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Dedicated to providing personal service to consumer‐owned utilities 

Dave Berg Consulting, LLC  |  15213 Danbury Ave W, Rosemount, MN 55068  |  612‐850‐2305   

www.davebergconsulting.com 

June 23, 2016 

Salem City Corp. 
30 West 100 South St 
Salem, UT 84653 
 
Subject:  Electric Rate Study 
 

Council Members: 

Dave Berg Consulting, LLC with  the assistance of NewGen Strategies and Solutions, has undertaken a 

study of the retail rates Salem City Corp (Salem) charges  its customers for electric service.   This report 

summarizes  the  analyses undertaken  and  the  resulting  recommendations  for  changes  to  the existing 

rates.   

The recommended rate adjustments have been made based on overall revenue and cash reserve needs 

of the utility and the results of a cost‐of‐service analysis.  We have recommended an overall increase in 

electric  rates  of  4.2%.    Additional  considerations  for  future  rate  adjustments  have  also  been 

recommended for the electric utility. 

Thank you for the opportunity to be of service to Salem through the conduct of this study.  We wish to 

express  our  appreciation  for  the  valuable  assistance  we  received  from  Salem  staff  relative  to  the 

execution of this study. 

Sincerely, 

Dave Berg Consulting, LLC 

 

David A. Berg, PE 
Principal 
 



 

 

Section 1 

Introduction 
 

Salem, Utah owns a municipal utility providing service to approximately 2,200 

retail electric customers.  The electric utility (Salem) is under the direction of the 

Salem City Council.  This report has been prepared by Dave Berg Consulting, 

LLC with assistance from NewGen Strategies and Solutions to examine the rates 

and charges for electric service in Salem City.  The study includes an 

examination of the allocated cost of service based on actual FY 2015 utility 

operations (Test Year).  It also includes projected operating results for FY 2016-

2020 (Study Period).  As a result of the analyses undertaken and reported on 

herein, electric rate recommendations have been developed for implementation 

by Salem. 

 

 



 

 

Section 2 
Projected Operating Results 

Existing Rates 
 

The rates charged for electric service by Salem, combined with other operating and 

non-operating revenues, must be sufficient to meet the cost of providing services to 

Salem’s retail customers.  This is necessary in order to ensure the long-term financial 

health of Salem.  The cost of providing electric service consists of normal operating 

expenses such as purchased power, distribution functions, customer and administrative 

functions, system depreciation expenses, capital improvements, debt payments and 

contributions to Salem City and other non-operating expenses.   

An analysis of the operating results for Salem during the FY 2016-2020 Study Period 

has been performed assuming the current retail rates and charges remain in effect for 

the electric utility through the Study Period.  This analysis has been done to determine 

the overall need, if any, for additional revenue through rates to meet projected revenue 

requirements.  The analyses and assumptions utilized in these projections are 

explained below. 

Estimated Revenues – Existing Rates 

Retail Sales 

Salem sells retail power and energy to residential and commercial customers.  Salem 

has recently been experiencing moderate growth in total retail sales to its electric 

customers; total sales growth after 2015 has been assumed to be approximately 3.6% 

per year through the Study Period.  The growth is in large part due to the addition of a 

new health care facility with an estimated peak usage of 500 kW.   

Exhibit 2-A is a summarized listing of Salem’s historical and projected electric operating 

results at existing rates.  The historical and projected revenues from retail sales of 
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power and energy to different groups of customers are included at the beginning of the 

exhibit under Operating Revenues.   

Other Operating Revenues 

Salem also receives revenue from other normal operating procedures.  These revenues 

are shown in Exhibit 2-A and include connection fees, hook-ups and other 

miscellaneous revenues.  

Utility Revenues combined with Other Operating Revenues results in Salem’s Total 

Operating Revenues. 

Revenue Requirements 

Purchased Power 

Salem currently meets its wholesale power requirements through its membership in the 

Utah Municipal Power Agency (UMPA).   

Salem’s actual retail sales and wholesale requirements for the FY 2015 Test Year are 

shown in Table 2-1.   

 

Table 2-1 
Retail Sales 

And Wholesale Requirements 
Item 2015 

Metered Retail Sales 32,256,634 kWh 

Losses/Unmetered (% of sales) 8.4 % 

Wholesale Energy 34,975,157 kWh 

Wholesale Peak 10,004 kW 
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For 2016-2020, annual wholesale requirements are projected to increase 3.5% per 

year. 

Other Operating Expenses 

Salem incurs other operating expenses associated with local electric system operations.  

Distribution operating and maintenance expenses are related to the substations, 

distribution lines and customer facilities located in Salem.   Administrative and general 

expenses are required for utility management, employee benefits, training and other 

administrative costs.  Non-wholesale power related expenses are based on 2015 

values, the 2016 budget and are generally estimated to increase by 2.2% per year after 

2016.   

Depreciation 

Salem has annual depreciation costs based on its system investments.  Depreciation 

during the Study Period is based on budgeted Salem amounts and future capital 

improvements.  Depreciation is a funded non-cash expense that generates monies 

available for annual capital improvements and reserves.   

Non-operating Revenue (Expenses) 

Salem’s non-operating revenue is primarily associated with impact fees.  

City Transfer 

Salem makes an annual operational transfer to the City’s general fund. 

Capital Improvements 

Salem makes annual normal capital investments in its electric system.  Annual electric 

capital improvements for the Study Period, as budgeted by Salem, are shown in Table 

2-2 below. 
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Table 2-2 
Capital Improvements 

 

Capital Item 2016 2017 2018 2019 2020 

Total Capital $20,000 $20,000 $25,000 $30,000 $30,000 

 

Debt Service 

Salem makes annual principal payments to a developer for funds advanced to Salem 

for a new substation.  There is no interest on the debt and principal payments are made 

based on 50% of annual impact fee revenue. 

Projected Operating Results – Existing Rates 

Based on the assumptions outlined above, the resulting projected operating results 

assuming continued application of the existing retail rates are summarized in Table 2-3 

for the electric utility.  A summary presentation of the operating results is shown in 

Exhibit 2-A. 

