AGENDA ITEM NO.

{5

COUNTY OF HUMBOLDT

For the meeting of: January 24, 2017

Date: January 5, 2017

e Board of Supervisors

From: Amy S. Nilsen, County Administrative Officer K

Subject: Approval of the Headwaters Fund Board’s Recommended Community Investment Fund

Loan to the Redwood Coast Energy Authority

RECOMMENDATION(S):

That the Board of Supervisors:

1. Receive report and approve the Headwaters Fund Board’s (HFB) recommended Community
Investment Fund (CIF) loan of $700,000 to support the Redwood Coast Energy Authority (RCEA)
implementation of the Community Choice Energy program;

2. Authorize the Chair of the Board to sign the loan contracts with the RCEA and Redwood Region
Economic Development Corporation (RREDC), for servicing of the loan; and

3. Direct the Clerk of the Board to return the signed Loan Service Agreements, Commercial
Promissory Notes, and Commercial Loan Agreements to Economic Development.
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SOURCE OF FUNDING:

Headwaters Fund, Community Investment Fund #3846
DISCUSSION:

The CIF of the Headwaters Fund is currently designed to support infrastructure and related projects that
benefit an industry cluster or sub-cluster and have significant economic and environmental benefit.
Applications for CIF loans and grants are considered on a case-by-case basis, as needed. The HFB
reviewed and recommended the loan request from RCEA in their November 15, 2016 meeting.

RCEA is a public joint powers agency located within Humboldt County formed in 2003 for the purpose of
developing and implementing sustainable energy initiatives that reduce energy demand, increase energy
efficiency and advance the use of clean, efficient and renewable resources available in the region. Member
agencies of RCEA include the seven (7) incorporated cities located in Humboldt County, the County of
Humboldt, and the Humboldt Bay Municipal Water District.

RCEA is moving forward with the implementation of a Community Choice Energy (CCE) program, which
is designed to reduce costs to Humboldt County electricity customers and also support local energy
generation. CCE is a legislatively-enabled process for communities to take over the tole of supplying
electricity from the existing eléctric utility. A CCE takes over the role of procuring electricity from
generators and providing electricity to its customers.

The RCEA Board of Directors decided to re-structure the original program to bring more of the consultant
work in-house during the “pre-startup” phase than was originally envisioned. This required an increase in
internal capacity sooner, rather than later, and was an adjustment to the initial program design. This
resulted in shifting consultant costs, which had a deferred payment financing structure with the energy
service provider, to internal financing. It is anticipated additional funds of approximately $700,000 will be
required and is the basis of RCEA’s request.

The recommended terms are to disburse up to $700,000 in Headwaters funds from the CIF. HFB approved
and recommends a non-revolving line of credit with interest only payments during the 12 month draw
period followed by a sixty (60) month term fully amortized repayment period. The interest rate is 5 percent
fixed. The source of repayment will come from operating revenues from sales of electricity to CCE
customers. Headwaters Fund would receive all principal and interest payments. RREDC is servicing the
loan for zero ($0) dollars.

Approximately $200,000 will be required during the “pre-startup” phase, which is anticipated to extend
until February 2017. At that point, barring any major issues, the CCE will be implemented. The remaining
balance of the non-revolving line of credit would then be used to manage initial cash flow as payments to
the RCEA for power purchased by consumers will be in arrears. RCEA anticipates that once operational
cash flow starts, the non-revolving line of credit will be quickly repaid and closed.

As reported previously, Headwaters Fund is focusing on large public loans as a way to increase returns to
the fund which can be used in the community for economic development projects. This loan will provide.
significant income to the fund in the next six years while reducing capital leakage from Humboldt County,
thus adding to the economic base. In addition, the project will create 6 new jobs and retain 5 positions. [t
also is expected to provide a local market for biomass waste which would support the timber-products
industry (one of the “Targets of Opportunity”).



FINANCIAL IMPACT:

Currently there is $§1.8 million available to loan from the CIF. This amount takes into account prior
undisbursed commitments, including $250,000 to Fly Humboldt, and a concurrent request for grant funding
(Decade of Difference, $300,000). If this loan were awarded, and the maximum amount of $700,000 was
drawn, $1.1 million would remain available for public infrastructure loans. It is anticipated that this loan
will result in interest earnings to the Headwaters Fund of 5 percent over the 6 year term of the loan.

Approval of HFB recommendations support the Board’s Strategic Framework to provide for and maintain
infrastructure.

OTHER AGENCY INVOLVEMENT:

Redwood Region Economic Development Commission

ALTERNATIVES TO STAFF RECOMMENDATIONS:

Your Board could choose not to approve the recommended plan. This alternative is not recommended, as
the project fits with the current Headwaters Fund goals and priorities of underwriting large public loans out
of the CIF,

ATTACHMENTS:

Attachment 1: RCEA Loan Application

Attachment 2: Loan Service Agreement between the County of Humboldt, Headwaters Fund and the
Redwood Region Economic Development Commission

Attachment 3: Commercial Promissory Note and Commercial Loan Agreement between County of
Humboldt, Headwaters Fund and Redwood Coast Energy Authority



ATTACHMENT I
RCEA LOAN APPLICATION



The Headwaters Fund
2011-12 Communily Investment Fund Application-Financing for Communities

COVERSHEET
Date of application: November 10, 2014
Organization Name: Redwood Coast Energy Authority
Address: 633 Third Street, Eureka, CA 95501
Director/CEOQ: Matthew Marshall, Executive Director

Organization Type: Government (type): JPA
Nonprofit(type):

Total curent year organizational budget: $1.923 million # of FTE employees: 21
Summarize the organization's mission:

The Redwood Coast Energy Authority (“RCEA”) is a public joint powers agency located within
the geographic boundaries of Humboldt County, formed in 2003 for the purpose of developing
and implementing sustainable energy initiatives that reduce energy demand, increase energy
efficiency, and advance the use of clean, efficient and renewable resources available in the

region. Member agencies of RCEA include the seven (7) incorporated cities located in Humboldt
County, the County of Humboldt, and the Humboldt Bay Municipal Water District,

Project title: Community Choice Energy Program

Project start date: Spring 2017 _ Project end date: Ongoing

Geographic focus of project: County of Humboldt

Contact person name and fitle: Matthew Marshall, Execulive Director

Contact phone: 269-1700  Contact email: mmarshall@redwoodenergy.org

Contact address {if different from
above):

Are technical, design, and environmental studies complete? Yes
Loan Amount Requested: $700,000 Estimated Loan Term: 72 months
Source of Loan Repayment: Cash flow.

Loan Security (description and value): N/A



1. Summary of Project

RCEA is implementing a Community Choice Energy (CCE) program, which is
designed fo reduce costs to Humboldt County electricity customers, support
local energy generation and reduce capital leakage from Humboldt County.
This project will support local economic development through both direct
investment and reduced costs to business.

2. Project Description

The County of Humboldt and the cities of Arcata, Blue Lake, Eureka, Fortuna
and Trinidad have adopted ordinances that allow customers in their jurisdictions
to participate in a CCE program through the RCEA. The program will allow
RCEA to purchase power directly and resell that power to local users.

The two key goals for the program are:
1. Provide overall rates that are lower than those offered by the local
existing utility for similar power supplies.
2. Supply an energy portfolio that prioritizes the use of local renewable
resources, including existing facilities to the maximum technically and
economicdlly feasible,

Initial program startup activities (some of which have been initiated or
completed} include the following:
» Hire staff and contractors to manage implementation (initiated)
» Identify and negofiate supplier/vendor contracts (initiated)
o Hectric supplier and scheduling coordinator (The Energy Authority)
o Data management provider (Noble Americas Energy Solutions)
» Define and execute communications plan {initiated)
o Customer research/information gathering
o Media campaign
o Key customer/stakeholder outreach
o Informational materials and customer notices
o Customer call center
Pay utility service initiation, nofification, and serchmg fees
Perform customer notification, opt-out and transfers
Conduct load forecasting
Establish rates
Obtain legal and regulatory support ‘
Implement financial management and reporting

Other costs related to starting up the CCE program will be the responsibility of
program contractors {(and are assumed to be covered by any fees/charges
imposed by such contractors). These include capital requirements needed for .
collateral/credif support for electric supply expenses, customer information



system costs, electronic data exchange system costs, call center costs, and
billing administration/setllements systems costs.

3. Economic Development Benefits

Successful implementafion of the CCE will result in @ reduction of capital
leakage from Humboldt County, thus adding to the economic base. In addition,
CCE will give Humboldi County the abiiity to increase the use of existing local
renewable biomass energy generation infrastructure. Investing in power from
these sources is expected to support job refention and growth by providing
stable revenue to businesses that are operating successfully but at a limited
capacity due to low energy prices. [t is also expected to support the timber-
products industry (one of the “Targets of Opportunity”} by providing a local
market for biomass waste.

4. Job Impacts

Six new jobs will be created. [n addition, the program will support the
continuation of approximately 5 FTEs existing positions The use of locall
renewable energy is moving forward with a request for offers for local biomass
power, which is anticipated to result in a contract with at least one local
piomass plants. This will lead to indirect job creation and retention in energy
production and in the forest products sector.

5, Environmental Benefits

Supporting and developing local renewable generation will have several
environmental benefits, mainly lowering fossil fuel use and greenhouse gas
emissions associated with electricity generation. Each energy portfolio scenario
has varying amounts of local biomass, solar, and local hydro. All exceed the
forecasted PG&E renewable energy percentages by 5% of overall supply, and
all achieve greenhouse gas emissions reductions of 5% compared to PG&E's
forecasted emissions. Local biomass energy has the benefit of diverting sawmill
residue from landfills and providing a market for forest management residues to
prevent them from being burned in place either intentionally or in the next
wildfire,

6. Quality of Life

In addition to all of the above, another benefit of consequence of a CCE
program is that revenue can be directed fowards other areas that are
considered environmentally important, such as energy efficiency, electic
vehicle infrastructure, incentives for rooftop solar, and energy innovation
funding. Future energy innovation projects are likely to include on-shore and off-
shore wind and wave generation.



As noted above, The CCE program will include an energy contract with at least
one, possible two, local biomass power plants. Healthy air quality is important to
the community; solid prices and coniracts for local biomass power are
expected to provide for any necessary upgrades to improve operating
efficiency and associated emissions of these facilities.

7. Qualifications of Staff and Contractors

Critical work has been completed by RCEA staff with substantial support from
two contractors experienced in the field and with CCE projects. These two
confractors include:

A. The Energy Authority. The Energy Authority (TEA) provides public power
utilities access to dedicated resources and advanced technology
systems, dllowing them to respond competitively in the changing
market. Through partnership with TEA, utilities benefit from state-of-the-
art technology and dedicated resources for a fraction of the cost.

