PASADENA WATER AND POWER

MEMORANDUM

March 2, 2026
To: City Council

From: David M. Reyes
Interim General Manager

Subject: Culmination of Comprehensive Electric Rate Study — Summary of Process,
Findings, and Rate Strategy

This memorandum summarizes the culmination of Pasadena Water and Power's (PWP)
comprehensive Electric Rate Study, formally initiated in May 2024 with the selection of
NewGen Strategies and Solutions, LLC (“NewGen”) as the technical consultant. The study
encompassed nearly two years of rigorous financial modeling, cost-of-service analysis,
stakeholder engagement, and deliberative oversight by the Municipal Services Committee
(MSC) and City Council.

This document is intended to serve as a concise executive record, for the benefit of the City
Council, MSC, and key internal stakeholders, of how PWP arrived at the rate adjustment
strategy, the legal and policy framework underpinning that strategy, and the protections
embedded in the rate design for our most vulnerable customers.

BACKGROUND AND DRIVING NEED:

PWP last conducted a comprehensive electric rate study in 2014. In the twelve years since,
the utility — and the California electric industry broadly — have been transformed by forces
that have made the cost of delivering electricity fundamentally more expensive. The Electric
Rate Study conducted by NewGen confirmed what internal financial analysis had been
signaling: current rates are insufficient to meet projected revenue requirements, with a
confirmed shortfall of approximately $67.9 million over the two-year study period (FY 2026-
FY 2027).

Industry-Wide Cost Pressures: What Is Driving Costs Up Nation-wide

Four structural forces — drawn from independent third-party research — are driving up
electricity costs across California and the nation. These are not PWP-specific problems;
they affect every utility, public or private.
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Cost Driver ' What the Research Shows
Infrastructure & Distribution capital expenditures are now the single largest
distribution category of utility capital outlays, per CPUC. A 2024 Lawrence
investment Berkeley National Laboratory report confirms sustained growth in

distribution system capital investment is a primary driver of rising
retail electricity rates nationally.

Wildfire mitigation CPUC analyses confirm vegetation management, equipment

& grid hardening  upgrades, and system hardening have materially increased
revenue requirements statewide, with wildfire mitigation
accounting for a large share of above-inflation rate increases for
California 10Us.

Rates rising A January 2025 California LAO report found residential electricity
faster than rates statewide rose nearly 47% from 2019 to 2023 — far
inflation outpacing general price growth. PWP has not raised rates since

2019 and now faces accumulated pressure from this cost
environment.

Fixed costs California's flat per-capita electricity consumption means utilities
spread over flat must recover high fixed infrastructure costs over a revenue base
usage that is not growing proportionally. Flat or declining usage per

customer pushes rates upward structurally.

What This Means for PWP

PWP serves approximately 68,000 electric accounts. The rate study confirmed specific cost
pressures including: grid modernization, substation upgrades, Advanced Metering
Infrastructure (AMI) deployment, and EV infrastructure support. The revenue plan also
includes $50 million in debt financing to support the capital program. Operational costs,
labor, materials, and technology, have escalated in line with broader market trends.

STUDY PROCESS AND GOVERNANCE TIMELINE:

The study was conducted through a rigorous multi-stage process with continuous MSC and
City Council oversight. The table below summarizes key milestones from initiation through
the public hearing process.
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Date
May 2024

Oct 2024

Jan 2025

Mar 2025

Jun 2025

Jun 2025

Jul 2025

Oct—Dec 2025

Dec 9, 2025

Jan 13, 2026

Feb 10, 2026

Milestone / Action

City Council approves contract with
NewGen Strategies and Solutions, LLC

Electric Rate Study introduced to MSC —

information only presentation

MSC approves removal of obsolete
Direct Access ordinance provisions

Community engagement plan and

strategy presented to MSC

MSC amends Stranded Investment
Reserve provisions; establishes Working

Capital Reserve Policy

Power Fund revenue requirements
projections and scenarios presented

City Council directs PWP to proceed with
two-year rate adjustment plan

NewGen draft reports on Financial
Forecast and Cost of Service shared with

MSC and public

MSC directs staff to return with cost-of-
service report and rate alternatives
before recommending public hearing

MSC requests City Attorney guidance
before setting public hearing date

MSC approves recommendation to set
public hearing — forwarded to full City

Council

Significance

Formal launch of
comprehensive rate study

Informed elected officials of
scope and process

Began modernizing rate
ordinance framework

Structured public outreach
roadmap established

Strengthened financial
governance supporting rate
study

Revenue gap confirmed;
scenarios evaluated

Defined study period;
endorsed phased approach

Transparent release of
technical findings

MSC exercised deliberative
oversight

Ensured legal compliance
with California rate-setting
law

Final committee approval,
proceeding to public process

This timeline reflects a governance process that was iterative and responsive. Notably, the
MSC exercised its oversight function at the December 2025 and January 2026 meetings by
requesting additional analysis and legal guidance before endorsing the public hearing —
ensuring that staff's recommendation was thoroughly vetted before advancing to the City

Council.
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TECHNICAL FOUNDATION- COST OF SERVICE ANALYSIS AND RATE DESIGN:

The revenue requirement, cost-of-service analysis, and rate design are interdependent
components of a single rate-setting framework and cannot be evaluated in isolation. The
revenue requirement establishes the total funding needed. The COS analysis allocates that
requirement to customer classes based on how they use the system and drive costs. Rate
design translates those class-level cost responsibilities into specific charges on customer
bills.

Revenue Requirement Determination

NewGen developed a four-year financial forecast (FY 2026—-FY 2029), with the average of
the first two years serving as the Test Year Revenue Requirement. The forecast
incorporated FY 2026 budgeted expenses as the base year, projected O&M costs escalated
using sector-specific factors, the adopted Capital Improvement Plan (CIP), existing debt
amortization schedules, projected new debt issuances, City Transfer obligations under the
Charter, and operating reserve targets established by the Council-adopted Working Capital
Reserve Policy.

COS Study Key Findings: What It Actually Costs to Serve Each Class

* Production costs represent the largest share of total system costs at 49%; distribution
accounts for 41%.

» 77% of system costs are fixed — they do not vary with electricity consumption (power
purchase contracts, capital investments, system maintenance).

It costs approximately $125/month to keep a residential customer connected to the
grid, regardless of usage.

» Current rates under-recover for residential, small commercial, large commercial, and
traffic signal customers. Street lighting and medium commercial classes are currently
over-recovering.

* Residential customers (approximately 59,000 of 68,000 accounts) account for ~38%
of load during the four highest peak months and drive the highest share of customer-
related and distribution costs.

The residential gap is the largest of any class, requiring an estimated one-time increase of
approximately 39% to reach full cost recovery immediately — a pace the recommended
phased plan deliberately avoids.

Rate Alternatives Evaluated

PWP and NewGen modeled more than four rate strategies. Four were presented that met
policy criteria, summarized as follows:
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Alt. 1 Alt. 2 Alt. 3 Alt. 4
# of phases 2 3 % 3 3
Timeline FY26-FY27 FY26-FY27 FY26-FY28 FY26-FY28+
Prop. 26 Yes Yes Yes Yes
compliant
Reserve $6M $32M $74M High
drawdown
Staff Not v Not Not

recommendation recommended Recommended recommended recommended

Alternative 2 was recommended because it achieves full cost recovery before the next rate
study period, aligns with MSC guidance for phased implementation, moderates bill impacts,
and maintains reserves above policy minimums. Alternatives 3 and 4 were not
recommended because they fail to close the revenue gap within the study period and
require significantly greater reserve drawdowns ($74M+).

Proposition 26 Compliance

The recommended rate plan satisfies Proposition 26's requirement that charges do not
exceed the reasonable cost of providing service. Rates are grounded in a formal COS study
and move each customer class toward, not above, its cost-based level. Temporary under-
recovery during a phased implementation does not violate Proposition 26.

PUBLIC ENGAGEMENT:

Public engagement was central to the rate study from the outset. PWP established a
dedicated strategy through the EngagePWP.org platform that included:

* A community webinar explaining the rate study process and PWP's mission.

» Public open houses for face-to-face dialogue with utility staff.

» A dedicated rate study website publishing all technical reports and draft ordinance
materials in real time.

* An online engagement hub to gather feedback from residential and commercial
customers.

* Formal public presentation of draft COS and Financial Forecast reports to the MSC in
multiple open sessions.

Customer feedback highlighted interest in clean energy options and EV incentives, and
shaped rate design provisions including expanded EV rate schedules (EV-1, EV-2, EV-3)
and the framework for Time-of-Use rates upon AMI deployment. The public hearing on
March 2, 2026 is the capstone of this engagement process.
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COMMITTEE RECOMMENDED RATE STRATEGY

PWP is adopting a 7% system-wide rate increase applied three times — March
2026, October 2026, and March 2027 — for a total cumulative revenue increase of
approximately 22.5% (calculated as 1.073). Chair Jones’s leadership through the
Municipal Services Committee has directed that discretionary Light and Power Fund
reserves (non-rate revenues) be used to moderate near-term rate impacts during
the transition period.

The Rate Adjustments

The City Council has directed a 7% system-wide revenue increase per phase, applied
across all customer classes on the following dates:

Customer Class Phase 1 — Phase 2 — Phase 3 —
March 2026 October 2026 March 2027

Residential 7% 7% 7%

Commercial — Small 7% 7% 7%

Medium Commercial 7% 7% 7%

Large Commercial 7% 7% 7%

Street Lighting 7% 7% 7%

Traffic Signals 7% 7% 7%

Total System 7% 7% 7%

Each 7% increase applies to the then-current rate — meaning the second increase
compounds on the first, and the third compounds on both prior increases. The math is: 1.07
x 1.07 x 1.07 = 1.225, or a 22.5% cumulative system-wide revenue increase from today's
rates over the full two-year cycle.

The City Council, as led by the Chair Jones of the Municipal Services Committee, exercising
its authority as the policy-making and rate-setting body, directed a different approach:
applying a uniform 7% system-wide increase across all classes while deploying
discretionary Light and Power Fund reserves, non-rate revenues accumulated in the fund, to
offset the imbalance between what the residential class currently pays and its actual cost to
serve. This approach moderates the near-term impact on residential customers during the
transition period. The Council's authority to make this determination is clear: while the cost-
of-service study establishes what it costs to serve each class, the pace at which rates are
adjusted toward those cost levels is a policy question, and rate strategy may appropriately
deviate from technical recommendations when the governing body concludes that other
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considerations, including customer affordability and the availability of non-rate resources,
warrant a different balance.

What This Means in Dollars: Actual Bill Impacts by Usage Level

The following table is derived directly from PWP's rate schedule (Rate Schedule R-1, flat-
rate seasonal option, low season, February 2026 rate filing). These are not estimates or
approximations — they are the computed bills at each usage level using the actual
proposed rate components. Phase 2 and Phase 3 Power Cost Adjustment (PCA) values are
designated TBD in the rate filing as the PCA is recalculated monthly based on actual power
supply costs; those cells therefore exclude the PCA component and will be updated when
the PCA is set.
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500 kWh Residential Customer
Current
Qty Price n:::;::e Cost
Customer Charge 1% 8.96 permonth $ 8.96
Grid Access Charge 1% 450 permonth  $ 4.50
Distribution Charge 350 § 0.02 kWh $ 6.61
150 & 0.15 kWh $ 22.01
Transmission Charge 500 5 0.02 kWh $ 8.056
Energy Services Charge 500 5 0.13 kWh $ 64.89
$115.01
Phase 1
Qty Price n:::;::e Cost
Customer Charge 18 11.00 permonth  $ 11.00
Grid Access Charge 1% 6.50 permonth  $ 6.50
Distribution Charge 350 5 0.04 kWh $ 12.27
150 & 0.14 kWh $ 21.03
Transmission Charge 500 5 0.02 kWh $ 8.056
Energy Services Charge 500 % 0.10 kWh $ 50.42
$109.26
Phase 2
Qty Price nfe:;::e Cost
Customer Charge 1% 12.60 permonth 12.60
Grid Access Charge 18 7.50 permonth § 7.50
Distribution Charge 350 5 0.04 kWh $ 14.60
150 & 0.17 kWh $ 25.02
Transmission Charge 500 5 0.02 kWh $ 8.056
Energy Services Charge 500 5 0.11 kWh $ 56.82
$124.59
Phase 3
Qty Price n:::;::e Cost
Customer Charge 1% 13.10 permonth  $ 13.10
Grid Access Charge 1% 8.50 permonth  $ 8.50
Distribution Charge 350 5 0.05 kWh $ 16.93
150 & 0.19 kWh $ 29.02
Transmission Charge 500 % 0.02 kWh $ 8.05
Energy Services Charge 500 5 0.11 kWh $ 55.57
$131.16

1,000 kWh Residential Customer

Current
Qty
Customer Charge 1
Grid Access Charge 1
Distribution Charge 350
400
250
Transmission Charge 500
Energy Services Charge 500
Phase 1
Qty
Customer Charge 1
Grid Access Charge 1
Distribution Charge 350
400
250
Transmission Charge 500
Energy Services Charge 500
Phase 2
Qty
Customer Charge 1
Grid Access Charge 1
Distribution Charge 350
400
250
Transmission Charge 500
Energy Services Charge 500
Phase 3
Qty
Customer Charge 1
Grid Access Charge 1
Distribution Charge 350
400
250
Transmission Charge 500
Energy Services Charge 500

e e e G G e G

$
$
$
$
$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$

Price  Unitof measure

8.96 per month
4.50 per month
0.02 kWh
0.15 kWh
0.11 kWh
0.02 kWh

0.13 kWh

Price  Unitof measure

11.00 per month
6.50 per month
0.04 kWh
0.14 kWh
0.25 kWh
0.02 kWh

0.10 kWh

Price  Unitof measure

12.60 per month
7.50
0.04
0.17
0.30
0.02

0.11

per month
kWh
kWh
kWh
kWh

kWh

Price  Unitof measure

13.10
8.50
0.05
0.19
0.35
0.02

0.11

per month
per month
kWh
kWh
kWh
kWh

kWh

Cost

$ 8.96
$ 4.50
$ 6.61
$ 58.69
$ 26.77
$ 8.05
$

64.89

$ 178.46

Cost

$ 11.00
$ 6.50
$ 12.27
$ 56.07
$ 63.08
$ 8.05
$

50.42
$ 207.39

H

Cost

$ 12.60
$ 7.50
$ 14.60
$ 66.73
$ 75.07
$ 8.05
$

56.82

©»
N
S HES
L [
w
o

*Phase 2 and Phase 3 bills exclude the PCA ($0.0683/kWh current; $0.05165/kWh for Phase 1). All figures represent a
winter month on the flat-rate seasonal option. Actual bills vary by season, rate option, and usage.
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Low-and-Typical-Usage Customers: Why Bills May Decrease Under Phase 1

The 7% system-wide figure describes total revenue increase, not individual bill impact. Low-
to-typical users (250-750 kWh/month) may see bills decrease or hold flat under Phase 1,
primarily because the Power Cost Adjustment drops from $0.0683 to $0.05165/kWh. High
users (1,000+ kWh/month) will see meaningful increases, as the over-750 kWh distribution
tier rises sharply — from $0.107/kWh currently to $0.252/kWh in Phase 1 and $0.348/kWh
in Phase 3, reflecting cost-causation principles.

On Regional Rate Comparisons

PWP's staff materials reference comparisons to neighboring utilities for context — but any
such comparison deserves an important caveat. A meaningful comparison requires knowing
what other utilities' rates will be when PWP's rates take effect, and we do not know that.
Southern California Edison, Glendale Water and Power, Burbank Water and Power,
LADWP, and every regional utility face the same cost pressures documented above, each is
running its own rate proceedings, and each will have adjusted rates by the time PWP's
Phase 3 takes effect in March 2027. Comparing PWP's proposed 2027 rates to neighbors'
current 2025-2026 schedules compares our future rates to their past rates. The Council
should treat any such comparison in the public record with appropriate caution. The relevant
question is not whether PWP's rates are lower than a neighbor's current rates — it is
whether they are cost-justified and equitably structured, which the cost-of-service analysis
confirms they are. PWP remains a not-for-profit municipal utility serving customers at cost,
without investor returns embedded in the rate structure; that structural advantage does not
disappear with the proposed increases.

Protection for Lower-Income and Lower-Usage Residential Customers

The rate design incorporates meaningful protections for PWP's most vulnerable customers,
addressing equity concerns that were prominent in the public engagement process. First,
the inclining block structure of the residential distribution charge ensures that lower-usage
customers, who may be disproportionately lower or fixed income, face a lower effective per-
kWh cost than high-usage customers. Because high-usage households tend to impose
greater capacity and infrastructure costs on the grid (through higher peak demand, air
conditioning loads, and greater draw on distribution assets), this design aligns cost recovery
with cost causation. Academic research, including work published by Harvard Kennedy
School's Mossavar-Rahmani Center, confirms that rate structures treating usage level as a
reasonable proxy for income-related grid impact can improve distributional equity within a
customer class.

Second, the Electric Utility Assistance Program (EUAP) is preserved and formalized in the
restructured ordinance. The EUAP provides three targeted benefits:

» Basic Benefit: A monthly credit equal to the full fixed charge components (customer
charge and grid access charge) for income-qualified households meeting City or CPUC
eligibility thresholds — effectively eliminating the fixed cost burden for qualifying
customers.

» Pasadena Cares: An additional credit equal to the public benefit charge for EUAP-
eligible customers who are 62 or older, or who meet Social Security disability criteria.
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* Medical Baseline: A Basic Benefit credit regardless of income for customers dependent
on doctor-prescribed life-support equipment.

Third, the rate ordinance consolidates the EUAP provisions into a standalone section
(proposed Section 13.04.046) applicable to all residential schedules, improving accessibility
and clarity for customers seeking assistance. The combination of these features, an inclining
block structure that shields low users from disproportionate cost burdens, a robust
assistance program that eliminates fixed charges for qualifying customers, and a phased
increase that avoids sudden bill shock, represents a rate strategy that is both financially
responsible and equitable.

ORDINANCE MODERNIZATION (Chapter 13.04):

In addition to the rate adjustments, PWP is recommending an amendment of the Light and
Power Rate Ordinance, Chapter 13.04, to modernize its structure, eliminate obsolete
provisions, and align it with current industry standards. Key changes include:

» Moving all rate figures from the ordinance body into the Electric Utility Rate Resolution,
a governance mechanism that allows Council to update specific pricing through
resolution rather than requiring a full ordinance amendment, while preserving
legislative oversight.

* Introducing a comprehensive definitions section incorporating modern utility
terminology (e.g., Time-of-Use, Interval Read Capable Meter, Portfolio Content
Category, Renewable Energy Credit, Net Surplus/Deficit Electricity).

» Establishing clear framework for Time-of-Use rate periods and seasonal pricing tied to
AMI deployment milestones.

» Adding new EV charging rate schedules (EV-1, EV-2, EV-3) and City-owned retail
charging station provisions to support Pasadena's electrification goals.

* Introducing a new Schedule L-3 (Extra-Large Commercial and Institutional Service) for
customers with aggregate demand at or above 10 MW — addressing a gap in the
existing rate structure.

« Consolidating and clarifying EUAP provisions into Section 13.04.046, applicable across
all residential schedules.

* Retaining Net Energy Metering and local solar provisions for further stakeholder
discussion, consistent with the MSC's direction.

The City Attorney's Office has been directed to prepare the ordinance amendment.

FISCAL IMPACT:

The three-phase rate strategy is projected to generate approximately $84 million in
incremental annual revenue at full implementation. These revenues will fund increased
operating costs (power supply, labor, materials), capital improvements (grid modernization,
AMI deployment, substation upgrades, EV infrastructure), existing and projected debt
obligations, and operating reserves at policy-target levels. In addition, the City Council has
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directed the use of discretionary Light and Power Fund reserves to offset a portion of the
cost-to-serve imbalance during the transition period. Staff will provide updated reserve and
financial performance analysis to the MSC and Council prior to Phase 3.

LEGAL COMPLIANCE:

The rate-setting process has been conducted in full compliance with California law. Key
legal dimensions include: at the MSC's direction, the City Attorney's Office reviewed the
proposed process prior to the public hearing date being set, confirming the legal framework
for proceeding. Charter Compliance and the rate strategy and Electric Utility Rate
Resolution framework are consistent with City Charter governing the Light and Power Fund
transfer and rate-setting authority.

CONCLUSION:
The resulting rate strategy is:

+ Financially necessary — addressing a confirmed $67.9 million revenue shortfall that
would otherwise impair the utility's ability to deliver safe and reliable service;

+ Cost-based and equitable — grounded in a thorough cost-of-service analysis, with
structural protections for lower-income and lower-usage residential customers;

* Graduated and affordable — phased over two years to minimize bill shock,
supplemented by discretionary Light and Power Fund reserves;

* Legally compliant — conducted in accordance with California law and City Charter
requirements; and

* Forward-looking — modernizing the rate ordinance to support Time-of-Use pricing,
AMI deployment, EV adoption, and the City's 100% carbon-free electricity goal by
2030.

PWP is grateful for the engagement of residents and businesses throughout this process
and the Municipal Services Committee, led by Chair Jones, who thoughtfully engaged in the
process. The rate strategy reflected in the recommended ordinance and Electric Utility Rate
Resolution is the product of collaboration between the utility, elected representatives, and
the community. All prior staff reports are compiled in Appendix 1.
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MEMORANDUM

March 2, 2026
To: City Council

From: David M. Reyes
Interim General Manager

Subject: Appendix 1: Public Record Compilation for the Electric Rate Study

This appendix is a compilation of the public record documents form the evidentiary basis for
the recommendations summarized in this memorandum. All documents are available on the
PWP website or City of Pasadena Website.

Date ' Document / Action ' Forum

May 6, 2024 Council approval of NewGen City Council
contract

Oct 22, 2024 Electric Rate Study Introduction MSC

Jan 13, 2025 Removal of obsolete Direct Access MSC
ordinance provisions

Mar 11, 2025 Electric Rate Study Update — MSC
Customer Engagement Plan

Jun 2, 2025 Amendment of Stranded MSC

Investment Reserve / Working
Capital Reserve Policy

Jun 24, 2025 Power Fund Revenue MSC
Requirements Projections and
Scenarios
Jul 14, 2025 Direction to proceed with two-year City Council
rate adjustment plan
Oct 2025 Draft Financial Forecast and MSC / Public Record
Revenue Requirements (Section 2)
Dec 1, 2025 Draft Financial Forecast and MSC / Public Record

Revenue Requirements — Final
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Date ' Document / Action ' Forum
Dec 16, 2025 Draft Cost of Service (Section 3) MSC / Public Record
Dec 9, 2025 Electric Rate and Ordinance MSC
Adjustments presentation
Jan 13, 2026 City Attorney guidance requested MSC
re: public hearing
Feb 10, 2026 Recommendation to set public MSC
hearing — MSC approval
Feb 23, 2026 Agenda Report — Set Public City Council

Hearing Date; Ordinance
Restatement



ECIPASADENA

Pasadena Water & Power

Authorization to Enter into a Contract with
NewGen Strategies and Solutions, LLC
for Electric Cost-of-Service Analysis and
Rate Design Services ("Electric Rate Study")

for an Amount Not-to-Exceed $258,042 for the
Water and Power Department

April 23, 2024
lfem # 2
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(& Purpose of the Electric Rate Study

Develop rates that ensure revenue adequacy and fair allocation of costs, while
balancing customer satisfaction

e
YOO
O O O Data-
Challenges “~ Trade-Offs Informed
O Strategy
: Q QO
* Customer/Load Data
*Power Supply Cost *Long-Term Analysis
Increase Infrastructure *Five-Year Revenue
e Integration of e Power Supply Requirement Projection
Customer Generation Commitments « Dynamic 10-Year Financial
*Prop 26 Constraints » Customer Satisfaction Forecast Model
« Financial * Data to Support *Rate Design
Performance Targets Decision Making

* Public Participation



Why Now?¢

Pasadena Water & Power

« Best practice is to conduct an electric rate study every 5-
10 years or with significant industry change;
comprehensive electric rate study completed in 2014

« Many portions of Pasadena’s electric rate ordinance

untouched since “Deregulation” in the early 2000’s

Financial modeling has made significant improvements

« Result will be a dynamic financial planning model
with rates for 3-5 years that can be integrated with
other studies and plans

Updated policy goals (City Council Resolution 9977)



(&) Overview of Study Plan

Pasadena Water & Power Preparatory Rate Seie

Analysis } Development } Adoption

Where relevant and useful, the
study plan will leverage findings
and information from previous
planning efforts (Integrated
Resource Plan, Power Delivery
Master Plan, Operating Budget,
Capital Improvement Budget)

Review of Prior
Studies/
Reports

Cost Allocation
by Function

Financial Model
Core Assumptions

and Budget Input

Community
Value
Discussion

Customer Class

Cost Recovery
by Rate
Component
(Fixed or
Variable)

Scenario
Analysis

Benchmarking/

Market Trend
Analysis

Pricing
Development

Scenario
Selection

Customer Rate
Impact Analysis

Final Report

Community Partners Engagement,



f . .
(5 Plan Integrations and Dependencies

)
L

Pasadena Water & Power

FY 2024 | FY 2025 FY 2026

Task May Jun | Jul - Aug  Sep Where relevant, all planning efforts will
work in concert to leverage the
available resources and use the best

Optimized Strategic Plan

Preparatory Studles * available information for decision-

Portfolio Development ° making.

Cost Impacts [ . . .
P PWP will coordinate closely to avoid

Optimized Plan o confusion to customers.

Community Partners Engagement ° ° ° o ° °

Electric Rate Study

Preparatory Analysis o o

Rate Development ° °

Rate Adoption ° °
Community Partners Engagement ° ° ° ° ° ° °

Operating Budget Development ° ) Annually with 5-year forecasts

Capital Budget Development ) Annually with 5-year plan

Power Delivery Master Plan

Integrated Resources Plan



& About NewGen

NewGen is a nationally-recognized consulting firm

Founded in 2012

Over 60 Professionals and Support Staff %ﬁ%iiatggiES & 5{?}

13 Offices Across the U.S. §<‘> g,%

Utility Expertise Innovative Rate %
Electric Design
Water Extensive C0S & Rate
Natural Gas Experience :

Projects Include: Superior Modeling /

Load Forecasting
Appraisals

Feasibility Studies
Regulatory Matters
Utility Financial Planning

Extensive Experience with California Publicly-Owned Ultilities
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(5] Competitive Selection Results

Pasadena Water & Power

Evaluated Score

Firm Name Location (Out of 100)
NewGen Strategies and Solutions, LLC Lakewood, CO 85.2
1898 & Co., part of Burns & McDonnell Kansas City, MO 76.4
MCR Corporate Services, Inc. Deerfield, IL 59.6
AIP Capital Markets Rolling Hills Estates, CA 50.5

NewGen obtained the highest average score

Depth and range of cost-of-service analysis and rate design services

Solid expertise:

Proposition 26 and other California-specific policy issues
Hands-on work with recent rate design efforts in local markets




(&) Fiscal Impact

Pasadena Water & Power

Two-year contract with two optional one-year extensions

Fiscal Impact Summary

Contract $ 215,035
Contingency for necessary change orders $ 43,007
Total Fiscal Impact: $ 258,042




Staff Recommendations

Pasadena Water & Power

Find that the proposed action is not a project subject to the
California Environmental Quality Act (“CEQA”) pursuant to
Section 21065 of CEQA and Sections 15060(c)(2), 15060(c)(3) and
15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the
project; and

Authorize the City Manager to enter a contract, as a result of @
competitive selection process, as specified by Section 4.08.047 of
the Pasadena Municipal Code, with NewGen Strategies and
Solutions, LLC (“NewGen") for an amount not-to-exceed
$258,042, which includes a base contract amount of $215,035
and a contingency of $43,007, to provide for any necessary
change orders, for two years, with two optional one-year
extensions.



Attachment A: Electric Cost-of-Service Analysis and Rate Design Evaluation Summary

Experience

(Including Company

Local Pasadena Small or Micro-

Criteria Proposed Solution Staffing Assigned Price Proposal . . Total Score
. Business Business
to Project) and
References
Max Score 40 35 15 5 5 100
NewGen Strategies and Solutions, LLC 36.8 33.4 15 0 0 85.2
1898 & Co., part of Burns & McDonnell 35.4 30.2 10.8 0 0 76.4
MCR Corporate Services, Inc. 29.2 24.4 6 0 0 59.6
AIP Capital Markets 24.6 23 29 0 0 50.5
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September 30, 2024

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (9/24/2024)

FROM: Water and Power Department

SUBJECT: AN ORDINANCE AMENDING PASADENA MUNICIPAL CODE CHAPTER
13.04 TO INCREASE ELECTRIC UTILITY ASSISTANCE PROGRAM MONTHLY
BENEFITS AND RELATED CHANGES

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the action proposéd herein is statutorily exempt from the California
Environmental Quality Act (CEQA) pursuant to State CEQA Guidelines Section
15273 (Rates, Tolls, Fares, and Charges); and

2) Direct the City Attorney to prepare an ordinance amending the Light and Power Rate
Ordinance, Chapter 13.04, Sections 13.04.040 and 13.04.045 of the Pasadena
Municipal Code implementing the changes to the Electric Utility Assistance Program
as described herein.

EXECUTIVE SUMMARY:

PWP is recommending an enhancement to the Electric Utility Assistance Program
(“EUAP”) to increase the monthly basic benefit (bill credit) for income-qualified
customers. The change would raise the $10 monthly basic benefit to be equal to the
fixed charge components of the residential electric rates — the Customer Charge
(currently $8.96) and Grid Access Charge (currently $4.50). If approved, the benefit
would increase from $10 to $13.46 effective January 1, 2025, or as soon as practicable
thereafter. Since the benefit would no longer be tied to a specific, static dollar amount,
the bill credit would automatically increase in tandem with any rate increases to the
Customer Charge and Grid Access Charge. This action would enhance rate equity by
helping the City’s most vulnerable households manage the fixed charges of their electric
bill, which - unlike the variable charges - do not decrease with conservation. For the
variable components, like the energy charge, customers can participate in PWP’s
numerous energy efficiency programs, which provide additional incentives for income-
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qualified customers. Providing relief for the fixed components of the bill helps provide a
holistic, nimble assistance program with minimal administrative turnaround time for
implementation. The EUAP is funded through the Public Benefits Fund as one of four
restricted uses for this revenue source.

BACKGROUND:

Customer Assistance Program

The EUAP provides monthly bill credits and certain waivers to PWP residential electric
customers who meet established criteria relating to income, age, or certain health
conditions or impairments. City Council first authorized the EUAP in March 2006,
establishing a “basic benefit” (monthly bill credit) of $5 per month for income-qualified
customers, or those with qualifying medical devices, plus a bill credit equal to the Public
Benefit Charge (“PBC”) for income-qualified customers meeting age or disability
requirements. The PBC was established pursuant to Section 385 of the California Public
Utilities Code. EUAP funds are collected through the PBC, which is restricted to be used
in a manner that includes “services provided for low-income electricity customers ...
including rate discounts” (PMC 13.04.23). The City Council has subsequently increased
the monthly basic benefit to $7.50 in August 2009, and to $10 in July 2019.

Staff recommends increasing the $10 monthly basic benefit to be equal to the fixed
charge components of the residential electric rates. These components are the
Customer Charge (currently $8.96) and Grid Access Charge (currently $4.50). If the City
Council approves the staff recommendation, the monthly basic benefit would increase
from $10 to $13.46 effective January 1, 2025, or as soon as practicable thereafter.

Since the monthly basic benefit would no longer be tied to a specific, static dollar
amount, the bill credit would automatically increase in tandem with any rate increases to
the Customer Charge and Grid Access Charge. This action would provide enhanced
rate equity by helping the City’s most vulnerable households manage the fixed
components of their electric bill, which do not decrease even if a customer reduces their
energy use or participates in energy efficiency programs.

Please Note: For the variable portions of the bill such as the energy charge, customers
can help lower the cost by conserving energy and/or participating in PWP’s energy
efficiency incentive programs, which include rebates and direct installations of efficiency
measures. These programs also provide added incentives for income-qualified
customers.

Providing relief for the fixed components of the bill helps provide a holistic assistance
program that automatically grows in equal measure if the fixed charges increase.
Additionally, automating this growth allows the program to be nimble and efficient with
minimal administrative turnaround time for implementation.
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Income Eligibility Criteria

The current Council-approved EUAP income eligibility criteria is established by the
higher of the lowest income criteria used by the City’s Housing and Community
Development Division for the Rental Assistance Program stated in Section 17.80.020 of
the City Zoning Code or the California Public Utilities Commission’s (“CPUC”) Low-
Income Oversight Board. Table 1 lists the 2024 income thresholds.

Table 1: Comparison of Qualifying Annual Household Income Levels ($/year)

Household 1 2 3 4 5 6 7 8
Size person | people | people | people | people | people | people people
Rental

Assistance | $48,550 | $55,450 | $62,400 | $69,350 | $74,900 | $80,450 | $86,000 | $91,550
Program’

CPUC? $40,880 | $40,880 | $51,640 | $62,400 | $73,160 | $83,920 | $94,680 | $105,440

Proposed® | $48,550 | $55,450 | $62,400 | $69,350 | $74,900 | $83,920 | $94,680 | $105,440

Based on lowest income criteria used by the City’s Housing and Community Development Division for

the Rental Assistance Program stated in Section 17.80.020 of the City Zoning Code. Updated to 2024

values.

2 Income eligibility criteria updated annually by the California Public Utilities Commission (“CPUC”)
Low-Income Oversight Board. Updated to 2024 Values.

3 Greater of the two qualifying income levels.

Nearly 5,000 customers are participating in the EUAP, all receiving the $10 per month

basic benefit. Among them, more than 2,500 customers receive additional discounts

under the EUAP Cares, EUAP Cares Plus, and Medical Assistance programs.

e EUAP Cares program waives the PBC for low-income seniors (ages 62 and up) and
customers with permanent disabilities.

e EUAP Cares Plus program, designed for very low-income seniors, provides the
same benefits as the Cares program, and additionally waives the Utility Users Tax.

e The Medical Assistance program offers the basic benefit to customers with qualifying
electric-powered medical equipment, regardless of income.

Assuming no significant change in enroliment, the increased benefit will result in an
additional annual cost of approximately $206,064 to the PBC Fund. The PBC fund has
sufficient funds available to increase in customer benefit without compromising funding
from existing programs.
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COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.

ENVIRONMENTAL ANALYSIS:

The proposed electric rate changes are statutorily exempt from CEQA pursuant to State
CEQA Guidelines Section 15273 (Rates, Tolls, Fares, and Charges), which provides a
statutory exemption for the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or other charges by public agencies, which the public
agency finds are for the purpose of:

1. Meeting operating expenses, including employee wage rates and
fringe benefits,

2. Purchasing or leasing supplies, equipment, or materials,

3. Meeting financial reserve needs and requirements,

4. Obtaining funds for capital projects, necessary to maintain service
within existing service areas, or

5. Obtaining funds necessary to maintain such intra-agency transfers as
are authorized by city charter.

FISCAL IMPACT:

The changes would result in approximately $206,064 in FY25 in additional expenses to
the Public Benefits Fund (410). If approved, the proposed EUAP change to increase
benefit from $10.00 per month to match the Customer Charge and Grid Access Charge
component of the bill, currently a total of $13.46 per month. There is no impact to the
General Fund.

Respectfully submitted,

DAVID REYES
Interim General Manager
Water and Power Department
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Prepared by:

%ﬁ%ﬂ/ A %Wwww

Gordon Algermissen
Customer Program Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager
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TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (10/22/2024)

FROM: Water and Power Department

SUBJECT: DIRECT THE CITY ATTORNEY TO PREPARE AN ORDINANCE
AMENDING PASADENA MUNICIPAL CODE CHAPTER 13.04 TO
REMOVE DIRECT ACCESS PROVISIONS AND RELATED TARIFFS,
AND AMENDING LONG-TERM CONTRACT PROVISIONS

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed actions are exempt from the California Environmental Quality
Act (“CEQA”) pursuant to State CEQA Guidelines Section 15061(b)(3) (Common
Sense Exemption); and

2) Direct the City Attorney to prepare an ordinance and return within 60 days,
amending the Pasadena Municipal Code (“PMC”) Chapter 13.04, the light and power
rate ordinance to:

a. Remove Sections 13.04.095 — Direct access service, 13.04.096 — Direct
access transition charge, 13.04.097 — Direct access service charge; and

b. Amend PMC Section 13.04.075 — Long-term contracts, to remove equity
adjustments and associated provisions.

BACKGROUND:

In August 2024, Pasadena Water and Power (“PWP”) initiated an electric rate study to
review current rates and explore potential future designs. The goal is to ultimately
provide recommendations to the City Council that will ensure revenue adequacy, fair
and equitable allocation of costs, while balancing customer affordability and impacts to
customers. The first step involved reviewing the current language in the rates
ordinance.
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As a result, multiple provisions within the PMC, Title 13, Utilities and Sewers, were
identified to be outdated, obsolete or do not align with current industry best practice.
These provisions include Sections 13.04.095, 13.04.096, and 13.04.097 — Direct
Access Service, and Section 13.04.075 — Long-term contracts. Staff recommends
removing or amending provisions to prevent confusion during future electric rate study
phases and to simplify future ordinance changes during the rate study.

Direct Access Service (Sections 13.04.095, 13.04.096, and 13.04.097)

Direct access service allows retail customers to purchase their electricity directly from a
third-party provider called an Electric Service Provider (‘ESP”), instead of from a
regulated electric utility, such as PWP. Under this service option, PWP would continue
to deliver the electricity through its transmission and distribution network, regardless of
which electric supplier the customer chooses.

In response to California’s electricity sector deregulation starting in 1996, Section
13.04.095 — Direct Access Service and the associated Sections 13.04.096 — Direct
Access transition charge and 13.04.097 — Direct Access Service charge were adopted
and added to the PMC in early 2000. These provisions within the PMC outline the
energy and service charges associated with the direct access service. Customers would
receive a bill for energy from their chosen electric service provider and a bill for
distribution services from PWP, including charges outlined in the rate tariff.

Since the code adoption in 2000, there have been several statutes that have affected
Investor Owned Ultilities (lOUSs”). While these changes in legislation impacted the IOUs,
who are beholden to the rules of the California Public Utilities Commission (“CPUC"),
PWP did not adjust or amend the direct access service during this time. Many Publicly
Owned Utilities ("POUs”) similar to PWP have since closed or removed direct access
from their rate tariffs. Eliminating direct access service enables POUs to stabilize their
customer base and ensure consistent recovery of power costs, reducing the risk of rate
shocks caused by sales volatility and enhancing the utility's creditworthiness.

Although the option for direct access service is available under current regulations,
PWP has not received any applications for enroliment. Additionally, offering direct
access limits PWP's ability to control the type of energy resources used by electric
service providers, which may not align with the City Council’s policy goal of achieving
100% carbon-free energy for Pasadena. As a result, PWP staff recommends eliminating
the direct access provision.

Long-term Coniracts (Section 13.04.075)

When Section 13.04.075 — Long-term contracts was first codified it offered a contract
between PWP and eligible customers served at 100 kW or higher for a minimum term of
four years to receive a voltage discount, or equity adjustment, for maintaining either a
minimum load or load factor for a minimum term of five years. PWP recommends
retaining the beneficial aspects of the long-term contracts PMC, particularly the contract
options for large, stable customers that provide system-wide benefits. However, PWP
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proposes removing sections of the ordinance with outdated or unclear tariff language
that may lead fo unintended subsidies.

PWP recommends keeping the general intent of the section, specifically related to
remaining open to working directly with customers with high load factors. A high load
factor profile is desirable to PWP because it makes a portion of energy demand
predictable; minimizing some volatility in power supply planning. Load factor is a
measure of the utilization rate or efficiency of electrical energy usage. Load factor is
measured by the ratic of the highest actual kilowatt ("kW”) demand during the billing
period to the maximum theoretical kilowatt hour (‘kWh”) used if demand remained

nstant for the entire billing period. High load factor occurs when energy demand
remains constant or nearly constant throughout the billing period.

wever, PWP recommends eliminating prescriptive provisions related to equity
istments and discounts that are no longer relevant. In 1999, following California’s
g} y restructuring initiative, PWP completed an electric cost-of-service study and rate
sign and developed a restructured and unbundled electric rate structure. The rate
cture eliminated subsidies between customer groups allowing cost allocations to
Sé-;d on cost to serve each customer group. As a result of the Long-term contract
é;,;{}"“i being superseded by the rate restructuring and current rates, equity
ustments may iead to inequities across existing customer classes and potential for
irect customer subsidization, which is inconsistent with California Proposition 26.
Currently, there are no PWP customers enrolled in this program.

It s recommended that the Long-term contract section of the PMC, be amended to
de flexibie solutions to optimize electricity generation and demand volatility due to
ise of intermittent generation and the expected shutdown or repurposing of
entional generation assets. Potential Long-term contract arrangements may allow
o achieve sustainability goals and overcome future demand volatility with
. rittent, distributed resource penetration by changing customer
umption behavior, such as shifting consumption away from peak periods or
naiching energy from battery storage when it is most valuable.

CIL POLICY CONSIDERATION:

commencations are consistent with the City Council’'s goals to maintain fiscal
1sibility and stability; improve, maintain, and enhance public facilities and
ructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

The proposed amendments of the PMC have been determined to be exempt from the
CEQA pursuant to State CEQA Guidelines Section 15061(b)(3), the common sense
exemption (formerly the “general rule”) that CEQA applies only to projects which have
the potential for causing a significant effect on the environment. Where it can be seen
with certainty that there is no possibility that the activity in question may have a
significant effect on the environment, the activity is not subject to CEQA. The proposed
amendments of the PMC are limited to the provisions for agreements between PWP
and customers for types of service and associated fees. Such PMC amendments would
not result in any direct or indirect changes to the physical environment. Thus, these
actions do not have the potential for causing a significant effect on the environment and
are therefore exempt from CEQA per Section 15061(b)(3) (common sense exemption).

FISCAL IMPACT:

There is no fiscal impact for the action requested. There is no impact to the General
Fund.

Respectfully submitted,

/W\

DAVID M. REYES
Interim General Manager
Water and Power Department

Prepared by:

Assistance General Manage
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager

NICHOLAS G. RODRIGUEZ
Assistant City Manager



February 24, 2025

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (February 11, 2025)

FROM: Water and Power Department

SUBJECT: AN ORDINANCE AMENDING PASADENA MUNICIPAL CODE
CHAPTER 13.04 TO REMOVE STRANDED INVESTMENT CHARGE
AND RESERVES AND AMEND TO INCLUDE A WORKING CAPITAL
RESERVE TARGET

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the action proposed herein is not a “project” subject to the California
Environmental Quality Act (CEQA) pursuant to California Public Resources Code
Section 21065 and within the meaning of State CEQA Guidelines Section 15378(b);
and

2) Direct the City Attorney to prepare an ordinance and return within 60 days,
amending the Pasadena Municipal Code (“PMC”) Chapter 13.04, the light and power
rate ordinance to:

a. Amend Section 13.04.173 — Power cost adjustment.

b. Amend Section 13.04.175 — Reserve for stranded investment and change
title to “Reserve for working capital”; and,

c. Remove 13.04.176 — Stranded investment surcharge.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) recommends streamlining PMC code sections that
impact the Light and Power Fund’s reserves to adopt a working capital reserve target.
The proposed target includes amounts to address liquidity needs and several types of
risks within the utility. Established target amounts will ensure exceptional
creditworthiness as well as resilience to unforeseen circumstances. The proposed PMC
change also will include protocol for the use, replenishment, and monitoring of the target
amounts. Furthermore, the recommendation is to dissolve the existing narrowly focused
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Stranded Investment Reserve to address the current working capital needs to enable
continuity of services and stability of customer rates.

BACKGROUND:

The Stranded Investment Reserve was established in 1996 as part of a strategy to
address above-market energy costs anticipated from the Intermountain Power Project
(IPP) and Magnolia projects, which, at the time, were projected to lose value due to
industry restructuring. Funded through ratepayer contributions, this reserve was limited
to covering stranded investment risks only. Since the establishment of the reserve,
however, these assets have retained value, with much lower exposure to stranded costs
than initially anticipated. As required by PMC 13.04.175, Council has approved the use
of the Stranded Investment Reserve several times in the past, with uses such as the
defeasance of $80 million in bonds and the most recent usage of $7 million per year
from 2018- 2022 to mitigate future rate increases due to the increasing power supply
costs.

In today’s financial environment, Government Finance Officers’ Association and other
industry best practices recommend utility reserves focus on operational liquidity, cash
flow stability, and risk mitigation for operational and capital needs. Adopting a working
capital reserve will allow PWP to realign the stranded investment funds into reserve
categories that better address modern utility risks, including unexpected cost
fluctuations, seasonal revenue variances, and operational stability; all while considering
a long-term perspective on funds management.

In light of the ongoing electric rate study, PWP is seeking policy direction on the amount
of reserves deemed appropriate by Council in order to set rates that optimize for both
affordability and rate stability.

Reserve Policy Target Components

The proposed Reserve Policy Target includes four main reserve categories, each
tailored to mitigate specific risks and provide targeted financial stability:

1) Liquidity Reserve

a) Purpose: Provides liquidity to meet routine operational expenses and cash flow
during times of revenue variability.

b) Target Level: Equivalent to the sum of 90 days of operating expenses, one-year
principal payment for outstanding bonds, approved General Fund transfer
amount, and one year capital improvement budget. This reserve helps PWP
manage short-term financial disruptions, such as seasonal variations in revenue
or unexpected operational expenses.

c) Risk Mitigation: Protects against revenue volatility by ensuring sufficient funds
are available to cover costs without needing immediate rate adjustments. This
reserve level will also support debt service obligations, enhancing PWP’s credit
profile.

2) Market Exposure Reserves
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a)

b)

Energy Services Charge Reserve

i) Purpose: Provides a buffer against fluctuations in energy costs and
unexpected energy purchase needs. Energy markets can be volatile,
impacting the cost of purchased power.

i) Target Level: Set at 90 days of projected energy costs.

iii) Risk Mitigation: Enables PWP to manage unexpected energy price spikes or
supply disruptions without impacting rate stability. The reserve also helps
maintain rate stability by offsetting temporary increases in energy
procurement costs.

Transmission Reserve

i) Purpose: Covers potential increases in transmission costs or investments
needed for maintaining or upgrading transmission infrastructure. This reserve
addresses cash needs arising from unforeseen transmission expenses that
may arise from infrastructure wear, system expansion, or regulatory changes.

i) Target Level: Based on projected annual transmission costs amounting 90
days of PWP’s annual transmission-related obligations.

iii) Risk Mitigation: Supports the continuity of service by covering unanticipated
transmission expenses without needing to increase customer rates or reduce
service quality. A dedicated transmission reserve also ensures that PWP can
meet short-term needs related to system upgrades or unexpected outages.

3) Contingency Reserve

a)

b)
c)

Purpose: Acts as a safeguard for extreme or unforeseen events that exceed
standard operating and capital contingencies, including emergencies or
regulatory changes requiring immediate capital outlays.

Target Level: 90 days of annual operating expenses and capital workplan.

Risk Mitigation: Enhances PWP’s financial resilience to sudden disruptions that
could impact service delivery, such as natural disasters or unexpected regulatory
mandates requiring rapid response. The contingency reserve is an essential part
of a strong reserve structure, ensuring operational continuity in critical times.

Proposed Policy Implementation

The conversion of the Stranded Investment Reserve into the Working Capital Reserve
Target with established reserves will involve:

1) Reclassifying Funds: Allocating the existing balance from the Stranded Investment
Reserve into the Working Capital Reserve based on PWP’s needs and
recommended reserve levels.

Establishing Utilization and Replenishment Policies: Defining criteria for withdrawals
and required approvals to ensure that funds are used appropriately and replenished
as needed to maintain established targets.

3) Annual Review and Adjustment: Regular assessment of reserve levels by the
General Manager, reviewing as necessary to meet changing operational and market
conditions.

2)
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COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.

ENVIRONMENTAL ANALYSIS:

CEQA excludes, from environmental review, actions that are not “projects” as defined
by California Public Resources Code (PRC) CEQA Guidelines Section 21065 and within
the meaning of CEQA Guidelines Section 15378(b). PRC Sections 21065 and CEQA
Guidelines Section 15378(b) define a project as an action which may cause either a
direct physical change in the environment, or a reasonably foreseeable indirect physical
change in the environment. CEQA Guidelines Section 15378 excludes from the
definition of “project” administrative activities of governments that will not result in direct
or indirect physical changes in the environment. The actions proposed herein,
amending the municipal code to establish a consolidated working capital reserve for the
Light and Power Fund, is an administrative activity, and therefore is not a “project” as
defined by CEQA. Since the action is not a project subject to CEQA, no environmental
document is required.
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FISCAL IMPACT:

This amendment requires no additional ratepayer contributions, as the funds are
currently available within the Stranded Investment Reserve and Light and Power Fund
Balance. By realigning these funds, PWP will improve financial stability, protect
ratepayers from abrupt rate adjustments, and provide enhanced fiscal resilience for the
utility. There is no impact to the General Fund.

Respectfully submitted,

fp

DAVID M. REYES
Interim General Manager
Water and Power Department

Prepared by:

Lynde Chaimowitz %r

Assistant General Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager
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Pasadena Water and Power

Electric Rate Study — Revenue
Requirements Decision Points



Recommendation

Pasadena Water and Power

Provide guidance to staff on which Optimized
Strategic Plan ("OSP”) portfolio costs to proceed
forward with for the revenue requirements in the
Electric Rate Study ("ERS").



ROAD TO NEW ELECTRIC RATES

Q i, 9

we are here
CLEAN UP POLICY TOOLS DESIGN SCENARIOS OUTCOME
Modified legacy Establish clear policies to Build out the financial Establish a future Review multiple Establish rate pricing
items such as direct  serve as a foundation to models and tools desired state and options based on and look at the
access, long-term set the bounds for future with the established  design a balanced rate Council and customer impacts
contracts and billing financial planning; policy and structure to meet community inputs, regarding the new
provisions that were restructured reserve- parameters to PWP’s mission, based feasible program rate design and
created during a past related code sections forecast future on realistic forecasts implementations and pricing, and
era of deregulation into consolidated revenue needs based and established plans future possible determine the timing
that are incongruent working capital policy on cost-of-service (i.e. budgets, PDMP, stressors, and of new rates and
with today’s business  targets and minimums analysis and IRP, OSP) establish a preferred communicate
model and regulatory economic projections scenario to develop through the
framework rates and customer customer base
impacts
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PWP's Financial Modeling

Pasadena Water and Power

Financial Forecast Monitor Key Financial
Opftimization - Manage Metrics
/ Adjust the Following: - Debt Service Coverage

Ratio (PWP Targets and
Bond Requirements)

 Days Cash on Hand

Identify Rate (Cash Reserves)
optimal mix Changes
to meet PWP

goals

PWP’s Financial Metrics
measure financial
sustainability and health.

Prioritize
Capital

These will directly impact the
cost of debt, credit agencies
ratings.

NewGen .
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Revenue Requirements are then Allocated
to Set Rates

Determine the revenue Revenue Requirement
requirements of the utility (FinanCiaI Forecast)

Unbundle costs by functions and
services (power supply, transmission,
distribution, etc.)

Classify costs (demand, energy,

customer costs, etc.) Cost Allocation

Allocate cost among customer classes

Design rates Rate Design

NewGen .
Strategies KON 5




('\‘ Incorporating all costs into the Revenue

Requirements

Pasadena Water and Power

Test Year Revenue Requirement:

Total costs to provide electric services to customers over the study period
(for example: 2026—2030). Foundation of the COSA and based on forecast.

Adjustments
and

Evaluations Test Year

Revenue
Requirement

Base Year
Financials
Forecast

Budget Year
2026 Costs

2026-2030 (Avg. Costs
Debt/Rate/C for 2026-
IP Amounts 2030)
Set

NewGen .
NIETEIYIN & Solutions 6



PrOJec:’red Cost Trends Increasing

Pasadena Water and Power

. * . .
Operating Expenses Capital Expenditures
Expenses Total CIP
$140.00 129 $250
0 120 z
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= = $200
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*future year projections are draft subject to change
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Summary Results for 2031 Case Studies

Hourl Annual
Hourly .y Annual .
: Matching : Matching
Matching Matching
Accelerated Accelerated
Accelerated Accelerated
Plus Plus
]
i 0, i 0,
Portfolios Designed to Meet 100% of Hourly Needs PortfoMos Designed to Meel 100% of Portfolios Designed to Meet 100% of
(No Market Purchases, Glenarm Replaced/Converted) Hourly Needs AnnualNeeds
’ P (No Market Purchases, Glenarm Backup) (Market Purchases, Glenarm Backup)
Solar-Storage LDES Hydrogen Accel Local Accel Local Accel Local Accel Local
Replacement Replacement Conversion Resources Resources Plus Resources Resources Plus
New Resource Needs by 2031
New Renewables (MW) 600 568 165 363 417 123 151
New Storage (MW) 339 215 - 173 214 76 100
New DR & Load Flex (MW) 35 37 35 35 36 35 35
Clean Energy Metrics by 2031
Metric 1 (%) 167% 183% 127% 170% 171% 108% 108%
Metric 2 (%) 100% 100% 100% 100% 100% 96% 96%
Metric 3 (%) 100% 100% 100% 100% 100% 94% 95%
Relative Costs in 2031
Incremental Cost ($M/yr) +$80-140 +$95-155 +$20-55 +$45-85 +$45-85 +$5-15 +$10-25
Other Considerations Higher risk I [N Lowerrisk

Local Resource Siting
Technology Readiness
Upstream H, Infrastructure
Wholesale Market Exposure
Resource Adequacy Risk
Local Resilience

Long-Term Optionality

DRAFT

Note: Metric calculations are based on a single deterministic year of normal weather conditions and do not capture events where transmission or distribution
contingencies would require Glenarm to operate to ensure local reliability. Actual outcomes may vary due to impacts of natural year-to-year weather variability,
transmission and distribution contingencies, and dispatch instructions provided by CAISO.

e Energy+Environmental Economics
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Optimized Strategic Plan
Relative Incremental Cost

Procurement Cost for Generic Resources

Incremental Market Revenues for Generic
Resources

Operating Costs for Existing Resources

Market Revenues for Existing Resources

Fixed O&M Costs for Existing Resources

=)
—

Electric Rate Study - Financial Plan

$$$
$

$$

$
$$
$$

$$$$

Total Revenue Requirements

Procurement Cost for Generic Resources

Incremental Market Revenues for Generic
Resources

Operating Costs for Existing Resources

Market Revenues for Existing Resources

Fixed O&M Costs for Existing Resources

PPA Costs for Existing Resources

All other system costs including distribution
system costs, administration, customer

service, facilities, external affairs,
compliance, debt and indirect costs

@ OSP and Rate Study Data Flow

OSP
outputs
used
directly in
PWP
financial
plan

Costdata
developed
specifically
for financial
plan
(including
operating
and capital
budget)



Scenario Levers

The general revenue requirements were derived from Days Cash on Hand
a total system wide needs including operations and » 1.000

capital. The System Wide Effective Rate is the § ’

quotient of total system revenue requirements and 800

total system load. This does not account for different 600

rates for different customer types or the fixed or 400

variable charges on customer bills. Existing reserves
were used to satisfy system requirements until they

reached the floor for all scenarios. 0
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Unchanged in scenario comparisons _
Scenario Levers
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Effective Rates + or - for

(Total Rev. Req/ Total
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storage

on Hand No Rate
Target Smoothing
(180) Days

For comparison purposes only 0
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Revenue Requirements®

*DRAFT results final quality assurance is not yet complete

Power cost
adjustments for
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Discussion and Next Steps

Provide guidance to staff on which
Optimized Strategic Plan ("“OSP?)
portfolio costs to proceed forward with
for the revenue requirements in the
Electric Rate Study ("ERS”).
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Cost of Service Steps & Process

Revenue Requirements:
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& Rate Strategy (Policy Decision)

Pasadena Water and Power

COS Is one step in rate making, rate making
considers the CQOS, policy, and rate designs

available

It COS results show signi
some classes, we woulo

lcant rate increases in
propose gradualism or

a “phased-in" approac

N to work towards the

COS, but may not reach the final COS results
Limit rate decreases, thus limiting rate increases
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S Rates Designed to Get to Rev. Requirements within
J4
Customer Groups

()

Pasadena Water and Power

Each rate design has a pricing
tradeoff within each customer
type based on individuality within oot
each broadly defined customer l
class.

Rate design is discussed to
Incentivize behavior we would
ike to see based on customer
priorities and likelihood of
adoption.

