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Executive Summary 
This is an update on water, gas, electric, wastewater collection and fiber utilities, efficiency 
programs, legislative/regulatory issues, utility-related capital improvement programs, 
operations reliability impact measures and a utility financial summary, and is for the Utilities 
Advisory Commission’s (UAC’s) information.  This update has been prepared to keep the UAC 
apprised of the major issues that are facing the water, gas, electric, wastewater collection and 
fiber utilities. 

Items of special interest for Q4 FY 2020 include: 

• COVID-19 Impacts: The COVID-19 shelter in place order affected utility sales revenue in Q4
of FY 2020:
o Electric utility sales volumes were 10% below FY 2020 Financial Plan projections in Q4

and have remained at that level in FY 2021. Lower electric sales volumes were
accounted for in FY 2021 financial forecasts. Gas sales volumes were 13% lower than FY
2020 Financial Plan projections in Q4 FY 2020. While this is significant, it represented
only a 3% reduction in annual revenue, since Q4 gas sales are typically low.

o Gas sales remained low through the summer, but appear to be returning to normal
levels as the winter of 2020 begins.

o Water sales were 5% lower in the spring, representing approximately a 1.4% decrease
in annual sales volumes, but water use has remained near or above prior year sales
over the summer.

o Wastewater sales revenues did not decline due to COVID. Although water sales
declined in the commercial sector, and wastewater bills for commercial customers are
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based on water sales, the utility bases its bills on prior fiscal year winter water 
consumption, which was not affected by the pandemic.  

• Electric Utility: Despite low precipitation, the electric utility ended the fiscal year with a 
more favorable financial position than was originally projected in the FY 2020 Financial Plan. 
Precipitation was 63% of average for the year in the watersheds associated with the City’s 
hydroelectric projects so hydroelectric generation in calendar year 2020 will be lower than 
average. However, these effects will be felt more in FY 2021 than in FY 2020. For the current 
fiscal year, FY 2020, hydroelectric generation is projected to be roughly average due to the 
wet rainy season in early CY 2019 which translated into above average hydroelectric 
generation in late CY 2019 (Q1 and Q2 FY 2020). Hydroelectric generation for FY 2020 
ended up being roughly average. Other factors contributed to a more favorable financial 
position for the electric utility than previously projected. First, electric load in FY 2020 
ended up being close to the forecast in the FY 2020 Financial Plan, despite lower Q4 load 
due to the pandemic. Second, the utility has found opportunities to sell surplus energy and 
generating capacity that were not available in previous years, and prices for these products 
are currently higher due to the demands of new Community Choice Aggregators. Third, 
there were one-time savings in maintenance and construction spending due to difficulty 
filling vacant positions and hiring contractors. Some of these factors may continue into 
future years, and others, like maintenance and construction savings, are not projected to 
continue.  (See pages 3, 23, 26.) 

• Gas Utility: Gas supply prices remain lower than last year, though market prices rose in the 
winter months (November through February) more than forecasted. Gas supply costs ended 
up being approximately $2.7 million below projections, savings which were passed directly 
to customers. Gas customers have also experienced savings due to purchasing discounted 
gas from MuniGas that will reduce annual costs by about $1 million per year. This is the first 
full year this agreement has been in effect and customer savings through Q4 FY 2020 were 
$820,000 (slightly lower than projected due to lower gas consumption). Gas customers have 
seen some savings in FY 2020 due to delays by the CPUC in approving PG&E’s proposed 
increases to gas transmission rates. The year-end financial position for the gas utility was 
approximately $2.7 million better than projected in the FY 2020 Financial Plan, despite the 
impacts of the COVID-19 pandemic in Q4. While sales decreased in Q4 as expected, 
consumption is generally substantially lower in these months than in the winter, minimizing 
the impact to the gas utility. Still, sales were 4% lower than forecasted overall, leading to 
lower than expected sales revenue. However, interest income was $0.36M better than 
forecast and expenses were $3.6 million below forecast, leading to an improved financial 
position for the gas utility at year-end when compared to the FY 2020 Financial Plan 
forecast. The lower expenses were primarily due to supply cost savings ($3.3 million). 
Because the gas utility passes through its supply costs directly to customers, typically a 
reduction in supply costs leads to a corresponding reduction in supply revenue. Due to a 
modeling error, however, the FY 2020 forecasted commodity sales revenue was lower than 
it should have been. So while supply cost savings compared to the FY 2020 Financial Plan 
were $3.3 million, sales revenues were only $1.2 million lower. As a result, the year-end gas 
utility financial position was significantly better than forecasted. The modeling error, which 
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staff made in early 2019, did not have a direct impact on rate setting. Staff has taken steps 
since then to improve quality control in the forecasting process, including increasing staff 
capacity in the forecasting workgroup and starting the forecasting process earlier to allow 
more time for quality control. (See pages 9-10, 24, 26.) 

• Water Utility: Precipitation has been low in California in 2020, at 60% of normal in the Bay 
Area and only roughly 65% of normal in the watershed that feeds the Hetch Hetchy system. 
Reservoirs in the Hetch Hetchy system were fairly full due to strong precipitation in 2019, 
but while the Hetch Hetchy Reservoir is expected to fill completely this year it only 
represents a small portion of total storage. Storage associated with a water banking 
agreement the SFPUC has with Turlock and Modesto Irrigation Districts in Don Pedro 
Reservoir, which represents most of the water used to manage droughts, is not expected to 
fill. Water consumption and costs for FY 2020 were roughly 1.4% higher than forecasted 
due to the dry weather. COVID-19 shelter in place orders had minimal impacts on water 
consumption in Q4: the small commercial sector saw some declines, but water use did not 
decline for residential use and commercial irrigation. Revenues were $3.2 million higher 
than the FY 2020 Financial Plan forecast due to higher sales and higher than expected 
interest on reserves and changes in the value of the City’s investments. Expenses were 
significantly lower than the FY 2020 Financial Plan forecast due to delays in various capital 
projects, in part related to the shelter in place order that temporarily shut down utility 
construction, but these funds are expected to be expended in the next fiscal year. (See 
pages 11-12, 24, 26.) 

• Wastewater Utility: The change in financial position for the Wastewater Collection Utility 
was better than projected in FY 2020 Financial Plan – rather than decreasing, reserves 
increased due to delays in capital projects. However, these funds are expected to be 
expended in FY 2021. Revenues for the Wastewater Collection utility were in line with the 
FY 2020 Financial Plan forecast, while expenses were lower due to lower than anticipated 
operational costs caused by delays in capital projects. Sales were not impacted significantly 
by COVID-19 shelter in place orders because customer bills are based on winter water 
consumption (though utility bill defaults may cause some impact in the long term). (See 
pages 24, 26, 28.) 

• Fiber Utility: Magellan Advisors has been hired to perform a four-phase Fiber Network 
Expansion assessment. In Q4 2020, work commenced on phase one of a high-level design to 
support internal City services including Advanced Metering Infrastructure (AMI), 
Supervisory Control and Data Acquisition (SCADA) Systems, and wireless communication.  
Phase three of the project to develop a fiber-to-the-premises business case and high-level 
design was accelerated and is being worked on in parallel with phase one tasks.   
Preliminary findings and recommendations of the fiber network expansion should be 
available by end of Q1 2021.  A fiber network rebuild project is in progress to increase 
capacity in areas of the dark fiber ring that are currently at capacity. This will enable the 
fiber utility to meet new customer requests. The current project is a new fiber backbone 
from Park Boulevard to Hanson Substation in the Stanford Research Park, tentatively 
scheduled for completion in Q4 2021 (pages 15-16). Fiber utility revenue was higher than 
forecasted by $0.7 million, but this recognized a change in the market value of the City’s 
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investments, and this revenue will not be realized since the City holds its investments to 
maturity. Fiber capital expenses were $1.2 million lower than expected, primarily due to 
delays in the Fiber Optic System Rebuild. As a result, the Fiber Optic Utility’s net position 
increased by $1.5 million relative to FY 2020 projections, with a total of $34.1 million in 
reserves at year-end. (See pages 24-276, 28.) 