B. Noble Americas Energy Solutions. As one of the top retail energy
marketers in the counfry, Noble Solutions supplies natural gas and
power to customers' sites throughout the United States. Their products
and services capture the benefits of deregulation while protecting our
customers from unexpected increases in energy prices.

8. Work Completed and Planned

The initial program startup activities (some of which have been initiated or
completed) include the following:
1. Hire staff and contractors to manage implementation {initiated)
2. ldentfify and negotiate supplier/vendor contracts {initiated)
d. Electric supplier and scheduling coordinator {The Energy

Authotity)

b. Data management provider (Noble Americas Energy Solutions)
3. Define and execute communications plan (initliated)
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Customer research/information gathering
Media campcaign

Key customer/stakeholder outreach
Informational materials and customer notices
Customer call center

Pay utility service initiation, nofification, and switching fees
Perform customer notification, opt-out and transfers
Conduct load forecasting

Establish rates

Obtain legal and regulatory support

Implement financial management and reporting



9. QOutcomes

RCEA estimates that local expenditures will range from $53 million o $178 million
over the first five years of the program. These expenditures will include a reserve
fund, local power purchases, renewabte energy generation development and
public benefit programs.

According fo the Technical Study completed for the CCE, cumulative rate
savings through 2021 are estimated to be between $10 million and $30 million for
Humboldt County residents and businesses.

Jobs
Six new public sector jobs will be created. In addition, the program will support
the continuation of approximately 5 FTEs existing positions

The CCE program will also lead to indirect job creation and retention. Of
immediate and significant relevance to the local economy is the critical role of
local biomass power plants in the forest products sector. Biomass can be a
renewable resource to generate base-load electricity. Without biomass plants
providing a market for sawmill residuals, the increased cost of disposing of these
residuals threatens the viability of possibly hundreds of local living-wage jobs
within the forest industry.

Average
Monthly Total 3rd Quarter Payroll
NAICS Title Firms | Employment 2015
484 | Truck Transportation | 44 697 ' $9,605,000
Support Activities
488 for Transportation 10 81 $656,000
Agriculture and
Forestry Support
115 Activities 15 78 $1,104,000
Forestry and
113 Logging 41 390 $5,321,00
Wood Product
Manufacturing and
Biomass Energy
321,221 Generation 20 677 $8,976,000
Total 130 1923 $20,341,000

Source: EDD/LMID Quarterly Census of Employment and Wages 3rd Quarter 2015
September 2015 Total Employment for Humboldt County: 47,200

1923/47,200= 4% of the county's total employment is connected to biomass




10. Community Change

Again, as noted above, this project addresses a number of areas that will result
in a change for the community.

Increase Economic Base

Successful implementation of the CCE will result in a reduction of capital
leakage from Humboldt County, thus adding to the economic base. Local
control of rates can help communities to target incentives towards certain rate
classes in order to attract new businesses or retain existing ones.

Create and Retain Jobs

Six new public sector jobs will be created. In addition, the program will support
the continuation of approximately 5 FTEs existing positions The CCE program will
also lead to indirect job creation and retention in the biomass and fimber
industries.

Incent New Business Development

There will also be incentive to develop new generation projects in the future,
such as solar and wind farms, creating jobs in the areas of analysis and planning,
engineering, consfruction, monitoring, and maintenance.

Protect the Environment

Supporting and developing local renewable generation will have several
environmental benefits, mainly lowering fossil fuel use and greenhouse gas
emissions associated with electricity generation.

Use Environmental Knowledge in the Creation of Jobs

A second consequence of a CCE program is that revenue can be directed
towards other areas that are considered environmentally important, such as
energy efficiency, electric vehicle infrastructure, incentives for rooftop solar, and
energy innovation funding.

Revitalize Infrastructure

The CCE program will include an energy contract with at least one local
biomass power plant. Healthy air quality is important to the community; solid
prices and contracts for local biomass power are expected to provide for any
necessary upgrades to improve operating efficiency and associated emissions
of these facilities.

11. Risks and Challenges

The primary risk to this project is financial. Though highly unlikely, it is possible
that the cost of energy could exceed, in the short term, revenues received.



However, using experienced power purchasers and a strategic buying process,
this risk should be smalll,

However, in the unanticipated event the Board of Directors decides to
terminate the Program and any applicable restrictions on such termination have
been satisfied, notice will be provided to customers six months in advance that
they will be fransferred back to PG&E. A second notice will be provided the last
sixty days in advance of the transfer. The notice will describe the applicable
distribution utility bundled service requirements for returning customers then in
effect, such as any transitional or bundled porifolio service rules.

At least one-year advance notice will be provided to PG&E and the CPUC
before transferring customers, and RCEA will coordinate the customer transfer
process to minimize impacts on customers and ensure no disrupfion in service.
Once the customer notice period is complete, customers will be fransferred en
masse on the date of their regularly scheduled meter read date.

RCEA will maintain funds held in reserve to pay for potential transaction fees
charged to the Program for switching customers back to distribution utility
service. Reserves will be maintained against the fees imposed for processing
customer transfers. The Public Utilities Code requires demonsiration of insurance
or posting of a bond sufficient to cover re-entry fees imposed on customers that
are involuntarily returned to distribution utility service under certain
circumstances. The cost of re-entry fees is the responsibility of the energy
services provider or the Community Choice Aggregator, except in the case of
customer returned for default or because its contract has expired, RCEA will self-
insure against the risk of customer reentry fees.

12.  Sustainability

As noted in in the attached credit write-up, the program is expected to
generate sufficient cash flow to become self-sustaining in a relatively short time,



The project budget is as follows:

2017 2018 2019 2020 2021
Electric Sales Revenue 33,396,31 51,183,74 51,715,31 52,518,76 54,248,02
1 1 4 5
_Uncollectible Aceount (100,189)’ '_(153.,'551___‘)_ (157,556) (162,744)
“TotalReyen 030,18 52,361,2054085,28 -

2

1,333,333 2,000,000 2,000,000

2,000,000 2,000,000

“Stafﬁng & Consulting

Wholesale Services 376,064 576,296 593,585 611,392 629,734
Data Management 684,895 1,037,449 1,047,624 1,057,903 1,068,286
Services

10U Fees 259,981 397,227 404,609 412,133 419,802
Energy Programs 333,333 500,000 500,000 500,000 500,000
Debt Services 169,841 254,762 254,762 254,762 254,762
Energy Procurement 25,475,93  41,52426 42,495,60 44,339,74  45,855,97

13.  What Happens if Project Not Funded by Headwaters

If this loan request is not approved, then the RCEA will continue to deplete its
reserves to invest info the pre start-up process. This could cause financial
hardship on the organization as it balances its investments into the CCE with its
other energy programs.

Other impacts could include a delay in implementation or increased finance
costs as RCEA would seek alternative sources of financing of the early
implementation of the program.



Current Board of Directors

COUNTY O¥ HUMBOLDT
Ryan Sundberg
Virginia Bass (Alternate)

CITY OF ARCATA
Susan Qrnelas
Paul Pitino (Alternate)

CITY OF BLUE LAKE
Jean Lynch '
Stephen Kullmann (Alternate)

CITY OF EUREKA
Linda Atkins, Chair
Marian Brady (Alternate}

CITY OF FERNDALE
Michael Sweeney
Dan Brown (Alternate)

CITY OF FORTUNA
Tiara Brown
Doug Strehl (Alternate)

CITY OF R1O DELL
Tim Marks
Jack Thompson (Alternate)

CITY OF TRINIDAD
Dwight Miller

HUMBOLDT BAY MUNICIPAL WATER DISTRICT
Sheri Woo, Vice-Chair
Barbara Hecathorn (Alternate)




RREDC Loan Request Summary



Retwood Regfon Econamic Doavalopmerit Commisston

Loan Application Summary

Applicant: Redwood Coast Energy Authority (RCEA)
Legal Joint Powers | Business Type: | RCEA is a JPA composed of the County of
Structure: Authority Humboldt, the Cities of Arcata, Blue Lake,
(JPA) Eureka, Ferndale, Fortuna, Rio Dell and

Trinidad and the Humboldt Bay Municipal
Water District.

Owners: N/A

Guarantors: N/A

Summary of Project Request

Purpose Working capital during startup of Community Choice Energy
(CCE) program.
Amount $700,000
Loan Type Non Revolving Line of Credit
Term 72 months.
[nterest only payments for 12 months.
Fully amortized principal and interest payments for 60 months
- following draw period.
Rate 5% fixed
Fee (Underwriting) ‘ 1% plus all out of pocket costs
Service fee to Headwaters $3,000 per year
Monthly Payments $13,210 per month if fully disbursed.
Primary Source or Cash flow from implementation of the Community Choice
Repayment Energy Program
Secondary Source of RCEA cash reserves, other business cash flow.
Repayment

Strengths

Weaknesses

1) Extensive analysis of program.

2) Strong projected cash flow.

3) Stable customer markets.

4) Significant investment from applicant
and other private participants.

1) Potential volatility of energy market.

2) Potential for high “opt-out” of
customers.

3) Lack of collateral




LOAN REQUEST SUMMARY::

Background:

The Redwood Coast Energy Authority (“RCEA”) is a public joint powers agency located within
the geographic boundaries of Humboldt County, formed in 2003 for the purpose of developing
and implementing sustainable energy initiatives that reduce energy demand, increase energy
efficiency, and advance the use of clean, efficient and renewable resources available in the
region. Member agencies of RCEA include the seven (7) incorporated cities located in Humboldt
County, the County of Humboldt, and the Humboldt Bay Municipal Water District.

RCEA is moving forward with the implementation of a Community Choice Energy (CCE)
program, which is designed to reduce costs to Humboldt County electricity customers and also
support local energy generation.

Project Deseription and Goals

‘Community Choice Energy is a legislatively-enabled process for communities — cities and
counties —to take over the role of supplying electricity from the existing electric utility. CCE
was established in 2002 by the California legislature in Assembly Bill 117. CCE is an
alternative to municipal ownership of a utility. With city or county ownership, the jurisdiction
takes over the entire electricity system from the utility including the supply and distribution of
electricity. This approach has historically been very difficult to accomplish due to high costs and
strong opposition from the utilities. Community Choice Energy, on the other hand, has been
proven to be relatively low cost, and utilities are prevented by law from opposing the formation
of CCEs. '

A CCE takes over the role of procuring electricity from generators and providing electricity to its
customers. However, the CCE does not physically deliver the energy from the generator to the
customer — that service is still provided by the utility. CCE customers pay a single utility bill to
their incumbent utility, with portions of the payment going to both the CCE —~ for the supply
portion - and to the existing utility for the transmission and distribution portion. The customer
bill will still be issued by the utility, which will then pass along the funds for the energy portion
to the CCE. The utility and CCE charges are itemized separately on the bill.

