City of Scottsbluff, Nebraska
Monday, October 1, 2018
Regular Meeting

Item ReportsS

Council to discuss and consider action on the Enhanced NPPD
Professional Retail Operations Agreement and approve the
Resolution.

Staff Contact: Nathan Johnson, City Manager

.
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CRF: 94-122-250

PROFESSIONAL RETAIL OPERATIONS AGREEMENT
between
NEBRASKA PUBLIC POWER DISTRICT
and

CITY OF SCOTTSBLUFF, NEBRASKA

EFFECTIVE: JANUARY 1, 2019
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PROFESSIONAL RETAIL OPERATIONS AGREEMENT
between
NEBRASKA PUBLIC POWER DISTRICT
and
CITY OF SCOTTSBLUFF, NEBRASKA

This Professional Retail Operations Agreement (Agreement) is made and
entered into by and between Nebraska Public Power District, a public corporation and
political subdivision of the State of Nebraska (NPPD), and the City of Scottsbluff, a
municipal corporation of the State of Nebraska.

RECITALS

WHEREAS, NPPD operates an integrated electric utility system, including
facilities for generation, transmission and distribution of electric power and energy at
wholesale and retail, and is engaged in the generation, purchase, transmission,
distribution and sale of electric power and energy; and

WHEREAS, the City owns an electric distribution system as hereinafter defined
(Distribution System), which is directly or indirectly connected to NPPD'’s integrated
utility electric system, and desires that NPPD provide retail electric service to the City
and to the residents and businesses served from its Distribution System; and

WHEREAS, NPPD and the City previously entered into a Professional Retail
Operations Agreement which provides, among other things, for NPPD’s lease and
operation of the City’s Distribution System; and

WHEREAS, NPPD and the City now desire to enter into a new long-term
Agreement in order to provide for NPPD's continued lease and operation of the City’s
Distribution System.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained, the parties hereto agree as follows:

ARTICLE |
TERM AND EFFECTIVE DATE

This Agreement shall become effective on January 1, 2019, and shall continue in
force for a term of twenty-five (25) years, through December 31, 2043, subject to the
following provisions:

Either party may terminate this Agreement (i) in accordance with the provisions

of ARTICLE XIV herein, or (ii) upon five (5) years prior written notice given by either
party to the other, with termination notice date of no earlier than January 1, 2039.
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ARTICLE Il
LEASE OF DISTRIBUTION SYSTEM

During the term of this Agreement, City hereby leases and delivers possession of
the Distribution System to NPPD. The Distribution System shall constitute an addition
to NPPD’s System under its General Revenue Bond Resolution, adopted June 4, 1998,
as supplemented (the General Revenue Bond Resolution).

For the purposes of this Agreement, the Distribution System shall comprise the
electric distribution facilities consisting of wires, poles and associated fixtures, meters,
services, distribution transformers, and street lighting owned by the City as of the
effective date of this Agreement or as may be added during the term of this Agreement.
The facilities, which comprise the Distribution System, are identified in Exhibit A, as it
may be revised from time to time, which is attached hereto and incorporated herein by
this reference.

During the term of this Agreement, City has the right to sell the entire Distribution
System outright without prior written approval of NPPD, in which event the new owner of
the Distribution System shall have all of the rights and obligations of the City under the
Agreement.

ARTICLE Hll
OPERATION AND USE OF FACILITIES

NPPD shall operate the Distribution System as part of its integrated statewide
electric utility system and the Board of Directors of NPPD shall fix rates and other terms
and conditions of service as provided in Chapter 70, Article 6, of the Revised Statutes of
Nebraska.

NPPD shall serve any and all electrical customers located in any area that is
annexed by City during the term of this Agreement, and NPPD shall do so pursuant to
the terms and conditions of this Agreement and shall take all appropriate action to
integrate any and all facilities serving such customers into City's Distribution System.
Notwithstanding the foregoing, the City shall have the unilateral right, with thirty (30)
days written notice to NPPD, to direct that NPPD delete this annexation provision from
the Agreement through an appropriate amendment to the Agreement, which shall be
effective on a date that is agreeable to the City.

ARTICLE IV
PAYMENTS

The gross retail electric revenues recognized by NPPD during the term of this
Agreement from sales to customers purchasing electricity from the Distribution System
shall be adjusted to eliminate (i) any bad debt charge-offs associated with such sales,
(i) any revenue associated with application of production cost and similar adjustments,
including, but not limited to, sales tax and federal energy taxes.