NewGen .
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& Next Steps

Pasadena Water and Power

Direct staff to retfurn with proportion of solar and
sforage

e Incorporate the proportion and type of solar and
[e] storage costs integrated info financial model

This will impact pricing by customer type(i.e.
residential or commercial)
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Utility
constructed

solar &
storage

infrastructure

What strategy and
in what proportion

does the utility want incenthes
to pursue to reach
local solar and
storage targets
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July 14, 2025

TO: Honorable Mayor and City Council
THROUGH: Municipal Services Committee (June 24, 2025)
FROM: Water and Power Department

SUBJECT: UPDATE ON THE ELECTRIC RATE STUDY AND THE ENERGY
RESOURCE PORTFOLIO

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed actions are statutorily exempt from the California
Environmental Quality Act (“CEQA”) pursuant to CEQA Guidelines Section 15262,
Feasibility and Planning Studies; and

2) Recommend that City Council direct staff to proceed with the rate study consistent
with Municipal Services Committee (“MSC”) guidance to prepare a two-year rate
plan using the cost assumptions up to 2029.

MUNICIPAL SERVICES COMMITTEE RECOMMENDATION:

On June 24, 2025, the Municipal Services Committee provided guidance to prepare a
two-year rate plan using the cost assumptions up to 2029. This consensus was based
on discussion of draft financial results showing all the cost scenarios presented, until
2029, are not significantly different. MSC also reiterated that proposals would include
rate increases as steadily as practical using all financial tools available, including the
use of debt financing and cash balances.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) is conducting an Electric Rate Study (“ERS”) to
develop a cost-based, forward-looking rate plan aligned with the City’s goals for
affordability, reliability, and carbon-free electricity by 2030. The study includes a
comprehensive cost of service analysis, financial modeling, and public engagement
strategy tailored to customer profiles to enhance transparency and participation. In
parallel with the ERS, several energy resource scenarios were evaluated as part of the
Optimized Strategic Plan (“OSP”) process, including options that accelerate local solar
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and storage development while preserving the Glenarm Power Plant as a limited-use
backup. Revenue requirements and system-wide effective rate impact projections were
developed for each scenario, showing annual systemwide revenue needs and average
system wide effective rates. Once Council selects a preferred scenario, PWP will
present the MSC and City Council with proposed approaches to advance local solar and
storage initiatives and further refine forecasts to inform upcoming rate
recommendations.

BACKGROUND:

The ERS’s purpose is to evaluate and develop a recommended rate plan that aligns
with established Council policies and legal constraints. The objective is to collect
sufficient revenue while also supporting community and utility resiliency goals. This is
achieved by sending price signals to customers that incentivize behaviors that are
beneficial for both the community and the utility. With the use of empirical data and
industry best practice, PWP will ultimately explore rate structures and pricing incentives
that will accommodate evolving electric industry trends and customer practices. To
achieve this purpose, there has been significant efforts and coordination with the OSP,
specifically to integrate the power supply costs into the long-range forecast.

On October 8, 2024, PWP presented an update on the Electric Rate Study to MSC.
The consultant, NewGen Strategies and Solutions, LLC (“NewGen”), had completed its
initial phase, which included data collection, and was actively working on the cost of
service analysis and development of the financial model. This model is designed to
reflect the utility’s cost to serve, establish revenue requirements, incorporate economic
forecasts, and adhere to established policies and parameters. The ERS will also align
with the Optimized Strategic Plan (“OSP”), which outlines key case studies to achieve
the City’s goal set forth in Resolution 9977 of sourcing 100% of its electricity from
carbon-free sources by 2030.

On March 11, 2025, staff provided an update of the ERS public participation plan. PWP
will implement a diverse and tailored approach to public engagement by segmenting
participation based on customer profiles. Actively involving customers in the rate-setting
process enhances transparency, builds trust, and fosters a deeper understanding of
cost structures and service value. Public engagement efforts are underway.

On May 5, 2025, the City Council directed staff to complete the OSP final report, which
includes four options with pathways that enable the Glenarm Power Plant to operate on
a limited basis, and engage in market purchases to ensure electricity remains reliable
and electric rates are optimized for affordability. The selected OSP options include
annual and hourly methods of procuring clean energy where consumption is matched
with production on an annual or hourly basis, ensuring every kilowatt-hour of electricity
used is offset by carbon-free generation. In addition, each method includes options for
accelerated local solar and storage energy resources.

Much of the data gathering and financial plan development has been completed and the
analysis and options being presented to Council will enable movement of the ERS to
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the new phase of scenario refinement. The OSP cost data for resources has been
integrated into the financial plan in order to show the proportional impact on revenue
requirement and system-wide rates and is presented in this analysis.

Analysis
Financial Model and Revenue Requirements

The financial model determines whether the revenues from rates are sufficient to meet
projected revenue requirements for the electric system. The developed model is based
on the cost of service analysis utilizing fiscal year 2026 operating and capital budgets as
the baseline and the utility’s revenue requirements. Although the rates likely to be
proposed are for a two- to three-year time period, the model provides a 10-year outlook
aligned with economic forecasts and established policies and parameters to project
future revenue needs. The long-term outlook enables the ability for stabilization of any
proposed rate increases.

As a result of MSC’s guidance, staff incorporated costs associated with the OSP
scenarios to identify the revenue requirement impacts. Ultimately the model enables
staff to evaluate the scenarios and provide the rough magnitude of customer rate
impacts that may be proposed. All scenarios are also compared to the most recent
forecasts as included in the Fiscal Year (“FY”) 2026 proposed budgets, which is
represented as “Base Case with Rate Adjustments”. The selected portfolio balances the
goal to source all power from carbon-free sources with affordability, rate equity, stability,
and reliability to meet the goals of Resolution 9977.

Figure 1 below shows a conceptual diagram of how the costs presented from the OSP
and the ERS are integrated and flow between model or study outputs.

Figure 1: OSP and ERS cost data flow
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All scenarios are compared to a base case with rate adjustments. The base case with
rate adjustments are reflective of the FY 2026 capital and operating budgets. All
assumptions and projections are based on existing PWP forecasts and existing
contracts for resources. Of note, the load forecasts for the base case with rate
adjustments are based on PWP historical data and the resources required to meet
those needs.

The portfolios approved at MSC are briefly described below.

a. Hourly Matching Accelerated Local Resources - Accelerated development of local
solar and storage resources within the PWP service territory;

b. Hourly Matching Accelerated Local Resources Plus - Development of demand-side
programs and rate structures to encourage load flexibility, managed electric vehicle
charging, and other cost-effective demand response;

c. Annual Matching Accelerated Local Resources - Preservation of the Glenarm
Power Plant as a “backup” resource for reliability that operates only under a narrow
set of conditions; and

d. Annual Matching Accelerated Local Resources Plus - Pursuit of a balanced
position in the California Independent System Operator (“CAISO”) wholesale
energy market, allowing for limited sales and purchases to manage imbalances in
supply and demand.

In order to show the proportional differences, there were several assumptions in the
financial plan output from the ERS that were held constant, despite the utility’s ability to
leverage those tools to stabilize rates. For all of the figures presented, there is the
assumption that no debt will be issued. Debt being issued requires balancing several
other financial metrics and is dependent on the type of investment being made. For
example, if something being invested in does not have a useful life of 30 years, debt
financing is not a tool that can likely be used. All scenarios also assumed that rate
changes would not be made until cash reserve levels dropped below a pre-defined
acceptable level. In all scenarios that did not increase revenues, the cash balance
would become negative, which is not an option, so associated rates were adjusted
when the reserves reached a pre-defined floor. PWP can also smooth out rates over
time. Rate smoothing options will be presented with final staff recommendations. All
figures presented are draft outputs that provide the best available information at this
time, but they have not yet gone through the rigor that the final rate recommendations
will have gone through.

As presented in Figure 2, to keep up with escalating costs and future investments, the
system will have additional revenue requirements that increase from $306 million in
FY2026 to the current forecast of the “base case with revenue adjustments” in FY2031
of $340 million. The OSP-generated case studies are also represented on the chart to
show the varying levels of revenue requirements based on the selected pathway that
PWP is directed to take. The scenarios all begin with the FY2026 budgeted revenue
requirement and diverge from there. The greatest deviation is in FY2031, when the
lowest annual revenue requirement is $340 million as compared to the highest annual
revenue requirement of $434 million. These case studies slightly deviate from approved
operating and capital budgets, which include moving BESS I, emerging/pilot project as
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they increase Distributed Energy Resources (“DER”) and storage (in the OSP- increase
purchased power costs).

Figure 2: Draft Revenue Requirements
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In order to present comparable data from a system wide effective rate perspective, rates
were adjusted to keep the days cash-on-hand above 180 days. These rates are
presented to exemplify differences in scenarios. This methodology is the simplest way
to illustrate how various case studies may change rates if the utility were to adopt “just-
in-time” rates. The utility can employ methods such as phasing-in rate increases and
issuing debt in order to manage stable rates. The final recommendation, after receiving
direction from the City Council, will be to propose steady increases as possible
balancing debt issuances.

Figure 3 shows the variations in systemwide effective rates from a different perspective
using the same case studies. The systemwide effective rate, used for example
purposes only, represents the total costs of the system divided by the kWh of sales. It is
important to note that each customer class pays a different rate based on the cost to
serve their demands on the system and other cost allocation factors that are discussed
in the cost of service process.

As Figure 3 illustrates, each systemwide effective rate, as modeled for “just in time”
increases, takes on different trajectories. For example, the base case with rate
adjustments comes to a peak in FY2029, primarily due to the large capital spend for the
installation for the 100 MW storage on the site of the Glenarm Power Plant and the
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funds required to construct the facility (even including offsetting grant projections). The
base case with rate adjustments then slopes downward to plateau around 33 cents in
FY2033. For the other side of the comparison, there is the Hourly Matching Case
Studies (both Accelerated and Accelerated Plus have similar paths). The OSP costs
peak in FY2031 as the models for capacity needs selected the latest possible execution
time to optimize for costs. The Hourly Matching case studies peak at 42 cents and then
slowly return to a flat growth trend around FY2033 to stay at 37 to 38 cents range.

Figure 3: Draft System Wide Effective Rate
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Next Steps

To continue with the cost-of-service analysis and to appropriately collect revenue
through rates, staff will return to MSC and the City Council with a presentation of solar
and storage options for MSC’s consideration and selection. Ultimately, staff will present
final rate recommendations based on the selected options. The rate plan will cover
actions for the next two to three years and will include an outlook on how rates may
change in the future.

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

These actions have been determined to be statutorily exempt from the California
Environmental Quality Act (CEQA) pursuant to State CEQA Guidelines Section 15262.
This Section states that a project involving only feasibility and planning studies for
possible future actions which the agency has not approved, adopted, or funded are
exempt from CEQA.

FISCAL IMPACT:

There is no fiscal impact from this action. Council may adopt proposed rate adjustments
and fiscal impacts after several other decision points at a future meeting. There is no
impact to the General Fund.

Respectfully submitted,

"

DAVID M. REYES
General Manager
Water and Power Department

Prepared by:

WVM

Lynne Chaimowitz
Assistant General Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager


lchaimowitz
Pencil


July 14, 2025

TO: Honorable Mayor and City Council
THROUGH: Municipal Services Committee (June 24, 2025)
FROM: Water and Power Department

SUBJECT: UPDATE ON THE ELECTRIC RATE STUDY AND THE ENERGY
RESOURCE PORTFOLIO

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed actions are statutorily exempt from the California
Environmental Quality Act (“CEQA”) pursuant to CEQA Guidelines Section 15262,
Feasibility and Planning Studies; and

2) Provide guidance on which Optimized Strategic Plan (“OSP”) portfolio costs to
proceed forward with for the revenue requirements in the Electric Rate Study
(‘ERS”).

MUNICIPAL SERVICES COMMITTEE (“MSC”) RECOMMENDATION:

On June 24, 2025, the Municipal Services Committee recommended guidance to
prepare a two-year rate plan using the cost assumptions up to 2029. This consensus
based on the discussion that draft financial results show that all the cost scenarios
presented, until 2029, are not significantly different. MSC also reiterated staff’s

assurance that rate proposals would include increases as steadily as practical using all

financial tools available, including the use of debt financing and cash balances.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) is conducting an Electric Rate Study (ERS) to
develop a cost-based, forward-looking rate plan aligned with the City’s goals for
affordability, reliability, and carbon-free electricity by 2030. The study includes a
comprehensive cost of service analysis, financial modeling, and public engagement
strategy tailored to customer profiles to enhance transparency and participation. In
parallel with the ERS, several energy resource scenarios were evaluated as part of the
Optimized Strategic Plan (OSP) process, including options that accelerate local solar
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and storage development while preserving the Glenarm Power Plant as a limited-use
backup. Revenue requirements and system-wide effective rate impact projections were
developed for each scenario, showing annual systemwide revenue needs and average
system wide effective rates. Once Council selects a preferred scenario, PWP will
present the MSC and City Council with proposed approaches to advance local solar and
storage initiatives and further refine forecasts to inform upcoming rate
recommendations.

BACKGROUND:

The ERS’s purpose is to evaluate and develop a recommended rate plan that aligns
with established Council policies and legal constraints. The objective is to collect
sufficient revenue while also supporting community and utility resiliency goals. This is
achieved by sending price signals to customers that incentivize behaviors that are
beneficial for both the community and the utility. With the use of empirical data and
industry best practice, PWP will ultimately explore rate structures and pricing incentives
that will accommodate evolving electric industry trends and customer practices. To
achieve this purpose, there has been significant efforts and coordination with the OSP,
specifically to integrate the power supply costs into the long-range forecast.

On October 8, 2024, PWP presented an update on the Electric Rate Study to MSC.
The consultant, NewGen Strategies and Solutions, LLC (“NewGen”), had completed its
initial phase, which included data collection, and was actively working on the cost of
service analysis and development of the financial model. This model is designed to
reflect the utility’s cost to serve, establish revenue requirements, incorporate economic
forecasts, and adhere to established policies and parameters. The ERS will also align
with the Optimized Strategic Plan (“OSP”), which outlines key case studies to achieve
the City’s goal set forth in Resolution 9977 of sourcing 100% of its electricity from
carbon-free sources by 2030.

On March 11, 2025, staff provided an update of the ERS public participation plan. PWP
will implement a diverse and tailored approach to public engagement by segmenting
participation based on customer profiles. Actively involving customers in the rate-setting
process enhances transparency, builds trust, and fosters a deeper understanding of
cost structures and service value. Public engagement efforts are underway.

On May 5, 2025, the City Council directed staff to complete the OSP final report, which
includes four options with pathways that enable the Glenarm Power Plant to operate on
a limited basis, and engage in market purchases to ensure electricity remains reliable
and electric rates are optimized for affordability. The selected OSP options include
annual and hourly methods of procuring clean energy where consumption is matched
with production on an annual or hourly basis, ensuring every kilowatt-hour of electricity
used is offset by carbon-free generation. In addition, each method includes options for
accelerated local solar and storage energy resources.

Much of the data gathering and financial plan developmenthas been completed and the
analysis and options being presented to Council will enable movement of the ERS to
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the new phase of scenario refinement. The OSP cost data for resources has been
integrated into the financial plan in order to show the proportional impact on revenue
requirement and system-wide rates and is presented in this analysis.

Analysis
Financial Model and Revenue Requirements

The financial model determines whether the revenues from rates are sufficient to meet
projected revenue requirements for the electric system. The developed model is based
on the cost of service analysis utilizing fiscal year 2026 operating and capital budgets as
the baseline and the utility’s revenue requirements. Although the rates likely to be
proposed are for a two- to three-year time period, the model provides a 10-year outlook
aligned with economic forecasts and established policies and parameters to project
future revenue needs. The long-term outlook enables the ability for stabilization of any
proposed rate increases.

As aresult of MSC’s guidance, staff incorporated costs associated with the OSP
scenarios to identify the revenue requirement impacts. Ultimately the model enables
staff to evaluate the scenarios and provide the rough magnitude of customer rate
impacts that may be proposed. All scenarios are also compared to the most recent
forecasts as included in the Fiscal Year (“FY”) 2026 proposed budgets, which is
represented as “Base Case with Rate Adjustments”. The selected portfolio balances the
goal to source all power from carbon-free sources with affordability, rate equity, stability,
and reliability to meet the goals of Resolution 9977.

Figure 1 below shows a conceptual diagram of how the costs presented from the OSP
and the ERS are integrated and flow between model or study outputs.
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Figure 1: OSP and ERS cost data flow
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All scenarios are compared to a base case with rate adjustments. The base case with
rate adjustments are reflective of the FY 2026 capital and operating budgets. All
assumptions and projections are based on existing PWP forecasts and existing
contracts for resources. Of note, the load forecasts for the base case with rate
adjustments are based on PWP historical data and the resources required to meet
those needs.

The portfolios approved at MSC are briefly described below.

a. Hourly Matching Accelerated Local Resources - Accelerated development of local
solar and storage resources within the PWP service territory;

b. Hourly Matching Accelerated Local Resources Plus - Development of demand-side
programs and rate structures to encourage load flexibility, managed electric vehicle
charging, and other cost-effective demand response;

c. Annual Matching Accelerated Local Resources - Preservation of the Glenarm Power
Plant as a “backup” resource for reliability that operates only under a narrow set of
conditions; and

d. Annual Matching Accelerated Local Resources Plus - Pursuit of a balanced position
in the California Independent System Operator (“CAISO”) wholesale energy market,
allowing for limited sales and purchases to manage imbalances in supply and
demand.

In order to show the proportional differences, there were several assumptions in the
financial plan output from the ERS that were held constant, despite the utility’s ability to
leverage those tools to stabilize rates. For all of the figures presented, there is the
assumption that no debt will be issued. Debt being issued requires balancing several
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other financial metrics and is dependent on the type of investment being made. For
example, if something being invested in does not have a useful life of 30 years, debt
financing is not a tool that can likely be used. All scenarios also assumed that rate
changes would not be made until cash reserve levels dropped below a pre-defined
acceptable level. In all scenarios that did not increase revenues, the cash balance
would become negative, which is not an option, so associated rates were adjusted
when the reserves reached a pre-defined floor. PWP can also smooth out rates over
time. Rate smoothing options will be presented with final staff recommendations. All
figures presented are draft outputs that provide the best available information at this
time, but they have not yet gone through the rigor that the final rate recommendations
will have gone through.

As presented in Figure 2, to keep up with escalating costs and future investments, the
system will have additional revenue requirements that increase from $306 million in
FY2026 to the current forecast of the “base case with revenue adjustments” in FY2031
of $340 million. The OSP-generated case studies are also represented on the chart to
show the varying levels of revenue requirements based on the selected pathway that
PWP is directed to take. The scenarios all begin with the FY2026 budgeted revenue
requirement and diverge from there. The greatest deviation is in FY2031, when the
lowest annual revenue requirement is $340 million as compared to the highest annual
revenue requirement of $434 million. These case studies slightly deviate from approved
operating and capital budgets, which include moving BESS II, emerging/pilot project as
they increase Distributed Energy Resources (“DER”) and storage (in the OSP- increase
purchased power costs).
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Figure 2: Draft Revenue Requirements
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In order to present comparable data from a system wide effective rate perspective, rates
were adjusted to keep the days cash-on-hand above 180 days. These rates are
presented for exemplify differences in scenarios. This methodology is the simplest way
to illustrate how various case studies may change rates if the utility were to adopt “just-
in-time” rates. The utility can employ methods such as phasing-in rate increases and
issuing debtin order to manage stable rates. The final recommendation, after receiving
direction from the City Council, will be to propose steady increases as possible
balancing debt issuances.

Figure 3 shows the variations in systemwide effective rates from a different perspective
using the same case studies. The systemwide effective rate, used for example
purposes only, represents the total costs of the system divided by the kWh of sales. It is
important to note that each customer class pays a different rate based on the cost to
serve their demands on the system and other cost allocation factors that are discussed
in the cost of service process.

As Figure 3 illustrates, each systemwide effective rate, as modeled for “justin time”
increases, takes on different trajectories. For example, the base case with rate
adjustments comes to a peak in FY2029, primarily due to the large capital spend for the
installation for the 100 MW storage on the site of the Glenarm Power Plant and the
funds required to construct the facility (even including offsetting grant projections). The
base case with rate adjustments then slopes downward to plateau around 33 cents in
FY2033. For the other side of the comparison, there is the Hourly Matching Case
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Studies (both Accelerated and Accelerated Plus have similar paths). The OSP costs
peak in FY2031 as the models for capacity needs selected the latest possible execution
time to optimize for costs. The Hourly Matching case studies peak at 42 cents and then
slowly return to a flat growth trend around FY2033 to stay at 37 to 38 cents range.

Figure 3: Draft System Wide Effective Rate

System Wide Effective Rate
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Next Steps

To continue with the cost-of-service analysis and to appropriately collect revenue
through rates, staff will return to MSC and the City Council with a presentation of solar
and storage options for MSC’s consideration and selection. Ultimately, staff will present
final rate recommendations based the selected options. The rate plan will cover actions
for the next two to three years and will include an outlook on how rates may change in
the future.

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

These actions have been determined to be statutorily exempt from the California
Environmental Quality Act (CEQA) pursuant to State CEQA Guidelines Section 15262.
This Section states that a project involving only feasibility and planning studies for
possible future actions which the agency has not approved, adopted, or funded are
exempt from CEQA.

FISCAL IMPACT:

There is no fiscal impact from this action. Council may adopt proposed rate adjustments
and fiscal impacts after several other decision points at a future meeting. There is no
impact to the General Fund.

Respectfully submitted,

"

DAVID M. REYES
General Manager
Water and Power Department

Prepared by:

Lynne Chaimowitz 2:

Assistant General Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager
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genda Report

December 15, 2025

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (December 9, 2025)

FROM: Water and Power Department

SUBJECT: SET A DATE OF FEBRUARY 9, 2026, TO CONDUCT A PUBLIC
HEARING FOR RECOMMENDED ELECTRIC RATE ADJUSTMENTS
AND DIRECT CITY ATTORNEY’S OFFICE TO PREPARE AN

AMENDMENT TO THE LIGHT AND POWER RATE ORDINANCE
AND ADOPT THE UTILITY RATE RESOLUTION

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed action is not a project subject to the California Environmental
Quality Act (CEQA) pursuant to Section 21065 of CEQA and Sections 15060(c)(2),
15060(c)(3), and 15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the project;

2) Set a date of February 9, 2026, to conduct a public hearing for the recommended
electric rate adjustments based on the findings of the recent electric rate study, with
changes to take effect on March 1, 2026, or as soon thereafter as practicable;

3) Direct staff to prepare the Utility Rate Resolution using a two-year, three-phase rate
adjustment (effective March 1, 2026, October 1, 2026, and March 1, 2027); and

4) Direct the City Attorney’s Office to prepare a restatement of the Light and Power Rate
Ordinance, Chapter 13.04 — Power Rates and Regulations, to reflect the proposed
electric rate adjustments, eliminate outdated or obsolete provisions, and align the
ordinance with current industry best practices.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) has completed a comprehensive Electric Rate
Study to ensure that electric rates remain equitable, cost-based, and aligned with the
City’s long-term goals of fiscal responsibility, infrastructure modernization, and
achieving 100% carbon-free electricity by 2030. Conducted in partnership with NewGen

MEETING OF AGENDA ITEMNO.




Set a Public Hearing for the Recommended Electric Rate Adjustments
December 15, 2025
Page 2 of 30

Strategies and Solutions, LLC (“NewGen”), the study includes a full cost-of-service
analysis, financial modeling, and extensive public engagement. The study confirms that
current electric rates are insufficient to meet projected revenue needs, with a shortfall of
approximately $67.9 million. To address this, PWP developed two rate adjustment
alternatives. The recommended approach proposes a phased implementation over
three steps allowing for gradual revenue recovery while maintaining reserve levels
above policy minimums. This strategy balances financial sustainability with customer
affordability and rate stability.

In addition to the rate adjustments, PWP recommends a full restatement of the Light
and Power Rate Ordinance (Chapter 13.04). This restatement will modernize the
ordinance by eliminating outdated provisions, aligning terminology with current industry
standards, and streamlining governance by moving all rate figures to the Electric Utility
Rate Resolution. The updated ordinance also anticipates future needs, including time-
of-use pricing, advanced metering infrastructure, and expanded support for distributed
energy resources such as electric vehicles and local solar generation.

PWP’s proposed rates remain among the most affordable in the region. The utility
continues to prioritize equity by offsetting fixed charges for income-qualified customers
and energy efficiency programs. Public engagement has been central to the process,
with outreach efforts including webinars, open houses, and a dedicated website.
Feedback from residential and commercial customers has informed the rate design and
highlighted interest in clean energy options, electric vehicle incentives, and bill
transparency tools. PWP recommends that the City Council set a public hearing for
February 9, 2026, to present the proposed rate adjustments and ordinance restatement,
and to gather community input. If approved, the new rates would take effect beginning
March 1, 2026, or as soon thereafter as practicable.

BACKGROUND:

State of the Industry

Across California and the nation, residential electricity rates continue to rise, driven by a
combination of infrastructure investments, wildfire mitigation, regulatory mandates, and
the growing demand for clean energy. California’s investor-owned utilities (“lOUSs”) in
particular—such as PG&E, Southern California Edison, and San Diego Gas & Electric—
have implemented significant rate increases in recent years. These increases have
pushed average residential rates in some territories to nearly 40 cents per kilowatt-hour,
placing a growing burden on customers and raising concerns about long-term
affordability.

In contrast, publicly owned utilities (“POUS”) like PWP have remained a more affordable
and stable option for customers. PWP continues to offer some of the lowest residential
electric rates in the region, thanks to its local governance, not-for-profit structure, and
prudent financial planning. While PWP has implemented modest rate adjustments to
support necessary investments in system reliability and clean energy commitment all
within a challenging energy market, its rates remain well below those of neighboring
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utilities. This affordability is a direct reflection of the utility’s commitment to balancing
fiscal responsibility with customer value. The proposed rate increases are competitive
with neighboring agencies. Figure 4 provides electric bill comparisons with neighboring
agencies. It is important to note that rate structures differ between electric utilities based
on operating costs, the level of infrastructure investment, and other factors. The
comparisons are based on research of publicly available information on approved
electric rate increases for the agencies shown.

Figure 1: Estimated Monthly Electric Bill Comparison*

| Edi
SoCal Edison Glendale

$178.68 PWP -
LADWP November
$139.71 2025

$115.01

$191.60

Burbank

$107

*Amounts represent monthly total single family residential bill with the usage of 500 kwh for the month of
November 2025. Amounts calculated using published rate schedules. Electric amounts calculated using

published non-time of use rate schedules. Amounts also exclude taxes and non bypassable surcharges.

Information has been sourced from publicly available information at the time generated.

It is important to note that all rate information represents a snapshot in time. As PWP
adjusts its rates to meet evolving operational and regulatory needs, other utilities are
doing the same, often at a much steeper pace. The utility sector as a whole is
undergoing a period of transformation, with increasing capital requirements tied to grid
modernization, electrification, and climate resilience. In this context, PWP’s ability to
maintain competitive rates while advancing its strategic goals is a testament to the
strength of the public power model.

Why it is important to conduct the electric rate study now?

PWP manages the City’s electric system, ensuring safe, reliable, and resilient service.
To maintain operations, fund capital improvements, and preserve financial stability, the
utility must generate sufficient revenue through rates that reflect the cost-of-service, in
compliance with Proposition 26. Proposition 26 requires that charges must not exceed
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the reasonable cost of providing the service. These charges must also have a clear
connection to the service received by the customer. As an enterprise fund, the Light and
Power Fund is a self-sustaining, not-for-profit entity where all revenues are reinvested
into the utility.

To avoid any perceived or actual misalignment of the costs to serve, PWP periodically
conducts cost-of-service studies to assess operating expenses, capital requirements,
customer usage patterns, and rate structures. These evaluations are typically performed
every five to ten years, with the most recent review of the Power Fund completed in
2018. The Electric Rate Study was initiated in 2024 through a competitively awarded
contract with NewGen. The scope of work included the development of a dynamic
financial forecast model, a full cost-of-service analysis, rate design, ordinance review,
and a public engagement strategy. The study builds on prior work, including the 2018
Power Integrated Resource Plan and the 2023 City Council Resolution 9977, which
commits Pasadena to 100 percent carbon-free electricity by 2030.

As customer usage patterns evolve and the costs of providing electric service continue
to shift, it is essential that PWP regularly conducts cost-of-service studies to ensure
rates remain equitable, transparent, and aligned with actual service delivery. These
studies help prevent disparities from growing unchecked, disparities that, if left
unaddressed, could undermine financial stability and place the utility in a reactive
position. By proactively evaluating and adjusting rate structures, PWP upholds its
commitment to fiscal responsibility, regulatory compliance, and long-term sustainability,
while continuing to provide safe, reliable, and resilient electric service to the Pasadena
community.

Given the current and rapidly changing conditions, PWP as provided by guidance of
Municipal Services Committee, intends to conduct a similar analysis in approximately
two years. Thanks to the robust financial model developed for this study, PWP will be
able to support a more condensed timeline for the next analysis.

Electric Rate Study Process Background

With the assistance of NewGen, PWP has recently finalized the first steps in the electric
rate study, which are the accounting exercises of the development of the financial plan
as well as the cost-of-service study (or cost allocation process). The study confirmed
the need for rate adjustments to ensure the equitable recovery of increasing costs. Its
primary objective is to develop a cost-based rate plan that supports the City’s goals of
maintaining fiscal responsibility and stability, enhancing public infrastructure, and
advancing sustainability initiatives. The study process included a full modernization of
the financial planning model used by staff and a comprehensive review of cost
accounting data to come up with billing determinants for which pricing and rates were
developed.

On September 9, 2025, the Municipal Services Committee (“MSC”) directed staff to
prepare a two-year electric rate plan with annual systemwide increases of 9.5% for
Fiscal Year (“FY”) 2026 and 2027, and to finalize the cost-of-service analysis, rate
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design, and ordinance review. While the MSC provided guidance to develop a two-year
rate plan, PWP also presented alternative multi-year scenarios based on different clean
energy portfolios from the Optimized Strategic Plan (OSP). These scenarios were
included to provide transparency and to illustrate the long-term financial implications of
various clean energy strategies, including accelerated local solar and storage
investments and hourly matching approaches. The alternatives are not proposed for
adoption at this time but serve to inform future planning and demonstrate the potential
range of outcomes.

Earlier, on July 14, 2025 (following MSC review on June 24), City Council approved the
development of a two-year rate plan using cost assumptions through 2029 and
endorsed a strategy of steady, practical rate increases supported by financial tools such
as debt and cash reserves. On March 11, 2025, staff introduced a customer-segmented
public participation plan to enhance transparency and engagement. Previously, on
October 22, 2024, PWP and NewGen presented an update to MSC, highlighting
progress on the financial model.

PWP has updated the Municipal Services Committee and City Council along the way
and taken on the following steps:

e On May 6, 2024, the City Council approved a contract with NewGen to perform an
Electric Cost-of-Service Analysis and provide Rate Design Services.

e On October 22, 2024, staff presented an introduction to the Electric Rate Study to
the MSC.

e On January 13, 2025, the City Council adopted Ordinance No. 7441, which
amended Pasadena Municipal Code (“PMC”) Chapter 13.04 to remove Direct
Access provisions and related tariffs, and to amend the long-term contract
provisions.

e On March 11, 2025, staff provided an update to the MSC on the Electric Rate Study
and introduced a customer engagement plan.

e OnJune 9, 2025, the City Council adopted Ordinance No. 7448, amending PMC
Chapter 13.04 to eliminate the Stranded Investment Charge and Reserves, and to
establish a Working Capital Reserve Policy.

e On June 24, 2025, staff sought direction from the MSC on which OSP portfolio costs
should be included in the revenue requirements for the electric rate study.

Why are rate adjustments needed now?

Analysis shows that, using the current rates, the revenue generated is insufficient to
meet the revenue requirements for the study period. As shown in Figure 2, the electric
system financial model includes annual system wide effective rate increases of 9.5% in
fiscal years 2026 and 2027 would collect sufficient revenue to meet the system need.
When the rate increase is delayed, PWP is using funds out of cash reserves to fund to
compensate for the under collection.
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$300 Figure 2: Financial Model Annual System Wide Effective Rate Increases
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To address this gap, and in concert with the direction given by the Municipal Services
Committee, the study recommends annual system wide effective rate increases of 9.5%
in both FY 2026 and FY 2027. These rate changes are projected to generate
approximately $21.5 million and $25.5 million in additional revenues in fiscal years 2026
and 2027, respectively. The revenue increases are necessitated by increasing costs to
deliver power to customers and provide the excellent level of service in PWP’s mission.

There are four key drivers behind the increasing need for electric rate adjustments.
First, PWP is experiencing significant cost pressures due to rising prices for materials
and equipment essential to maintaining the electric distribution grid, some of which, like
cables and transformers, have seen cost increases of 75 to 100 percent since 2019.
Secondly and concurrently, PWP is investing in critical infrastructure upgrades,
including advanced metering systems, battery storage, and wildfire resilience projects,
which are vital for long-term reliability and modernization. Third, the cost of energy
procurement is rising as PWP is purchasing power supply resources to meet customer
demand as a part of the larger California energy markets. Since committing in 2018 to
purchasing only renewable resources, PWP has seen market-based prices for clean
energy more than double over the past five years. Finally, PWP must ensure that the
utility remains financially sound and resilient to serve customers for current and future
generations. With these rate adjustments, PWP can ensure adequate funding for these
essential initiatives while maintaining strong financial metrics and continuing to deliver
reliable electric service that customers can count on.

There is meaning behind the metrics reflecting how PWP is actively working to ensure
the financial health of the Light and Power Fund. Through strategic planning, PWP is
identifying cost savings and operational efficiencies, issuing debt responsibly, and using
a range of tools to manage the Fund’s long-term sustainability.
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To increase revenue and reduce costs, PWP has successfully pursued external funding,
including nearly $10 million from the California Energy Commission for a battery energy
storage system. To lower the cost of long-term renewable energy contracts, PWP is
also working on a prepaid energy transaction expected to save approximately $1.4
million annually. This approach will be expanded as additional renewable resources
come online in 2027 and 2028.

PWP continues to modernize its operations by implementing new technologies and
improving supply chain strategies to drive efficiency. In 2024, PWP issued municipal
electric revenue bonds to support capital investments in power delivery infrastructure.
Approximately $34 million in bond proceeds are currently being used for existing capital
projects, and a $50 million bond issuance is projected for fiscal year 2028. These
actions help ensure intergenerational equity by spreading the cost of major system
investments over time, rather than relying solely on cash funding.

Without these adjustments, PWP’s cash balance—currently at $409 million—would

decline by over $134 million by FY 2029, reducing the utility’s financial flexibility and
resilience. With the proposed rate plan, PWP has projected a use of $36 million at a
minimum or more as discussed in the analysis portion.

Equity and Affordability

As part of the foundational work in the Electric Rate Study, PWP prioritized equity and
affordability by ensuring that income-qualified customers would not bear the burden of
fixed charges. One of the first policy decisions made was to structure the rate design so
that 100% of fixed monthly fees, such as the customer charge and grid access charge,
would be fully offset for qualifying low-income households using funds from the Public
Benefits Charge. This ensures that our most vulnerable neighbors continue to receive
essential electric service without undue financial strain. In addition to direct bill relief,
PWP’s energy efficiency programs, such as the Home Improvement Program and the
Low-Income Energy Efficiency Under One Roof initiative, provide long-term affordability
by reducing household energy consumption. These programs offer no-cost upgrades
like LED lighting, smart thermostats, weatherization, and low-flow fixtures, which lower
monthly bills and provide ongoing financial payback to customers. By embedding both
immediate and sustained affordability measures into the rate structure and customer
programs, the study reflects PWP’s commitment to inclusive utility planning and
reinforces the City’s broader goals of equity, sustainability, and community resilience.

Public Engagement

Public engagement has been a cornerstone of the Electric Rate Study. In January 2025,
PWP presented its Customer Engagement Plan to the MSC, outlining a two-phase
strategy. Phase one focused on listening and gathering input from customers through
webinars, open houses, and the launch of a dedicated website. Phase two, which will
begin following Council action on the proposed rates, will focus on education and
outreach. This includes the development of community outreach kits, targeted events,
and digital tools to help customers understand the new rates and how to manage their
energy use effectively.
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PWP is actively engaging the community to raise awareness, gather input on customer
priorities, and better understand the diverse needs of its customers. Transparency is a
core value in this process, with a strong emphasis on clear, accessible communication
to build trust and encourage meaningful public participation in rate-setting decisions.

Public engagement began in spring 2025 and has included a variety of outreach efforts,
such as the Shaping Our Energy Future webinar, PWP’s Open House, targeted events
with residential and commercial customers, and the launch of https://engagepwp.ora/, a
dedicated platform for community input.

Through these engagement efforts, customers have expressed interest in more
incentives and rate options for electric vehicle charging, solar with battery storage, and
sustainable home upgrades. PWP’s current solar program offers strong incentives, such
as full retail-rate credits for exported energy. To further encourage clean energy
adoption, PWP is recommending updates to time-of-use (“TOU”) rates and net energy
metering to better align with customer needs and support broader adoption of clean
energy technologies.

PWP also has an active and engaged commercial and institutional customer base that
is the backbone of the thriving local economy. As such, PWP met with commercial
customers as well by presenting information and having a dialogue at the large-user
breakfast as well as having open times available to discussion with commercial
customers. As stated from one of the key accounts, Karl Zerrenner, Vice President of
Volkswagon Pasadena said, “We appreciate PWP’s engagement with their residential
and commercial customers regarding future rate studies while working towards a 100%
carbon-free energy future. Being invited to discuss these matters with the PWP finance
team is a perfect example of the joint collaboration needed to help ease any concerns
regarding future rates increases”.

To further support transparency, PWP is preparing to launch an electric bill estimator,
an online tool that will help customers estimate how proposed rate changes may affect
their monthly bills based on actual or estimated usage. This tool is designed to
empower customers with personalized insights and support informed participation.

PWP remains committed to delivering affordable, reliable, and sustainable service.
Recognizing that affordability means different things to different households and
businesses, PWP is using community feedback to shape future programs and ensure
that rates remain equitable, competitive, and responsive to Pasadena’s evolving energy
landscape.

ANALYSIS

The analysis outlines the financial framework and cost-of-service considerations that
guide PWP rate design and long-term financial planning. Central to this review is the
development of the Test Year Revenue Requirement, which establishes the level of
revenue necessary to recover all utility costs and maintain financial stability. The
analysis evaluates revenue requirement methodologies, presents a four-year financial
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forecast, and examines how costs are allocated across customer classes to ensure
fairness and transparency. By aligning rates with the actual cost of providing service,
the study supports both operational needs and strategic objectives, while addressing
challenges such as rising capital demands, evolving customer usage patterns, and the
need to preserve adequate reserves. A draft report detailing full details of the revenue
requirements and financial modeling can be found in Attachment A.

Revenue Requirements

There are two primary revenue requirement methodologies employed in the utility
industry: the cash basis and the utility basis. The primary differences between the cash
basis and the utility basis involve the treatment of depreciation, return on invested
capital, and debt service. The cash basis, which is the most common method used by
municipalities, includes debt service but excludes depreciation and return on invested
capital in the revenue requirement determination. The cash basis focuses on meeting
the cash demands of the utility. The utility basis, commonly used by private or for-profit
utilities, includes depreciation and return on invested capital, but excludes debt service
from the revenue requirement determination.

In this cost-of-service analysis, NewGen utilized the cash basis as it follows the
traditional cash-oriented budgeting practices frequently used by government entities.
Furthermore, the cash basis is generally easier to communicate to customers, as it
aligns revenue with expenditures.

NewGen developed the Test Year Revenue Requirement for the two-year Study Period,
including all costs required to operate the Utility and ensure its financial stability. The
Test Year Revenue Requirement of $259.6 million is the two-year average of the annual
revenue requirements, with the application of reserves of $36.3 million.

Financial Forecast

The financial forecast includes projections of revenues, expenses, capital spending,
debt service, and changes in reserves over the four-year Study Period (FY 2026-FY
2029). PWP received guidance from City Council, on July 14, 2025, to establish the
Study Period and set rates for a two-year period. To develop the financial forecast,
NewGen utilized the Power fund’s FY 2026 budgeted expenses, load forecast
documents, records of operations, customer billing data, and other detailed information
and data compiled and provided by PWP. The forecast used the FY 2026 budgeted
expenses as the base year in the financial forecast. Any projected non-recurring
expenses or revenues were identified and incorporated in the financial forecast, as
appropriate.

To forecast expenses through FY 2029, NewGen used multiple escalation and forecast
factors. The forecast applied specific inflation and customer growth rates to the
baseline FY 2026 budget year data and reviewed each account or group of accounts to
select an applicable escalation or inflation rate for the expenses. For Power Supply-
related costs, NewGen relied on a detailed forecast and resource plan from PWP that
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integrated long-term purchased power agreements, fuel price forecasts, renewable
energy credit forecasts, and other proprietary energy market forecasts.

The financial model also provides the capability of evaluating scenarios for future
financial performance by changing rates, issuing debt, and calculating key performance
indicators (“KPIs”). These KPIs are based on the financial policies, bond covenants,
and other financial performance targets set by the utility and/or City Council. Typically,
as a utility best practice, PWP evaluates overall forecasted expenses, revenues, and
the resulting KPIs such as the Debt Service Coverage Ratio (“DSCR”) and level of cash
reserves. PWP evaluates varying levels of debt issuance and changes in rates over
time to fund the required capital investments, while ensuring it maintains the targeted
financial KPIs. These rate and debt recommendations are primarily driven by PWPs
increasing capital needs and to ensure established DSCR and cash reserve levels are
maintained.

The financial forecast includes projections of revenues, expenses, capital spending,
debt service, and changes in reserves. Key highlights include:

e Operations & Maintenance (“O&M”): $209.5 million average over FY 2026-2027
e Debt Service: $16.8 million average

Capital Funded from Rates: $89.9 million average

City Transfer: $29.2 million annually (12% of gross electric)

Other Income/Offsets: $57.3 million in net non-operating revenues

Use of Reserves: $36.3 million annually to reduce rate burden

Even with these investments, PWP maintains a DSCR of 6.4, far exceeding the industry
benchmark of 1.5, ensuring continued financial strength.

Figure 3 represents revenue requirements. The forecasted revenue requirements in FY
2028 and 2029 may change based on progress, timing, fuel costs, power market prices,
and execution of the Optimized Strategic Plan.

Figure 3: Financial Forecast Revenue Requirements
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Cost of service — Aligning Cost and Pricing for Customer Types

A core objective of the Electric Rate Study is to ensure that electric rates are aligned
with the actual cost of providing service. This means structuring rates so that each
component—such as distribution, transmission, and power supply—is reflected in the
appropriate charge. For example, the costs associated with maintaining and operating
the distribution system are recovered through the distribution charge, while the costs of
procuring and generating electricity are recovered through the energy services charge.
In addition to aligning rates with functional costs, the study also ensures that costs are
allocated to the customer classes that generate them. This principle of cost causation
means that residential customers, who drive a significant portion of system demand and
infrastructure needs, are responsible for covering the costs associated with their usage,
rather than having those costs subsidized by other customer classes. This approach
promotes fairness, transparency, and long-term financial sustainability for the utility.

Among all customer groups, residential customers have seen the most significant
reallocation of costs from the cost-to-serve. The residential sector has contributed to
increased power peaks, particularly due to electrification trends and changing usage
patterns. The study shows that the residential customer class is under-recovering by
39% as a customer base. Figure 4 below outlines the cost-of-service adjustments by
customer class required to align the actual cost of providing service.

Figure 4: Cost-of-Service vs. Test Year Effective Rate
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The cash reserve balances, resulting from the proposed systemwide rate adjustments,
are consistent with industry standards and provide PWP flexibility and financial stability
to support future operating and capital requirements. In addition, the reserves offer the
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ability to manage uncertainties related to construction timelines, project schedules, and
financing costs, including interest rate fluctuations. Beyond these functions, the cash
reserves serve multiple purposes, such as providing working capital, stabilizing rates to
reduce volatility, and funding capital improvements. As depicted in the Figure 5 below,
the rate plans maintain the power fund balance at the total minimum working capital
reserves. The revenue plan also includes the issuance of $50 million dollars in debt
financing.

Figure 5: Working Capital
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Customer Classifications

Current customer classifications are single family residential, multifamily residential,
small commercial, medium commercial, and large commercial. Each of these
classifications have distinctive use patterns that enabled differentiation during the cost-
of-service study. Since the last comprehensive rate study system usage has changed
enough to warrant the introductions of several new customer classifications.

To continue to modernize, PWP proposes to introduce updated customer classifications
that reflect the city’s evolving energy priorities. These changes are grounded in a
comprehensive cost-of-service analysis and support Pasadena’s commitment to equity,
sustainability, and grid reliability. The Electric Vehicle classification is designed to
accommodate growing EV adoption while promoting efficient charging behavior. The
Extra-Large Customer classification ensures that high-usage customers are billed more
accurately based on their demand on the system. Additionally, the Standard Offer —
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Local Clean Energy also known as Feed-in Tariff classification supports local renewable
energy generation by compensating customers who export power back to the grid.
Collectively, these updates position Pasadena to meet its long-term clean energy goals
while maintaining fair and transparent electric rates.

Electric Vehicle: PWP proposes adding new rate schedules for electric vehicle charging
to support transportation electrification and give customers pricing that matches how
EVs use energy. These schedules apply to stand-alone EV meters and are based on
charging demand levels, with separate options for variable capacity charging sites.
Customers pay a standard set of charges that include customer, grid access, and time-
of-use electric vehicle charging services. This structure encourages charging during
lower-cost periods, supports reliable grid management, and helps customers plan
charging costs with more certainty.

Extra-Large Commercial: A new extra-large commercial service category creates a
distinct structure for customers with very high electricity demand. These customers now
have rate schedules built around time-of-use pricing, defined billing demand, and
standardized transmission and distribution treatment. The section sets a minimum
demand threshold. This helps PWP match costs with usage more accurately and
supports system planning for large facilities through increased options for potential
collaboration to expedite common goals, through long-term contracting mechanisms
and more integrated procurement planning.

Standard Offer — Local Clean Enerqgy (Feed-in Tariff): The revised Feed-in Tariff section
provides a clear framework for customers or developers who build local renewable
generation and sell all of their output to PWP. The section defines eligibility, contract
capacity, and program terms, and places all payment rates in the Electric Utility Rate
Resolution for easier updates. It ensures generators meet interconnection and
performance requirements and confirms that renewable attributes are transferred to the
City. This approach promotes new local solar and other clean resources, while
protecting reliability and providing consistent rules for long-term agreements.

Rate Design

Rate design is the final step of the electric rate study at which point PWP can establish
recommendations and provide analysis on the impact to customers. After costs are
aligned with customer classes, PWP develops the rate structure.

PWP’s rate structure is made up of distinct charges, each tied to a specific cost
function. These include:

« “Customer charge” is a fixed monthly charge regardless of energy use. It is
generally associated with services such as billing, customer service, meter
reading, and connection to the grid.
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« “Distribution charge” is a usage-based charge generally associated with the cost
of delivering electricity from the substations, including operation and maintenance
costs, capital investment and debt service.

* “Energy services charge” (including power cost adjustment) is a usage-based
charge generally associated with the solely variable cost of generating the actual
amount of electricity consumed, measured in kilowatt-hours.

+ “Grid access charge” is a fixed monthly charge generally associated with the fixed
costs of connecting to and maintaining the electric grid, regardless of their energy
consumption.

+ “Public benefit charge” is a state-mandated nonbypassable, usage-based public
benefit charge to fund assistance programs, energy efficiency and renewable
energy projects.

+ “Transmission services charge” is a usage-based charge generally associated with
the cost of delivering electricity from the generating plants to our sub-stations.

After evaluation and analysis of the current rate structure, staff determined the unbundled
methodology for calculation of customer bills provided a clear nexus with the cost-to-serve
and enabled customers to receive price signals that align with controllable components
of their bill. While analysis found that these charges can be more clearly defined, the
fundamental structure is appropriate and aligns with best practice.

Each rate component was looked at with a critical eye and the energy services charge
was one component that PWP recommends bringing into alignment with current best
practice. For energy, TOU rates have been standard within electric utilities to encourage
load shifting, support reliability, and align pricing with actual system costs throughout the
day. The new proposed rate design introduces TOU rates as the default for all customers
once advanced metering infrastructure is deployed. While PWP is unable to immediately
implement TOU rates, the advanced metering infrastructure project is underway, and staff
recommends building the capability into the rates so as soon as practical. Customers will
retain the ability to opt out, ensuring flexibility while nudging participation in a rate
structure that supports long-term sustainability and operational efficiency.

TOU pricing also introduces on peak, off peak, and a new critical peak, to reflect the
increasing impact of increasing load peaks. While pricing is not yet suggested for critical
peak, PWP included this to allow for options if current trends continue.

The updated residential rate structure introduces an inclining block design for distribution
charges correcting a prior inversion where mid-tier usage was priced higher than high-tier
usage. By assigning the lowest rate to usage between 0-350 kWh, a moderate rate for
351-750 kWh, and the highest rate for usage above 750 kWh, the rates promote
conservation, improving fairness, and aligning rates with actual cost-of-service.
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RECOMMENDATIONS

PWP recommendations reflect electric rates to ensure the utility recovers the full cost of
providing safe, reliable, and sustainable electric service. Rate design began with
establishing the revenue requirement. This is the total amount of revenue needed to
fund annual operations, maintain and upgrade the electric grid, invest in capital
improvements, meet regulatory mandates, and uphold financial performance targets.

For the current Electric Rate Study, the revenue requirement is based on the FY 2026—
2027 test period and totals $259.6 million on a cash-basis methodology, after applying
$36.3 million in reserves to reduce upward pressure on rates.

PWP then organized all utility costs into functional categories such as power supply,
distribution, transmission, customer service, metering, and grid access. These functions
represent the components of the electric system. They also form the basis for assigning
costs to customer classes through a cost-of-service analysis. The recommendations
ensures that each customer class, Residential, Small Commercial, Medium
Commercial, Large Commercial, Extra-Large Commercial, Electric Vehicle Charging,
and other specialized schedules pays its proportionate share based on how it uses the
system. The current study confirms that the Residential class is significantly under-
recovering its cost to serve, by roughly 39 percent, and the recommendation is to
provide several strategies to gradually get to realignment.

Once the structure is set, PWP calculated recommended prices. Prices are developed
by dividing the cost assigned to each rate component by forecasted billing
determinants, such as the number of customers, kilowatt-hours sold, or kilowatts of
billing demand.

Finally, PWP evaluated how the recommended rates achieve the revenue requirement
and align with policy goals. This includes maintaining financial stability, supporting the
transition to a carbon-free power supply by 2030, modernizing infrastructure, reducing
long-term volatility, and providing equitable treatment across customer classes. It also
includes assessing customer impacts.

Rate Design Alternatives

Given the policy direction to use all strategies available to gradually adjust rates, PWP
created three alternatives for consideration and is requesting further guidance on which
alternative is Council’s preference.

All rate design alternatives presented provide rates that are fair, transparent, compliant
with Proposition 26, and able to support the utility’s operational and clean energy
commitments.

Alternative 1: Immediate Full Cost Recovery — Not Recommended

Alternative 1 establishes a rate plan that would, at the time of proposed adoption,
achieve full-cost recovery by customer class with one adjustment. Given the drastic
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increase required and the implications for customer’s and affordability, staff does not
recommend this alternative.

Alternative 2: Gradual Full Cost Recovery with options for three adjustments over two
Fiscal Years or over three Fiscal years.

Alternative 2 provides a strategy for three rate adjustments over two Fiscal Years, the
changes recommended to take effect March 2026 (FY26), October 2026 (FY27) and the
final adjustment March 2027 (FY27). This alternative is steady and is most aligned with
Municipal Services Committee guidance. The revenue collection impact would be $40
million in FY26 and $5 million in FY27.

Each strategy has an impact on the timing for revenue collection. As shown in Figure 6
below.

Figure 6: Cashflow Impact
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Customer Bill Impacts

Individual customer bill impacts will vary depending on the customer class and the
amount of electricity consumed. Because of the variability of rates, PWP will develop an
estimator for customers to understand the impact once one rate plan is decided on.
Below are some impacts using averages for consumption. For comparison purposes,
above average usage is also presented for residential customers to give a bit more
context on the variability in bill impact due to usage patterns. As shown in Figures 7 and
8, the proportional usage electricity by customer classification is significantly different.
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Figure 7: Customer Count FY24 Figure 8: Customer Usage FY24

Residential Customer Bill Impacts

Single and multi-family residential customers represent nearly 88% of PWP’s customer
accounts, whereas they represent 22% of the total consumption for the utility. PWP
ensures that the lights are on, and essential electrical services are provided reliably
year-round. For comparison purposes, the bill impacts shown in Table 1 and Figure 9
below represent an approximation of the average customer, using 500 kWh monthly.

To demonstrate the different impact of the distribution charge structural change, the
Tables 1 and 2 and Figures 9 and 10 below also show a residential customer with
higher-than-average consumption at 1,000 kwWh per month. The tables and figures
below, show the impact based on the two alternative strategies to implement rate
adjustments.
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Table 1: Sample Electric Bills - Monthly (Residential @ 500 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $115.01 $150.24 $142.01 $142.01 $142.01
Alternative 2 ' $113.17 $123.17 $135.11 $135.11

*Amounts represent monthly total bill for a winter month. Energy Services Charge

includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Figure 9: Residential - Average Use (500 kWh)
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Table 2: Sample Electric Bills - Monthly (Residential @ 1,000 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $251.39 $347.67 $353.84 $353.84 $353.84
Alternative 2 ’ $273.52 $303.25 $337.95 $337.95

*Amounts represent monthly total bill for a winter month. Energy Services Charge
includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Figure 9: Residential - Above Average Use (1,000 kWh)
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Small Commercial Rate Impacts:

Small commercial customers represent approximately 11% of PWP’s customers and
approximately 19% of the total retail power sales (in kwh) per year. Small commercial
customers are the backbone of the community that includes establishments such as
small retail and professional offices, cafes and small restaurants, and small dental or
medical offices. An approximation of typical usage is estimated to be around 1,500 kWh
per hour. The table 3 below, shows the impact based on the two alternative strategies
to implement rate adjustments.
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Table 3: Sample Electric Bills - Monthly (Small Commercial @ 1,500 kWh)
Approximate Bills

Current

Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $341.56 $419.88 $390.80 $390.80 $390.80
Alternative 2 ' $364.73 $385.44 $404.42 $404.42

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Medium Commercial Rate Impacts:

Medium commercial customers represent approximately 1% of PWP’s customers and
approximately 23% of the total retail power sales (in kWh) per year. Medium
commercial customers include mid-size office buildings (20,000 — 30,000 sq ft), retail
stores, groceries, urgent care facilities, veterinary hospitals, restaurants, fithess centers
and warehouses. An approximation of typical usage is estimated to be around 15,000
kWh per hour, about ten times that of a small commercial customer. The table 4 below,
shows the impact based on the two alternative strategies to implement rate
adjustments.

Table 4. Sample Electric Bills - Monthly (Medium Commercial Secondary @ 15,000
kWh)

Approximate Bills

Current March
Bill March 2026 October 2026 March 2027 2028
Alternative 1 $6.483.80 $7,384.29 $7,680.69 $7,680.69 $7,680.69

Alternative 2 $6,913.70 $7,353.40 $7,801.23 $7,801.23

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Large Commercial Rate Impacts:

Large commercial customers represent less than 1% or 130 of PWP’s customers and
comprise of approximately 25% of the total retail power sales (in kWh) per year. Large
commercial customers include hospital, school campuses, supermarkets and
departments stores. An approximation of typical usage is estimated to be around
175,000 kWh per hour, about ten times that of a small commercial customer. The table
5 below, shows the impact based on the two alternative strategies to implement rate
adjustments.
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Table 5: Sample Electric Bills - Monthly (Large Commercial Secondary @ 175,000
kWh)

Approximate Bills

Current March
Bill March 2026 October 2026 March 2027 2028
Alternative 1 $37.227.41 $41,954.67 $38,695.51 $38,695.51 $38,695.51

Alternative 2 $38,791.99 $41,588.03 $39,987.64 $39,987.64

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Customer bill impacts will vary based on customer class and electricity usage. To help
customers understand their specific impacts, PWP will provide an estimator once a final
rate plan is selected. For residential customers bill impacts are shown for both average
(500 kwh/month) and above-average (1,000 kWh/month) usage. Small commercial
customers also see varying impacts depending on the rate adjustment strategy. Medium
and large commercial customers, though fewer in number, account for a significant share
of total energy use and will experience larger absolute bill changes. Across all customer
classes, two alternative rate adjustment strategies are modeled, with impacts shown
through 2028. PWP’s proposed rates remain competitive with neighboring utilities, though
comparisons are influenced by many factors such as differences in infrastructure needs
and operating costs.
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Comprehensive Light and Power Rate Ordinance Recommendations for
Restatement and Modernization

The City recently updated several provisions of the Light and Power Rate Ordinance.
These updates aimed to eliminate outdated or obsolete language and align with current
industry best practices. Key changes included the removal of the Direct Access Service
section and revisions to long-term contract provisions. In February 2025, the City
Council approved amendments to the Pasadena Municipal Code to eliminate the
outdated Stranded Investment Reserve and establish a Working Capital Reserve Policy.
This policy includes targets for liquidity, energy market exposure, transmission, and
contingency risks. These changes align with Government Finance Officers Association
best practices and support long-term financial resilience. The reserve policy ensures
that PWP maintains sufficient working capital to manage volatility in energy markets,
unexpected capital needs, and other operational risks without abrupt rate changes.