The CCE will determine not only what power sources will supply its customers, but will also:
Set electricity supply rates .

Administer and contract with external service companies to manage the CCE

Conduct all relevant regulatory filings and compliance actions

Determine whether and how to allocate funds for local programs

Provide customer service and engage in customer outreach and education

A CCE will become a significant presence within the community, with power supply and
investment decisions that will affect the local economy and the environmental impact of its
customers’ electricity consumption.

Other CCEs

There are several CCEs which already operate in California, and many more that are in various
stages of starting up. These CCEs have adopted different goals and strategies, however all have



been motivated to achieve environmental objectives and provide ratepayer and other economic
benefits to their communities.

MCE Clean Energy (formerly Marin Clean Energy) was the first CCE in California and began in
2010 serving approximately ten thousand customers in Marin County’. It has continued to add
jurisdictions and now serves over 170,000 customers in Marin, Contra Costa and Napa counties.
MCE has developed a portfolio with 50% renewable power with plans to become 80% renewable
by 2022. While developing a greener portfolio, MCE has also kept its electricity rates below
PG&E’s and built a reserve fund of $25MM?2,

In addition, MCE has been investing in a variety of innovative local programs. It has become an
energy efficiency Program Administrator, receiving funding from the CPUC to administer
energy efficiency programs within its service territory. It has developed ag gressive net energy
metering and feed-in-tariff rates — compensating generators at significantly higher rates than
PG&E. MCE is also prototyping a variety of demand response and energy storage programs.
Sonoma Clean Power (SCP) was the second operating CCE in California. It began serving
customers in 2014. SCP has made reducing greenhouse gases its top priority and is currently
serving its customers with a supply portfolio that is 78% Greenhouse Gas (GHG) free.

The MCE pre-launch start-up funding consisted primarily of;
1. $330,000 cash contribution from the County of Marin
2. Approximately $200,000 in grants
3. $540,000 interest-free loan from the County
4. $750,000 in unsecured loans from three private individuals,
5. $1,450,000 loan from River City Bank.

The City of Lancaster began Lancaster Choice Energy in 2015. Lancaster is the first CCE
established as an enterprise of a City. Like MCE and SCP it offers a variety of rate plans
including the option of 100% renewable power. CleanPowerSF (serving San Francisco) has just
recently begun service as the most recent CCE in California.

RCEA CCE Startup Activities and Financing Need

The County of Humboldt and the cities of Arcata, Blue Lake, Eureka, Fortuna and Trinidad have
adopted ordinances that allow customers in their jurisdictions to participate in a CCE program
through the RCEA.

The two key goals for the program are:
1. Provide overall rates that are lower than those offered by the local existing utility for
similar power supplies.
2. Supply an energy portfolio that prioritizes the use of local renewable resources,
including existing facilities to the maximum technically and economically feasible.

1 https://www.mcecleanenergy.org/wp-content/upIoads/2016/01/Marin~CIean-Energy-2015-
Integrated-Resource-Plan_FINAL-BOARD-APPROVED.pdf

2 https://www.mceclea nenergy.org/wp-content/uploads/2016/01/2.3.16-ExCom-Meeting-Packet.pdf
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The initial program startup activities (some of which have been initiated or completed) include
the following:
e [ire staff and contractors to manage implementation (initiated)
o Identify and negotiate supplier/vendor contracts (initiated)
o Electric supplier and scheduling coordinator (The Energy Authority)
o Data management provider (Noble Americas Energy Solutions)
¢ Define and execute communications plan (initiated)
o Customer research/information gathering
o Media.campaign
o Key customer/stakeholder outreach
o Informational materials and customer notices-
o Customer call center
Pay utility service initiation, notification, and switching fees
Perform customer notification, opt-out and transfers
Conduct load forecasting
Establish rates. ,
Obtain legal and regulatory support
Implement financial management and reporting

Other costs related to starting up the CCE program will be the responsibility of program
contractors (and are assumed to be covered by any fees/charges imposed by such contractors).
These include capital requirements needed for collateral/credit support for electric supply
expenses, customer information system costs, electronic data exchange system costs, call center
costs, and billing administration/settlements systems costs.

Staffing and Contract Services

RCEA will utilize a mix of internal staff'and contractors in its CCE program implementation.
RCEA currently has several full-time employees, including an Executive Director, several
program specialists, and finance and administrative support personnel to support regulatory,
procurement, finance, legal and communications activities. Personnel in the form of RCEA staff
and contractors will be added incrementally to match workloads involved in program
management,

To determine the capital requirements for the start-up period, it is assumed that approximately
three full time equivalent staff as well as supporting contracted professional services would be
engaged. Following the startup period, additional staff and/or contractors will be retained to
support the roll-out of additional value-added services and local generation projects and
programs.

Capital Requirements

The start-up of the CCE program will require capital for three major functions: (1) staffing and
contractor costs; (2) deposits and reserves; and (3) working capital. Each of these functions and
their anticipated capital requirements are discussed below.

Start-up staffing costs are estimated to be $700,000, and gradually increase to approximately $1
million annually. Contractor costs during startup and pre-startup activities are estimated to be
approximately $2.5 million, including direct costs related to public relations support, technical
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support, and customer communications. Actual costs may vary depending on how RCEA
manages its startup activities and the degree to which some or most of these startup activities are
performed by the selected energy services provider rather than by RCEA.

Requisite deposits and operating reserves of the Program are estimated to approximate $730,000
and include the following items: 1) operating reserves to address anticipated cash flow variations
associated with RCEA program management - $600,000 2) CCE bond (posted with the CPUC) -
$100,000; and 3) PG&E service fee deposit - $30,000.

Operating revenues from sales of electricity will be remitted to RCEA beginning approximately
on day 47 of program operations, based on PG&E’s standard meter reading cycle of 30 days and
PG&E’s payment/collections cycle of 17 days. The electric supplier, TEA, will be responsible
for providing the working capital needed to support electricity procurement, which is estimated
to be $5.8 to 7 million. This cost will be reflected in its price for providing full requirements
electric service to the Program.

Therefore, the total staffing, contractor costs, and applicable deposits are expected to be
approximately $4.05 million, not including the power procurement costs. These are costs that
ultimately will be collected through program rates; however, some of these costs will be incurred
prior to RCEA selling its first kWh of electricity and will require financing, ‘

Financing Plan

The majority of anticipated startup funding will be provided to RCEA via a line of credit through
the energy supplier, TEA. The balance of startup funding has been provided by RCEA from its
reserves and operational cash flow,

Following the authorization of the CCE by the County of Humboldt, the RCEA Board of
Directors decided to are structure the program to bring more of the work in-house in the early
years that was originally envisioned. This required an increase in internal capacity sooner rather
than later and in the process was an adjustment to the initial program design. This resulted in
shifting consultant costs, which had a deferred payment financing structure with the energy
service provider to internal financing.

It is anticipated additional funds of approximately $700,000 will be required and is the basis of
this request. RCEA is proposing a non-revolving line of credit with interest only payments
during the 12 month draw period followed by a sixty-month term fully amortized repayment
period. The source of repayment will come from retail generation rates charged to CCE
customers, It is anticipated that the start-up costs will be fully recovered through such customer
generation rates within the first five years of operations.

Approximately $200,000 will be required during the “pre-startup” phase, which is anticipated to
extend until February 2017. At that point, barring any major issues, the CCE will be
implemented. The remaining balance of the revolving line of credit would then be used to
manage initial cash flow as payments to the RCEA for power purchase by consumers will be in
arrears. However, it is anticipated that once operational cash flow starts that the revolving line of
credit will be quickly repaid and closed.

Other up-front costs covered by other sources include:

1. $82,000 by TEA for the technical study and program planning.
5



2. $472,500 by Noble for services being provided by LEAN (program design,
marketing/outreach) customer notifications), along with $100,000 Bond to CPUC and
$25,000 Bond to PG&E.

3. $7 million from TEA to cover the cash-flow delay between wholesale procurement and
collecting revenue from retail sales — wholesale power costs will be around $3.4million
per month and there is about a two-month lag for customer payments to start being
received.

The table below shows the project projected revenue and expenses for the CCE.

2017 2018 2019 2020 2021
Electric Sales Revenue 33,396,31 51,183,744 51,715,31 52,518,76 54,248,02
1 1 0 4 5
(00,189) (IS5 (Is5146) - (157556  (162744)

< 433,206,121 515030,18 1 51,560,16 - - 35,28

Staffing & Consulting 1,333,333 2,000,000 2,000,000 2,000,000 2,000,000
Wholesale Services 376,664 576,296 593,585 611,392 629,734
Data Management 684,895 1,037,449 1,047,624 1,057,903 1,068,286
Services ‘

IOU Fees 259,981 397,227 404,609 412,133 419,802
Energy Programs _ 333,333 500,000 500,000 500,000 500,000
Debt Services 169,841 254,762 254,762 254,762 254,762
Energy Procurement 25,475,993  41,524,26 42,495,60 44,339,74  45,855,97

Sources and Uses of Funds

Sources Uses

HWTF CIF Loan $700,000 | Revolving Line of Credit $700,000
RCEA _ $7,000 | RREDC Loan Fee $7,000
Total Sources $707,000 | Total Uses $707,000

Business Financial Analysis:

RCEA provided audited financial statements for the Fiscal Year 2013 and 2014. Their Fiscal
Year 2014 audit is scheduled to be adopted at their November board meeting,.

They also provided internal statements for fiscal years 2014 — 2015 and interim statements for
2016. For FY 2013, revenues were approximately 1.3MM with net revenues of $131,796. FY
2014 revenues were $1.64MM with net revenues of $73,259. FY 2015 had net revenues of
$3.2MM with net revenues of $37,800.

As of 8/31/16, total revenues were $264,415 with net revenue of <$67,194>. According to
management, this loss is a result of expensing their investment into the new CCE program.

6



The 8/31/16 balance sheet shows the following;

Assets
Current Assets
Cash 208,313
Accounts Receivable 387,177
Other Current Assets 200,816
Total Current Assets 796,306
Fixed Assets 67,099
Other Assets 4,100
Total Assets 867,505
Liabilities and Equity
Current Liabilities
Accounts Payable 50,921
Credit Cards 1,978
Other Current 116,068
Total Current Labilities 168,967
Total Long Term Liabilities 8,429
Total Liabilities 177,397
Equity  Investment in Capital Assets 51,609
Fund Balance 705,694
Net Income <67,194>
Total Liabilities and Equity . 867,505

Policy Guidelines

Economic Base
Successful implementation of the CCE will result in a reduction of capital leakage from
Humboldt County, thus adding to the economic base.