• Efficiency Programs: Many energy efficiency programs were temporarily suspended due to 
shelter in place orders. Programs that can be executed outdoors or on commercial 
properties in compliance with County health orders have been restarted, but programs that 
require entering residences remain suspended. In the meantime, CPAU is providing tips and 
tricks electronically to residents and businesses on reducing energy and water use while 
sheltering in place or during a suspension of business. CPAU has also launched a virtual 
program delivery option for its Home Efficiency Genie service. (See pages 14-15.) 

• Communications: A digest of major outreach efforts is provided on pages 19-20, including 
outreach related to utilities rate changes, heat waves and power outages, the City’s APGA 
membership, and a variety of COVID-19-related utility customer communications on page 
16. 

• Innovation and Pilot Programs: A summary of the CPAU Program for Emerging 
Technologies is provided, as well as updates on EV and electrification pilot programs, on 
pages 17-21. 

• Legislative and Regulatory: Major legislative and regulatory items are summarized on pages 
21-23.  

Attachments: 

• Attachment A: Q4 Report 
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i. Electricity  
 
Electric Supplies  

Western Area Power Administration (Western) Issues  
While water year 2019 was an above-average precipitation year that resulted in above-average reservoir levels 
across the state, water year 2020[1] was a dry year, with significantly below-average precipitation levels.   
  
For Q4 of fiscal year (FY) 2020, Western delivered 148 GWh to the City (103% of long-term average levels, which 
is about 82% the amount that was delivered in Q4 of FY 2019). Because of the wet conditions in 2019, for FY 
2020 as a whole, Western generated 395 GWh (99% of long-term average supply levels, and 4% above FY 2019 
levels).  
  
For Q1 of FY 2021, Western delivered 121 GWh to the City (82% of long-term average levels, which is about 88% 
the amount that was delivered in Q1 of FY 2019). Based on the November 2020 WAPA forecast, Western is 
projected to generate 327 GWh (82% of long-term average supply levels, and 83% of FY 2020 levels) in FY 2021. 
 
Calaveras Hydroelectric Project Issues 
New Spicer Meadow Reservoir (NSMR) storage as of October 31, 2020 was 82,381 ac-ft. The historical average 
storage level for NSMR for the end of October is 92,206 ac-ft. Water year 2021 has gotten off to a dry start, with 
cumulative precipitation currently at about 31% of average for this date, tracking below the levels of 2015 (a 
serious drought year).  
  
For Q4 FY 2020, the Calaveras project generated 37 GWh (91% of long-term average levels, which is about 36% 
of the amount that was delivered in Q4 of FY 2019). For FY 2020, the project generated 103 GWh (89% of long-
term average levels, and 53% of FY 2019 supply levels).  
  
For Q1 FY 2021, the Calaveras project generated 17 GWh (44% of long-term average levels, which is about 48% 
of the amount that was delivered in Q1 of FY 2020). Based on the November 2020 forecast, for FY 2021, the 
project is projected to generate 57 GWh (49% of long-term average levels, and 55% of FY 2020 supply levels). 
 
Electric Load and Resource Balance 
Palo Alto’s electric supply portfolio for CY 2020 saw significant surplus energy positions in some periods, largely 
owing to the previous year being an above-average hydro year. However, there were other periods that saw 
deficit positions as well. The City sold, on a forward basis, nearly 123 GWh of surplus energy during Q3 and Q4 
of FY 2020 (Mar 2020 – Jun 2020) to manage the surplus position, while it purchased about 33 GWh in Q3 of FY 
2020 (Jan 2020 – Feb 2020) to manage the deficit position. The City also sold, on a forward basis, about 58 GWh 
of surplus energy during Q1 of FY 2021 (Jul 2020 – Aug 2020) to manage the surplus position, while it purchased 
about 60 GWh in Q2 of FY 2021 (Oct 2020 – Dec 2020) to manage the deficit position.  
 
In addition, due to the availability of surplus carbon neutral supplies, as well as the feedback provided by the 
UAC, Palo Alto sold Bucket 1 RPS resources in Q1-Q4 of FY 2020 that exceeded the City’s load in FY 2020, and in 
addition, sold Bucket 1 RPS resources in Q1-Q2 of FY 2021 as well. Since these transactions were index-based 
(plus a REC premium), they did not impact the City’s energy price exposure (and are therefore not reflected in 
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the load-resource balance charts shown in Figure 1 and Figure 2 below). They did, however, change Palo Alto’s 
RPS level to 26%, and while that is lower than the state RPS requirement of 33% for CY 2020,  RPS compliance is 
based on aggregate RPS procurement over the entire compliance period (2017-2020), which ensures that the City is 
still in compliance with the state RPS requirements.  
 
CY 2020 has been a significantly drier hydro year than CY 2019. The overall electric supply resources are equal 
to load in CY 2020 including forward market transactions (and 9.6% surplus to load excluding forward market 
transactions). The overall electric supply resources are projected to be surplus to load by 6% for CY 2021. Figure 
2 below shows the monthly load and resource balance for CY 2020. 
 
[1] A “water year” is defined as the 12-month period from October 1 through September 30. “Water year 2020” refers to the period 
from October 1, 2019 through September 30, 2020. 
 
 
 
 
As mentioned earlier, some of the monthly surplus/deficit positions were sold/purchased as generic energy 
ahead of time, while the rest were settled in the spot market through the California Independent System 
Operator. 
 

Figure 1: Electric Supply Resource Actual and Projection, 2019 to 2021 (as of November 24, 2020) 
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Figure 2: CY 2020 Monthly Electric Supply Resource Projection (as of November 24, 2020) 

 
 
Electric Market Price History and Projections 
As of November 24, 2020, the price for on-peak energy for December 2020 in Northern California was $44.63 
per megawatt-hour (MWh)[1], while the prices for January and February 2021 were $44.58/MWh and 
$41.32/MWh, respectively. These values are essentially unchanged from where they were at the time of the 
last quarterly report.[2]  On-peak prices for calendar year strips are about $42/MWh for 2021, but they fall to 
about $35/MWh for 2024 and onward. These prices are approximately $2.15/MWh (6%) higher than they were 
at the time of the last quarterly report. Figure 3 below illustrates historical monthly on-peak prices and projected 
monthly forward prices for Northern California from 2006 through 2026. 
 
[1] Note that $41.43 per megawatt-hour is equal to 4.143 cents per kilowatt-hour. 
[2] Market prices for the previous quarterly report were from June 24, 2020. 
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Figure 3: Northern California Peak Electric Prices (as of November 24, 2020) 

 
 
 
Electric Budget and Portfolio Performance 

Electric Load, Generation, and Supply Cost Summary Compared to Budget Estimates 
Table 1 and Figure 4 below summarize the City’s electric supply sources through Q4 FY 2020. Load was about 
1% lower than forecast. Hydro generation from Calaveras and Western were 10% above forecast, and solar 
generation was 8% above budget forecast. Due to lower demand from COVID-19 shelter in place orders and 
higher than expected generation from Hydro and Solar resources, CPAU sold more power on the spot market 
and forward market. Net market sales through Q4 FY 2020 were roughly 167 GWh, or 19% of load.
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Table 1: FY 2020 Electric Load and Generation Compared to Budget Projections 

 
 

Figure 4: FY 2020 Electric Load and Resource Balance 
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Table 2 below shows CPAU’s supply cost by cost category through Q4 FY 2020. Supply costs were $4.4 million 
below budget, primarily due to the lower Western Hydro costs.  
 