~
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During the term of this Agreement, lease payments in an amount equal to twelve
percent (12%) of the retail revenue as so adjusted, as determined by NPPD records,
shall be paid by NPPD to the City. By an act of the City, the City can increase or
decrease NPPD'’s lease payment in one-half percent (0.5%) increments subject to an
overall cap of fourteen percent (14%). Notice of the first one-half percent (0.5%) step
change may be provided to NPPD anytime on or after the effective date of this
Agreement. Any future one-half percent (0.5%) step changes may not take effect until a
minimum of one (1) year after the effective date of the previous step change. Written
notice of each one-half percent (0.5%) step change shall be provided to NPPD at least
ninety (90) days before the effective date of such change.

In the event that during the term of this Agreement customers whose electricity
needs would otherwise be served by NPPD from the Distribution System pursuant to
this Agreement have the option under Nebraska law to choose their electricity supplier,
then the gross retail electric revenues utilized in the above lease payment formula shall
be appropriately modified. Such modification shall consist of an adjustment to
recognize that NPPD’s lease payment to the City, as described elsewhere in the
Agreement, will be reduced such that it will only include NPPD’s cost of service
associated with the delivery of electricity to those customers who have chosen a
supplier other than NPPD for their electricity needs, and will not include the costs of the
actual electricity delivered to such customers from another power supplier.

Lease payments will be made on a monthly basis based on the previous month's
actual activity and settlement. The lease payment will be remitted to the City no later
than 30 days after the end of the month. The obligations of NPPD hereunder shall be
subject and subordinate to the pledge of Pledged Property pursuant to the General
Revenue Bond Resolution adopted by NPPD on June 4, 1998, as supplemented.

ARTICLE V
MAINTENANCE AND CONSTRUCTION OF FACILITIES

NPPD shall maintain the Distribution System and construct any additions
necessary for service to the extent such additions are within the established extension
policies of NPPD, as they may be revised from time to time by the NPPD Board of
Directors. Any additions to the Distribution System which are within the boundary
shown on the Distribution System Boundary Map attached to Exhibit A hereto, as it may
be revised from time to time, and which are rated at or below 15,000 volts, shall become
a part of the Distribution System and belong to the City. Any materials removed in
connection with maintenance or construction shall become the property of NPPD.

ARTICLE VI
RETAIL ADVISORY COMMITTEE

A Retail advisory committee shall be formed. The committee, made up of

interested Retail elected or appointed community officials, would be offered a chance to
review items including, but not limited to, monthly Board agendas, rate and business
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policy modifications, industry updates, and future strategies. While NPPD recognizes
the importance of the City’'s participation in the rate, price and product development
process, the City agrees that the NPPD Board of Directors has the ultimate authority
and responsibility for maintaining adequate revenues and for designing rates, policies
and pricing structures.

ARTICLE VII
RENEWABLE GENERATION

NPPD agrees to accommodate the integration of renewable generation
resources with the power supply it utilizes for providing retail electric service for
customers it is obligated to serve under the terms of this Agreement. This
accommodation will be made under the terms and conditions of agreements developed
and entered into by the necessary parties at the time of the proposed integration. For
the purposes of this section, renewable generation resources shall be comprised of two
types: 1) Renewable generation resources whose output and associated environmental
attributes are purchased by NPPD and conferred by NPPD under the provisions of its
rate schedules to customers who qualify for economic development project benefits and
who purchase electricity from the Distribution System, and 2) Community renewable
generation resources or qualified local generation. There shall be no limitation on the
amount of renewable generation resources for service under NPPD's rate schedules, as
described in type 1) above. The maximum nameplate size of renewable generation
resources installed under type 2) above shall be ten percent (10%) of the City’'s annual
peak load. Renewable generation resources shall be installed and interconnected to
the Distribution System if applicable.

ARTICLE VI
SURRENDER OF DISTRIBUTION SYSTEM

Upon termination of this Agreement, NPPD shall surrender the Distribution
System to the City in as good a condition as it is at the time of execution of this
Agreement, with reasonable wear and tear excepted. Upon such surrender, any and all
materials, supplies, tools, transportation and office equipment and buildings owned by
NPPD shall remain the property of NPPD.

ARTICLE IX
TAXES

NPPD shall make payments of taxes and in-lieu-of taxes with respect to its
operation of the City's Distribution System as may be required by law from time to time.