In addition, CCE will give Humboldt County the ability to increase the use of existing local
renewable biomass energy generation infrastructure. Investing in power from these sources is
expected to support job retention and growth by providing stable revenue to businesses that are
operating successfully but at a limited capacity due to low energy prices. It is also expected to
support the timber-products industry (one of the “Targets of Opportunity”) by providing a local
market for biomass waste.

CCE provides a way for a community to have control over electricity generation rate setting.
Local control of rates can help communities to target incentives towards certain rate classes in
order to attract new businesses or retain existing ones.

RCEA estimates that local expenditures will range from $53 million to $178 million over the
first five years of the program. These expenditures will include a reserve fund, local power
purchases, renewable energy generation development and public benefit programs.

Further, according to the Technical Study completed for the CCE, cumulative rate savings
through 2021 are estimated to be between $10 million and $30 million for Humboldt County
residents and businesses.



Jobs
Although RCEA jobs are public sector jobs, they plan to outsource key functions to local private
business.

Six new public sector jobs will be created. In addition, the program will support the continuation
of approximately 5 FTEs existing positions The program goal of maximizing the use of local
renewable energy is moving forward with a request for offers for local biomass power, which is
anticipated to result in a contract with at least one of the local biomass plants. This is discussed
more fully later.

There is considerable organizational growth required of RCEA to have the capacity to implement
the CCE program, which will come with a significantly larger operational budget than any
previous RCEA initiative. It will be imperative to have ongoing support from private consultants
in the key areas of energy procurement, energy scheduling services, customer data management,
banking, accounting and audit services, and human resources.

The CCE program will also lead to indirect job creation and retention. Of immediate and
significant relevance to the local economy is the critical role of local biomass power plants in the
forest products sector. Biomass from sustainably managed forests is a renewable resource that
can be used to generate base-load electricity. Without biomass plants providing a market for
sawmill residuals, the increased cost of disposing of these residuals threatens the viability of
possibly hundreds of local living-wage jobs within the forest industry. Yana Valachovic,
University of California Cooperative Extension Forest Advisor and Humboldt - Del Norte
County Director, describes the current situation this way: "Without a market to purchase sawmill
residue or residue from fuel reduction or forest health activities, sawmills are scrambling,
investors are looking elsewhere, and many forest stewardship activities have been stopped, This
creates a significant economic and ecological crisis in this region." Local control over our energy
supply will allow the community a key opportunity to potentially solve this problem.

. Average
NAIC Firm Monthly Total 3rd Quarter Payroll
S Title 5 Employment 2015
484 Truck Transportation 44 697 © $9,605,000
Support Activities for
488 Transportation 10 81 $656,000
Agriculture and
Forestry Support
115 Activities 15 78 $1,104,000
113 Forestry and Logging 41 390 $5,321,00
Wood Product
Manufacturing and
321,22 Biomass Energy
1 Generation 20 677 $8,976,000
Total 130 1923 $20,341,000

Source: EDD/LMID Quarterly Census of
Employment and Wages 3rd Quarter
2015

September 2015 Total Employment for Humboldt County: 47,200

1923/47,200= 4% of the county's total employment is connected to biomass
9



There will also be incentive to develop new generation projects in the future, such as solar and
wind farms, creating jobs in the areas of analysis and planning, engineering, construction,
monitoring, and maintenance.

Environmental Protection

The Technical Study completed for the CCE program examined a number of financially viable
scenarios that would address Humboldt County’s goal of securing a sustainable energy future.
Supporting and developing local renewable generation will have several environmental benefits,
mainly lowering fossil fuel use and greenhouse gas emissions associated with electricity
generation. Each proposed energy portfolio scenario has varying amounts of local biomass, solar,
and local hydro, however all exceed the forecasted PG&E renewable energy percentages by 5%
of overall supply, and all achieve greenhouse gas emissions reductions of 5% compared to
PG&E"s forecasted emissions. Local biomass energy has the added environmental benefit of
diverting sawmill residue away from landfills, and providing a potential market for forest
management residues to prevent them from being burned in place either intentionally or as fuel
for the next wildfire,

Uses Environmental Knowledge in the Creation of Jobs

A second consequence of a CCE program is that revenue can be directed towards other areas that
are considered environmentally important, such as energy efficiency, electric vehicle
infrastructure, incentives for rooftop solar, and energy innovation funding, Future energy
innovation projects are likely to include on-shore and off-shore wind and wave generation.

Infrastructure Revitalization

The CCE program will include an energy contract with at least one, possible two, local biomass
power plants, Healthy air quality is important to the community; solid prices and contracts for
local biomass power are expected to provide for any necessary upgrades to improve operating
efficiency and associated emissions of these facilities.

Bankability. Not applicable to this Joint Powers Authority

Recommendation

Approval of this loan is recommended for the following reasons:

1. The loan is consistent with the County’s Comprehensive Economic Development
Strategy in that it can result in lower costs to businesses, reduces capital leakage from the
region, creates jobs and supports job retention in a targeted industry.

2. Projected cash flow from implementation of the CCE is sufficient to service the debt.

3. Should the CCE not be implemented, there is sufficient projected cash flow from current
operations to service the expected prestart borrowing,

4, Successful implementation of the CCE is expected to have the additional environmental
benefits including the increased use of renewable energy sources.
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Redwood Coast Energy Authority

Balance Sheet
As of August 31, 2016

ASSETS
Current Assets
Checking/Savings
1062 : Chase DD Checking
1060 - Umpqua Checking-9271
1000 - GOUNTY TREASURY 3839
1010 + Petty Cash

Total 1050 - GRANTS & DONATIONS 3840

Total Checking/Savings
Total Aceounts Receivable
Gther Current Assets
1102 - Paypal Account Balance
1120 - Inventory Asset
1202 - Prepald Expenses
1205 : Prepaid Insurance
Total 1210 - Retentlons Receivable
Total Othar Current Assets
Total Current Assets

Total Fixed Assets
Total.Other Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Liabilltles
Current Liabllitles
Total Accounts Payable
Total Cradit Cards
Other Current Llabilities
2001 - Accounts Payable-Other
Total 2100 - Payroll Liahililes
Total 2210 - Retentions Payable
Total Other Current Liabllities
Total Current Liabllitles
Total Long Term Llabllities
Total Liabilities
Equity
2320 - Investment in Capital Assefs
3900 * Fund Balance
Net Income
Total Equity

TOTAL LIABILITIES & EQUITY

Aug 31,16
I

58,918.31
30,401.94
103,911.585
45,83
15,037.26

208,312.99
387,176.56

19.87
71,562.60
33,814.64
20,642.16
74,747.06

"~ 200816.33

796,305.88

67,000.30
4,100.00

867,506.27

50,921.45.
1,877.53

39,342.60
57,087.15
19,628.67

116,088.42

168,967.40
8.429.11
177,386.51

51,609.12
705,694.01.
467,194.37
690,108,768

867,605.27
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Redwood Coast Energy Authority
Profit Loss Budget vs. Actual

August 2016
Jul - Aug 16 Bud_gat % of Budg_'at
Crdinary Income/Expense
Income
5§ REVENUE EARNED
Total 5000 - Revenus - government agengiss 21,275.24 357,364.00 6.0%
Total 5100 - Revenue - program related salea 3,202.18 17,500.00 18.3%
§300 - Revenue - investments 0.00 200.00 0.0%
Total 5400 - Revenue-nongovemmsent agencles 239,937.38 1,553,670.00 15.4%
Tofa! 5 REVENUE EARNED 264,415.30 1,928,634,00 13.7%
Total Income 264,415.30 1,928,634.00 13.7%
Gross Profit 264,415.30 1,928,634.00 13.7%
Expense
T EXPENSES - PERSONNEL
7101 - Screening/Tosting Sorvices . 17112 600.00 28.5%
7102 - Safety 27.50 1,000.00 2.8%
7103 - Staff Tralnlng and Development 228.00 15,000.00 1.5%
7200 - Salarles, Wages & Benefils
7210 - Salarles - staff 116,014.80 905,020.00 12.8%
7220 - Wages - Interns 12,276.21 71,061.00 17.3%
7230 - Penslon Plan'Contributions 3,386.94 29,086.00 11.6%
7240 : Employes Benefits-Insurance 34,579,10 277,843.00 12.4%
7250 - Payroll Taxes Etc. 12,579,68 24,326.00 13.3%
7255 - Worker's Comp Insurance 1,409.19 7,400.00 19.0%
Total 7260 - Paid Time Off 21,785.19 142,331.00 15.3%
7266 + Jury Duty 0.00 500.00 0.0%
Total 7200 - Salaries, Wages & Benefits 202,030.89 1,527,667.00 13.2%
Total 7 EXPENSES - PERSONNEL 202,458.61 1,544,267.00 13.1%
8 NON-PERSONNEL RELATED EXP
8100 - Non-Personnel Expenses
8110 - Office Supplies ‘ 1,429.44 6,000.00 23.8%
8111 * Furnlture & Equipment 1,650.67 2,800.00 59.0%
Total 8120 - Information Technology 565,46 55,000.00 1.0%
Total 8130 - Telophonse & Telecommunications 1,153.92 6,500.00 17.8%
8140 - Postage & delivery 521.74 1,800.00 29.0%
Total 8170 - Printing & copying 893.95 7,500.00 11.9%
Total 8180 + Books, subscriptions, edu matis 553.10 1,000.00 55.3%
8190 - Exhibits & displays 0.00 1,800.00 0.0%
8195 - Tool bank 97.58 4,000,00 2.4%
Total 8100 » Non-Personnel Expenses 6,865,886 88,400.00 7.9%
8200 - Facility Expenses
8210 » Office Loase 8,200.00 49,200.00 16.7%
Total 8220 - Utllities 1,830.17 11,500.00 15.9%
8230 : Janitorial 1,001.84 6,500.00 15.4%
8240 - Facility ropairs & malntenance 1,679.10 3,500.00 48.0%
8250 « EV Statlon Repairs & Malntenanc 0.00 5,000.00 0.0%
Total 8200 « Facilify Expenses 12,711.11 75,700.00 16.8%
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Redwood Coast Energy Authority
Profit Loss Budget vs. Actual -