Table 2: FY 2020 Electric Utility Supply Cost Summary 

 
 
Electric Market Prices 
Figure 5 shows monthly market prices. Electric market prices have been slightly lower than budgeted through 
Q4 FY 2020. 
 

Figure 5: FY 2020 Electric Market Prices 
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ii. Natural Gas 
 
Gas Supply Retail Rates  

The commodity portion of CPAU’s retail gas rates for all customers varies every month depending on the market 
price of natural gas. Figure 6 below shows the actual commodity rates charged from FY 2013 through FY 2020. 
Gas commodity prices in FY 2020 have been relatively low, with a small price spike during the winter season. 
Gas commodity prices, on average, are anticipated to remain steady for the foreseeable future.  
 

Figure 6: CPAU’s Gas Commodity Rates—FY 2013 through FY 2020 

 
 

These rates can also be found on the web at: http://www.cityofpaloalto.org/civicax/filebank/documents/30399. 
 
Muni Gas Prepay 
On September 15, 2014, Council adopted Resolution #9451 authorizing the City’s participation in a natural gas 
purchase from Municipal Gas Acquisition and Supply Corporation (MuniGas) for the City’s entire retail gas load 
for a period of at least 10 years. The MuniGas transaction includes a mechanism for municipal utilities to 
utilize their tax-exempt status to achieve a discount on the market price of gas. The program has reduced 
about $818K in commodity costs for customers in through Q4 FY 2020. 
 
Value of CPAU’s Share of Redwood Pipeline Capacity 
The Redwood pipeline allows the City to buy gas at the receipt point of Malin, Oregon and transport the gas to 
“PG&E Citygate”, which is normally a higher priced receipt point. The City’s share of the Redwood pipeline was 
a net benefit to the Gas Utility of $519K through Q4 FY 2020. This is the difference between the cumulative 
value of Redwood capacity of $1,628K (the difference of the monthly index prices at the ends of the Redwood 
pipeline in Malin, Oregon and PG&E Citygate) and the cumulative transportation cost of using the Redwood 
pipeline of $1,109K. 
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Gas Budget and Portfolio Performance 

Supply Volumes and Costs: Budget vs. Actual  
Figure 7 compares actual natural gas supply volumes and costs with the FY 2020 budget. Natural gas 
consumption through Q4 FY 2020 was 6% lower than the budget forecast, due to reduced consumption from 
COVID-19 shelter in place orders. Costs were 27% lower than budget due to lower than expected gas 
commodity rates and PG&E transportation rates.  
 

Figure 7: FY 2020 Natural Gas – Budget vs. Actual 
 

 
 

Figure 8 shows actual gas commodity prices at Malin, PG&E Citygate and Palo Alto Net Purchase Cost. Natural 
Gas prices experienced slightly higher volatility during the winter months but have returned to below normal 
levels. 
 

Figure 8: FY 2020 Natural Gas Prices ($/MMBtu) – Malin, Citygate and Palo Alto Net Purchase Costs 
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iii. Water 
 
Water Availability  

The water year began October 1. As of November 1, 2020, the Regional Water System upcountry storage 
operated by the San Francisco Public Utilities Commission (SFPUC) was 83% full. October was extremely dry. 
Precipitation did occur in November, but that data is not included in the charts below. The figures below show 
the monthly precipitation for the regional system and SFPUC water deliveries to the peninsula as of October 27, 
2020. Usage is up slightly across the peninsula. 
 

Figure 9: Bay Area Precipitation Index as if Nov 1, 2020 
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Figure 10: Hetch Hetchy Precipitation as of Nov 1, 2020 

 
 

Figure 11: SFPUC Water Deliveries 
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Water Budget and Portfolio Performance 

Supply Volumes and Costs: Budget vs. Actual  
The figure below compares actual water supply volumes and costs to the FY 2020 budget projections. Actual 
water supply volumes were 2.6% below forecast and water supply costs were 1.9% lower than budget. 
 

Figure 12: FY 2020 Water – Budget vs. Actual  
 

 
*One of the five water station exhibited meter reading issues in late March, metered volumes might be slightly lower than actual demand. We are 
working with SFPUC to resolve this matter.  

 
Water Use 

Water use through Q4 FY 2020 was slightly lower compared to FY 2019, due to reduced consumption from 
COVID-19 shelter in place orders. The figure below shows the monthly water purchases in FY 2020, compared 
with FY 2018 and FY 2019.  

 
Figure 13: Potable Water Use 
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iv. Fiber Optics  
 
Commercial Dark Fiber Service:  

The total number of commercial dark fiber customers at the end of FY 2020 Q4 was 95 accounts (94 commercial 
accounts and 1 City account). The total number of active dark fiber service connections serving commercial and 
City customers is 201 (some customers have multiple connections). Commercial customers generate 
approximately 50.75% of the dark fiber license revenues.  The remaining 49.25% of licensing revenues is from 
City departments. 
 
Request for Proposal for Phased Fiber Expansion  

In response to a City Council Motion on June 24, 2019, which directed staff to reissue the Fiber-to-the-Node 
(FTTN) Request for Proposals (RFP), a new RFP was issued on September 10, 2019, to solicit one or more 
qualified consultant(s) under a Professional Services Agreement to begin a multi-phase fiber network expansion 
to support Advanced Metering Infrastructure (AMI), Supervisory Control and Data Acquisition (SCADA) Systems, 
and Wireless Communication Technologies. On June 1, 2020 a contract was awarded to Magellan Advisors as 
project consultants (Staff Report #11368). 
 
This project is divided into four phases in the RFP scope of work.  As phases are completed, staff will be seeking 
Council’s approval of the completed tasks and funding authorization for subsequent phases (2 through 4). 
 
Phase 1 seeks a high-level design and cost estimate for fiber expansion to support Advanced Metering 
Infrastructure (AMI), and preliminary assessment of Fiber-to-the Premises (FTTP), Supervisory Control and Data 
Acquisition (SCADA), and wireless communication for City field staff and other City services; 
 
Phase 2 seeks a detailed engineering design and cost estimate for fiber expansion to support AMI, SCADA, and 
wireless communication for City field staff and other City services; 
  
Phase 3 seeks a business case and high-level design for a citywide Fiber-to-the Premises (FTTP) network.  The 
FTTP network and high-level design in the business case should expand on the fiber network for AMI, SCADA 
and wireless communication; and 
 
Phase 4 seeks a detailed engineering design, cost estimate and a phased deployment approach for FTTP. 
 
The Magellan contract was amended on October 5, 2020 to accelerate some tasks in phase 3 to develop the 
fiber-to-the-premises (FTTP) business case  (Staff Report #11580). 

 

v. Efficiency Programs 

Saving Energy and Water While Sheltering in Place  – Staff are committed to finding additional ways to 
innovate and expand energy and water related programs in the shelter in place environment. Recognizing that 
unprecedented numbers of people are working and studying from home and will likely experience increased 
costs on their utility bills, we have been sending e-mails and running a social media campaign to share tips and 
tricks for saving energy and water and making the home environment more comfortable. View these tips 

https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?t=64318.92&BlobID=76798
https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?t=59010.48&BlobID=78526
https://cityofpaloalto.org/gov/depts/utl/residents/save_energy_n_water/resources/efficiency_tips/default.asp
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online at www.cityofpaloalto.org/efficiencytips and follow us in social media with the hashtags #WePowerOn 
#PaloAltoProud and #PublicPower.  
 
CPAU launched a “Sustainable Kids” e-mail and social media campaign both to educated the younger Palo Alto 
community members about energy and water and to provide family-friendly activities for children as they 
spend more time at home this summer. The final e-newsletter of the series was on the topic of water and was 
sent out in early November. 
 
Energy & Water Efficiency Workshops – Many public events and workshops were canceled this spring in 
response to the COVID-19 pandemic. Our partners at the Bay Area Water Supply and Conservation Agency 
(BAWSCA) are offering virtual landscape workshops so you can learn how to save water and improve the 
sustainability of your landscape from the comfort of your own home. Palo Alto residents and businesses can 
take advantage of landscape rebates through our cost-sharing partnership with Valley Water. 
 
