To:	Boulder City Council
From:	Steve Pomerance, Ken Regelson, Alison Burchell, Leslie Glustrom, Julie Zahniser. Many others have contributed ideas and discussion points in recent months, but shortness of response time did not allow time to get their formal approval. 
Re:	Study Session on Boulder’s Energy Future
Date:	June 3, 2010

We would like to make the following comments regarding direction that the Council should give to City staff based on the Study Session scheduled for this evening June 3, 2010. For your information, we only saw the materials late Tuesday night June 1, 2010 and our comments have been prepared quickly.  In the future we request adequate time to allow careful review by the full community on these important issues. 

Our recommendations at this time are as follows:  

1. Direct staff to explore other revenue options that could be used under a no- franchise scenario in addition to an occupation tax (which we support), including the following:

Section 3.5 of the existing franchise recognizes that:

“Payment of the franchise fee by the Company is accepted in lieu of any occupation tax or occupational license fee, tax, permit, or charge, or similar tax on the privilege of doing business….” 

If Xcel stops paying the franchise fee which it is collecting from its Boulder ratepayers, then the City should move ahead with a suite of taxes on Xcel for the privilege of doing business in—and taking over $100 million of revenue out of –our community. Below are some examples of areas that Staff should be analyzing with respect to Xcel doing business in our community. 

Undergrounding tax: Explore ways the City collect from Xcel the money that it extracts from all ratepayers to pay for undergrounding, and which Xcel threatens to deny to Boulder if no franchise is signed.

Permit fees: Since there are costs associated with issuing permits to Xcel to do construction and repair work, how could the City collect these costs, as it does from all private contractors?

Note: The memo seems to assume that that coming to agreement with Xcel on a franchise renewal and side agreement terms will guarantee a revenue stream to the City. This assumption is flawed. We believe that the franchise will be strongly opposed by a large segment of our community and will likely fail leaving the City without a revenue stream from what is probably one of the largest companies doing business within the City. For these reasons, it is essential to make a top priority out of developing tax and revenue measures that will provide an appropriate revenue stream from Xcel to the City of Boulder.
 
2. If the City wants to explore a future with Xcel, we suggest pursuing a franchise extension under the “Partnership for Rapid Decarbonization” approach; no more staff work is needed on this unless Xcel makes a written commitment to agree and participate fully. On the other hand, municipalization could be a very good choice for Boulder in the long run for both environmental and economic reasons, and, at this point, staff should direct the most effort to exploring this option. We do not support putting a franchise on the ballot this fall, even with the proposed side agreements; such a franchise does little to put Boulder on the path to a clean energy future, will consume significant time and resources, and is not likely to pass given the widespread distrust of Xcel. 

Staff has presented three options in the memo in section VII. The first option, extending the franchise and pursuing a partnership, is the only way to have any leverage at all if the Council wants to continue working with Xcel. The second option, signing a franchise, is outmoded and eliminates all bargaining power the City has to extract anything of significance from Xcel; their willingness to “partner” under such a scenario is virtually certain to be meaningless. This is true especially with a plain vanilla franchise like what is proposed even with the chocolate sprinkles that are in the side agreements. The third option, exploring municipalization is where the major effort should be exerted and is discussed below.

3. The public needs to be involved in this discussion; broadening public outreach is crucial.
In addition to the excellent staff proposals for open houses and a survey, we strongly suggest holding a forum with a panel of experts to discuss the pros and cons of the franchise and alternatives like municipalization. We also suggest hosting one or more visual mapping events to create a vision for our energy future and include local experts in the discussion as well as the creation of a broad-based advisory group as discussed below. 

4. The Decarbonization Tech Team should be involved up front in all the work for the next months. In addition, a larger, broad-based high-level group needs to be created to help ensure that more variety of input occurs.
At virtually every step of the way, the Decarbonization Tech Team has been either uninformed or informed after the fact. In addition, almost none of the Decarbonization Tech Team’s requests for information or action have moved forward. This does not work for the Council nor for the community; These factors plus the almost one year delay in creating the Decarbonization Tech Team are partially responsible for the City being almost out of time with much work still to be done. In addition, there are many more experts in Boulder who could contribute to this effort and they need to be in the discussion, and a larger group needs to be created with a clear, upfront understanding of their role. Most importantly, the process needs to be transparent, and not secret, as it has been to date.

5. City staff needs to explore specific scenarios that would help the Council and Boulder citizens distinguish what may occur under an Xcel franchise versus under a no-franchise municipalization future. This is in addition to bringing the RW Beck study up to date.

We have identified some scenarios and their critical issues; staff should identify other issues and generate further scenarios (with the help of the Tech Team). Here are a few of the scenarios that should be analyzed with respect to ease, timeline and cost when working with a municipal utility as compared to working with Xcel: 

· Purchase of power from providers other than Xcel – An innovative wind turbine designer wants to take advantage of the “Boulder brand” and is willing to cut a special deal if he sells to Boulder. Staff should consider the ease of various renewable energy providers contracting with a municipal utility versus through Xcel’s bidding process. 

