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Welcome & Introduction
Chairman Ned Hill conducted the meeting and welcomed everyone. 

Approval of Minutes
Gary Winterton motioned to approve the minutes from March 7, 2022. Cheryl Taylor seconded, all approved. (6:0)

Financial Report
Charlie Little gave the financial report through February of 2022. This is the first time in this fiscal year that a deficit has been posted ($700k). There was an issue in finance due to a financial batch that wasn’t posted correctly, so when corrected the actual deficit will be around $500k which is typical this time of year. 

There is a $4.5 million dollar increase for purchased power due to the increase in power costs with a lot of uncertainty in the next coming months. Natural gas prices are driving all the power costs because we can’t rely solely on solar and wind, and coal is out of the picture. 

KPI Report
Charlie Little reported on the KPI’s through February 2022. In December of 2021, the estimate from UMPA for power costs were 10% lower than what the actual costs were.  This brings up the concern of covering the volatile market of power costs and how we pay for it.

Currently, the fund balance of $26 million is at the national benchmarked goal from the American Public Power Association (APPA) and set by the Energy Board to have 120 days cash on hand. It is imperative to maintain the fund balance to cover major fluctuations in power costs or to help cover major catastrophes (as used in 2006), however it is concerning that the fund balance has gone down $2 million from last year due to city loans. 

In addition, Provo Power can enable a Power Cost Adjustment (PCA) which is a temporary line item added to the utility bills to charge customers more for power if necessary. We have never used the PCA, and would prefer not to, but it leads into the discussion of the necessity of a rate increase.



Budget Review
Travis Ball reviewed the proposed budget for fiscal year 2023. It is important to note that we have not had any rate increases in six years (since 2016). Over this time, we have been able to maintain and keep our budgets whole. 

However, since 2016, there have been significant increases in the budgets including salaries by 29%, vehicle maintenance by 14%, and we have been hit the hardest in our transformer and wire costs which are up by 73%. 

The transformers, wires and equipment also pose a big problem because of supply chain issues with two to three years production time. Luckily, we forecasted the need for transformers early enough and had some already on order and in our inventory, so we are sitting in a good place for now. 

Gary Winterton pointed out that from 2016 to 2021, our budgeting and costs were prudent until this last year due to the economy shift. 

Travis introduced that due to the significant increases in costs, there is a need for a rate increase this year. We are sensitive to the fact that everyone is already paying more for everything, so our proposal is to only increase the rates by 1%. With our budgeting and forecasting practices, we sit pretty good with the fund balance for now, but to maintain that balance and cover our costs, a rate increase is necessary.

In reviewing the Cost-of-Service Study that was completed in October of 2021, it shows that our rates are low in residential, commercial, and industrial. Because each class is charged differently, our proposal is broken out with those considerations.

Our recommendation is to increase the residential base charges by $2.00. By increasing the residential base charge and not the block rate charges, it covers all residential customers, including those that are on net metering which doesn’t create a bigger subsidy than already exists. We believe that this is the most reasonable way to approach the increase for residential customers.

The recommendation for commercial customers is to increase the total rate by 1% across the board, which impacts their base rate, and demand and energy charges in total. 

The Industrial rate increase of 1% would be on energy used, and not for their base rate or generation.

Julie Radle expressed concern and questioned if a 1% increase is enough to cover inflation, and if not, we’d have to go out for another rate increase next year. Or would it be better to have a higher increase, but spread it out over the next two to three years? After discussion amongst the board members, it was decided that having small increases every year vs. having one large increase is easier for customers to plan for and accommodate. 

The question from the discussion was if the increase of 1% ($2.00) was enough or would $2.50 put us in a better position to combat the inflation in power costs. 

Travis indicated that for several months we thought the 1% would put us in a good place, but we took pause and concern after hearing the budget numbers from UMPA and questioned that number. We can balance the budget on CIP for a while, but it is not ideal and could ultimately affect us negatively in the long run.

As management and staff of Provo Power, we were recommending a 1% increase, but with the discussion from the board members, we see the benefit and will investigate the 2% and see what that looks like in all customer classes. We are very sensitive to government increases and how it impacts our customers. On a good note, the telecom debt charge will be going away in the next few years where customers will have an actual government decrease in their utility bills which is hardly ever the case.  

Gary inquired about where we stand against other utilities. Travis said that even with an increase Provo’s rates will still be in the middle and competitive.

The board discussed that there have been multiple large increases for public works (25%), in addition to the increases for the school board and others over the last few years which have been highly frowned upon. If we can increase by small increments, it will resonate better overall.

Travis indicated that we could justify a 2% increase, because even then we would still be budgeting around $4 million-dollar deficit. If the council approves the increase, it will not go into effect until October after the peak summer bills, which will give us the opportunity to share the story and educate why and allow the customers to plan for it. 

Julie Radle motioned to approve a 2% rate increase; Erin Hernandez seconded. All approved (7:0)

Travis and Charlie will work up the numbers for a 2% increase and see how best to apply it across all customer classes. 



Calendaring and Scheduling
APPA National Conference: June 10-15 (Travis Ball, Carol-lyn Jardine & Julie Rash)
Next board meeting: May 2nd @ 4:00pm



Meeting adjourned at 5:03pm.


Draft: Waiting for approval