August 2018
Total 8300 - Travel & Meeting Expense 768,98 17,000.00 4.5%
Total 8320 - Meetings, workshops & events 2,384.74 12,000.00 19.9%
8500 - Other Expenses
8513 - Organizational Development 0.00 500.00 0.0%
8520 * Insurance P&L 10,089.58 9,500.00 106.2%
8520 : Dues & Memberships 105.00 3,500.00 3.0%
Total 8560 - Website Expenses 15.00 1,000.00 1.5%
Total 8570 - Advertising & Marketing Exponsa 3,176.27 22,000.00 14.4%
8591 : Use Tax 0.00 300.00 0.0%
8592 - Service Charge 0.00 200.00 0.0%
8593 - Bank Charges 0.00 200,00 0.0%
8585 - Cradit Card Processing Fees 72.29 500.00 14.5%
8596 - Flex Billing Service Fee 19.62 300.00 6.5%
8597 - EV Site Host Pmts 0.00 §,600.00 0.0%
Total 8500 + Othar Expanses 13,477.76 43,000.00 31.3%
8600 - Capltal Development - Facllity 0.00 1,000.00 0.0%
8700 - Profosslonal Services
8710 - Contracts - Program Related Ser ., 28,883.27 261,005.00 11.5%
8720  Accounting 13,270.00 45,000.00 29.5%
8740 - Legal 22,030.85 48,000.00 45.9%
Total 8700 - Profosslonal Sorvices 65,293.12 354,005.00 18.4%
Total 8 NON-PERSONNEL RELATED EXP 101,501.57 589,105.00 17.2%
Total 9 INCENTIVES & REBATES ' 27,331.41 460,000.00 5.9%
Total Expense 331,291.59 2,593,372.00 12.8%
Nat Ordlnary Income -66,876.29 -664,738.00 10.1%
Othar Income/Expense
Total Other Incoma 0.00 700,000.00 0.0%
Total Other Expense 316.08 19,008.00 1.7%
Net Other Incoma -318.08 680,892.00 0.0%
Net Income . -67,194.37 16,254.00 413.4%
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Redwood Coast Energy Authority
Profit and Loss

August 2016
Ordinary Income/Expense
Income .
5 REVENUE EARNED

Total 5000 » Revenue - government agencles
Total 5100 + Revenue - program related sales
Total §400 - Revenue-nongovernment agencies
Total 5 REVENUE EARNED
Total Incoms
Gross Profit

Expense
7 EXPENSES - PERSONNEL
7200 - Salarles, Wages & Benefits
7210 - Salaries - staff
7220 - Wages - Intorns
7230 - Penslon Plan Contributions
7240 - Employee Benefits-Insurance
7250 - Payroll Taxes Etc,
7255 - Worker's Comp Insurance
Total 7260 - Pald Time Off
Total 7200 ' Salaries, Wages & Benefits
Total 7 EXPENSES - PERSONNEL

'8 NON-PERSONNEL RELATED EXP

8100 * Non-Personnel Expenses
8110 - Offlce Supplles
Total 8120 + Information Technology
Total 8130 - Telephone & Telecommunlcations
8140 - Postage & delivery
Total 8170 « Printing & copying _
Total 8180 - Books, subscriptions, edu matls

Total 8100 - Non-Personnsl Expenses

8200 - Facllity Expenses
8210 - Office Loase
Total 8220 - Utllitles
8230 - Janitorial
8240 - Facillty repalrs & maintenance
8200 - Facility Expenses - Other
Total 8200 - Facility Expenses

Total 8300 - Travel & Masting Expense
Total 8320 - Maetings, workshops & events

TOTAL

£,330.89
2,289.34
141,029.15
152,649.38
152,649.38
152,649.38

64,774.03
6,653.63
1,703.16
17,691.32
8,586.08
742.83
6,746.07

T 104,897.12

104,897.12

65.83
565.46
582.22
500.00
643.88
553.10

2,810.49

4,100.00
900.63
491.41

85.74

1,554,61

7,112.39

93.29
1,028.69
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Redwood Coast Energy Authority

Profit and Loss
August 2016

8500 - Other Expenses

8630 - Dues & Memberships 105.00
Total 8570 - Advertising & Marketing Expense 1,390.28
8595 - Credlt Card Progessing Fees 52.77
Total 8500 - Other Expensas 1,548.05
8700 - Professional Services '
8710 - Contracts - Program Related Ser 5,170.00
8720 + Accounting 13,000.00
8740 « Legal 8,198.25
Total 8700 - Professlonal Services 26,368.25
Total 8 NON-PERSONNEL RELATED EXP 30,061.18
Total 9 INCENTIVES & REBATES 4,568.76
Total Expense 148,527.04
Net Ordinary Income _""m
Other Income/Expense
Total Other Expense 159.04
Net Other Income -169.04
Net Income 3,963.30
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Redwood Coast Energy Authority

Balance Sheet
As of June 30, 2015

ASSETS
Current Asseots
Checking/Savings
1060 - Umpgqua Checking
1000 - COUNTY TREASURY 3839
1010 - Petty Cash

Total 1050 - GRANTS & DONATIONS 33840

Total Checking/Savings

Total Accounts Receivable:
Other -Gurrent Assets
1102 - Paypal Account Balance
1120 - Inventory Asset
1202 : Prepald Expenses
Total 1210 : Retentlons Recelvable
Total Other Current Assets

Total Current Assets

Fixed Assets

1500 ' Fixed Asset

1600 - Accumulated depreclation
Total Fixed Assets

Total Other Agsels
TOTAL ASSETS

LIABILITIES & EQUITY
Liabiflitles
Current Llabllitles

Total Accounts Payable

Total CredIt Cards

Other Current Llabllitles
2001 + Accounts Payable-Other
Total 2100 - Payroll Liabilities
Total 2210 - Retentions Payable

Total Other Gurrent Llabllities

Total Current Liabillties
Total Long Term Liabllities
Total Liabilities
Equity
2320 - Investment In Capital Assets
3900 - Fund Balance

Net Income
" Total Equity

TOTAL LIABILITIES & EQUITY

Jun 30, 15

183,566.50
101,245.35
109.23
12,468.42

297,389.50

587,795.42

184.87
47,232,114
12,939,00
17,878.30

78,334.31

863,519.23

93,501.39
-28,492,00

87,090.39
4,100,00

1,034,718.62

209,018.50
984.91

12,939.00
58,467.52
43,607.33

115,013.85

325,017.26
10,337.57

335,354.83

49,700.66
§11,863.60
37,799.53

690,363.79

___ 103471862
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Redwood Coast Energy Authority

Profit & Loss Budget vs. Actual

July 2014 through June 2015

Ordinary Income/Expense
Income
Total 4 GRANTS AND DONATIONS

§ REVENUE EARNED
Total 5000 - Revenue - government agencies
Total §100 - Revenue - program related sales
Total 5300 - Revenue - Investments
Total 5400 - Revenue- nongovernment agencles

Total 5§ REVENUE EARNED

Total Income
Gross Profit

Expense
7 EXPENSES.- PERSONNEL

7100 - Recruitment Expenses

7101 - Screening/Testing Servicas

7102 - Safety

7200 - Salaries, Wages & Benefits
7210 - Salarles - staff
7220 - Wages = Interns
7230 - Pension Plan Contributions
7240 - Employee Benefits-Insuranca
7250 » Payroll Taxes Etc.
7255 - Worker's Comp Insurance
Total 7260 - Paid Time Off
7265 - Jury Duty

Total 7200 - Salarles, Wages & Benefits

Total 7 EXPENSES - PERSONNEL

8 NON-PERSONNEL RELATED EXP
‘8100 - Non-Personnel Expenses
8110 - Office Supplles
8111 - Furniture & Equipment
Total 8120 - Information Technolegy
Total 8130 - Telephone & Telecommunlcatlons
8140 - Postage & dellvery
Total 8170 - Printing & copying
Total 8180 - Books, subscriptlons, edu matls
8190 - Exhibits & displays
8185 - Tool bank
8100 - Non-Personnel Expenses ~ Qther
Total 8100 - Non-Personnel Expenses

Jul "4 - Jun 15 Budget % of Budget
L]
0,00 5,000.00 0.0%
1,626,515.88 1,902,143.00 85.5%
19,091.38 10,600.00 180.1%
218.31 0.00 100.0%
1,669,363.27 1.407,200.00 110.8%
3,205,188.85 3,319,943.00 €6.5%
3,205,188.85 3,324,043.00 96.4%
3,205,188.85 3,324,943.00 96.4%
3,444.00
418.80 600.00 £9.8%
1,184.25 200.00 592.1%
607,566.82 682,603,00 89.0%
88,014.14 B6,095.00 102.2%
17,075.51 21,881.00 78.0%
188,658.75 213,0086.00 B88.6%
75,236.81 77.280.00 97.4%
7,239.86 6,500.00 111.4%
88,658.96 103,000.00 85.1%
121.29 b
1,072,573.14 1,180,365.00 90.1%
1,077,620.19 1,191,185,00 90.5%
4,514.38 4,700.00 96.1%
3,665.13 2,800.00 130.9%
14,281.59 13,500.00 105.8%
6,938.82 6,000.00 115.6%
1,694.54 1,800.00 94.1%
6,886.75 7.000.00 88.4%
849.00 500.00 169.8%
24.80 800.00 3.1%
7,763.03 3,500.00 221.8%
20.00
46,638.12 40,800.00 114.9%
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8200 : Facillty Expenses
8210 + Office Lease
Tota! 8220 - Utilities
8230 - Janitorial
8240 - Facility repalrs & maintenance
8250 - EV Station Repalrs & Malntenanc
Total 8200 - Facility Expenses

Total 8300 - Travel & Meeting Expense
Total 8320 - Meoetings, workshops & events

8600 - Other Expenses
8520 - Insuranca P&L
8530 + Dues & NMembarships
8540 - Staff Development
Total 858G - Webslite Expenses
Total 8570 - Advertising & Marketing Expensa
8591 - Use Tax ’
8592 - Servico Charge
8593 - Bank Charges
8595 - Credit Card Processing Fees
8596 - Flex Billing Service Fee
‘8597 - EV Sife Host Pmts
Total 8500 - Other Expenses

8600 - Capital Development - Facllity

8815 - EV Charge Stations

8600 - Capital Development - Facllity - Other
Total 8600 - Capital Development - Faclilty

Total 8700 - Contracts - Professional Serv

8800 - Professional Services - Admin

8810 - Accounting

8820 : Legal

8830 - Organizational Development
Total 8800 - Professional Services - Admin

Total 6900 - Volunteer Services
Total 8 NON-PERSONNEL RELATED EXP

Total 8 INCENTIVES & REBATES
66900 ' Reconclllation Discrepancies

Total Expense

Net OrdInary Income
Nat Other Income

NetIncome

—_
Jul "14 - Jun 18 Budget
L ] I

% of Budget
e ——

49,200,00 49,200.00 100.0%
:8,588.26 8,000.00 107.4%
6,202.47 6,500.00 95.8%
2,659.86 3,500.00 76.0%

_ 35.49 :
66,776.08 67,200.00 99.4%
17,866.72 15,000.00 118.1%
4,186.03 6,500,00 64.4%
17,582:21 . 9,000.00 195.4%
2,784,07 2,500.00 111.4%
600.00 1,000.00 60.0%
354.28 500.00 70,8%
6,648.68 . 5,000.00 133.0%
148.35 500.00 29.7%
147.66
120.00
381.97
97.46
940.98
29,805.66 18,500.00 161.1%
25,936.07
0.00 1,000.00 0.0%
25,936.07 1,000.00 2,503.6%
1,339,500.61 1,519,050,00 88.2%
17,869.00 30,000.00 59.6%
2,248.30 3,500.00 54.2%
0.00 £00.00 0.0%
20,115.30 34,000.00 50,2%
0.00 300,00 0.0%
1,650,924.59 1,702,150.00 91.1%
538,034.99 410,000,00 131.0%
1.07
3,165,480.84 3,303,315.00 95.8%
39,708.01 21,828.00 183.6%
-1:008.48 -1,908.00 100.0%
37,79%.53 19,720.00 181.7%
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REDWOOD COAST ENERGY AUTHORITY

DEPENDENT AUDITOR'S REPORT ON FI TEMENTS
Board of Directors
Redwood Coast Energy Authority
633 3 Street
Euteka, California 95501
o

Report on the Financial Statements fmn
We have audited the accompanying financial ﬁfé@eut}éf the govemmental activities and
the general fund of the Redwood Coast Enetgy Aut?x%nty ("RCEA") as of and for the year
ended _]une 30, 2014, and the related nofEs;to the ﬁnagefal statements, which collectively
comprise RCEA's basic financial statements® i\)’i\'s"t’&g:%ndthe table of contents.