  



Projected Operating Results – Existing Rates 

- 5 - 

Table 2-3 
 Projected Operating Results 

Existing Rates 

Year 2016 2017 2018 2019 2020 

Operating Revenues $3,678,324 $4,071,447 $4,139,791 $4,213,291 $4,288,920 

Less Operating 
Expenses 

(3,592,465) (3,939,792) (4,066,696) (4,197,423) (4,314,866) 

Plus Non-Operating 
Revenues 

40,012 40,892 41,792 42,711 43,651 

Less City Transfers (338,686) (338,686) (338,686) (338,686) (338,686) 

Change in Net Position ($212,815) ($166,138) ($223,798) ($280,107) ($320,981) 

Net Position as 
Percent of Revenues 

-5.8% -4.1% -5.4% -6.7% -7.5% 

 

Cash Reserves 

A summary of the impact of the projected operating results on Salem’s cash reserves 

for the Study Period is shown at the end of Exhibit 2-A and in Table 2-4 below. 

As shown below, under existing retail rates and estimated revenue requirements over 

the Study Period, the cash reserves for the electric utility are projected to decrease from 

approximately $530,000 at the end of 2015 to approximately $160,583 by the end of 

2020. 
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Table 2-4 
Projected Cash Reserves 

Existing Rates 

Year 2016 2017 2018 2019 2020 
Beginning Balance $533,276 $490,957 $495,541 $437,848 $319,387 

Plus Change in Net Position (212,815) (166,138) (223,798) (280,107) (320,981) 

Plus Depreciation 210,502 211,168 212,002 213,002 214,002 

Less Capital Improvements (20,000) (20,000) (25,000) (30,000) (30,000) 

Less Debt Principal (20,006) (20,446) (20,896) (21,356) (21,825) 

Ending Balance $490,957 $495,541 $437,848 $319,387 $160,583 

Reserves as % of Revenue 13% 12% 11% 8% 4% 

 

 



Exhibit 2-A

Description 2014 2015 Escalation Factor 2016 2017 2018 2019 2020

Operating Revenues

Residential Sales Manual 2,371,009     2,408,708     2,452,050  2,498,698  2,546,232  

Commercial Sales Manual 1,210,815     1,564,482     1,587,565  1,612,399  1,638,434  

Industrial Sales Manual 60,000          60,954          62,052        63,232        64,434        

Subtotal - Charges for services 3,678,278  3,279,649       3,641,824     4,034,144     4,101,668  4,174,329  4,249,101  

Connect & Reconnect Fees 23,417             General Inflation 21,500          21,973          22,456        22,950        23,455        

Substation Hook-Up 466,967          General Inflation 10,000          10,220          10,445        10,675        10,909        

Other Operating Revenues 14,727        41,314             General Inflation 5,000             5,110             5,222          5,337          5,455          

Total Operating Revenues 3,693,005  3,811,347       3,678,324    4,071,447    4,139,791  4,213,291  4,288,920  

Operating Expenses

Power purchased 2,200,602  2,261,023       Manual 2,178,821     2,499,012     2,598,031  2,700,113  2,788,300  

O&M Excluding Purchased Power 998,928     1,245,641       General Inflation 1,203,142     1,229,611     1,256,663  1,284,309  1,312,564  

Depreciation Expense 206,697     209,835          Manual 210,502        211,168        212,002     213,002     214,002     

Total Operating Expenses 3,406,227  3,716,499       3,592,465    3,939,792    4,066,696  4,197,423  4,314,866  

Operating Income (Loss) 286,778     94,848            85,859          131,655        73,096        15,868        (25,946)      

Nonoperating Revenues (Expenses)

Other Non-Operating Revenue (Expenses) 204,396     179,431          General Inflation 40,012          40,892          41,792        42,711        43,651        

Total Nonoperating Revenues (Expenses) 204,396     179,431          40,012          40,892          41,792        42,711        43,651        

Transfers In (Out) (255,804)    (305,004)         Manual (338,686)       (338,686)       (338,686)    (338,686)    (338,686)    

Operating Surplus (Deficit) 235,370     (30,725)           (212,815)      (166,138)      (223,798)    (280,107)    (320,981)    

Beginning of Year Cash Reserves 445,881          533,276        490,957        495,541     437,848     319,387     

Plus Net Income (30,725)           (212,815)       (166,138)       (223,798)    (280,107)    (320,981)    

Plus Depreciation 209,835          210,502        211,168        212,002     213,002     214,002     

Less Capital Improvements (2,000)             (20,000)         (20,000)         (25,000)      (30,000)      (30,000)      

Less Debt Service Prinicpal (89,716)           (20,006)         (20,446)         (20,896)      (21,356)      (21,825)      

End of Year Cash Reserves 533,276          490,957        495,541        437,848     319,387     160,583     

Actual Projected

Projected Operating Results
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Cost-of-Service 
 

A cost-of-service analysis was performed to determine the allocated cost to serve 

each of Salem’s customer classes within the electric utility.  Customer classes 

exist, in part, because the cost to serve different kinds of customers varies.  The 

cost-of-service analysis has been performed on a FY 2015 ‘Test Year’ based on 

actual 2015 financials, operations and sales.  The results of the cost-of-service 

study give an indication of the degree of revenue recovery warranted for each 

class of customers.  A comparison of the allocated cost to serve a class of 

customers and the actual revenues received from that class is taken into 

consideration during rate design.  

Functionalization of Costs 

Salem’s Test Year electric revenue requirements have been divided into four 

functional categories.  These categories are described below. 

Power Supply – the power supply function is related to the cost of Salem 

transmission and purchases of wholesale power through UMPA and Southern 

Utah Valley Power. 

Distribution – distribution expenses are related to the Salem owned system for 

delivering power and energy to Salem customers.  They include local substation 

and distribution system costs. 

Customer – these costs are fixed costs associated with the service facilities 

utilized to deliver electric power and energy directly to customers.  They also 

include items such as meter reading, billing, collections and dealing with 

customers by customer service representatives. 
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Revenue – revenue related costs include transfers to the City and City related 

fees, other operating and non-operating income and utility margin. 

Table 3-1 below summarizes the functional electric costs for the 2015 Test Year.  

The detailed cost functions are shown in Exhibit 3-A. 

 

Table 3-1 
Functional Electric Costs 

2015 Test Year 

 

Component 

Revenue

Requirement 

Power Supply $2,362,328
Distribution 597,197
Customer 45,845
Revenue 274,279
Total $3,279,649

 

Classification of Costs 

Within each function, the revenue requirements have been divided into distinct 

cost classifications.  These cost classifications are described below. 

Demand Related – demand related costs are fixed costs that do not vary with 

hourly consumption.  Demand related costs are required to meet the overall 

demand of the system as expressed in kW.   

Energy Related – energy related costs vary based on hourly consumption in 

kWh. 

Customer Related – costs related to serving, metering and billing of individual 

customers. 
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Revenue Related – revenue related costs vary by the amount of revenue 

received by the utility. 

