RESOLUTION NO. 2019-44

RESOLUTION RESTRICTING FUND BALANCE WITHIN
THE LIGHT AND POWER FUND FOR NON-FEDERAL POWER
PURCHASE CREDIT SUPPORT RESERVES

WHEREAS, the City has committed to purchase 1 megawatt (MW) of non-federal
power in both fiscal years 2019 and 2020 through the Northwest Energy Supply
Cooperative (NIES); and

WHEREAS, the contract with NIES requires that the City establish Credit Support
Reserves (Reserves) for the power purchases based on a percentage of the remaining
purchase obligation; and

WHEREAS, the City Council has determined that restricting a portion of the Light
and Power Fund’s Fund Balance is the best way to meet the Reserves requirement.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY OF FOREST GROVE AS
FOLLOWS:

Section 1. The following amounts of the Light and Power Fund’s Fund Balance
are restricted solely for the purpose of meeting the Credit Support Reserves requirement
of the power purchase agreement through NIES: 1) as of October 1, 2019, $53,646; 2)
as of June 30, 2020, the amount restricted is lowered to $32,603; and 3) as of September
1, 2020, the amount restricted is lowered to $27,955.

Section 2. This resolution is effective immediately upon its enactment by the
City Council.

PRESENTED AND PASSED this 12" day of August, 2019.

Donna) SRl

Anna D. Ruggles, City Recorder

APPROVED by the Mayor this 12" day of August, 2019.

i IO

Peter B. Truax, Mayof
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CITY COUNCIL STAFF REPORT

TO: City Councll
FROM: Jesse VanderZanden, City Manager
MEETING DATE: August 12, 2019

PROJECT TEAM: Paul Downey, Administrative Services Director
Keith Hormann, Light & Power Director

SUBJECT TITLE: Fund Balance Restriction for Non-Federal Power Purchases

ACTION REQUESTED: | | Ordinance | Order | X | Resolution | | Motion | Informational |

X all that apply

ISSUE STATEMENT: The City has agreed to purchase 1 megawatt (MW) of non-Federal power
in both FY2019 and FY2020 (federal fiscal year of October 1 through September 30) to meet its
commitment to the Bonneville Power Administration (BPA) of purchasing power above the BPA
established high-water mark from non-Federal sources. The City has contracted to purchase the
power through the Northwest Energy Supply Cooperative (NIES). As part of the contract, the City
is required to obtain and maintain Credit Support Reserves for any outstanding transactions with
NIES. Staff is recommending holding cash in a reserve fund which is restricted by ordinance or
resolution for that purchase. Staff has prepared a resolution for Council consideration.

BACKGROUND: The City is a member of NIES and is purchasing power with several other
members for the next two years starting October 1, 2019. Each member is responsible only for
credit support reserves for the amount of its own purchases. Per NIES’ Credit and Risk Policy,
Member is required to obtain and maintain Credit Support Reserves for any outstanding
transactions with NIES. In order to comply with this requirement, Member must use one of the
available Credit Support Reserves options:

a. An irrevocable, non-transferrable, standby letter of credit issued by a Northwest Energy
Management Services (NEMS)-Approved Financial Institution naming NIES as the sole
beneficiary (“Letter of Credit”). The Letter of Credit shall be payable upon presentment
and otherwise in a form reasonably acceptable to NIES.

b. Cash held in a bank account the use of which is restricted by a duly enacted resolution
or ordinance of member’s governing body to provide Credit Support Reserves to NIES
and to which NIES has sole ACH access.

c. Cash held in a reserve fund or account the use of which is restricted by a duly enacted
resolution or ordinance of member’s governing body to provide Credit Support Reserves
to NIES.
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Member’s Credit Support Reserves requirement is calculated by multiplying the sum of Member’s
outstanding transactions minus its average two month prepay amount, and then multiplied by ten
percent (10%).

Staff is recommending option C as it is the easiest method for the City to administer. This option
requires that the City set aside funds which cannot be used for any other purpose while this
resolution is in effect. The required reserves will decline over time. The required reserve at
October 1, 2019, is $53,646. The required reserves at September 1, 2020, is $27,655. The
resolution will adjust the amount of required reserves over time.

FISCAL IMPACT: Fiscal impact is minimal as only about 1% of the Light & Power Fund’s Fund
Balance will be restricted from other use at the outset of the resolution.

STAFF RECOMMENDATION: Staff recommends City Council approve the attached resolution
establishing the restricted funds.

ATTACHMENT(s): Resolution Restricting Fund Balance Within the Light & Power Fund for Non-
Federal Power Purchases