ARTICLE X
INSURANCE

NPPD agrees at all times during the existence of this Agreement to have in force
with a company authorized to issue such insurance in the State of Nebraska, General
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Liability, including Products and Completed Operations, and Independent Contractor’s
and Explosion, Collapse and Underground (XCU) insurance with limits of $10,000,000
combined single limit bodily injury and property damage per occurrence with specific
contractual coverage insuring the hereinafter assumed liability of NPPD. Under the
same conditions, NPPD also agrees at all times during the existence of this Agreement
to have in force with a company authorized to issue such insurance in the State of
Nebraska, automobile liability insurance on NPPD's vehicles with limits of $10,000,000
combined single limit bodily injury and property damage per occurrence. Provided,
however, as an alternative to said insurance specified above, NPPD may self-insure all
or any part of the risk for loss or damage from such hazards and risks to the person and
property of others as are usually insured against by those entities operating properties
similar to the Distribution System. NPPD shall notify City in writing of any decision to
fully self-insure against said hazards and risks, and specify the date such self-insurance
shall take effect. NPPD agrees to save harmless the City from loss (excluding liability of
the City to pay workmen’'s compensation benefits) as a result of legal liability to
members of the public imposed upon the City for bodily injury or death and for property
damage arising out of NPPD’s operation of the Distribution System and performance of
this Agreement. This ARTICLE X, and the obtaining and maintaining of insurance
coverage, is not intended to and it shall not be construed to create any liability to
members of the public in excess of that provided by law.

It is further agreed that the City hereby consents to NPPD having the sole
responsibility to decide whether or not to insure against physical damage to all or any
part of the property leased by NPPD and in the care, custody or control of NPPD in the
performance of this Agreement with the City. NPPD also agrees that the cost for any
loss or damage to such property or for expenses incidental to such loss or damage shall
be included in NPPD’s retail cost of service.

ARTICLE XI
AMENDMENTS

Neither this Agreement nor any part hereof may be terminated, amended,
supplemented, waived or modified except by an instrument in writing signed by the
party against which the enforcement of the termination, amendment, supplement,
waiver or modification is sought.

ARTICLE Xl
SUCCESSORS AND ASSIGNS

Neither party may assign this Agreement in whole or in part, or any rights granted
hereunder, or delegate to a third party any of the duties or obligations hereunder,
without the prior written consent of the other party, except as otherwise provided in this
ARTICLE XII. In the event that either one of or all NPPD generation assets, wholesale
power marketing and/or retail operations functions are merged into or become part of
another public power entity, such prior written consent shall not be required for the
assignment by NPPD to its successor(s) in interest. No assignment of this Agreement

5
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shall be effective unless and until the assignee assumes in writing the duties and
obligations of the assignor.

ARTICLE Xlil
REPLACEMENT OF PRIOR AGREEMENT

This Agreement shall supersede the Professional Retail Operations Agreement,
which NPPD and the City entered into effective the February 1, 2017, together with any
exhibits attached thereto and any amendments or supplements thereto. Said
Professional Retail Operations Agreement shall, upon the effective date of this
Agreement, be null and void and without further force and effect.

ARTICLE XIV
PRIVATIZATION

In the event that NPPD is privatized (i.e., it is converted into a taxable, non-public
power entity), NPPD will provide notice to the City and the City shall have the right,
upon sixty (60) days prior written notice to NPPD or NPPD's successor organization, to
terminate this Agreement. Termination of this Agreement pursuant to this ARTICLE XIV
will be without any cost to the City.

ARTICLE XV
INFORMATION

NPPD agrees to provide the City with available information in sufficient detail for
the City to comply with the financial reporting requirements of the Governmental
Accounting Standards Board.

~
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IN WITNESS WHEREOF, the parties hereto have caused this Professional Retail
Operations Agreement to be executed in duplicate by their duly authorized officers or
representatives as of the dates indicated below.

ATTEST: CITY OF SCOTTSBLUFF, NEBRASKA

By: By:

Print;

Title:

Date:

ATTEST: NEBRASKA PUBLIC POWER DISTRICT

By: By:

Print:

Title:

Date:

7

Scottsbluff, Enhanced PRO 092718/lir

Scottsbluff Regular Meeting - 10/1/2018 Page 10/18



EXHIBIT A
to
PROFESSIONAL RETAIL OPERATIONS AGREEMENT

This Exhibit A is attached to and incorporated in the Professional Retail
Operations Agreement (Agreement) between Nebraska Public Power District (NPPD)
and the City of Scottsbluff, Nebraska.