Exhibits 3-B through 3-D show the detailed classification of revenue 

requirements within the functions. 

Allocation of Costs 

Based on an analysis of customer class service characteristics, the classified 

costs summarized above were allocated to the major Salem customer classes.  

Allocation of costs was performed on a fully-distributed, embedded cost 

allocation basis.  Specific allocation factors were utilized in each of the cost 

classification categories as described below.  Exhibit 3-E contains a summary of 

the development of the various allocation factors. 

Demand Allocations 

Customer class demands on a system can be reflected in various ways.  Two 

primary demand allocation types were utilized in this analysis.  A common 

industry allocator known as Coincident Peak Demand (CP) allocator is utilized to 

allocate demand related costs based on each class’ contribution to the system 

peak demand each month.  A 12 CP demand allocator was utilized for power 

supply related demand costs.  A Non-coincident Peak Demand (NCP) reflects a 

class maximum demand regardless of when it occurs.  A 1 NCP method, an 

estimate of each class’ maximum annual demand on the system, was utilized for 

allocating local system demand related costs. 

Energy Allocations 

Each class’ share of energy requirements was used to allocate energy related 

costs.  The predominant energy related costs are the energy portions of the 

purchased power expenses.  These costs were allocated based on each class’ 
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estimated share of wholesale energy purchases, this is referred to as the Net 

Energy for Load (NEFL) allocator. 

Customer Allocations 

Two separate customer allocators were utilized.  The customer distribution 

allocator was used to allocate costs associated with the physical facilities 

required to serve individual customers.  The customer service allocator is for 

allocation of costs associated with customer service – meter reading, billing, 

collections and customer inquiries.  For both the customer distribution and 

customer service allocators, a weighted customer allocation factor is developed.  

Weighting factors are developed to represent the difference in service 

configurations between customer classifications.  For instance, a larger customer 

facility is required for a single large power customer than for a single residential 

customer, or a single large power customer requires more customer service than 

a single residential customer. 

Revenue Allocations 

Revenue related costs were allocated based on each class’ share of total 

demand, energy, customer distribution, customer service and direct costs. 

Cost of Service Results 

Based on the classifications and allocations described above, the estimated cost 

to serve each major class of customers for the 2015 Adjusted Test Year was 

determined.  Exhibit 3-F presents this analysis in detail.  Table 3-2 below 

summarizes the total allocated electric costs for each class compared to the total 

electric revenues received from the class during 2015. 
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Table 3-2 
 Electric Cost of Service Results 

Comparison of Cost and Revenues 
2015 Test Year 

Customer 
Classification 

Allocated 
Cost to Serve 

Revenues 

Residential $2,168,596 $2,096,401 

Commercial no Demand 50,282 52,579 

Commercial with Demand 983,368 1,079,696 

Industrial 77,403 50,975 

Total $3,279,649 $3,279,649 

 

The revenue requirements and revenues as allocated to each class and 

summarized above are shown on a total dollars basis.  Table 3-3 below makes 

the comparison based on percentages of total cost to serve and total revenues.  

The percentage increase/(decrease) in each class’ revenue shown below is the 

adjustment necessary to produce revenues from each class in accordance with 

the allocated cost to serve.  The percentage adjustments do not represent the 

recommended change in each class’ rates.  The cost-of-service results are one 

item for consideration in rate design.  It is important to note also that the 

adjustments shown in the table below would not change the total revenue 

received by the utility and are not indicative of overall revenue needs of the utility 

going forward.  Recommendations regarding rate design are included in Section 

4 of this report.   
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Table 3-3 
 Electric Cost of Service Results 

Comparison of % Cost and Revenues 
2015 Test Year 

Customer 
Classification 

Allocated 
Cost to Serve 

Revenues 
Increase/ 

(Decrease) 

Residential 66.1% 63.9% 3.4% 

Commercial no Demand 1.5% 1.6% -4.4% 

Commercial with Demand 30.0% 32.9% -8.9% 

Industrial 2.4% 1.6% 51.8% 

Total 100.0% 100.0% 0.0% 

 

As indicated above, Salem’s existing class revenues do not exactly match the 

allocated cost to serve each class.  Cost based rates are one of several goals in 

establishing rates.  The relationship between allocated costs and revenues for 

each class should be considered, in addition to other rate related goals, in 

developing recommended rates.  Small classes of customers often do not lend 

themselves well to an overall COS analysis, the comparison shown above for the 

industrial class should not be considered to be entirely indicative of the 

appropriate rate levels for that class.  

Per Unit Costs 

Based on the cost-of-service results shown above, the costs have been 

summarized on a per unit basis by customer class and class billing data.  These 

per unit costs resemble rates and represent another piece of information for use 

in rate design.  The resulting per unit costs by rate class are shown in Table 3-4  
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Table 3-4 
 Per Unit Electric Costs 

2015 Test Year 

Customer 
Classification 

Total 

Dmd 

($/kW) 

Energy 

($/kWh) 

Cust 

($/mo) 

Residential $8.43 $0.03711 $8.94 

Commercial no Demand $9.06 $0.03711 $8.94 

Commercial with Demand $10.80 $0.03711 $32.25 

Industrial $16.44 $0.03614 $233.16 

 



Exhibit 3-A

Line Description 2015 Adjustments Test Year Allocation Power Supply Distribution Customer Revenue Total

1 Power Production and Delivery Expense

2 Salaries 392,309          392,309     Distribution -                   392,309       -           -           392,309     

3 Employee Benefits 197,581          197,581     Distribution -                   197,581       -           -           197,581     

4 Clothing Allowance 3,831               3,831          Distribution -                   3,831            -           -           3,831          

5 Safety Equipment/Testing 12,424            12,424        Distribution -                   12,424          -           -           12,424        

6 Power System Maint & Repair 47,107            47,107        Distribution -                   47,107          -           -           47,107        

7 Equip Supplies/Inventory 31,840            31,840        Distribution -                   31,840          -           -           31,840        

8 Substation Repair 13,459            13,459        Distribution -                   13,459          -           -           13,459        

9 Professionals & Technical 25,365            25,365        Distribution -                   25,365          -           -           25,365        

10 Travel/Education 5,384               5,384          Distribution -                   5,384            -           -           5,384          

11 Power Purchased UMPA 2,261,023       2,261,023  Power Supply 2,261,023       -                -           -           2,261,023  

12 UMPA SCADA 3,769               3,769          Power Supply 3,769               -                -           -           3,769          

13 SUVP Payments 96,511            96,511        Power Supply 96,511            -                -           -           96,511        