Staff further reviewed the overall structure of the ordinance and recommends revisions
that are aligned with current industry leading practices and provide a streamlined
approach for future policy revisions and include the following guiding principles:

« Streamlined governance: Propose to move all rate figures to the Electric Utility
Rate Resolution allows faster Council-approved adjustments.

o Future-readiness: The ordinance anticipates AMI deployment, time-of-use
pricing, distributed generation (NEM/FIT), and renewable integration.

« Technical alignment: Definitions and schedules now match CPUC terminology,
NERC standards, and CAISO market conventions.

Staff recommends a restatement because the current rates ordinance has become too
unwieldy to manage through piecemeal amendments. Over time, layers of changes,
cross-references, and outdated language have made it hard for staff, customers, and
decision makers to read and understand. A restatement lets us reorganize the entire
structure, integrate all prior amendments, remove inconsistencies, and modernize the
policy in a clear and coherent format. This approach improves transparency, supports
compliance, and gives the public a complete, readable ordinance instead of another
round of patchwork edits.

Changes in the restated ordinance include:

1. Structural and Formatting Updates

e The revised document (redline) retains the same section numbering but adds
clearer formatting, headings, and spacing.

o Cross-references to the Electric Utility Rate Resolution replace older inline rate
tables or numeric rate references.

o The term “Electric Utility Rate Resolution” now governs all fees, penalties, and
charges across sections, providing flexibility for rate updates without ordinance
amendments.

e Several obsolete phrases and voltage configurations were modernized, and
redundant phrases (e.g., “as herein used”) were removed for clarity.
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2. Expanded and Updated Definitions (13.04.020)
« New definitions added:
o Apparent Power, Distribution Charge, Energy Services Charge, Grid
Access Charge, Interval Read Capable Meter, Portfolio Content Category
One (PCC1), Renewable Energy Credit (REC), Reservation Charge,
Time-of-Use (TOU), and Electric Utility Rate Resolution.
o These definitions modernize terminology consistent with California Public
Utilities Code and CPUC standards.
e Terminology alignment: The definition of Department, Customer Charge, and
Transmission Services Charge was standardized for consistent use in schedules
e Environmental language: Added Greenhouse Gas (GHG) definition, reflecting
PWP’s decarbonization and carbon-free 2030 goals.
e Measurement precision: Units like kW, kwWh, MW, and MWh are now clearly
defined, emphasizing technical accuracy and alignment with industry practice.

3. Modernization of Rate Design (13.04.031)
e Introduced three-tiered TOU pricing: “on-peak,” “off-peak,” and “critical-peak.”
o Defined Seasonal Periods before and after Interval Read Capable Meter
implementation, signaling a transition to AMI-based dynamic pricing.
« Clarified that all rate elements (fees, charges, refunds) are governed by the
Electric Utility Rate Resolution — a major administrative simplification

4. Residential Schedules (R-1 and R-2)

o Structure and applicability updated: Now includes clearer descriptions of voltage
types and service conditions.

o Customer rates explicitly list six core charge components: customer, distribution,
grid access, energy services, transmission, and public benefit charges.

« Rate options: Adds clear choice between seasonal flat and TOU rates; specifies
that Interval Read Capable Meters will automatically enroll customers into TOU
rates once deployed

e Lockout period of 12 months between rate option changes maintained but
clarified.

5. Commercial and Institutional Schedules (S-1 through L-3)
o Standardization of applicability thresholds:
o S-1 (<30 kW), M-2 (30-300 kW, secondary), M-1 (30-300 kW, primary), L-
2 (>300 kW, secondary), L-1 (>300 kW, primary), and L-3 (=10 MW).
o Power Factor Penalty and Discount sections consolidated and made consistent
across schedules.
o Existing load correction thresholds (75%) and new load thresholds (85%)
are standardized.
o Discounts for >85% power factor capped at 5%.
e Billing demand now includes detailed measurement interval (15 minutes,
adjustable for intermittent load).
e Minimum monthly charge language harmonized across classes to include
customer, distribution, and grid access charges
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7. Load Management & Pilot Program Modernization (13.04.071)
o Expanded to authorize special experimental rates for:
o Demand response,
o Electric vehicle integration,
o Load shifting incentives.
o Defines program caps: 3% of total system MWh and 10% per customer group,

aligning with PWP’s resource adequacy and innovation goals.

Section Topic Previous Updated Version 2/
Version (Redline)

13.04.020 Definitions Limited Expanded to include B Major
technical TOU, PCC1, RECs, Expansion
terms Net Energy terms,

etc.
13.04.031 Pricing & Two TOU Adds “critical-peak”; ) Enhanced
TOU periods TOU default after
(on/off- smart meter rollout
peak)
13.04.040/ Residential Seasonal Adds TOU option; B
045 Rates (R- flat rate auto-enroll post- Modernized
1/R-2) mainly meter upgrade
13.04.046 EUAP Embedded Created distinct () Clarified
(Assistance) in R-1 and section.
R-2
13.04.050—- Commercial Basic rate Unified charges, =
060 Rates (S-1, structure TOU options, power  Standardized
M-1, M-2) factor
penalties/discounts
13.04.067— Large No TOU or Adds TOU, PF ) Updated
069 Commercial PF penalties/discounts,
(L-1, L-2) incentives demand thresholds
13.04.070 Extra-Large Not New schedule for ™ New
Commercial previously 10MW+ customers Customer
(L-S) defined Class
13.04.071 Load Limited Formalized optional ) Refined
Management  pilot rate for

language

experimentation
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Section

13.04.074

13.04.080

13.04.085-
087

13.04.090

13.04.100

13.04.110

13.04.150

13.04.170

13.04.173

13.04.176

Topic

EV Charging
(EV-1to EV-
3)

Standby
Service

Unmetered
Rates (CE-1,
CE-2)

Street
Lighting

Service
Regulations

Meter
Installation

Rate
Schedule
Changes

Transmission
Services
Charge

Power Cost
Adjustment
(PCA)

Feed-in Tariff
(FIT)

Previous
Version

Not
included

Basic
contract
language

Minimal
detail

Flat rate
tables

General
manager
authority

Basic
specs

12-month
lock-in

Basic
formula

Basic
adjustment

Not
included

Updated Version
(Redline)

New schedules by
demand tier
(<30kW, 30-300kW,
>300kW)

Adds reservation
charge, grid access,
and safety
provisions

Adds billing
formulas, audit
rights, and load
change rules

Adjust in Electric
Utility Rate
Resolution

Adds 30-day notice
to Council, website
posting

Interval Read
Meters become
standard; opt-out
fees added

Adds TOU auto-
enroll trigger with
smart meters

Minor changes to
detailed formula

Clarify monthly
recalculation,
detailed forecast-
based formula

Standard Contract
for Local Clean

28

) Added

) Refined

8
Strengthened

Modernized

Transparency

&) Upgraded

&) Clarified

) Refined

) Refined

& New
Program
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Section Topic Previous Updated Version 2/8
Version (Redline)

Energy Generation
for developers (not

customers)
13.04.177 Net Energy CPUC Adds post-2026 ) Transition
Metering 82827- structure, surplus Plan
(NEM) based premium tie to
pricing, re-establish
eligibility rules
13.04.178 Self- Basic Adds TOU-based &) Expanded
Generation crediting billing, demand
(SG) thresholds, credit
carryover
13.04.179 Green Power  Flat Adds post-2026 ) Updated
(GP) premium premium flexibility,
PCC1 REC
valuation
13.04.230 Public Fixed Consistent language ) Refined
Benefit minimum
Charge

Key Ordinance Enhancements Supporting Local Renewable Generation

The proposed updates to Chapter 13.04 of the Pasadena Municipal Code significantly
enhance the City’s support for local renewable energy generation. A key addition is the
establishment of a Feed-in Tariff (FIT) program or a Standard Offer for Clean Energy,
which enables eligible renewable energy generators (up to 3 MW) to enter into
standardized long-term contracts with PWP to sell 100% of their output. The FIT rates
are updated quarterly and reflect avoided energy costs, renewable energy credit (REC)
values, greenhouse gas compliance savings, and avoided transmission losses, making
local generation more financially viable.

The ordinance also modernizes the City’s Net Energy Metering (NEM) program. While
continuing to support customer-generators under the existing framework, the ordinance
introduces a new post-2026 structure that provides monthly or bi-monthly credits for
surplus energy, including a premium for renewable attributes. This ensures long-term
program sustainability while aligning with evolving state regulations. The proposed
program does not impact existing customers who have already invested in solar under
annual net metering. It also does not modify existing monthly/bi-monthly net metering
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customers aside from removing one obsolete premium that was relevant prior to PWP’s
modernized customer information system and provides clarification that incentive
amount for monthly/bi-monthly customers is for the energy portion of bills.

For larger customers, the updated Self-Generation (SG) schedule supports systems of
1 MW or more, offering credits for net energy delivered to PWP and incorporating TOU
billing. Additionally, the Green Power Service schedule allows all customers to
voluntarily support renewable energy procurement by opting into 100% green power or
purchasing in 100 kWh blocks, with premiums reinvested into renewable energy

resources.

These changes are supported by a recalibrated Public Benefit Charge, which continues
to fund renewable energy incentives, energy efficiency programs, and low-income
assistance. Collectively, these updates position Pasadena to meet its clean energy
goals by expanding access to renewable generation, modernizing rate structures, and
incentivizing sustainable energy practices across all customer classes.

Program /
Section

Feed-in Tariff
or Standard
offer — Clean
Energy
Contract
(13.04.176)

Net Energy
Metering
(13.04.177)

Self-Generation
(13.04.178)

Green Power
Service
(13.04.179)

Previous
Policy

Not previously
offered

Based on
CPUC 82827,
capped
participation

Basic crediting
for large
systems

Flat premium
for 100%
green power

Updated Policy

New FIT program for <3
MW generators with
standardized contracts
and quarterly rate
updates

Adds post-2026
structure with
monthly/bi-monthly
billing, surplus crediting,
and renewable premium.
No impact to existing
annual net metering
customers.

TOU billing, net delivery
credits, and grid upgrade
cost recovery

Adds flexible block-
based participation and
post-2026 premium
pricing

Impact

Enables local
renewable
developers to sell
power directly to
PWP

Sustains rooftop
solar adoption
and untethers
policy from State
adoption

Encourages
large-scale on-
site renewable
generation

Expands
voluntary support
for renewable
procurement
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Implementation Timeline

PWP is recommending that a public hearing be set for February 9, 2026, to receive
comments on the recommended adjustments to the electric rates. Following the City
Council’s action to set a date for the public hearing, a notice will be mailed to all electric
system customers that includes the recommended rate adjustments and provides
information regarding the public hearing. Table 6 outlines the approximate timeline and
implementation schedule for the proposed rate actions.

Table 6: Timeline

Date Action Item

December Mail public hearing notice

December 2025-February 2026 | Customer Outreach and Education

February 9, 2026 Electric Rates Public Hearing

February 23, 2026 First Reading of Updated Electric Rate Ordinance
March 2, 2026 Second Reading of Updated Electric Rate Ordinance
March 1, 2026 or as soon as Effective Date of First Rate Action

practicable thereafter

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

The establishment of a date to conduct a public hearing for the consideration of electric
rate adjustments and the drafting of related resolutions and ordinance amendments are
administrative actions that would not cause either a direct physical change in the
environment or a reasonably foreseeable indirect physical change in the environment.
Therefore, the proposed actions do not constitute a “project” subject to CEQA, as
defined in Section 21065 of CEQA and Section 15378 of the State CEQA Guidelines.
Since the action is not a project subject to CEQA, no environmental document is
required. Furthermore, the recommended electric rate adjustments themselves would
be statutorily exempt from CEQA. Section 15273 of the State CEQA Guidelines
identifies a statutory exemption for "Rates, Tolls, Fares, and Charges" and states (in
part) that:

a. CEQA does not apply to the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or their charges by public agencies which the public
agency finds are for the purpose of:
1. Meeting operating expenses, including employee wage rates and fringe benefits,
2. Purchasing or leasing supplies, equipment, or materials,
3. Meeting financial reserve needs and requirements,
4. Obtaining funds for capital projects, necessary to maintain service within existing
service areas, or
5. Obtaining funds necessary to maintain such intra-agency transfers as are
authorized by city charter.
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FISCAL IMPACT:

The estimated cost to mail information about the public hearing and recommended rate
increases to all City of Pasadena electric customers is approximately $30,000. Funds

are available in the Light and Power Fund.

The rate increases are expected to generate incrementally between $17 million and $24
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Section 2
REVENUE REQUIREMENTS

Developing the Test Year Revenue Requirement is the first step in the cost of service and rate design
process, as shown in Figure 1-1. The Test Year Revenue Requirement for the City of Pasadena’s Light and
Power Fund was based on the average expenses for Fiscal Year (“FY”) 2026 through FY 2027 with
adjustments for unusual or one-time expenses, the adopted Capital Improvement Plan (“CIP”), existing
debt amortization schedules, projected debt issuances, and forecasted escalation assumptions and
factors. NewGen developed a four-year financial forecast for the Study Period. The average revenue
requirement for the first two years was used as the test year revenue requirement and represents all costs
that must be recovered through the electric rates. The Test Year Revenue Requirement serves as a basis
for determining the overall level of revenue recovery and provides a foundation for the cost of service
analysis.

Financial Forecast

The financial forecast includes projections of revenues, expenses, capital spending, debt service, and
changes in reserves over the four-year Study Period (FY 2026—FY 2029). Pasadena Water and Power
(“PWP” or “the Utility”) received guidance from the ratemaking body, City Council, on July 14, 2025, to
establish the Study Period and set rates for a two-year period. To develop the financial forecast, NewGen
Strategies and Solutions, LLC (NewGen) utilized the Light and Power Fund’s FY 2026 budgeted expenses,
load forecast documents, records of operations, customer billing data, and other detailed information and
data compiled and provided by PWP. The forecast used the FY 2026 budgeted expenses as the base year
in the financial forecast. Any projected non-recurring expenses or revenues were identified and
incorporated in the financial forecast, as appropriate.

To forecast expenses through FY 2029, NewGen used multiple escalation and forecast factors. The
forecast applied specific inflation and customer growth rates to the baseline FY 2026 budget year data
and reviewed each account or group of accounts to select an applicable escalation or inflation rate for the
expenses. For Power Supply-related costs, NewGen relied on a detailed forecast and resource plan from
PWP that integrated their long-term purchased power agreements, fuel price forecasts, renewable energy
credit forecasts, and other proprietary energy market forecasts.

The financial model also provides PWP the capability of evaluating scenarios for future financial
performance by changing rates, issuing debt, and calculating key performance indicators (“KPIs”). These
KPIs for PWP are based on the financial policies, bond covenants, and other financial performance targets
set by the Utility and/or City Council. Typically, as a utility best practice, PWP evaluates overall forecasted
expenses, revenues, and the resulting KPIs such as the Debt Service Coverage Ratio (“DSCR”) and level of
cash reserves. PWP evaluates varying levels of debt issuance and changes in rates over time to fund the
required capital investments, while ensuring it maintains the targeted financial KPls. These rate and debt
recommendations are primarily driven by the increasing capital needs of the Utility and the need to ensure
PWP maintains established DSCR and cash reserve levels.
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Section 2

Projected Energy Requirements

The forecasted load demand was a key driver in projections of expenses and revenues in the financial
forecast. PWP developed and supplied the load forecast. The forecasted retail electric consumption
includes an annual average energy growth rate of 1.3% in the Study Period, which reflects sales to PWP’s
retail customers.

Table 2-1
Estimated Energy Requirements During Study Period
FY 2026 FY 2027 FY 2028 FY 2029
PWP Retail Load (MWh) 1,037,516 1,042,651 1,054,593 1,078,494

Financial Forecast Results

The results of PWP’s evaluation of the financial forecast are shown in Table 2-2. As discussed previously,
PWP evaluated the overall financial performance to recommend balanced system-wide rate changes and
debt issuances in the Study Period. Based on the forecast, the recommended total rate increase or total
bill change for the Test Year period is 9.5% in FY 2026 and 9.5% in FY 2027. For the remaining years in the
forecasted Study Period, PWP initially forecasts no total rate change or total change in bills for FY 2028
and 2029. Future rate changes in FY 2028 and 2029 are initial estimates based on guidance and may
change based on progress, timing, fuel costs, power market prices, and execution of the Optimized
Strategic Plan.

Table 2-2
Financial Forecast Results

Year 1 Year 2 Year 3 Year 4

FY 2026 FY 2027 FY 2028 FY 2029
O&M Expenses $203,774,257  $215,204,439  $209,252,937  $229,852,057
Debt Service $15,624,250  $18,000,250  $18,780,848  $18,779,473
Capital Paid from Current Earnings () $106,015,456  $73,701,937  $99,636,557  $93,648,293
Capital Paid from Low Carbon Fuel Standard and
Undergrounding Fund @ $8,052,160 $7,604,000 $8,392,000 $5,692,000
Capital Paid from Customers @) $5,574,406 $5,512,500 $5,512,500 $5,512,500
City Transfer $28,500,000  $29,965,350  $33,036,361  $33,405,204
Other Expenses (Income) ($56,997,751)  ($62,871,304) ($54,187,505) ($53,084,572)
Revenue Requirement $310,542,778  $287,117,172  $320,423,697  $333,804,954
Debt Issuance Recommendations $0  $50,000,000 $0 $0
Total Rate Change Recommendations ) 9.5% 9.5% 0.0% 0.0%

Projected Revenues at Recommended Rates

Difference

$249,711,248

$275,303,011

$278,376,697

$314,120,676

($60,831,530)

($11,814,162)

($42,047,000)

($19,684,277)

(1)  Capital funded by grants nor grant revenue are included in the financial forecast results.

(2)  Corresponding revenues for Low Carbon Fuel Standard (“LCFS”) and Underground are included in Other Expenses (Income).

(3)  Corresponding revenues for capital paid from customers are included in Other Expenses (Income).

2-2

FA_2025_12_09 Set Public Hearing Date - Electric Rate Adjustments Attachment A



Financial Forecast

Table 2-2
Financial Forecast Results
Year 1 Year 2 Year 3 Year 4
ltem FY 2026 FY 2027 FY 2028 FY 2029

(4) Rate changes represent rate changes implemented on January 1st, 2026, and 2027.

(5)  The difference in the revenues and total expenses is managed by cash reserves. The results of the annual change in cash reserves are
summarized later in this section.

The remainder of this section will summarize and describe the key components of the financial forecast
results, in addition to quantifying the Test Year Revenue Requirement for FY 2026 and 2027 that will
support the rate change recommendations for those years. As discussed previously, the Test Year and
recommended rate plan do not include FY 2028 and 2029, as the operating and capital expenses for those
years will change and are dependent on future decisions related to the implementation of the OSP.

Operations and Maintenance Expenses

The first step in developing the revenue requirement forecast was the creation of the base year operations
and maintenance (“O&M”) expenses. PWP’S historical data and FY 2026 budget provide the Light and
Power Fund O&M expenses. In discussions with PWP management, NewGen selected the detailed FY
2026 budget as the base year in the financial forecast for projections of O&M expenses.

Based on the FY 2026 budget from PWP, NewGen forecasted the O&M costs for the Study Period. In
addition to the projected other expenses/revenues (including interest income, capital contributions,
miscellaneous revenues, and sales to other utilities), CIP, debt service projections, and City Transfer, these
forecasted O&M expenses supported the eventual development of the Test Year Revenue Requirement.
The Test Year Revenue Requirement includes all costs required to operate the Utility and ensure financial
stability for the Electric Utility over the desired period of time the rates are in effect.

0&M Forecast Account Detail

Table 2-3 summarizes the forecasted O&M expenses for the Study Period. NewGen used the average
two-year O&M expenses for FY 2026 and 2027 for the Test Year Revenue Requirement as seen in Table 2-
4.
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Section 2

2-4

Table 2-3
Forecasted O&M Detailed Funds
Year 1 Year 2 Year 3 Year 4
Account FY 2026 FY 2027 FY 2028 FY 2029
Personnel
General Manager $539,001 $558,136 $577,949 $598,467
Public Benefit Charge $1,491,644 $1,544,597 $1,599,431 $1,656,210
Finance and Administration $3,949,226 $4,089,424 $4,234,598 $4,384,926
Customer Service and Administration $7,337,358 $7,597,834 $7,867,557 $8,146,856
Power Delivery $19,307,534  $19,992,951  $20,702,701 $21,437,647
Power Supply $11,392,208  $11,796,631  $12,215,412 $12,649,059
External Affairs $875,675 $893,189 $911,052 $929,273
Services & Supplies
General Manager $566,813 $578,149 $589,712 $601,506
Public Benefit Charge $9,911,155  $10,109,378  $10,311,566 $10,517,797
Finance and Administration $4,240,328 $4,325,135 $4,411,637 $4,499,870
Customer Service and Administration $2,801,969 $2,858,008 $2,915,169 $2,973,472
Power Delivery $9,801,632  $14,235,765  $14,435,718 $14,639,670
Power Supply $119,848,203  $124,501,244  $115,928,569 $133,821,597
External Affairs $793,902 $809,780 $825,976 $842,495
Internal Service Charge
General Manager $122,761 $127,671 $132,778 $138,089
Public Benefit Charge $300,358 $312,372 $324,867 $337,862
Finance and Administration $1,299,538 $1,351,520 $1,405,580 $1,461,804
Customer Service and Administration $986,850 $1,026,324 $1,067,377 $1,110,072
Power Delivery $4,778,438 $4,969,576 $5,168,359 $5,375,093
Power Supply $1,261,922 $1,312,399 $1,364,895 $1,419,491
External Affairs $162,992 $169,512 $176,292 $183,344
Other Operating Expenses
General Manager $0 $0 $0 $0
Public Benefit Charge $0 $0 $0 $0
Finance and Administration $36,415 $37,143 $37,886 $38,644
Customer Service and Administration $72,835 $74,292 $75,778 $77,293
Power Delivery $1,868,500 $1,905,870 $1,943,987 $1,982,867
Power Supply $27,000 $27,540 $28,091 $28,653
External Affairs $0 $0 $0 $0
Total $203,774,257 $215,204,439  $209,252,937 $229,852,057
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Financial Forecast

Table 2-4
O&M Revenue Requirement

Year 1 Year 2 Two-Year

Account FY 2026 FY 2027 Average
Personnel $44,802,646  $46,472,762  $45,682,704
Services & Supplies $147,964,002 $157,417,459 $152,690,730
Internal Service Charge $8,912,859 $9,269,373 $9,091,116
Other Operating Expenses $2,004,750 $2,044,845 $2,024,798
Total $203,774,257 $215,204,439  $209,489,348

A summary of the key elements of the O&M expenses in addition to other expenses, such as debt service
and transfers, are included below.

Power Supply Expenses

Power Supply expenses are the largest portion of the total O&M expenses and are associated with take
or pay contracts (i.e., Intermountain Power Plant, Magnolia Power Plant, Palo Verde Power Plant, and
Hoover Hydro Power), purchased power agreements (i.e., numerous renewable energy contracts),
resource adequacy costs, and all other purchases to meet system demand. PWP provided the projected
power supply costs incorporated into the Study. Additional power supply expenses include PWP labor
and other supporting O&M accounts for the power plant, wholesale operations, and power supply
management and planning. The tables below summarize the total power supply expenses for the Study
Period and the power supply expenses for the revenue requirement.

Table 2-5
Power Supply Expenses
Year 1 Year 2 Year 3 Year 4
Item FY 2026 FY 2027 FY 2028 FY 2029
Power Supply

Personnel $11,392,208  $11,796,631  $12,215,412 $12,649,059
Fuel Cost $5,513,608 $6,610,536 $6,651,127 $6,626,018
Purchased Power $102,925,795 $105,078,270  $96,895,814 $114,226,684
Other Power Supply
Expenses $4,287,961 $3,580,699 $3,095,374 $3,709,607
Other Services & Supplies $7,147,839 $9,259,278 $9,314,345 $9,287,940
Internal Service Charge $1,261,922 $1,312,399 $1,364,895 $1,419,491

Total Power Supply O&M $132,529,333  $137,637,814  $129,536,966 $147,918,799
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Table 2-6
Power Supply Revenue Requirement
Year 1 Year 2 Two-Year
Item FY 2026 FY 2027 Average
Power Supply

Personnel $11,392,208  $11,796,631  $11,594,420
Fuel Cost $5,513,608 $6,610,536 $6,062,072
Purchased Power $102,925,795  $105,078,270  $104,002,033
Other Power Supply Expenses $4,287,961 $3,580,699 $3,934,330
Other Services & Supplies $7,147,839 $9,259,278 $8,203,558
Internal Service Charge $1,261,922 $1,312,399 $1,287,160
Total Power Supply O&M $132,529,333  $137,637,814  $135,083,574

Transfer to the City General Fund (City Transfer)

The annual contribution for any municipal purpose (“City Transfer”) is defined in the Section 1408 stating,
“each fiscal year, the City Council shall transfer from the Light and Power Fund an amount equal to twelve
percent (12%) of the gross income of the electric works received during the immediately preceding fiscal
year from the sale of electric energy at rates and charges.” In the financial forecast and Test Year Revenue
Requirement, the City Transfer forecast was calculated according to the City Charter.

Debt Service

The debt service represents existing and projected debt service. The existing debt service within the Study
Period and the Test Year Revenue Requirement includes the three outstanding bond issuances and
associated amortization schedules.

For the Study Period, one new debt issuance was forecasted. The new debt issue supports the large CIP
plans over the Study Period and Test Year. Key capital projects funded through the debt issuance include
major investments in power delivery modernization—such as sizing infrastructure for projected load
growth from electrification, addressing aging infrastructure, and strengthening system resilience against
risks like wildfires. Funding these projects are investments that will serve future generations of customers
with substantial asset lives. PWP identified $50 million in total debt issuances within the Study Period
would be sufficient with the expectation that rate revenues and cash reserves will fund all other
anticipated CIP.

Table 2-7 summarizes the projected debt service for the Electric Utility, and Table 2-8 summarizes the
debt service revenue requirement.
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Financial Forecast

Table 2-7
Electric Debt Service (1)
Year 1 Year 2 Year 3 Year 4
Item FY 2026 FY 2027 FY 2028 FY 2029
Debt Service

Existing Direct $15,624,250  $15,625,250 $15,620,375 $15,619,000
Future $0 $2,375,000 $3,160,473 $3,160,473
Total $15,624,250  $18,000,250 $18,780,848  $18,779,473

(1)  Please note that the total amounts shown in the table may not properly add as shown due to rounding.

Table 2-8
Electric Debt Service Revenue Requirement (1)
Year 1 Year 2 Two-Year
Item FY 2026 FY 2027 Average
Debt Service
Existing Direct $15,624,250  $15,625,250 $15,624,750
Future $0 $2,375,000 $1,187,500
Total $15,624,250  $18,000,250 $16,812,250
(1)  Please note that the total amounts shown in the table may not properly add as shown due
to rounding.

As mentioned previously, PWP evaluates the financial forecast and possible rate and debt issuance actions
by monitoring financial KPls. By bond covenants, PWP must maintain a minimum 1.5 DSCR. Pasadena
Municipal Code 13.04.17513 outlines the Light and Power Fund’s working capital reserves, which includes
maintaining a minimum and target reserve equivalent to one year of debt service payments for
outstanding bond or credit obligations. Table 2-9 summarizes the DSCR for PWP at the recommended
rate increases for FYs 2026 and 2027. The operating expenses shown in Table 2-9 do not include capital
paid from rate revenues and cash reserves, which is explained later in this section.
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Table 2-9
Electric Debt Service Coverage Ratio ()

Year 1 Year 2 Two-Year

Item FY 2026 FY 2027 Average
Operating Revenues @ $303,008,999  $336,542,314  $319,775,657
Operating Expenses $203,774,257  $215,204,439  $209,489,348
Net Revenues Available $99,234,742  $121,337,875  $110,286,308

Debt Service

Existing Direct @) $15,624,250  $15,625,250 $15,624,750
Future $0 $2,375,000 $1,187,500
Total $15,624,250  $18,000,250 $16,812,250
Debt Service Coverage Ratio 4 6.4 6.7 6.6

(1)  Please note that the total amounts shown in the table may not properly add as shown due to rounding.
(2)  Operating revenues include retail rate revenues, interest income, and other or miscellaneous revenues.
(3) DSCR equals the Net Revenues Available divided by the total Debt Service.

Capital Paid from Current Earnings

The Electric Utility’s capital expenses are identified within the FY 2026 Budget four-year CIP. To finance
these capital investments and system upgrades over the Study Period, the Utility plans to utilize a
combination of debt, rate revenues, and cash reserves. These projects are most notably the
implementation of the advanced metering infrastructure, a software and hardware investment, and the
PWP battery energy storage system. These projects are critical modernization projects that have been
delayed and are time-critical within the Study Period. However, in the absence of rate adjustments, a
significant portion of the annual CIP would need to be funded through cash reserves. The average annual
capital expenses funded through rate revenues or cash reserves—reflected in FY 2026, FY 2027, and the
Test Year Revenue Requirement— totals $89.9 million. Table 2-10 presents the annual capital outlays
funded through cash sources over the Study Period, while Table 2-11 summarizes the capital outlays
attributed to cash sources in the Test Year.

Table 2-10
Electric Capital Funded with Cash Sources
Year 1 Year 2 Year 3 Year 4
Item FY 2026 FY 2027 FY 2028 FY 2029
Cash-Funded Capital $106,015,456 $73,701,937  $99,636,557  $93,648,293
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Revenue Requirement

Table 2-11
Electric Capital Funded with Cash Sources for Revenue
Requirement

Year 1 Year 2 Two-Year
Item FY 2026 FY 2027 Average
Cash-Funded Capital $106,015,456 $73,701,937 $89,858,696

Capital funded through grants and contributions in aid of construction (“CIAC”) from customers are
excluded from the revenue requirement and COS as they do not contribute to costs that must be
recovered in PWP’s rates. All expenses associated with construction in these two categories are
independently funded and have no impact on revenue requirement. As such, CIAC is adjusted out of the
revenue requirement as seen in Table 2-12.

Other Income and Expenses

Other income and expenses represent miscellaneous non-operating revenues or expenses that are a net
$57.4 million in revenues in the Test Year. This amount reflects non-operating revenues, which include
interest income, grants, charges for internal services, and miscellaneous revenues (e.g., late fees,
connection fees, etc.). These net revenues act to reduce the overall revenue requirement and eventual
rates paid by PWP customers. Adjustments have been made to other income to arrive at the Test year
Revenue Requirement. Corresponding with the CIAC removal from capital expenses, the CIAC associated
revenues are also removed from other income. Additionally, adjustments are made to the revenues
associated with the public benefit charge and LCFS as these expenses and revenues be equal in practice.
PWP targets annual public benefit charge and LCFS related expenses to be equal to the revenues
generated. After adjustments, these net revenues reduce the overall Test Year Revenue Requirement by
$57 million.

Revenue Requirement

There are two primary revenue requirement methodologies employed in the utility industry: the cash
basis and the utility basis. The primary differences between the cash basis and the utility basis involve
the treatment of depreciation, return on invested capital, and debt service. The cash basis, which is the
most common method used by municipalities, includes debt service but excludes depreciation and return
on invested capital in the revenue requirement determination. The cash basis focuses on meeting the
cash demands of the utility. The utility basis, commonly used by private or for-profit utilities, includes
depreciation and return on invested capital, but excludes debt service from the revenue requirement
determination.

In this cost of service analysis, NewGen utilized the cash basis as it follows the traditional cash-oriented
budgeting practices frequently used by government entities. Furthermore, the cash basis is generally
easier to communicate to customers, as it aligns revenue with expenditures.

NewGen developed the Test Year Revenue Requirement for the two-year Study Period, including all costs
required to operate the Utility and ensure its financial stability. The Test Year Revenue Requirement of
$259,523,634 is the two-year average of the annual revenue requirements and is shown in Table 2-12.
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The current rates are insufficient to fully recover the projected operating and capital costs by
approximately $31.5 million.

Table 2-12
Test Year Revenue Requirement (')
Account 2-Year Average  Adjustments Test Year
O&M Expenses @ $209,489,348 $209,489,348
Debt Service ) $16,812,250 $16,812,250
Capital Paid from Rates $89,858,696 $89,858,696
Capital Paid from Low Carbon Fuel Standard and
Undergrounding Fund @ $7,828,080 $7,828,080
Capital Paid from Customers ©) $5,543,453 ($5,543,453) $0
City Transfer $29,232,675 $29,232,675
Other Expenses/(Income) ©) ($59,934,527) $2,593,189 ($57,341,338)
Application of Reserves ($36,322,846) ($36,322,846)
Revenue Requirement () $262,507,129 ($2,950,264) $259,556,865
Test Year Projected Revenues ) $227,990,390
Over (Under) Recovery of Costs ($31,566,475)
(1)  Please note that the total amounts shown in the table may not properly add as shown due to rounding.
(2)  O&M Expenses exclude non-cash related items such as Depreciation.
(3)  Debt service reflects the annual total principal and interest payments associated with current and expected new debt financing.
(4)  Corresponding revenues for Low Carbon Fuel Standard (LCFS) and Underground are included in Other Income.
(5)  Corresponding revenues to capital paid from customers are included in Other Income.
(6)  Other Expenses/(Income) include interest income, non-operating expenses, miscellaneous revenues, and non-operating revenues.
(7

7)  Please note the 2-year average revenue requirement shown here does not equal the revenue requirements shown in Table 2-2 as Table 2-12 applies

the use of cash reserves to reduce the revenue requirement
(8)  Test Year Projected Revenues assume the current Power Cost Adjustment.

NewGen has included the application of cash reserves to decrease the Test Year Revenue Requirement in
Table 2-12. Existing reserves meet and exceed its financial policies and minimums and maintains them
after the Test Year period and use of a portion of the reserves.

Reserves

Unrestricted cash reserves serve multiple purposes, including providing working capital, funding capital
projects, mitigating market and price volatility risks to customers, and supporting the Utility’s overall cash
flow management. The annual balances and contributions to or use of reserves, assuming PWP does not
adjust base rates, are shown in Table 2-13.

If PWP does not implement rate increases, the estimated annual shortfall of $31.5 million in the revenue
requirement will further draw down the cash reserves beyond the levels already planned and shown in
Table 2-12. The estimated reserve balance as of July 1, 2025, is $409 million or 741 days of cash on hand.
Without any rate increases, PWP’s cash reserve balance is projected to decline by $137 million over the
Study Period, decreasing from $409 million to $271 million.
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Reserves

Table 2-13
Electric Cash Reserve Balances — No Rate Increases (1)

Year 1 Year 2

FY 2026 FY 2027
Fund Balance - BOY $408,829,565 $327,725,532
Deposits from Earnings @ $38,537,989 $30,928,969
Withdrawals (Capital & Operating) ($119,642,022) ($86,818,437)
Fund Balance - EQY $327,725,532 $271,836,065
Days Cash on Hand BOY 741 564
Days Cash on Hand EQY 595 469

(1)  Please note that the total amounts shown in the table may not properly add as shown
due to rounding.

(2)  Deposits from earnings represent the operating revenues less operating expenses, City
Transfer, and debt service.

If the proposed total rate increases of 9.5% for both FY 2026 and FY 2027 are implemented, the projected
ending balance in FY 2027 increases from $271 million to $336 million, equivalent to 578 days cash on
hand. The cash reserve balances, resulting from the proposed systemwide rate adjustments, are
consistent with industry standards and provide PWP flexibility and financial stability to support future
operating and capital requirements. Additionally, the reserves offer the ability to manage uncertainties
related to construction timelines, project schedules, and financing costs, including interest rate
fluctuations. Beyond these functions, the cash reserves serve multiple purposes within the Utility, such as
providing working capital, stabilizing rates to reduce volatility, and funding capital improvements.

PWP has a working capital policy reflected in Pasadena Municipal Code Chapter 13.04.175 which
establishes the “Working Capital targets to be the sum of an Operational Reserve, a Debt Service Reserve,
a Capital Expenditures Reserve, a General Fund Transfer Reserve, an Energy Services Charge Reserve, a
Transmission Services Charge Reserve, and a Contingency Reserve.”
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February 24, 2025

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (February 11, 2025)

FROM: Water and Power Department

SUBJECT: DIRECTION TO CITY ATTORNEY TO PREPARE WITHIN 60 DAYS AN
ORDINANCE AMENDING PASADENA MUNICIPAL CODE CHAPTER
13.04 TO REMOVE STRANDED INVESTMENT CHARGE AND
RESERVES AND AMEND TO INCLUDE A WORKING CAPITAL
RESERVE TARGET (Water & Power Depart.)

RECOMMENDATION:

It is recommended that the Cify Council:

1) Find that the action proposed herein is not a “project” subject to the California
Environmental Quality Act (CEQA) pursuant to California Public Resources Code
Section 21065 and within the meaning of State CEQA Guidelines Section 15378(b);
and

2) Direct the City Attorney to prepare an ordinance and return within 60 days,
amending the Pasadena Municipal Code (“PMC”) Chapter 13.04, the light and power
rate ordinance to:

a. Amend Section 13.04.173 — Power cost adjustment.

b. Amend Section 13.04.175 — Reserve for stranded investment and change
title to “Reserve for working capital”; and,

c. Remove 13.04.176 — Stranded investment surcharge.

MUNICIPAL SERVICES COMMITTEE (“MSC”’) RECOMMENDATION:

On February 11, 2025, the MSC approved the staff recommendation to direct the City
Attorney’s Office to prepare an ordinance to amend PMC 13.04, the code change would
create a working capital reserve target policy. Staff received guidance to also create a
minimum level for reserves to establish the point at which reserve levels would be
detrimental to the operations of the utility.
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PMC Amendments
February 24, 2025
Page 2 of 5

The basis for a minimum is recommended to be 60 days, as compared to 90 days for
the target, for liquidity reserve for operating expenses (2) the market reserve category,
and (3) the contingency risk category. Given that the current minimum reserve level
within the City’s Fund Balance Reserve Policy for the Light and Power Fund is 60 days
of operating expenses, this recommendation is consistent with adopted policy. The
revision to the code would also acknowledge that there are many other risks that the
utility faces that require sufficient working capital in a rapidly changing industry and
world.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) recommends streamlining PMC code sections that
impact the Light and Power Fund’s reserves to adopt a working capital reserve target.
The proposed target includes amounts to address liquidity needs and several types of
risks within the utility. Established target amounts will ensure exceptional
creditworthiness as well as resilience to unforeseen circumstances. The proposed PMC
change also will include protocol for the use, replenishment, and monitoring of the target
amounts. Furthermore, the recommendation is to dissolve the existing narrowly focused
Stranded Investment Reserve to address the current working capital needs to enable
continuity of services and stability of customer rates.

BACKGROUND:

The Stranded Investment Reserve was established in 1996 as part of a strategy to
address above-market energy costs anticipated from the Intermountain Power Project
(IPP) and Magnolia projects, which, at the time, were projected to lose value due to
industry restructuring. Funded through ratepayer contributions, this reserve was limited
to covering stranded investment risks only. Since the establishment of the reserve,
however, these assets have retained value, with much lower exposure to stranded costs
than initially anticipated. As required by PMC 13.04.175, Council has approved the use
of the Stranded Investment Reserve several times in the past, with uses such as the
defeasance of $80 million in bonds and the most recent usage of $7 million per year
from 2018- 2022 to mitigate future rate increases due to the increasing power supply
costs.

In today’s financial environment, Government Finance Officers’ Association and other
industry best practices recommend utility reserves focus on operational liquidity, cash
flow stability, and risk mitigation for operational and capital needs. Adopting a working
capital reserve will allow PWP to realign the stranded investment funds into reserve
categories that better address modern utility risks, including unexpected cost
fluctuations, seasonal revenue variances, and operational stability; all while considering
a long-term perspective on funds management.

In light of the ongoing electric rate study, PWP is seeking policy direction on the amount
of reserves deemed appropriate by Council in order to set rates that optimize for both
affordability and rate stability.
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Reserve Policy Target Components

The proposed Reserve Policy Target includes four main reserve categories, each
tailored to mitigate specific risks and provide targeted financial stability:

1) Liquidity Reserve

a) Purpose: Provides liquidity to meet routine operational expenses and cash flow
during times of revenue variability.

b) Target Level: Equivalent to the sum of 90 days of operating expenses, one-year
principal payment for outstanding bonds, approved General Fund transfer
amount, and one year capital improvement budget. This reserve helps PWP
manage short-term financial disruptions, such as seasonal variations in revenue
or unexpected operational expenses.

c) Risk Mitigation: Protects against revenue volatility by ensuring sufficient funds
are available to cover costs without needing immediate rate adjustments. This
reserve level will also support debt service obligations, enhancing PWP’s credit
profile.

2) Market Exposure Reserves

a) Energy Services Charge Reserve

i) Purpose: Provides a buffer against fluctuations in energy costs and
unexpected energy purchase needs. Energy markets can be volatile,
impacting the cost of purchased power.

i) Target Level: Set at 90 days of projected energy costs.

iii) Risk Mitigation: Enables PWP to manage unexpected energy price spikes or
supply disruptions without impacting rate stability. The reserve also helps
maintain rate stability by offsetting temporary increases in energy
procurement costs.

b) Transmission Reserve
i) Purpose: Covers potential increases in transmission costs or investments

needed for maintaining or upgrading transmission infrastructure. This reserve
addresses cash needs arising from unforeseen transmission expenses that
may arise from infrastructure wear, system expansion, or regulatory changes.

i) Target Level: Based on projected annual transmission costs amounting 90
days of PWP’s annual transmission-related obligations.

iii) Risk Mitigation: Supports the continuity of service by covering unanticipated
transmission expenses without needing to increase customer rates or reduce
service quality. A dedicated transmission reserve also ensures that PWP can
meet short-term needs related to system upgrades or unexpected outages.

3) Contingency Reserve

a) Purpose: Acts as a safeguard for extreme or unforeseen events that exceed
standard operating and capital contingencies, including emergencies or
regulatory changes requiring immediate capital outlays.

b) Target Level: 90 days of annual operating expenses and capital workplan.

c) Risk Mitigation: Enhances PWP’s financial resilience to sudden disruptions that
could impact service delivery, such as natural disasters or unexpected regulatory
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mandates requiring rapid response. The contingency reserve is an essential part
of a strong reserve structure, ensuring operational continuity in critical times.

Proposed Policy Implementation

The conversion of the Stranded Investment Reserve into the Working Capital Reserve
Target with established reserves will involve:

1) Reclassifying Funds: Allocating the existing balance from the Stranded Investment
Reserve into the Working Capital Reserve based on PWP’s needs and
recommended reserve levels.

2) Establishing Utilization and Replenishment Policies: Defining criteria for withdrawals
and required approvals to ensure that funds are used appropriately and replenished
as needed to maintain established targets.

3) Annual Review and Adjustment: Regular assessment of reserve levels by the
General Manager, reviewing as necessary to meet changing operational and market
conditions.

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.

ENVIRONMENTAL ANALYSIS:

CEQA excludes, from environmental review, actions that are not “projects” as defined
by California Public Resources Code (PRC) CEQA Guidelines Section 21065 and within
the meaning of CEQA Guidelines Section 15378(b). PRC Sections 21065 and CEQA
Guidelines Section 15378(b) define a project as an action which may cause either a
direct physical change in the environment, or a reasonably foreseeable indirect physical
change in the environment. CEQA Guidelines Section 15378 excludes from the
definition of “project” administrative activities of governments that will not result in direct
or indirect physical changes in the environment. The actions proposed herein,
amending the municipal code to establish a consolidated working capital reserve for the
Light and Power Fund, is an administrative activity, and therefore is not a “project” as
defined by CEQA. Since the action is not a project subject to CEQA, no environmental
document is required.
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FISCAL IMPACT:

This amendment requires no additional ratepayer contributions, as the funds are
currently available within the Stranded Investment Reserve and Light and Power Fund
Balance. By realigning these funds, PWP will improve financial stability, protect
ratepayers from abrupt rate adjustments, and provide enhanced fiscal resilience for the
utility. There is no impact to the General Fund.

Respectfully submitted,

V\/

DAVID M. REYES
Interim General Manager
Water and Power Department

Prepared by:

Lyn%e Chaimowitz @r

Assistant General Manager
Water and Power Department

Approved by:

)

i }L’\JVL S’,J?'j'

MIGUEL MARQUEZ
City Manager




PASADENA WATER AND POWER

MEMORANDUM
March 11, 2025
To: Municipal Services Committee

From: David M. Reyes
Interim General Manager

Subject: Electric Rate Study Update — Customer Engagement Plan

This memorandum is for information only.

BACKGROUND:

This report provides an informational update to the Municipal Services Committee (“MSC”)
about the status of the Pasadena Water and Power’s (“PWP”) Electric Rate Study (“ERS”),
specifically the customer engagement plan. The ERS aims to evaluate and develop a
recommended rate plan that aligns with City Council policies and legal constraints. The
objective is to collect sufficient revenue while also supporting both community and utility
goals. This goal is reached by sending price signals to customers that communicate key
information and incentivize behaviors that benefit both the community and the utility. With
the use of empirical data and professional expertise of industry best practice, PWP will
explore rate structures and pricing incentives that will accommodate evolving electric
industry trends and customer practices. The presentation will discuss planned customer
engagement strategy for the study and provide a brief overview of activities since the most
recent MSC update on October 22, 2024.

PROGRESS UPDATE:

The ERS, with the lead consultants from NewGen Strategies and Solutions, LLC
(“NewGen”), has completed its first phase, including data gathering for the cost-of-service
analysis and the development of a draft financial model. This model will serve as the primary
tool for analysis and evaluating rate adjustments.

In parallel, several municipal code modifications have been approved or recommended,
including the removal of direct access and related tariffs, amendments to long-term contract
provisions, and restructuring reserve-related code sections into consolidated working capital
policy targets and minimums. These foundational changes provide a strong starting point for
aligning electric rates and tariffs with the utility’s current operations and services.
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Additionally, PWP continues to integrate its ERS with the Optimized Strategic Plan (“OSP”)
to refine power cost projections and revenue requirements in alignment with Resolution
9977’s goal of achieving Carbon-Free electricity by 2030. Staff has collaborated closely to
refine future load growth projections and ensure key financial and operational assumptions
are aligned, supporting informed decision-making through the next waypoint in 2028.

NEXT STEPS:

PWP will implement a diverse and tailored approach to public engagement, recognizing that
a one-size-fits-all strategy is insufficient. Customer engagement and segmented
participation are essential for developing equitable and effective rates and pricing strategies.
Actively involving customers in the rate-setting process enhances transparency, builds trust,
and fosters a deeper understanding of cost structures and service value. By segmenting
participation based on usage patterns and customer profiles, PWP can customize its
outreach to better understand and implement incentives that promote conservation,
efficiency, and sustainability. This approach not only supports policy goals, such as reducing
peak demand and encouraging renewable energy adoption, but also ensures that costs are
fairly distributed among customer classes, preventing undue burdens on any one group.

A key aspect of fostering engagement is increasing awareness of both the rate-setting
process and the value that a publicly owned utility brings to the community’s quality of life.
PWP will achieve this through digital advertising, content marketing, events, and webinars,
ensuring that customers are well-informed and involved.

Recognizing the importance of customer insights, PWP will conduct targeted market
research to listen and learn about customer expectations and priorities before making
recommendations to the City Council. A variety of engagement strategies will be employed,
ranging from digital outreach and online input tools to in-depth workshops and focus groups,
ensuring broad and meaningful participation.

PWP’s engagement strategy is designed to empower customers with information while
aligning pricing structures with community priorities and regulatory requirements. Sending
clear pricing signals that encourage mutually beneficial behaviors is essential for Pasadena
to achieve the policy objectives outlined in Resolution 9977—ensuring a carbon-free
electricity future that is reliable, equitable, and affordable.
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ROAD TO NEW ELECTRIC RATES

Q 11/9

we are here

CLEAN UP POLICY

TOOLS DESIGN SCENARIOS OUTCOME
Modified legacy Establish clear policies to Build out the financial Establish a future Review multiple Establish rate pricing
items such as direct  serve as a foundation to models and tools desired state and options based on and look at the
access, long-term set the bounds for future  with the established  design a balanced rate Council and customer impacts
contracts and billing financial planning; policy and structure to meet community inputs, regarding the new
provisions that were restructured reserve- parameters to PWP’s mission, based feasible program rate design and
created during a past related code sections forecast future on realistic forecasts  implementations and pricing, and
era of deregulation into consolidated revenue needs based and established plans future possible determine the timing
that are incongruent working capital policy on cost-of-service (i.e. budgets, PDMP, stressors, and of new rates and
with today’s business  targets and minimums analysis and IRP, OSP) establish a preferred communicate
model and regulatory economic projections scenario to develop through the
framework rates and customer customer base

impacts
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NOT A ONE SIZE FITS ALL PROPOSAL

PUBLIC ENGAGEMENT TRENDS

Identify a fully representative customer base and meet them
where they are.

Public engagement will be different for residential vs. g
commercial customers. O s
Broad reaching community meetings are less effective

than a targeted approach that engages customers at

times and places where they can focus on discussing

acceptable service levels and priorities for planning and

managing electric services that are being provided.

STRATEGY

Employ diverse approaches that demonstrate transparency, foster meaningful

conversations with customers, and gain insights into the perspectives of the different

demographic groups and viewpoints.
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& PUBLIC PARTICIPATION OBJECTIVES

I~
N O
their needs to differentiate among the expectations of various customer

I ’
groups in service and rate design.

1. INCREASE AWARENESS

Achieve an increase in the recognition of the value proposition that a
publicly owned utility brings to the quality of life in Pasadena.

Gather insights on customer priorities to gain a deeper understanding of

|
° 2. EMPOWERING CUSTOMERS

3. IMPROVING POLICY EFFECTIVENESS

Engage the public to ensure clear policies that guide future financial
planning.

4. DEMONSTRATE TRANSPARENCY

Provide a high level of transparency to enhance public trust in the process
and the careful consideration of all proposed changes.

A & PASADENA
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PUBLIC PARTICIPATION STRATEGIES

DIGITAL AND IN-PERSON

@ DIGITAL ADVERTISING @ CONTENT MARKETING @ ONLINE INPUT

Invest in social media Develop high-quality blog Use online platforms to engage
campaigns to increase posts, videos, and infographics customers such as bill-estimator and
online visibility. to attract and engage other tools to share information and
customers. customize the experience.
@ PUBLIC WORKSHOPS @ PARTNERSHIPS @ EVENTS AND WEBINARS

Host workshops and events Collaborate with community- Host online and in-person events to
to have in-depth and based organizations partners connect with residential customers.
meaningful conversations to expand reach and Connect with the business community
with customers. credibility. through the Chamber of Commerce

and Key Account meetings.
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ENGAGEMENT PHASES

Rate Design * Invest 'Fime to hfaar feedbac_k a_b_out Pasadena’s service levels, value
Ph of services provided and priorities for rates.
ESs * Focus on feasible solutions that align with City Council policies to
present community-informed options.
Implementation * Customize information and events to customer segments.
Phase * Flexibility to adapt to customers preferred way of receiving

information: website, social media, in-person, bill inserts or
other tools available.

ENGAGEMENT PHASES

Launch rate design and explore rate

Introduction considerations.

Listen Develop tools to solicit customer feedback.

Widely share information on rate proposals and
Broadcast potential impact to future bills.

. & PASADENA
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& LET THE FUN BEGIN!

Shaping PWP’s Energy Future:

How Safe, Reliable and Affordable Power

@ EDUCATION Services are Provided to You
Work with the PWP team to educate on the MARCH 26*

value of a publicly-owned utility.

An introduction to all things about Pasadena Power.

Why PWP was formed, how we get our power and

deliver it to you, what programs are available to help
MATERIALS DEVELOPMENT you use electricity efficiently, and how you can save
Develop high-quality blog posts, videos, and on your power bills with PWP programs.
infographics to attract and engage customers.

Shaping PWP’s Energy Future:
Clean Energy and Rates Forum
APRIL 24*

Host an event to hear from the community about their
key issues and priorities surrounding power services
with a cross-section of information ranging from
upcoming projects, a rate design game and information
about the energy future being developed in the
Optimized Strategic Plan.

@ LISTENING

Host a community workshop with various
ways to solicit feedback on priorities and
have conversations with experts.

*Date subject to change, information will be distributed widely %] PASADENA
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) January 26, 2026

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (January 13, 2026)

FROM: Water and Power Department

SUBJECT: SET A DATE OF FEBRUARY 9, 2026, TO CONDUCT A PUBLIC
HEARING FOR RECOMMENDED ELECTRIC RATE ADJUSTMENTS
AND DIRECT THE CITY ATTORNEY’S OFFICE TO PREPARE AN

ORDINANCE AMENDING THE LIGHT AND POWER RATE
ORDINANCE AND ADOPT THE UTILITY RATE RESOLUTION

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed action is not a project subject to the California Environmental
Quality Act (CEQA) pursuant to Section 21065 of CEQA and Sections 15060(c)(2),
15060(c)(3), and 15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the project;

2) Set a date of February 9, 2026, to conduct a public hearing for the recommended
electric rate adjustments based on the findings of the recent electric rate study, with
changes to take effect on March 1, 2026, or as soon thereafter as practicable;

3) Direct staff to prepare the Utility Rate Resolution using a two-year, three-phase rate
adjustment (effective March 1, 2026, October 1, 2026, and March 1, 2027); and

4) Direct the City Attorney’s Office to prepare an ordinance within 60 days amending the
Light and Power Rate Ordinance, Title 13, Chapter 13.04 — Power Rates and
Regulations, to reflect the proposed electric rate adjustments, eliminate outdated or
obsolete provisions, and align the ordinance with current industry best practices.

EXECUTIVE SUMMARY::

Pasadena Water and Power (“PWP”) has completed a comprehensive Electric Rate
Study to ensure that electric rates remain equitable, cost-based, and aligned with the
City’s long-term goals of fiscal responsibility, infrastructure modernization, and
achieving 100% carbon-free electricity by 2030. Conducted in partnership with NewGen

MEETING OF AGENDA HEM NG e
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Strategies and Solutions, LLC (“NewGen”), the study includes a full cost-of-service
(*COS”) analysis, financial modeling, and extensive public engagement. The study
confirms that current electric rates are insufficient to meet projected revenue needs,
with a shortfall of approximately $67.9 million over 2 years. To address this, PWP
developed three rate adjustment alternatives. The recommended approach proposes a
phased implementation over three steps allowing for gradual revenue recovery while
maintaining reserve levels above policy minimums. This strategy balances financial
sustainability with customer affordability and rate stability.

In addition to the rate adjustments, PWP recommends a full restatement of the Light
and Power Rate Ordinance (Chapter 13.04) except for items related to Net Energy
Metering and any new provisions for local solar that will have further discussion. This
restatement will modernize the ordinance by eliminating outdated provisions, aligning
terminology with current industry standards, and streamlining governance by moving all
rate figures to the Electric Utility Rate Resolution. The updated ordinance also
anticipates future needs, including time-of-use pricing, advanced metering
infrastructure, and expanded support for distributed energy resources such as electric
vehicles.

PWP’s proposed rates remain among the most affordable in the region. The utility
continues to prioritize equity by offsetting fixed charges for income-qualified customers
and energy efficiency programs. Public engagement has been central to the process,
with outreach efforts including webinars, open houses, and a dedicated website.
Feedback from residential and commercial customers has informed the rate design and
highlighted interest in clean energy options, electric vehicle incentives, and bill
transparency tools. PWP recommends that the City Council set a public hearing for
February 9, 2026, to present the proposed rate adjustments and ordinance restatement,
and to gather community input. If approved, the new rates would take effect beginning
March 1, 2026, or as soon thereafter as practicable.