The facilities comprising the Distribution System, as defined in ARTICLE Il of the
Agreement, are identified in this Exhibit A and consist of the wires, poles and associated
fixtures, meters, services, distribution transformers, and street lighting owned by the
City, including any additions or improvements thereto which are rated at or below
15,000 volts and excluding any removals, disposition, or sales thereof, all as located
within the area designated on the Distribution System Boundary Map, which is attached
hereto and incorporated herein by this reference, except as may be otherwise
specifically noted thereon. For any substation involving transformation to the
Distribution System from a higher voltage, the Distribution System shall extend to the
point at which the low-voltage switching and protection facilities connect to the low-
voltage bus within said substation.

CITY OF SCOTTSBLUFF, NEBRASKA

By:

Print;

Title:

Date:

NEBRASKA PUBLIC POWER DISTRICT

By:

Print;

Title:

Date:

A-1
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From: Jaixen, Donna M.

To: Retail Customer List (PRO and Commercial/Industrial)

Cc: Arlt, Timothy J.; Retail Account Managers List; Retail Management Team List; CCCC ManagementTeam List; CS AMT List (AMs
Only); Fadschild, Kathy L.

Subject: Upcoming Bill Print Changes in 2019

Date: Wednesday, September 26, 2018 10:33:58 AM

Attachments: imaqge004.png

image006.pna
imaae007.png

Retail Customer

lebraska Public P District
N eWS v raq.-".i;:.n-.rl':llu;:._- 1..‘:‘.:” nﬂlvr:l.e'rh T

Upcoming Bill Print Changes in 2019

Because staying in contact and continuing to build our relationship with retail communities is so
important, | want to communicate some changes you will see beginning in January 2019.

As you are aware, Lease Payments have always been remitted on a quarterly basis. Beginning in
2019, we will be remitting the lease payments on a monthly basis. To make the payment
accurate, you will receive two Lease Payment checks; one for Q4 2018, and one for January
2019 in the month of February.

As well as the Lease Payment remittance change, we would like all of you to be aware of the
upgrade in our bill presentment. In addition to members of the legislature, customers frequently
ask what components make up their bill. Because we want to ensure we are being as transparent
as possible, and we now have software which allows for it, we will be reshaping our bills to
include separate line items for the Customer Charge, Energy and Delivery Charges, Lease
Payment, Gross Revenue Tax, State Sales Tax, and City Sales Tax.

(For illustrative purposes only)
Below is an example of how a residential Kearney customer’s bill looks today:

Metered Service Detail

Residantial Mater Location: 123 ANYTOWN ST
METER READ METER READINGS i 1 )
NUMBER TYPE DAYS 0G5 0703 MULTIPLIER :: USAGE { TYPE -]
- 1
144878305 Actual 29 6771 8341 1 1570 Kilowatt Hour
Electric Charges i
Mebraska Sales Tax .. o Electric Usage - (KWH]) Daily U:ﬂ Cupr::;:..n:m
Kearmey City TaX ...ovmmiimsesmssmmssmin 3.30 Blirg  Bling  Period
e il U, OB T
L T | e A e e §235.47 i ok A S
Do o] 3 i3
U-JJAHD"\IDJFHAM — o ¥ L
Current Month's Charges.............. $235.47 : !

Pebnruil

Here is an example of how the same bill would look beginning in January:
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Metered Service Detail

Residential

Wieter Location: 123 ANVTOWN ST

T T T [ | ‘
Sustomer Charge §2250 Eiactric Us: () ‘Daily Usage C: T
Energy and Delivery Charges 15005 - TR 'y Ursge Comparizon

Current Month's Charges.

235.47













Metered Service Detail

USAGE

TYPE

1570

Kilowatt Hour

Daily Usage Comparisan

Residential Meter Location: 123 ANYTOWN ST
METER | READ -r'..'1ETEF'. READINGS
NUMBER |  TYPE DAYS 06105 07/03 ML TIFLIER
144878305 Actual 29 6771 831 1
Customer Charge ..........coeveeeiemaenes F22.50 -
Energy and Delivery Charges ............ 159.05 — Electric Usage - [HWH)
Lease Payment.........c.oocoiiccincninnnn 27.51
Gross Revenue TaX. .o eeecsnnnn 11.01 -
MNebraska Sales Tax .........oeeeeecceneens 12,10
Keamey Sales Tax .c.coiiciecinnn, 3.30
[+
Subtotal ... e .5235.47
Current Month's Charges.............. 323547

Should you have any guestions or concerns, please let me or your account manager know.