14 Capital Outlay/Substation 46,590            46,590        Distribution -                   46,590          -           -           46,590        

15 Equipment Purchase 10,353            10,353        Distribution -                   10,353          -           -           10,353        

16 Motor Pool 30,128            30,128        Distribution -                   30,128          -           -           30,128        

17 Depreciation Expense 209,835          209,835     O&M x/PS -                   202,731       7,104       -           209,835     

18 Total Power Production and Delivery 3,387,508       -                 3,387,508  2,361,302       1,019,102    7,104       -          3,387,508  

19

20 Administrative & General

21 Meter Reader Salaries 7,798               7,798          Customer -                   -                7,798       -           7,798          

22 Employee Benefits 429                  429             Customer -                   -                429          -           429             

23 Office Exp & Supplies 518                  518             Customer -                   -                518          -           518             

24 Administrative Services 290,740          290,740     O&M x/PP 1,026               279,906       9,808       -           290,740     

25 Substation O&M 9,318               9,318          Distribution -                   9,318            -           -           9,318          

26 Public Safety Vehicle Fund 6,730               6,730          Customer -                   -                6,730       -           6,730          

27 Transfer Funds to Motor Pool 13,459            13,459        Customer -                   -                13,459     -           13,459        

28 Total Administrative & General 328,991          -                 328,991     1,026               289,223       38,741     -          328,991     

29

30 Other Expenses (Revenues)

31 Impact Fees (179,431)         (179,431)    Distribution -                   (179,431)      -           -           (179,431)    

32 Electric Hookup Fees (23,417)           (23,417)      Distribution -                   (23,417)        -           -           (23,417)      

33 Reconnect Fee (1,500)             (1,500)        Distribution -                   (1,500)          -           -           (1,500)        

34 Power Hook Up New Subdivision (466,967)         (466,967)    Distribution -                   (466,967)      -           -           (466,967)    

Functional Unbundling
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Line Description 2015 Adjustments Test Year Allocation Power Supply Distribution Customer Revenue Total

Functional Unbundling

35 Other Revenues (39,814)           (39,814)      Distribution -                   (39,814)        -           -           (39,814)      

36 Transfer Funds to General Fund 305,004          305,004     Revenue -                   -                -           305,004  305,004     

37 Utility Margin (30,725)           (30,725)      Revenue -                   -                -           (30,725)   (30,725)      

38 Total Other Expenses (Revenues) (436,850)         -                 (436,850)    -                   (711,129)      -           274,279  (436,850)    

39

40 Total Revenue Requirement 3,279,649       3,279,649  2,362,328       597,197       45,845     274,279  3,279,649  
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Line Description Test Year Allocation Demand Energy Total

1 Operating Expenses

2 Salaries -              Demand -                   -              -              

3 Employee Benefits -              Demand -                   -              -              

4 Clothing Allowance -              Demand -                   -              -              

5 Safety Equipment/Testing -              NA -                   -              -              

6 Power System Maint & Repair -              NA -                   -              -              

7 Equip Supplies/Inventory -              NA -                   -              -              

8 Substation Repair -              NA -                   -              -              

9 Professionals & Technical -              NA -                   -              -              

10 Travel/Education -              NA -                   -              -              

11 Power Purchased UMPA 2,261,023  UMPA 1,164,826       1,096,197  2,261,023  

12 UMPA SCADA 3,769          Demand 3,769               -              3,769          

13 SUVP Payments 96,511       Demand 96,511            -              96,511       

14 Capital Outlay/Substation -              NA -                   -              -              

15 Equipment Purchase -              NA -                   -              -              

16 Motor Pool -              NA -                   -              -              

17 Depreciation Expense -              NA -                   -              -              

18 Total 2,361,302  1,265,105       1,096,197  2,361,302  

19

20 Administrative & General

21 Meter Reader Salaries -              NA -                   -              -              

22 Employee Benefits -              NA -                   -              -              

23 Office Exp & Supplies -              NA -                   -              -              

24 Administrative Services 1,026          Demand 1,026               -              1,026          

25 Substation O&M -              NA -                   -              -              

26 Public Safety Vehicle Fund -              NA -                   -              -              

27 Transfer Funds to Motor Pool -              NA -                   -              -              

28 Total Administrative & General 1,026          1,026              -              1,026          

Power Supply
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Line Description Test Year Allocation Demand Energy Total

Power Supply

29

30 Other Expenses (Revenues)

31 Impact Fees -              NA -                   -              -              

32 Electric Hookup Fees -              NA -                   -              -              

33 Reconnect Fee -              NA -                   -              -              

34 Power Hook Up New Subdivision -              NA -                   -              -              

35 Other Revenues -              NA -                   -              -              

36 Transfer Funds to General Fund -              NA -                   -              -              

37 Utility Margin -              NA -                   -              -              

37 Total Other Expenses (Revenues) -              -                   -              -              

38

39 Total Revenue Requirement 2,362,328  1,266,131       1,096,197  2,362,328  
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Line Description Test Year Allocation Demand Customer Total