BACKGROUND:

On December 9, 2025, the Municipal Services Committee previously received a briefing
on the state of the electric utility indusiry, regionatl rate trends, affordability
considerations, public engagement efforts, and the policy and financial drivers behind
the need for electric rate adjustments. That discussion, in Attachment A, addressed
broader industry conditions, equity and affordability measures, public outreach, financial

planning assumptions, and the multi-year rate strategy direction provided by the
Committee.

This agenda item builds on that foundation and narrows the focus to two specific
elements: the results of the Electric Cost-of-Service analysis and the introduction of new
alternatives for consideration. The cost-of-service analysis provides the technical basis
for aligning rates with the actual cost to deliver electric service in compliance with
Proposition 26, while the alternatives offer additional context for evaluating rate design
and implementation options. Together, these materials support informed decision-
making without repeating prior background already reviewed by the Committee.
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State of the Industry for the Cost-of-Service

Residential customers cost more to serve today than they did several decades ago for
reasons that go beyond changes in how much electricity people use. Several
independent analyses show structural and cost drivers that have increased the cost to
serve residential customers:

+ Infrastructure and distribution investments have grown significantly. Utilities
across the state have raised spending on poles, wires, fransformers, and other
distribution system components to improve safety, reliability, and resilience.
These costs have been recovered through customer rates and are a principal
driver of higher retail prices. According to the California Public Utilities
Commission, distribution capital expenditures have grown sharply in recent
years, and distribution spending is now the largest category of utility capital
outlays?,

»  Wildfire mitigation and grid hardening efforts have added new costs. Efforts to
reduce wildfire risk—such as vegetation management, equipment upgrades, and
other safety investments—have contributed materially to rising utility costs. One
analysis of California investor-owned utilities found that wildfire mitigation
spending accounted for a large share of above-inflation rate increases in recent
years?. _

- Residential rates have risen faster than inflation. California’s average residential
electricity rates have grown significantly faster than inflation and now sit well
above the national average. A Legislative Analyst’s Office report shows that
residential electricity rates in the state increased by nearly 47% from 2019 to
2023, outpacing general price growth and contributing to higher costs for
customers?,

« Fixed infrastructure costs are spread over lower per-customer usage.
Independent research has noted that California’s relatively flat per-capita
electricity use means utilities must recover high fixed infrastructure costs (such
as transmission and distribution) over less growth in energy sales. In other

' Lawrence Berkeley National Laboratory, Retail Electricity Price and Cost Trends: 2024
Update, U.8. Department of Energy. The report identifies sustained growth in electric
distribution system capital investments and concludes that increased spending on poles,
wires, transformers, and grid modernization is a primary driver of rising retail electricity
rates.

2 California Public Utilities Commission, Utility Wildfire Mitigation Cost Recovery and Grid
Safety Reports. CPUC analyses confirm that wildfire mitigation and system hardening
requirements have materially increased electric utility revenue requirements statewide.

3 California Legislative Analyst's Office, Residential Electricity Rates in California, January
2025. The report concludes that residential electricity rates in California have increased
substantially faster than inflation over the past several years and are among the highest
in the nation, driven largely by capital investment, safety, and reguiatory compliance
costs.
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words, the same network of poles and wires must be paid for even if
consumption per household doesn't grow?.

Taken together, these external analyses help explain why the cost to serve residential
customers has increased so dramatically over time. The rise reflects long-term
investments in grid modernization, safety improvements, and changing operational
requirements, not simply changes in household energy usage.

ANALYSIS

The revenue requirement, cost-of-service analysis, and rate design are interdependent
components of a single rate-setting framework and cannot be evaluated in isolation.
The revenue requirement establishes the total amount of funding needed to operate,
maintain, and invest in the electric system. The cost-of-service analysis then allocates
that revenue requirement to customer classes based on how customers use the system
and drive costs. Rate design translates those class-level cost responsibilities into
specific rate structures and prices that appear on customer bills.

As illustrated in Figure 1, each element relies on the others. Changes to the revenue
requirement affect cost allocations, and changes in cost allocations directly influence
rate design outcomes. As a result, no single component can stand alone without losing
context or accuracy.

Figure 1: Cost of service Process: Aligning Cost and Pricing for Customer Types

STEP | - STEP 2 - STEP 3 - STEP 4 -
Develop Revenue Functionalize Classify Costs Allocate Costs
Requirement Costs
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4 Public Policy Institute of California, A Closer Look at California’s Surging Electricity
Rates. The analysis explains that relatively flat residential electricity consumption,
combined with rising fixed infrastructure and reliability costs, increases the cost burden
per residential customer.
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The detailed financial forecast that supports the revenue requirement has already been
reviewed and discussed with the MSC. That work established the overall system
funding needs and long-term financial assumptions. Accordingly, this agenda item does
not revisit the full financial forecast and analysis presented in Attachment A and in the
report on the Financial Forecast and Revenue Requirements. Instead, it focuses on the
cost-of-service resuls and associated rate design considerations, which explain how
those previously established revenue needs are distributed across customer classes
and translated into rates.

PWP Cost-of-Service Study Findings: Aligning Costs with Customer
Classifications

PWP with NewGen’s expertise used PWP accounting and demand data presented in
the technical findings in the COS study, Attachment B. The technical findings of the
cost-of-service study shows several customer classes are under-recovering costs, while
others are above cost, leading to cross-subsidies. The study relied on customer data,
PWP financials, system load profiles, and accepted industry methods.

PWP set out to evaluate the full cost of producing, tfransmitting, and delivering
electricity. The study broke down the revenue requirement into production,
transmission, distribution, and customer functions and then allocated these costs to
each customer class based on how they use the system.

Key findings include:

. Production costs represent the largest share at 49%; distribution accounts for
41%.

. 77% of system costs are fixed.

. It costs about $125 per month to connect a residential customer to the
system, regardless of usage.

. Current rates under-recover revenues for residential, small and large
commercial, and traffic signal customers.

. Street lighting and medium commercial classes are above cost at present.

The COS analysis identifies the specific costs to serve each customer class using
demand, energy, and customer allocation factors. These methods reflect cusiomer
contributions to peak load, energy use, and service requirements. PWP’s system has
pronounced summer peaks, which drive investment decisions. The study uses four-
coincident peak and non-coincident peak allocation factors that fit PWP's load profile
and operating conditions.

The COS results show that current rates do not match the actual cost {o serve most
customers. Residential customers face the largest gap, requiring an estimated one-time
increase of about 39% to reach full cost recovery, compared fo 7% for small commercial
and 6% for large commercial. Medium commercial class is above cost and require
adjustments downward to align with the COS Residential customers that fell out of
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alignment with their actual cost to serve for a few reasons that show up directly in the
study data.

Figure 2: Cost-of-Service vs. Test Year Effective Rate
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First, residential customers place the largest share of demand on the system. They
make up about 38% of the load during the four highest peak months, which is the period
that drives most of PWP’s infrastructure costs. The system must be built and maintained
to meet that peak, even though it only occurs a few hours per year. Residential demand
during those hours pushes a large share of fixed production and distribution costs to this
class.

Second, residential customers create the highest number of customer-related costs.
About 59,000 of PWP's 68,000 electric accounts are residential. Activities like billing,
metering, and customer service scale with account count, not energy usage. When you
spread customer-related costs across this many accounts, the cost per residential
customer remains high. The study shows that it costs about $125 per month to keep a
residential customer connected to the grid, regardless of how much energy they use.

Third, residential rates have not kept pace with rising fixed costs. The cost study shows
that 77% of system costs are fixed. These include power purchase contracts, capital
investments, and system maintenance. When rates place too much weight on per-kWh
charges, they don’t recover the actual fixed costs. Over time, this gap widens.
Residential usage per customer has also flattened or declined, which makes it even
harder for a variable-heavy rate to recover fixed costs.
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Fourth, current residential rates don't reflect the cost characteristics of the class. The
study found that residential revenue falling short of cost by about $30 million in the test
year, requiring an increase of just over 39% to get back to actual cost. That's the largest
gap of any class. Other classes, like medium and large commercial, already pay more
than their cost-to-serve and would see lower increases match the cost study.

Finally, residential customers place more pressure on local distribution facilities. The
study shows that residential customers make up over half of the sum of maximum
demands, which is what drives local distribution costs, including transformers, local
circuits, and service lines. The system data is presented in Figure 3. Because these
assets are expensive to install and maintain, and because they serve many individual
residential connections, this class picks up a large share of the distribution function
costs.

Figure 3: PWP Monthly Demand Peaks by Customer Class
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Put together, the data shows a simple story. Residential customers use a large share of
the system at its most expensive hours, make up the majority of customer accounts,
and depend heavily on local distribution assets. At the same time, residential rates
haven't been adjusted to match these cost patterns. The result is a widening gap
between what it costs to serve residential customers and what current rates collect.

Rate Making

The process of setting electric utility rates, commonly referred to as rate making, is a
structured approach that translates the cost of providing electric service into the rates
customers pay. It is both a technical and policy-driven exercise, designed to ensure that
rates are equitable, cost-based, and aligned with the City's broader goals of fiscal
responsibility, affordability, and sustainability.

Rate making begins with a COS analysis, where costs are allocated among customer
classes. The next step is rate design, which converts those cost responsibilities into
specific rate structures—such as fixed monthly charges, per-kWh energy rates, and
demand charges. Rate design must balance several competing objectives: recovering
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costs, minimizing customer bill impacts, promoting fairness across customer classes, and
supporting policy goals such as energy efficiency and clean energy adoption.

Importantly, rate making is not solely a financial exercise. It incorporates policy decisions
that reflect community values and strategic priorities. These include:

o Affordabilify: Avoiding sudden or excessive hill increases by phasing in rate
changes over time,

o Equity: Supporting income-qualified customers through targeted rate
discounts.

« Sustainability: Encouraging behaviors that reduce peak demand, improve
energy efficiency, and support carbon-free electricity.

« Transparency and predictability: Ensuring customers understand how rates
are set and can anticipate future changes.

The structure of rates also influences customer behavior. For example, time-of-use
pricing can encourage cusiomers to shift consumption to off-peak hours, reducing strain
on the grid. Similarly, clear and consistent rate signals can promote investment in energy-
efficient appliances, electric vehicles, and distributed energy resources.

In Pasadena’s case, the recommended rate adjustment strategy (Alternative 2) reflects a
deliberate balance between cost recovery and customer impact. If phases in rate
increases over three steps across two fiscal years, capping adjustments to avoid rate
shock while maintaining a clear path to full cost recovery. This approach ensures
compliance with Proposition 26, which requires that rates not exceed the reasonable cost
of service and supports the City’s long-term financial and environmental goals.

Rate Design Alternatives

The recommended rate plan is designed to move each customer class toward full cost of
service in a gradual and measured manner. Rather than implementing the fuli cost-of-
service adjustment in a single step, the rate design caps each class’s rate adjustment at
no more than 1.5 times the current rate change in any given adjustment period. - This
approach intentionally moderates bill impacts while maintaining a clear path to cost
recovery.

Under this structure, customer classes that are currently under-recovering their cost of
service will continue to under-recover during the transition period. That under-recovery is
temporary and decreases with each adjustment as rates move closer to the cost-based
level identified in the study. The cap prevents sudden or disruptive bill changes,
particularly for residential, while still ensuring that rates progress in the correct direction.

This phased approach does not change the underlying cost responsibility of any customer
class. The cost-of-service analysis establishes each class’s full cost obligation. The rate
design simply governs the pace at which rates are adjusted to reach that level. Each rate
adjustment is applied proportionally and consistently, reducing cross-subsidies over time
rather than perpetuating them.
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The approach is compfiant with Proposition 26. Proposition 26 requires that charges not
exceed the reasonable cost of providing service and that there be a clear relationship
between the charge and the service received. The proposed rates satisfy this requirement
because they are grounded in a formal cost-of-service study and move each customer
class toward its cost-based level once that information is known. Temporary under-
recovery during a phased implementation does not violate Proposition 26, as rates are
set below, not above, the cost of service and are siructured to achieve full recovery over
time.

By capping individual rate adjustments and phasing in cost recovery, PWP balances legal
compliance, financial sustainability, and customer affordability. This method provides
transparency, predictability, and fairness while allowing customers time to adjust and
plan, and it ensures that the electric system remains financially sound as rates are aligned
with actual costs.

At Council’'s direction, staff could also model additional lower caps ranging anywhere
from 1.25 to 1.49. The cap works by limiting the increase by customer class as
compared to the system average increase. The residential customer class cost of
service resulis show that they need rate increases greater than the systemwide
average, but the caps are a way to gradually phase in the increases. The caps are a
ratio of the systemwide increase. For example, regardless of the increase needed for
that customer class, a ratio of 1.25 would limit it to 11.9% per phase, because that is
1.25x the systemwide increase of 8.5% in that Fiscal Year. A ratio cap of 1.5 times is
presented existing scenarios means that no customer class rate increase can increase
by more than 14.3% per phase. This is common practice that moves toward cost
recovery by class but gives time for adjustments and movements towards alignment for
each customer class.

Since those options would require several weeks, which would also impact the
implementation dates, for expediency, the presented alternatives are ones that have
already been modeled. Staff has been advised that these are consistent with
Proposition 26 defensibility, so other alternatives could be considered but would require
advisement from the City Attorney’s Office.

Given the policy direction to use all strategies available to gradually adjust rates, PWP
modeled three alternatives for consideration and is requesting further guidance on
which alternative is Council’s preference and a summary of which is in Table 1 below.
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Table 1: Key Differentiators Between Rate Strategy Alternatives

Cap on ratio of
_increases per phase

# of adjustment phases

Fiscal Years impacted

‘Meets cost of service
before next study period

Prop 26 Aligned

Use of reserves

Alternative Alternative

3

Alternative

Alternative
4*

1.5 1.5 1.5 ~1.25
R R TR e S N
FY27 FY27 & FY28 & FY28+
low  Medium  Medium/  High

High.

Alternative 1: Immediate Full Cost Recovery — Not Recommended

Alternative 1 establishes a rate plan that would, at the time of proposed adoption,
achieve full-cost recovery by customer class with one adjustment. Given the drastic
increase required and the implications for customer’s and affordability, staff does not
recommend this alternative. Alternative 1 includes an additional $6 million draw down of
cash reserves if implemented in March 2026.

Table 2: Percentage Bill Adjustments by Class for Alternative 1

Phase 1 Phase 2

10.5%

10.5%

Phase 3

10.5%

Residential

Commercial - Small 10.1% 6.2% 5.0%
Medium - Commercial 3.9% 5.0% 5.0%
Large - Commercial 3.9% 4.5% 5.0%
Street Lighting 3.9% 7.9% 5.0%
Traffic Signals 10.5% 10.5% 10.5%
Total System 7.0% 7.0% 7.0%
Maximum Rate Increase

Multiple 1.5 1.5 1.5
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Alternative 2: Gradual Full Cost Recovery with options for three adjustments over
two Fiscal Years.

Alternative 2 provides a strategy for three rate adjustments over two Fiscal Years, the
changes recommended to take effect March 2026 (FY26), October 2026 (FY27) and the
final adjustment March 2027 (FY27). This alternative is steady and is most aligned with
Municipal Services Committee guidance. Alternative 2 includes an additional $32 million
draw down of cash reserves if implemented in March 2028, October 2026 and March
2027.

Table 3: Percentage Bill Adjustments by Class for Alternative 2

Classes Phase 1 Phase 2 Phase 3*
Residential 10.5% 10.5% 10.5%
Commercial - Small 10.1% 6.2% 5.0%
Medium - Commercial 3.9% 5.0% 5.0%
Large - Commercial 3.9% 4.5% 5.0%
Street Lighting 3.9% 7.9% 5.0%
Traffic Signals 10.5% 10.5% 10.5%
Total System 7.0% 7.0% 7.0%

Maximum Rate Increase
Multiple 1.5 1.5 1.5

*Phase 3 in March 2027 (FY 2027)
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Alternative 3: Gradual Full Cost Recovery with options for three adjustments over
three Fiscal Years

Alternative 3 provides a strategy for three rate adjustments over three Fiscal Years, the
changes recommended to take effect March 2026 (FY26), March 2027 (FY27) and the
final adjustment March 2028 (FY28). Alternative 3 includes an additional $74 million
draw down of cash reserves if implemented in March 2026, March 2027 and March
2028. Staff does not recommend this alternative.

Table 4: Percentage Bill Adjustments by Class for Alternative 3

Phase 1 Phase 2 Phase 3*

Residential 10.5% 10.5% 10.5%
Commercial - Small 10.1% 8.2% 5.0%
Medium - Commercial 3.9% 5.0% 5.0%
Large - Commercial 3.9% 4.5% 5.0%
Street Lighting 3.9% 7.9% 5.0%
Traffic Signals 10.5% 10.5% 10.5%
Total System 7.0% 7.0% 7.0%
Maximum Rate Increase Multiple 1.5 1.5 1.5

*Phase 3 in March 2028 (FY 2028)
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Alternative 4: Gradual Full Cost Recovery Extending Beyond Study Period,
Capping ratio fo 1.25 for Residential Customers per phase

This option suggests implementing changes in three steps over three phases (timing is
to be determined and has not yet been modeled), allowing customers to adjust
gradually while addressing revenue needs more sustainably without shock increases.
The cap of rate increases is set to 1.25 for the Residential customer class but does not
reach cost-of-service by the end of FY2027. Future rate increases will be studied and
rate impacts may be steeper. This alternative utilizes reserves for delay in revenue
collection. Staff does not recommend this alternative.

Table5: Percentage Rate Adjustments by Class for Alternative 4

Residential 8.7% 8.7% 8.7%
Commercial - Small 8.7% 7.0% 6.0%
Medium - Commercial 4.8% 6.0% 6.0%
Large - Commercial 4.8% 5.5% 6.0%
Street Lighting 4.8% 8.7% 6.0%
Traffic Signals 8.7% 8.7% 8.7%
Total System 7.0% 7.0% 7.0%
Maximum Rate Increase Multiple 1.25 1.25 1.25
Customer Bill Impacts

Individual customer bill impacts will vary depending on the customer class and the
amount of electricity consumed. Because of the variability of rates, PYWP will develop an
estimator for customers to understand the impact once one rate plan is decided on.
Below are some impacts using averages for consumption. For comparison purposes,
above average usage is also presented for residential customers to give a bit more
context on the variability in bill impact due to usage patterns. Timing prohibited PWP
with the full pricing development for Alternative 4, and as such, the impact examples are
limited to Alternatives 1, 2 and 3.
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Residential Customer Bill Inpacts

Single and multi-family residential customers represent nearly 88% of PWP's customer
accounts, whereas they represent 22% of the total consumption for the utility. PWP
ensures that the lights are on, and essential eiectrical services are provided reliably
year-round. For comparison purposes, the bill impacts shown in Table 5 below
represent an approximation of the average customer, using 500 kWh monthly.

To demonstrate the different impact of the distribution charge structural change, the
Tables 5 and 6 below also show a residential customer with approximately “average”
monthly consumption with 500 kWh per month and higher-than-average consumption at
1,000 kWh per month. The tables show the impact based on the three alternative
strategies to implement rate adjustments.

Table 6: Sample Electric Bills - Monthly (Residential @ 500 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $150.24 $144.10 $144.10 $144.10
Alternative 2 $115.01 $113.17 $123.17 $135.11 $135.11
Alternative 3 $113.17 $113.17 $123.17 $135.11

*Amounts represent monthly total bill for a winter month. Energy Services Charge
includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Table 7: Sample Electric Bills - Monthly (Residential @ 1,000 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $347.67 $355.94 $355.94 $355.94
Alternative 2 $251.39 $273.52 $303.25 $337.95 $337.85
Alternative 3 $273.52 $273.52 $303.25 $337.95

*Amounts represent monthly total bill for a winter month. Energy Services Charge
includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Small Commercial Rate Impacts:

Small commercial customers represent approximately 11% of PWP’s customers and
approximately 19% of the total retail power sales (in kWh) per year. Small commercial
customers are the backbone of the community that includes establishments such as
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small retail and professional offices, cafes and small restaurants, and small dental or
medical offices. An approximation of typical usage is estimated to be around 1,500 kWh
per hour. The table 7 below, shows the impact based on the three alternative strategies
to implement rate adjustments.

Table 8: Sample Electric Bills - Monthly (Small Commercial @ 1,500 kWh)

Approximate Bills

Current

Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $419.88 $390.80 $390.80 $3980.80
Alternative 2 $341.56 $364.73 $385.44 $404 .42 $404.42
Alternative 3 $364.73 $364.73 $385.44 $404 .42

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Medium Commercial Rate Impacts:

Medium commercial customers represent approximately 1% of PWP's customers and
approximately 23% of the total retail power sales (in kWh) per year. Medium
commercial customers include mid-size office buildings (20,000 — 30,000 sq ft), retail
stores, groceries, urgent care facilities, veterinary hospitals, restaurants, fitness centers
and warehouses. An approximation of typical usage is estimated to be around 15,000
kWh per hour, about ten times that of a small commercial customer. The table 8 below,
shows the impact based on the three alternative strategies to implement rate
adjustments.

Table 9: Sample Electric Bills - Monthly (Medium Commercial Secondary @ 15,000
KWh) _' T e
Approximate Bills

Current March

Bill March 2026 October 2026 March 2027 2028
Alternative 1 $7,384.29 $7,680.69 $7,680.69 $7,680.69
Alternative 2 $6,483.80 $6,913.70 $7,353.40 $7,801.23 $7,801.23
Alternative 3 $6,913.70 $6,913.70 $7,353.40 $7,801.23

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Large Commercial Rate Impacts:
Large commercial customers represent less than 1% or 130 of PWP’s customers and
comprise of approximately 25% of the total retail power sales (in kWh) per year. Large
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commerdcial customers include hospital, school campuses, supermarkets and
departments stores. An approximation of typical usage is estimated to be around
175,000 kWh per hour, about ten times that of a small commercial customer. The table
5 below, shows the impact based on the three alternative strategies to implement rate
adjustments.

Table 10: Sample Electric Bills - Monthly (Large Commercial Secondary @ 175,000
kWh) _

Approximate Bills

Current March

Bill March 2026 October 2026 March 2027 2028
Alternative 1 $41,954.67 $38,695.51 $38,695.51 $38,695.51
Alternative 2 $37,227.41  $38,791.99 $41,588.03 $39,087.64 $39,087.64
Alternative 3 $38,791.99 $38,791.99 $41,588.03 $39,987.64

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

To reiterate, customer bill impacts will vary based on customer class and electricity
usage as well as seasonally for the residential customers on seasonal flat rates which
are variable in the summer vs. winter. PWP's proposed rates remain competitive with
neighboring utilities, though comparisons are influenced by many factors such as
differences in infrastructure needs and operating costs.

Alternatives Impacts on Cash or Working Capital Reserves

The cash reserve balances, resulting from the proposed systemwide rate adjustments,
are consistent with industry standards and provide PWP flexibility and financial stability
to support future operating and capital requirements. In addition, the reserves offer the
ability to manage uncertainties related to construction timelines, project schedules, and
financing costs, including interest rate fluctuations, Beyond these functions, the cash
reserves serve multiple purposes, such as providing working capital, stabilizing rates to
reduce volatility, and funding capital improvements. As depicted in the Figure 4 below,
the rate plans maintain the power fund balance at the total minimum working capital
reserves. The revenue plan also includes the issuance of $50 million dollars in debt
financing.



Set a Public Hearing for the Recommended Electric Rate Adjustments
January 26, 2026
Page 17 of 21

Figure 4: Working Capital
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RECOMMENDATIONS:

The recommended rate adjustment alternative was selected through a comprehensive
evaluation, financial modeling, and policy guidance from MSC. The COS Study,
conducted in partnership with NewGen, identified a projected revenue shortfall of
approximately $67.9 million over fwo years and revealed significant disparities between
current rates and the actual cost to serve various customer classes.

The COS analysis showed that residential, small commercial, large commercial, and
traffic signal customers are under-recovering costs, while medium commercial
customers are over-recovering. Specifically, residential customers require a 39%
increase to reach full cost recovery, driven by high fixed infrastructure costs, peak
demand contributions, and customer-related service expenses. These findings
underscore the need for rate adjustments that realign revenues with cost responsibilities
in compliance with Proposition 26.

To address this, PWP developed and modeled four rate design alternatives, each
balancing cost recovery, customer affordability, reserve impacts, and legal compliance.
The alternatives varied in the number of adjustment phases, the cap on rate increases,
and the timeline for achieving full cost recovery.

Alternative 2 was selected as the recommended approach because it:

» Aligns with MSC guidance for a steady, phased implementation over two fiscal
years (FY26 and FY27).

« Achieves full cost recovery before the next rate study period, ensuring financial
sustainability.

+ Moderates customer bill impacts by capping rate increases at 1.5 times the
cuirent rate change per phase.

» Maintains reserve levels above policy minimums, supporting operational and
capital needs without excessive reliance on reserves.

» Complies with Proposition 26, ensuring rates are based on actual costs and
structured to achieve full recovery over time.

Staff believes this approach provides a balanced path forward, reducing cross-subsidies
while allowing customers time to adjust. It supports the City’s goals of fiscal
responsibility, infrastructure modernization, and clean energy transition, and reflects
community input gathered through extensive public engagement.

Comprehensive Light and Power Rate Ordinance Recommendations for
Restatement and Modernization

Staff recommends a restatement because the current rates ordinance has become too
unwieldy to manage through piecemeal amendments. Over time, layers of changes,
cross-references, and outdated language have made it hard for staff, customers, and
decision makers to read and understand. A restatement lets us reorganize the entire
structure, integrate all prior amendments, remove inconsistencies, and modernize the
policy in a clear and coherent format. This approach improves transparency, supports
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compliance, and gives the public a complete, readable ordinance instead of another
round of patchwork edits.

Details were summarized and stated as in Attachment A. Attachment C is the redlined
version of the proposed edits published for transparency and for policy guidance.

Implementation Timeline

PWP is recommending that a public hearing be set for February 9, 2026, to receive
comments on the recommended adjustments to the electric rates. Following the City
Council’s action to set a date for the public hearing, a notice will be mailed to all electric
system customers that includes the recommended rate adjustments and provides
information regarding the public hearing. Table 6 outlines the approximate timeline and
implementation schedule for the proposed rate actions.

Table 11: Timeline

Date Action ltem

January 2026 Mail public hearing notice

January 2026-February 2026 Customer Qutreach and Education

February 9, 2026 Electric Rates Public Hearing

Fehruary 23, 2026 First Reading of Updated Electric Rate Ordinance
March 2, 2026 Second Reading of Updated Electric Rate Ordinance
g'raaﬁ?cl%fgfge‘;; as500n3s | Effective Date of First Rate Action

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

The establishment of a date to conduct a public hearing for the consideration of electric
rate adjustments and the drafting of related resolutions and ordinance amendments are
administrative actions that would not cause either a direct physical change in the
environment or a reasonably foreseeable indirect physical change in the environment.
Therefore, the proposed actions do not constitute a “project” subject to CEQA, as
defined in Section 21065 of CEQA and Section 15378 of the State CEQA Guidelines.
Since the action is not a project subject to CEQA, no environmental document is
required. Furthermore, the recommended electric rate adjustments themselves would
be statutorily exempt from CEQA. Section 15273 of the State CEQA Guidelines
identifies-a statutory exemption for "Rates, Tolls, Fares, and Charges" and states (in
part) that;

a. CEQA does not apply to the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or their charges by public agencies which the public
agency finds are for the purpose of:

Meeting operating expenses, including employee wage rates and fringe benefits,
Purchasing or leasing supplies, equipment, or materials,

Meeting financial reserve needs and requirements,

LN =

service areas, or
Obtaining funds necessary to maintain such intra-agency transfers as are
authorized by city charter.

o

Obtaining funds for capital projects, necessary to maintain service within existing
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FISCAL IMPACT:

The estimated cost to mail information about the public hearing and recommended rate
increases to all City of Pasadena electric customers is approximately $30,000. Funds
are available in the Light and Power Fund.

The rate increases are expected to generate revenue of approximately $84 million
annually. Depending on the alternative, additional reserves would be used up to $74
million through FY28. The incremental revenues will be used to offset increased O&M
and capital costs of the electric system.

Respectfully submitted,

o T

DAVID M. REYES
General Manager
Water and Power Department

Prepared by:

Opn Saivait?

Lynn(e Chaimowitz
Assistant General Manager
Water and Power Department

Approved by:

MIGUELMARQUEZ
City Manager

Attachment A: December 9,2025 Municipal Services Committee Agenda Report and
attachments.

Attachment B: Draft Cost-of-Service Report

Attachment C: Redline of Light and Power Rate Ordinance Chapter 13.04

Attachment D: Rate Schedule Alternative 3

Attachment E: Revised Rate Schedule Alternatives 1 and 2
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-/ December 15, 2025

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (December 9, 2025)
FROM: Water and Power Department

. SUBJECT: SET A DATE OF FEBRUARY 9, 2026, TO CONDUCT A PUBLIC

§ HEARING FOR RECOMMENDED ELECTRIC RATE ADJUSTMENTS
AND DIRECT THE CITY ATTORNEY’S OFFICE TO PREPARE AN
ORDINANCE AMENDING THE LIGHT AND POWER RATE
ORDINANCE AND ADOPT THE UTILITY RATE RESOLUTION

RECOMMENDATION:

. Itis recommended that the City Council:

1) Find that the proposed action is not a project subject to the California Environmental
Quality Act (CEQA) pursuant to Section 21065 of CEQA and Sections 15060(c)(2),
15060(c)(3), and 15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the project;

2) Set a date of February 9, 2026, to conduct a public hearing for the recommended
electric rate adjustments based on the findings of the recent electric rate study, with
changes to take effect on March 1, 2026, or as soon thereafter as practicable;

3) Direct staff to prepare the Utility Rate Resolution using a two-year, three-phase rate
adjustment (effective March 1, 2026, October 1, 2026, and March 1, 2027); and

4) Direct the City Attorney’s Office to prepare an ordinance within 60 days amending the
Light and Power Rate Ordinance, Title 13, Chapter 13.04 — Power Rates and

; Regulations, to reflect the proposed electric rate adjustments, eliminate outdated or

obsolete provisions, and align the ordinance with current industry best practices.

EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) has completed a comprehensive Electric Rate
Study to ensure that electric rates remain equitable, cost-based, and aligned with the
City’s long-term goals of fiscal responsibility, infrastructure modernization, and
achieving 100% carbon-free electricity by 2030. Conducted in partnership with NewGen

{
|
i

i MEETING OF AGENDAITEMNO.
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Strategies and Solutions, LLC (“NewGen”), the study includes a full cost-of-service
analysis, financial modeling, and extensive public engagement. The study confirms that
current etectric rates are insufficient to meet projected revenue needs, with a shortfall of
approximately $67.9 million over 2 years. To address this, PWP developed two rate
adjustment alternatives. The recommended approach proposes a phased
implementation over three steps allowing for gradual revenue recovery while
maintaining reserve levels above policy minimums. This strategy balances financial
sustainability with customer affordability and rate stability.

In addition to the rate adjustments, PWP recommends a full restatement of the Light
and Power Rate Ordinance (Chapter 13.04). This restatement will modernize the
ordinance by eliminating outdated provisions, aligning terminology with current industry
standards, and streamlining governance by moving all rate figures to the Electric Utility
Rate Resolution. The updated ordinance also anticipates future needs, including time-
of-use pricing, advanced metering infrastructure, and expanded support for distributed
energy resources such as electric vehicles and local solar generation.

PWP’s proposed rates remain among the most affordable in the region. The ufility
continues to prioritize equity by offsetting fixed charges for income-qualified customers
and energy efficiency programs. Public engagement has been central to the process,
with outreach efforts including webinars, open houses, and a dedicated website.
Feedback from residential and commercial customers has informed the rate design and
highlighted interest in clean energy options, electric vehicle incentives, and bill
transparency tools. PWP recommends that the City Council set a public hearing for
February 9, 2026, to present the proposed rate adjustments and ordinance restatement,
and to gather community input. If approved, the new rates would take effect beginning
March 1, 2026, or as soon thereafter as practicable.

BACKGROUND:

State of the Industry

Across California and the nation, residential electricity rates continue to rise, driven by a
combination of infrastructure investments, wildfire mitigation, regulatory mandates, and
the growing demand for clean energy. California's investor-owned utilities (“IOUs”) in
particular—such as PG&E, Southern California Edison, and San Diego Gas & Electric—
have implemented significant rate increases in recent years. These increases have
pushed average residential rates in some territories to nearly 40 cents per kilowatt-hour,
placing a growing burden on customers and raising concerns about long-term
affordability.

In contrast, publicly owned utilities (‘POUs") like PWP have remained a more affordable
and stable option for customers. PWP continues to offer some of the lowest residential
electric rates in the region, thanks to its local governance, not-for-profit structure, and
prudent financial planning. White PWP has implemented modest rate adjustments to
support necessary investments in system reliability and clean energy commitment all
within a challenging energy market, its rates remain well below those of neighboring
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utilities. This affordability is a direct reflection of the utility’s commitment to balancing
fiscal responsibility with customer value. The proposed rate increases are competitive
with neighboring agencies. Figure 1 provides electric bill comparisons with neighboring
agencies. It is important to note that rate structures differ between electric utilities based
on operating costs, the level of infrastructure investment, and other factors. The
comparisons are based on research of publicly available information on approved
electric rate increases for the agencies shown.

Figure 1: Estimated Monthly Electric Bill Comparison*

SoCal Edi
2 st Glendale

$178.68 PWP -
Al November
$139.71 2025

$115.01

$191.60

Burbank

$107

*Amounts represent monthly total single family residential bill with the usage of 500 kWh for the month of
November 2025. Amounts calculated using published rate schedules. Electric amounts calculated using
published non-time of use rate schedules. Amounts also exclude taxes and non bypassable surcharges.
Information has been sourced from publicly available information at the time generated.

It is important to note that all rate information represents a snapshot in time. As PWP
adjusts its rates to meet evolving operational and regulatory needs, other utilities are
doing the same, often at a much steeper pace. The utility sector as a whole is
undergoing a period of transformation, with increasing capital requirements tied to grid
modernization, electrification, and climate resilience. In this context, PWP’s ability to
maintain competitive rates while advancing its strategic goals is a testament to the
strength of the public power model.

Why it is important to conduct the electric rate study now?

PWP manages the City’s electric system, ensuring safe, reliable, and resilient service.
To maintain operations, fund capital improvements, and preserve financial stability, the
utility must generate sufficient revenue through rates that reflect the cost-of-service, in
compliance with Proposition 26. Proposition 26 requires that charges must not exceed
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the reasonable cost of providing the service. These charges must also have a clear
connection to the service received by the customer. As an enterprise fund, the Light and
Power Fund is a self-sustaining, not-for-profit entity where all revenues are reinvested
into the utility.

To avoid any perceived or actual misalignment of the costs to serve, PWP periodically
conducts cost-of-service studies to assess operating expenses, capital requirements,
customer usage patterns, and rate structures. These evaluations are typically performed
every five to ten years, with the most recent review of the Power Fund completed in
2018. The Electric Rate Study was initiated in 2024 through a competitively awarded
contract with NewGen. The scope of work included the development of a dynamic
financial forecast model, a full cost-of-service analysis, rate design, ordinance review,
and a public engagement strategy. The study builds on prior work, including the 2018
Power Integrated Resource Plan and the 2023 City Council Resolution 9977, which
commits Pasadena to 100 percent carbon-free electricity by 2030.

As customer usage patterns evolve and the costs of providing electric service continue
to shift, it is essential that PWP regularly conducts cost-of-service studies to ensure
rates remain equitable, transparent, and aligned with actual service delivery. These
studies help prevent disparities from growing unchecked, disparities that, if left
unaddressed, could undermine financial stability and place the utility in a reactive
position. By proactively evaluating and adjusting rate structures, PWP upholds its
commitment to fiscal responsibility, regulatory compliance, and long-term sustainability,
while continuing to provide safe, reliable, and resilient electric service to the Pasadena
community.

Given the current and rapidly changing conditions, PWP with guidance from Municipal
Services Committee, intends to conduct a similar analysis in approximately two years.
Thanks to the robust financial model developed for this study, PWP will be able to
support a more condensed timeline for the next analysis.

Electric Rate Study Process

With the assistance of NewGen, PWP has finalized the first steps in the electric rate
study, which are the accounting exercises of the development of the financial plan as
well as the cost-of-service study (or cost allocation process). The study confirmed the
need for rate adjustments to ensure the equitable recovery of increasing costs. Its
primary objective is to develop a cost-based rate plan that supports the City’s goals of
maintaining fiscal responsibility and stability, enhancing public infrastructure, and
advancing sustainability initiatives. The study process included a fuli modernization of
the financial planning model used by staff and a comprehensive review of cost
accounting data to come up with billing determinants for which pricing and rates were
developed.

On September 9, 2025, the Municipal Services Committee (“MSC”) directed staff to
prepare a two-year electric rate plan with annual systemwide increases of 9.5% for
Fiscal Year (“FY”) 2026 and 2027, based on projected budget needs, and to finalize the
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cost-of-service analysis, rate design, and ordinance review. While the MSC provided
guidance to develop a two-year rate plan, PWP also developed alternative multi-year
scenarios based on different clean energy portfolios from the Optimized Strategic Plan
(*OSP”). These scenarios were included to provide transparency and to illustrate the
long-term financial implications of various clean energy strategies, including accelerated
local solar and storage investments and hourly matching approaches. The alternatives
are not proposed for adoption at this time but serve to inform future planning and
demonstrate the potential range of outcomes.

Earlier, on July 14, 2025 (following MSC review on June 24), City Council approved the
development of a two-year rate plan using cost assumptions through 2029 and
endorsed a strategy of steady, practical rate increases supported by financial tools such
as debt and cash reserves. On March 11, 2025, staff introduced a customer-segmented
public participation plan to enhance transparency and engagement. Previously, on
October 22, 2024, PWP and NewGen presented an update to MSC, highlighting
progress on the financial model.

PWP has updated the Municipal Services Committee and City Council along the way
and taken on the following steps:

e On May 6, 2024, the City Council approved a contract with NewGen to perform an
Electric Cost-of-Service Analysis and provide Rate Design Services.

» On October 22, 2024, staff presented an introduction to the Electric Rate Study to
the MSC.

« On January 13, 2025, the City Council adopted Ordinance No. 7441, which
amended Pasadena Municipal Code (“PMC”) Chapter 13.04 to remove Direct
Access provisions and related tariffs, and to amend the long-term contract
provisions.

e On March 11, 2025, staff provided an update to the MSC on the Electric Rate Study
and introduced a customer engagement plan.

e On June 8, 2025, the City Council adopted Ordinance No. 7448, amending PMC
Chapter 13.04 to eliminate the Stranded Investment Charge and Reserves, and to
establish a Working Capital Reserve Policy.

o On June 24, 2025, staff sought direction from the MSC on which OSP portfolio costs
should be included in the revenue requirements for the electric rate study.

Why are rate adjustments needed now?

Analysis shows that, using the current rates, the revenue generated is insufficient to
meet the revenue requirements for the study period. The electric system financial model
includes annual system wide effective rate increases of 9.5% in fiscal years 2026 and
2027 would collect sufficient revenue to meet the system need. When the rate increase
is delayed, PWP is using funds out of cash reserves to compensate for the under
collection.
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To address this gap, and in concert with the direction given by the Municipal Services
Committee, the study recommends annual system wide effective rate increases of 9.5%
in both FY 2026 and FY 2027. These rate changes are projected to generate
approximately $21.5 miilion and $25.5 million in additional revenues in fiscal years 2026
and 2027, respectively. The revenue increases are necessitated by increasing costs to
deliver power to customers and provide the excellent level of service in PWP's mission.

There are four key drivers behind the increasing need for electric rate adjustments.
First, PWP is experiencing significant cost pressures due to rising prices for materials
and equipment essential to maintaining the electric distribution grid, some of which, like
cables and transformers, have seen cost increases of 75 to 100 percent since 2019.
Secondly and concurrently, PWP is investing in critical infrastructure upgrades,
including advanced metering systems, battery storage, and wildfire resilience projects,
which are vital for long-term reliability and modernization. Third, the cost of energy
procurement is rising as PWP is purchasing power supply resources to meset customer
demand as a part of the larger California energy markets. Since committing in 2018 to
purchasing only renewable resources, PWP has seen market-based prices for clean
energy more than double over the past five years. Finally, PWP must ensure that the
utility remains financially sound and resilient to serve customers for current and future
generations. With these rate adjustments, PWP can ensure adequate funding for these
essential initiatives while maintaining strong financial metrics and continuing to deliver
reliable electric service that customers can count on.

Through strategic planning, PWP is identifying cost savings and operational efficiencies,
issuing debt responsibly, and using a range of tools to manage the Fund’s long-term
sustainability.

To increase revenue and reduce costs, PWP has successfully pursued external funding,
including nearly $10 million from the California Energy Commission for a battery energy
storage system. To lower the cost of long-term renewable energy contracts, PWP is
also working on a prepaid energy transaction expected to save approximately $1.4
million annually. This approach will be expanded as additional renewable resources
come online in 2027 and 2028.

PWP continues to modernize its operations by implementing new technologies and
improving supply chain strategies to drive efficiency. In 2024, PWP issued municipal
electric revenue bonds to support capital investments in power delivery infrastructure.
Approximately $34 million in bond proceeds are currently being used for existing capital
projects, and a $50 million bond issuance is projected for fiscal year 2028. These
actions help ensure intergenerational equity by spreading the cost of major system
investments over time, rather than relying solely on cash funding.

Without these adjustments, PWP’s cash balance—currently at $409 million—would
decline by over $134 million by FY 2029, reducing the utility's financial flexibility and
resilience. With the proposed rate plan, PWP has projected a use of $36 million at a
minimum or more as discussed in the analysis portion.
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Equity and Affordability

As part of the foundational work in the Electric Rate Study, PWP prioritized equity and
affordability by ensuring that income-qualified customers would not bear the burden of
fixed charges. One of the first policy decisions made was to structure the rate design so
that 100% of fixed monthly fees, such as the customer charge and grid access charge,
would be fully offset for qualifying low-income households using funds from the Public
Benefits Charge. This ensures that our most vulnerable neighbors continue to receive
essential electric service without undue financial strain. In addition to direct bill relief,
PWP’s energy efficiency programs, such as the Home Improvement Program and the
Low-Income Energy Efficiency Under One Roof initiative, provide long-term affordability
by reducing household energy consumption. These programs offer no-cost upgrades
like LED lighting, smart thermostats, weatherization, and low-flow fixtures, which lower
monthly bills and provide ongoing financial payback to customers. By embedding both
immediate and sustained affordability measures into the rate structure and customer
programs, the study reflects PWP’s commitment to inclusive utility planning and
reinforces the City’s broader goals of equity, sustainability, and community resilience.

Public Engagement

Public engagement has been a cornerstone of the Electric Rate Study. In January 2025,
PWP presented its Customer Engagement Plan to the MSC, outlining a two-phase
strategy. Phase one focused on listening and gathering input from customers through
webinars, open houses, and the launch of a dedicated website. Phase two, which will
begin following Council action on the proposed rates, will focus on education and
outreach. This includes the development of community outreach kits, targeted events,
and digital tools to help customers understand the new rates and how to manage their
energy use effectively.

PWP is actively engaging the community to raise awareness, gather input on customer
priorities, and better understand the diverse needs of its customers. Transparency is a
core value in this process, with a strong emphasis on clear, accessible communication
to build trust and encourage meaningful public participation in rate-setting decisions.

Public engagement began in spring 2025 and has included a variety of outreach efforts,
such as the Shaping Our Energy Future webinar, PWP’s Open House, targeted events
with residential and commercial customers, and the launch of https://engagepwp.org/, a
dedicated platform for community input.

Through these engagement efforts, customers have expressed interest in more
incentives and rate options for electric vehicle charging, solar with battery storage, and
sustainable home upgrades. PWP’s current solar program offers strong incentives, such
as full retail-rate credits for exported energy. To further encourage clean energy
adoption, PWP is recommending updates to time-of-use (“TOU”) rates and net energy
metering to better align with customer needs and support broader adoption of clean
energy technologies.

PWHP also has an active and engaged commercial and institutional customer base that
is the backbone of the thriving local economy. As such, PWP met with commercial
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customers as well by presenting information and having a dialogue at the large-user
breakfast as well as having open times available to have discussions with commercial
customers. As stated from one of the key accounts, Karl Zerrenner, Vice President of
Volkswagon Pasadena said, “We appreciate PWP's engagement with their residential
and commercial customers regarding future rate studies while working towards a 100% 4
carbon-free energy future. Being invited to discuss these matters with the PWP finance @
team is a perfect example of the joint collaboration needed to help ease any concerns
regarding future rates increases”.

To further support transparency, PWP is preparing to launch an electric bill estimator,
an online tool that will help customers estimate how proposed rate changes may affect
their monthly bills based on actual or estimated usage. This tool is designed to
empower customers with personalized insights and support informed participation.

PWP remains committed to delivering affordable, reliable, and sustainable service.
Recognizing that affordability means different things to different households and
businesses, PWP is using community feedback to shape future programs and ensure
that rates remain equitable, competitive, and responsive to Pasadena’s evolving energy
landscape.

ANALYSIS

The analysis outlines the financial framework and cost-of-service considerations that
guide PWP rate design and long-term financial planning. Central to this review is the
development of the Test Year Revenue Requirement, which establishes the level of
revenue necessary to recover all utility costs and maintain financial stability. The
analysis evaluates revenue requirement methodologies, presents a four-year financial
forecast, and examines how costs are allocated across customer classes to ensure
fairness and transparency. By aligning rates with the actual cost of providing service,
the study supports both operational needs and strategic objectives, while addressing
challenges such as rising capital demands, evolving customer usage patterns, and the
need to preserve adequate reserves. A draft report detailing full details of the revenue
requirements and financial modeling can be found in Attachment A.

Revenue Requirements

There are two primary revenue requirement methodologies employed in the utility
industry: the cash basis and the utility basis. The primary differences between the cash
basis and the utility basis involve the treatment of depreciation, return on invested
capital, and debt service. The cash basis, which is the most common method used by
municipalities, includes debt service but excludes depreciation and return on invested
capital in the revenue requirement determination. The cash basis focuses on meeting
the cash demands of the utility. The utility basis, commonly used by private or for-profit
utilities, includes depreciation and return on invested capital, but excludes debt service
from the revenue requirement determination.
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In this cost-of-service analysis, NewGen utilized the cash basis as it follows the
traditional cash-oriented budgeting practices frequently used by government entities.
Furthermore, the cash basis is generally easier to communicate to customers, as i
alighs revenue with expenditures.

NewGen developed the Test Year Revenue Requirement for the two-year Study Period,
including all costs required to operate the Utility and ensure its financial stability. The
Test Year Revenue Requirement of $259.6 million is the two-year average of the annual
revenue requirements, with the application of reserves of $36.3 million.

Financial Forecast

The financial forecast includes projections of revenues, expenses, capital spending,
debt service, and changes in reserves over the four-year Study Period (FY 2026-FY
2029). PWP received guidance from City Council, on July 14, 2025, to establish the
Study Period and set rates for a two-year period. To develop the financial forecast,
NewGen utilized the Power fund's FY 2026 budgeted expenses, load forecast
documents, records of operations, customer billing data, and other detailed information
and data compiled and provided by PWP. The forecast used the FY 2026 budgeted
expenses as the base year in the financial forecast. Any projected non-recurring
expenses or revenues were identified and incorporated in the financial forecast, as
appropriate.

To forecast expenses through FY 2029, NewGen used multiple escalation and forecast
factors. The forecast applied specific inflation and customer growth rates to the
baseline FY 2026 budget year data and reviewed each account or group of accounts to
select an applicable escalation or inflation rate for the expenses. For Power Supply-
related costs, NewGen relied on a detailed forecast and resource plan from PWP that
integrated long-term purchased power agreements, fuel price forecasts, renewable
energy credit forecasts, and other proprietary energy market forecasts.

The financial model also provides the capability of evaluating scenarios for future
financial performance by changing rates, issuing debt, and calculating key performance
indicators (“KPIs”). These KPIs are based on the financial policies, bond covenants,
and other financial performance targets set by the utility and/or City Council. Typically,
as a utility best practice, PWP evaluates overall forecasted expenses, revenues, and
the resulting KPIs such as the Debt Service Coverage Ratio (‘DSCR") and level of cash
reserves. PWP evaluates varying levels of debt issuance and changes in rates over
time to fund the required capital investments, while ensuring it maintains the targeted
financial KPIs. These rate and debt recommendations are primarily driven by PWPs
increasing capital needs and to ensure established DSCR and cash reserve levels are
maintained.

The financial forecast includes projections of revenues, expenses, capital spending,
debt service, and changes in reserves. A comprehensive financial report is included as

Attachment A, Draft Financial Report and Revenue Requirements. Key highlights
include:
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Operations & Maintenance (“O&M”): $209.5 million average over FY 2026-2027
Debt Service: $16.8 million average

Capital Funded from Rates: $89.9 million average

City Transfer: $29.2 million annually (12% of gross electric)

Other Income/Offsets: $57.3 million in net non-operating revenues

Use of Reserves: $36.3 million annually to reduce rate burden

Even with these investments, PWP maintains a DSCR of 6.4, far exceeding the industry
benchmark of 1.5, ensuring continued financial strength.

Figure 2 represents revenue requirements. The forecasted revenue requirements in FY
2028 and 2029 may change based on progress, timing, fuel costs, power market prices,
and execution of the Optimized Strategic Plan.

Figure 2: Financial Forecast Revenue Requirements
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Cost of service — Aligning Cost and Pricing for Customer Types

A core objective of the Electric Rate Study is to ensure that electric rates are aligned
with the actual cost of providing service. This means structuring rates so that each
component—such as distribution, transmission, and power supply—is reflected in the
appropriate charge. For example, the costs associated with maintaining and operating
the distribution system are recovered through the distribution charge, while the costs of
procuring and generating electricity are recovered through the energy services charge.
In addition to aligning rates with functional costs, the study also ensures that costs are
allocated to the customer classes that generate them. This principle of cost causation
means that residential customers, who drive a significant portion of system demand and
infrastructure needs, are responsible for covering the costs associated with their usage,
rather than having those costs subsidized by other customer classes. This approach
promotes fairness, transparency, and long-term financial sustainability for the utility.

Among all customer groups, residential customers have seen the most significant
reallocation of costs based on changes in their cost-to-serve. The residential sector has
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contributed to increased power peaks, particularly due to electrification trends and
changing usage patterns. The study shows that the residential customer class is under-
recovering by 39% as a customer base. Figure 3 below outlines the cost-of-service
adjustments by customer class required to align the actual cost of providing service.

Figure 3: Cost-of-Service vs. Test Year Effective Rate
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The cash reserve balances, resulting from the proposed systemwide rate adjustments,
are consistent with industry standards and provide PWP flexibility and financial stability
to support future operating and capital requirements. In addition, the reserves offer the
ability to manage uncertainties related to construction timelines, project schedules, and
financing costs, including interest rate fluctuations. Beyond these functions, the cash
reserves serve multiple purposes, such as providing working capital, stabilizing rates to
reduce volatility, and funding capital improvements. As depicted in the Figure 4 below,
the rate plans maintain the power fund balance at the total minimum working capital

reserves. The revenue plan also includes the issuance of $50 million dollars in debt
financing.
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Figure 4: Working Capital
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Customer Classifications

Current customer classifications are single family residential, multifamily residential,
small commercial, medium commercial, and large commercial. Each of these
classifications have distinctive use patterns that enabled differentiation during the cost-
of-service study. Since the last comprehensive rate study system usage has changed
enough to warrant the introduction of several new customer classifications.

To continue to modernize, PWP proposes to introduce updated customer classifications
that reflect the city’s evolving energy priorities. These changes are grounded in a
comprehensive cost-of-service analysis and support Pasadena’s commitment to equity,
sustainability, and grid reliability. The Electric Vehicle classification is designed to
accommodate growing EV adoption while promoting efficient charging behavior. The
Extra-Large Customer classification ensures that high-usage customers are billed more
accurately based on their demand on the system. Additionally, the Standard Offer —
Local Clean Energy also known as Feed-in Tariff classification supports local renewable
energy generation by compensating customers who export power back to the grid.
Collectively, these updates position Pasadena to meet its long-term clean energy goals
while maintaining fair and transparent electric rates.

Electric Vehicle: PWP proposes adding new rate schedules for electric vehicle charging
to support transportation electrification and give customers pricing that matches how
EVs use energy. These schedules apply to stand-alone EV meters and are based on
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charging demand levels, with separate options for variable capacity charging sites.
Customers pay a standard set of charges that include customer, grid access, and time-
of-use electric vehicle charging services. This structure encourages charging during
lower-cost periods, supports reliable grid management, and helps customers plan
charging costs with more certainty.

Extra-Large Commercial: A new extra-large commercial service category creates a
distinct structure for customers with very high electricity demand. These customers now
have rate schedules built around time-of-use pricing, defined billing demand, and
standardized transmission and distribution treatment. The section sets a minimum
demand threshold. This helps PWP match costs with usage more accurately and
supports system planning for large facilities through increased options for potential
collaboration to expedite common goals, through long-term contracting mechanisms
and more integrated procurement planning.

Standard Offer — Local Clean Energy (Feed-in Tariff): The revised Feed-in Tariff section
provides a clear framework for customers or developers who buiid local renewable
generation and sell all of their output to PWP. The section defines eligibility, confract
capacity, and program terms, and places all payment rates in the Electric Utility Rate
Resolution for easier updates. It ensures generators meet interconnection and
performance requirements and confirms that renewable atiributes are transferred to the
City. This approach promotes new local solar and other clean resources, while
protecting reliability and providing consistent rules for long-term agreements.

Rate Design

Rate design is the final step of the electric rate study at which point PWP can establish
recommendations and provide analysis on the impact to customers. After costs are
aligned with customer classes, PWP deveiops the rate structure.

PWP’s rate structure is made up of distinct charges, each tied to a specific cost
function. These include:

« “Customer charge” is a fixed monthly charge regardless of energy use. It is
generally associated with services such as billing, customer service, meter
reading, and connection 1o the grid.

» “Distribution charge” is a usage-based charge generally associated with the cost
of delivering electricity from the substations, including operation and
maintenance costs, capital investment and debt service.

+ “Energy services charge” (including power cost adjustment) is a usage-based
charge generally associated with the solely variable cost of generating the actual
amount of electricity consumed, measured in kilowatt-hours.

» “Grid access charge” is a fixed monthly charge generally associated with the
fixed costs of connecting to and maintaining the electric grid, regardless of their
energy consumption.
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« “Public benefit charge” is a state-mandated nonbypassable, usage-based public
benefit charge to fund assistance programs, energy efficiency and renewable
eneray projects.

* “Transmission services charge” is a usage-based charge generally associated
with the cost of delivering electricity from the generating plants to our sub-
stations.

After evaluation and analysis of the current rate structure, staff determined the
unbundled methodology for calculation of customer bills provided a clear nexus with the
cost-to-serve and enabled customers to receive price signals that align with controllable
components of their bill. While analysis found that these charges can be more clearly
defined, the fundamental structure is appropriate and aligns with best pracfice.

Each rate component was looked at with a critical eye and the energy services charge
was one component that PWP recommends bringing into alignment with current best
practice. For energy, TOU rates have been standard within electric utilities o encourage
load shifting, support reliability, and align pricing with actual system costs throughout
the day. The new proposed rate design introduces TOU rates as the default for all
customers once advanced metering infrastructure is deployed. While PWP is unable to
immediately implement TOU rates, the advanced metering infrastructure project is
underway, and staff recommends building the capability into the rates as soon as
practical. Customers will retain the ability to opt out, ensuring flexibility while
encouraging participation in a rate structure that supports long-term sustainability and
operational efficiency.

TOU pricing also introduces on peak, off peak, and a new critical peak, to reflect the
increasing impact of increasing load peaks. While pricing is not yet suggested for critical
peak, PWP included this to allow for options if current trends continue.

The updated residential rate structure introduces an inclining block design for
distribution charges correcting a prior inversion where mid-tier usage was priced higher
than high-tier usage. By assigning the lowest rate to usage between 0—-350 k\Wh, a
moderate rate for 351-750 kWh, and the highest rate for usage above 750 kWh, the
rates align with actual costs of service while promoting conservation and improving
fairness.