Tim Arlt
Retail General Manager

Nebraska Public Power District

tjarlt@nppd.com
Office Phone: 402-563-5812

Cell Phone: 308-379-0277

For additional news and information, visit NPPD:

On the Web / On Twitter / On Facebook

Or download NPPD'’s Mobile App (App Store / Gooale Play

Curent Prevdious Same

Bl Biling  Parcd

FPeriod Period  Pre Year
EWh 1570 1518 008
OCs 23 33 )
By, =4 40 B3
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https://urldefense.proofpoint.com/v2/url?u=https-3A__play.google.com_store_apps_details-3Fid-3Dcom.ifactorconsulting.mobile.android.nppd&d=DwMGaQ&c=5KGpHRm-YFpCcO8ia63njg&r=IrR9m8SE2QtMGwDK_nS-jWZIoJ4-SEa5n6JYUY99G2A&m=pZitiMcKs8ol45pAwDzDq72j2DVDpRD-RDpbqflKLpI&s=M5Wp1SroZhYEqMJMfl3bw2nEewoBrEED8wzeHt4weXM&e=

N ! CITY OF o 308-632-4136
SCOTTSBLUFF 2525 Circle Drive
/—V Scottsbluff, NE 69361

October 1, 2018

Mr. Timothy J. Arlt

General Manager — Retail
Nebraska Public Power District
1414 15" Street

PO Box 499

Columbus, Nebraska 68602-0499

Dear Mr. Arlt,

This letter is to inform you of the City’s desire to increase the Lease Payment from 12% to
12.5%. As a result, this is the ninety (90) day notification to begin collection as of January 1,
2019.

Please feel free to contact me if you have any questions.

Yours Truly,

Nathan Johnson

City Manager

Scottsbluff Regular Meeting - 10/1/2018 Page 16 /18



RESOLUTION NO.

RESOLUTION APPROVING
EXTENSION OF PROFESSIONAL RETAIL OPERATIONS AGREEMENT

WHEREAS, the City owns its electric distribution system, and

WHEREAS, the amendment to extend the term of the Professional Retail
Operations Agreement on file with the Council has been proposed by Nebraska Public
Power District (NPPD) and fully discussed and explained, and

WHEREAS, it is determined that it would be desirable to enter into said
amendment to the Professional Retail Operations Agreement.

NOW, THEREFORE , BE IT RESOLVED:

1. The said amendment to the Professional Retail Operations Agreement is
approved and the Mayor is authorized to execute it, and the City Clerk to attest it on
behalf of the City.

2. Notice of this transaction shall be given by publication once each week for
three (3) successive weeks, of the following Notice:

NOTICE OF TRANSACTION

The Council has approved a Resolution authorizing execution on behalf of the
City of an amendment to the Professional Retail Operations Agreement (Agreement)
between Nebraska Public Power District and the City of Scottsbluff, Nebraska. The
Agreement is on file with the City Clerk and available for inspection. It contains provisions
summarized as follows:

1. The City will extend the lease of its electric distribution system to
Nebraska Public Power District for a term of not less than fifteen (15) years from the
effective date of the amendment and not more than twenty-five (25) years; provided, if
either party terminates the Agreement at any time between year fifteen (15) and year
twenty-five (25) of the term, the City will continue to take service from NPPD under
NPPD's standard Wholesale Power Contract, and such Wholesale Power Contract shall
remain in effect through the remainder of the twenty-five (25) yearterm.

2. During the term of the Agreement, NPPD will pay to the City an
amount equal to twelve percent (12%) of the retail revenues from the electric distribution
system, adjusted to eliminate revenues from tax-supported agencies, fuel cost, and
similar adjustments. NPPD will maintain the electric distribution system, will make
payments in lieu of taxes as required by law, and will provide insurance, as set out in
the Agreement.

This Notice will be published once each week for three (3) successive weeks. If,
within thirty (30) days after the last publication thereof, a referendum petition signed by
qualified electors of the City equal in number to at least twenty percent (20%) of the
votes cast at the last general municipal election shall be filed with the City Clerk, this
transaction shall not become effective until it has been approved by a vote of the
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electors. If no such petitions are filed. the transaction shall become effective at the
expiration of said thirty (30) day period.

ATTEST: CITY OF Scottsbluff, NEBRASKA

By:
City Clerk Mayor
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