Management’s Responmbxhty Stth 1 FJ?;I Statements

Manzgement is responsible for 1é, prepafation and fair presentation of these financial

statements in accordance%% oun %g principles generally accepted in the United States
vy : N

of America; this mcludcs the dé plementation, and maintenance of internal control

relevant to the preparaf,tgn and presentation of financial statements that are free from

material misstatement, Whej ler, ‘due to fraud or error.

Auditor’s Responsibility 4

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller Genetal of the United States. Those
standards require that we plan and perform the audit to obtain teasonable assurance about
whether the financial statements ate free of material misstatement.

An audit involves performing procedutes to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
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REDWOOD COAST ENERGY AUTHORITY

statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation. of the
financial statements in otder to design audit procedures that are appropriate in the
citcumstances, but not for the putpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
SIgmﬁcant accounting estitnates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions. 2

Opinions i

In our opmzon, the financial statements referred above presen?‘;ﬁy, in all material respects,
the respective financial position of the govemméﬁtalgcﬁwms and the general fund of RCEA as
of June 30, 2014, and the respecnve changes in ﬁn al “position thereof for the year then

America.
Other Matters
Reguired Supplementary Information %;%” N

? .....

Accounting p:u'u:1}3!_%&&%< generally cceé?ed in the United States of America require that the
management’s discussin and amalysis and budgetary comparison information on pages 4a
through 4d and 23 be presentedsto supplement the basic financial statements, Such information,
although not a part of t}fbxe' basic financial statements, is required by the Governmental
Accounting Standards Boatd, who considets it to be an essential patt of financial reporting for
placing the basic financial statements in an approptiate opetational, economic, ot historical
context. We have applied certain limited procedures to the required supplementasy information
in accotdance with auditing standards génerally accepted in the United States of America, which
consisted of inquiries of management about the methods of prepating the information and
compating the information for consistency with management’s responses to our inquities, the
basic financial statements, and other knowledge we obtained duting our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance. '



REDWOOD COAST ENERGY AUTHORITY
INDEPENDENT AUDITOR'S REPQ A -
CONTINUED

Otber Information

Our audit was conducted for the putpose of forming opinions on the financial statements that
collectively comptise RCEA’s basic financial statements, The supplementary schedules listed in
the table of contents are presented for purposes of additional analysis and are not a required
patt of the basic financial staternents.

The supplementaty schedules listed in the table of contents ate the tesponsibility of
management and wete derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedutes applied in the audit of the basic financial statements and certain .
additonal proceduxes, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepareshe s1c financial statements or to the
basic financial statements themselves, and other eﬁi onal pl: ures in accotrdance with
auditing standards generally accepted in the U %ted tes of fietica. In our opinion, the
supplementary schedules listed in the table of cd an:ly stated in all material respects in
relation to the financial statements as a whole W

Other Reporting Required by Govemm i1y %ﬁang Standards

iﬁﬁ? % Standardg~we have also issued our report dated October
C s, internal control over financial reporting and on our

tain provisions of laws, regulations, contracts, and grant -

 pifatterssjsThe “Bpfpose of that report is to describe the scope of our
testing of internal corly 01 over fifidncid] reporting and compliance and the results of that testing,
and not to provlde an‘opinion A internal control over financial reporting or on compliance.
That report is an mtegraf\p f an audit performed in accordance with Govsrnment Anditing
J. tatzdard.r in considering RC@A s internal contro] over financial reporting and compliance.

In accordance with Gmmment ‘

CERTIFIED PUBLIC ACCOUNTANTS
Euteka, California
October 28, 2016



Redwood Coast Energy Authority
Management’s Discussion and Analysis

Year Ending Jume 30, 2014

The Redwood Coast Energy Authority is a Joint Powers Authority (JPA). It was formed in 2003,
representing seven municipalities (the Cities of Arcata, Blue Lake, Eureka, Ferndale, Fortuna, Trinidad
and Rio Dell) and the County of Humboldt, with the Humboldt Bay Municipal Water District joining
later. AsaJPA, RCEA is governed by a Board composed of representatives from each of these
Jjurisdictions.

RCEA’s mission is to develop and implement sustainable energy initiatives that reduce energy demand,
increase energy efficiency, and advance the use of ¢lean, efficient and renewable resources available in
the region.

To accomplish this mission, during the year ending June 30, 2014 RCBEA €mployed thirteen full-time staff
(Executive Director, Operations Manager, Office Manager, Pro ‘; lanager, three Energy Specialists,
four Energy Technicians, and three Program Assistants). RCEAgdlso efiployed numerous student interns,
and sometimes serves as a placement site for AmeriCorps mefitbers and county workforce-experience
training program participants. }

All of RCEA's funding comes from contracts and grants, gen%fally bringing resources to Humboldt
County that would not otherwise be available. The.o peratmg bt e or the year ending June 30, 2014
was approximately $1.8 million. Funding source.:;S iFin the yearjmcluded
» A contract with Pacific Gas & Electric Company (PG&E) to promote energy efficiency througha
local government partnersmp I-cn"ﬁ%w,h s the Re wood Coast Energy Watch.
¢ A contract with the Califo. Inerg mmlss1 n to develop and implement a pilot project to
demonstrate key aspects of the RePgwer Hiiboldt Strategic Plan, including the use of biomass as
a key resource and fue ing,
s Contracts with local:éducation ;age &3 'to help plan and implement energy efficiency and clean
energy projects “u,gxﬁ CA Dep ? of Education and CA Energy Commission funding.
s A contract with'thé Galifornia I?ergy Commission to develop a regional altemative fuels readiness

plan.

» A contract with the C;‘I%Qiyiﬁncrgy Commission to develop a regional electric vehicle charging
network.

 Smaller grants and contracts with the City of Blue Lake, the Hoopa Valley Housing Authority, and
the Schatz Energy Research Center.

A large share of RCEA activities occur under the umbrella of the Redwood Coast Energy Watch (RCEW)
partnership with PG&E. Core RCEW activities include:

Redwood Coast Energy Resource Center
Public Agency Energy Initiatives
Small Business Direct Install Program
Non-Profit Energy Efficiency Program
Residential Direct Install Program
+ Energy Efficiency Strategic Initiatives
Approximately 15% of RCEA’s annual expenditures are for a pass-through of energy efficiency rebates
and incentives to public agency, small business, and residential utility consumers.
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The assets of RCEA exceeded its liabilities by $655,711 at June 30, 2014, Of this amount $606,011 are
unrestricted and may be used to meet RCEA ongoing program needs

RCEA’s total net position increased by $14,300 during the year ending June 30, 2014, The increase is the
result of propram revenues exceeding program expenses,

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the RCEA's basic financial
statements, RCEA's basic financial statements are comprised of three components: 1) government wide
financial statements, 2) fund financial statements, and 3) notes to the basic financial statements. This
report also contains other supplementary information in addition to the basic financial statements.

Government Wide Financial Statements
‘The government wide financial statements are designed to provide readers with a broad overview of
RCEA's finances, in a manner similar to.a private-sector business and. are presented on the full accrual
basis.

m}a

The statement of net position presents information on all of RCEA‘S‘% ssets and liabilities, with the
difference between the two reported as net position, Over time; creasq%r decreases in net position may

serve as a uscful indicator of whether the financial position of RGEA is 2 or deteriorating,

The statement of activities presents information showi ‘EA's net position changed durmg the
year presented. All changes in net position are reported 25 50¢n as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. {Qus, revenues and expenses are reported

in this statement for some items that will only resgit:

cash ﬂow; in future fiscal periods.
Fund Financial Statements P

A fund is a group of related accou;l Eﬂtam control over resources that have been
segregated for specific activities or ob : , like state and local governments, uses fund
accounting to ensure and de}pons _j%%co hance w1th finance-related legal requirements. RCEA's sole
fund is the general fund Vd *“-?

Governmental funds are G5 ed to accogt for essentially the same functions reported as governmental
activities in the govemmentw;de financial statements. Governmental fund financial statements focus on
near term inflows and outflows’ t:"f*cun‘cnt financial resources, as well as on balances of current financial
resources available at the end of the fiscal year, This information is useful in evaluating RCEA's near-
term financial requirements. :

Because the focus of governmental funds is narrower than that of the government wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government wide financial statements. By doing
s0, readers may better understand the long-term impact of RCEA's near-term financing decisions. Both
the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to the full accrual government wide financial
statements. As a single purpose government, RCEA has chosen to present the two types of reposting on
the same statement, with reconciling amounts provided.
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Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full

understanding of the data provided in the government wide and fund financial statements,
Government Wide Financial Statements Analysis

Condensed Statement of Neét Position

June 30, 2014 2013
Assets
Current assets $ 1,079,957 $ 653,753
Capital assets, net of accumulated depreciation 60,038 57,631
ST,
Total Assets b 1,139,995 711,384
'hf i‘-f"*
Liabilities d/ﬁ\.ﬁ% "%%V
Current ligbilities % 484,284 69,973
e #
Total net position & $ 655711 § G414l
Changes in Net Position
‘Year ended June 30, 2014 2013
Revenues
Program revenues:
Contract $1,740,910 $1,283,645
Grant _, 5,000 27,943
Other income «fp}% , 4,972 497
General revenues- mvestment i 926 568
Total revenues _ 1,751,808 1,312,653
Expenses
Salaries and employee benefits 830,068 676,903
Services and supplies 909,847 503,955
‘Net depreciation (2,407 (46,220)
Loss on disposal of assets 0 13,746
Total expenses _ _ 1,73-7,508_ 1,148,383
In\crease in net position 14,300 164,270
Net position — beginning of year 641,411 477,141

4c



Net position ~ end of year . . 3 655,711 § 641,411

RCEA revenues are primarily received on a reimbursement basis. The increase in revenue from the year
ending June 30, 2013 to the year ending June 30, 2014 was the result of an increase in program activities.
Similarly, the increase in expenses for the year ending in June 30 2014 is due to primarily to an increase
in program activities. :

Government Fund Financial Analysis
The general fund is the sole fund of RCEA. As a measure of the general fund's reserves, it may be useful

to compare unreserved fund balance and total fund expenditures. Unreserved fund balance at the end of
June 30, 2014 and 2013 represents 30.8% and 44.6% of total fund expe: mjm:es for the respective years.