. RECOMMENDATIONS

PWP recommendations will adjust electric rates to ensure the utility recovers the full
cost of providing safe, reliable, and sustainable electric service. Rate design began with
establishing the revenue requirement. This is the total amount of revenue needed to
fund annual operations, maintain and upgrade the electric grid, invest in capital
improvements, meet regulatory mandates, and uphold financial performance targets.
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For the current Electric Rate Study, the revenue requirement is based on the FY 2026—
2027 test period and totals $259.6 million on a cash-basis methodology, after applying
$36.3 mitlion in reserves to reduce upward pressure on rates.

PWP then organized all utility costs into functional categories such as power supply,
distribution, transmission, customer service, metering, and grid access. These functions
represent the components of the electric system. They also form the basis for assigning
costs to customer classes through a cost-of-service analysis. The recommendations
ensures that each customer class, Residential, Small Commercial, Medium
Commercial, Large Commercial, Extra-Large Commercial, Electric Vehicle Charging, -;
and other specialized schedules pays its proportionate share based on how it uses the
system. The current study confirms that the Residential class is significantly under-
recovering its cost to serve, by roughly 39 percent, and the recommendation is to
provide several strategies to gradually get to realignment.

Once the structure is set, PWP calculated recommended prices. Prices are developed
by dividing the cost assigned to each rate component by forecasted billing
determinants, such as the number of customers, kilowatt-hours sold, or kilowatts of
billing demand.

Finally, PWP evaluated how the recommended rates achieve the revenue requirement
and align with policy goals. This includes maintaining financial stability, supporting the
transition to a carbon-free power supply by 2030, modernizing infrastructure, reducing
long-term volatility, and providing equitable treatment across customer classes. It also
includes assessing customer impacts.

Rate Design Alternatives

Given the policy direction to use all strategies available to gradually adjust rates, PWP
created three alternatives for consideration and is requesting further guidance on which
alternative is Council’'s preference.

All rate design alternatives presented provide rates that are fair, transparent, compliant
with Proposition 26, and able to support the utility’s operational and clean energy
commitments.

Aliernative 1: Immediate Full Cost Recovery — Not Recommended

Alternative 1 establishes a rate plan that would, at the time of proposed adoption,
achieve full-cost recovery by customer class with one adjustment. Given the drastic
increase required and the implications for customer’s and affordability, staff does not
recommend this alternative.

Alternative 2: Gradual Full Cost Recovery with options for three adjustments over two
Fiscal Years.

Alternative 2 provides a strategy for three rate adjustments over two Fiscal Years, the
changes recommended to take effect March 2026 (FY26), October 2026 (FY27) and the
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final adjustment March 2027 (FY27). This alternative is steady and is most aligned with
Municipal Services Committee guidance. The revenue collection impact would be $40
million in FY26 and $5 million in FY27.

Each strategy has an impact on the timing for revenue collection. As shown in Figure 5
below.

Figure 5: Cashflow Impact
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Customer Bill Impacts

Individual customer bill impacts will vary depending on the customer class and the
amount of electricity consumed. Because of the variability of rates, PWP will develop an
estimator for customers to understand the impact once one rate plan is decided on.
Below are some impacts using averages for consumption. For comparison purposes,
above average usage is also presented for residential customers to give a bit more
context on the variability in bill impact due to usage patterns. As shown in Figures 6 and
7, the proportional usage electricity by customer classification is significantly different.



Set a Public Hearing for the Recommended Electric Rate Adjustments
December 15, 2025
Page 17 of 30

67,771 Customers 1.017.234.294 kWh
Medium Commercial, Large Commercial,
847,1% o —~ 128, 0%

Figure 6: Customer Count FY24 Figure 7: Customer Usage FY24

Residential Customer Bill Impacts

Single and multi-family residential customers represent nearly 88% of PWP’s customer
accounts, whereas they represent 22% of the total consumption for the utility. PWP
ensures that the lights are on, and essential electrical services are provided reliably
year-round. For comparison purposes, the bill impacts shown in Table 1 and Figure 8
below represent an approximation of the average customer, using 500 kWWh monthly.

To demonstrate the different impact of the distribution charge structural change, the
Tables 1 and 2 and Figures 8 and 9 below also show a residential customer with higher-
than-average consumption at 1,000 kWh per month. The tables and figures below,
show the impact based on the two alternative strategies to implement rate adjustments.
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Table 1: Sample Electric Bills - Monthly (Residential @ 500 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $115.01 $150.24 $144.10 $144 .10 $144.10
Alternative 2 ' $113.17 $123.17 $135.11 $135.11

*Amounts represent monthly total bill for a winter month. Energy Services Charge

includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Figure 8: Residential - Average Use (500 kWh)
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Table 2: Sample Electric Bills - Monthly (Residential @ 1,000 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 March 2028
Alternative 1 $251 39 $347.67 $355.94 $355.94 $355.94
Alternative 2 ' $273.52 $303.25 $337.95 $337.95

*Amounts represent monthly total bill for a winter month. Energy Services Charge

includes projected Power Cost Adjustment based on forecast and is subject to change
based on future market conditions.

Figure 9: Residential - Above Average Use (1,000 kWh)
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Small Commercial Rate Impacts:

Small commercial customers represent approximately 11% of PWP’s customers and
approximately 19% of the total retail power sales (in kWh) per year. Small commercial
customers are the backbone of the community that includes establishments such as
small retail and professional offices, cafes and small restaurants, and small dental or
medical offices. An approximation of typical usage is estimated to be around 1,500 k\Wh

per hour. The table 3 below, shows the impact based on the two alternative strategies
to implement rate adjustments.
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Table 3: Sample Electric Bills - Monthly (Small Commercial @ 1,500 kWh)
Approximate Bills

Current
Bill March 2026 October 2026 March 2027 WMarch 2028
Alternative 1 $341 56 $419.88 $390.80 $390.80 $390.80

Alternative 2 $364.73 $385.44 $404.42 $404.42

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Medium Commercial Rate Impacts:

Medium commercial customers represent approximately 1% of PWP's customers and
approximately 23% of the total retail power sales {in kWh) per year. Medium
commercial customers include mid-size office buildings (20,000 — 30,000 sq ft), retail
stores, groceries, urgent care facilities, veterinary hospitals, restaurants, fithess centers
and warehouses. An approximation of typical usage is estimated to be around 15,000
kWh per hour, about ten times that of a small commercial customer. The table 4 below,
shows the impact based on the two alternative strategies to implement rate
adjustments.

Table 4: Sample Electric Bills - Monthly (Medium Commercial Secondary @ 15,000

Approximate Bills

Current March
Bill March 2026 October 2026 March 2027 2028
Alternative 1 $6.483.80 $7,384.29 $7,680.69 $7,680.69 $7,680.69

Alternative 2 $6,913.70 $7,353.40 $7,801.23 $7,801.23

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Large Commercial Rate Impacts:

Large commercial customers represent less than 1% or 130 of PWP’s customers and
comprise of approximately 25% of the total retail power sales (in kWh) per year. lLarge
commercial customers include hospital, school campuses, supermarkets and
departments stores. An approximation of typical usage is estimated to be around
175,000 kWh per hour, about ten times that of a small commercial customer. The table
5 below, shows the impact based on the two alternative strategies to implement rate
adjustments.
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Table 5: Sample Electric Bills - Monthly (Large Commercial Secondary @ 175,000
kWh)

Approximate Bills

Current March

Bill March 2026  October 2026 March 2027 2028
Alternative 1 $37.227.41 $41,954 67 $38,695.51 $38,695.51 $38,695.51
Alternative 2 T $38,791.99 $41,588.03 $39,087.64 $39,987.64

*Amounts represent monthly total bill for a winter month. Energy Services Charge includes
projected Power Cost Adjustment based on forecast and is subject to change based on
future market conditions.

Customer bill impacts will vary based on customer class and electricity usage. To help
customers understand their specific impacts, PWP will provide an estimator once a final
rate plan is selected. For residential customers bill impacts are shown for both average
(500 kWh/month) and above-average (1,000 kWh/month) usage. Small commercial
customers also see varying impacts depending on the rate adjustment strategy. Medium
and large commercial customers, though fewer in number, account for a significant
share of total energy use and will experience larger absolute bill changes. Across all
customer classes, two alternative rate adjustment strategies are modeled, with impacts
shown through 2028. PWP’s proposed rates remain competitive with neighboring
utilities, though comparisons are influenced by many factors such as differences in
infrastructure needs and operating costs.



Set a Public Hearing for the Recommended Electric Rate Adjustments
December 15, 2025
Page 22 of 30

Comprehensive Light and Power Rate Ordinance Recommendations for
Restatement and Modernization

The City recently updated several provisions of the Light and Power Rate Ordinance.
These updates aimed to eliminate outdated or obsolete language and align with current
industry best practices. Key changes included the removal of the Direct Access Service
section and revisions to long-term contract provisions. In February 2025, the City
Council approved amendments to the Pasadena Municipal Code to eliminate the
outdated Stranded Investment Reserve and establish a Working Capital Reserve Policy.
This policy includes targets for liquidity, energy market exposure, transmission, and
contingency risks. These changes align with Government Finance Officers Association
best practices and support long-term financial resilience. The reserve policy ensures
that PWP maintains sufficient working capital to manage volatility in energy markets,
unexpected capital needs, and other operational risks without abrupt rate changes.

Staff further reviewed the overall structure of the ordinance and recommends revisions
that are aligned with current industry leading practices and provide a streamlined
approach for future policy revisions and include the following guiding principles:

« Streamlined governance: Propose to move all rate figures to the Electric Ulility
Rate Resolution allows faster Council-approved adjustments.

« Future-readiness: The ordinance anticipates AMI deployment, time-of-use
pricing, distributed generation (NEM/FIT), and renewable integration.

» Technical alignment: Definitions and schedules now match CPUC terminology,
NERC standards, and CAISO market conventions.

Staff recommends a restatement because the current rates ordinance has become too
unwieldy to manage through piecemeal amendments. Over time, layers of changes,
cross-references, and outdated language have made it hard for staff, customers, and
decision makers to read and understand. A restatement lets us reorganize the entire
structure, integrate all prior amendments, remove inconsistencies, and modernize the
policy in a clear and coherent format. This approach improves transparency, supports
compliance, and gives the public a complete, readable ordinance instead of another
round of patchwork edits.

Changes in the restated ordinance include:

1. Structural and Formatting Updates

» The revised document (redline) retains the same section numbering but adds
clearer formatting, headings, and spacing.

« Cross-references to the Electric Utility Rate Resolution replace older inline rate
tables or numeric rate references.

« The term “Electric Utility Rate Resolution” now governs all fees, penalties, and
charges across sections, providing flexibility for rate updates without ordinance
amendments.

» Several obsolete phrases and voltage configurations were modernized, and
redundant phrases (e.g., “as herein used”) were removed for clarity.
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2. Expanded and Updated Definitions (13.04.020)

New definitions added:
o Apparent Power, Distribution Charge, Energy Services Charge, Grid
Access Charge, Interval Read Capable Meter, Portfolio Content Category
One (PCC1), Renewable Energy Credit (REC), Reservation Charge,
Time-of-Use (TOU), and Electric Utility Rate Resolution.
o These definitions modernize terminology consistent with California Public
Utilities Code and CPUC standards.
Terminology alignment: The definition of Department, Customer Charge, and
Transmission Services Charge was standardized for consistent use in schedules
Environmental language: Added Greenhouse Gas (GHG) definition, reflecting
PWP’s decarbonization and carbon-free 2030 goals.
Measurement precision: Units like kW, kWh, MW, and MWh are now clearly
defined, emphasizing technical accuracy and alignment with industry practice.

3. Modemization of Rate Design (13.04.031)

Introduced three-tiered TOU pricing: “on-peak,” “off-peak,” and “critical-peak.”
Defined Seasonal Periods before and after Interval Read Capable Meter
implementation, signaling a transition to AMI-based dynamic pricing.

Clarified that all rate elements (fees, charges, refunds) are governed by the
Electric Ulility Rate Resolution — a major administrative simplification

4. Residential Schedules (R-1 and R-2)

Structure and applicability updated: Now includes clearer descriptions of voltage
types and service conditions.

Customer rates explicitly list six core charge components; customer, distribution,
grid access, energy services, transmission, and public benefit charges.

Rate options: Adds clear choice between seasonal flat and TOU rates: specifies
that Interval Read Capable Meters will automatically enroll customers into TOU
rates once deployed

Lockout period of 12 months between rate option changes maintained but
clarified.

5. Commercial and Institutional Schedules (S-1 through L-3)

Standardization of applicability thresholds:
o 8-1(<30 kW), M-2 (30-300 kW, secondary), M-1 (30-300 kW, primary), L-
2 (>300 kW, secondary), L-1 (>300 kW, primary), and L-3 (=10 MW).
Power Factor Penalty and Discount sections consolidated and made consistent
across schedules.
o Existing load correction thresholds (75%) and new load thresholds (85%)
are standardized.
o Discounts for >85% power factor capped at 5%.
Billing demand now includes detailed measurement interval (15 minutes,
adjustable for intermittent load).

Minimum monthly charge language harmonized across classes to include
customer, distribution, and grid access charges
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7. Load Management & Pilot Program Modernization (13.04.071)
» Expanded to authorize special experimental rates for:
o Demand response,
o Electric vehicle integration,
o Load shifting incentives.
« Defines program caps: 3% of total system MWh and 10% per customer group

aligning with PWP’s resource adequacy and innovation goals.

Section Topic Previous Updated Version /8
Version (Redline)

13.04.020 Definitions Limited Expanded to include [ Major
technical TOU, PCC1, RECs, Expansion
terms Net Energy terms,

etc.
13.04.031 Pricing & Two TOU Adds “critical-peak”; B Enhanced
TOU periods TOU default after
(on/off- smart meter rollout
peak)
13.04.040/ Residential Seasonal Adds TOU option; B8
045 Rates (R- flat rate auto-enroll post- Modernized
1/R-2) mainly meter upgrade
13.04.046 EUAP Embedded Created distinct B Clarified
(Assistance) in R-1 and section.
R-2
13.04.050—- Commercial Basic rate Unified charges, =
060 Rates (S-1, structure TOU options, power Standardized
M-1, M-2) factor
penalties/discounts
13.04.067—- Large No TOU or Adds TOU, PF B Updated
069 Commercial PF penalties/discounts,
(L-1, L-2) incentives demand thresholds
13.04.070 Extra-Large Not New schedule for B New
Commercial previously TOMW+ customers Customer
(L-3) defined Class
13.04.071 Load Limited Formalized optional B} Refined
Management  pilot rate for
language experimentation
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Section

13.04.074

13.04.080

13.04.085—
087

13.04.090

13.04.100

13.04.110

13.04.150

13.04.170

13.04.173

13.04.176

Topic

EV Charging
(EV-1 to EV-
3)

Standby
Service

Unmetered
Rates (CE-1,
CE-2)

Street
Lighting

Service
Regulations

Meter
Installation

Rate
Schedule
Changes

Transmission
Services
Charge

Power Cost
Adjustment
(PCA)

Feed-in Tariff
(FIT)

Previous
Version

Not
included

Basic
contract
language

Minimal
detalil

Flat rate
tables

General
manager
authority

Basic
specs

12-month
lock-in

Basic
formula

Basic

adjustment

Not
included

Updated Version
(Redline)

New schedules by
demand tier
(<30kW, 30-300kW,
>300kW)

Adds reservation
charge, grid access,
and safety
provisions

Adds billing
formulas, audit
rights, and load
change rules

Adjust in Electric
Utility Rate
Resolution

Adds 30-day notice
to Council, website
posting

Interval Read
Meters become
standard; opt-out
fees added

Adds TOU auto-
enroll trigger with
smart meters

Minor changes to
detailed formula

Clarify monthly
recalculation,
detailed forecast-
based formula

Standard Contract
for Local Clean

/'8

@& Added

B} Refined

S
Strengthened

Modernized

Transparency

& Upgraded

B Clarified

B Refined

B Refined

B New
Program
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Section Topic Previous Updated Version 2/'8
Version (Redline)

Energy Generation
for developers (not

customers)
13.04.177 Net Energy CPUC Adds post-2026 B} Transition
Metering §2827- structure, surplus Plan
(NEM) based premium tie to

pricing, re-establish
eligibility rules

13.04.178 Self- Basic Adds TOU-based B Expanded
Generation crediting billing, demand
(SG) thresholds, credit
carryover
13.04.179 Green Power  Flat Adds post-2026 B Updated
(GP) premium premium flexibility,
PCC1 REC
valuation
13.04.230 Public Fixed Consistent language [ Refined
Benefit minimum
Charge

Key Ordinance Enhancements Supporting Local Renewable Generation

The proposed updates to Chapter 13.04 of the Pasadena Municipal Code significantly
enhance the City's support for local renewable energy generation. A key addition is the
establishment of a Feed-in Tariff (FIT) program or a Standard Offer for Clean Energy,
which enables eligible renewable energy generators (up to 3 MW) to enter into
standardized long-term contracts with PWP to sell 100% of their output. The FIT rates
are updated quarterly and reflect avoided energy costs, renewable energy credit (REC)
values, greenhouse gas compliance savings, and avoided transmission losses, making
local generation more financially viable.

The ordinance also modernizes the City’s Net Energy Metering (NEM) program. While
continuing to support customer-generators under the existing framework, the ordinance
introduces a new post-2026 structure that provides monthly or bi-monthly credits for
surplus energy, including a premium for renewable attributes. This ensures long-term
program sustainability while aligning with evolving state regulations. The proposed
program does not impact existing customers who have already invested in solar under
annual net metering. It also does not modify existing monthly/bi-monthly net metering
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customers aside from removing one obsolete premium that was relevant prior to PWP's
modermized customer information system and provides clarification that incentive
amount for monthly/bi-monthly customers is for the energy portion of bills.

For larger customers, the updated Self-Generation (SG) schedule supports systems of
1 MW or more, offering credits for net energy delivered to PWP and incorporating TOU
billing. Additionaily, the Green Power Service schedule allows all customers to
voluntarily support renewable energy procurement by opting into 100% green power or
purchasing in 100 kWh blocks, with premiums reinvested into renewable energy

resources,

These changes are supported by a recaiibrated Public Benefit Charge, which continues
to fund renewable energy incentives, energy efficiency programs, and low-income
assistance. Collectively, these updates position Pasadena to meet its clean energy
goals by expanding access to renewable generation, modernizing rate structures, and
incentivizing sustainable energy practices across all customer classes.

Program /
Section

Feed-in Tariff
or Standard
offer — Clean
Energy
Contract
{13.04.176)

Net Energy
Metering
(13.04.177)

Self—Generﬁtion
{13.04.178)

Green Power
Service
(13.04.179}

Previous
Policy

Not previously
offered

Based on
CPUC §2827;
capped
participation

Updated Policy

New FIT program for =3
MW generators with
standardized contracts
and quarterly rate
updates

Adds post-2026
structure with
monthly/bi-monthly
billing, surplus crediting,
and renewable premium.
No impact to existing
annual net metering

customers.

Basic crediting -
for large
systems

Flat premium
for 100%
green power

TOU billing, net delivery
credits, and grid upgrade
cost recovery

Adds flexible block-
based participation and
post-2026 premium
pricing

Impact

Enables local
renewable
developers to sell
power directly to
PWP

Sustains rooftop
solar adoption
and untethers
policy from State
adoption

Encourages
large-scale on-
site renewable
generation

Expands
voluntary support
for renewable
procurement
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Implementation Timeline

PWP is recommending that a public hearing be set for February 9, 2026, to receive
comments on the recommended adjustments to the electric rates. Following the City
Council’s action to set a date for the public hearing, a notice will be mailed to all electric
system customers that includes the recommended rate adjustments and provides
information regarding the public hearing. Table 6 outlines the approximate timeline and
implementation schedule for the proposed rate actions.

Table 6: Timeline

Date Action ltem

December Mail public hearing notice

December 2025-February 2026 | Customer Outreach and Education

February 9, 2026 Electric Rates Public Hearing

February 23, 2026 First Reading of Updated Electric Rate Ordinance
March 2, 2026 Second Reading of Updated Electric Rate Ordinance
g";';"t?clbfgfg;;:z:‘r°°“ 88 | Effective Date of First Rate Action

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’'s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.
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ENVIRONMENTAL ANALYSIS:

The establishment of a date to conduct a public hearing for the consideration of electric
rate adjustments and the drafting of related resolutions and ordinance amendments are
administrative actions that would not cause either a direct physical change in the
environment or a reasonably foreseeable indirect physical change in the environment,
Therefore, the proposed actions do not constitute a “project” subject to CEQA, as
defined in Section 21065 of CEQA and Section 15378 of the State CEQA Guidelines.
Since the action is not a project subject to CEQA, no environmental document is
required. Furthermore, the recommended electric rate adjustments themselves would
be statutorily exempt from CEQA. Section 15273 of the State CEQA Guidelines
identifies a statutory exemption for "Rates, Tolls, Fares, and Charges" and states (in
part) that:

a. CEQA does not apply to the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or their charges by public agencies which the public
agency finds are for the purpose of:

Meeting operating expenses, including employee wage rates and fringe benefits,
Purchasing or leasing supplies, equipment, or materials,

Meeting financial reserve needs and requirements,

Obtaining funds for capital projects, necessary to maintain service within existing
service areas, or

Obtaining funds necessary to maintain such intra-agency transfers as are
authorized by city charter.

PN~

o
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FISCAL IMPACT:

The estimated cost to mail information about the public hearing and recommended rate
increases to all City of Pasadena electric customers is approximately $30,000. Funds
are available in the Light and Power Fund.

The rate increases are expected to generate incrementally between $17 million and $24
million depending on alternative enacted. The incremental revenues will be used to
offset increased O&M and capital costs of the electric system.

Respectfully submitted,

o

DAVID M. REYES
General Manager
Water and Power Department

Prepared by:

;
f { . h
[T v " W, U - Ot (W IRV o S, O

Lynne Chaimowitz
Assistant General Manager
Water and Power Department

Approved by:

r 'r\/ﬂr"#"’ §/ﬁ~—"”’(‘_’ -
. MIGUEL MARGUEZ
City Manager
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Section 2
REVENUE REQUIREMENTS

Developing the Test Year Revenue Requirement is the first step in the cost of service and rate design
process, as shown in Figure 1-1. The Test Year Revenue Requirement for the City of Pasadena’s Light and
Power Fund was based on the average expenses for Fiscal Year (“FY”) 2026 through FY 2027 with
adjustments for unusual or one-time expenses, the adopted Capital Improvement Plan (“CIP"}, existing
debt amortization schedules, projected debt issuances, and forecasted escalation assumptions and
factors. NewGen developed a four-year financial forecast for the .Sft'ljdy Period. The average revenue
requirement for the first two years was used as the test year rev,e,n:ue: f-é_duirement and represents all costs
that must be recovered through the electric rates. The Test YearRevenug Requirement serves as a basis
for determining the overall level of revenue recovery and=-prowdes a foundation for the cost of service
analysis.

Financial Forecast

The financial forecast includes projections,of revenues, exp] :

7 ses cap|tal spending, debt service, and
changes in reserves over the four-year Study {FY 2026-FY-2029). Pasadena Water and Power
(“PWP” or “the Utility”) received guidance from

> ratemaking bo___d_y_, City Council, on July 14, 2025, to
estabilsh the Study Perlod and set rates for a'tw o-yearp iod. _To develop the financial forecast, NewGen

ed“multiple escalation and forecast factors. The
A . vth rates to the baseline FY 2026 budget year data
and rewe red each account'or group ofaccou nts to select an applicable escalation or inflation rate for the
expenses, ‘For Power Supply refated costs,-NewGen relied on a detailed forecast and resource plan from
PWP that 1ntegrated their long-term purchased power agreements, fuel price forecasts, renewable energy
credit forecasts, and other proprletary energy market forecasts.

The financial model‘* also provudes PWP the capability of evaluating scenarios for future financial
performance by chariging rates, issuing debt, and calculating key performance indicators (“KPIs”). These
KPIs for PWP are based on‘the financial policies, bond covenants, and other financial performance targets
set by the Utility and/or City Council. Typically, as a utility best practice, PWP evaluates overall forecasted
expenses, revenues, and the resulting KPls such as the Debt Service Coverage Ratio (“DSCR”) and level of
cash reserves. PWP evaluates varying levels of debt issuance and changes in rates over time to fund the
required capital investments, while ensuring it maintains the targeted financial KPis. These rate and debt
recommendations are primarily driven by the increasing capital needs of the Utility and the need to ensure
PWP maintains established DSCR and cash reserve levels.

Economics | Strategy | Stakeholders | Sustainability ~PWP_Rate Study Report_CLIENT DRAFT_12.01.25_Section 2
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Section 2

Projected Energy Requirements

The forecasted load demand was a key driver in projections of expenses and revenues in the financial
forecast. PWP developed and supplied the load forecast. The forecasted retail electric consumption
includes an annual average energy growth rate of 1.3% in the Study Period, which reflects sales to PWP’s
retail customers.

Table 2-1
Estimated Energy Requirements During Study Period
FY 2026 FY 2627 FY.2028 FY 2028

PWP Retail Load (MWh) 1,037,516 1,042,651 £1,064,593 1,078,494

Financial Forecust Resulis

The results of PWP’s evaluation of the financial forecast are shown in Table 2-2." As discussed previously,
PWP evaluated the overall financial performance to recommend balanced system-mde rate changes and
debt issuances in the Study Period. Based on the forecast,‘the recommended total raté increase or total
bill change for the Test Year period is 9.5%:in FY 2026 and 9.5% in FY 2027. For the remaining years in the
forecasted Study Period, PWP initially fo “no total rate change or total change in bilis for FY 2028
and 2029, Future rate changes in FY 202 29 are initial estlmates based on guidance and may
change based on progress, timing, fuel cos
Strategic Plan. ’

Year 2 Year 3 Year 4
FY 2ﬂ26 FY 2027 FY 2028 FY 2024
$?03,774,257 $215,204,439  $209,252,937  $229,852,057
$15824,250  $18,000,250  $18,780,848  $18,779,473
$106,015456  $73,701,937  $99.836,557  $93,648,293

coiian Mem

O&M Expenses R
Debt: Serwce 7
Capital Pald from Gurrent Earnmgs :

Capital Pald from Low Carbon Fuel Standard and
Undergrounding Fund 2

Capital Paid frcm Custpmers &
City Transfer
Other Expenses (Income)

$8,052,160  $7,604,000  $8,302,000  $5,692,000
$5574406  $5512,500  $5512,500  $5,512,500
§28,500,000  $20,963471  $33,034,435  $33.402,912
: ($56,097,751) ($62,870,311) ($54,186,209)  (553,082,907)
Revenue Requirement $310,542,778 $287,116,285 $320,423,067 $333,804,327

Debt Issuance Racommendations $0  $50,000,000 $0 30
Tofal Rate Change Recommendations (4! 9.5% 9.5% 0.0% 0.0%
Projected Revenues at Recommended Rates $249,605,5000 $275,286,961 $278,357,598  $314,104,442
Difference ($60,847,188) (§11,829,325) ($42,065.469) ($19,699,885)

(1)  Capital funded hy grants nor grant revenus are included in the financial forecast resulfs.
{2)  Corresponding revenues for Low Carbon Fusl Standard {"LCF 8"} and Underground are included in Other Expenses {Income).
{3)  Corresponding revenues for capital paid from customers are included in Other Expenses {Income).
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Financial Forecast

Table 2-2
Financial Forecast Results
Year 1 Year 2 Year 3 Year 4
ltemn FY 2026 FY 2027 FY 2028 FY 2029

{4) Rate changes represent rate changes implemented on January 1%, 2026, and 2027.

(5] The difference in the revenues and total expenses is managed by cash reserves. The results of the annual change in cash reserves are
summarized later in this section.

The remainder of this section will summarize and describe the key components of the financial forecast
results, in addition to quantifying the Test Year Revenue Reqmrement for FY 2026 and 2027 that will
support the rate change recommendations for those years. As dtscussed previously, the Test Year and
recommended rate plan do not include FY 2028 and 2029, as the ‘operatln_g and capital expenses for those
years will change and are dependent on future decisions related to the implementation of the OSP.

Operations and Maintenance Expenses

The first step in developing the revenue requirement forecast was the creation of the base year operations
and maintenance (“O&M") expenses. PWP’S historical data and FY 2026 budget provide the Light and
Power Fund O&M expenses. In discussions with PWP management, NewGen selected the detailed FY
2026 budget as the base year in the fmanmal forecast for projections of O&M expenses,

Based on the FY 2026 budget from PWP, Ne_' Gen forecasted the O&M costs for the Study Perlod In

ye‘ilopment of the Test Year Revenue Requirement,
t&’required to operate the Utility and ensure financial
stability for the Electric Utllity ver th d period of-time the rates are in effect.

O&EM Forecusi Account De?wl

Table 2-;3‘: 5ummar|zes 1 recasted;O&M expenses for the Study Period. New@Gen used the average
two-year Q&M expenses for FY 2026 and 2027 for the Test Year Revenue Requirement as seen in Table 2-

PWP Rate Study Report CLlENT DRAFT 12 01 25 Sect]on 2 - 2-3
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Table 2-3
Forecasted O&M Detailed Funds
Yeaar 1 Year 2 Year 3 Year 4
Account FY 2025 FY 2027 FY 2028 FY 2029
Personnel
General Manager $539,001 $558,136 $6577,949 $598,467
Public Benefit Charge $1491644  $1,544507  $1,599431 $1,656,210
Finance and Administration $3,049,226  $4,080,424  $4,234,598 $4,384,926
Customer Service and Administration $7,337,358 $7,597,834: . ':I,'_ $7,867,557 $8,146,856
Power Delivery $19,307 534 $19,992,A9,§;1. ;820,702,701 $21,437,647
Power Supply $11,392,208  $11,786:631  $12,215412 $12,649,059
External Affairs $875,675 - .$893,189 $911,052 $929,273
Services & Supplies E : = .
General Manager $566,8'{3f : §578,149 $5890,712 _ $601,508
Public Benefit Charge $9,911,155 - $10,109,378  $10,311,566 $10,517,797
Finance and Administration - $4,240,328  $4,325,135 $4.411,637 "$4,499,870
Customer Service and Administration .~ © :$2,801,969  $2,858,008  $2,915,169 $2,973,472
Power Delivery | :$9,801:632  $14,235765  §14435718  §$14,639,670
Power Supply $119,848,203 : $124,501,244 - $11592856¢  $133,821,597
External Affairs '$793902 . 8809,780 " $825,075 $842,495
§122761  $127,671  $132778 $138,089
$300,358 $312,372 $324,867 $337,862
©$1,299,538 - $1,351,520  $1,405,580 $1,461,804
$986850 © $1026,324  $1,067,377 $1,110,072
Eéwer Delivery $4778438  $4,969576  $5,168,359 $5,375,003
< > Power Supply 1261922 §1312,399  $1,364,895 $1,419,491
E;zgern_a| Affairs T L $162,002 $169,512 $176,292 $183,344
Other 6ia‘fer_ating Expenses :
General Manager $0 $0 $0 $0
Public Benefit Charge - $0 $0 §0 $0
Finance and Adriinistratio $36,415 §37,143 $37,886 $38,644
Customer Service andAdministration $72,835 $74,292 $75,778 $77,293
Power Delivery $1,868,500  $1,905,870  $1,943,987 $1,982,867
Power Supply $27.000 $27 540 528,091 $28,653
External Affairs 30 $0 $0 $0
Total $203,774,257 $215,204,439 $209,252.937  $229,852,057
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Financial Forecast

Tabie 2-4
O&M Revenue Requirement

Year 1 Yaar 2 Two-Year

Account FY 2026 FY 2027 Average
Personnei $44,892,646  $46472,762  $45,682,704
Services & Supplies $147,964,002 $157,417,459  $152,690,730
Internal Service Charge $8,912,859 $9,260,373 $9,091,116
Other Operating Expenses $2,004,750 $2,044,845 $2,024,798

Total $203,774,257 $215’,20:4,439 $209,489,348

A summary of the key elements of the Q&M expenses in addltlon to other expenses, such as debt service
and transfers, are included below,

Power Supply Expenses

Power Supply expenses are the largest portion of the total 0&M expenses and are associated with take
or pay contracts (i.e., Intermountain Power Plant, Magnolia Power Plant, Palo Verde Power Plant, and
Hoover Hydro Power), purchased power. :g;[ee,ments (i.e., numerous renewable energy contracts),
resource adequacy costs, and all other purchases to meet system demand. PWP provided the projected
power supply costs incorporated into the Study Additional power supply expenses include PWP labor
and other supporting O&M accounts for the power plant ‘wholesale operations, and power supply
management and planning. The. tables below & the totai -power supply expenses for the Study
Period and the power supply expenses for the rev

o “Year 2 Year3 Year 4

[ 2025 FY 2027 FY 2028 FY 2029
- Power Supply e

' Personnel $1 1,392;208 $11,796,631 $12,215,412 $12,649,059
_ $5,513,608 46,610,536 $6,651,127 56,626,018
$102,925,765  $105,078,270  $096,885,814 $114,226,684

Other Power: Supply
Expenses e $4,287,961 $3,580,699 $3,005,374 $3,709,607
Other Services & Supplles $7,147 839 $9,259,278 £6,314,345 $9,287,940
Internal Service Charge $1,261,922 $1,312,399 $1,364,895 $1,419,491

Total Power Supply O&M $132,529,333  $137,637,814  $129,536,966 $147,918,799
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Section 2

Table 2-6
Power Supply Revenue Requirement
Year 1 Year 2 Two-Year
ltem FY 2026 FY 2027 Average
Power Supply

Personnel $11,392,208  $11,796,631 $11,594,420
Fuel Cost $6,513,608 $6,610,538 $6,062,072
Purchased Power $102,925,795  $105,078,270- - $104,002,033
Other Power Supply Expenses $4,287,961 $3, 58{}';:699" $3,934,330
Other Services & Supplies $7,147,839 259, $8,203,558
Internal Service Charge $1,261,922 $1 31 2, 399 < §1,287,160
Total Power Supply O&M $132,529,33% - .$137,537,a14" $135,083,574

Transfer to the City General Fund (City Trani?sf:éﬁr)

The annual contribution for any municipal purpose {“City Transfer”) is defined in the Section 1408 stating,

“each fiscal year, the City Council shall transfer from the Light and: Power Fund an amount equal to twelve
percent {12%) of the gross income of the electnc works received durmg the immediately preceding fiscal
year from the sale of electric energy at rates and chargés:’ lithe financial forecast and Test Year Revenue
Requirement, the City Transfer forecast was calculated a ,ordrng to the Crty Charter.

Debt Service

The debt service representeiexisting i Jected debt service. The existing debt service wrth:n the Study
Per;od and the Test Year Reven

major mveslments in power delivery modernrzatlon such as sizing infrastructure for projected load
growth from electrlfrcatlon ac{dressrng aging infrastructure, and strengthening system resilience against
risks like wildfires. _Fundlng these: prorects are investments that will serve future generations of customers
with substantial assetilives. PWPidentified $50 million in total debt issuances within the Study Period
would be sufficient with:the expectation that rate revenues and cash reserves will fund all other
anticipated CIP. Canr

Table 2-7 summarizes the projected debt service for the Electric Utility, and Table 2-8 summarizes the
debt service revenue requirement.
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Financial Forecast

Table 2-7
Electric Debt Service ()
Year 1 Year 2 Year 3 Year 4
ltem FY 2026 FY 2027 FY 2028 FY 2029

Debt Service

Existing Direct $15,624,250  $15,625,250 $15,620,375 $15,618,000

Future 30 $2,375,000 $3,160,473 $3,160,473
Total $15,624,250  $18,000,250  $18,780,848  $18,779,473

(1}  Please ncte that the total amounts shown in the table may net properly add as shown due to rounding.

Table 2- 8
Electric Debt Service Revenue Reqmrement (1) _
Year1- Year2 _  Two-Year
ltem FY2026 - -FY2027 - Average
Debt Service _ e
Exsting Diect " §15624250  $15625250  $15624,750
Future T80 $2,375, '0'0"0 $1,187,500
Total $15 624,250 "$18,000,250 " $16,812,250
M | ay'nct properly add as shown due

As mentioned prewously,
by momtorm‘ : i

arget’ reserve equwaient to one year of debt service payments for

-k ations. “Table 2-9 summarizes the DSCR for PWP at the recommended
rate mcreases for FYs 2026 and;,2027 The operating expenses shown in Table 2-9 do not include capital
paid from rate revenues and cash reserves, which is explained later in this section.
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Table 2-8
Electric Debt Service Coverage Ratio ()

Year 1 Year 2 Two-Year

item FY 2026 FY 2027 Average
Operating Revenues $303,008,999  $336,542,314  $319,775,657
Operating Expenses $203,774,257  $215,204,439  $209,480,348
Net Revenues Available $99,234,742  $121,337,875  $110,286,308

Debt Service e

Existing Direct % $15,624,250 $15,62_§_ 22:5'03E T $15,624,750
Future $0  $2375:000  $1,187,500
Total $15,624,250 $18 000, 250.’_ - $16,812,250
Debt Service Coverage Ratio @) 647 67 6.6

ol properly add as shown due to rounding.
5t income, and other or miscellanecus revenues.
he total Debt Service.

{1) Please note that the total amounts shown in the tab
(2)  Operating revenues include retail rate revenues,
(3) DSCR equals the Net Revenues Avallable divich i

Capital Paid from Current Eurninﬁi_ ‘

The Electric Utility’s capital expenses are identified- wrthm the FY 2026 Budget four-year CIP. To finance
these capital investments and system upgratles over the ‘Study Period, the Utility plans to utilize a
combination of debi, rate ‘revenues, and ¢ash reserves. These projects are most notably the
implementation of the advanced metermg mfrastructure, a software’and hardware investment, and the
PWP battery energy sto system:“These projects are critical modernization projects that have been
delayed and are time-critical within the Study Peridd;.. However, in the absence of rate adjustments, a
significant portion of thea v
capital expen;

attributéi o cash sources m,jcbgjest Yea__

Table 2-10
Eiectrlc Capital Funded with Cash Sources

Year 1 Year 2 Year 3 Year 4
Fy 2028 FY 2027 FY 2028 FY 2029
Cash-Funded Cafﬁital $106,015,456 $73,701,937  $99,636,557 593,648,203
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Revenue Requirement

Table 2-11
Electric Capital Funded with Cash Sources for Revenue
Requirement
Year 1 Year 2 Two-Year
ttem FY 2026 FY 2027 Average
Cash-Funded Capital $106,015456  $73,701,937  $89,858,696

Capital funded through grants and contributions in aid of construction {“CIAC”} from customers are
excluded from the revenue requirement and COS as they do not:contribute to costs that must be
recovered in PWP’s rates. All expenses associated with construction in these two categories are
independently funded and have no impact on revenue requwement As such CIAC is adjusted out of the
revenue requirement as seen in Table 2-12. :

Other Income and Expenses

Other income and expenses represent miscelianeous n'oh’—operatin_g revenues or expenses that are a net
$57.3 million in revenues in the Test Year. This amount reflects non-operating revenues, which include
interest income, grants, charges for in'ter“nal services, and miscellaneous revenues (e.g., late fees,
connection fees, etc.). These net revenues act to reduce the overall revenue requirement and eventual
rates paid by PWP customers. Adjustments have been ‘made to otherincome to arrive at the Test year
Revenue Requirement. Corresponding with the: CIAC remova! from capital expenses, the CIAC associated
revenues are also removed-from-other income.- Addltlonally, adjustments are made to the revenues
associated with the publ' herneafit :charge and LCFS as these expenses and revenues be equal in practice.
PWP targets annual pu ¢ benefit charge and LCFS related expenses to be equal to the revenues
generated. After adjustme these net revenues reduce the overall Test Year Revenue Requirement by
557 million. P

Revenue Requirement

There are t' 10 primary revenu ;requwement methodoclogies employed in the utility industry: the cash
: itility basis. The'primary differences between the cash basis and the utility basis involve
the treatment’of depreciation, return on invested capital, and debt service. The cash basis, which is the
most common method used by munlc:palmes includes debt service but excludes depreciation and return
on invested capital in the revenue requirement determination. The cash basis focuses on meeting the
cash demands of the utlllt : ;he utility basis, commonly used by private or for-profit utllities, includes

depreciation and return oii invested capital, but excludes debt service from the revenue requirement
determination.

In this cost of service analysis, NewGen utilized the cash basis as it follows the traditional cash-oriented
budgeting practices frequently used by government entities. Furthermore, the cash basis is generally
easler to communicate to customers, as it aligns revenue with expenditures,

NewGen developed the Test Year Revenue Requirement for the two-year Study Period, including all costs
required to operate the Utility and ensure its financial stability. The Test Year Revenue Requirement of
$259,540,672 is the two-year average of the annual revenue requirements and is shown in Table 2-12.
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The current rates are insufficient to fully recover the projected operating and capital costs by
approximately $31.6 million.

Table 2-12
Test Year Revenue Requirement(!)
Accournt 2-Year Average  Adjustments Test Year

O&M Expenses @ $209,489,348 $209,488,348
Debt Service $16,812,250 $16,812,250
Capital Paid from Rates $89,858,696 . .. $89,858,696
Capital Paid fram Low Carbon Fuel Standard and

Undergrounding Fund ¢ $7,828; [}80 : $7,828,080
Capital Paid from Customers & $5, 543 453-2 - ($5,543,453) $0
City Transfer §20231,735 $29,231,735
Other Expensesf{Income} & K 5j % (59,934,031) $2,592,850 ($57,341,181)

" (536,338,257) o ($36,338,257)

Application of Reserves o
Revenue Requirement o ;" $_262,491,275 ($2,950,603)‘ $259,540,672

Test Year Projected Revenues (! e : T $227,962,131
Over (Under) Recovery of Costs o ($31,578,541)
(1)  Pleass note that the total amounts shown in the table may not p'roperly add as shown due to rounding.

(2) O&M Expenses exclude non-cash related items such as Depreciation: - -

{3) Debt servics reflects the annual fotal principal and interest payments assoclated w:th current and expected new debt financing.

{4)  Corresponding revenues for Low Carbon Fuel Standard (LCFS) angd Underground are mcluded in Otherlncome.

{5) Corresponding revenues to capital pald_from customers are lncluded in Other Income. - - -

{6)  Other Expensesf(Income) incl -non-operating expenses miscallanecus revenues and nen-operating revenues.

‘enue reqmremént shown here does: not equai the revenue requirements shown in Tabls 2-2 as Table 2-12 applies
the revenue reguirement

siine the current: Power Cost Ad]ustment

{7) Please note the 2-year avera
the use of cash reserves fo 1

{8) Test Year Projected Revenues

n of cash reserves to decrease the Test Year Revenue Requirement in
: meet and exceed its financial policies and minimums and maintains them
after th Test Year period an :u'se of a partion of the reserves.

Reserves

Unrestricted cash reserves serve:multiple purposes, including providing working capital, funding capital
projects, mitigating marke: price volatility risks to customers, and supporting the Utility’s overall cash
flow management. The annual balances and contributions to or use of reserves, assuming PWP does not
adjust base rates, are shown in Table 2-13.

if PWP does not implement rate increases, the estimated annual shortfall of $31.5 million in the revenue
requirement will further draw down the cash reserves beyond the levels already planned and shown in
Table 2-12. The estimated reserve balance as of July 1, 2025, is 5409 million or 741 days of cash on hand.
Without any rate increases, PWP's cash reserve balance is projected to decline by $137 million over the
Study Period, decreasing from $409 miilion to $271 million.
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Reserves

Table 2-13
Electric Cash Reserve Balances — No Rate Increases (')
Year 1 Year 2
FY 2026 FY 2027
Fund Balance - BOY $408,829,565 $327,709,874
Deposits from Earmings 2 $38,522,331 $30,914,198
Withdrawals {Capital & Operating) ($119,642,022) (§86,818,437)
Fund Balance — EQY $327,700,874  $271,805,635
Days Cash on Hand BOY '
4 564
Days Cash on Hand EOY LT
- 595 469

{1)  Pleasenote that the total amounts shown in the tab!ermay not properly add as: shown
due to rounding. SRR

(2)  Deposits from sarnings represent the operaﬂng fevenues less operating expenses Crty
Transfer, and debt service.

If the proposed total rate increases of 9.5% for both FY 2026 and FY 2027 are implemented, the projected
ending balance in FY 2027 increases from:$27.1 million to $336 million, equivalent to 578 days cash on
hand. The cash reserve balances, resultmg frorh e proposed systemwide rate adjustments, are
con5|stent with mdustry standards and pro _;de PWP- "eﬁ!bﬂl‘ty and ﬁnanual stability to support future

and fmancmg costs, including interest rate
erve multiple purposes within the Utility, such as
atility, and funding capital improvements,

&éneral Fund T#aiisfer Reserve, an Energy Services Charge Reserve, a
and a Contingency Reserve.”

a Capital Expendltures Reserve,
Transmrsswn Services Charge Reser
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| ATTACHMENT B: RATE SCHEDULE ALTERNATIVE 1

MUNICIPAL GOD|{MUNICIPAL CODE DESCREPTION i Current Rates Phase 1 Phase 2
13.04.040 Residential single-farnily service {R-1) |

13.04.040 Customer Charger per meter per month ! $8.96000 $11.15000 $13.25000
13.04.040 Grid Access Charge per meter per mantil | $4.50000 $6.50000 $8.50000
13.04.040 Distzibution Charge per kwh on the first 350 kWh per month $0.01889 $0.03505 $0.04836
13.04.040 Disteibution Charge per kwh on the 351 to 750 KWh per month $0.14673 $0.14018 $0.19345
13.04,040 Distribution Charge per KWh on use over 751 kWh per menth $0.10706 $0.25233 $0.34822
13.04,040 Transmission Charge per kWh per month $0.01609 $0.01609 $0.01609
13.04.044 Energy Service Charge Flat Rate Option per kWh in the High Season $0.07073 $0.15057 $0.22072
13,04.040 Energy Service Gharge Fiat Rate Opfion per kWh inthe Low Season . $0.06147 $0.13085 $0.10422
13,04.040 Energy Service Charge Time-of-Use per kWh High Season On-Peak $0.14750 $0.315320 $0.25175
13.04.040 Energy Service Charge Time-of-Use per KWh High Season Off-Peak $0.04750 $0.10112 $0.08107
13.04.040 Energy Service Charge Time-ai-Use per KWH High Season Critical Peak N/A N/A N/A
13.04.640 Energy Service Charge Time-gf-Use per kih Eaw Season On-Peak $0.11150 $0.13150 $0.23736
13.04.040 Energy Service Charge Time-cf-Use per kKWh Low Season Off-Peak $o.05100 $0.05100 $0.10857
13.04.040 Energy Service Charge Time-of-Use per KWH Low Season Crltical Peak N/A NiA N/A
13.04.045 idential multi-family sefvice {R-2)

13.04.045 CGustomer Charger per meter per month $8.86000 $11.15000 $13.25000
12.04.045 Grid Access Charge per meter per month $4.50000 $6.50000 $8.50000
13.04.045 Distribution Charge per kWh on the first 350 KWh per month $0.01889 $0.03505 $0.04836
13.04.045 Distribution Charge per kWh on the 351 to 750 KWh per month $0.14673 $0.14018 $0.19345
13.04.045 Distribution Charge per kWh on use over 751 kWh per manth $0.10706 $0.25233 $0.34822
13.04.045 Transinission Charge per KWh per monih $0.01809 $0.01609 $0.01608
13.04.045 Energy Service Charge Flat Rate Option per KWh in the High Season $0.07073 $0.15057 $0.12072
13.04.045 Energy Service Charge Mlat Rate Option per kWh in the Low Season $0.06147 $0.10482
13.04.045 Energy Service Charge Time-of-Use per kwh High Season On-Peak. $0.14750 $0,25175
13.04.045 Energy Service Charge Time-of-Use per kwh High Season Ofi-Peak $0.04750 $0.68107
13.04.045 Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A
13.04.045 Energy Service Charge Time-of-Use per kWh Low Seasan On-Peak $0.11150 $0.11150 $0,23736
13.04.045 Energy Service Charge Time-of-Use per kWh Low Seasan Off-Peak $0.05100 $0.05100 $0,10857
13.04.045 Energy Service Gharge Time-of-Use per KWH Low Season Critical Peak N/A N/A NIA
£3.04.050 Smatl commerical and institutional serivee {5-1)

13.04.050 Customer Gharger per meter per month $9.42000 $15.00000 $20.65000
13.04.050 Grid Access Charge per meter pet month $17.00000 $17.60000 $17.00000
13.04.050 Distribution Charge per kWh per moiith $0.08423 $0.06862 $0.07300
13.04.050 Trar ission Charge per kWh per monti $0.01609 $0.01609 $0.01509
13.04.050 Energy Service Charge Flat Rate Option per kWh inthe High Seasen $0.08901 $0.13988 $0.13107
13.04.050 Energy Service Charge Flat Rate Option per kiWwh inthe Low Season $0.06030 $0.12223 $0.11453
13.04.050 Energy Service Charge Time-of-Use per kWh High Season On-Peak $0.10483 £0.21208 $0.18872
13.04.050 Energy Service Charge Time-of-Use per k\Wh High Season Oif-Peak $0.05706 $0.11566 $0.10837
13.04.050 Energy Service Charge Time-of-Use per kWH High Season Critical Peak NAA NFA N/A
13.04.050 Energy Service Charge Time-of-Use per kWh Low Season On-Peak $0.06431 $0.13836 $0.12214
13.04.050 Energy Service Charge Time-cf-Use per iivh Low Season Off-Peak $0.05611 $0.11373 $0.10637
'13.04.050 Energy Service Charge Time-¢f-Use per ®WH Low Season Critical Peak N/A N/A N/A
13.04.050 Minimum Monthly Charge {Customer Gharge + Grid Access Charge} $26.42000 $32.00G00 $37.65000
13.04.060 Medium ricat and instituti service - secondary (M-1)

13.04,660 Customer Charger per meter per month $23.40000 N/A N/A
13.04.060 Gid Access Gharge per meter per month $250.00000 N/A NfA
13.04.060 Distrihution Charge per KW of billing demand per month $15.09000 N/A NIA
13.04.060 Transmission Charge per kWh per month $0.01609 N/A N/A
13.04.060 Energy Service Charge Flat Rate Optioh per KWh in the High Season $0.07338 N/A N/A
13.04.060 Energy Service Charge Flat Rate Option per KWh in the Low Season $0.06213 N/A NAA
13.04.060 Energy Service Charge Time-of-Use per KWh High Season On-Peak $0.10218 WA N/A
13.04.060 Energy Service Charge Time-of-Use per kWh High Season Off-Peak $0.08063 WA N/A
13.04.060 Energy Setvice Charge Time-of-Use per kWH High Season Critical Peak WA N/A
13.04.060 Energy Service Charge Time-of-Use per kWh Low Season On-Peak $0.08578 N/A N/A
13.04.06¢ Energy Service Charge Time-of-Usa per kWh Low Season Off-Peak $0.05785 N/A N/A
13.04.080 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak NIA N/A N/A
13.04.080 Minimum Monthly Charge {Distribution Gharge x 30kW + Customer Charge + Grid Access Cha $756.10000 N/A N/A
13.04.060 Medium commerical service - secondary {M-2)

13.04.080 Customer Charger per meler permonth NFA $35.00000 $50.00000
13.04.060 Grid Access Charge per meter per month N/A $250.00000 $250.00000
13.04.080 Distribution charge per KW of billing demand per month 1 ik N/A $18.00000- $20.80000




ATTACHMENT B: RATE SCHEDULE ALTERNATIVE 1

MUNICIPAL COD|MUNICIPAE CODE DESCRIPTION Current Rates Phase 1 Phase 2
13.04.06C Transmission Charge per kWh per month N/A $0.01608 $0.6:1609
'13.04.060 Energy Service Charga Flat Rate Option per kWh in the High Season N/A $0.12465 $0.11318
13.04.060 Energy Service Charge Flat Rate Option per kWh in the Low Season N/A $0.10554 $0.09581
13.04.060 Energy Service Charge Time-of-Use per kwh High Season On-Feak N/A $0.17358 $0.15757
13.04.060 Energy Service Charge Time-of-Use per kWh High Season Cfi-Peak N/A $0.10299 $0.09349
13.04.060 Energy Service Charge Time-of-Use per IKWWH High Season Critical Peak N/A NIA N/A
13.04,060 Energy Service Charge Time-of-Use per KWh Low Season On-Peak NFA $0.11174 $0.10144
13.04.060 Energy Service Charge Time-of-Use per kwh Low Season Off-Peak N/A $0.09827 $0.68921
13.04.060 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A NIA /A
13.04.060 Minimum Monthly Charge [ Distribution Charge X 30kW + Customer Charge + Grid Access Cha NFA $825.00060 $827.00000
13.04.064 Medium ical and institutional service - primary (M-2)

13.04.064 Gustemner Charger per meter permonth $29.75000 N/A N7A
13.04.064 Grid Access Charge per meter per month $250.0000C N/A N/A
13.04.064 Distribution Charge per kW of billing demand per manth $12.43000 N/A N/A
13.04.064 Transmission Charge per iah per month $0,01550 N/A N/A
13.04.064 Energy Service Charge Flat Rate Option pef kWh in the High Seasen $0.07154 N/A NfA
13.04.064 Energy Service Charge Flat Rate Option per KWh ih the Low Season 30.05121 N/A N/A
13.04.064 Enetgy Service Charge Time-gi-Use per kKWh High Season On-Peak ) $0.10128 N/A N/A
13.04.084 Energy Service Charge Time-of-Use per kWh High Season Oif-Peak $0.05070 N/A N/A
13.04.064 Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A N/A
13.04.064 Energy Service Charge Time-oi-Use per kKWh Low Season On-Peak ] $0.08481 N/A N7A
13.04.064 Energy Service Charge Time-cf-Use per KWh Low Seasan Off-Peak $0.05713 N/A N/A
13.04.064 Energy Service Charge Time-cf-Use per KWH Low Season Critical Peak N/A N/A N/A
13.04.064 Minimuim Monthly Charge {Distribution Charge X 30KW + Customer Charge + Grid Access Cha $524.45000 NFA N/A
13.04.064 Medium commercial service - primary {M-1)

13.04.064 Customer Charger per meter per month NIA $44.50000 $63.60000
13.04.064 Grid Access Charge per meter per month N/A $250.00000 $250.00000
13.04.064 Distibution Charge per KW of bitling demand per month N/A $12.00000 $14.00000
13.04.064 Transmission Charge per ¥Wh per month MNfA $0.01590 $0.01590
13.04.064 Energy Service Charge Flat Rate Option per kWh in the High Season N/A $0,12153 $0.11032
13.04.064 Energy Service Charge Flat Rate Cption per kWh in the Low Season N7A $0,10398 $0,08439
13.04.084 Energy Service Charge Time-of-Use per kWh High Seasoh On-Peak NfA $0,17205 $0,15618
13.04.064 Energy Setvice Charge Time-of-Use per kWh High Season Off-Peak N/A $0,10153 $0.08217
13.04.064 Energy Setvice Charge Time-of-Use per kWH High Season Critical Peak N/A N/A N/A
13.04.064 Energy Service Charge Time-of-Use per kwh Low Season On-Peak N/A $0.11009 - $0.09994
13.04.064 Energy Service Charge Time-of-Use per KWh Low Season Of-Peak N/A $0.09705 $0.08810
13.04.064 Energy Service Charge Time-of-Use per kWH Low Season Critical Peak N/A N/A N/A
13.04.064 Minimum Monthly Charge {Distributicn Charge x 30kW + Customer Charge + Grid Access Cha /A $654.50000 $753.60000
13.04.067 Large ial and institutional service—secondary (L1}

13.04.067 Customer Charger per meter per manth $47.91000 N/A N/A
13.04.067 Grid Access Charge per meter per montic $1,500.00000 N/A WA
13.04.067 Distribution Charge per KW of billing demand permonth $18.76000 N/A N/A
13.04.067 Transmission Charge per kWh per month $0.01609 N/A NSA
13.04.067 Energy Service Charge Time-of-Use per kWh High Seasan On-Peak $0.10394 N/A N/A
13.04.067 Energy Service Charge Time-of-Use per kWh High Seascn Off-Peak $0.05843 N/A N/A
13.04.067 Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A ) N/A
13.04.067 Energy Service Charge Time-of-Use per KWh Low Season On-Peak $0.06579 N/A N/A
13.04.067 Energy Service Charge Time-of-Use per kWh Low Season Off-Peak $0.05659 N/A NrA
13.04.067 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A NA N/A
13.04.067 Minimum Monthly Charge (Distribution Charge x 300kw + Customer Charge + Grid Access Ch $7,175.91000 /A N/A
13.04.087 Large ial and instihetional setvi fary {L-2}