Modifications to Utilities Programs – In accordance with the County order lifting restrictions on construction 
activities, some energy efficiency projects are resuming. Examples of allowed activities include commercial 
energy efficiency projects, solar installations, EV charger installations, and other work that does not require 
staff or consultant visits inside occupied residential dwellings. The County’s construction protocols must be 
followed.  

• Large projects in spaces over 20,000 feet of floor space require one set of protocols be followed: 
https://www.sccgov.org/sites/covid19/Documents/appendix-b-2-lg-project-04-29-2020.pdf 

• Small project in spaces less than 20,000 square feet require a different set of 
protocols:  https://www.sccgov.org/sites/covid19/Documents/appendix-b-1-sm-project-04-29-2020.pdf 

Although all visits inside occupied residential dwellings are temporarily on hold, many Utilities programs have 
been modified to continue to provide value to the community. Starting in November 2020, the Home 
Efficiency Genie will be offering a new virtual assessment platform which will providing residents with a 
remote efficiency evaluation of their home. Due to the COVID 19 safety protocols put in place, the Genie has 
been unable to offer their comprehensive in-home assessments they had providing since 2015. For a $49 fee, 
this new virtual, phone base platform will allow residents to walk through their home with guidance from the 
Genie technician to review and uncover inefficiencies, comfort concerns, and even health and safety issues. 
For no additional charge, the virtual program will also offer participants energy saving products like LED bulbs 
and a smart power strip. Visit www.cityofpaloalto.org/utilityprograms for the latest on program modifications. 
 
Events and Workshops 

For updates on future events and workshops, please visit  www.cityofpaloalto.org/workshops. 
 

 

  

http://www.cityofpaloalto.org/efficiencytips
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp?NewsID=4370
https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?BlobID=76086
https://www.cityofpaloalto.org/gov/depts/utl/residents/save_energy_n_water/default.asp
https://www.sccgov.org/sites/covid19/Documents/appendix-b-2-lg-project-04-29-2020.pdf
https://www.sccgov.org/sites/covid19/Documents/appendix-b-1-sm-project-04-29-2020.pdf
http://www.cityofpaloalto.org/utilityprograms
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp?NewsID=4370
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vi. Communications Highlights 
This section summarizes communications highlights, updates on major campaigns and noteworthy events. 
Copies of ads and bill inserts are available online at: 
 
 https://www.cityofpaloalto.org/gov/depts/utl/billinserts.asp.   
 
Current Communication and Outreach Activities 
 
Utilities Rate Changes for FY 2021 - In June 2020, the Palo Alto City Council met to approve rates for the fiscal 
year starting July 1. After many hours of tough budget talks and efforts to reduce expenses, the city decided 
not to increase most utility rates due to the current economic conditions for customers. Instead, CPAU will 
draw down current Enterprise Fund financial reserves with the exception of the gas utility and previously 
approved annual stormwater fee inflation increase. Gas rates increased by 2% on average. Rising costs for 
necessary infrastructure improvements drive much of this change. These projects will help to ensure a safe, 
reliable and resilient gas system for the future. Stormwater fees Drain and Dark Fiber rates increased by 2.5%. 
Read more in the staff report about rate changes. 
 
Heat Waves and Power Outages - In late summer and into October 2020, California and the western United 
States experienced record-breaking heatwaves. This caused a strain on the electric grid and high electricity 
demand put pressure on the state’s energy infrastructure. The agency that manages the state’s electric grid, 
the California Independent System Operator (ISO), issued several statewide calls for voluntary electricity 
conservation, known as a Flex Alert, in an attempt to avert rolling power outages. During the height of the 
electrical grid emergency, Governor Newsom issued an emergency declaration to free up additional energy 
supplies such as through backup generators. During each incident, staff posted conservation messaging across 
all public channels and directly reached out to customers on the rolling outage schedule to inform them of 
what to expect. Palo Alto experienced a power outage for about 4,500 customers on the evening of Friday, 
August 14, but due to concerted efforts from state and city community members, we were able to avoid 
additional power outages.  
 
Membership with APGA – This quarter, the City received some inquiries through social media and comments 
to the UAC from advocates concerned about Palo Alto’s membership with the American Public Gas Association 
(APGA). In recent years, APGA has submitted comments to the California Energy Commission opposing 
building electrification mandates. City staff have communicated directly with executive management at APGA 
regarding legislation surrounding renewable energy, the fossil fuel industry, and electrification. Through such 
correspondence, we have reiterated that Palo Alto is actively exploring electrification in our service territory 
and developing relevant policies and programs while carefully considering the operational implications for our 
gas utility operations. Specifically, CPAU has communicated to APGA that Palo Alto’s position on this topic 
diverges from APGA, and we will continue to do so when corresponding about these issues.  
 
The City has debated internally whether we should continue our membership. At this time, we believe the 
safety and reliability of the gas system needs to continue to be our priority. APGA primarily exists to help small 
publicly owned gas utilities ensure the safety of their gas systems and comply with Department of 
Transportation (DOT) safety regulations. It provides a wide variety of resources to its members that we rely on 

https://www.cityofpaloalto.org/gov/depts/utl/billinserts.asp
https://www.cityofpaloalto.org/gov/depts/utl/billpay/ratechange.asp
https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?t=39805.81&BlobID=77153
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp?NewsID=4963
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp?NewsID=4967
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in managing our gas system. As a result, we continue to maintain our membership with APGA while expressing 
our dissatisfaction about their advocacy positions. 
 
Public Safety Power Shutoffs - In recent years, wildfires have intensified in California, and utilities are taking 
action to reduce fire risks related to utility infrastructure. The year 2020 was no exception. Under threat of 
wildfire and extreme weather, a utility may shut off power to electric lines in high threat areas to prevent 
wildfire. This is called a public safety power shutoff, or PSPS. CPAU has a wildfire mitigation plan that outlines 
activities by Utilities and other city departments to mitigate the threat of wildfires associated with overhead 
electric lines and associated equipment. The City has identified the Foothills as the area at an elevated risk for 
wildfire. The rest of the city is considered at low risk for wildfire or PSPS. Staff have begun regularly reaching 
out to let our community know what to expect and how to prepare for the unexpected.  
 
Utilities Rate Assistance and Payment Relief for Residential and Commercial Customers - When the 
coronavirus (COVID-19) shelter in place public health order took effect, CPAU expanded payment relief and 
rate assistance programs to help our residential and commercial customers. The City’s initial proclamation of a 
local emergency in March and extension in May instituted a moratorium on disconnections for non-payment, 
late payment fees, and full-bill payment requirements. Customers can make partial payments, without 
penalty, and without risk of disconnection for non-payment. The total of missed payments (except Late Fees, 
which will be waived in their entirety) will continue to be owed, but customers will be eligible for an extended 
payment plan of up to 18 months from the proclamation termination. CPAU also expanded its Rate Assistance 
Program and bolstered outreach about the ProjectPLEDGE donation program to offer additional relief to 
customers struggling with a financial hardship.  
 
Outreach During the Pandemic - The City stepped up outreach about financial assistance programs, efficiency 
services, and other resources to assist customers needing help during this difficult time, including with this ad 
acknowledging that life can be confusing these days, but you can contact the city to gain access to services or 
other assistance. Information continues to be shared in community email updates, Utilities and 
cityofpaloalto.org/coronavirus websites, in social media, print and digital advertisements, radio ads, utility bill 
inserts, and directly with community, business and educational groups.  
 

vii. Innovation and Pilot Programs  
Program for Emerging Technologies  

CPAU’s Program for Emerging Technologies, or PET, (www.cityofpaloalto.org/UTLInnovation) provides the 
opportunity for local businesses and organizations to submit proposals for innovative and impactful products to 
CPAU for review as a prospective partner. The goal is to find and nurture creative products and services that will 
improve customer value, save natural resources, or reduce carbon emissions. From the program’s inception in 
June 2012 through the fourth quarter of FY 2020, the program has received a total of 94 applications. Table 3 
below summarizes the status of all applications through the fourth quarter of FY 2020.   
 