Economic Factors and Next Year's Budget and Rates

For the year ended June 30, 2015 the following factors af'f;fct RCEA’s ﬁnang,esf

Increasing ramp-up of the 2013-14 and 2015 Energy\,_ atch program cycles.
Continuing work on the $1.75 million * 5 wenng Hur 7?,ldt with Community Scale Renewable
Energy” grant from the California Ener; fmission r%ﬁ

* Increasing ramp-up of the Prop. 39 pro ggl%é‘%gn’ educational agencies.

¢ Addition of the Energy Up gradeﬁA Ambassador program, a one-year outreach campaign begun
in September 2014. P %fﬁ -

o Continuing activities for thb‘%tematwe  fiels réadmess planning project and the regional electric
vehicle charging network pro;ect,",botﬁ ‘Ririded by the California Energy Commission; end the
City of Blue Lake ggﬁ%é‘ga Valléy;Housing Authority Climate Action Plan projects.

These factors were cop e:ed in pr:%ng RCEA’s budget for the year ending June 3, 2015,
‘%“‘;

Requests for Information

This financial report is deslgned to provide a general overview of RCEA's finances for those with an
interest, Questions concering any of the information provided in this report or reqlmts for additional
information should be addressed to the Redwood Coast Energy Authority, 633 3™ Street, Eureka, CA
95501,
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REDWOOD COAST ENERGY AUTHORITY

STATEMENT OF NET POSITION
June 30, 2014
Governmental
Activities
ASSETS .
Cash ' $ 328,896
Accounts receivable 686,790
Prepaid expenses 12,939
Inventory 47,232
Security deposit 4,100
Fumniture, fixtutes and equipment 86,530
Accumulated depreciation (26,492)
Total Assets 1,139,995
DEFERRED OUTFLOWS OF RESQ
Total deferred outflows of resoutces b, -
%’%@%k‘w ‘%7
Total assets and deferred outflows of réson £, $ 1,139,995
LIABILITIES
Accounts payable . _ $ 397,003
Accrued wages payable, < 35,711
Accrued vacatip! ayab%mg %ﬁw 25,342
Accrued worlrf‘é% compens; tion payable ' 603
Retentions paya l%% ¥ 15,197
Long-term liabilitiesg;s
Due within one yc’m: 1,908
Due in more than one year 8,430

Total Liabilities $ 484,284
DEFERRED INFLOWS OF RESOURCES
Total defetred inflows of resources $ -
NET POSITION
Funds invested in capital assets, net of related debt $ 49,700
Restricted for energy efficient programs .
Unrestricted 600,011
Total Net, Position § 655,711

The accompanying notes are an integral part of this staternent.
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REDWOQOOD COAST ENERGY AUTHORITY
T T OF ACTI E
For The Year Ended June 30, 2014

Net (Expense)
Revenue and
change in
Program Revenues Net Position
Chatges - Operating
For © Grants and Govetnmental
Expenses Services Contrbutions Activities
Governmental Activities :
Grants and progtam setvices $1,447511 § 9,972 1,740,910 § 303,371
Implementation expenses: A )
Administrative 289,997 AN G (289,997)
Total governmental activides $ 1,737,508 é’?@ 9572  $° 1740910 & 13,374 -
80 = e
General tevenues:
Interest and investment earnings i, $ 026
Total general revenues L ‘Zﬂ,ﬁ' %zm" 926
R Y .,
Change in net position % ches 14,300
Net position, beginning 4/ % 4 641,411
Net position, ending * 4 § 655711

The accompanying notes are an integral part of this statement.
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REDWOOD COAST ENERGY AUTHORITY

B NCE, -
June 30, 2014
Genetal
Fund

ASSETS
Cash $ 328896
Accounts receivablé 686,790
Prepaid expenses 12,939
Inventory 47,232
Secutity deposit 4,100

Total Assets 1,079,957
DEFERRED OUTFLOWS OF SO

Total deferred outflows of reson ces -
Total assets and deferred outfg¥ef resogites § 1,079,957
LIABILITIES 8%
Accounts payable e h@@@% $ 397,093
Accrued waggggp# &, 35,711
Accrued gvorkers mmpepEEuon payable 603
Retenﬁ@ps payable 15,197
Accrued v’a%atlon iyable : 25,342

Toﬁl}y bilities ) 473,946
DEFERRED INFLOWS OF RESOURCES

‘Total deferred inflows of resources -
FUND BALANCES

Nonspendable 60,171

Assigned 10,000

Unassigned 535,840

Total Fund Balance 606,011
Total liabilities, deferred inflows of resources and 7
fund balence 2 _1,079957

The accompanying notes ate an integral part of this statement.
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REDWOOD COAST ENERGY AUTHORITY

FTH MENT. B ET
E STATEMENT T POSITION

June 30, 2014

Total fund balances - governmental fund balance sheet $§ 606,011

Amounts reported for assets and liabilities for governmental activities in the
statement of net position are different from amounts géported in
governmental funds because: ‘

Capital and intangible assets: In governmen%n,ds onlﬁ%ﬁent
assets ate teported. In the statement of ngifposi g‘ﬁ\ all aséets are
reported, including capital assets, mtangible;' '

depreciation and accumulated amortizati 0. %‘M

Capital assets at histo ¥ 4 $ 86,530

Accumulated 'depr {26,492)

Net A 60,038

Long-term habﬂlﬂgeﬂ In gover ent}gl funds, only current liabilities are
reported. In the’ statgment ofgnet position, all liabilities are reported,
including long-term hab%t;l_cs

Note payable (10,338)

Total Net Position, Governmental Activities $ 655,711

The accompanying notes are an integral part of this statement.
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REDWOOD COAST ENERGY AUTHORITY

TATEME, N END] S, AND CHANGES IN

For The Year Ended June 30, 2014

General
Fund
Revenues:
Contract revenue g 1,740,910
Grant revenue 5,000
Qther income : 4,972
Investment income 926
Total Revenues 1,751,808
Expenditures:
Program expenditures: }*\
Direct install subcontractor labor & 113,914
Direct install hardware and materials '%f”? “u?;;b 129,749
Direct incentive and rebate payments A R 5 22,221
Salaries and employee benefits < 718,722
Program related services }k. 463,541
Tatal Program Expenditures e 1,448,147
Administrative expenditares: ¢
Salaties and employee benefits 111,346
Professional secvices 19,093
Travel and training e 14,652
Office supplies andg;:xpe kS 39,883
Rent Ao 49,200
Facility expense 11,991
Utilities " & ; 7,097
Meetmg cxpense 7,264
ira 8,427
Dues andiimembership 2,968
Capital outlif=?" 14,962
Debt service# principal 636
Advertising 4,885
Total Administration Expenditures 292,404
Total Expenditures 1,740,551
Excess of Revenues Over (Under) Expenditures 11,257
Other financing sources (uses):
Proceeds from debt 10,974
Total Other Financing Sources (Uses) : 10,974
Excess of Revenues Over (Under) Expenditures
and Other Financing Scutces (Uses) 22,231
Fund Balance at Beginning of Year 583,780
Fund Balance at End of Year g 606,011

The accompanying notes are an integral pact of this statement.

9



REDWOOD COAST ENERGY AUTHORITY

RE ILIATION OF TH TAL FUND T OF
EXPENDI D N N D AN HE
STA E E E

For The Year Ended June 30, 2014

Total changes in fund balances, .govemmental funds S 22,231

Amounts reported for governmental activities in the statement of activities are
different from 2mounts teported in governmental funds becaus:sg”“’%

FER,
Capital outlay: In governmental funds, the costs%;'ﬁf ca‘.?)?ga,l} assets ate
teported as expenditures in the petiod when the asfet*é are aciﬁi?gdf In the
statement of actvities, costs of capital assgtc ja‘ocatcd fover theit
estimated useful lives as depreciation expense.“fHe difference between

capital outlay expenditures and depreciation expens o1 the period is:

g,
g} ;%%ﬁ’
Expenditures for capital outlly & $ 14,057
Depreciation apg riizatiomexpense {11,650)

Net 2,407
Debt proceeds: In * Eurz;fs:: proceeds from debt are recognized

as Other Financisgi§gurces. Ig}%ﬂ-ne government-wide statements, proceeds
from debt are reportedyas ing;gascs to liabilities. Amounts recognized in
governmental funds as %ﬁg;ééds from debt, net of premium of discount,

were: (10,974)

Debt service: In governmental funds, repayments of long-term debt are
repotted as expenditures. In the government-wide statements, tepayments
of long-term debt are reported as reductions of liabilites. Expenditures
for repayment of the principal portion of long-term debt were:

Payment of debt principal - 636
Changes In Net Position, Governmental Activities $ 14,300

The accompanying notes ate an integral part of this statement.
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REDWOOD COAST ENERGY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
June 30, 2014

Sumsmary of Significant Accounting Policies

A,

Reporting Fnd

The Redwood Coast Energy Authotity ("RC "‘é%ﬁs a joint powers authority
formed in 2003 under Health and Safety CoflySection 6500 to develop and
implement sustainable energy initiatives ﬁthat reduce . energy demand, increase
energy efficiency, and advance the use of clean efﬁcxenﬁ;oﬁld renewable resources
available in the Humboldt County regtzz n ojﬁ%ahformﬁ The member agencies of
RCEA are the County of Humbold, the Humboldt Bay Municipal Water District,
the cities of Arcata, Blue Lake, & m;gka Femdalgv PFortuna, Rio Dell, and Trinidad.
RCEA is governed by 2 Board of “‘quactggs aéompﬂsed of representatives of the
member agencies. ¥ 5}

Y

‘The California Pubjlg%ﬂht}es ‘Co ission ("CPUC") and the Local Government
Commission ("LGC")," et not-for-profit membership organization, have
undertaken aﬂpﬁd’i‘(’é@r jectlo, encousage the formamm of reg:onal orgamzauons

teliances” 7 CPUCi,has made funds available to the LGC to help local
governmen ntsytablish’ and operate agencies such as RCEA. Funds are collected
from rate paye%y?aciﬁc Gas and Electric ("PG&E") and distributed to RCEA
in accotdance with the objectives of this project.