· Creating a zero energy district like Fort Zed – Some Downtown property owners want to create a “zero-energy” district and shared PV, co-generation, and other energy services. Staff should consider ease creating such a district through a municipal utility as compared to working with Xcel.

· Overbuilding PV to take advantage of economies of scale – A home owner needs only 1/3 of her roof to go zero net, yet wants to build the other 2/3 to sell power to other city consumers. The marginal cost of this additional PV is much lower because of economies of scale. Staff should consider the ease of overbuilding PV while working with a municipal utility as compared to working with Xcel and the costs and uncertainty of going through Xcel’s bidding process.

· Doing local innovative or special projects – A group of restaurant owners want to create the “Tom Eldridge Memorial Methane Digester and Generator” that will use food wastes to generate electricity. The community is willing to support this innovative effort with a special rate and accelerated project review. Staff should contrast the process and issues under municipalization versus Xcel.

· Paying for the distribution system – Under municipalization, the City may end up buying out the distribution system. The City would presumably pay for this with tax exempt utility revenue bonds at a current rate around 4.25%. Under Xcel, city ratepayers pay for this same investment at Xcel’s weighted cost of capital, around 8.40%. Staff should contrast the costs/savings that could occur in this and other situations, including comparing rates under local muni’s with those of Xcel. Indeed, a fully-updated study of the municipalization option should be undertaken before proceeding with a renewed franchise with Xcel. 

6. Staff Should Begin Requesting Key Data from Xcel under the Terms of the Existing Franchise.

Section 6.1 of the existing franchise with Xcel states that: 

The Company shall submit reasonable financial and other necessary reports containing or based on information available from the Company’s books and records as the City may from time to time request with respect to operations of the Company under this franchise, provided that such information can be provided at a reasonable cost.

Under this provision of the existing franchise, the City Staff should request the following information in writing from Xcel:

	a) A simplified summary of all of Xcel’s rates for City residents and businesses and the tariff sheets where these rates can be found
	b) The aggregated total of the City of Boulder’s energy usage in kwh and peak demand in MW and the same information broken down by rate class and by feeder station
	c) The demand in MW by hour of the year and the corresponding load duration curve covering all 8760 hours of the year. 
	d) A list of all real properties and leasehold interests within the City as well as within the Boulder Valley Comprehensive Plan area, including a legal description and land area of the property as well as the original and current value of all of these properties and shall include a map showing the location of each listed property, as called for in Section 6.1 (2) of the current franchise agreement. 
	e) A description of and value of all distribution assets owned by the Company within the City of Boulder

Once this information is obtained, City Staff should consult with Council and Boulder citizens regarding other information that is needed for a thorough assessment of the City’s options with respect to its electricity provider.  

7. Direct Staff to Undertake an Assessment of Xcel’s Claims that “Windsource is the Solution.”

There is a long history of problems with Xcel’s Windsource program. These issues have been documented in various Public Utilities Commission (“PUC”) proceedings and decisions. In addition, citizens of Boulder have expressed significant dissatisfaction with the Windsource program for a variety of reasons.

 Staff should be directed to do in-depth investigation of the issues with Windsource by examining the PUC data and decisions and should  use the proposed survey to explore why only about 10% of Boulder citizens have bought into Windsource, despite extensive marketing efforts and in spite of citizen’s support for a more carbon free future as evidenced by their vote on the carbon tax. 

Some of the issues that we have heard regarding Windsource (“WS”) include:
· WS does not protect us from future carbon fees or taxes.
· Even if you are on Windsource, you still pay the Electric Commodity Adjustment (“ECA”) and so still face fuel cost increases.
· Ratepayers don’t trust Xcel.
· Xcel deceived customers by overselling WS a few years ago, and their fix did not actually provide any new renewable energy to compensate.
· WS is overpriced; For example, Poudre Valley’s newly announced renewable energy premium is 9 cents per 100 Kwh versus $2.16 for 100 Kwh from Xcel.
· WS doesn’t provide assurance of price stabilization: For example, it is understood that Austin, Texas (a municipal utility) does their WS equivalent with a long term guarantee of price
· Xcel used WS money in the past to buy RECs from power that had already been generated so had no CO2 benefit; they could do this again.
· WS may buy new renewable energy, but it doesn’t take any coal off line, and coal is the real CO2 problem. In fact with Comanche 3 coming on line, Xcel’s coal generation and consequent CO2 output have increased significantly.
· Xcel could cancel Windsource under a variety of circumstances, including if the Renewable Energy Standard is raised, or the cost of fossil fuel generated electricity becomes much higher (as coal fuel costs rise and a carbon tax or fee is imposed) so they risk stranded coal plants, or because the PUC squeezes out any excess profit. So why should we try to rely on it for the 20 year life of the franchise?

As always, we thank you for all your work on behalf of our City and we look forward to working together in the coming months to chart a clean energy future for community. 
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