So far this year, none of the applicants have reached the threshold of value, quality, and relevance to be 
considered as good fits for a pilot project. We are currently in discussions with some applicants about revising 
their projects and are also evaluating potential regional collaborations with promising early stage companies. In 
order to provide more clarity for applicants and better focus the applications on CPAU’s priorities, we are also 

https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?t=79542.88&BlobID=77429
https://www.cityofpaloalto.org/gov/depts/utl/billpay/lowincome.asp
https://www.cityofpaloalto.org/gov/depts/utl/billpay/assist.asp
https://www.cityofpaloalto.org/gov/depts/utl/billpay/assist.asp
https://www.cityofpaloalto.org/civicax/filebank/documents/76454
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp?NewsID=4859
https://www.cityofpaloalto.org/civicax/filebank/documents/79127
https://www.cityofpaloalto.org/services/public_safety/plans_and_information/coronavirus/default.asp
https://www.cityofpaloalto.org/civicax/filebank/documents/76454
https://www.cityofpaloalto.org/civicax/filebank/documents/76454
https://www.cityofpaloalto.org/gov/depts/utl/projects/program_for_emerging_technologies/default.asp#:%7E:text=The%20City%20of%20Palo%20Alto,and%20implement%20innovative%20emerging%20technologies.
https://www.cityofpaloalto.org/gov/depts/utl/projects/program_for_emerging_technologies/default.asp#:%7E:text=The%20City%20of%20Palo%20Alto,and%20implement%20innovative%20emerging%20technologies.
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revamping the program’s guidelines highlight what makes a compelling project pitch for CPAU. We released 
these updated program priorities and guidelines this year and presented them to the UAC.  Staff will work with 
local universities and accelerators to solicit high-quality applications closely aligned with CPAU’s highest 
priorities in calendar year 2021. 
 
In January of 2020 the CPAU sponsored the GridShift Hackathon focused on decarbonizing the energy sector 
with Powerhouse Ventures and Silicon Valley Clean Energy. Several of the participants work for early stage 
energy companies and have reached out about applying to the program. We have had several follow-up 
discussions with a few of the most relevant companies to determine whether the program is a good fit for their 
current needs, and if they are a good fit for CPAU’s goals for this program, and are also exploring possible 
regional collaborations for projects. 
 
Academic Collaborations 
We currently have two active academic collaborations. One collaboration is with a Stanford researcher modeling 
hourly all-electric loadshapes for single family homes and the implications for the distribution systems, 
transmission system and electricity generation in California. Our other collaboration is with a San Jose State 
researcher modeling the impacts of utility scale battery systems on the emissions of the California electricity 
wholesale market. 
 
Completed Projects 
In the first quarter of FY 2020 CPAU elected to close a one-year pilot with the start-up UrbanLeap-- a platform 
for streamlining intake, ranking, and tracking of innovative pilot projects within local governments. There is 
potential to use UrbanLeap or another platform for interdepartmental collaboration throughout the City, but 
the scale of the Program for Emerging Technologies does not warrant using a dedicated software as a Utilities-
only solution. 
 
So far in FY 2020 we have also submitted three letters of support for exceptionally promising very early-stage 
technologies for research grants and accelerators. 
 

Table 3: Status to date of all applications to the Program for Emerging Technologies  
Deadline Total Received Under Review Declined/Closed Active Completed 

FY 2013 13 0 11 0 2 
FY 2014 15 0 11 0 4 
FY 2015 15 0 11 0 3 
FY 2016 14 0 9 0 5 
FY 2017 10 0 7 0 3 
FY 2018 10 0 9 0 1 
FY 2019 9 0 5 0 4 
FY 2020 8 1 2 2 3 

TOTAL 94 1 65 2 25 
 
 

https://gridshift.splashthat.com/
https://www.cityofpaloalto.org/gov/depts/utl/news/details.asp
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Electrification  

All-Electric Reach Code 
On April 1, 2020, the new Energy Reach Code became effective, with the requirements of all-electric design for 
low-rise residential new construction projects, and either all-electric design or increased energy efficiency 
beyond the state’s requirements for non-residential new construction projects. Staff plans to return to City 
Council with recommendation for all-electric design requirements for new non-residential projects and 
detached Accessory Dwelling Units in early 2021.   

 
Heat Pump Water Heater Program 
The heat pump water heater program (HPWH) has experienced an increase in completed projects in 2020 
compared to 2019. There were 7 completed HPWH projects in 2019 and in contrast, as of November 2020, 
there are 18 projects completed with one month still left in this year. The increase may be due to several 
factors, one being that COVID-19 shelter in place orders have kept residents at home more and this may have 
increased awareness of their home’s water heater condition. There has also been an increased number of 
utility bill inserts and print advertising promoting the HPWH rebate, highlighting the need to be proactive in 
replacing a water heater before it fails.  The HPWH has also been promoted in our electrification and Home 
Efficiency Genie webinars throughout 2020. We expect this upward trend to continue as more of CPAU’s 
electrification education and outreach continues to promote heat pump technologies. 
 
Home Electrification Readiness Assessment 
In October 2019, CPAU launched a new service offering home electrification readiness assessment to 
homeowners. This service is offered through the Home Efficiency Genie program. As of June 1, 2020, 13 
readiness assessments have been completed and there are 3 scheduled to be completed once COVID in-home 
visits are allowed to resume. 
 
Multifamily Gas Furnace to Heat Pump Retrofit Pilot 
In 2018, CPAU was awarded a $300,000 grant by the Bay Area Air Quality Management District to implement a 
pilot to help retrofit existing in-unit gas wall furnaces with high efficiency heat pump systems at up to 3 
affordable multifamily properties. The goal of the pilot is to identify the retrofit barriers, the energy savings 
and GHG reductions from such retrofits. As of September 2020, MidPen Housing has committed to retrofitting 
a minimum of 20 units at Page Mill Court. MidPen has selected a contractor for the furnace replacement work 
through a competitive bid process. Due to COVID 19 shelter in place orders, the installation work has been 
deferred until after Q2 2021. 
 
2020/2021 Electrification Work Plan  
In early March, staff presented the 2020/2021 Electrification Work Plan to the UAC. However, due to budget 
impact from the COVID-19 pandemic, staff has revised the work plan to adjust for available staffing resources. 
As part of the upcoming Request for Proposals (RFPs) for new residential and commercial energy efficiency 
programs beginning in FY 2022, staff will be seeking program designs to assist customers with electrification. 
 
Electrification Impact Study 
Staff completed electrification impact assessment during the summer of 2020 to estimate the costs to 
upgrade the electrical distribution grid and decommission the gas infrastructure to all single-family residences, 

https://www.cityofpaloalto.org/gov/depts/ds/green_building/2019_energy_reach_code.asp
http://www.cityofpaloalto.org/hpwh
http://www.cityofpaloalto.org/hpwh
https://www.cityofpaloalto.org/civicax/filebank/documents/78677
https://www.cityofpaloalto.org/gov/depts/utl/residents/save_energy_n_water/services/home_efficiency_genie/default.asp
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as well as the direct costs to customers to electrify gas appliances. The utility costs for the electric grid 
upgrade and gas system disconnection were presented to the UAC in November. Staff plans to present the 
results of the estimated customer costs at a later date as part of the City’s Sustainability and Climate Action 
Plan update. 
 