1 Operating Expenses

2 Salaries 392,309     O&M 308,550          83,759       392,309       

3 Employee Benefits 197,581     O&M 155,397          42,184       197,581       

4 Clothing Allowance 3,831          O&M 3,013               818             3,831           

5 Safety Equipment/Testing 12,424       O&M 9,771               2,653          12,424         

6 Power System Maint & Repair 47,107       PIS 25,021            22,086       47,107         

7 Equip Supplies/Inventory 31,840       PIS 16,912            14,928       31,840         

8 Substation Repair 13,459       Demand 13,459            -              13,459         

9 Professionals & Technical 25,365       O&M 19,950            5,416          25,365         

10 Travel/Education 5,384          O&M 4,234               1,149          5,384           

11 Power Purchased UMPA -              NA -                   -              -               

12 UMPA SCADA -              NA -                   -              -               

13 SUVP Payments -              NA -                   -              -               

14 Capital Outlay/Substation 46,590       Demand 46,590            -              46,590         

15 Equipment Purchase 10,353       PIS 5,499               4,854          10,353         

16 Motor Pool 30,128       O&M 23,696            6,432          30,128         

17 Depreciation Expense 202,731     PIS 107,680          95,051       202,731       

18 Total 1,019,102  739,772          279,330     1,019,102   

19

20 Administrative & General

21 Meter Reader Salaries -              NA -                   -              -               

22 Employee Benefits -              NA -                   -              -               

23 Office Exp & Supplies -              NA -                   -              -               

24 Administrative Services 279,906     Demand 279,906          -              279,906       

25 Substation O&M 9,318          Demand 9,318               -              9,318           

26 Public Safety Vehicle Fund -              NA -                   -              -               

27 Transfer Funds to Motor Pool -              NA -                   -              -               

28 Total Administrative & General 289,223     289,223          -              289,223      

Distribution
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Exhibit 3-C

Line Description Test Year Allocation Demand Customer Total

Distribution

29

30 Other Expenses (Revenues)

31 Impact Fees (179,431)    O&M (141,122)         (38,309)      (179,431)     

32 Electric Hookup Fees (23,417)      Customer -                   (23,417)      (23,417)       

33 Reconnect Fee (1,500)        Customer -                   (1,500)        (1,500)          

34 Power Hook Up New Subdivision (466,967)    Demand (466,967)         -              (466,967)     

35 Other Revenues (39,814)      Demand (39,814)           -              (39,814)       

36 Transfer Funds to General Fund -              NA -                   -              -               

37 Utility Margin -              NA -                   -              -               

37 Total Other Expenses (Revenues) (711,129)    (647,903)         (63,226)      (711,129)     

38

39 Total Revenue Requirement 597,197     381,093          216,104     597,197      

Page 2 of 2



Exhibit 3-D

Line Description Test Year Allocation Customer Total

1 Operating Expenses

2 Salaries -              Customer -              -              

3 Employee Benefits -              Customer -              -              

4 Clothing Allowance -              Customer -              -              

5 Safety Equipment/Testing -              NA -              -              

6 Power System Maint & Repair -              NA -              -              

7 Equip Supplies/Inventory -              NA -              -              

8 Substation Repair -              NA -              -              

9 Professionals & Technical -              NA -              -              

10 Travel/Education -              NA -              -              

11 Power Purchased UMPA -              NA -              -              

12 UMPA SCADA -              NA -              -              

13 SUVP Payments -              NA -              -              

14 Capital Outlay/Substation -              NA -              -              

15 Equipment Purchase -              NA -              -              

16 Motor Pool -              NA -              -              

17 Depreciation Expense 7,104          Customer 7,104          7,104          

18 Total 7,104          7,104          7,104          

19

20 Administrative & General

21 Meter Reader Salaries 7,798          Customer 7,798          7,798          

22 Employee Benefits 429             Customer 429             429             

23 Office Exp & Supplies 518             Customer 518             518             

24 Administrative Services 9,808          Customer 9,808          9,808          

25 Substation O&M -              NA -              -              

26 Public Safety Vehicle Fund 6,730          Customer 6,730          6,730          

27 Transfer Funds to Motor Pool 13,459       Customer 13,459       13,459       

28 Total Administrative & General 38,741       38,741       38,741       

Customer
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Exhibit 3-D

Line Description Test Year Allocation Customer Total

Customer

29

30 Other Expenses (Revenues)

31 Impact Fees -              NA -              -              

32 Electric Hookup Fees -              NA -              -              

33 Reconnect Fee -              NA -              -              

34 Power Hook Up New Subdivision -              NA -              -              

35 Other Revenues -              NA -              -              

36 Transfer Funds to General Fund -              NA -              -              

37 Utility Margin -              NA -              -              

38 Total Other Expenses (Revenues) -              -              -              

39

40 Total Revenue Requirement 45,845       45,845       45,845       
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Exhibit 3-E

Line Description Test Year Allocation Residential

Commercial 

No Demand

Commercial 

with Demand Industrial Total

Cost of Service

36 Allocation Factors
37

38 42,105            946               20,602            1,495           65,148            
39 12 Coincident Peak Demand 12CP 65% 1% 32% 2% 100%
40 8,144              203               2,284              215              10,846            
41 1 Non-Coincident Peak Demand for Distribution 1NCP 75% 2% 21% 2% 100%
42 142,973          3,074           48,586            2,430           197,063          
43 Sum of Maximum Demands SMD 73% 2% 25% 1% 100%
44 20,181,362    425,650       10,666,822    982,800       32,256,634    
45 kWh Sales kWh Sales 63% 1% 33% 3% 100%
46 21,899,798    461,894       11,575,098    1,038,367   34,975,157    
47 Net Energy for Load NEFL 63% 1% 33% 3% 100%
48 23,904            723               1,953              12                 26,592            
49 Count of Meter Months Meters 90% 3% 7% 0% 100%
50 23,904            723               7,812              360              32,799            
51 Customers - Distribution Weighting Cust. Distribution 73% 2% 24% 1% 100%
52 23,904            723               3,906              120              28,653            
53 Customers - Customer Service Weighting Cust. Service 83% 3% 14% 0% 100%
54 1,014,048      24,298         458,109          31,624         1,528,080      
55 Revenue Requirement RevReq 66% 2% 30% 2% 100%



Exhibit 3-F

Line Description Test Year Allocation Residential

Commercial 

No Demand

Commercial 

with Demand Industrial Total

1 Power Supply

2
Power Supply Demand Expense

 1,266,131 

12CP

          818,304           18,378           400,389          29,060        1,266,131 

3 Power Supply Energy Expense  1,096,197 NEFL           686,387           14,477           362,789          32,545        1,096,197 

4 Total Power Supply  2,362,328        1,504,692           32,854           763,177          61,605        2,362,328 

5

6 Distribution

7 Distribution Demand Expense     381,093 1NCP           286,146             7,145              80,243             7,558           381,093 

8 Distribution Customer Expense     216,104 Cust. Distribution           157,497             4,764              51,471             2,372           216,104 

9

Total Transmission & Distribution     597,197           443,644           11,909           131,714             9,930           597,197 

10

11 Customer

12 Customer Service and Account        45,845 Cust. Service              38,247             1,157                6,250                192              45,845 

13 Total Customer        45,845              38,247             1,157                6,250                192              45,845 

14

15 Revenue

16 Revenue Expense 274,279 RevReq           182,014             4,361              82,227             5,676           274,279 

17 Total Revenue     274,279           182,014             4,361              82,227             5,676           274,279 

18

19 Total Cost of Service 3,279,649 2,168,596 50,282 983,368 77,403 3,279,649
21

22 Percent of Cost of Service 100% 66.1% 1.5% 30.0% 2.4% 100.0%
23 Percent of Revenue 100% 63.9% 1.6% 32.9% 1.6% 100.0%
24 Difference 0% 3.4% -4.4% -8.9% 51.8% 0.0%
25

26 Classified Cost of Service
27 Customer Cost 285,856 213,608 6,461 62,989 2,798 285,856
28 Demand Cost 1,797,554 1,205,246 27,852 524,495 39,960 1,797,554
29 Energy Cost 1,196,240 749,029 15,798 395,898 35,515 1,196,240
30

31 Classified Unit Cost of Service
32 Customer Cost 10.75 8.94 8.94 32.25 233.16 10.75
33 Demand Cost 9.12 8.43 9.06 10.80 16.44 9.12
34 Energy Cost 0.03709 0.03711 0.03711 0.03711 0.03614 0.03709

Cost of Service



 

 

Section 4 
Proposed Rates 

 

Changes to rates are generally based on the overall need for revenues and results of 

the cost-of-service analyses.  The projected operating results at existing rates as 

presented in Section 2 of this report outlines the overall revenue needs of the electric 

utility.  Section 3 summarizes the cost-of-service results.  These factors have been 

considered in developing the proposed rates summarized in this section of the report. 

