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CITY OF LODI
INFORMAL INFORMATIONAL MEETING
"SHIRTSLEEVE"” SESSION
CARNEGIE FORUM
305 WEST PINE STREET
TUESDAY, DECEMBER 14, 1999

An Informal Informational Meeting ("Shirtsleeve" Session) of the Lodi City Council was held Tuesday,
December 14, 1999 commencing at 7:00 a.m. :

ROLL CALL
Present: Council Members — Hitchcock, Land, Nakanishi, Pennino and Mann (Mayor)
Absent: Council Members — None

Also Present:  City Manager Flynn, Deputy City Manager Keeter, Finance Director McAthie, Electric
Utility Director Vallow, City Attorney Hays and City Clerk Reimche

Also in attendance was a representative from the Lodi News Sentinel and The Record.

TOPIC(S)
1. Electric Utility Risk Management and Open Access
(Due to a conflict of interest, Council Member Pennino abstained from discussion
of this matter and vacated his Council seat.) '
ADJOURNMENT

No action was taken by the City Council. The meeting was adjourned at approximately 8:30 a.m.

ATTEST:

Alic%é{aimchw

City Clerk
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Risk Management Workshop

+ Introduction

~ Market Evolution & Risk

— Need for Risk Munagement

— History & Changes at NCPA
« NCPA Commission Policy & Gen Mgr Guidelines
« NCPA Interim Policy, Processes & Procedures

— Trade & Procurement Process (Pooling Agreement)
Functional Responsibilities
Transaction Authorizations, Limits & Controls

Credit Risk
« Summary & Current Activities
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Market Volatility
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Market

- pricc, liquidity, basis, customer, weathar

System

~ physical delivery, equipment failures

Credit

- Cuuater-Party & Member to Member

Types of Risk

Administrative

— intemal business processes

Other

~ legal, regulatory, & political

Need for Risk Management

« Physical & Financtal
Requirements
~ Member
~ NCPA Pool (merged)
+ Esdagls. 10 provide
rababls cusiomer service
and secwra an oparating
margin o meel financial
obligatiuns (¢ §. Ganaral
& Rate Stabilcanon
Funds)

0 Does pnce volaulity &
physical uncerainues
exist?

1 Are the physical &
financial requirements
expoicd?

0} Dacs the expasure
exceed the sk
tolerance”?

Ewmple: Objective of Risk Management

+ To management nsks 1o ensure that the
actin tties of the Member Unlity and the
activities of NCPA perfonned on behalt of
the Member, do not expose the Member
Ulity

- W lossas that reduse vperauny margu W
unascepubls lvels

- compromisc any othet of ils physical and
financial ubjectives and commitments




Managing Risk

+ Tuincrease the probability of good sutcoms
and reduce the probability of bad outcomes

Must identify, understand & m anage risks.
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o bad omicommss ond Guscowts ———

NCPA Commisslon Risk Management Policy - 1799
General Manager and ROC Responsibilitia

¢ Developiag soergy Wradiag procenm, procedures & laiu
¢ Adsuring thatiadh idual Mewben way st ipeafic ruk
masoagement inalructiuns to be fullowed by NCPA
Creating & administrating s aredit rausg pubicy for
busiocss counter-parties

Appruving the wse 3ad Umits of spexific fiasncial ruk
mapagewenl insruments

Assuring What appropriate authurity delegativas are ie place
aad fullowed

Selling qualifying parametess a0d floancial timiu for
butiness celativaships wub coupter-pacua

lasdiuiag spproprisie 4od timely riik muasioriog and
regular reportiog fur use by Commission s0d NCPA

managemeat

NCPA Risk Manugement History

1998 Conswitant Review & Operativaal Audit
Genarai Manager Cuideilnes - Scp 9¥
1999 Suategi Plannwag Sesskon
Commision Policy Guidellae - Jan 99
Esubiuh ROC - Feb ¥9
1999 Interiw 3Ps - Jul 99
Curreat Focus
- Aulhesites and Delegatioas
- Credt Polices
- Traasacuons Tracking and Reporung
- Devebop Trade & Rih Strategy, Perlormance
Targeu and Kk Measures
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CY 1998 NCPA Posi Plan
Sy byt gy ey 8, O