The Switch is On Campaign 
CPAU has been collaborating with the Building Decarbonization Coalition and other utilities/CCAs on a 
consumer outreach campaign to support home electrification. The campaign is aptly named “The Switch is 
On.” CPAU officially launched a local campaign in mid November. This will include digital ads on popular online 
platforms such as Google and Facebook, and will leverage the city’s social media channels and e-newsletters. 
The digital ads will direct traffic to the website “switchison.org,” which provides comprehensive information 
on how to make the switch from natural gas to electric appliances for water heating, space heating/cooling, 
cooking, as well as barbeques, fireplaces and pool heating. The campaign will be actively promoted by other 
CCAs in Northern California and will expand to the  Southern California in spring 2021. 
 
Electrification Education and Outreach 
In the effort to expand building electrification education, CPAU collaborated with NCPA (Northern California 
Power Agency) and 15 other member agencies to issue an RFP for electrification education including 
workshops, online classes, electrification expo’s, virtual electrification audits and youth education. Proposals 
were submitted on September 10, 2020 and interviews and evaluations were conducted in October. Ten 
proposals were submitted, and 4 vendors have been selected. Contracting is expected to be completed by the 
end of CY2020. 
 
Electric Vehicles  

EV Solutions and Technical Assistance Program 
The EV Technical Assistance Program (TAP) was soft launched in October 2019 with a new program website, 
bill insert and workshops for multifamily properties, places of worship and low-income multifamily properties. 
The innovative program has been duplicated by neighboring Community Choice Aggregators, Peninsula Clean 
Energy and Silicon Valley Clean Energy, both of which have also contracted with CLEAResult to implement 
their TAP programs. Program interest and new enrollments slowed down significantly due to COVID19. By the 
end of Q4, 82 customers expressed interest in participating in the program and 30 customers signed a 
Program Participation Agreement allowing CLEAResult to conduct site visits and 26 technical site visits with 
engineers and electricians were completed before shelter in place began on March 17th.  This time was used to 
create a template for final reports and presentations to customer which includes 3 design scenarios for 
installing EV chargers, including electrical load calculations, transformer and electrical panel information and 
price estimates. During Q4, CPAU successfully delivered final reports to 15 sites. With upcoming funding 
opportunities for commercial EV charger installations, aside from CPAU rebates (such as CALeVIP below) the 
plan is to expand TAP services to Small Medium Business, on top of multi-family and non-profits customers.   
 
CALeVIP - The California Energy Commission has partnered with five local energy agencies to launch a $55.2M 
rebate project for the installation of public access electric vehicle (EV) charging stations throughout Santa 
Clara and San Mateo counties. This Peninsula-Silicon Valley Project,  is an initiative of the California Electric 
Vehicle Infrastructure Project (CALeVIP), which aims to develop and implement regional incentives to support 
statewide adoption of EVs. CPAU has committed $1M of LCFS funds, to receive $1M in grant funding. These 

https://www.switchison.org/
http://cityofpaloalto.org/gov/depts/utl/pathway_to_sustainability/electric_vehicle/organizations/ev_chargers_for_your_property.asp
https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?BlobID=73543
https://calevip.org/?utm_source=PAU&utm_medium=email&utm_campaign=PSV&utm_content=webinar-requirements
https://www.cityofpaloalto.org/civicax/filebank/documents/78426
https://www.cityofpaloalto.org/civicax/filebank/documents/78426
https://calevip.org/incentive-project/peninsula-silicon-valley
https://www.cityofpaloalto.org/gov/depts/utl/pathway_to_sustainability/electric_vehicle/organizations/ev_chargers_for_your_property.asp?utm_source=PressRelease&utm_medium=email&utm_campaign=SacCALeVIP
https://www.cityofpaloalto.org/gov/depts/utl/pathway_to_sustainability/electric_vehicle/organizations/ev_chargers_for_your_property.asp?utm_source=PressRelease&utm_medium=email&utm_campaign=SacCALeVIP
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funds will become available to all eligible Palo Alto commercial customers to install Level 2 or Level 3 fast 
chargers over the next 2 years. Applications for incentives can be submitted beginning Wednesday, December 
16, 2020. It is estimated that this project will lead to the installation of approximately 200 new chargers in Palo 
Alto.  A prelaunch webinar for all interested parties is scheduled for December 2, 2020.  
 
 
City of Palo Alto EV Charger Rebates  
In FY2020 Q1, CPAU increased rebate levels to $8,000 per EV charging port from - $3,000 for multifamily 
properties and $5,000 for non-profits.  Residential Transformer Upgrade (Utility Service Capacity Fee) fees 
were also raised from $3,000 to $10,000.  CPAU also added a program to pay for commercial transformer 
upgrades (when necessary and feasible) up to $100,000 with a minimum of 10 connectors or fully wired EVSE-
ready outlets. All incentives are funded through LCFS credits. The new and updated incentives continue to 
help drive interest to the TAP program.  We are also learning that to accommodate new EV chargers, about 
half of the transformers serving the non-profits and multifamily properties participating in TAP may require a 
new transformer. 
 
Clean Fuel Rewards Program 
All Palo Alto residents purchasing electric vehicles, will be eligible for a Clean Fuel Rewards point-of-sale 
$1,500 rebate starting November 17, 2020 at participating dealerships. The City of Palo Alto Utilities will be 
contributing Low Carbon Fuel Standard funds towards this new statewide initiative, which was approved by 
City Council in May 2020. CPAU expects to contribute $300,000-$400,000 annually for the next 10 years. All 
auto-dealerships in Palo Alto will be notified of this opportunity to lower the cost of new electric vehicles. 
 
Electric Vehicle Education and Outreach 
In the effort to expand EV education, CPAU collaborated with NCPA (Northern California Power Agency) and 
15 other member agencies to issue an RFP for EV education including workshops, online classes, virtual and in-
person ride and drives, EV expo’s and youth education. Proposals were submitted on September 10, 2020 and 
interviews and evaluations were conducted in October. Ten proposals were submitted, and 8 vendors have 
been selected. Contracting is expected to be completed by the end of CY2020. 
 

viii. Legislative and Regulatory Issues  
 
While the City operates on the Fiscal Year (July through June), the State legislature operates on the calendar 
year and the federal government, on the Federal Fiscal Year (October to September). In order to provide 
accurate and timely information, CPAU Legislative staff notes here current issues we are working on at the time 
of this report, regardless of each entity’s operating year.  
 
State legislation  

With COVID-19-imposed recesses shortening the legislative session, and the pandemic, affordable housing, and 
police reform issues taking high priority, POU-related bills did not feature prominently in the year’s session. 
Below we note the few tracked bills that will become law in 2021. This item supplements the more complete 
UAC legislation presentation from November 4, 2020. 
 

https://go.energycenter.org/PSV-prelaunch-webinar.html?source-medium=CALeVIP-website
https://www.cityofpaloalto.org/civicax/filebank/documents/71892
https://cleanfuelreward.com/
https://cleanfuelreward.com/find-your-ev/electric-car-dealers
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AB 2788 (Todd) Public utilities: cooperation with immigration authorities 
Requires immigration authorities to obtain a court-ordered subpoena or judicial warrant to gain access to a 
customer’s electrical and gas consumption data. 
 
 
 
SB 275 (Pan) Health Care and Essential Workers: personal protective equipment.  
Requires the state to establish stockpiles of personal protective equipment for healthcare and essential 
workers. "Essential workers" means, in part, government workers whose work with the public continues 
throughout a crisis, such as Utilities staff.  
 
SB 865 (Hill) Excavations: subsurface installations. 
Makes a number of changes to the Dig Safe Act of 2016 including: requiring new subsurface installations be 
mapped using GIS; renaming the California Underground Facilities Safe Excavation Board as the “Dig Safe 
Board”; and requiring an excavator to notify the Regional Notification Center within 48 hours of discovering or 
causing damage. 
 