Proposed Rates 

Revenue Needs 

In Section 2, it shows that Salem’s projected annual change in net position declines 

from negative 5.8% of revenues in FY 2016 to negative 7.5% of revenues in FY 2020.  

Additionally, Salem’s projected cash reserves at current rates are expected to decrease 

from $490,957 at the end of FY 2016 to $160,583 at the end of FY 2020. The end of the 

Study Period projected reserves are less than 4% of annual revenues.  Based on these 

projected results, a 4.2% increase in utility revenues through rates is recommended.  

Our recommended rate adjustments by class are shown in Exhibit 4-A. 

Rate Design Adjustments 

The cost of service analysis summarized in Section 3 shows that the Commercial with 

Demand and, to a lesser extent, Commercial without Demand are providing a subsidy to 

the Residential and Industrial classes.  As Salem requires future rate adjustments, it 

may wish to consider implementing a higher increase for Residential and Industrial 

customers and a lower increase for Commercial without Demand and Commercial with 

Demand customers.   



Section 4 

 - 2 -

For Residential customers, Salem has a few customers with 400 amp services to their 

homes.  The standard service size in Salem is 200 amps for a residential customer.  

Customers with larger service sizes place more fixed costs on the system.  We have 

proposed a new rate class 102 for 400 amp and higher residential customers, for this 

rate the monthly charge is increased from $11 to $20, the rest of the rate is identical to 

the regular residential rate. 

After reviewing Salem’s current rate structures, we recommend adjustments be 

considered to the inclining block rate structure for classes with demand charges.  For 

those customer classes with a demand charge, including an inclining block energy rate 

in the rate structure unduly penalizes customers based solely on their size while the per 

kWh cost to service a customer does not necessarily increase with size.  Typically, 

inclining rate blocks are introduced to encourage energy efficiency.  However, because 

the Commercial with Demand class serves a wide variety of customers at various sizes, 

the selection of block sizes using a fixed kWh usage that effectively sends a pricing 

signal to efficiently use energy is not possible.  For example, any customer that uses 

less than 3,000 kWh/month under the current Commercial with Demand rate receives 

no pricing signal and receives a lower energy rate just for being small.  Conversely, 

customers that use significantly more than 3,000 kWh/month may be so far removed 

from the pricing point that they do not have any opportunity to react to the pricing signal.  

Additionally, a demand and energy rate is designed to promote efficient use of fixed 

system investments, customers with higher load factors (energy use relative to demand) 

pay a lower overall average per kWh.  For customers like these, efficient use of the 

system is more important than size.  However, the existence of the lower first block of 

energy provides some rate related relief for smaller customers given the $49 per month 

customer charge.  This monthly charge is relatively high for small Commercial 

customers; the lower first block of energy helps counter the customer charge for smaller 

customers.  We have provided two alternatives for proposed rates for the Commercial 

with Demand class.  The first option removes the tiered energy rate design and replaces 

it with a single energy charge in combination with the demand charge.  The second 
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option, labeled ‘Alternative’, maintains the current design to provide a slightly lower 

energy rate to smaller customers in this class. 

For the Industrial class, we recommend the inclining block energy rate design be 

replaced by a single energy block.  Additionally, we recommend that the demand rate in 

the Industrial class be increased.  Currently, the Commercial with Demand and 

Industrial rates have the same $10.99 demand rate.  However, the Industrial rate 

energy rates are lower than the Commercial with Demand rate.  This difference is not 

warranted by the costs to serve.  We initially recommend a $0.50 increase in the 

Industrial demand rate with additional increases in this component of the rate as 

additional utility revenues are needed.   

 

Projected Operating Results – Proposed Rates 

The rates recommended for Salem increase overall projected revenues for Salem 

beginning in FY 2017.  Table 4-1 below summarizes the revised projected operating 

results with a July 1, 2016 rate increase. 
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Table 4-1 
 Projected Operating Results 

New July 1, 2016 Rates 

Year 2016 2017 2018 2019 2020 

Operating Revenues $3,678,324 $4,237,469 $4,308,589 $4,385,072 $4,463,788 

Less Operating 

Expenses 
(3,592,465) (3,939,792) (4,066,696) (4,197,423) (4,314,866) 

Plus Non-Operating 

Revenues 
40,012 40,892 41,792 42,711 43,651 

Less City Transfers (338,686) (338,686) (338,686) (338,686) (338,686) 

Change in Net Position ($212,815) ($102) ($54,987) ($108,312) ($146,113) 

Net Position as 

Percent of Revenues 
-5.8% 0.0% -1.3% -2.5% -3.3% 

 

Cash Reserves – Proposed Rates 

A summary of the impact of the proposed rates on Salem’s cash reserves for the Study 

Period is shown in Table 4-2 below. 