13.04.067 Customer Charger per meter par month N/A $75.00000 $100.00008
13.04.067 Grid Access Charge per meter per month N/A $1,500.00000 $2.,500.00000
13.04.067 Distribution Charge per KW of billing demnand per month NIA $20.40000 $22.80000
13.04.067  Transmission Charge per kWh per month N/A $0.01608 $06.01609
13.04.067 Energy Service Charge Time-of-Use per KWh High Season Cn-Peak N/A $0.18879 $0.15868
13.04.087 Energy Service Charge Time-of-Use per kKWh High Season Off-Peak NFA $0.09545 $0.08920
13.04.067 Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A N/A
13.04.067 Energy Service Charge Time-of-Use pet kWh Low Season On-Peak N/A $0.10747 $0.10044
13.04.067 Energy Senvice Charge Time-of-Use per kWh Low Season Off-Peak N/A $0.09244 $0.08639
13.04.067 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A
13.04.067 Minimum Manthly Charge (Distribution Charge x 300kW + Customer Charge + Grid Access Ch N OfE /A $7,605.00000 $8,440.00000




ATTACHMENT B: RATE SCHEDULE ALTERNATIVE 1

MUNICIPAL COD{MUNICIPAL CODE DESCRIPTION Current Rates Phase 1 Phase 2
13.04.069 Large commercial and institutional service—psimary {L-1)

13.04.069 Customer Charger per meter per month N/A $84.40000 $112.50000
13.04.062 Grid Access Charge per meter per menif N/A $1,500,00000 $1,500.000C00
13.04.068 Distributicn Charge per kW of billing demand per month N/A $18.00000 $20.00000
13.04.06% Transtission Charge per ¥Wh per month NiA 50.01590 $0.01590
13.04.06% Energy Service Charge Time-of-Use per kWh High Season On-Peak NA $0.16094 $0.15040
13.04.062 Energy Service Charge Timie-of-Use per ki High Season OfT-Peak N/A $0.09115 $0.08518
12.04.065 Energy Servics Charge Time-of- Use per KWH High Season Critical Peak MA N/A N/A
13.04.068 Energy Service Charge Time-of-Use per kWh Low Season On-Peak N/A $0.10809 $0.10102
13.04.068 Energy Service Charge Time-of-Use per kiWh Low Season Ofi-Peak NfA 50.09193 $0.08593
13.04.068 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak NIA N/A N/A
13.04.069 Minimum Monthly Charge (Customer Charge + Distribution Charge x 300kW + Gild Access Ch NfA $5,984.40000 $7,612.50000
13.04.070 Large commercial and institutional service—primary (L-2}

13.04.070 Customer Charger per meter per month $53.90000 NFA N/A
13.04.070 Grid Access Charge per meter per month $1,500.00000 /A N/A
13.04.070 Distribution Charge per «W of billing demand per month $11.89000 N/A NIA
13.04.070 Transmission Charge pey KWh per month $0.01520 N/A N/A
13.04.070 Energy Service Charge Time-of-Use per kWh High Season On-Peak $0.09852 N/A N/A
13.04.070 Energy Service Charge Time-of-Use per kWh High Seascn Off-Peak $0.05580 N/A N/A
13.04.070 Energy Service Charga Time-of-Use per KWH High Season Critical Peak N/A N/A N/A
13.04.070 Energy Service Charge Time-of-Use per kWh Low Season On-Peak $0.06617 N/A NIA
13.04.070 Energy Service Charge Time-of-Use per KWh Low Season Qff-Peak . $0.05829 MN/A N/A
13.04.070 Energy Sewvice Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A
13.04.070 Minimum Monthly Charge {Disiribution Charge x 300kW + Customer Gharge + Grid Access Ch $5,120.80000 N/A N/A
13.04.070 Extra-Large commercial and institutional service—primary (L-3)

13.04.070 Customer Charger per meter per month N/A

13.04.070 Grid Access Chiarge per meter per month N/A

13.04.070 Distribution Charge per iV of billing demand per month N/A

13.04.070 Transmission Charge per kWh per month N/A

13.04.070 Energy Service Charge Time-of-Use pet KWh High Season On-Peak N/A

13.04.070 Energy Service Charge Time-of-Use per kwh High Season Off-Peak N/A

13.04.070 Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A NIA N/A
13.04.070 Energy Service Charge Time-of-Use per kiwh Low Season On-Peak N/A

13.04.070 Energy Service Charge Time-of-Use per IWh Low Season Off-Peak N/A,

13.04.070 Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A
13.04.070 Mininmim Monthly Gharge (Distribution Charge x 300KW + Customer Charge + Crid Access Ch N/A $0.00000 $0.00000
13.04.080 Standby Service {SBY)

13.04.080 Distribution Chatpe per kW of standby capacity $10.87000

13.04.080 Customer Charge N/A

13,04.080 Grid Access Charge per meter per month NIA

13.04.080 Minimum Monthly charge {if less than demand charge} $201.40000

13.04.080 Standby sefvice application charge on-time fee for gach application or customer account $5.00000

13.04.080 Reservation Charge N/A

13.04.085 E! d rates- Non-demand {CE-1)

13.04.085 Customer Charge per meter per manth (single-phase service) $14.16000

13.04.085 Custemer Charge per meter per month (three-phase service) $19.07000

13.04.085 Distribution Charge per kWh of billing demand per month $0.04475

13.04.085 Energy Service Charge Flat Rate per KWh in the High Season $0.06901

13.04.085 Energy Service Charge Flat Rate per kWh in the Low Season $0.06030

13.04.087 Unmetered rates- D 1 {CE-2}

13.04.087 Custormer Charge per meter per mohnth $60.22000

13.04.087 Distribution Charge per kWh of billing demand per month $10.87000

13.04.087 Energy Service Charge Flat Rate per KwWh in the High Season $0.07338

13.04.087 Energy Senvice Charge Flat Rate per kWh in the Low Season $0.06213

13.04.020 Street lighting and traific signal service {SL} may have new tamp typas

13.04.080 incandescent 1,000 lumens per lamp per menth $0.94000 $1.24798 $1.24788
13.04.080 Incandescent 1,500 lumens per lamp per mohth $1.11000 $1.47368 $1.47368
13.04.090 Incandescent 2,500 [umens per lamp per month $1.95000 $2.58885 $2.58889
13.04.090 Incandescent 4,000 lumens per lamp per monih $3.14000 $4.16878 $4.16878
13.04.020 Incandescent 6,000 lumens per lamp per month $4.47000 $5.93454 $5.93454
13.04.090 Incandescent 10,000 lumens perlamp per monih $6.78000 $9.01486 $9.01466
13.04,090¢ Incandescent 67 watts per larmp per month a5 $0.88000 $1.14177 $1.14177




ATTACHMENT B: RATE SCHEDULE ALTERNATIVE 1

MUNICIPAL GOD| MUNICIPAE CODE DESCRIPTION Current Rates Phase 1 Phase 2
13.04.090 Incandescent 69 watts per lamp per month $0.88000 $1.16832 $1.16832
13.04.080 Incandescent 103 watts per lamp per morith $1.30000 $1.72533 $1.72593
13.04.090 Incandescent 150 watts per lamp per moenth $1.88000 $2.50923 $2.50823
13.04.000 Incandescent 202 watts pet lamp per manth $2.54000 $3.37220 $3.37220
13.04.050 Incandescent 303 watts per lamp per month $3.80000 55.04502 $5.04502
13,684,060 Marcury Vapor 3,500 lumens per lamp per month $1.81000 $2.13750 $2.13750
13.04.080 Mercury Vapor 7,000 lumens per iamp per month $2.64000 $3.50498 $3.50426
13.04.030 Mercury Vapor 11,000 lumens per lamp per month $3.65000 $4.85915 $4.85915
13.04.080 Mercury Vapor 20,000 lumens per lamp per month $5.80000 $7.70030 $7.70030
13.04.020 Mercury Vapor 35,000 lumens per tamp per menth $9.81000 $13.02412 $13.02412
13.04.090 Mercury Vaper 54,000 lumens per lamp per moath $13.87000 $18.41433 $18.41433
13.04.090 Mercury Vaper Fluorescent per lamp per mormth
13.04.090 Mercury Vaper 213 watts perlamp per month $2.68000 $3.55807 $3.55807
13.04.080 Mercury Vapor 248 watts per lamp per month $3.14000 $4.16878 $4.18878
13.04.080 High Pressure Sodium 35 watts per lamp per month $0.51000
13.04.090 High Pressure Sndium 50 watts per lamp per menth $0.72000
13.04.090 High Pressure Sadium 70 watts per lamp per month $1.28000 $51.69938 $1.85938
13.04,090 High Pressure Sadium 100 watts per lamp per month $1.76000 $2.33664 $2.33684
13.04.090 High Pressure Sodium 150 watts per lamp per month $2.43000 $3.22616 $3.22618
13.04.000 High Pressure Sodium 200 waits per lamp per month $3.03000 $4.10240 $4.10240
13.04.080 High Pressure Sodium 250 watts per lamp per month $3.94000 $5.23089 $5.23089
13.04.090 High Pressure Sadium 310 waits per lamp per month $4.81000 $6.38533 $6.38593
13.04.080 High Pressure Sodium 400 watts per lamp per month $5.98000 $7.53027 $7.93927
13.04.080 High Pressure Sodium 460 watls unit bus stop per lamp per month $4.82000 $6.39921 $6.39921
13.04.030 High Pressure Sodium 2—40 watts unit bus siep per lamp per month $4.82000 $6.39821 $6.39521
13.04.020 Metal Halide per lamp per month $3.92000 $5.26727 $5.29727
13.04.080 Districution Charge for metered street lighting per XWh $0.03923 $0.05208 $0.05208
13.04.090 Distribution Charge metered raffic signals and signs per kWh $0.05807 30.08465 $0.09485
12.04.090 Distribution Charge Unmetered trafflc signals and signs $0.05807 S0.09465 $0.09465
13.04.090 Energy Charge per KWh $0.06500 SG.18361 $0.18381
13.04,150 Rate schedule change
13.04.159 Load change in less than 12 months per meter affected $3.00000 Not specified Not speciffed
13.04.176 Feed-in-tanff {FIT) N/A
13.04.177 Net energy metering (NEM}
B, Annual NEM: energy services charge over the custamer's billing period plus 2.5¢ per KWh for |MNo new cust after 1/1/2026, rate for net }Ne new cust after 1/1/20286, rate for net
RECs surplus electricity compensation shall  [surplus electricity compensation shall ba
13.04.177 B. Annual NEM be m.ncm:o the applicable energy equalto the applicable m:ﬂ.m«m.minm.m
. services charge over the customer's charge over the customer's billing period
billing period plus 2.5¢ per kWh for plus 2.5¢ per kWh for RECs
RECs
C. Monthly/Bi-Monthly NEM: energy services charge over the bilting perfod plus 6.6¢ per kWh Ne new cust after 1/1/2026, creditinan |No new cust after 1/1/2028, creditinan
plus 2.5¢ per kwh for RECs amount equal to the net electricity amount equal te the net electricity delivered

delivered to PWP multiplied by the to PWP multiplied by the applicable energy
applicable energy services charge over [services charge over the billing period plus

13.04.177 C. Manthly/Bi-Matithty NEM
the billng period pius 2.5¢ perkWhfor |2.5¢ per kWhfor RECs
RECs
D. sum of alf rates set forth in the applicable rate schedule on the gross electric metered usage |On or after 1/1/2026 net surplus On or after 1/1/2026 net surplus electricity or
for all charges except the energy service charge. 1.receive a credit in an amount equal to the electricity or net nettral electricity, net neutral electricily, customer shall receive
net electricity delivered io PWP multiplied by the applicable energy senvicas charge. customer shall receive a creditin an acreditin an amount equal to the net
ameunt equai te the net electricity electricity detivered ta PWP multiplied by the
delivered te PWP multiplied bythe applicable energy services charge over the
applicable energy services charge over |[billing period plus the premium established
13.04.177 D. Net Energy Meiering {on or after January 1, 2028) the billing period plus the premium for renewable energy attributes credits in the
established for renewable energy Green Power Program set forth in 13.04.179

attributes credits in the Green Power
Program setforth in 13.04.179
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ATTACHMENT B: RATE SCHEDULE ALTERNATIVE 1

MUNICIPAL COB MUNICIPAL CODE DESCRIPTION Current Rates Phasel Phase 2
B. Rates. Rates for this service shall be the same as for the schedule under which the customer | L. Time-of-use rates under wiich the |1 Time-of-use rates under which the
would ordinarily take service, witl the following exceptions: 1. For self-generation service customerwauld ordinarily take service  fcustomerwould ordinarily take service
customers in the residential and small commerciat and industrial graups, the monthly customer|except, {1} in eack menth, billing texcept, (1) in each month, billing demand will;
charge and the gistribution services charge shall respectively be the same as those of the demand will be the greater of the be the greater of the maximum 15 minute kKW
medium commercial and industria! class—secendary. 2. 11 each manth, billing demand wilt be  |maximurn 15 minute kY of the absolute |of the absolute net slectricity delivered to
the greater of the maximum fiftean minute KW of the absolute net power that the customer net electricity delivered to customer customer duringthe current month or

received from or injected into the PWP power system during the current mentt or preceding during the current month or preceding  |preceding 11 months and (2] in each month,
elaven months. 3. In each month, the billing determinant for the Transmission Services Charge |11 months and (2) ineach month, the  [the billing determinant for the transmission
shall be the sum, over the heurs of the month, of the hourly net power that the cusiomer billing determinant for the transmission |services charge shall be the sum, over the
received from the PYWP power systam, but in no event less than zero for the month 4.Ferensrgy  [services charge shall be the sum, over  |hours of the month, of the hourly net power
charges and enreigy credits, billing determinants shall be quantified as follows:a.For customers |the hours of the month, of the haurly net|that the customer received from the PWP

13.04.178 Self-generation service (SG) on seasonat flat energy rates, the monthly bitling determinant shali be the net power that the power that the customer received from |power system, but in no event less than zere
customer received fromthe PWP power system during the month.b.For eustomers ontime-of- - {the PWP power sysiem, butin no event |for the month.
use {TOU) energy rates, the billing determinant for each TOU period shall be the net powerthat  less than zero for the month. 2. Customer shall receive a creditin an
the: customer recelved from thie PWP power system during each period 5.For any perfod durimg ]2, Customer shallseceive a credit In an| amount equat tothe net efectricity deliverad
which the cusiomer's het power received from the PWP power system is negative (i.e., during  [amount equal fo the net electricity ta PWP multiplied by the applicable energy
which the customer injects net power into the PWP power system), the customer shall not pay  [delivered to PWF muitiplied by the senvices charge.

an Fnergy Gharge but shall instead receive an enérgy credit.a.The applicable energy credit applicable energy services charge.
periods shall be one manth for customers on seasonal flat rates and TOU periods for customers
on TOU rates.b.The energy credit for each period shall equal the product of:1.The customer's
nat injection info the PWP power system during the period and PWP's average power cost

applicable to that period.
13.04.179 Green power setvice (GP}
13.04.179 Green power premium per KWh $0.01800
13.04.179 Green pawer premium for 100 kKWh block $1.80000
13.04.180 ‘Thefl of energy
13.04.180 Minimum charge per occurrence of enargy theft $300.00000
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

3=z_n=u2m MUNICIPAL CODE DESCRIPTICN ) Current Rates Phase 1 | Phase 2 Phase 3
13.04.040 |Residential single-family service (R-1} :

13.04.040 |Customer Chaiger per meter per month ’ $8.96000 $11.15000 $12.75000 $13,25000
13.04.040 |Giid Access Charge per meter par month $4.50000 $6.50000 $7.50000 $8.50000
13.04.040 | Distribution Charge per KWh on the first 350 kWh per month $0.01888 $0.03505 $6.04170 $0.04836
13.04.040 |Distribution Charge per kWh on the 351 to 750 KWh per month $0.14673 $0.14018 $0.16682 $0.15345
13.04.040 |Distribution Charge per KWh on use over 751 KWh par month $0.10706 $0.25233 $0.30027 $0.34822
12.04.040 |Transmission Charge per KWh per month $0.01609 $0.01609 $0.01809 $0.01609
13.04.040 |Energy Service Chasge Flat Rate Optien per kWh inthe High Season $0.07073 $0.06525 $0.09056 $0.10002
13.04.040 |Energy Service Charge Flat Rate Option per IWh inthe Low Season ) $0.06147 $0.05671 $0.07870 $0.08693
13.04.040 |Energy Service Charge Time-of-Use per kWh High Season On-Peak $0.14750 $0.13607 $0,18885 $0.2085%
13.04.040 jEnergy Service Charge Time-of-Use per kWh High Season Off-Peak $0.04750 $0.04382 $0.06081 $0.06717
13.04.040 |Energy Service Charge Time-cf-Use per kWH High Season Critical Peak /A N/A NAA N/A
13.94.040 |Energy Senvice Charge Time-of-Use per kWh Low Season On-Peak $0.11150 $0.11150 $0.10286 $0.14276
13.04.040 |Energy Service Charge Time-of-Use per kWh Low Season Ofi-Peak $0.05100 $0.05100 $0.04705 $0.06630 |
13.04.040 |Enerpy Service Charge Time-of-Use per kWH Low Season Critical Peak /A N/A N/A N/A
13.04.045 |Residential mulii-family service [R-2) 3

'13.04.045 |Customer Charger pat mater per month $8.86000 $11.15000 $12.75000 $13,25000
13.04.045 |Grid Access Charge per meter per month $4.500060 $6.50000 $7.50000 $8.50000
13.04.045 | Distribution Charge per kWh on the first 350 kWh per manth $0.01889 $0.03505 $0.04170 $0.04836
13.04.045 | Distribution Charge per kh on the 351 fo 750 kWh permonth 20.14673 $0.14018 $0.16682 $0.19345
13.04.045 | Distribution: Gharge per ih an use aver 751 kWh per month $0.10706 $0.26233 $0.30027 $0.34822
13.04.045 |Transmission Charge per KWh per month $0.01609 $0.01608 $0.01809 $0.01609
13.04.045 |Energy Service Charge Flat Rate Option per KWhin the High Season $0.07073 $0.66525 $0.09056 $0.10002
13.04.045 |Energy Service Charge Flat Rate Qption per kWh in the Low Season $0.06147 $0.05671 $0.07870 $0.08593
13.04.045 |Energy Service Charge Time-of-Use per KWh High Season On-Peak B $0.14750 $0.13607 $0.18885 $0.20859
13.04.045 |Energy Service Charge Time-of-Use per KWh High Season Off-Peak $0.04750 $0.04382 $0.08081 $0.06717
13.04.045 :Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A N/A NiA
13.04.045 |Energy Senvice Charge Time-of-Use par KWh Low Season On-Peak $0.11150 $0.11150 $0.10286 $0.14276
13.04,045 [Energy Senvice Charge Time-of-Use per KWh Low Season Off-Peak $0.05100 $0.05100 $0.04705 $0.06530
13.04.045 |Energy Service Charge Time-of-Use per KWH Low Seasch Critical Peak N/A N/A N/A N/A
13.04.050 |Small commerical and mstiutional serfvee (S-1)

13,04.050 |Customer Charger per meter per month $9.45000 $15.00000 $18.50000 $20.65000
13.04.050 |Gnd Access Charge per meter per menth $17.00000 $17.00000 $17.00000 $17.00000
13.04.050 |Distribution Charge per kWh per month $0.06423 $0.08862 $0.07081 $0.07300
13.04.050 |Transmission Charge per KWh per month $0.01608 $0.01609 $0.01609 $0.01609
13.04.050 |Energy Service Charge Flat Rate Option per kWh in the High Season $0.06501 $0.09780 $0.13113 i $0.14147
13.04.050 |Energy Service Charge Flat Rate Option perkWh in the Low Season $0.06030 $0.08546 $0.21458 _ $0.12361
1504050 |Energy Service Charge Time-of-Use per Kwh High Season On-Peak ’ $0.10463 $0.14828 $0.19882 , $0.21448
13.94.050 |Energy Service Charge Time-of-Use per kwh High Season Ofi-Peak $0.05706 $0.08087 $0.10842 $0.11697
13.94.050 |Energy Service Charge Time-of-Use per kWH High Season Critical Peak NfA NFA N/A N/A
13.04.050 |Energy Service Charge Time-of-Use per kWh Low Season On-Peak $0.08431 $0.05114 $0.12220 $0.13183
13.04.050 |Energy Service nsmwmmjn_?&rcm.m per kWh Low Seasan Off-Peak $0.05611 $0.07852 $0.10662 $0.11502
13.04.050 |Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A N/A
13.04.050 | Minimum Monthly Charge {Customer Charge +Grid Access Charge) $26.42000 $32.00000 $35.50000 $37.65000
13.04.060 |Medium commerical and institutional service - ancu_nm_e. {M-1}

13.04.060 |Customer Charger par meter per menth T $23.40000 NiA NIA N/A
13.04.060 |Grid Access Charge per meter per month $250.00000 N/A NIA N/A
13.04.060 |Distribution Charge per lW of billing demand per month wwm.omooo N/A N/A N/&
13.04.060 |Transmission Cherge per KWh permontn $0.01608 N/A N/A T N/A
13.04.060 |Energy Service Charge Flat Rate Optich per KWh in the High Season $0.07338 N/A NA NFA
13.04.080 |Energy Servies Charge Flat Rate Option per liwh inthe Low Seascn $0.08213 N/A N/A N/A
13,04.060 |Energy Service Charge Time-of-Use per v High Season On-Peak o $0.10218 N/A N/A NIA
13,04.060 |Energy Service Charge Time-of-Use per KWh High Season Off-Paak - $0.08063 N/A N/A N/A
13.04,060 1Enerpy Service Charge Time-of-Use per KWH High Season Critical Peak . N/A 5 W/A NFA /A
13.04.060 |Energy Service Charge Time-of-Use per kWh Low Season On-Peak $0.06578 o WA N/A N/A
13.04.060 |Energy Service Charge Time-of-Use per kWh Low Season Off-Peak B $0.05788 N/A NIA N/A
13.04.060 {Energy Seivice Charge Time-of-Use per KWH Low Season Critical Peak ) NIA NFA N/A NA
13.04.060 |Mmimum Monthly Charge (Distribution Charge % 30W + Customer Charge + Grid Access Cif ) $756.10000 N/A N/A N/A N
»uw.gng Medium commerical service - secondary {M-2} o

13.04.080 | Gustomer Charger permeter per month 7 $35.00000 T $42.00600 $50.00000 |
13.04.060 Grid Access Charge per meter per month N/A $250.00000 $250.00000 $250.00000
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

MUNICIPAL MURNICIPAL CODE DESGRIPTION | Current Rates Phase 1 Phase 2 Phase 3
13.04.060 |Distribution charge per kW of E:ﬂ:m demand per month N/A $18.00000 $19.50000 $20.80000
13.04.060 |Transmission Charge per kwh per monith N/A $0.01608 $0.01609 $0.01609
13.04.080 |Energy Service Charge Flat Rate Option per KWh in the High Season ra $0.08760 $0.11557 $0.12265
13.04.060 |Energy Service Charge Flat Rate Option per kWh in the Low Season WNIA $0.07417 $0.09785 $0.10384
13.04.080 [Energy Service Charge Time-of-Use per kiWh High $eason On-Peak /A $6.12108 $0.16083 $0.17078
13.04.060 |Energy Senvice Charge Time-of-Use par KWh High Season Off-Peak NAA $0.07238 $0.09549 $0.10134
13.04.060 |Energy Service Charge Time-of-Use per KWH High Season Critical Peak N/A N/A NfA N/A
13.04.060 |Energy Service Charge Time-oi-Use par KWh Low Season On-Peak N/A $0.07853 $0.10380 $0.10984
13.04.060 |Energy Semvice Charge Tinte-of-Use per kWh Low Season Oft-Peak N/A $0.06908 $0,00111 $0.09689
13.04.060 |Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A N/A
13.04.060 |Minimum Monthly Charge {Distribution Charge x 30kW + Gustomer Charge + Grid Access CH N/A $825.00000 $877.60000 $927.00000
13.04.064 |Medium commerical and Institutional service - peienary {M-2) ]
13.04.064 |Gusiorner Charger pes meter per month $29.75000 [y NIA N/A
15.04.084 |Gtid Access Charge per meter per month $250.00000 N/A /A N/A
13.04.064 1{Distribution Charge per KW of billing demand per month $11.48000 N/A MN/A N/A
13.04.064 |Transmission Charge per KWh per month $0.01590 N/A NIA N/A
13.04.064 |Energy Service Chaige Flat Rate Optien per kWh in the High Season $0.07154 N/A N/A N/A
13.04.064 |Energy Service Charge Flat Rate Option per kWh in the Low Season $0.06121 N/A N/A N/A
13.04.084 |Energy Service Charge Time-cf-Use per kWh High Season On-Peak $0.10128 NIA N/A N/A
13.04.084 |Energy Service Charge Time-of-Use per kWh High Season Off-Peak $0.05370 N/A N/A N/A
13.04.064 |Energy Setvice Charge Time-cf-Use per kWH High Season Critical Peak MN/A NA N/A NIA
13.04.084 |Energy Sevice Charge Time-cf-Use per kWh Low Season On-Peak $0.06481 N/A /A WA
13.04.064 |Energy Service Charge Time-of-Use per kWh Low Season Off-Peak $0.05713 N/A NA NIA
13.04.064 |Energy Seivice Charge Time-of-Use per KWH Low Season Critical Peak N/A N/A N/A WA
12.04.064 |Minimurm Monthly Charge (Distribution Chaige x 30KW + Customer Chargs + Grid Access CH $624.45000 NiA N/A N/A _
13.04.064 |Medium jal service - primary {M-1)

13.04.064 |Customer Charger per meter per month /A $44.50000 $53.40000 $63.60000
13.04.064 |Grid Access Charge per meter per month /A $250.00000 $250.00000 $250.00000
13.04.064 |Distribution Charge per KW of billing demand per maonth N/A $12.00008 $13.00000 $14.00000
13.04,064 |Transmission Charge per Kéh per month N/A $0.01590 $0.01590 $0.01590
13.04.064 |Energy Service Charge Flat Rate Option per KWh in the High Season N/A $0.08540 $0.11268 $0.11957
13.04.064 |Energy Service Charge Fiat Rate Option per KWh in the Low Season MNA $0.07307 $0,08641 $C.10231
13.04.064 |Energy Service Charge Time-of-Use per KWh High Season On-Peak N/A $0.12091 $0.15952 $0.16928
13.04.064 |Energy Service Charge Time-of-Use per KWh High Season Off-Peak N/A B $0.07135 $0.08414 ! $0.08980
13.04.064 |Energy Service Charge Time-of-Use per KWH High Seasan Critical Peak N7A N/A NiA ,, NFA
13.04.064 | Fnergy Senvice Charge Time-of-Use per KiWh Low Season On-Peak N/A $0.07737 $0.16208 $0.10832
13.04.064 | Energy Service Charge Time-of-Use per kWh Low Seasan Off-Peak NfA $0.06820 $0.08998 $0.09548
13.04.664 |Energy Service Charge Time-of-Use per KWH Low Seascn Critical Peak. N/A N/A N/A NAA
13.04.064 |Minimum Monthly Charge (Distribution Charge x 30KW + Customer Charge + Grid Access Cl N/A $654.50000 $693.40000 $723.60000
13.04.067 |Earge commercial and institutlonal service—secondary {L-1)

13.64.067 |Customer Chaiger per meter per month o $47.91000 N/A N/A N/A
13.04.067 |Grid Access Chaige per meter per manih 3 $1,500.00000 N/A N/A N/A
13.04.067 | Distribution Charge per KW of billing demand per ronth $18.76000 N/A NAA N/A
13.04.067 |Transmission Charge per KWh per tmonth $0.016509 N/A N/A MN/A
13.04.087 |Energy Setvice Charge Time-of-Use par kWh High Season On-Peak $0.10324 NFA N/A N/A
13.04.0687 {Energy Service Charge Time-of-lIse per KWh High Season Off-Peak $0.05843 NFA N/A N/A
13.04.067 |Energy Servics Charge Time-of-Lise per KWH High Season Gritical Peak A ) /A N/A N/A
13.04.067 |Energy Senice Charge Time-of-Use per KiWh Low Season On Peak $0.06579 wa N/A /A
13.04.067 |Enerdy Service Charge Time-of-Use per kWh Low wmmmma Oif-Peak $0.05659 N/A N/A N/A
13.04.087 |Energy Service Charge Time-of-Use per kWH Low Seasan Critical Peal N/A - N/A N/A NFA
13.04.087 |Minimurn Monthly Cherge {Distribution Charge x 300KW + Customer Charge + Grid Access 0 $7,175.91000 N/A WA N/A
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

ZEZ_Q_“SL MUNICIPAL CODE DESCRIPTION | Current Rates Phase 1 Phase 2 Phase 3
12.04.067 |Large commercial and instititional service—secondary (L-2}

13.04.067 |Customer Charger per meter per month T NfA $75.00000 " $m7.50000 $100.00000
13.04.067 |Grid Access Charge per meter permenth NIA ] $1,500.00000 $1,500.00000 $1,500,00000
13.04.067 | Distribution Charge per kW of billing demand per month NA B $20.40000 $21.60000 $22.80000 |
13,04,067 [Transmission Charge per Kh per month $0.01602 $0.01609 $0.01609
13.04.667 [Energy Service Charge Time-of-Use per kWh High Season On-Peak WA $0.11878 $0.15959 $0.17136
13.04.067 |Energy Senvice Charge Time-oi-Use: per kwh High Season Oft-Peak N/A . $0.06876 $0.68572 $0.09633
13.04.067 |Energy Service Charge Time-oi-Use per KWH High Season Critical Peak N/A N/A . N/A N/A
13.04.067 |Energy Service Charge Time-ot-Use per KWh Low Season On-Peak N/A $0.07517 $0.10102 $0.10846
13.04.067 |Energy Service Charge Time-of-Use per kWh Low Season Off-Peak N/A $0.06466 $0.08689 $0.09330
13.04.067 {Energy Service Gharge Time-of-Use per KWH {ow Season Gritical Peak N/A /A N/A WA
13.04.067 |Minimum Monthly Gharge {Distribution Charge x 200k\W + Customer Charge + Grid Access ( N/A 5 $7,695.00000 $3,067.50000 $8,440.00000
13.04.069 |Large clal and institutional service—primary [L-1) .

13.04.069 |Customer Charger per mefer per month NAA $84.40000 $98.50000 $112.60000
13.04.069 [Gid Access Charge per meter per month i N/A $1,500.00000 $1,500.00000 $1,500.00000
13.04.062 | Distribution Charge per kW of billing demand permonth A $12.00000 $18.06000 $20.00000
13.04,069 |Transmission Charge per KWh per month $0.01530 $0.01500 $0.01590
13.04.068 |Fnergy Service Charge Time-of-Use per kWh High Season On-Peak N/A $0.11257 $0.15127 $0.16242
13.04.065 |Energy Service Charge Time-of-Use per kWh High Seasan Off-Peak N/A $0.06376 $0.08568 $0.09198
13.04.069 |Energy Senvice Charge Time-of-Use per KWH High Season Critical Peak NIA NIA N/A N7A
13.04.069 |Energy Service Charge Time-of-Use par kWh Low Season On-Peak N/A $0.075681 $0.10160 $0,10809
18.04,069 |Energy Service Chiarge Time-of-Use per kWh Low Season Off-Peak ~ . N/ $0.05452 $0.08643 $0.08280
13.04.069 |Energy Service Charge Time-of-Use per kKWH Low Season Critical Peak } NFA NA N/A N/A
13.04.068 |Minimum Monthly Charge {Customer Charge + Distribution Charge x 300KW + Grid Access N/A o $6,984.40000 $7,298.50000 $7,612.60000
13.04.068 |Large tal and institational service—primary (L-2} A e

13.04.069 |Cusiomer Charger per meter per menth $63.90000 R NAA NA ) N/A
13.04.089 |[Grid Access Charge per meter per month $1,500.00000 N/A N/A N/A
13.04.089 | Distribution Charge per KW of billing demand per month $11.88000 MN/A NA N/A
'13.04.069 |Transmission Charge per KiVh per month $0.01590 N/A N/A N/A
13.04.069 |Energy Service Charge Time-of-Use per kWh High Season On-Peak $0.09852 - /A N/A N/A
13.04.068 |Energy Service Charge Time-of-Use peridvh High Season Off Peak $0.05580 N7A NIA N/A
13.04.063 |Energy Service Charge Time-af-Use per KWH High Season Critical Peak N/A N/A N/A N/A
13.04.063 {Energy Service Charge Time-of-Use per kiWh Low Season On-Peak $0.08817 N/A NA WA
13.04.069 [Energy Service Charge Time-of-Use per kWh Low Season Off-Peak $0.05629 N7A NA N NIA
13.04.089 |Energy Service Charge Time-of-Use per KWH Low Seascn Criticel Peak N/A N/A N/A ’ NAA
13.04.069 |Minimum Monthly Charge {Distribution Charge x 300kW + Customer n_”_.mﬂmm + Grid Access G $5,120.90000 NfA N/A N/A
13.04.070 |Bxira-Large commerciat and instifutional service—primary {L-3)

13.04.070 |Customer Charder per meter per month N/A

13.04.070 |Gtid Access Chatge per meter per month e N/A

13.04.070 | Distribution Charge per kW of billing detand per month N/A

13.04.070 |Transmission Charge per kKWh per month N/A

13.04.070 |Energy Service O:m_.mm._.mam.&.ﬁ_\mnmn u..mq IKWh High Season On-Peak N/A

13.04.07¢ |Energy Service Charge Time-of-Use per kWh High Season Off-Peak NFA

13.04.07¢ |Energy Service Charge Time-of-Use per kWH High Season Critical Peak WfA N/A N/A

13.04.070 |Energy Service Charge Time-cf-Use per kWh Low Season On-Peak N/A

18.04.070 |Energy Servica Charge Time-af-Use rer W Low Season Off-Peak NIA o

13.04.070 |Energy Service Charge Time-of-Use per kWH Low Season Critical Peak N/A N/A NFA

13.04.070 |Minimum Monthly Charge (Distribution Charge x 300kW + Customer Charge + Grid Access (] N/A $0.00000 $0.00000 calculation
13.04.074 |Electric vehicle charging betow 30 kW (EV-1) o e -

13.04.074 | Customer Charger per meter per month N7A )

13.04.074 | Grid Access Charge per meter per month N/A }

13.04.074 |Energy Service Charge Time-of-Use per kWh High Season On-Peak ) N/A

18.04.074 |Energy Sewvice Charge Tima-of-Use per KWh Hiph Season Off-Peak N/A

13.04.074 |Energy Service Charge Time-of-Use per kWH High Season Critical Peak N7A ]

13.04.074 1Energy Service Charge Time-of-Use per kWh Low Season On-Peak IIZH».

13.04.074 |Energy Service Charge Time-of-Use per kWh Low Season Off-Peak A I

13.04.074 |Energy Service Charge Time-of-Use per KWH Low Season Critical Peak N/A

13.04.074 | Electric vehicle charging at ar abave SDKW and less thar 300 kKW (EV-2) -

13.04.074 |Customer Charger per meter per month " N7A

13.04.074 |Grid Access Charge per meter per month I N/A h

13.04.074 |Energy Senice Charge Time-of-Use per kWh High Season On-Peak M/A
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

MUNIGIPAL MUNICIPAL CODE DESCRIPTION Gurrent Rates Phase 1 Phase 2 - Phase 3
13.04.074 |Energy Service Charge Time-of-Use per kWh High Season Off-Peak N/A

13.04.074 jEnergy Service Charge Time-of-Use per kWH High Season CriticalP@gsk ~~~ } NfA

13.04.074 |Energy Service Charge Time-of-Use per KWh Low Season Or-Peak N/A _—
13.04.074 |Energy Service Chargs Time-of-Use par KWh Low Season Off-Peak N/A .-
13.04.074 |Energy Service Charge Time-oi-Use per KWH Low Season Critical Peak NA

13.04.074 |Elactric vehicle charging at or above 300 kW (EV-3)

13.04.074 |Customer Charger per meter per month N/A

13.04.074 |Grid Access Charge per meter per month N/A .

13.04.074 |Energy Service Charge Time-of-Use per kwh High Season On-Peak i N/A .

13.04.074 |Energy Service Charge Time-of-Use per kWh High Season Off-Peak N/A i

13.04.074 |Energy Service Charge Time-of-Use per KWH High Season Critical Peak iz\.p

13.04.074 {Energy Service Charge Time-of-Lise per kWh Low Season On-Peak N/A

13.04.074 {Energy Service Charge Time-of-Use per kwh Low Season Off-Peak N/A

13.04.074 |Energy Service Charge Time-of-Use per kWH Low Season Critical Peak WA

13.04.074 | City-owned retail charging stations —

13.04.074 |Electric Vehicle Charging Fee Peak Hours 3:00 pm te 8:00 pm NA .

13.04.074 le Charging Fee Off-Peak Hours {all other times} N/A R,
13.04.074 le Charger Connection Fee NFA

13.04.074 |Electric Vehicle Charger Connection Overstay Fee T - N/A

13.04.080 [Standby Service [SBY)

13.04.080 | Distribution Charge per KW of standby capacity $10.87060 .

13.04.080 |Customer Charge N/A

13.04.080 |Grid Access Charge per meter per month N/A i

13.04.980 |Minimum Monthly charge (if less than demand charge} $201.46000

13.04.080 |Standby service application charge on-time fee for each application or custemer account $5.00000 L

13.04.080 |Reseivation Charge N/A i

13.04.085 | Unmetered rates- Non-g 1{CE-1} .

'12.04.085 |Customer Charge per meter permonth (single-phase service) $14.168000 o

13.04.085 |Customer Charge per meter per menth {three-phase service} . $18.07000

13.04.085 |Distribution Charge per KWh of billing demand per month $0.04475

13.04.085 |Energy Service Charge Flat Rate per iWh in the High Season $0.068201

13.04.085 jEnergy Service Charge Flat Rate per kWh in the Low Season soos0z0

13.04.087 |Unmeiered rates- Demand (CE-2)

12.04.087 | Customer Charge per meter per month $60.22000 ~ _
13.04.087 | Distribution Charge per i of billing demand per month $10.87000 B

13.04.087 |Energy Service Charge Flat Rate perldivh in the High Season $0.07338 T

13.04.087 |Energy Service Charge Flat Rale perkWhin the Low Season T %0021 T
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

MUNIGIPAL MUNICIPAL CODE DESCRIPTION Current Rates Phase £ Phase 2 Phase 3
13.0£.090 |Street kighting and traffic signal service {SL) X may have new lamys types
13.04.090 |Incandescent 1,000 lumens per Eamp per month ) $0.94000 $1.04163 . $1.23481 $1.30703
13.04.090 |Incandescent 1,500 lumens per lamp per manih $1.11000 $1.23000 N $1.45813 $1.54341
13.04.090 |Incandescent 2,500 lumens per lamp per month $1.95000 $2.16082 $2.56158 $2.71140
13.04.020 |Incandescent 4,000 lumens per lamp per month $3.14000 $3.47947 $4.12480 $4.36605
13.04.080 (Ineandescent §,000 lummens per lamp per month $4.47000 $4.85326 $5.87193 $6.21537
13.04.020 |Incandescent 16,000 lumens perlamp per manth o $6.70000 ~ $7.52408 : $8.91955 $9.44124
13.04.090 (Incandescent 67 waits per lamp per month $0.86000 $0.85288 $1.12972 $1.19580
13.04.09C |Incandescent 62 watts per lamp per month £$0.88000 $0.87514 $1.15509 $1,22361
13.04.09¢ |Incandescent 103 watts per lamp per menth $1.30000 $1.44055 $1.70772 $1.80760
13,04.000 |incandescent 150 watts per lamp per month $1.89000 $2.00433 $2.48276 $2.62797
13.04.090 |Incandescent 202 watts perlamp per month $7.54000 $2.81461 $3.33862 $3.53178
13.04.090 |Incandescent 303 watts per lamp per month $3.80000 . $4.21083 $4.99180 $5.28376
13.04.080 |Mercury Vapor 3,500 lumens per lamp per month $1.64000 $1.78405 $2.11494 $2.23865
13.04,090 |Mercury Vapoy 7,000 lumens per lamp per month $2.64000 $2.92542 $3.46798 $3.67082
13.04.090 |Mercury Vapor 11,000 lumens periamp per manth N $3.66000 $4.05668 $4.80769 i $5.08909
13.04.090 |Mercury Vapor 26,000 lumens per lamp per month $5.80000 $6.45705 $7.61906 $8.06468
13.64.090 |Mercury Vapor 35,000 lumens perlamp per manth _ $2.81000 $10.87058 $12.88671 $13.64044
13.04.090 |Mercury Vaper 54,000 lumens perlamp per month $13.87000 $15.368952 $18.22005 $19.28572
13.04.090 |Mercury Vapoer Fluerescent per lamp per month
13.04.080 |Mercury Vapor 213 watts per lamp per month $2.68000 . $2.96974 $2.520532 $3.72644
13.04.020 iMercury Vapar 248 watis per lamp per month . $3.14000 $3.47947 $4.12480 $4.36605
13.04.0280 High Pressure Sedium 35 watts per lamp per month $0.51000 . .
13.04.080 |High Pressure Sedium 50 watis per lamp per month $0.72000
12.04.090 |High Pressure Sodium 70 watts per lamp per month $1.28000 $1.41838 $1.68145 $1.77979
13.04.090 |High Pressure Sodium 100 watts per lamp per month $1,76000 $1.95023 e $2.31189 $2.44721,
13.04.09C |High Pressure Sodium 150 watts per lamp per month $2.43000 $2.69271 $3.19212 $3.37882
13.04.090 |High Pressure Soditim 200 watts per lamp per month $3.08000 $3.42407 $4.05812 $4.29853
13.04.090 |High Pressure Sodium 250 watts per lamp per month $3.94000 $4.36596 $5.17570 $5.47842
13.04.000 |High Prassure Sodium 310 watts per lamp per month o $4.81000 45,53002 $6.31856 $6.68813
13.04.080 (High Pressure Sodium 400 watts per lamp per month - $5.98000 $6.62851 $7.88651 $8.31497
13.04.080 [High Pressure Sodium 4—60 watts unit bus stop per lamp per month $4,82000 $5.34110 $6.33170 $5.70203
13.04.680 |High Pressure Sodium 2—40 watts unit bus stop per lamp per month $4.82000 $6.33170 $6.70203
13.04.090 |Metal Halide per lamp permonth $3.599000 . $5.24138 $5.54795
13.04.080 | Districiition Charge for metered street ighting per kVh ) $0.03823 $0.04347 $0.05153 $0.05455
13.04.090 |Distribution Charge metered fraffic signals and signs per KkWh $0.05807 o $0.06912 $0.08307 $5.08301
13.04.080 |Distribution Chacge Unmetered uaffic signals and signs 4$0.05807 $0.65912 $0.08307 $0.08301
13.04.090 |Energy Charge per KWh $0.06500 $0.15225 $0.18168 $0.19230
13.04.150 |Rate schedule change
13.04.150 |Load change inless than 12 months per meter affected $3.0c000 Not mumn‘_.;awn Not specified
13.04.176 |Feed-in-tariti {FIT) M/A
13.04.177 |Net energy metering (NEM)
o No new cust after 1/1/2026, rate for net | Mo new cust after 1/1/2026, rate for

surplus electiicity compensation shall | net surplus electricity compensation

13.04.177 |8. Asinual NEM B. Annual NEM: energy services charge over the customer’s bitling period ptus 2.5¢ per |be equal to the applicable energy shalt be equal to the applicable energy
kWh for RECs sernvices charge over the customer's services charge over the customer's
billing period plus 2.5¢ per KWh for RECs | billing pericd plus 2.5¢ per KWh for
RECs
iNo new cust after 1/1/2028, creditinan |No new cust after 1/1/2025, creditin |
amount equal to the net electricity an amount equal tothe net electricity
. . - . delivered to PWP multiplied by the delivered to PWP multiplied by the
13.04.177 |C. Monthly/Bi-Monthly NEM €- Monthly/Bi-Hanthly NEM: energly services charge cver the billing period pius 6.66 applicable energy mm:..rnumm nrwqmm over |applicable energy mm:..mﬂmw n:w.qmm over
per kWh plus 2.5¢ per kWh for RECs o ) . -
the billing period plus 2.5¢ perkWhior  [the billing petlod plus 2.5¢ per kWh for
RECs RECs
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ATTACHMENT C: RATE SCHEDULE ALTERNATIVE 2

MUNICIPAL

MUNICIPAL CODE DESCRIPTION

Current Rates

Phase1

Phase 2

Phase 3

13.04.177

D. Net Energy Metering (on ar after January 1, 2026)

D. sum: of all rates setforth in the applicabte rate schedule on the gross electric
metered usage for all charges except the energy service charge, 1.receive a creditin
an amount equal to the net electiicity delivered to PWP muttiplied by the applicable
energy sevices charge.

On or after 1/1/2026 net surplus
electricity or net newtral electricity,
customer shall receive a creditinan
amount equal fo the net electricity
delivered to PWP multiplied by the
applicable energy services charge over
the billing petiod pius the premium
established for renewable energy
attributes credits in the Green Power
Program set forth in 13.04.179

On or after 1/1/2028 net surplus
electricity or net neutrat electricity,
customer shall recelve a creditin an
amount equal ta the net electricity
deliverad fo PWP multiplied by the
applicable energy services charge over
the billing pericd plus the premium
estahlished for renewabte energy
attributes credits in the Green Power
Program set forthin 13.04.178

B. Rates. Rates far this service shall be the samé as for the scheditie under which the
customerwould ordinarily take service, with-the following exceptions: 1. For setf-
generation service customers in the residendial and small commerciat and industrial
groups, the monthly customer ¢hatge and the distribution seryicss charge shall
respectively be the same as thosg of the medium commercial and industrizl
class—secondary. 2. in each monih, hitling demand will be the greater of the

maximurmn fifteen minute kWof the absolute net power that the customet received
fram or injected into the PWP power systém during the cutrent month or preceding
eleven months. 3. In 2ach manth, the billing determinant for the Transmissian Services.
Charge shall he the sum, over the hours of the month, of the hourly net power that the
customer received from the PYWP power system, but in no event less than zevo forthe
month.4.For gnergy charges and energy credifs, bifling determinants shall be
quantified as follows:a.For customers on seasonal flat @nergy rates, the monthly billing

1. Time-of-use rates under whichthe
customer would ordinarily take service
except, {1] In each month, billing
demand will be the greater of the
maximum 15 minute KW of the absolute
net electrictty delivered to customer
during the current monih or preceding 11
months and (2) Th each month, the billing
determinant for the transmission
services charge shallbe the sum, over
the hours of the month, of the hourly net
power that the customer received from
the PWP powet system, but in no event
less than zero for the month.

1. Time-of-use rates under which the
customer would ordinarily take sendice
except, {1} in each menth, billing
demand will be the greater of the
maximum 15 minute KW of the
absolute net electricity delivered to
customer dunng the current month or
preceding 11 monihs and (2} in each
manth, the billing determinant for the
tratistiigsion services charge shall be
the sum, over the hours of the month,
of the hourly net power that the
customer received from the PWP
power system, but it no event less

13.04.178 |Self-generation semvice {§6) determinant shall be the net power that the customer received from the PWP power
system during the month.b.For customers on time-of-use {TOU) energy rates, the 2. Customer shall receive a credit in an |than zero for the month,
billing determinant for each TOU period shall be the net power that the customer amount egual to the net electriclty 2, Customershall receive a creditin
feceived from the PWP power system during each period.5.For any period during which |delivered to PWP multiplied by the an amount equal to the net electricity
the customer's net power received fram tha PWP power system is negative {i.e., during |applicable energy services charge. delivered to PWP multiplied by the
which the customer injects het power into the PWP power system), the customer shatl applicable energy services charge.
not pay an Energy Charge but shall instead receive an energy credit.a.The applicable
energy credit periods shall be ane month for customers on seasonat flat rates and TOU
periods for customers oh TOU rates.b.The energy credit for each period shall equal the
product of:1.The customer's net injection inta the PWP power system during the period
and PWP's average power cost applicable to that period.

.04.179 | Green power service (GP} o

13.04.179 |Green power premium per KWh $0.01800 $0.01800

13.04.179 |Green power premium for 100 kKWh block $1.30000 $1.80000

13.04.180 |Theft of energy -

13.04.180 |Minfmum charge per occurrence of energy theft $300.000G0 5200.00000
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Attachment B: Cost of Service Report

PASADENA WATER AND POWER

MEMORANDUM

The following document is section 2 of the Electric Rate Study, this next phase of the
study evaluates how current electric rates align with the actual costs of providing service
to each customer class. This next step within the rate-making process comes after
determining the system revenue requirement and then establishes a revenue
requirement for each customer class, which is determined based on the specific costs to
serve that class.

The COS analysis reveals that 77% of PWP’s costs are fixed, driven by infrastructure,
power supply contracts, and customer service operations. Only 23% are variable, such
as fuel and purchased power. This fixed-cost structure underscores the importance of
rate design that ensures stable revenue recovery.

Key findings include:

e Residential customers currently under-recover by approximately 39%, while
Medium Commercial customers slightly over-recover.

e The cost to connect to the PWP system, regardless of energy usage, is
$125/month for Residential customers, reflecting the infrastructure and service
readiness costs.

The COS framework also introduces a new Electric Vehicle (EV) customer class, laying
the groundwork for future rate structures tailored to EV charging needs.

This analysis will inform the next phase of the study: rate design, which aims to align
rates with actual service costs, promote equity, and support long-term financial
sustainability.



Section 3
ELECTRIC COST-OF-SERVICE

After determining the system revenue requirement, a revenue requirement for each customer class
was determined based on the specific costs to serve each class. Customer class revenues are
compared to class revenue requirements to evaluate the current rate’s abilities to fully recover
costs. NewGen analyzed the cost to serve each customer class based on the revenue requirement
developed in Section 2.

Once completed, the COS results indicate the degree to which existing rates recover the costs to
serve customers. The COS results are then used to design new electric rates.

The COS analyses relied on the following key supporting data and analysis:
B Revenue requirements and revenues based on current rates.

B Total system and customer class demand and energy requirements.

B Actual and assumed customer service characteristics.

B |nformation obtained from customer accounts and records.

Cost-of-Service Process

NewGen performed an analysis of the cost to serve each customer class based on the revenue
requirement developed in Section 2. There are three steps in developing the COS for each customer
class, as illustrated in steps 2-4 in Figure 3-1 below.

STEP | - STEP 2 - STEP 3 - STEP 4 -
Develop Revenue Functionalize Classify Costs Allocate Costs
Requirement Costs
Demand (CP)

: o9
O&M Production Energy (KWh)

Debt Service

Transfers / Taxes Demand (CP)
Capital Transmission

Expenditures

Reserves Demand (NCP)

Total Revenue Distribution =
Requirement et Lights

Large Commercial
Lighting

=
19
- o
8§ o
=] e
= =
) £
& ©
g 2
(-'4 o
S
w

Medium Commercial

gubetbmar Service
eter Reading
Customer Customer Accounting

(# of customers)

Figure 3-1. Cost-of-Service Process

Step 1 is the development of the revenue requirement as explained in Section 2.

Step 2 is the functional unbundling of the revenue requirement. Functional unbundling provides
detailed descriptions of the utility’s revenue requirement by core utility function. Accounting

NewGen _
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information is provided by PWP budget accounts. If an item has been adjusted, the amount of the
adjustment is identified with an associated supporting calculation. Once the detailed revenue
requirement has been established, the amount is assigned to the production, transmission,
distribution, and customer functions. Assignments are made either through direct assignments or
other allocation methodology. The results of the Component A analyses for each function of the
revenue requirement are expressed on a functional basis.

Step 3 is the classification and sub-functional unbundling of the revenue requirement. Sub-
functionalizing the production, transmission, distribution, and customer functions developed in
Step 2 provides additional detail and accuracy to PWP’s costs. Additionally, costs are classified as
demand related, energy related, customer related, or a direct assignment. Like functionalizing, sub-
functionalization is accomplished either through direct assignments or other allocation
methodology. Specific allocation factors are found at the bottom of each sub-function worksheet.
Step 3 analyses result in PWP’s revenue requirement expressed on a sub-functional basis for each
cost classification (e.g., Production Demand or Production Energy Costs).

Step 4isthe allocation of the classified and sub-functionalized costs to the customer classes. Using
the information developed in Step 3, the sub-functionalized and classified revenue requirement is
allocated to each of the rate classes using various customer class allocation methodologies. These
allocation methodologies or allocators are developed in alignment with the cost classification. For
example, production demand costs are allocated utilizing the customer’s contributions to system
demand such as four-coincident peak (4CP) or the highest four months of PWP system peaks.

Once completed, the COS results indicate the degree to which existing rates recover the costs to
serve customers. These results are then used in designing new electric rates.

Functionalization

PWP’s electric rates have been unbundled into four functions: production, transmission,
distribution, and customer. Descriptions of each utility function are below.

Production Function

The production function consists of costs associated with operating and maintaining electric
generation facilities and making capital investments, as necessary. This function also includes
purchased power, fuel, and power labor costs.

Transmission Function

The transmission function consists of costs associated with transmitting power from generation
plants or the CAISO markets to PWP’s local load. These costs include market transmission costs,
operating and maintaining transmission lines and related infrastructure, and making capital
investments, as necessary.

Distribution Function

The distribution function consists of costs associated with operating and maintaining the localized
distribution portion of the electric grid and making capital investments, as necessary. The
distribution facilities deliver power to the retail customers after it has been transmitted. This
includes primary and secondary voltage distribution lines, distribution poles, underground lines,
customer service connections, meters, and lighting-related assets. PWP has 1,660 miles of
overhead and underground lines.



Customer Function

The customer function consists of costs associated with operating and maintaining the customer
related facilities to meet customer support needs. This includes, but is not limited to, customer
service, and billing and collection. PWP services approximately 68,000 electric customers, and over
59,000 are in the Residential Service class.

Functionalized Revenue Requirement

The revenue requirement was “unbundled” into the four functional areas of the system: production,
transmission, distribution, and customer. The results of the functional unbundling are summarized
in Table 3-1.

Table 3-1
Functionalized Revenue Requirement
Function Revenue $/KWh® % of Total

Requirement
Production $127,296,677 $0.1224 49%
Transmission $12,494,313 $0.0120 5%
Distribution $105,410,519 $0.1013 41%
Customer $14,355,356 $0.0138 6%
Total $259,556,865 $0.2496 100%

(1)  Based on Test Year energy sales of 1,040,083,319 kWh.

The production function, including PWP’s operating expenses and purchased power, represents
49% of the revenue requirement. The distribution function is the second largest cost center,
representing 41% of the revenue requirement. The customer function is the third largest cost center,
representing 6% of the revenue requirement. The remaining 5% of the revenue requirement is
associated with the transmission function.

Classification

System costs can be classified into four generally accepted rate-making cost classifications:
(i) demand or fixed costs, (ii) energy or variable costs, (iii) customer-related costs, and (iv) directly
assignable costs. To provide a reasonable basis for the assignment or allocation of total revenue
requirements (costs) to each customer class, costs for each function in the electric system have
been analyzed and classified into four categories. PWP’s functional costs were classified on the
following basis:

1. Demand Costs — Capacity (fixed- or demand-related) costs are those costs incurred to maintain
a utility system in a state of readiness to serve, enabling it to meet the total combined demands
of its customers. Capacity costs include the portion of O&M expenses, debt service, capital
expenditures, and other costs that are generally fixed and do not vary materially with the quantity
of usage, or that cannot be desighated specifically as a customer or variable cost.

2. Energy Costs — Energy or variable costs are costs that vary directly with energy usage, including
such items as fuel, energy-related purchased power, and a portion of O&M expenses.



3. Customer Costs — Customer costs are those costs directly related to the number and type of
customers, such as customer accounting, billing, service connections, and meter-related
expenses.

4. Direct Assignment Costs — Direct assignment costs are those costs that are readily identifiable
and applicable to a customer or customer class (e.g., street lighting).

Once the costs within each function are assigned to each service category, the demand, energy,
customer, and direct assignment component of each service is calculated. As seen in Table 3-2,
three major cost categories (demand, energy, and customer) cover most of all functional costs. This
breakdown of demand, energy, customer, and direct assignment costs is later applied to each
customer class to facilitate the electric system rate design, as provided in Section 4. The classified
revenue requirement is shown below in Table 3-2.

Classified Revenue Requirement

In total, 23% of PWP’s total revenue requirement is energy-related or variable costs. The remaining
77% of the revenue requirement is fixed in nature and classified as demand, customer, or directly
assigned to particular customer classes. Table 3-2 shows additional details regarding the classified
costs within each function and classifies the costs within each.