State regulatory proceedings  

Below, staff notes the issues we’ve tracked or engaged in with various agencies during the last quarter, primarily 
through our work with CMUA and NCPA. The below items are in addition to joint state agency (CEC, CPUC and 
CAISO) efforts on the August 2020 rolling blackouts. 
 
Energy Commission  
Staff is tracking Energy Commission regulatory activity related to the Renewable Portfolio Standard (RPS) as it 
relates to a potential requirement to require specific terms in Publicly Owned Utility renewable contracts. 
 
Air Resource Board 
Staff is tracking proceedings related to Advanced Clean Fleets and potential modifications to the Low Carbon 
Fuel Standard 
 
Public Utilities Commission 
Despite the lack of jurisdictional authority over POUs, both NCPA and CMUA are tracking various PUC 
proceedings related to wildfire mitigation planning, electric utility undergrounding, and utility physical security. 
Such proceedings may impact transmission dependent POUs or may provide insight into how future POU 
procedures may be viewed by the CEC.  
  
State Water Resources Control Board 
Data collection regarding COVID-19-related impacts, water rights fees 
 
Federal legislation  

Much of Congress’ attention is focused on COVID-19-related bills, with the Senate also focused recently on 
Supreme Court nominee hearings. And both chambers were also focused on police reform and more recently, 
the elections. Below are some of the bills NCPA is tracking: 
 

http://www.caiso.com/Documents/Preliminary-Root-Cause-Analysis-Rotating-Outages-August-2020.pdf
https://ww2.arb.ca.gov/our-work/programs/advanced-clean-fleets
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H.R. 4447 (O’Halleran, AZ-D): The Clean Economy Jobs and Innovation Act.  
The House passed this bill that would, in part, update building energy efficiency standards and provide 
incentives to encourage deployment of renewables, distributed energy, and energy storage. Some provisions, 
including those relating to interregional transmission planning and changes in transmission cost allocation, are 
concerning. The Trump administration threatened to veto the bill if it passes the Senate.  
 
H.R. 5744 (LaMalfa, CA-R): The Clearing Lines along Electrical At-Risk Zones (CLEAR) Act. 
This bill would extend the area around utility rights-of-way that must be kept safe from hazard trees, provide 
for a categorical exemption from environmental assessments, and ensures vegetation plans will be approved 
within 60 days. A press release is here; the bill is not expected to become law.  
 
S. 4431 (Feinstein): The Emergency Wildfire and Public Safety Act of 2020. 
This bill would help protect communities by implementing wildfire mitigation projects, sustaining healthier 
forests, and providing energy and retrofitting assistance to businesses and residences. A press release is here. 
The bill is not expected to pass in 2020, if at all.  
 

ix. Utility Financial Summary  
This section describes the unaudited actual financial results for FY 2020 for all Utilities funds. The Council-
adopted long-term Financial Plans for the Electric, Gas, Wastewater Collection, and Water Funds have been 
updated for FY 2020 and FY 2021 during the budget review process.   
 
Electric Utility Overview  

Sales for the Electric Utility in FY 2020 were 0.4% lower than forecasted in the FY 2020 Financial Plan. Sales were 
as expected, despite the reduced load due to Shelter-in-place policies. Revenues have increased by $8.7 million 
or 5.2% higher than forecasted. Part of this increase was also due to favorable revenue from surplus hydro sales. 
 
Expenses decreased by $10.8 million or 6.4% lower than forecasted. About $5 million can be attributed to lower 
than expected electricity purchase costs, and another $5 million related to lower administration, resource 
management, operations and maintenance, engineering and customer service expenses. The lower spending in 
operations and maintenance is related to staffing vacancies and contract funding that remains unspent due to 
challenges hiring contract firms in a tight labor market, and this spending is expected to be higher in future 
years.  
   
The Electric Supply and Distribution Operations Reserves were within the reserve guideline levels at the 
beginning and ending of FY 2020.  In addition, due to surplus energy revenues seen in FY 2019 and FY 2020, staff 
started repayment of a short term $10 million loan from the Electric Special Projects (ESP) reserve done in FY 
2018, and provided additional funds to the Hydro Stabilization Reserve for future dry-year conditions and the 
Capital Reserve for future capital improvement needs. 
 
The Electric Utility CIP Reappropriation and Commitment Reserves totaled $9.5 million at the end of FY 2020.   
 

https://lamalfa.house.gov/media-center/press-releases/lamalfa-introduces-clear-zones-act
https://www.feinstein.senate.gov/public/index.cfm/press-releases?ID=A448ACE2-0781-43FD-9FCE-E35A9175DC5C
https://www.cityofpaloalto.org/civicax/filebank/blobdload.aspx?t=39805.81&BlobID=77153
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Gas Utility Overview 

Sales for the Gas Utility in FY 2020 were 4% lower than forecasted in the FY 2020 Financial Plan, due to reduced 
load from Shelter-in-place policies. Correspondingly, sales revenues were 2.1%, or about $1.2 million lower than 
forecasted. Other revenues were higher by about $360,000, mainly due to larger than expected interest income.  
 
Expenses were 9.3%, or about $3.6 million below forecast. The majority of this, $3.3 million, resulted from 
purchase cost savings due to lower sales and market prices for natural gas coming in lower than projected. 
Operations cost savings accounted for the remainder, although these were offset somewhat by an additional 
$1 million in CIP for main and ABS/Tenite replacements than were previously budgeted.  
 
The $3.3 million in purchase cost savings was passed directly to customers, which typically results in an 
equivalent reduction in sales revenues relative to the forecast.  However, sales revenues only decreased by $1.2 
million, which was partly due to steep price declines that occurred within the month.  In addition, an error in 
the model used to generate the forecast underestimated Carbon Neutral Gas revenues by $1.5 million, 
contributing to the smaller than expected difference between forecasted and actual sales revenues. This 
modeling error had no effect on actual rate setting because gas supply rates are set based on monthly gas 
market index prices and Carbon Neutral Gas rates are set based on the actual cost of offsets purchased.  
 
Staff completed the forecast  in early 2019 at a time when lower staff capacity and higher workload led to less 
time for quality control of forecasts. New measures have been put in place to reduce the chance of errors since 
then, including expanding staff capacity in the Rates and Financial Forecasting workgroup and starting the rate 
setting process earlier to allow more time for quality control. 
 
The Gas Operations Reserve was within the reserve guideline levels at the beginning of FY 2020 but was above 
the guideline levels at the end of FY 2020.   
 
The Gas Utility CIP Re-appropriation and Commitment Reserves totaled $1.6 million at the end of FY 2020.   
  
Water Utility Overview  

The FY 2020 Financial Plan anticipated water usage would slowly decline in the future as water efficiency 
increases. In FY 2020, water usage increased overall relative to FY 2019 and FY 2018 and was 1.4% higher than 
the projection in the FY 2020 Financial Plan. Correspondingly, sales revenue was 1.9% higher than the projection 
from the FY 2020 Financial Plan. However, overall revenue was 6.7% higher than the projection in the FY 2020 
Financial Plan because of higher interest income and service connection revenue. Expenses were 23% lower 
than anticipated in the Financial Plan, primarily due to changes in the timing of CIP expenditures.  
 
 Approximately $11 million in projects budgeted in FY 2020 or earlier will be re-appropriated to FY 2021, the 
largest being Main Replacement Project 27, estimated at $2.3 million, and some seismic water system upgrades, 
estimated at $5.1 million. The FY 2020 Financial Plan estimated the CIP expenditure for FY 2020 to be $16.9 
million while the actual CIP expenditure for FY 2020 was $6.8 million. 
 