As shown below, the proposed rates increase the estimated end of study period cash 

reserve level from $160,583 under existing retail rates to $842,092 under the proposed 

rates.  This represents an increase from 4% of revenues under existing rates to 19% of 

revenues under the proposed rates at the end of FY 2020.  We would recommend that 

Salem set a goal of a minimum level of cash reserves equal to 25% of revenues.  In 

order to achieve that level, Salem may wish to implement additional rate adjustments 

during the Study Period. 
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Table 4-2 
Projected Cash Reserves 
New July 1, 2016 Rates 

Year 2016 2017 2018 2019 2020 

Beginning Balance $533,276 $490,957 $661,576 $772,696 $826,029 

Plus Change in Net Position (212,815) (102) (54,987) (108,312) (146,113) 

Plus Depreciation 210,502 211,168 212,002 213,002 214,002 

Less Capital Improvements (20,000) (20,000) (25,000) (30,000) (30,000) 

Less Debt Principal ($20,006) ($20,446) ($20,896) ($21,356) ($21,825) 

Ending Balance $490,957 $661,576 $772,696 $826,029 $842,092 

Reserves as % of Revenue 13% 16% 18% 19% 19% 

 

Net Metering 

Based on the analyses contained in this study, we have identified several options for 

Salem’s consideration relative to rate provisions applicable to net metering of small 

distributed generation facilities at customer locations, most notably solar power 

installations.  Net metering is a billing mechanism where customers with distributed 

generation (like rooftop solar) are credited for electricity they deliver back to the 

distribution system.  For example, if a residential customer has a solar system on the 

home's rooftop, it may generate more electricity than the home uses during daylight 

hours. If the home is net-metered, the utility pays the customer for the excess 

generation.  The rate paid for the excess generation varies by state and utility. 

The State of Utah net metering policy requires Rocky Mountain Power and all rural 

electric cooperatives to offer a net metering tariff to their customers.  However, 

municipally owned utilities like Salem are not currently required to offer net metering, 

but they may if they desire.  Salem’s current net metering policy is to apply net metering 

to the standard tariff for users with less than 25kW of generation.  Under the current 

Salem net metering rate, a customer receives full retail price credit for energy it delivers 
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to the utility during periods when the on-site generator is producing more energy than 

the customer requires.  The customer can apply that payment/credit to its usage during 

times that the on-site generator is not producing energy.  Any excess generation 

(negative net energy) is not rolled over from month to month.   

Within the electric industry, there are numerous discussions about the economic and 

operational ‘fairness’ of net metering programs.  Distributed generation advocates argue 

that net metering programs help promote this beneficial program.  Others argue that net 

metering customers do not contribute sufficiently to the fixed cost of the electric grid, 

resulting in subsidies from non-net metering customers.  There are several potential 

rate approaches addressing the need for net metering customers to make a contribution 

to the fixed costs of the grid, even if their net use of energy during a billing period may 

be zero.  Based on the results of the cost-of-service study, we have examined the 

following rate scenarios and have designed cost based rates for your consideration.  It 

should be noted that due to the incompatibility of inclining block tiered rates with net 

metering, all designed cost based rates include only a single energy charge as opposed 

to the tired rate structure of the general tariff.  

 Current net metering policy 

 Higher monthly customer charge 

 Retail demand charge rate structure 

 Separate charge based on solar generating capacity 

 Minimum bill provision 

 Feed-in-tariff 

 

These options are discussed below. 
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Current Net Metering Policy 

Salem could opt to maintain its current net metering policy.  It is similar to standard net 

metering policies in place at numerous utilities nationwide.  It also reflects current Utah 

requirements on Rocky Mountain Power and cooperatives.  The current policy does not 

address cost based concerns about potential subsidies from regular customers to net 

metering customers. 

 

Higher monthly customer charge 

Credits that net metering customers receive for power generated do not generally apply 

to the fixed monthly customer charge paid by customers.  The fixed charge does not 

vary based on energy used by a customer.  Customer charges are meant to recover 

fixed charges incurred by the utility simply by having a customer connected to the 

system.  These can include meter reading, billing and customer services.  They may 

also include fixed system costs such as portions of the distribution system, service 

transformers, service lines and meter installations.  A higher customer charge can be 

designed to collect some or all of a customers allocated fixed costs of the local system.  

This rate design alternative could be applied to all customers or to just net metering 

customers.   

 

Retail demand charge rate structure 

Solar net metering customers purchase less net energy from the utility while still placing 

demands on the system during times when the solar units are not generating 

(evenings/nights).  This results in net metering customers having a much lower effective 

load factor for their service.  Under a customer charge/energy charge rate structure, it is 

not possible to adjust rates to reflect wide disparities in load factor.  Moving residential 

net metering customers to a demand and energy rate structure as is commonly done for 

non-residential customers can allow for contribution to fixed system charges by these 

customers despite their low energy use. 
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Separate charge based on solar generating capacity 

Net metering customers access the distribution system to deliver energy to the utility 

during over generation periods and to receive energy during low generation periods.  

Based on the size of the solar generation installation, a separate distribution access fee 

can be charged to a customer.  This charge is levied on a $/kW basis to reflect the fixed 

expense of the distribution system.  The charge can either be assessed on the total 

generation size or the generation size less the average demand of a typical residential 

customer.  For Salem, the average residential customer is estimated to have an 

average monthly peak demand of 6 kW.  As an example, a solar customer with an 8 kW 

system, they could be charged for the full 8 kW of demand or for 2 kW (8 kW generator 

capacity less the 6 kW average customer demand). 

 

Minimum bill provision 

Implementation of a simple minimum bill provision can ensure that net metering 

customers, as well as all customers, make a minimum contribution to system fixed 

costs.     

 

Feed-in-tariff 

Feed-in-tariffs are designed to pay for output of distributed generation at a ‘value of 

solar’ rate.  There is often discussion regarding what the value of solar should include 

relative to generation, transmission, distribution, environmental externalities and other 

costs.  For our analysis, we have assumed a value equal to the avoided average 

generation cost for Salem.  Under this type of scenario, the output that is exported to 

the system by the generator is not paid the full retail rate in a net metering arrangement.  

The customer receives a credit for the excess generation based on the feed in tariff 

rate. 

A proposed rate is shown in the following table for each of the rate arrangements 

discussed above.  These are cost based rates based on the FY 2015 test year included 

in the rate study.  The footnotes contain a brief explanation of the basis for the 

calculations.    
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 Net Metering Alternatives 

FY 2015 Test Year 

Item Rate 

Current net metering policy(1) Current rate 

Higher monthly customer 
charge(2) 

$27.77/mo. 
$0.07456/kWh 

Retail demand charge(3) 
$8.94/mo cust 

$8.43/kW-mo demand 
$0.03711/kWh energy 

Separate charge based on solar 
capacity(4) 

$3.10/kW-mo 

Minimum bill provision(5) $27.77/mo. 

Feed-in-tariff(6) $0.07456/kWh 

   (1) No change in current rate policy 
   (2) Customer unit cost plus distribution fixed cost for average customer plus 

production costs in energy. 
   (3) Cost based three-part rate for all services. 
   (4) Distribution fixed cost per kW. 
   (5) Equals higher customer charge computation. 
   (6) Allocated residential production cost. 