Sauduimg e e Markn Price SREE Cumus iiusl & Puai Caamivasy

Trade & Procurement Process

(slungle putint of contact fus U s saclod Ldutailiaten)

fadxrdes
sdanicn by Mo (Ame ¥
o debagien b2 ML

NCPA Managed Portfolio(s)

|

Member Manuged Portfolio(s)
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Authurized/Routine Transactions

- Formard puschases & sala:

- capaaty enag). fuch 0 manLan Mauta ehegy
buinies

- cqeaty caagy. fucl st tdated sLsed TaiearUold
1 hedge ayaical Cuals

- puweniancigy fud on bl of olicr maka
paibafpsis and Luy -fesell U aclions fur shon-wmn
T‘t\—c

- Uansimsson did Tansinussan aghls

Purchases 20d sakes Lo subsiue the use of Mewber-

owners' higher cost resource nith lower cost warket

alternathes o the Lra nsacUoRs produce postve margin

without ncreasing ruk.

© Spot purchata & sakes of capacitysenergydud.




NCPA Authorities - Pooling

Article 8.1
Article 8.7
Article 8.11

~ Schedule 2.02
~ Schedule 3.01

Pooling Agreement
Aricle 8.1

* The objecUves of the Pocl central dispatch shall
be as follows:
- (a) to Supply the Capacity and eseryy
TOMMIOMONEY of the comblaed Fartes at the

Juwest practicable cost;
- (b) 1 accomplish the requirements of (4),
above, 1n 4 fellshie and safe manser.

Pooling Agreement
Article 8.7

+ Resource Subattutien. NCPA may schedube or
dlpatch any resousce o meet a Party’s load as uag a1
such oad s mel with os decreass la quality and
quantty of sanike and Do ladase la coit, lacluding

spportunsty con. ISOETS Subsiiintion shall be

POOMELO 16 provide the most efticdeat and cust
etlectine use of cach Pasiy’s and the Pool's penerativn
and (ransmission resources.
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Implementation Guidelines NCPA Credit Watch List Credit Risk and Members

« Member contracts assigned o NCPA must
be with NCPA Approved Counterpartics

+ Member transactions will be included in
total exposure hmit

+ Members must consult with NCPA pnour 1o
conunitung 10 ensure minmum credit
fequifements

. Qu'uhhcauull\s based on data from other « Placed on list for Non-compliance
rating agencies . R
Rati d i und . odi ¢+ Minimum of 3 months
+ Ratings are dynamic and require penodic . .
[1gs ate Y uire p ¢ + Cunentty One Entity on NCPA Lint
seview
+ NCPA to act prudently

« Events of non-compliance 10 be reponed
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City of Lodi Electric Utility Department Open Access Milestones

January

February

March

April May June

Adopt Open Access (OA)Policies

Initiate Customer Surveys and Meetings

Initiate Marketing Program
Development and Implementation

Adopt Open Access Rules
and Regulations

Adopt Metering and Billing Procedures

Initiate Unbundled Rate Study and Pricing

Approve New Products and Services

Adopt Consumer Protection Services
and Procedures

Adopt CTC Charges
Adopt Energy Service Provider Agreement

Negotiate Agreements, as needed, with
PG&E, Western, ISO, and others for
Direct Access

8
8

—>

—_—>

—

—>
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DRAFT

Open Access

Rates and Pricing

Marketing and
Customer Service

Contract Management ‘

g




Lodi Electric Utility Department




Lodi Electric Utility Department
Onen Access

TR e e

@ Electric Industry Restructuring

* AB 1890
—Independent System Operator (ISO)
—Power Exchange (PX)

—Drvestiture of Generation Plants
—Rate Freeze/CTC




Lodi Electric Utility Department
OpnenAccess !

@ Electric Industry Restructuring (cont.)
* Municipal Utilities

—CTC Recovery

-ISO

—Open Access

—Generation Competition Only

—Public Benefit Programs
—Other



Lodi Electric Utility Department
Open Access

@ Open Access Policies

* Implementation Date
* Phase-In Period

* Eligibility
* Program Type



Lodi Electric Utility Department
Open Access

& Example Open Access Policies
* Implementation - July 2000
* Phase In - 6 Months

* Eligibility - Large Commercial-
Phase One
All Other Customers - Phase Two



—Pasadena
—Roseville
—Palo Alto
~SMUD

* Other Municipal

Lodi Electric Utility Department
Open Access

& Open Access Policies (cont.)

Programs