The Water Operations Reserve was above the reserve guideline levels at the beginning of FY 2020. Staff 
transferred $3 million to the CIP Reserve and $5 million to the Rate Stabilization as authorized by the City Council 
in Resolution 9905. These funds are needed in the CIP Reserve for planned reservoir seismic safety upgrades 
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and in the Rate Stabilization reserve to help offset a series of large wholesale water rate increases that are 
anticipated to begin in FY 2023. CIP spending in FY 2020 was lower than anticipated; for this reason, the 
Operations Reserve remained above  the maximum guideline level at the end of FY 2020. In the FY 2022 financial 
plan, staff will present a plan to bring the Operations Reserve to within guideline levels by the end of FY 2022. 
 
The Water Utility CIP Reappropriation and Commitment Reserves totaled $11 million at the end of FY 2020. 
 
Wastewater Collection Utility Overview  

Wastewater revenues in FY 2020 were 0.3% lower than forecasted in the FY 2020 Financial Plan. Expenses were 
14.6% lower than projected in the FY 2020 Financial Plan due to CIP projects that were planned for 2020 and 
prior years being re-appropriated to FY 2021. Sanitary Sewer Replacement 29 was budgeted to be completed in 
FY 2020, but now is estimated to be completed in FY 2021. The FY 2020 Financial Plan estimated the CIP 
expenditure for FY 2020 to be $6 million while the actual CIP expenditure for FY 2020 was $3.8 million. The 
Wastewater Collection Operations Reserve was below the maximum guideline level and above the target level 
at the end of FY 2020. 
 
The Wastewater Collection Utility CIP Reappropriation and Commitment Reserves totaled $4.8 million at the 
end of FY 2020.  
 
Fiber Optic Utility Overview  

Fiber revenue and expenses for FY 2020 were $6.0 million and $3.3 million respectively.  Fiber revenue was $0.4 
million or 8% above forecast because $0.7 million of unrealized gain from investment income.   The market value 
of securities fluctuates, depending on how interest rates perform. When interest rates decrease, the market 
value of the securities in the City’s portfolio will likely increase; likewise, when interest rates increase, the 
market value of the securities will likely decrease. Understanding and showing market values is not only a 
reporting requirement, but essential to knowing the principal risks in actively buying and selling securities. It is 
important to note, however, that the City’s practice is to buy and hold investments until they mature so changes 
in market price do not affect the City’s investment principal. 
  
Fiber capital expenses were $1.2 million lower than projected, primarily due to delay of the Fiber Optic System 
Rebuild.   The Fiber Optic System Rebuild project has been temporarily suspended due to resource constraints 
in Engineering and Operations.  In addition, the fiber rebuild CIP will be combined with the City’s fiber network 
expansion plan with consulting from Magellan Advisors due to operational synergies and potential cost savings 
in construction from the high-level network design. 
  
The total Fiber Optic Utility Rate Stabilization and Emergency Plant/Other Reserves totaled $34.1 million at the 
end of FY 2020.   
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Table 4: Utilities Financials, FY 2020 Actuals 
 

Sales Volumes 
Revenue 

$,000 
Expense 

$,000 
Net Reserve Change 

$,000 
Electric Utility 
FY 2020 Financial Plan 858,347 MWh 167,778 (168,637) (859) 
FY 2020 Actuals 854,761 MWh 176,436 (157,804) 18,632 
Change from Financial 
Plan 

(3,586) MWh 
(0.4%) 

8,658 
5.2% 

10,833 
(6.4%) 

19,491 

Gas Utility  
FY 2020 Financial Plan 27,725,000 therms 39,381 (39,206) 175 
FY 20 Actuals 26,610,000 therms 38,541 (35,574) 2,967 
Change from Financial 
Plan 

(1,115,000) therms  (840) 3,632 2,792 
(4.0%) (2.1%) (9.3%)  

Water Utility  
FY 2020 Financial Plan 4,607,000 CCF 48,857 (57,732) (8,875) 
FY 20 Actuals 4,671,000 CCF 52,136 (44,191) 7,945 
Change from Financial 
Plan 

64,000 CCF  3,279 13,542 16,821 
1.4% 6.7% (23.5%)  

Wastewater Collection Utility  
FY 2020 Financial Plan  21,911 (23,112) (1,201) 
FY 20 Actuals  21,839 (19,744) 2,095 
Change from Financial 
Plan 

 (72) 3,368 3,296 
 (0.3%) (14.6%)  

Fiber Optic Utility   
FY 2020 Financial Plan  5,544 (4,326) 1,218 
FY 2020 Actuals  5,991 (3,284) 2,707 

 
Table 5: Operations Reserves, FY 2020 ($000) 

 Electric 
Supply 

Electric 
Distribution 

 
Gas Water 

Wastewater 
Collection 

Fiber 
Optic * 

FY 2020 Beginning  28,709   16,536   9,966   20,652   5,390   30,358  
Change 720 (7,427) 3,484 (811) 271 2,707 
FY 2020 End  29,429 9,109 13,450 19,841 5,661 33,065 
Reserve Minimum  17,988   8,594   5,410  7,045  3,904   444 
Reserve Maximum  35,977   13,609   10,821   14,119   7,260   887  

* For Fiber Optics, the Reserve is the Rate Stabilization (not the Operations) Reserve 
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Residential Bill Comparisons  

Table 6: Residential Electric Bill Comparison ($/month) 
As of May 2020 

Season Usage (KWh/mo)  Palo Alto  PG&E  Santa Clara  Roseville 

Summer 
(May-Oct) 

300 $41.27 $73.12 $36.96 $55.67 

365 (Median) 51.56 91.84 45.27 62.10 
650 106.76 179.26 81.66 97.85 
1200 213.27 347.95 151.91 179.96 

 
Table 7: Residential Natural Gas Bill Comparison ($/month) 

As of May 2020 

Season 
Usage (therms per 

month) Palo Alto 

Menlo Park, Redwood City, 
Mountain View, Los Altos, and 

Santa Clara (PG&E Zone X) 
Roseville 

(PG&E Zone S) 

Summer 
(Jun-Oct) 

15 $26.57 $20.99 $22.50 
18(Median) 29.21 26.65 28.25 
30 45.00 49.65 51.25 
45 66.61 78.41 80.01 

 
Table 8: Residential Water Bill Comparison ($/month) 

As of May 2020  

Usage CCF/month Palo Alto 
Menlo 
Park 

Redwood 
City 

Mountain 
View Santa Clara Hayward 

4 $46.89 $51.56 $54.04 $37.92 $43.47 $37.20 
(Winter median) 7 70.28 74.22 76.09 58.74 62.13 58.62 
(Annual median) 9 90.42 89.32 90.79 72.62 74.57 72.90 

(Summer median) 14 140.77 128.97 138.94 107.32 105.67 110.51 
25 251.54 217.24 267.39 225.26 174.09 203.02 

Based on the FY 2013 BAWSCA survey, the fraction of SFPUC as the source of potable water supply was 
100% for Palo Alto, 95% for Menlo Park, 100% for Redwood City, 87% for Mountain View, 10% for Santa 
Clara and 100% for Hayward. 

 
Table 9: Residential Wastewater Collection (Sewer) Bill Comparison ($/month) 

As of May 2020 
Palo Alto Menlo Park Redwood City Mountain View Los Altos Santa Clara Hayward 

$41.37 $98.08 $81.76 $42.05 $38.44 $44.07 $34.30 
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Table 10: Median Residential Overall Bill Comparison ($/month) 
As of May 2020 

Utility and Usage  Palo Alto 
Menlo 
Park 

Redwood 
City 

Mountain 
View Santa Clara Hayward 

Electricity (365 kWh/mo) $51.56  $91.84  $91.84 $91.84 $45.27 $91.84 
Gas (18 th/mo) 29.21 26.65 26.65 26.65 26.65 26.65 
Water (9 CCF/mo) 90.42 89.32 90.79 72.62 74.57 72.9 
Wastewater 41.37  98.08  81.76  42.05  44.07  34.30  

TOTAL 212.56  305.89  291.04  233.16  190.56  225.69  
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Table 11: FY 2020 Reserve Report from the City’s Financial System (‘000)  
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