 



Exhibit 4-A

Current Proposed

Rate 101 - Residential City

Customer Service Charge ($/Month) 11.00               11.00                  

Energy Charge ($/kWh)

Tier 1 (First 500kWh) 0.08389           0.08793              

Tier 2 (501-999kWh) 0.09844           0.10318              

Tier 3 (1000kWh) 1.50                 1.50                    

Tier 4 (1001-1499kWh) 0.11752           0.12318              

Tier 5 (1500kWh) 2.50                 2.50                    

Tier 6 (All additional kWh) 0.12532           0.13136              

Rate 102 - Residential City - 400 amp service new rate

Customer Service Charge ($/Month) n/a 20.00                  

Energy Charge ($/kWh)

Tier 1 (First 500kWh) n/a 0.08793              

Tier 2 (501-999kWh) n/a 0.10318              

Tier 3 (1000kWh) n/a 1.50                    

Tier 4 (1001-1499kWh) n/a 0.12318              

Tier 5 (1500kWh) n/a 2.50                    

Tier 6 (All additional kWh) n/a 0.13136              

Rate 103 - Residential County

Customer Service Charge ($/Month) 11.00               11.00                  

Energy Charge ($/kWh)

Tier 1 (First 500kWh) 0.09395412    0.098479            

Tier 2 (501-999kWh) 0.10224864    0.107173            

Tier 3 (1000kWh) 1.56                 1.56                    

Tier 4 (1001-1499kWh) 0.12209600    0.127977            

Tier 5 (1500kWh) 2.6                   2.60                    

Tier 6 (All additional kWh) 0.13020800    0.136479            

Rate 106 - Commercial without Demand

Customer Service Charge ($/Month) 20.00               20.00                  

Energy Charge ($/kWh)

Tier 1 (First 700kWh) 0.075280        0.079390            

Tier 2 (All additional kWh) 0.113085        0.119259            

Rate 107 - Commercial County without Demand

Customer Service Charge ($/Month) 20.00               20.00                  

Energy Charge ($/kWh)

Tier 1 (First 700kWh) 0.085512        0.090500            

Tier 2 (All additional kWh) 0.128455        0.135469            

Rate 108 - Commercial with Demand Alternative

Customer Service Charge ($/Month) 49.00               49.00                  49.00                  

Demand Charge ($/kW) 10.99               10.99                  10.99                  

Energy Charge ($/kWh)

Tier 1 (First 3000kWh) 0.03473           0.04828              0.03798              

Tier 2 (All additional kWh) 0.04750           0.04828              0.05194              

Rate 110 - Industrial Rate

Customer Service Charge ($/Month) 110.00             110.00                

Demand Charge ($/kW) 10.99               11.49                  

Energy Charge ($/kWh)

Tier 1 (First 1000kWh) 0.02857           0.03443              

Tier 2 (All additional kWh) 0.03090           0.03443              

Rates

Proposed Rates



RESOLUTION               

ROLL CALL                                                                                          

VOTING  YES  NO

RANDY A. BRAILSFORD

Mayor (votes only  in case of tie)

SOREN CHRISTENSEN

City Council Member

AARON D. CLOWARD

City Council Member

STERLING M. REES

City Council Member

CRISTY SIMONS

City Council Member

CRAIG B. WARREN

City Council Member

I MOVE this resolution be adopted: _________________________
City Council Member

I SECOND the foregoing motion: _________________________
City Council Member

RESOLUTION __________

A RESOLUTION AMENDING ELECTRIC UTILITY RATES

WHEREAS, Salem City owns and operates its own electric power distribution system; and

WHEREAS, the City must generate sufficient revenue from its electric rates to purchase the

power it buys and also to provide for operation and maintenance of the system; and

WHEREAS, power costs have risen in recent years and additional sources of electric power

are needed to meet the needs of a growing population; and

WHEREAS, as a member of Utah Municipal Power Agency (UMPA), Salem has been able
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to hold rates below the inflation rate and has rarely adjusted electric rates; and

WHEREAS, solar power is becoming more economical and should be encouraged, but those

users shouldn't be subsidized by those who choose not to, or cannot afford the capital investment,

to purchase solar panels; and

WHEREAS, solar panel users can't generate electric power when the sun is not shining, but

still need electricity during those times, causing the City to still generate or purchase power and

maintain the system for their benefit; and

WHEREAS, UMPA has hired a consultant for its members to conduct a detailed rate study

to assist each member to create a rate structure for its specific needs and which is fair and equitable

to all consumers;

NOW THEREFORE, be it resolved by the Salem City Council as follows:

1. Each residential electric customer up to a 400 amp service shall pay a customer

service charge of $11.00 per month, plus a usage charge as set forth herein.

2. Each residential electric customer with a 400 amp service or larger shall pay a

customer service charge of $20.00 per month, plus a usage charge as set forth herein.

3. The electric power usage rate for all residential customers within Salem City is

shown in the following table:

kWh Usage Rate per kWh

first 500 kWh .08739
501 - 999 .10318
1000 1.50
1001 - 1499 .12318
1500 2.50
over 1500 .13136

4. The electric power usage rate for all residential customers without Salem City
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(County residents) is shown in the following table:

kWh Usage Rate per kWh

first 500 .098479
501 - 999 .107173
1000 1.56
1001 - 1499 .127977
1500 2.60
over 1500 .136479

5. Each commercial electric customer without a demand charge shall pay a customer

service charge of $20.00 per month, plus a usage charge as shown in the following

table:

kWh Usage Rate per kWh

first 700 .07939   (within City limits)
first 700 .0905     (without City limits)
over 700 .119259 (within City limits)
over 700 .135469 (without City limits)

6. Each commercial electric customer with a demand charge shall pay a customer

service charge of $49.00 per month and a demand charge of $10.99 per kW, plus a

usage charge as shown in the following table:

kWh Usage Rate per kWh

first 3000 .03798
over 3000 .05194

7. Each industrial electric customer shall pay a customer service charge of $110.00 per

month and a demand charge of $11.49 per kW, plus a usage charge of .03443 per

kWh.

8. Customers using their own solar panels shall pay $3.10 per kW based on capacity of
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generated by their solar panels, plus the customer service charge, usage rate, and

demand charge, if applicable, for their respective class.

9. This resolution repeals all prior resolutions which establish electric rates.  All

existing due dates, late charges and other rules and regulations relating to power rates

shall remain in effect and are not modified by this resolution.

6. This resolution is effective August 1, 2016. 

DATED this ______ of July, 2016

______________________________
RANDY A. BRAILSFORD, Mayor

Attest:

________________________________
JEFFREY D. NIELSON, City Recorder
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