Table 3-2
Classified Revenue Requirement
Classification Re\{enue $/kWh( % of Total®
Requirement

Production

Demand $80,394,286 $0.0773 31%

Energy $46,902,391 $0.0451 18%

Subtotal $127,296,677 $0.1224 49%
Transmission

Demand $0 $0.0000 0%

Energy $12,494,313 $0.0120 5%

Subtotal $12,494,313 $0.0120 5%
Distribution

Demand $88,989,628 $0.0856 34%

Customer $12,725,008 $0.0122 5%

Other $3,695,883 $0.0036 1%

Subtotal $105,410,519 $0.1013 41%
Customer

Customer $14,355,356 $0.0138 6%

Subtotal $14,355,356 $0.0138 6%
Demand $169,383,914 $0.1629 65%
Energy $59,396,704 $0.0571 23%
Customer $30,776,248 $0.0296 12%
Total Costs $259,556,865 $0.2496 100%

(1)  Based on Test Year energy sales of 1,040,083,319 kWh.

(2)  Percentages may not add to 100% due to rounding.



Allocation

Based upon actual and assumed customer service characteristics, NewGen developed various
factors for use in allocating the adjusted revenue requirements to individual customer classes.
These allocation factors reflect accepted rate-making principles and were based upon sufficiently
distributed embedded cost allocation procedures. The following summary describes the specific
allocation factors used in the Study.

Once revenue requirements are classified, they are allocated to the individual customer classes
based on customer usage characteristics. For the system and customer classes, we have
developed demand-related, energy-related, customer-related, and direct assignment allocation
factors as described below.

Demand Allocations

Demand allocation refers to the basis on which capacity-related costs are distributed or assigned
(i.e., allocated) among the various customer classes for the purpose of determining the COS foreach
class. The demand allocation factors that were developed reflect the cost responsibility of the
various customer classes with respect to their contribution to demand-related system
characteristics (i.e., contribution to monthly peak demand).

For example, monthly coincident peak demand by customer class reflects the customer class’s
contribution to the monthly system peak demand. The peak demand is often referred to as the
“Coincident Peak” (CP) because it is the amount of total load from all customers collectively at the
same time (coincident with each other).

Non-coincident peak (NCP) demand reflects the customer class’s peak demand, whenever that may
occur, and does not have to coincide with the overall system peak. The NCP demand allocation
method is based on the theory that demand costs are strongly influenced by the highest demand of
each customer class, regardless of when that class peak demand occurs. NCP demand allocators
are primarily used to allocate distribution-related costs because the design of these facilities is more
consistent with the demand of the classes, rather than the demand of the entire system. Coincident
and non-coincident demands are typically calculated considering a one, three, four, or twelve-
month period.

The data used to calculate CP and NCP were developed utilizing PWP’s billing database and Proxy
Advanced Metering Infrastructure (AMI) from a nearby utility with similar usage profiles. AMI meters
record energy usage on a 15-minute or hourly basis which can be used to pinpoint each class’s
contribution to system or local peaks. These system and local peaks are the key driver for PWP’s
costs to deliver electric service. Figure 3-2 shows the customer class contributions to PWP’s
monthly system peak demands, or the CPs.
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Figure 3-2. Monthly PWP System Peak Demands

Production Demand Allocation

As seen in Figure 3-2, the PWP system has a dramatic peak during the summer months of June
through September. This system peak is what PWP must design, construct, and operate their
generation and transmission system to serve. However, as PWP must plan and build infrastructure
to supply production services for those four peak months, those costs and assets may not be utilized
year-round to meet the other eight months of system demands. As such, PWP’s production
functionalized costs were sub-functionalized into a base load PWP-owned and peak load costs.
Subsequently, the base load costs which support year-round system peaking needs are allocated to
customer classes on a 12 CP method. Similarly, the peak load costs associated with meeting
summer peaking demands are allocated to the customer classes using the 4CP method. Thisis an
appropriate cost allocation methodology for the southern California climate and load profile as it
captures the class-level contributions to the peak system demand in the summer months but also
recognizes some costs and assets are used year-round.

Distribution Demand Allocation

Similarly, distribution costs are designed to meet the maximum demands of the localized system or
customers, so 4 non-coincident peak (4 NCP) and the sum of maximum demands (SMD) allocation
factors are used. An NCP allocator is typically used to allocate distribution costs as these facilities
are sized to meet localized peak demands rather than the system peak demand. The 4 NCP method
was used to allocate the distribution system demand-related costs associated with substations,
primary lines, and secondary lines. The SMD was used to allocate demand costs related to
distribution transformers near customer service locations. The SMD is reflective of the localized
demands customers place on the system at and near the meter. For customer classes that are billed
for demand, the SMD represents annual measured demand.



Table 3-3 compares the various demand allocators utilized in the Study.

Table 3-3
Demand Allocation Factors
Customer Class 4CP 4 NCP SMD
Residential 37.65% 43.41% 52.20%
Commercial - Small 13.45% 11.80% 13.77%
Medium - Commercial
Primary and Secondary 21.95% 19.19% 16.10%
Service
Large - Commercial Primary 26.71% 24 58% 17.31%
and Secondary Service
Street Lighting 0.00% 0.93% 0.59%
Traffic Signals 0.24% 0.09% 0.04%
Total 100.00% 100.00% 100.00%

Energy Allocations

Energy allocation factors are the basis for allocating costs or expenses classified as variable or
energy related and are assumed to vary directly with kWh sales. Energy-related costs classified as
variable include fuel, variable O&M costs, and purchased power. Typically, net energy for load
(NEFL), or the energy necessary to supply each customer class, is used to allocate these types of
costs to individual customer classes. NEFL is also sometimes called adjusted metered load or
energy at generator, as it takes into consideration energy losses that occur on the transmission and
distribution systems between the power generation facility and the customer’s meter. For PWP all
transmission costs are energy related as a result, NEFL was used as the allocation method. Table 3-
4 lists the energy allocation factors utilized in the Study.

Table 3-4
Energy Allocation Factors
Net Energy
Customer Class
for Load
Residential 31.03%
Commercial - Small 13.32%
and Socondany Senvics 2.76%
Street Lighting 0.90%
Traffic Signals 0.12%

Total 100%




Customer Allocations

Customer costs are defined as those costs related to the number of customers and the type of
service required. Included in the customer-related costs are the costs associated with meter
reading, customer service, sales, billing, collection, and other customer-related activities. The
customer allocation factors were largely based on the number of customers in each class.

At times in a COS study, certain customer-related costs can be allocated to the various customer
classifications based on a weighted customer allocation factor. Weighting reflects that servicing
certain types of customers requires more effort and expense than other types of customers. For
PWP, weighting factors were not required, nor developed, based on discussions with PWP as there
were limited customer service related costs. Public benefits costs were also included in this
function; however, they were allocated based on the revenue requirement of each class to reflect
the cost causation of the public benefit charge mechanism.

Cost-of-Service Results

The COS process is an industry-accepted framework that assigns costs to customer classes. This
process determines the “cost to serve” each customer class within a utility.

Fixed and Variable Costs

Electric utility costs are typically characterized as either fixed or variable; fixed costs are those that
do not change with the production of electricity, whereas variable costs are related to the amount of
electricity produced and/or purchased. PWP’s
fixed costs are 77% of the total revenue
requirement. The remaining 23% of costs are
variable and include fuel, purchased power, and
variable O&M. PWP’s fixed costs are higher than Variable
some industry peers due to the number of power 23%
supply contracts or power purchase agreements
that have fixed components to the contracts or
cost structure. These contracts also provide
PWP physical assets and hedges in the CAISO
market to mitigate market risks to customers.

Fixed Cost to Connect to the PWP System

As stated above, the test year fixed costs are
77% of the total revenue requirement. Thereisa
cost for each customer to attach to the PWP Figure 3-3. Test Year Fixed and Variable Costs
system whether or not that customer uses any

energy. As shown in Table 3-5, it costs $125 per month for each Residential customer to be attached
to the PWP system, whether they use 0 kWh or 1,000 kWh. The fixed cost per a customer for each
class is displayed below.



Table 3-5
Fixed Cost Per Customer to Connect to the PWP System

Function Residential Small - Medium - Large - Street  Traffic System
Commercial Commercial Commercial Lighting Signals

Power Supply $40 $121 $1,946 $16,928 $2,637 $123 $99

Transmission $0 $0 $0 $0 $0 $0 $0

Distribution $56 $118 $1,857 $15,306  $26,782 $33 $109

Customer $29 $36 $199 $903 $29 $29 $38

;ﬁ\:lilnth Icustomer $125 $275 $4,002 $33,137  $29,448 $185 $246

The power supply and distribution fixed costs represent the demand-related costs of infrastructure
and expenses translated into a monthly cost per customer. The customer-related costs are
associated with customer service and customer accounting serving the classes. As seeninthe table
it costs PWP a minimum of $125 per customer per month to provide service, and that cost does not
vary with the amount of energy or kWhs consumed.

Cost-of-Service Results by Class

Table 3-6 summarizes the total cost of service for each customer class. These costs are delineated
into the discrete classified costs within each function. Please note the Electric Vehicle (EV)
customer class shown in Table 3-6 is a new customer class that does not currently have any
customers or billed consumption. Existing services to EV charging stations or locations are
provided under an existing applicable commercial class such as Medium or Large Commercial
tariff rates. Asthere are no customers, there are no revenues. The EV cost of service will be used

in supporting the tracking of costs for these types of sites and services in addition to the
development of new rates and tariffs focused on serving EV charging locations and loads.



Table 3-6

Cost-of-Service Results by Class

Classification Residential Small - Commercial C“onr?l?ri\l:rl::i-al Large - Commercial  Street Lighting STi;ar:‘:Ics EVV-eiliicI:;ric Total

Production

Demand $28,404,624 $11,009,880 $18,113,051 $22,495,897 $81,736 $289,097 $0 $80,394,286

Energy $14,553,395 $6,247,648 $11,666,870 $13,956,636 $421,047 $56,794 $0 $46,902,391

Subtotal Production $42,958,019 $17,257,528 $29,779,921 $36,452,534 $502,784 $345,891 $0 $127,296,677
Transmission

Demand $0 $0 $0 $0 $0 $0 $0 $0

Energy $3,876,874 $1,664,309 $3,107,934 $3,717,904 $112,163 $15,129 $0 $12,494,313

Subtotal Transmission $3,876,874 $1,664,309 $3,107,934 $3,717,904 $112,163 $15,129 $0 $12,494,313
Distribution

Demand $39,683,928 $10,773,454 $17,283,753 $20,340,010 $830,254 $78,229 $0 $88,989,628

Customer $11,098,069 $1,423,515 $145,370 $20,756 $484 $36,814 $0 $12,725,008

Other $0 $0 $0 $0 $0 $0 $3,695,883 $3,695,883

Subtotal Distribution $50,781,997 $12,196,969 $17,429,123 $20,360,766 $830,738 $115,042 $3,695,883 $105,410,519
Customer

Customer Service $2,309,645 $974,724 $974,724 $974,724 $101 $7,661 $0 $5,241,579

Customer Accounting $5,375,670 $689,521 $704,144 $201,076 $235 $17,832 $0 $6,988,476

Meter Reading $1,796,618 $230,447 $23,533 $3,360 $78 $5,960 $0 $2,059,996

EV - Electric Vehicle $0 $0 $0 $0 $0 $0 $65,305 $65,305

Subtotal Customer $9,481,933 $1,894,691 $1,702,401 $1,179,160 $414 $31,453 $65,305 $14,355,356
;Z;at',if:nit:n(t?eve"”e $107,098,823 $33,013,498 $52,019,379 $61,710,363 $1,446,098 $507,516 $3761,188  $259,556,865
Summarized Total

Demand $68,088,552 $21,783,334 $35,396,804 $42,835,907 $911,990 $367,326 $0 $169,383,914

Energy $18,430,269 $7,911,957 $14,774,804 $17,674,540 $533,210 $71,924 $0 $59,396,704

Customer $20,580,002 $3,318,207 $1,847,772 $1,199,916 $898 $68,266 $3,761,188 $30,776,248
Total $107,098,823 $33,013,498 $52,019,379 $61,710,363 $1,446,098 $507,516 $3,761,188 $259,556,865
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Cost-of-Service Results Compared to Current Revenue

To evaluate the ability of current rates to adequately recover the COS, NewGen calculated revenues
based on Test Year billing data and current rates, then compared the resulting revenues to the COS
for each customer class. The results of the comparison are shown in Table 3-7. This represents a
snapshot of the test year revenue requirements which include costs for FY 2025/26 and FY 2026/27
compared to the current rates.

At a system level, current rates and revenues require a one-time 13.9% increase to collect the full
COS. Also shown in Table 3-7 is the approximate percentage increase/(decrease) in each customer
class's revenues necessary to fully recover the COS for the test year. The percentage increase or
decrease shown in the table provides guidance for future rate design without subsidization and with
full rate revenue recovery.

Table 3-7
Current Rate Revenues Compared to Cost-of-Service
R Estimated Test . COS Rate Increase
. evenue Projected Over
Class/Service Requirement Year Revenues (Under) Recove (Decrease) Needed

g with Current Rates 2 (%)
Residential $107,098,823 $76,972,473 ($30,126,350) 39.14%
Commercial - Small $33,013,498 $31,068,587 ($1,944,911) 6.26%
Medium - Commercial
Primary and $52,019,379 $54,463,401 $2,444,022 -4.49%
Secondary Service
Large - Commercial
Primary and $61,710,363 $62,371,800 $661,436 -1.06%
Secondary Service
Street Lighting $1,446,098 $2,721,576 $1,275,478 -46.87%
Traffic Signals $507,516 $392,553 ($114,963) 29.29%
EV - Electric Vehicle $3,761,188 $0 ($3,761,188) 0%
Total $259,556,865 $227,990,390 ($31,566,476) 13.85%

(1) EV customer class is not yet in-service or available. Costs are being tracked for the development of future classes and tariffs. As such, no
revenues or COS rate changes are identified at this time.

The comparison of the COS results to the current revenues informs the eventual rate design and
strategy for FY 2025/26 and beyond. While the COS results represent a one-time rate adjustment
to achieve the test year revenue requirement, PWP has multiple options regarding the
implementation of rates and the potential to phase-in the rate changes over multiple years. By
phasing in rate changes over multiple years, PWP can reduce the potential bill change and increase
impacts to customers.
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Attachment C: Redline of Chapter 13

Section 13.04.010 Short title-
This chapter shall be named and may hereafter be designated as "the light and power rate ordinance."

13.04.020 Definitions-

N j —ndi “Apparent power” means “kilewatthours"
22— KW as-hereinused-meanskilowatt;anthe total electrical unit-of power:

ardless of how efficiently

the enclosed-roomsroermallypower is used-for-businesspurpeses—.

B. “Customer charge” is a fixed monthly charge regardless of energy use. It is generally associated with services

such as billing, customer service, meter reading, and connection to the grid.

C. "Billing demand" means the greater of (i) the kilowatts of measured maximum demand occurring during the
current month or (ii) the highest demand recorded in the last four months, including the current billing month.
CBilling demand is determined to the nearest kW.

B-D. “Department," "Pasadena Water and Power" or "PWP," as herein used, means the “municipal water and
power department of the €City of Pasadena—.

E. E“Distribution charge” is a usage-based charge generally associated with the cost of delivering electricity from
the substations, including operation and maintenance costs, capital investment and debt service.

F. “Electric Utility Rate Resolution” means a schedule of pricing for all fees, penalties, refunds, reimbursements,
and charges of any kind collected by the Department and adopted by City Council.

G. “Energy services charge” (including power cost adjustment) is a usage-based charge generally associated with
the solely variable cost of generating the actual amount of electricity consumed, measured in kilowatt-hours.

H. "Greenhouse gas" or "GHG" is a collective term for those gases that reduce the loss of heat from the earth's
atmosphere, and thus contribute to global warming and climate change.

. “Grid access charge” is a fixed monthly charge generally associated with the fixed costs of connecting to and
maintaining the electric grid, regardless of their energy consumption.

J.  “Holidays” refer to days recognized by the North American Electric Reliability Corporation (NERC) that
typically impact electricity demand and pricing. Holidays include New Year’s Day (January 1), Memorial Day
(last Monday in May), Independence Day (July 4), Labor Day (first Monday in September), Thanksgiving Day
(fourth Thursday in November), and Christmas Day (December 25). These holidays may be updated from time
to time based on NERC guidelines.

K.  “Horsepower” or "hp," as herein used means a mechanical unit of power.

L. “Interval Read Capable Meter” refers to electric meters that can record and transmit energy usage data at
regular, predefined intervals, rather than providing a cumulative total once per billing cycle.




M. “kilowatt” or "kW" is a unit of power equal to one thousand watts. It measures the rate at which energy is
used or produced.

N. "kWh" as herein used, indicates and means "kilowatt hours." A kWh is a standard unit of energy used to
measure electricity consumption. It represents the amount of energy used when a device that consumes 1,000
watts (or 1 kilowatt) operates for one hour.”

0. “megawatt” or "MW'" is a unit of power equal to one million watts. A MW is a unit of power that measures the
rate at which energy is used or produced.

P. "MWHh" as herein used, indicates and means "megawatt hours." A MWh is a standard unit of energy used to
measure electricity consumption. It represents the amount of energy used when a device that consumes one
million watts and operates for one hour.

Q. “Net deficit electricity” means the electricity consumed by a customer-generator, as measured in kWh,
exceeds electricity generated by that eligible customer-generator.

R. “Net neutral electricity” means the electricity consumed by a customer-generator, as measured in kWh,
equals the electricity generated by that eligible customer-generator.

S.  “Net surplus electricity” means the electricity generated by a customer-generator, as measured in kWh,
exceeds the amount of electricity consumed by that eligible customer-generator.

T. "Portfolio content category one (PCC1)" means an eligible renewable energy resource interconnected or
scheduled into a California balancing authority at the same time of generation pursuant to Sections
399.16(b)(1),399.16(c)(1) and 399.30(c)(3) of the California Public Utilities Code.

€:U."Power equipment" means electrical machinery such as motors, welding machines, battery chargers, radio-

sending and X-ray equipment will normally be operated on a separate power meter. However, some power
equipment, especially smaller size equipment, may be added and operated on the regular lighting meter,
provided the starting and stopping or fluctuating load characteristics do not cause objectionable voltage
fluctuations in any service rendered by the dDepartment. The use of power equipment on lighting or
combination meters must have the approval of the general manager of the dDepartment.

V. 2“Power Factor” means the ratio of real power (kilowatts) to apparent power (kilovolt-amperes) for any given
load and time (maximum value = 1.0). Power Factor = Real Power/Apparent Power

W. “Public benefit charge” is a state-mandated nonbypassable, usage-based public benefit charge to fund
assistance programs, energy efficiency and renewable energy projects.

B:X. “Reactive Power—Fhe” means the portion of "apparent power" which does no work but must be supplied to
power equipment, such as motors—usually expressed in kilovars (kvar).

Y. 3:“Real Power-Facter—Fheratie” means the work producing part of real-pewer{kilowatts)}-te-"apparent power
{kitovelt-amperes)-forany-giventoad" or rate of supply of energy—usually expressed in kilowatts (kW).
Z. "Renewable energy credit" or "REC" means a certificate of proof that one unit of electricity was generated by

an eligible renewable energy resource. RECs are accumulated on a kWh basis and one REC represents the green
attributes associated with the generation of one MWh from the electric generation facility.

AA. “Reservation Charge” is the monthly demand charge applied to the customer’s total nameplate capacity (kW)
CC.

BB. "Retail customers" means customers who choose PWP as their energy supplier.

CC. "System energy sales" means the estimated total energy sales delivered to all customers.




DD. “Time-of-Use” or “TOU” is electricity pricing where the price of electricity varies depending on the time
{maximum-value=1.0)-of day, day of the week, and season. Electricity is more expensive during peak
demand periods.

EE. “Transmission services charge” is a usage-based charge generally associated with the cost of delivering
electricity from the generating plants to our sub-stations.

13.04.030 Light and power rate standards-

The rates to be charged and collected for furnishing and delivering electrical energy, and the terms, provisions
and conditions respecting such rates delivery of electrical energy and for service supplied by the municipatight
‘ ; ; mentDepartment shall be fixed as set forth in

the foIIowmg sections.

13.04.031 Pricing, pricing periods, and seasons

A. Pricing: The pricing for all fees, penalties, refunds, reimbursements, and charges of any kind collected by the
Department pursuant to the provisions of this chapter shall be specified in the Electric Utility Rate Resolution,
as amended by the Council from time to time. Whenever applicable throughout this chapter, reference shall
be made to the Electric Utility Rate Resolution in lieu of any reference to specific fee amounts.

B. Seasonal Periods: Pricing varies between high and low demand months and the associated costs to provide
services during those time periods. Prior to Interval Read Capable Meter Implementation, there are two time-
period blocks on-peak and off-peak defined in the Electric Utility Rate Resolution. After Interval Read Capable
Meter Implementation, there will be three time- period blocks, on-peak, off-peak and critical peak.

C. Prior to Interval Read Capable Meter implementation: “High Season” means the period of June through
September and “Low Season” means the period of October through July.

D. After Interval Read Capable Meter Implementation: “High Season” means the period of July through October
and “Low Season” means the period of November through June.

E. Time-of-Use Periods. “Time-of-Use” or “TOU” periods reflect when systems costs are high or low to signal to
customers to shift usage to times that are better for the overall electric system and provide pricing for service
components which varies by time of day and season of the year. The three time-of-use periods are “on-peak”,
“off-peak” and “critical-peak” that vary in their times based on electric system energy costs.

13.04.040 Residential single-family service: (Schedule R-1)

The raterms and conditions of services hereunder shall be as-provided by Schedule R-1, as fellewsfound in the
Electric Utility Rate Resolution:

SCHERLLER L
Residential Sinale-Familv-Servi

A. A-Applicability. Applies to separately metered single-family dwellings and to individual family
accommodations— with single phase 120/240-volt or 120/208-volt, and three-phase 120/208 or 240 volt
service when used for residential purposes only, 60-cycle alternating current service. Motors with more than
150 amps locked motor are not served under this schedule.

B——Customer Rates—Custemers-shall pay the sum of the following charges (1) customer charge, grid-aceess

eharge-(2) distribution charge, (3) grid access charge, (4) energy services charge, (5) transmission
services charge, and energy-servicescharge-as-specified-below:




2 R-(6) public benefit
charge The minimum monthly charge shaII be equal to the sum ofthe (1%ha+l—pa+a) customer charge and a(2)

the grid access charge-duringthe-billihg-month-asfollows:.

B-C. Customers taking service under Schedule R-1 shall have two energy rate option for the energy services charge,
the seasonal flat rate option or the Time-of-Use rate option. A customer may choose to receive energy under
either option. Upon the adoption of Interval Read Capable Meters for billing, all customers will be
automatically enrolled in the Time-of-Use rates. Until such time, Time-of-Use rates are subject to meter
availability. When a customer requests a change of energy rate option, they may do so in writing and that
customer may not change to another energy rate option before twelve months have elapsed.

CustomerCharge PerMeterPerMonth
e
Srid-AesossCharze DohMetorDesMenih







13.04.045 Residential multi-family service- (Schedule R-2)

The raterms and conditions of services hereunder shall be as-provided by Schedule R-2, as fellewsfound in the
Electric Utility Rate Resolution:

SCHEDULER-2
Residential Multi-Familv-Servi

A-Applicability. Applies to separately metered multi-family dwellings, including properties permitted as "live-
work" space when used for residential purposes, and to individual family dwellings in multi-family dwellings.
Multi-family dwellings are apartments, condominiums or town houses with at least four meters at the same
physical location. The character of service furnished includes single phase 120/240-volt or 120/208-volt, and
3-phase 120/208 or 240 volt service when used for residential purposes only, 60-cycle alternating current
service. Motors with more than 150 amps locked motor are not served under this schedule.

B.

B-Rates—Custemers-Customer shall pay the sum of the following charges (1) customer charge, the(2)
distribution charge, the-(3) grid access charge, (4) energy services charge, (5) transmission services charge, and
(6) public benefit charge. The minimum monthly charge shall be equal to the sum of (1) the customer charge
and (2) the grid access charge.

Customers taking service under Schedule R-2 shall have two energy rate options for the energy services

charge, the seasonal flat rate option or the Time-of-Use rate option. A customer may choose to receive energy
under either option. Upon the adoption of Interval Read Capable Meters for billing, all customers will be
automatically enrolled in the Time-of-Use rates. Until such time, Time-of-Use rates are subject to meter
availability. When a customer requests a change of energy rate option, they may do so in writing and that
customer may not change to another energy rate option before twelve months have elapsed.




1——13.04.046 Electric Utility-Assistance-Program--utility assistance program (EUAP)

o=

The programs hereunder are applicable to customers taking service under the Residential Single-Family Service

(Schedule R-1) or Residential Multi-Family Service (Schedule R-2) in addition to the provisions set forth for each

program:

A.

Electric Utility Assistance Program {-Basic Benefit}.. Any customer taking service under this schedule shall be
eligible for a monthly credit against their electricity bills equal to the fixed charge rate components (customer
charge and grid access charge), if the gross annual income per calendar year of the household in which such
customer resides does not exceed the greater of:{i} the: (i) income level that qualifies for rental assistance
under the €City's low income rental assistance program; or, (ii) the-income eligibility criteria established by the
California Public Utilities Commission ("CPUC") Low-Income Oversight Board for rate assistance programs. The
dDepartment shall periodically certify that the customer is eligible for the basic benefit.

b-Electric Utility Assistance Program {- Pasadena Cares}.. Any customer eligible for the basic benefit shall also
be eligible for a credit equal to the public benefit charge provided the customer is either: a) sixty-two years of
age or older; or b) meets the criteria of disability as established by the Social Security Administration's
Supplemental Income Program for the Aged, Blind and Disabled under Title XVI of the Social Security Act, as



amended. The dDepartment shall periodically certify that the customer is eligible for the Pasadena Cares
benefit.

C. «&Electric Utility Assistance Program {- Medical}.. Any customer taking service under this schedule with doctor-
prescribed life support equipment requiring electric utility service from the departmentin-erderDepartment
to operate shall be eligible for the Basic Benefit regardless of income. To qualify, a customer must submit
satisfactory proof to the dDepartment that a full-time occupant of the customer's premises requires a life
support device. A qualifying life support device may be any one of the following or such other equipment as
the dDepartment may deem eligible: aerosol tents, apnea monitors, compressors or concentrators,
electrostatic or ultrasonic nebulizers, electric nerve stimulators, hemodialysis machines, kidney dialysis
machines, intermittent positive pressure breathing machines, iron lungs, pressure pads, pressure pumps,
respirators, or suction machines.

13.04.050 Small commercial and-industrial-service: (Schedule S-1)

The raterms and conditions of services hereunder shall be as-provided by Schedule S-1, as fellewsfound in
the Electric Utility Rate Resolution:




A——Applicability. Applies to single-phase and three-phase general service, including lighting and incidental
small power, through a single meter. Applies to service below 30 kW demand. The character of service
furnished may be single-phase 120/240 or 120/208 volt, and three-phase, 120/208, 240, 480, or
277/480 volt, 60-cycle alternating current service. Customers connected to 120/208 volt service whose
sole usage of electricity is for residential purposes as defined by the PWP, shall be billed on the
residential rate schedule. Single-phase motors 1/2 hp and larger shall be connected at 240 volts or 208
volts. Motors 5 hp and larger shall be connected 3-phase. Motor-connected loads more than 49 hp are

not served under this schedule. 2 Fime-Periods—Time-periodsare-defined-asfollows:




Customer shall pay the sum of the following charges (1) customer charge for either (a) single-phase service or

(b) three-phase service, (2) distribution charge, (3) grid access charge, (4) energy services charge, (5)
transmission services charge, and (6) public benefit charge. The minimum monthly charge shall be equal to (1)
the sum of the customer charge and (2) the grid access charge.

Customers taking service under Schedule S-1 shall have two energy rate options for the energy services

charge, the seasonal flat rate option or the Time-of-Use rate option. A customer may choose to receive energy
under either option. Upon the adoption of Interval Read Capable Meters for billing, all customers will be
automatically enrolled in the Time-of-Use rates. Until such time, Time-of-Use rates are subject to meter
availability. When a customer requests a change of energy rate option, they may do so in writing and that
customer may not change to another energy rate option before twelve months have elapsed.




13.04.060 Medium commercial and-industrial-service—Secendary-secondary (Schedule M-2)

The raterms and conditions of services hereunder shall be as-provided by Schedule M-1,asfellews2, as
found in the Electric Utility Rate Resolution:




SFere-stdse ErorgSordecsChargonarldilh
SuareDr-lealk $0-10218
SummerOff-Reak £0-06063
Winter Off-Peak $0.05785

A. Applicability. Applies to three-phase general service, including power and lighting, measured with
demand meter. Applies to service at 30 kW demand or greater, but less than 300 kW demand. Any
customer served under this schedule whose monthly maximum demand has registered less than 30 kW
or greater than 300 kW for twelve consecutive months is no longer eligible for service under this
Schedule M-2 and must take service under another applicable rate schedule. This schedule is subject to
meter availability. Applies to services metered and delivered at voltages less than 374 kV. The character
of service furnished shall be three-phase 240, 480, 120/208 or 277/480 volt, 60 cycle alternating current
service. Motors of 50 hp or more shall be served as determined by PWP. Billing demand shall not be less
than 30 kW.

B. Customer shall pay the sum of the following charges (1) customer charge, (2) distribution charge, (3) grid
access charge, (4) energy services charge, and (5) transmission services charge, and (6) public benefit
charge.

A—Customers taking service under Schedule M-2 for the energy services charge, the seasonal flat rate option
or the Time-of-Use rate option. A customer may choose to receive energy under either option. Upon the
adoption of Interval Read Capable Meters for billing, all customers will be automatically enrolled in the
Time-of-Use rates. Until such time, Time-of-Use rates are subject to meter availability. When a customer
requests a change of energy rate option, they may do so in writing and that customer may not change to
another energy rate option before twelve months have elapsed. The minimum monthly charge shall be
equal to the sum of the customer charge, the distribution charge, and the grid access charge.

C.

D. Power Factor Penalty and Discount.

1. Existing Loads: If a customer's load operates at a power factor of less than 75 percent, PWP may
require installation of equipment to correct the power factor to 75 percent or better. A penalty
of one percent of the distribution charge for each percent the average monthly power factor falls
below 75 percent shall be added to the distribution charge.

2. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the
distribution charge of 0.333 percent for each percent the average monthly power factor exceeds
85 percent. The discount shall not exceed 5 percent. The power factor shall be computed to the
nearest one percent. The discount shall be computed to the nearest one-tenth of one percent.

3. New Loads: On or after July 1, 2002, if a customer's load operates at a power factor of less than
85 percent, PWP may require installation of equipment to correct the power factor to 85 percent
or better. A penalty of one percent of the distribution charge for each percent the average
monthly power factor falls below 85 percent shall be added to the distribution charge.

4. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the
distribution charge of 0.333 percent for each percent the average monthly power factor exceeds
85 percent. The discount shall not exceed 5 percent. The power factor shall be computed to the
nearest one percent. The discount shall be computed to the nearest one-tenth of one percent.



















13.04.067Large064 Medium commercial and-ndustrial-service—Secendary-primary
(Schedule M-1)

The raterms and conditions of services hereunder shall be as-provided by Schedule t-1asfellews:

SCHEDULELM-1
I c iakandind il
Service—Secondary, as found in the Electric Rate Utility Resolution:
A——Applicability. Applies to three-phase general service, including power and lighting, measured with
demand meter. Applies to service at 30 kW demand or greater, but less than 300 kW demand. Any
customer served under this schedule whose monthly maximum demand has registered less than 30 kW
or greater than 300 kW for twelve consecutive months is no longer eligible for service under this
Schedule M-3-phase generalserviceincluding power-andlighting, measured-with-demand-meter.

longer-eligibleforserviceunderthis-Schedule-1 and must take service under another applicable rate
schedule. This schedule is subject to meter availability. Applies to services metered and delivered at
voltages equal to or greater than 374 kV. Fhis-schedule-is-subjectto-meteravailability—Appliesto

The character of service

furnished shall be three-phase, 60 cycle alternating current service-

A. CCenditions-efUse. at normal primary or sub-transmission voltages. Motors of 50 HRhp or more shall be
served as determined by PWP. Billing demand shall not be less than 30 kW.

B. Customer shall pay the sum of the following charges (1) customer charge, (2) distribution charge, (3) grid
access charge, (4) energy services charge, and (5) transmission services charge, and (6) public benefit charge.
Customers taking service under Schedule M-1 shall have two energy rate options for the energy services
charge, the seasonal flat rate option or the Time-of-Use rate option. A customer may choose to receive energy
under either option. Upon the adoption of Interval Read Capable Meters for billing, all customers will be
automatically enrolled in the Time-of-Use rates. Until such time, Time-of-Use rates are subject to meter
availability. When a customer requests a change of energy rate option, they may do so in writing and that
customer may not change to another energy rate option before twelve months have elapsed. The minimum
monthly charge shall be equal to sum of the customer charge, the distribution charge, and the grid access

charge.







C. 3:Power Factor Penalty and Discount.

1. a:Existing Loads: If a customer's load operates at a power factor of less than 75 percent, PWP may require
installation of equipment to correct the power factor to 75 percent or better. A penalty of one percent of
the distribution charge for each percent the average monthly power factor falls below 75 percent shall be
added to the distribution charge.

2. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent. The
discount shall be computed to the rearest™/ignearest one-tenth of one percent.

3. b:New Loads: On or after July 1, 2002, if a customer's load operates at a power factor of less than 85
percent, PWP may require installation of equipment to correct the power factor to 85 percent or better. A
penalty of one percent of the distribution charge for each percent the average monthly power factor falls
below 85 percent shall be added to the distribution charge.

4. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent. The
discount shall be computed to the rearest™/ignearest one-tenth of one percent.

13.04.067 0-Large commercial and industritutional service—Primary.secondary (Schedule L-2)

The raterms and conditions of services hereunder shall be as-provided by Schedule L-2, as fellews+-found in
the Electric Rate Utility Resolution:

SCHEDULE -2
. c ialandind ial
Servi Pri
A——Applicability. Applies to three-phase general service, including power and lighting, measured with
demand meter. Applies to service at 300 kW demand or greater. Any customer served under this

schedule whose monthly maximum demand has registered less than 300 kW for twelve consecutive
months is no longer eligible for service under this Schedule L-2 and must take service under another

applicable rate schedule. This schedule is subject to meter avallabllltv Applies to services metered and
dellvered at voltages less than 174 kV i

B—Characterof Service Furnished-—3-phaseThe character of service furnished shall be three-phase 240,
480, 120/208 or 277/480 volt, 60 cycle alternating current service-at-nermal-primary-orsub-
fransrission e lmges

C—Cenditions-ef-Use.. Motors of 50 HRhp or more shall be served as determined by PWP.




A. Z1Determination-ofBilling Bemand—Billing-demand* shall not be less than 300 K\W-—Billing-demand-means




B. 3-Customer shall pay the sum of the following charges (1) customer charge, (2) distribution charge, (3) grid

access charge, (4) energy services charge, and (5) transmission services charge, and (6) public benefit charge.

The minimum monthly charge shall be equal to the sum of the customer charge, the distribution charge, and

the grid access charge.

B-C. Power Factor Penalty and Discount.

1.

a:Existing Loads: If a customer's load operates at a power factor of less than 75 percent, PWP may
require installation of equipment to correct the power factor to 75 percent or better. A penalty of one
percent of the distribution charge for each percent the average monthly power factor falls below 75
percent shall be added to the distribution charge.

A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent.
The discount shall be computed to the rearest*/Lignearest one-tenth of one percent.

b-New Loads: On or after July 1, 2002, if a customer's load operates at a power factor of less than 85
percent, PWP may require installation of equipment to correct the power factor to 85 percent or better.
A penalty of one percent of the distribution charge for each percent the average monthly power factor
falls below 85 percent shall be added to the distribution charge.

A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent.
The discount shall be computed to the rearest/ignearest one-tenth of one percent.




13.04.069 Large commercial and institutional service—primary (Schedule L-1)

The terms and conditions of services hereunder shall be provided by Schedule L-1, as found in the Electric

Utility Rate Resolution.

A.

Applicability. Applies to 3-phase general service, including power and lighting, measured with demand meter.

Applies to service for a customer at 300 kW demand or greater for one month out of the previous 12 months.
Any customer served under this schedule whose monthly maximum demand has registered less than 300 kW
for twelve consecutive months is no longer eligible for service under this Schedule L-1 and must take service
under another applicable rate schedule. This schedule is subject to meter availability. Applies to services
metered and delivered at voltages equal to or greater than 374 kV. The character of service furnished shall be
3-phase, 60 cycle alternating current service at normal primary or sub-transmission voltages. Motors of 50 hp
or more shall be served as determined by PWP. Billing demand shall not be less than 300 kW.

Customer shall pay the sum of the following charges (1) customer charge, (2) distribution charge, (3) grid

access charge, (4) energy services charge, and (5) transmission services charge, and (6) public benefit charge.
The minimum monthly charge shall be equal to the sum of the customer charge, the distribution charge, and
the grid access charge.

Power Factor Penalty and Discount.

1. Existing Loads: If a customer's load operates at a power factor of less than 75 percent, PWP may require
installation of equipment to correct the power factor to 75 percent or better. A penalty of one percent of
the distribution charge for each percent the average monthly power factor falls below 75 percent shall be
added to the distribution charge.

2. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent. The
discount shall be computed to the nearest one-tenth of one percent.

3. New Loads: On or after July 1, 2002, if a customer's load operates at a power factor of less than 85
percent, PWP may require installation of equipment to correct the power factor to 85 percent or better. A
penalty of one percent of the distribution charge for each percent the average monthly power factor falls
below 85 percent shall be added to the distribution charge.

4. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent. The
discount shall be computed to the nearest one-tenth of one percent.

13.04.070 Extra-large commercial and institutional service—primary (Schedule L-3)

The terms and conditions of services hereunder shall be provided by Schedule L-3, as found in the Electric

Utility Rate Resolution.

A.

Applicability. Applies to customers with one or more dedicated circuit(s), including power and lighting, and

aggregate demand of 1I0MW measured with demand meter. Applies to customers that meet or exceed 10 MW
aggregate demand or greater in one month of the prior 12-month period.




B. Customer shall pay the sum of the following charges (1) customer charge, (2) distribution charge, (3) grid
access charge, (4) transmission services charge, and (5) public benefit charge. The minimum monthly charge
shall be equal to the sum of the customer charge, the distribution charge, and the grid access charge. The
minimum monthly charge shall be equal to the sum of the customer charge, the distribution charge under
Schedule L-3, and the grid access charge. The customer shall also pay the energy services charge if an
alternative rate for energy services is not established through an approved long-term contract pursuant to
section 13.04.075.

C. Power Factor Penalty and Discount.

1. If a customer's load operates at a power factor of less than 85 percent, PWP may require installation of
equipment to correct the power factor to 85 percent or better. A penalty of one percent of the
distribution charge for each percent the average monthly power factor falls below 85 percent shall be
added to the distribution charge.

2. A customer having a maximum demand of 50 kW or more shall be allowed a discount on the distribution
charge of 0.333 percent for each percent the average monthly power factor exceeds 85 percent. The
discount shall not exceed 5 percent. The power factor shall be computed to the nearest one percent. The
discount shall be computed to the nearest one-tenth of one percent.

13.04.071 Special load management and conservation service-

ASubjectto-the-conditions-setforth-in-this-seection; The special load management and conservation service
rate is an optional temporary rate that PWP may enter into-temperary-specialrate-agreementsand/forrate
sehedutes with qualifying customers in order to: encourage experimentation in load management and
conservation programs within customer premises and allow evaluation of load management's effect on the power
system; evaluate how best to accommodate the load impacts of new technologies on the power system;
experiment with electricity rates and the timing of customer payments for time-ef-useTOU meters and other
interconnection facilities in order to incentivize customers to shift their electric usage from on-peak to off-peak
hours when system costs are lower; and/or reduce the power system's aggregate on-peak electricity demand.

BA. PWP shall publish the temporary rate schedules listing the effective date, customer qualification
requirements, and all relevant terms.

€B. Customer shall make application to PWP to take service under any rates schedule offered under this section.
All applications meeting the published requirements shall be accepted in the order of receipt by PWP, subject
to the limitations in subsection (E) of this section.

DC. Said temporary special rate agreements and/or rate schedules may be cancelled by PWP, at any time, on
notice to the customer, but in no event shall be in effect for a period exceeding thirty-six (36) months.

ED. The energy sales under this section shall be limited to three percent4{3%} of the total system energy sales in
megawatt-hours, as reported in PWP's most recent annual report. Each customer group shall be allocated a
percentage of the energy sales based on the customer group's contribution to the total system energy sales.

FE. Each participating customer shall be limited to ten percent {£80%;}-of the energy sales within its customer
group.

13.04.073-Economic-development074 Electric vehicle charging rates- (Schedules EV-1, EV-2,
and-EV-3, and City-owned retail charging stations)

The ratesElectric Vehicle (EV) rate is an optional rate designed to encourage EV adoption and support clean
transportation. The terms and conditions of services hereunder shall be as-provided by Schedule-EDasfellows:




A——schedules EV-1, EV-2, and EV-3, and €ityCity-Owned Retail Charging Stations -as found in the Electric
UtilityApphicability-

L ThefesnoricDoveloprcnt Rate |
that:Resolution.

A. Electric vehicle charging below 30 kW ef-prejected-electrical(Schedule EV-1)

1. Applicability. Applies to stand-alone meters or similarly PWP approved metering technology for plug-in
electric vehicles charging purposes and having a maximum demand of less than 30 k-W.

2. Customer shall pay the sum of the following charges (1) customer charge, (2) grid access charge, and the
applicable EV charges in accordance with the Electric Utility Rate Resolution. The minimum monthly
charge shall be equal to the sum of the customer charge and the grid access charge.-

3. Customers who meet low-income eligibility requirements including EUAP customers, as defined in Section
13.04.046, may receive discounted EV rates in accordance with the Electric Utility Rate Resolution.

i

B. 2-Ferexisting-mediumElectric vehicle charging at or above 30 kW and large-cemmereiatless than 300 kW
(Schedule EV-2)

1. Applicability. Applies to stand-alone meters or similarly PWP approved metering technology for plug-in

electric vehicles charging purposes and industrial-eustomers,-the-projected-inerementathaving a
maximum demand must-be-a-minimum-of-50kWof greater than or equal to 30 kW and less than 300 kW.

2. Customer shall pay the sum of the following charges (1) customer charge, (2) grid access charge, and the
appllcable EV charges in accordance W|th the Electric Ut|||tv Rate Resolutlon anel—t—he—aaph&able—ene#gﬁt

Reselu%mn— The minimum monthly charge shaII be equal to the sum of the customer charge and the grid
access charge. -er10%-of-existing

C. Electric vehicle charging at or above 300 kW (Schedule EV-3)

1. Applicability. Applies to stand-alone meters or similarly PWP approved metering technology for plug-in

electric vehicles charging purposes and having a maximum demand;-whicheverisgreater of greater than
or equal to 300 kW.

2. Customer shall pay the sum of the following charges (1) customer charge, (2) grid access charge, and the
appllcable EV charges in accordance W|th the Electric Ut|||tv Rate Resolutlon aﬂd-t-he—aapheab#e—eﬂem-v

Reselemen- The minimum monthly charge shaII be equal to the sum of the customer charge and the grid
access charge.-

DE. City-owned retail charging stations

1. Applicability. Applies to retail customers charging EVs at City-owned stations and shall pay in accordance
with the Electric Utility Rate Resolution.




1:2. Customers who meet low-income eligibility requirements including EUAP customers, as defined in Section
13.04.046, may receive discounted EV rates in accordance with the Electric Utility Rate
Resolution.Customerswho-meetlow-incomeeligibility reguirementsincluding EUAP

13.04.080 Standby service: (Schedule SBY)

The raterms and conditions of services hereunder shall be as-provided by Schedule SasfeHews:SBY, as
found in the Electric Utility Rate Resolution.




Applicability. Applicable to customers who in part or in whole have their own generating equipment and who

rely on the PWP grid in case of an on-site outage. Standby service shall be furnished solely to the individual
contracting customer. Applies to medium and large commercial customers. Character of service shall be
three-phase 240, 480, 120/208 or 277/480 volt, 60 cycle alternating current service. Other voltages and types
of service may be approved by the Department for certain specific installations.

Customer shall sign a contract for this service, which contract shall state the number of kW of standby capacity

required. "Standby capacity" shall not exceed the nameplate rating of the customer's generating equipment.
Service connections shall be made so that at no time will the customer's generating equipment be connected

to or operated in parallel with PWP's system. Switching devices used for service connections shall be approved

by PWP.
Customer shall pay the sum of the following charges (1) customer charge, (2) grid access charge, and (3) the

reservation charge.




13.04.085 Unmetered rates—Nnon-demand- below 30 kW (Schedule CE-1)

The raterms and conditions of services hereunder shall be as-provided by Schedule CE-1—Nen, non-
demand, as feHews:found in the Electric Utility Rate Resolution.

SCHEDULE CE1
Non-Demand

A. Applicability. Applies to any unmetered telecommunications devices and other equipment with less than
30 kW demand where metering installations would be impractical, unavailable, uneconomical or
restricted by the City.

B. Monthly energy consumption. PWP shall determine the monthly energy consumption by multiplying the
number of hours in the billing period by the maximum hourly energy consumption of the unmetered
equipment based on the manufacturer's specifications and operating characteristics. For the purpose of
this schedule, monthly energy consumption shall be deemed to be the kWh delivered.

C. Customer shall pay the sum of the following charges (1) customer charge for either (a) single-phase
service or (b) three-phase service. (2) distribution charge, (3) grid access charge, (4) energy services
charge based on the monthly energy consumption, (5) transmission services charge, and (6) public benefit
charge.

D. Customer shall be solely responsible to install, own, operate, and maintain all equipment. City shall not be
responsible for any damage to customer's equipment under any circumstances.

E. Customer and PWP shall mutually agree upon each location for unmetered telecommunications devices
and other equipment installations. Each location or connection shall be deemed a separate account.

F. Customer shall not increase connected load or change the character of telecommunications devices and
other equipment without providing written prior notice to PWP of at least 30 days. Customer shall furnish
PWP written notice of any change in the connection configuration, rated electrical load, or operating
characteristics of such equipment. In event customer does not provide such written notice, PWP may
estimate customer's actual energy use and back bill the customer.

G. From time to time, PWP may audit customer's equipment using a temporary meter. Customer's fixed
electric rate shall be adjusted based upon the results of the audit. Customer shall provide City personnel
with access to customer's equipment and provide assistance as necessary to complete the audit.




13.04.087 Unmetered rates—Bemand-demand at or above 30 kW (Schedule CE-2)

The raterms and conditions of services hereunder shall be as-provided by Schedule CE2—Bemand;as
follows:

SCHEDULE-CE--2, demand, as found in the Electric Utility Rate Resolution.
Demand

A. A-Applicability. Applies to any unmetered telecommunications devices and other equipment with 30 kW
demand or greater, but less than 300 kW demand where metering installations would be impractical,
unavailable, uneconomical or restricted by the €City.

B. B:Billing Determinants.



2:1. &=Monthly Energy Consumption. PWP shall determine the monthly energy consumption by multiplying the
number of hours in the billing period by the maximum hourly energy consumption of the unmetered
equipment based on the manufacturer's specifications and operating characteristics. For the purpose of
this schedule, monthly energy consumption shall be deemed to be the kWh delivered.

3-2. 2:Monthly Billing Demand. PWP shall determine the monthly billing demand based on the maximum
demand (kW) of the telecommunications devices and other equipment as set forth in the manufacturer's
specifications.

C&——Rates-Customer shall pay the sum of the felewing-charges:
(1—CustomerCharge Per ConnectionPerMonth:
Custemer) customer charges-$60:22

for either (a) single-phase service or (b) three-phase service. (2-Bistribution-Charge—Fhe) distribution
reteferensiomerchallbeasfellov s

4-3. charge, (3-Fransmission-Services-Charge—Customershall-pay-a) grid access charge, (4) energy services
charge based on monthly energy consumptlon and (5) transmission services charge-in-accordance-with

5-4. +-.Customer shall be solely responsible to install, own, operate, and maintain all equipment. City shall not
be responsible for any damage to customer's equipment under any circumstances.

6:5. 2:Customer and PWP shall mutually agree upon each location for unmetered telecommunications devices
and other equipment installations. Each location or connection shall be deemed a separate account.

6. 4-Customer shall not increase connected load or change the character of telecommunications devices and

other equipment without providing written prior notice to PWP of at least 30 days. Customer shall furnish
PWP written notice of any change in the connection configuration, rated electrical load, or operating
characteristics of such equipment. In event customer does not provide such written notice, PWP may
estimate customer's actual energy use and back bill the customer.

7. From-timeto-time,-PWP may audit customer's equipment using a temporary meter. Customer's fixed
electric rate shall be adjusted based upon the results of the audit. Customer shall provide eCity personnel



with access to customer's equipment and provide assistance as necessary to complete the audit within
seven calendar days of written request.

13.04.090 Street lighting and traffic signal service: (Schedule SL)

The raterms and conditions of services hereunder shall be as-provided by Schedule SL, as feHews:found in
the Electric Utility Rate Resolution.

SCHEDULESL

S Liahti | Traffic Sicnal

A. A-Applicability. Applies to outdoor street, highway and area lights and traffic signals, whether publicly or
privately owned, where the poles, electrolier standards and lighting equipment are owned by the customer.
For such lights as are burned from 30 minutes after sunset to 30 minutes before sunrise, 4140 hours of
service per year will be used for cost calculation purpose.

B. B:-Rate. Unmetered street lighting and signs not included in the flat rate section will be billed under the
metered rate section using the hours of service per year set forth in subsection A. Unmetered load, including
without limitation, traffic signals, street lighting, signs with extended hours of operation, bus shelters, and
irrigation controllers will be billed under the metered rate section by extrapolating usage from a sample test
metering period. All services covered under th|s sectlon whether billed under the flat rate or metered rate
section shall als&be gebilled in

1-Flat Rate—Lamp-Size Monthly Charge
PRerLamp{$)
lreondeseont
1.000-lumens $0-94
LEo0lumens 111
2500 lumens 195
4-000-lumens 314
6,000 lumens 447
10,000 lumens 679
Eadks 028
EOvratts e ]
102 etk 120
AECyuatts 128
202 watts 254
303-watts 380
MereurMapor
3-500-lumens 161
7000 lumens 264
11000 lymens 25
20,000 lumens 580
35.000-lumens 981
54,000 lumens 1387
Fluorescent
213 watts 258
A 24
Hichp Sodi
2E- et 5%
EO-yuatts o2



AL otk 243
200tk 2:69
250-watts 394
310-watts 481
400-watts 598
4—60-watts unit-busstop 4.82
2 AQeatisuriishussien 182
ekl Halide 2:99

13.04.100 Service regulations and charges-

A.

The general manager of the waterand-pewerdepartmentDepartment shall, from time to time, approve
service regulations and procedures relating to conditions of service, application, administration and

interpretation of rates, or to any other provision of this chapter; provided, however, that any proposed new or
revised charges or fees for reconnections and for various special services not otherwise provided for in this
chapter shall be effective upon adoption thereof by resolution of the eity-eeuneiCity Council. No later than 30
days prior to the effective date of any amendments to such regulations, the proposed amendments shall be
posted on PWP's website and the eity-ceuneiCity Council shall be notified in writing of such proposed
amendments.

On failure to comply with the service regulations of the dDepartment, or to pay charges, or to comply with
penalties imposed for such failure as herein provided, electric service may be turned off until the regulations,
charges, or said penalties are complied with or payment is made of the amount due.

13.04.110 Meter and service installation-

All meters and services shall be installed and located in accordance with specifications and drawings entitled
“Eleetriedetailed in the Electrical Service Requirements,-Regutation-Ne—21— Regulations set forth by PWP. In the
event that meter and service connections are not so installed, the dDepartment will delay making service
connections to such premises until the service requirements are satisfied. Demand meters will be adjusted to
measure the maximum integrated demand over a 15-minute interval, or if the demand is of an intermittent

character, PWP may adjust the meters to measure the demand during a shorter interval.




All meters and services shall be installed and located in accordance with specifications and drawings detailed in the
Electrical Service Requirements Regulations set forth by PWP. In the event that meter and service connections are
not so installed, the Department will delay making service connections to such premises until the service
requirements are satisfied. Demand meters will be adjusted to measure the maximum integrated demand over a
15-minute interval, or if the demand is of an intermittent character, PWP may adjust the meters to measure the
demand during a shorter interval. Advanced Meters with Interval Read Capability will be the standard of
installation, customers wishing to opt out are subject to fees as stated in the Utility Rate Resolution.

Advanced Meters with Interval Read Capability will be the standard of installation, customers wishing to opt out
are subject to fees as stated in the Utility Rate Resolution.

13.04.120 Inspections-

A. Entry on Premises. Department employees may enter private premises to make inspections or examinations of
wires, fixtures or attachments, to read meters, or to determine if there has been unlawful tampering with
department equipment, devices or seals, or unlawful installation of devices to evade department metering of
energy. Department employees whose duty it is to enter upon private premises will be provided with a badge
or other identification. Such identification shall be shown to customer at the time of entry on customer's
premises.

B. Interference with Authorized Employees. The general manager may discontinue service of electrical energy to
any premises after written notice to the customer of his intent to do so, for the following causes:

1. The customer has refused admittance to an authorized employee, at a reasonable hour, in the
performance of his duty; or

2. The customer, by his personal conduct, or by maintaining a dangerous condition or vicious animal upon
the premises, has hindered or interfered with an authorized employee in the performance of his duty.
The general manager shall serve such notice by mailing one copy to the customer at his last known
address, and one copy to the premises, if a different address. The general manager need not reconnect
the service until the customer has given satisfactory assurance to the general manager that an
authorized employee will not be interfered with or hindered, or refused admittance, in the performance
of his duty.

C. Access to electric meters at the customers facilities shall be provided at all times. If access to the customers
meter is prohibited by a locking device on a gate, door or other access entries, customers shall provide PWP
with a key to allow access by meter readers or other authorized personnel for the purpose of inspecting
and/or maintaining and/or reading the meter. PWP is authorized to install at the customer's facility a lock box
accessible only to PWP authorized personnel for the purpose of securing the key on site to gain ready access
to the customer's electric meter.

D. PWP may inspect or test any power equipment and estimate or measure the demand, starting currents,
power factor or other characteristics of such equipment to determine proper billing or compliance with the
requirements of this chapter.

13.04.125 Private underground electric vaults-

A. Onreasonable notice, typically within five business days, the dDepartment may enter upon private property
to inspect, repair or replace any private underground electrical vault. It shall be the duty of the owner of a
private underground vault to: (i) make the vault freely accessible to department—employeesDepartment
employees; (ii) maintain the vault in good repair free from water or other unsafe conditions; and (iii) comply
with all state and local regulations applicable to underground electrical vaults. Any vault which fails to meet
these requirements is hereby deemed a nuisance-perse.




In event the condition of a private underground vault does not meet the requirements set forth in subsection
A of this section, the dDepartment may proceed with code enforcement proceedings pursuant to Chapters
1.24, 1.26 or 1.30 of the Pasadena Municipal Code. The dDepartment may also, in its discretion, remediate the
condition of any private underground vault. Prior to such remediation, the dDepartment shall notify the vault
owner of the problems to correct and the time for correcting them. If the problems are not timely corrected,
the dDepartment shall notify the vault owner of the dDepartment's proposed solutions to the problems and
the department's cost to complete them. The vault owner shall have the right to contest the dDepartment's
proposed action by filing an administrative appeal with the general manager of the dDepartment not later
than ten days from the date set forth on the dDepartment's notice. In event an appeal is not timely taken, the
dDepartment's proposed action shall be the final administrative decision and no resort to the courts may be
taken therefrom due to failure to exhaust remedies.

All costs of remediating the condition of a private electrical vault shall be the responsibility of the vault owner.
Such costs shall be billed to the vault owner according to the normal billing procedures and requirements
applicable to departmentcustomers. In event the vault owner does not timely pay in full, the dDepartment
may exercise any remedies available to it under this code or other law, including shut-off of electrical service
to the premises served by the private underground vault. Costs incurred by the éDepartment in remediating
the condition of a private underground vault shall also be recoverable in any proceeding brought pursuant to
Chapters 1.24, 1.26 or 1.30 of the Pasadena Municipal Code.

13.04.130 City not liable for damages relating to delivery failures-

The €City is not liable for any damage to persons or property caused in any manner by the use or application

of electric current, nor is it liable for any damage caused by its failure to deliver current, proper voltage or
frequency, all or part of 3three-phase current, or electrical energy for any length of time.

13.04.140 Financial responsibility—Delinquency penalty-

A.

Customer Liability. The customer is responsible for and shall pay the €City for all electrical energy delivered to
the premises as registered on the €City meter. The meter bill is due and payable when rendered; and is
delinquent 3621 days after the date rendered. If delinquent bills for any electrical service are not paid upon
presentation, such service may be discontinued without further notice. In addition, there shall be assessed-a
penalty assessment for delinquent bills pursuant to Section 1.08.080. The amount of such penalty shall be as
set forth on the general fee schedule.

Responsibility for Schedule. It is the responsibility of the customer to determine that he is being served under
the proper schedule. In the event the customer feels he is not being so served, he shall file with the
dDepartment a written statement, stating the reasons therefor. The dDepartment shall then promptly make
an investigation and shall inform the customer in writing of its conclusions, and shall adjust the rate or not,
accordingly. Department is not liable for excess charges to customer prior to the time customer files the
written statement.

Deposits. The general manager of the dDepartment may require a deposit in reasonable amount to guarantee
payment for electrical energy to be used subsequent to date of demand for such deposit. If any customer fails
to make such deposit after demand therefor, electrical service may be discontinued until the deposit required
has been made.

Reconnection Charge. If electrical service is disconnected for nonpayment of bills, nonpayment of required
deposit, by customer request or because of interference with authorized employees of departmentPWP, the
appropriate reconnection and special service charges, in addition to all previously accrued charges, shall be
made prior to reconnection of service.



13.04.150 Rate schedule changes-

A customer qualifying for a particular rate schedule will not be transferred to another rate schedule because
of temporary or seasonal conditions for the purpose of reducing the minimum or energy charges. Unless there is a
major change in the customer's type of load, a particular rate will continue in effect for at least 12 months- except
upon the adoption of Interval Read Capable Meters for billing, at which time customer may be automatically
enrolled in the Time-of-Use rates. If a major change in type of load occurs in less than 12 months, the dDepartment
may charge and collect $3-00-for each meter affected.

13.04.160 Meter readings combined-

Fhe-municipaHightandpowerdepartmentThe Department will not ordinarily combine meter readings for billing
purposes. However, in the event a consumer has brought out all ef-his electric leads to a central and convenient

location and more than one meter of a given class is deemed necessary by the dDepartment, the dDepartment
may combine the readings of such meters for billing purposes.

13.04.170 Transmission services charge-

A. The transmission services charge (TSC) is designed to capture the transmission revenue requirement (TRR) and
net cost savings from joining participating transmission owner (PTO) with California Independent System
Operator (CAISO) as defined in subsection (C)(4) of this section and shall be based on actual data obtained
from the €City's accounting system, forecast data obtained from the annual eperatienalplanbudget approved
by the eity-eeuneilCity Council, and updated forecast data prepared monthly by PWP.

B. PWP shall calculate the TSC on a-guarterlyan as needed basis; and therevised-vatueforthiseharge-shall

remain in effect for no less than three months.

C. For purposes of this section, the following definitions apply:

1. *Net cost savings from being a participating transmission owner with California Independent System
Operator (NCS PTO CAISO}*) means all PTO revenues received from CAISO, including, but not limited to,
PTO TRR, net firm transmission right {FFR}-revenues, and high voltage wheeling revenues less all
expenses paid to CAISO including, but not limited to, transmission access charges (TAC) and grid-
management charges. NCS PTO CAISO shall be subject to an adjustment by CAISO transmission revenue
balancing adjustment account.

2. =Transmission revenue requirement-—means is the sum of all costs related to the high-voltage
transmission of energy, including, but not limited to, all transmission contracts, wheeling fees, pertinent
labor and operating costs, associated general fund transfer, operating margin, debt service, and
{SOIndependent System Operator access fees, less the sum of all wholesale revenues received in
connection with the sale of any transmission entitlements.

D. The transmission services charge shall be calculated guartery-as follows:

1. Commencing July 1, 2002, a separate-transmission-services-charge-funrd{FSEHTSC account shall be

maintained for balancing costs and revenues associated with high-voltage transmission and related

services. Any transmission-access-charge-fund{FACHTAC over collection or under collection existing on
July 1, 2002 shall be depesitedmaintained in the FSEFTSC account balance.

2. The TSCE account balance shall be calculated as the sum of actual revenues from the TSC less the actual
TRR plus NCS PTO CAISO.

3. The transmission services charge shall be calculated based on the forecasts for the following twelve
months for TRR, NCS PTO CAISO, system energy sales, and the TSCF balance as follows:



[TRR Forecast - NCS PTO CAISO Forecast - TSCF Balance]
[System Energy Sales Forecast]

The resultof-the-formutaTSC shall be calculated and rounded to the nearest mill per kilowatt-hour. Fhis
hal - . o tobe impler .

The transmission services charge for customers served-underSchedulesM-2and-L-2-erferwhose service
are metered and delivered at 22k\-4 kV or higher shall be reduced by $ 0.00019 per kWh.

13.04.173 Power cost adjustment- (PCA)

A. A PoewerCost-Adjustment{PCA} shall be added to the energy services charge set forth in the service-schedules
ofthischapterElectric Utility Rate Resolution. Each customer shall pay the applicable energy services charge
plus a PCA for each kWh delivered to the customer.

B. The PCA shall be based on actual data obtained from the €City's accounting system, forecast data obtained
from the annual operational ptanbudget approved by the City Council, and updated forecast data prepared as

frequently as monthly by PWP.

C. PWP shall recalculate the PCA each-menthas frequently as monthly, and the resulting values for these charges
shall be autematicaly-implemented on the first day of the following month.

D. For purposes of this section, the following definitions apply:

1.

+"Energy Coests“meanscosts"” is the sum of all costs related to the procurement and generation of
energy for delivery to Ful-ServiceRetail Customers, including, but not limited to, Power Production Costs
and Purchased Power Costs, operating margin, debt service and the general fund transfer associated
with these costs.

2-"Energy CestForecast—weans-cost forecast" is the forecast of projected Erergy-Costsenergy costs for

the twelve months immediately following the last actual billing period. Fhisforecastshal-be-updated
FasRd e A,

3-"Energy Services-Charge RevenuveForecast—meansservices charge revenue forecast" is the forecast of
projected Energy-Services-ChargeRevenue-energy services charge revenue for the twelve months
|mmed|ately foIIowmg the last actual billing perlod Jiheeﬂepgy—seﬂﬂee&eha%geuset—feﬁh%—the—sehedmes

4-"Energy revenue credit" is a percentage of the Whelesale Nettnreemewholesale net income used to

reduce the Enrergy-Charge-TheEnergy-RevenueCreditshall-beappliedenergy charge. The energy
revenue credit is 75% of the wholesale net income, when the—WhelesaJr&NeHnemgreater than zero

5"Energy revenue forecast" meansis the forecast of projected Erergy-Revenve-Creditsenergy revenue
credits for the twelve months immediately following the last actual billing period. Fhis-forecastshat-be

eeptadmeninb b DI,

6-"Fuel costs" means the sum of the cost of fuel gas consumed, the cost of fuel oil consumed, and the
cost of procuring, scheduling, testing and in-plant handling of that fuel gas and fuel oil. Fuel oil includes
both residual fuel oil and distillate fuel oil.




7. 8 Fullservice-energy'Retail Energy sales forecast" meansis the forecast of projected energy sales (in
kilowatt-hours) to-FuH-Service Customers for the twelve months immediately following the last actual

billing period. This forecast shall be updated monthly by PWP.

8. 9:"Power production costs" meansis the sum of all costs for the generation of electric energy at facilities
owned and operated by PWP, including, but not limited to, Fuel Costs, labor, operating and maintenance
expenses, materials, and emissions credits.

10. "Purchased power costs" meansis the cost of energy and ancillary services, including, but not limited to,
capacity and energy charges from third parties and all non-transmission charges charged by the
California Independent System Operator (I1SO).

11. "System energy sales" means the estimated total energy sales delivered to all customers.

12. "Wholesale net income" means the sum of revenues realized from wholesale energy and ancillary
service sales, less the associated production cost and purchased power cost attributable to the
wholesale sales.

[E—G.Reserved.]

H. The PCA shall be added to the energy service charge set forth in the service schedules, and shall be calculated
monthly as follows:

1. Commencing July 1, 2002, a-separate-Energy-Services-Charge-Fund{ESCF)energy services account

balance shall be maintained for balancing costs, revenues, and credits associated with energy delivered

4—The-Energy-Services-Chargeenergy services charge shall be calculated based on the Erergy-Cost-Foreeast;
Energy-Revenue CreditForecastFullService Energy Sales-Forecastand-the ESCFenergy cost forecast,

energy revenue credit forecast, retail service energy sales forecast, and the energy services charge
account balance as follows:
[Energy Cost Forecast—Energy Revenuye Credit Forecast—Fund Balancel
S[energy cost forecast - energy revenue credit forecast — energy services charge account balance]
[retail energy sales forecast]

The PCA shall be calculated based on the twelve month forecast of Erergy-ServicesRevenue Energy
CostEnergy-RevenueCreditFul-Service-Energy-Sales,-ESCFenergy services revenue, energy cost, energy

revenue credit, retail energy sales, energy services charge account balance and Funrd-Reserve
Targetaccount reserve levels as follows:

Iw

6[energy cost forecast - energy revenue credit forecast —

energy services charge account balance - energy services revenue forecast + reserve levels]

[retail energy sales forecast]

4. The result of the formula shall be rounded to the nearest milone thousandth per kilowatt-hour. This
shall be the PCA to be implemented.



13.04.178 Self-generation service- (Schedule SG)
Schedule SG
Self-G ion-Servi
A-Availability-Available-and-mandateryTo encourage the development of local renewable energy generation

by customer-generators, self-generation service shall be as provided by Schedule SG as follows and as found in the
Electric Utility Rate Resolution.

A. Applicability.

1. Applies to customers with self-generation or cogeneration not less than one megawatt capacity and
billing demand not less than 300 kW.

2. Customers shall sign an interconnection and metering agreement with PWP.

3. This schedule will be applied to each meter at point of delivery or receipt, and in no event will meter
readings be combined.B-Rates-

B. Self-generation service.

1. Rates for this service shall be the same-asforthescheduletime-of-use rates under which the customer would
ordinarily take service,with-the-following-exceptions:

2——na except, (1) in each month, billing demand will be the greater of the maximum fifteenl15 minute kW
of the absolute net pewerthattheelectricity delivered to customer received-from-erinjected-into-the
PWPRpowersystem-during the current month or preceding elevenll months-

3— and (2) in each month, the billing determinant for the Fransmission-Services-Chargetransmission
services charge shall be the sum, over the hours of the month, of the hourly net power that the customer
received from the PWP power system, but in no event less than zero for the month.

A Feoreonerschargesandonorgreredits sillingdeterminants?.  Customer shall beguarificdastellavis:

sha“—net—pay—a%ne#gy—@ha@e&%&haﬂ-msteaé—recelve SR-eRcEEva credlt-

a—7Fhe-in an amount equal to the net electricity delivered to PWP multiplied by the applicable energy eredit

e——3. Billing.



a. Customers shall receive a monthly or bi-monthly bill from PWP. Customers shall pay the outstanding
balance, if any, owed to PWP.

b. Credits shall be given to the customer in the form of offsets to charges on the customer's bilkfuture
electric bills. If, in any month, a customer's electric credits (including any credit carry-forwards from
previous months exceed that customer's charges;) the net credit will carry forward to the
customer's bill for the following twelve months. Credits shall expire upon termination of electric
service.

64. The customer shall be responsible to reimburse PWP for any and all upgrades to PWP's power system
which are necessary due to the customer's generation, including, without limitation, metering
equipment.

13.04.179 Green power service:

(Schedule GP)

Green-PewerService
Applicability. The charges set forth in this schedule apply to those customers who choose green power service.
By subscribing to green power service customers will accelerate the procurement and development of
renewable energy resources by paying a green power premium which PWP will then apply to green power
procurement on behalf of such customers. Customers choosing this service shall either select a 100% Green
power service option or nominate the amount of green service in blocks of 100 kWh per month. All other rates
and charges for electric services apply to these customers as specified in their otherwise applicable schedule.
"Green power" as used in this section shall mean energy procured from an "Eligible renewable energy
resource" as defined in California Public Utility Code Section 399.12(e) to serve customers that have selected
Green power service.

Green Power Premium. The Green Power Premium shall be $0.018 per kWh of metered electricity use for
customers choosing 100% Green power service, or, $1.80 per month for each 100 kWh block of green power
nomination.

For customers enrolling after March 1, 2026, the Green Power Premium shall be established in the Electric

g

Utility Rate Resolution as of the enrollment date. the value of portfolio content category one (PCC1)
renewable energy credits (RECs) based on recent actual transactions by Pasadena Water and Power (S/MWh)

Use of Green Power. Consistent with PWP's Renewable Portfolio Standard Procurement Plan and Enforcement
Program, as may be amended from time to time, PWP shall account for energy procured on behalf of Green
power service customers separately from that procured for non-Green power service customers,-and-shal-net

The Green Power Premium shall not be included as gross income for purposes of calculating the light and

power fund transfer under Sections1407and 1408 of the Charter.




13.04.180 Theft of energy-

A. Inapplying for service the customer agrees that the department may install and maintain equipment on the
customer's premises for the proper metering of energy and distribution of current to prevent the theft
thereof. Any customer who tampers with department's equipment to avoid payment of the rates herein
prescribed, or to reconnect service that has been disconnected by department, is liable to punishment
therefor pursuant to law. Upon discovery of such tampering, the general manager may cause the service to be
disconnected and remove all equipment installed by the department forthwith. If the premises is vacant or the
equipment installed is no longer needed, such equipment may be removed at any time upon order of the
general manager of the department.

B. Any person or agency apprehended using electricity without permission from a power line, electrical service,
or other system connection will be charged for each occurrence a-minimum-of$300.00-orsuch-othercharge
as established by reselution-Electric Utility Rate Resolution of the eity-eeuneilCity Council, plus the cost of
electricity estimated to have been used. Investigation costs may be added thereto at the option of the general
manager.

13.04.190 Apparatus causing interference-

The department may disconnect any service on its lines to which is connected any device or apparatus
causing a distortion of the wave form of the voltage or current supplied, or generating or causing high frequency
electrical radiation or other electrical disturbance, which interferes with radio or television broadcast reception or
with other forms of communication, or with the operation of any of department's protection or control facilities.
The owner of such device or apparatus shall have a reasonable time within which to repair, modify or adjust, or to
agree to pay department's costs of devices, apparatus and installation, to prevent interference.

13.04.200 Billing procedure=

A. The rates established apply basically to monthly periods. The meter reading dates shall be determined by the
dDepartment and bills will be rendered monthly or bimonthly at the option of the department. Bimonthly bills
will be computed by doubling the monthly energy block and the monthly customer or minimum charge. When
service to a customer is initiated or terminated between regular meter reading dates for a particular premises,
the bill will be prorated on a basis established by the general manager.

B. Notwithstanding anything in this chapter to the contrary, billing may be made and charges collected for
service furnished hereunder to any customer at such times as the department considers to be in the best
interests of the department and the customer so billed. Charges billed for a period of more than Zone month
are made as though monthly meter readings had been taken and had shown equal use of service each month
within the period and charges had been billed monthly thereon.

13.04.210 Gaseous lighting units

All vapor or discharge tube type lighting units, such as neon, argon and fluorescent lighting, shall include
power factor corrective equipment so that the overall power factor shall not be less than 90%. All installations of
corrective equipment rated at 250 volt-amperes or more shall be approved by the Department.

13.04.220 Added load-

Customers shall notify and secure approval of déDepartment before adding any power load of 3 HRhp or
appliance load of 3 KW or greater to an existing service.



13.04.230 Public benefit charge-

A. Pursuant to the requirements of Section 385 of the Public Utilities Code of the state of California, there is
established a nonbypassable, usage based public benefit charge on local distribution service for each kilowatt-
hour delivered to the customer.

B. The pu

C—The-departmentDepartment shall recalculate the public benefit charge guarterlyannually and the resulting
value for this charge shall be automatically implemented on the first day of the following month.

BC. For the purpose of calculating the public benefit charge, the following definitions shall apply:
1. "Public benefit cost" means expenditures pursuant to subsections (G)(1) through (G)(4), inclusive.

2. "Public benefit cost forecast" means the forecast of public benefit cost for the twelve months
immediately following the last billing period.

3. "Public benefit fund balance" means the sum of all prior revenues from the public benefit charge, less
the sum of all prior public benefit cost and committed public benefit cost.

4. "FullserviceRetail energy sales forecast" means the forecast of projected energy sales (in kilowatt-hours)
to all electric customers taking service under this chapter for the twelve months immediately following
the last billing period.

ED. The public benefit charge shall be calculated based on the public benefit cost forecast, the public benefit fund
balance, and the fuHretail service energy sales forecast as follows: the public benefit cost forecast minus the
public benefit fund balance, which sum shall be divided by the fulretail service energy sales forecast. The
result shall be rounded to the nearest mill per kilowatt-hour.

EE. In no event shall the public benefit charge be less than $0.00271 per kilowatt-hour.

GF. Moneys collected through the public benefit charge will be used exclusively to fund investments in any or all
of the following:

1. Cost-effective demand-side management services to promote energy efficiency, energy conservation,
and electric demand reduction;

2. New investment or incentives to promote the installation and use of renewable energy resources and
technologies consistent with existing statutes and regulations which promote those resources and
technologies;

3. Research, development and demonstration programs for the public interest to advance science or
technology which is not adequately provided by competitive and regulated markets; and

4. Services provided for low-income electricity customer, including but not limited to, targeted energy
efficiency service and rate discounts.

HG. This public benefit charge shall not be subject to any taxes or surcharges imposed pursuant to the Pasadena
Municipal Code.

tH. This public benefit charge shall not be included as gross income for purposes of calculating the light and power
fund transfer under Seetiens1407andSection 1408 of the Charter.
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February 23, 2026
Honorable Mayor and City Council

ROUGH: Municipal Services Committee (February 10, 2026)

FROM: Water and Power Department
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BJECT: SET A DATE OF MARCH 2, 2026, TO CONDUCT A PUBLIC HEARING
FOR RECOMMENDED ELECTRIC RATE ADJUSTMENTS AND
DIRECT THE CITY ATTORNEY’S OFFICE TO PREPARE AN
ORDINANCE AMENDING THE LIGHT AND POWER RATE
ORDINANCE AND ADOPT THE UTILITY RATE RESOLUTION

COMMENDATION:

It is recommended that the City Council:

1)

2)

3)

4)

EX

Find that the proposed action is not a project subject to the California Environmental
Quality Act (CEQA) pursuant to Section 21065 of CEQA and Sections 15060(c)(2),
15060(c)(3), and 15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the project;

Set a date of March 2, 2026, to conduct a public hearing for the recommended
electric rate adjustments, with changes to take effect on March 10, 2026, or as soon
thereafter as practicable;

Direct staff to prepare the Utility Rate Resolution using a two-year, three-phase rate
adjustment (effective March 10, 2026, October 1, 2026, and March 1, 2027); and

Direct the City Attorney’s Office to prepare an ordinance within 20 days amending the
Light and Power Rate Ordinance, Title 13, Chapter 13.04 — Power Rates and
Regulations, to reflect the proposed electric rate adjustments, eliminate outdated or
obsolete provisions, and align the ordinance with current industry best practices.

ECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) has completed a comprehensive Electric Rate
Study to ensure that electric rates remain equitable, cost-based, and aligned with the
City’s long-term goals of fiscal responsibility, infrastructure modernization, and
achieving 100% carbon-free electricity by 2030. Conducted in partnership with NewGen
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Set a Public Hearing for the Recommended Electric Rate Adjustments
February 23, 2026
Page 2 of 5

Strategies and Solutions, LLC (“NewGen”), the study includes a full cost-of-service
(“COS") analysis, financial modeling, and extensive public engagement. The study
confirms that current electric rates are insufficient to meet projected revenue needs,
with a shortfall of approximately $67.9 million over 2 years.

In addition to the rate adjustments, PWP recommends a full restatement of the Light
and Power Rate Ordinance (Chapter 13.04) except for items related to Net Energy
Metering and any new provisions for local solar that will have further discussion. This
restatement will modernize the ordinance by eliminating outdated provisions, aligning
terminology with current industry standards, and streamlining governance by moving all
rate figures to the Electric Utility Rate Resolution. The updated ordinance also
anticipates future needs, including time-of-use pricing, advanced metering
infrastructure, and expanded support for distributed energy resources such as electric
vehicles.

PWP’s proposed rates remain among the most affordable in the region. The utility
continues to prioritize equity by offsetting fixed charges for income-qualified customers
and energy efficiency programs. Public engagement has been central to the process,
with outreach efforts including webinars, open houses, and a dedicated website.
Feedback from residential and commercial customers has informed the rate design and
highlighted interest in clean energy options, electric vehicle incentives, and bill
transparency tools. PWP recommends that the City Council set a public hearing for
March 2, 2026, to present the proposed rate adjustments and ordinance restatement,
and to gather community input. If approved, the new rates would take effect beginning
March 10, 2026, or as soon thereafter as practicable.

BACKGROUND:

The electric rate study has been ongoing since May of 2024 to review and rethink the
electric rates and rate ordinance. The rate study has included the following
presentations, approvals, and direction throughout the process:

. May 6, 2024 - Council approved of the contract with NewGen

. October 22, 2024 - Introduced the rate study and process

. January 13, 2025 - Approved the removal of the obsolete Direct Access
ordinance provisions

. March 11, 2025 - Presented the community engagement plan and strategy

. June 9, 2025- Amended the Stranded Investment Reserve provisions in the
municipal code and establish a Working Capital Reserve Policy

. June 24, 2024 - Presented Power Fund revenue requirements projections

and scenarios

. July 14, 2025 - City Council directed PWP to proceed in ratemaking with a
two-year rate adjustment plan

. December 15, 2025 - MSC directed staff to return to MSC with the cost-of-
service report and rate alternatives prior to recommending City Council set a
public hearing date

. January 13, 2026 - MSC requested advice from the City Attorney’s office prior
to setting a public hearing date
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ANALYSIS:

The following table represents a strategy to meet the revenue requirements for a two-
year study period sufficient to support the operating expenses and capital investments
for the study year period ending in FY2027. This alternative will draw down an
additional $32 million draw down of cash reserves if implemented in March 2026,
October 2026 and March 2027.

Table 1: Percentage Bill Adjustments by Class

Phase 1 Phase 2 Phase 3*

March 2026 October 2026 March 2027

Residential 7% 7% 7%
Commercial - Small 7% 7% 7%
Medium - Commercial 7% 7% 7%
Large - Commercial 7% 7% 7%
Street Lighting 7% 7% 7%
Traffic Signals 7% 7% 7%
Total System 7% 7% 7%

Pricing and impact schedules will be developed based on MSC direction and City
Council’'s approval.

RECOMMENDATIONS:

Staff recommends the adoption of the rate adjustments in order to meet the revenue
requirement needs to provide safe, reliable services to PWP customers at an affordable
rate.

Staff also recommends a restatement of a substantial portion of the rates ordinance as
the piecemeal approach has led to discontinuity and obsolete language unreviewed for
many years. A restatement enables a reorganization of the structure in a clear and
coherent format.

Implementation Timeline
PWP is recommending that a public hearing be set for March 2, 2026, to receive

comments on the recommended adjustments to the electric rates. Following the City
Council’'s action to set a date for the public hearing, the City Clerk’s Office will notice in
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accordance with standard procedures. Table 6 outlines the approximate timeline and
implementation schedule for the proposed rate actions.

Table 11: Timeline

Date Action ltem
March 2, 2026 Electric Rates Public Hearing
First and Second Reading of Updated Electric Rate
March 9, 2026 Ordinance
March 10, 2026 or as soon as . . .
practicable thereafter Effective Date of First Rate Action

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.

ENVIRONMENTAL ANALYSIS:

The establishment of a date to conduct a public hearing for the consideration of electric
rate adjustments and the drafting of related resolutions and ordinance amendments are
administrative actions that would not cause either a direct physical change in the
environment or a reasonably foreseeable indirect physical change in the environment.
Therefore, the proposed actions do not constitute a “project” subject to CEQA, as
defined in Section 21065 of CEQA and Section 15378 of the State CEQA Guidelines.
Since the action is not a project subject to CEQA, no environmental document is
required. Furthermore, the recommended electric rate adjustments themselves would
be statutorily exempt from CEQA. Section 15273 of the State CEQA Guidelines
identifies a statutory exemption for "Rates, Tolls, Fares, and Charges" and states (in
part) that:

a. CEQA does not apply to the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or their charges by public agencies which the public
agency finds are for the purpose of:

Meeting operating expenses, including employee wage rates and fringe benefits,
Purchasing or leasing supplies, equipment, or materials,

Meeting financial reserve needs and requirements,

Obtaining funds for capital projects, necessary to maintain service within existing
service areas, or

Obtaining funds necessary to maintain such intra-agency transfers as are
authorized by city charter.

o hON~
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FISCAL IMPACT:

The rate increases are expected to generate revenue of approximately $84 million
annually. The incremental revenues will be used to offset increased operating and
capital costs of the electric system.

Respectfully submitted,

1y

DAVID M. REYES

General Manager
Water and Power Department

Prepared by:

Ly%ne Chaimowitz g

Assistant General Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager
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Attachment A: Utility Rate Resolution Pricing

Description of Charge

Residential single-family service (R-1)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kWh on the first 350 kWh per month
Distribution Charge per kWh on the 351 to 750 kWh per month
Distribution Charge per kWh on use over 751 kWh per month
Transmission Charge per kWh per month

Energy Service Charge Flat Rate Option per kWh in the High Season
Energy Service Charge Flat Rate Option per kWh in the Low Season
Energy Service Charge Time-of-Use per kWh High Season On-Peak
Energy Service Charge Time-of-Use per kWh High Season Off-Peak
Energy Service Charge Time-of-Use per kWH High Season Critical Peak
Energy Service Charge Time-of-Use per kWh Low Season On-Peak
Energy Service Charge Time-of-Use per kWh Low Season Off-Peak
Energy Service Charge Time-of-Use per kWH Low Season Critical Peak
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Residential multi-family service (R-2)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kWh on the first 350 kWh per month
Distribution Charge per kWh on the 351 to 750 kWh per month
Distribution Charge per kWh on use over 751 kWh per month
Transmission Charge per kWh per month

Energy Service Charge Flat Rate Option per kWh in the High Season
Energy Service Charge Flat Rate Option per kWh in the Low Season
Energy Service Charge Time-of-Use per kWh High Season On-Peak
Energy Service Charge Time-of-Use per kWh High Season Off-Peak
Energy Service Charge Time-of-Use per kWH High Season Critical Peak
Energy Service Charge Time-of-Use per kWh Low Season On-Peak
Energy Service Charge Time-of-Use per kWh Low Season Off-Peak
Energy Service Charge Time-of-Use per kWH Low Season Critical Peak
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Small commercial and institutional service (S-1)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kWh per month

Transmission Charge per kWh per month

Energy Service Charge Flat Rate Option per kWh in the High Season
Energy Service Charge Flat Rate Option per kWh in the Low Season
Energy Service Charge Time-of-Use per kWh High Season On-Peak
Energy Service Charge Time-of-Use per kWh High Season Off-Peak
Energy Service Charge Time-of-Use per kWH High Season Critical Peak
Energy Service Charge Time-of-Use per kWh Low Season On-Peak
Energy Service Charge Time-of-Use per kWh Low Season Off-Peak
Energy Service Charge Time-of-Use per kWH Low Season Critical Peak
Minimum Monthly Charge (Customer Charge + Grid Access Charge)
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Medium commercial service - secondary (M-2)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Flat Rate Option per kWh in the High Season
Energy Service Charge Flat Rate Option per kWh in the Low Season
Energy Service Charge Time-of-Use per kWh High Season On-Peak
Energy Service Charge Time-of-Use per kWh High Season Off-Peak
Energy Service Charge Time-of-Use per kWH High Season Critical Peak
Energy Service Charge Time-of-Use per kWh Low Season On-Peak
Energy Service Charge Time-of-Use per kWh Low Season Off-Peak
Energy Service Charge Time-of-Use per kWH Low Season Critical Peak
Minimum Monthly Charge (Distribution Charge x 30kW + Customer Charge + Grid Access Charge)
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)

Current Rates

$8.96
$4.50
$0.01889
$0.14673
$0.10706
$0.01609
$0.07073
$0.06147
$0.14750
$0.04750
N/A
$0.11150
$0.05100
N/A
$0.06830

$8.96
$4.50
$0.01889
$0.14673
$0.10706
$0.01609
$0.07073
$0.06147
$0.14750
$0.04750
N/A
$0.11150
$0.05100
N/A
$0.06830

$9.42
$17.00
$0.06423
$0.01609
$0.06901
$0.06030
$0.10463
$0.05706
N/A
$0.06431
$0.05611
N/A
$26.42
$0.06830

$23.40
$250.00
$16.09
$0.01609
$0.07338
$0.06213
$0.10218
$0.06063
N/A
$0.06578
$0.05785
N/A
$756.10
$0.06830

Phase 1
Rates effective
3/2026

$11.00
$6.50
$0.03505
$0.14018
$0.25233
$0.01609
$0.05660
$0.04919
$0.11804
$0.03801
N/A
$0.08923
$0.04081
N/A
$0.05165

$11.00
$6.50
$0.03505
$0.14018
$0.25233
$0.01609
$0.05660
$0.04919
$0.11804
$0.03801
N/A
$0.08923
$0.04081
N/A
$0.05165

$14.70
$17.00
$0.06862
$0.01609
$0.09021
$0.07882
$0.13677
$0.07459
N/A
$0.08406
$0.07334
N/A
$31.70
$0.05165

$35.00
$250.00
$18.00
$0.01609
$0.09484
$0.08030
$0.13206
$0.07836
N/A
$0.08501
$0.07476
N/A
$825.00
$0.05165

Phase 2
Rates effective
10/1/2026

$12.60
$7.50
$0.04170
$0.16682
$0.30027
$0.01609
$0.07134
$0.06200
$0.14877
$0.04791
N/A
$0.11246
$0.05144
N/A
TBD

$12.60
$7.50
$0.04170
$0.16682
$0.30027
$0.01609
$0.07134
$0.06200
$0.14877
$0.04791
N/A
$0.11246
$0.05144
N/A
TBD

$18.20
$17.00
$0.07081
$0.01609
$0.12516
$0.10937
$0.18977
$0.10349
N/A
$0.11664
$0.10177
N/A
$35.20
TBD

$45.00
$250.00
$19.50
$0.01609
$0.12805
$0.10842
$0.17831
$0.10580
N/A
$0.11479
$0.10095
N/A
$880.00
TBD

Phase 3
Rates effective
3/1/2027

$13.10
$8.50
$0.04836
$0.19345
$0.34822
$0.01609
$0.06845
$0.05949
$0.14275
$0.04597
N/A
$0.10791
$0.04936
N/A
TBD

$13.10
$8.50
$0.04836
$0.19345
$0.34822
$0.01609
$0.06845
$0.05949
$0.14275
$0.04597
N/A
$0.10791
$0.04936
N/A
TBD

$20.50
$17.00
$0.07300
$0.01609
$0.14069
$0.12294
$0.21331
$0.11633
N/A
$0.13111
$0.11439
N/A
$37.50
TBD

$55.00
$250.00
$20.90
$0.01609
$0.14100
$0.11938
$0.19634
$0.11650
N/A
$0.12640
$0.11116
N/A
$932.00
TBD
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13.04.064
13.04.064
13.04.064
13.04.064
13.04.173
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.067
13.04.173
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.069
13.04.173
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.070
13.04.173
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.173

Medium commercial service - primary (M-1)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Flat Rate Option per kWh in the High Season

Energy Service Charge Flat Rate Option per kWh in the Low Season

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Minimum Monthly Charge (Distribution Charge x 30kW + Customer Charge + Grid Access Charge)
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Large commercial and institutional service—secondary (L-2)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Minimum Monthly Charge (Distribution Charge x 300kW + Customer Charge + Grid Access Charge)
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Large commercial and institutional service—primary (L-1)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Minimum Monthly Charge (Customer Charge + Distribution Charge x 300kW + Grid Access Charge)
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Extra-Large commercial and institutional service—primary (L-3)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Minimum Monthly Charge (Distribution Charge x 300kW + Customer Charge + Grid Access Charge)
Negotiated rate pursuant to agreement through a Long Term Contract as defined in section
Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Electric vehicle charging below 30 kW (EV-1)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kWh per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)

$29.75
$250.00
$11.49
$0.01590
$0.07154
$0.06121
$0.10128
$0.05977
N/A
$0.06481
$0.05713
N/A
$624.45
$0.06830

$47.91
$1,500.00
$18.76
$0.01609
$0.10394
$0.05843
N/A
$0.06579
$0.05659
N/A
$7,175.91
$0.06830

$53.90
$1,500.00
$11.89
$0.01590
$0.09852
$0.05580
N/A
$0.06617
$0.05629
N/A
$5,120.90
$0.06830

$53.90
$1,500.00
$11.89
$0.01590
$0.09852
$0.05580
N/A
$0.06617
$0.05629
N/A
$5,120.90
TBD
$0.06830

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

$0.06830

$44.50
$250.00
$12.50
$0.01590
$0.09246
$0.07911
$0.13089
$0.07725
N/A
$0.08376
$0.07383
N/A
$669.50
$0.05165

$75.00
$1,500.00
$20.70
$0.01609
$0.12780
$0.07184
N/A
$0.08089
$0.06958
N/A
$7,785.00
$0.05165

$84.40
$1,500.00
$18.00
$0.01590
$0.12114
$0.06861
N/A
$0.08136
$0.06921
N/A
$6,984.40
$0.05165

$84.40
$1,500.00
$18.00
$0.01590
$0.12114
$0.06861
N/A
$0.08136
$0.06921
N/A
$6,984.40
TBD
$0.05165

$14.70
$17.00
$0.06423
$0.01609
$0.13677
$0.07459
N/A
$0.08406
$0.07334
N/A
$0.05165

$57.20
$250.00
$13.50
$0.01590
$0.12484
$0.10681
$0.17674
$0.10430
N/A
$0.11310
$0.09969
N/A
$712.20
TBD

$87.50
$1,500.00
$22.10
$0.01609
$0.17707
$0.09954
N/A
$0.11208
$0.09640
N/A
$8,217.50
TBD

$98.50
$1,500.00
$19.00
$0.01590
$0.16783
$0.09506
N/A
$0.11272
$0.09589
N/A
$7,298.50
TBD

$98.50
$1,500.00
$19.00
$0.01590
$0.16783
$0.09506
N/A
$0.11272
$0.09589
N/A
$7,298.50
TBD
TBD

$20.50
$17.00
$0.00
$0.01609
$0.28840
$0.07210
N/A
$0.21630
$0.07210
N/A
TBD

$69.90
$250.00
$14.50
$0.01590
$0.13746
$0.11762
$0.19461
$0.11485
N/A
$0.12453
$0.10978
N/A
$754.90
TBD

$100.00
$1,500.00
$23.50
$0.01609
$0.19649
$0.11046
N/A
$0.12437
$0.10698
N/A
$8,650.00
TBD

$112.60
$1,500.00
$20.00
$0.01590
$0.18624
$0.10548
N/A
$0.12509
$0.10641
N/A
$7,612.60
TBD

$112.60
$1,500.00
$20.00
$0.01590
$0.18624
$0.10548
N/A
$0.12509
$0.10641
N/A
$7,612.60
TBD
TBD

$20.50
$17.00
$0.00
$0.01609
$0.28840
$0.07210
N/A
$0.21630
$0.07210
N/A
TBD
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13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.173
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.074
13.04.173
13.04.074
13.04.080
13.04.080
13.04.080
13.04.080
13.04.080
13.04.080
13.04.080
13.04.085
13.04.085
13.04.085
13.04.085
13.04.085
13.04.085
13.04.173
13.04.087
13.04.087
13.04.087
13.04.087
13.04.087
13.04.173

Electric vehicle charging at or above 30kW and less than 300 kW (EV-2)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Electric vehicle charging at or above 300 kW (EV-3)

Customer Charger per meter per month

Grid Access Charge per meter per month

Distribution Charge per kW of billing demand per month

Transmission Charge per kWh per month

Energy Service Charge Time-of-Use per kWh High Season On-Peak

Energy Service Charge Time-of-Use per kWh High Season Off-Peak

Energy Service Charge Time-of-Use per kWH High Season Critical Peak

Energy Service Charge Time-of-Use per kWh Low Season On-Peak

Energy Service Charge Time-of-Use per kWh Low Season Off-Peak

Energy Service Charge Time-of-Use per kWH Low Season Critical Peak

Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
City-Owned retail charging stations

Standby Service (SBY)

Distribution Charge per kW of standby capacity

Customer Charge

Grid Access Charge per meter per month

Minimum Monthly charge (if less than demand charge)

Standby service application charge on-time fee for each application or customer account
Reservation Charge

Unmetered rates- Non-demand (CE-1)

Customer Charge per meter per month (single-phase service)

Customer Charge per meter per month (three-phase service)

Distribution Charge per kWh of billing demand per month

Energy Service Charge Flat Rate per kWh in the High Season

Energy Service Charge Flat Rate per kWh in the Low Season

Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)
Unmetered rates- Demand (CE-2)

Customer Charge per meter per month

Distribution Charge per kWh of billing demand per month

Energy Service Charge Flat Rate per kWh in the High Season

Energy Service Charge Flat Rate per kWh in the Low Season

Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation)

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

$0.06830

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

$0.06830

$0.30 per kWh

$10.87000
N/A
N/A
$201.40000
$5.00000
N/A

$14.16

$19.07
$0.04475
$0.06901
$0.06030
$0.06830

$60.22

$10.87
$0.07338
$0.06213
$0.06830

$35.00
$250.00
$18.00
$0.01609
$0.13206
$0.07836
N/A
$0.08501
$0.07476
N/A
$0.05165

$75.00
$1,500.00
$20.70
$0.01609
$0.12780
$0.07184
N/A
$0.08089
$0.06958
N/A
$0.05165
TBD

TBD
TBD
TBD
TBD
TBD
TBD

$14.16

$19.07
$0.04475
$0.06901
$0.06030
$0.05165

$60.22

$10.87
$0.07338
$0.06213
$0.05165

$55.00
$200.00
$0.00
$0.01609
$0.28478
$0.07120
N/A
$0.21359
$0.07120
N/A
TBD

$165.00
$250.00
$0.00
$0.01609
$0.23218
$0.05805
N/A
$0.17414
$0.05805
N/A
TBD
TBD

TBD
TBD
TBD
TBD
TBD
TBD

$14.16
$19.07
$0.04475
$0.06901
$0.06030
TBD

$60.22
$10.87
$0.07338
$0.06213
TBD

$55.00
$200.00
$0.00
$0.01609
$0.28478
$0.07120
N/A
$0.21359
$0.07120
N/A
TBD

$165.00
$250.00
$0.00
$0.01609
$0.23218
$0.05805
N/A
$0.17414
$0.05805
N/A
TBD
TBD

TBD
TBD
TBD
TBD
TBD
TBD

$14.16
$19.07
$0.04475
$0.06901
$0.06030
TBD

$60.22
$10.87
$0.07338
$0.06213
TBD



13.04.090 Street lighting and traffic signal service (SL)

13.04.090 Incandescent 1,000 lumens per lamp per month $0.94 $1.08194 $1.26648 $1.36997
13.04.090 Incandescent 1,500 lumens per lamp per month $1.11 $1.27761 $1.49552 $1.61773
13.04.090 Incandescent 2,500 lumens per lamp per month $1.95 $2.24446 $2.62727 $2.84197
13.04.090 Incandescent 4,000 lumens per lamp per month $3.14 $3.61415 $4.23057 $4.57629
13.04.090 Incandescent 6,000 lumens per lamp per month $4.47 $5.14498 $6.02250 $6.51466
13.04.090 Incandescent 10,000 lumens per lamp per month $6.79 $7.81531 $9.14828 $9.89587
13.04.090 Incandescent 67 watts per lamp per month $0.86 $0.98986 $1.15869 $1.25338
13.04.090 Incandescent 69 watts per lamp per month $0.88 $1.01288 $1.18564 $1.28253
13.04.090 Incandescent 103 watts per lamp per month $1.30 $1.49630 $1.75151 $1.89464
13.04.090 Incandescent 150 watts per lamp per month $1.89 $2.17540 $2.54643 $2.75452
13.04.090 Incandescent 202 watts per lamp per month $2.54 $2.92355 $3.42218 $3.70184
13.04.090 Incandescent 303 watts per lamp per month $3.80 $4.37381 $5.11980 $5.53819
13.04.090 Mercury Vapor 3,500 lumens per lamp per month $1.61 $1.85311 $2.16918 $2.34644
13.04.090 Mercury Vapor 7,000 lumens per lamp per month $2.64 $3.03865 $3.55692 $3.84758
13.04.090 Mercury Vapor 11,000 lumens per lamp per month $3.66 $4.21267 $4.93118 $5.33415
13.04.090 Mercury Vapor 20,000 lumens per lamp per month $5.80 $6.67582 $7.81443 $8.45303
13.04.090 Mercury Vapor 35,000 lumens per lamp per month $9.81 $11.29134 $13.21717 $14.29727
13.04.090 Mercury Vapor 54,000 lumens per lamp per month $13.87 $15.96 $18.69 $20.21
13.04.090 Fluorescent 213 watts per lamp per month $2.68 $3.08469 $3.61081 $3.90588
13.04.090 Fluorescent 248 watts per lamp per month $3.14 $3.61415 $4.23057 $4.57629
13.04.090 High Pressure Sodium 35 watts per lamp per month $0.51 N/A N/A N/A
13.04.090 High Pressure Sodium 50 watts per lamp per month $0.72 N/A N/A N/A
13.04.090 High Pressure Sodium 70 watts per lamp per month $1.28 $1.47328 $1.72456 $1.86550
13.04.090 High Pressure Sodium 100 watts per lamp per month $1.76 $2.02576 $2.37128 $2.56506
13.04.090 High Pressure Sodium 150 watts per lamp per month $2.43 $2.79694 $3.27398 $3.54153
13.04.090 High Pressure Sodium 200 watts per lamp per month $3.09 $3.55660 $4.16321 $4.50342
13.04.090 High Pressure Sodium 250 watts per lamp per month $3.94 $4.53495 $5.30843 $5.74223
13.04.090 High Pressure Sodium 310 watts per lamp per month $4.81 $5.53632 $6.48059 $7.01018
13.04.090 High Pressure Sodium 400 watts per lamp per month $5.98 $6.88300 $8.05695 $8.71536
13.04.090 High Pressure Sodium 4—60 watts unit bus stop per lamp per month $4.82 $5.54783 $6.49406 $7.02476
13.04.090 High Pressure Sodium 2—40 watts unit bus stop per lamp per month $4.82 $5.54783 $6.49406 $7.02476
13.04.090 Metal Halide per lamp per month $3.99 $4.59250 $5.37579 $5.81510
13.04.090 Distribution Charge for metered street lighting per kWh $0.03923 $0.04515 $0.05286 $0.05717
13.04.090 Distribution Charge metered traffic signals and signs per kWh $0.05807 $0.06639 $0.07712 $0.08335
13.04.090 Distribution Charge Unmetered traffic signals and signs $0.05807 $0.06639 $0.07712 $0.08335
13.04.090 Transmission Charge per kWh per month $0.01609 $0.01609 $0.01609 $0.01609
13.04.090 Energy Charge per kWh $0.06500 $0.15918 $0.18633 $0.20156
13.04.173 Energy Service Charge Power Cost Adjustment (subject to change based on monthly calculation) $0.06830 $0.05165 TBD TBD
13.04.150 Rate schedule change

13.04.150 Load change in less than 12 months per meter affected $3.00 Not specified Not specified

B. Rates. Rates for this service shall be the same as for the schedule under which the customer
would ordinarily take service, with the following exceptions:

1. For self-generation service customers in the residential and small commercial and industrial
groups, the monthly customer charge and the distribution services charge shall respectively be the
same as those of the medium commercial and industrial class—secondary.

2.In each montbh, billing demand will be the greater of the maximum fifteen minute kW of the
absolute net power that the customer received from or injected into the PWP power system during
the current month or preceding eleven months.

3. In each month, the billing determinant for the Transmission Services Charge shall be the sum, over
the hours of the month, of the hourly net power that the customer received from the PWP power
system, but in no event less than zero for the month.

4. For energy charges and energy credits, billing determinants shall be quantified as follows:

a. For customers on seasonal flat energy rates, the monthly billing determinant shall be the net
power that the customer received from the PWP power system during the month.

b. For customers on time-of-use (TOU) energy rates, the billing determinant for each TOU period shall
be the net power that the customer received from the PWP power system during each period.

5. For any period during which the customer's net power received from the PWP power system is
negative (i.e., during which the customer injects net power into the PWP power system), the
customer shall not pay an Energy Charge but shall instead receive an energy credit.

a. The applicable energy credit periods shall be one month for customers on seasonal flat rates and
TOU periods for customers on TOU rates.

b. The energy credit for each period shall equal the product of:

1.The customer's net injection into the PWP power system during the period and PWP's average
power cost applicable to that period.

13.04.178 Self-generation service (SG)

13.04.179 Green power service (GP)

13.04.179 Green power premium per kWh $0.018 $0.018 $0.018 $0.018
13.04.179 Green power premium for 100 kWh block $1.80 $1.80 $1.80 $1.80
13.04.180 Theft of energy

13.04.180 Minimum charge per occurrence of energy theft $300.00 $300.00 $300.00 $300.00



February 23, 2026

TO: Honorable Mayor and City Council

THROUGH: Municipal Services Committee (February 10, 2026)

FROM: Water and Power Department

SUBJECT: SET A DATE OF MARCH 2, 2026, TO OPEN A PUBLIC HEARING FOR
ELECTRIC RATE ADJUSTMENTS AND DIRECT THE CITY
ATTORNEY’S OFFICE TO PREPARE AN ORDINANCE AMENDING

THE LIGHT AND POWER RATE ORDINANCE AND ADOPT THE
UTILITY RATE RESOLUTION

RECOMMENDATION:

It is recommended that the City Council:

1) Find that the proposed action is not a project subject to the California Environmental
Quality Act (CEQA) pursuant to Section 21065 of CEQA and Sections 15060(c)(2),
15060(c)(3), and 15378 of the State CEQA Guidelines and, as such, no
environmental document pursuant to CEQA is required for the project;

2) Set a date of March 2, 2026, to open a public hearing for the recommended electric
rate adjustments;

3) Direct staff to prepare the Utility Rate Resolution with a three-phase rate adjustment
plan (effective March 2026, October 1, 2026, and March 1, 2027); and

4) Direct the City Attorney’s Office to prepare an ordinance amending the Light and
Power Rate Ordinance, Title 13, Chapter 13.04 — Power Rates and Regulations, to
reflect the proposed electric rate adjustments, eliminate outdated or obsolete
provisions, and align the ordinance with current industry best practices.

MUNICIPAL SERVICES COMMITTEE RECOMMENDATION:

On February 10, 2026, the Municipal Services Committee received the report and
unanimously recommended that this item be placed on the February 23 agenda to open
a public hearing on March 2, and subsequently continue the public hearing to March 16.

MEETING OF AGENDA ITEM NO.
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EXECUTIVE SUMMARY:

Pasadena Water and Power (“PWP”) has completed a comprehensive Electric Rate
Study to ensure that electric rates remain equitable, cost-based, and aligned with the
City’s long-term goals of fiscal responsibility, infrastructure modernization, and
achieving 100% carbon-free electricity by 2030. Conducted in partnership with NewGen
Strategies and Solutions, LLC (“NewGen”), the study includes a full cost-of-service
(“COS”) analysis, financial modeling, and extensive public engagement. The study
confirms that current electric rates are insufficient to meet projected revenue needs,
with a shortfall of approximately $67.9 million over 2 years.

In addition to the rate adjustments, PWP recommends a full restatement of the Light
and Power Rate Ordinance (Chapter 13.04) except for items related to Net Energy
Metering and any new provisions for local solar that will have further discussion. This
restatement will modernize the ordinance by eliminating outdated provisions, aligning
terminology with current industry standards, and streamlining governance by moving all
rate figures to the Electric Utility Rate Resolution. The updated ordinance also
anticipates future needs, including time-of-use pricing, advanced metering
infrastructure, and expanded support for distributed energy resources such as electric
vehicles.

PWP’s proposed rates remain among the most affordable in the region. The utility
continues to prioritize equity by offsetting fixed charges for income-qualified customers
and energy efficiency programs. Public engagement has been central to the process,
with outreach efforts including webinars, open houses, and a dedicated website.
Feedback from residential and commercial customers has informed the rate design and
highlighted interest in clean energy options, electric vehicle incentives, and bill
transparency tools. PWP recommends that the City Council set a public hearing for
March 2, 2026, to present the proposed rate adjustments and ordinance restatement,
and to gather community input. If approved, the new rates would take effect beginning
March 167, 2026, or as soon thereafter as practicable.

BACKGROUND:

The electric rate study has been ongoing since May of 2024 to review and rethink the
electric rates and rate ordinance. The rate study has included the following
presentations, approvals, and direction throughout the process:

. May 6, 2024 - Council approved of the contract with NewGen

. October 22, 2024 - Introduced the rate study and process

. January 13, 2025 — Approved the removal of the obsolete Direct Access
ordinance provisions

. March 11, 2025 - Presented the community engagement plan and strategy

. June 9, 2025 - Amended the Stranded Investment Reserve provisions in the
municipal code and establish a Working Capital Reserve Policy

. June 24, 2024 - Presented Power Fund revenue requirements projections

and scenarios
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. July 14, 2025 - City Council directed PWP to proceed in ratemaking with a
two-year rate adjustment plan

. December 15, 2025 - MSC directed staff to return to MSC with the cost-of-
service report and rate alternatives prior to recommending City Council set a
public hearing date

. January 13, 2026 - MSC requested advice from the City Attorney’s office prior
to setting a public hearing date

ANALYSIS:

The following table represents a strategy to meet the revenue requirements for a two-
year study period sufficient to support the operating expenses and capital investments
for the study year period ending in FY2027. This alternative will draw down an
additional $32 million of cash reserves if implemented in March 2026, October 2026 and
March 2027.

Table 1: Percentage Bill Adjustments by Class

Phase 1 Phase 2 Phase 3*

March 2026 October 2026 March 2027

Residential 7% 7% 7%
Commercial - Small 7% 7% 7%
Medium - Commercial 7% 7% 7%
Large - Commercial 7% 7% 7%
Street Lighting 7% 7% 7%
Traffic Signals 7% 7% 7%
Total System 7% 7% 7%

Pricing and impact schedules will be developed based on MSC direction and City
Council’s approval.

The pricing for the residential customer and impact is detailed in Tables 2-4.
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Table 2: Residential Customer Class Proposed Pricing per Phase

Phase 1 Phase 2 Phase 3

Residential single-family service (R-1) Mar-26 Oct-26 Mar-27
Fixed Charges Customer Charge $ 8.96000 $11.00000 $12.60000 $ 13.10000
per month Grid Access Charge $ 450000 $ 6.50000 $ 7.50000 $ 8.50000
Demand Charges Distribution Charge: first 350 kWh per month $0.01889 $ 0.03505 $ 0.04170 $ 0.04836
per kWh Distribution Charge: 351 to 750 kWh $0.14673 $ 0.14018 $ 0.16682 $ 0.19345
Distribution Charge: over 751 kWh per month $ 0.10706 $ 0.25233 $ 0.30027 $ 0.34822
Transmission Charge $ 0.01609 $ 0.01609 $ 0.01609 $ 0.01609
Energy C;harges1 Energy Service Charge - High Season $ 0.07073 $ 0.05660 $ 0.07134 $ 0.06845
per KWh Energy Service Charge -Low Season $ 0.06147 $ 0.04919 $ 0.06200 $ 0.05949

Power Cost Adjustment? $ 0.06830 $ 0.05165 TBD TBD

! Flat rate option
2 Subject to change based on monthly calculation

Table 3: Residential Customer Class Price Changes per Phase

Phase 1 Phase 2 Phase 3 Phasel Phase2 Phase3
$Change $Change $Change % Change % Change % Change
Residential single-family service (R-1) Mar-26 Oct-26  Mar-27 Mar-26  Oct-26  Mar-27

Fixed Charges Customer Charge $ 204 $ 160 $ 050 l 23% l 15% I 4%

per month Grid Access Charge $ 200 $ 1.00 $ 1.00 . 44% l 15% l 13%

Demand Charges Distribution Charge: first 350 kWh per month 0.02¢ 0.01¢ 0.01¢ -5% l 19% I 16%

per kWh Distribution Charge: 351 to 750 kwh -0.01¢ 0.03¢ 0.03¢ l -4% l 19% l 16%

Distribution Charge: over 751 kWh per month 0.15¢ 0.05¢ 0.05¢ _ ' 19% l 16%

Transmission Charge 0.00¢ 0.00¢ 0.00¢ 0% | 0% 0%

Energy Charges' Energy Service Charge - High Season -0.01¢ 0.01¢ 0.00¢ l -20% I 26% E -4%

per kWh Energy Service Charge -Low Season -0.01¢ 0.01¢ 0.00¢ l -20% l 26% E -4%
Power Cost Adjustment2 -0.02¢ ‘ -24%

! Flat rate option
z Subject to change based on monthly calculation

Full rates and pricing are as stated in Attachment A: Utility Rate Resolution Pricing.

RECOMMENDATIONS:

Staff recommends adoption of the rate adjustments to meet the revenue requirement
needs to provide safe, reliable services to PWP customers at an affordable rate.

Staff also recommend an amendment to a substantial portion of the rates with a
reorganization of the structure in a clear and coherent format.

Implementation Timeline

PWP is recommending that a public hearing be opened March 2, 2026, to receive
comments on the recommended adjustments to the electric rates. Following the City
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Council’s action to set a date for the public hearing, the City Clerk’s Office will notice in
accordance with standard procedures. Table 6 outlines the approximate timeline and
implementation schedule for the proposed rate actions.

Table 11: Timeline

Date Action Item
March 2, 2026 Open Electric Rates Public Hearing
First and Second Reading of Updated Electric Rate

March 16, 2026 Ordinance

March 17, 2026 or as soon as

practicable thereafter Effective Date of First Rate Action

COUNCIL POLICY CONSIDERATION:

The recommendations are consistent with the City Council’s goals to maintain fiscal
responsibility and stability; improve, maintain, and enhance public facilities and
infrastructure; and increase conservation and sustainability.

ENVIRONMENTAL ANALYSIS:

The establishment of a date to conduct a public hearing for the consideration of electric
rate adjustments and the drafting of related resolutions and ordinance amendments are
administrative actions that would not cause either a direct physical change in the
environment or a reasonably foreseeable indirect physical change in the environment.
Therefore, the proposed actions do not constitute a “project” subject to CEQA, as
defined in Section 21065 of CEQA and Section 15378 of the State CEQA Guidelines.
Since the action is not a project subject to CEQA, no environmental document is
required. Furthermore, the recommended electric rate adjustments themselves would
be statutorily exempt from CEQA. Section 15273 of the State CEQA Guidelines
identifies a statutory exemption for "Rates, Tolls, Fares, and Charges" and states (in
part) that:

a. CEQA does not apply to the establishment, modification, structuring, restructuring, or
approval of rates, tolls, fares, or their charges by public agencies which the public
agency finds are for the purpose of:

1. Meeting operating expenses, including employee wage rates and fringe benefits,

2. Purchasing or leasing supplies, equipment, or materials,

3. Meeting financial reserve needs and requirements,

4. Obtaining funds for capital projects, necessary to maintain service within existing
service areas, or

5. Obtaining funds necessary to maintain such intra-agency transfers as are

authorized by city charter.
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FISCAL IMPACT:

The rate increases are expected to generate revenue of approximately $84 million
annually. The incremental revenues will be used to offset increased operating and
capital costs of the electric system.

Respectfully submitted,

2

DAVID M. REYES
General Manager
Water and Power Department

Prepared by:

-"F,-, . K. DAANELL il

Lynne Chaimowitz
Assistant General Manager
Water and Power Department

Approved by:

MIGUEL MARQUEZ
City Manager

Attachment A: Utility Rate Resolution Pricing
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