Fund Accounting

The accounts of RCEA ate otganized on the basis of funds, each of which is
considered to be a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comptise its assets,
deferred outlfows, lLiabilifes, defetred inflows, fund equity, revenues, and
expenditures. Resources are allocated to and accounted for in individual funds based
upon the purpose for which they are to be spent and the means by which spending
activities ate controlled, RCEA maintains one fund to account for the activity of the
Redwood Coast Energy Authortity.
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REDWOOD COAST ENERGY AUTHORITY

OF STATEME - CONTIN
June 30, 2014
Major Governmental Funds:

The General Fund is the general operating fund of RCEA. It is used to account

for all financial resources except those requited to be accounted for in a separate
fand.

. Basis of Presentation, Basig of Accounting

. DBasis of Presentation
Government-wide Statements: The statemet %?itt posmon and the statement

of activities include the financial activities, 8 the 6¥erall government.
Vol

The statement of activities presentsta, co on be{vrveen direct expenses and
program revenues for each function obeEA's governmental activities, Direct
expenses ate those that areispemﬁcally ;;,- with a progtam or function
and, therefore, ate cleatly idé ?ﬁgble to a,Patticular function. RCEA does not
allocate indirect expenses in‘the stafgfhent of activities. Progtam revenues
mclude grants and cbuuon that are restricted to meeting the operational ot

culﬁr program. Revenues that ate not classified as

) "{ 2s general revenues.

,_\;‘,u-
P

Fund Fmanc.lal 1 ents " The fund financial statements provide information
abourREEA's fun&:s with separate statements presented for each fund category.
s of cl financial statements is on major govesnmental funds, each
displayed in%a;;es‘eparatc column. Any temaining funds are aggregated and
reported as nénmajor funds.

easurement Focus, Basis of Ac

Government-wide Statements: These financial statements are reported using the .
economic tesoutces measutement focus. They are reported using the accrual
basis of accounting, Revenues ate recorded when earned and expenses ate
recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Non-exchange transactions, in which RCEA gives (ot teceives)
value without directly receiving (or giving) equal value in exchange, include
grants, entitlements, and donations. On an accrual basis, revenues from grants,
entitements, and donations are tecognized in the fiscal year in which all
eligibility requirements have been satisfied.

12



REDWOOD COAST ENERGY AUTHORITY
$TO FIN TEMENTS - CONTINUED
June 30, 2014

Governmental Fund Financial Statements: Governmental funds ate teported
using the current financial resoutces measurement focus and the modified
accrual basis of accounting. Under this method, tevenues ate recognized when
measutable and available. Available means collectible within the cutrent petiod
or soon enough thereafter to pay liabilities of the current petiod.

RCEA considers revenues to be available if they are collected within 60 days of
the end of the fiscal year. Expenditures are recorded when the related fund
liability is incutred.

Major revenue sousces susceptible to accrual mcfude contracts and grants from
the California Energy Commission, the Cognty»of Humboldt, Ecology Action,

and Pacific Gas and Electric Company. ﬁ,‘i’% »«;;%l%’

Unearned revenue; %

Unearned revenue arises wheg assets 2 cdreceived before revenue recognition
L
criteria have been satisfied. ‘Graits.and esifitlements received before eligibility

requirements are met are recor ed’;ts un@.{rned revenue.

Defered Inflowstlad Olieiows 5%

eferred Inflowss %WEWS ofResources:
Defetred tﬂe S of‘ire%{;uces represents a consumption of net position or
fund balance iﬂ%phe o a future period(s) and thus, will not be recognized
as anﬁutﬂow ofr ﬁurces (expense/expenditure) until that futuse period.

Deferred m ows “of tesources, represents an acquisition of net position or
fund balancesthat applies to a future period(s) and so will not be tecognized as
an inflow of resources (tevenue) until that future period.

Expenses/Expenditures:

On the accrual basis of accounting, expenses are recognized at the time a liability
is incurred. On the modified accrual basis of accounting, expenditures are
generally recognized in the accounting petiod in which the related fund liability
is incurred, as under the accrual basis of accounting. However, under the
modified accrual basis of accounting, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgmeats, are
tecorded only when payment is due. Allocations of cost, such as depreciation
and amortization, are not recognized in the governmental funds.

13



D.

REDWOOD COAST ENERGY AUTHORITY
TO FIN STA TS -G D
June 30, 2014 ,

When RCEA incurs an expenditure ot expense for which both restricted and
unrestricted resoutces may be used, it is RCEA's policy to use restricted
resoutces first, then untestricted resources.

Budget and Budgetary Accounting

In accordance with the provisions of Sections 29000 and 29143, inclusive, of the
Government Code and other statutory provisions, commonly known as the County
Budget Act, RCEA prepares and légally adopts a budget for the General Fund on ot
before August 30 for each fiscal year.

unanticipated income and expenditur it

The budget is revised by RCEA durin ﬁg\to give corisideration to
es fk'ﬂne origir; V’and final budgets ate
presented for the General Fund.

mﬁ,

1. Deposits and Investments

RCEA maintains 0 ;ﬁ% nt of 1 ?cﬁsh in the Humboldt County Treasuty The
26 ‘smth those of other governmental entities in the
These pooled funds ate catried at cost which

Interest%%l is déposited quarterly into participating funds. Any investment
losses are pro%gr&onately shared by all funds in the pool.

The County is authorized to deposit cash and invest excess funds by California
Govetnment Code Section 53648 et seq. The funds maintained by the County
are either secured by federal depository insurance or are collateralized. The
Humboldt County Treasury had no investments in detivatives. RCEA does not
have a specific policy which relates to interest rate risk.

2. Stores ntories and Pr
Inventoties ate recorded using the purchase method in that the cost is recorded
as an expenditure at the time individual inventory items are putchased.

Inventoties are valued at average cost and consist of expendable supplies held
for consumption.

14



REDWOOD COAST ENERGY AUTHORITY
NOTE, TEMENTS - D
June 30, 2014

RCEA has the option of reporting an expenditure in governmental funds for
prepaid items either when purchased or duting the benefiting petiod. RCEA has
chosen to report the expenditures when incurred.

am nues A its Receivable

Program revenues include contract revenue and operating grants eamed from
other governmental agencies and not-for-profits.

. b
Accounts receivable represent program revenueé’.ﬁ%'vl'ﬁch have been earned for
which the related cash has not been receivegl;’ﬁanagement has determined that
the need for an allowance for uncollecﬁb_é%fccoﬁqﬁ%tggeceivablc is unnecessary at
June 30, 2014. ~ Thy

. Capital Assets
%w

Purchased or constructed c;%}e@gsscts Ate reported at cost or estimated

historical cost. Donated fixed #sséts argFécorded at their estimated fair value at

the date of the donati 1 The cist of normal maintenance and repairs that do

not add to the yalue of the assef or materally extend assets’ lives ate not

capitalized. RCE‘?A?%% ]iﬁc%%i%{tp pitalize assets with an initial cost of mote than
¥

$2,000 and anzestimated,useful life in excess of two yeats. Capital assets are
O ¥y p

depreciatéd using t-line method over estimated useful lives between 5

. Deferred Inflow 52%1 Qutflows of Resources

4

In addition to assets, the statement of net positon will sometimes report a
separate section for deferred outflows of tesources. This separate financial
statement element, deferred outflows of resources, represents 2 consumption
of net position or fund balance that applies to a future period(s) and thus, will
not be recognized as an outflow of tesoutces (expense/expenditure) untl that
future petiod. RCEA had no items that qualified for reporting in this categoty
as of June 30, 2014,

In addition to liabilities, the statement of net position will sometimes repott a
separate section for deferted inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of
net position or fund balance that applies to a future period(s) and so will not

15



REDWOOD COAST ENERGY AUTHORITY
' CIAL ST -CO D
June 30, 2014

be recognized as an inflow of resources (revenue) untl that future period.
RCEA had no items that qualified for reporting in this category as of June 30,
2014,

6. Compensated Absences

Accumulated unpaid employee vacation benefits are recognized as liabilities of.
RCEA. The current portion of the liabilities is recognized in the General Fund
at year-end. Accumulated sick leave benefits are not recognized as liabilities of
RCEA. RCEA's policy is to record sick leave ag an opetating expense in the
petiod taken since such benefits do. not vest ﬂ?&?% yment probable.

7. Fund Balance Reserves and Designation \{ Ty

f.».% {;& 5

As of June 30, 2014, fund balance;%f thfgavemmeital funds are classified as
follows: “"%n

Nonspendable — amou cann e spent either because they are in
nonspendable form or beéa éf‘j?‘irc legally or contractually required to
be maintained i ineagt,

Y

Vet ,rf:an be spent orly for specific purposes because
of consﬁtuggrnaﬁ%p isions or enabling legislation or because of

congtraints thatare externally imposed by creditors, gtantors, conttibutors,
orf‘ﬁ laws or :Egu.lanons of other governments.

=W
Cormmtt%lyzi amounts that can be used only for specific purposes
determined by a formal action of RCEA's Governing Board.- RCEA's
Governing Board is the highest level of decision-making authority for
RCEA. Commitments may be -established, modified, or rescinded only
through resolutions approved by the Governing Board.

Assigned — amounts that do not meet the ctiteria to be classified as
testticted ot committed, but that are intended to be used for specific
putposes. Undet RCEA's adopted policy, only the Govetning Board may
assign amounts for specific putposes.

Unassigned — all other spendable amounts.

When an expenditure is incutted for purposes for which both restricted and

16



REDWOOD COAST ENERGY AUTHORITY
NOTES TO FINANC ATEMENTS - CONTINUED
June 30, 2014

unrestricted fund balance is available, RCEA considers restricted funds to have
been spent first. When an expenditute is incurred for which committed,
assigned, or unassigned fund balances are available, RCEA considers amounts
to have been spent first out of committed funds, then assigned funds, and
finally unassigned funds, as needed, unless RCEA's Goveming Board has
provided otherwise in its commitment or assignment actions.

As of June 30, 2014, fund balances wete composed of the following:

General
&% Fund
Nonspendable: ’@e .
Prepaid expenses T & 12,939
Inventoties 47,232
Total Nonspendable 60,171
Assigned: e
PG&E Foundation - NE Grant : 10,000
Total Assigned Yol 10,000
Unassignect: ;
Other unassigned.sg, 535,840
Total Unass %% M} 535,840
Total Funy%iﬂ{x Lope 5 606,011

The preparauon eﬁ"‘ﬁnanc:al statements in conformity with generally accepted
accounting pnnmpfes requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosute of contingent
assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenditures duting the repotting perod. Actual results could
differ from those estimates.

New Governmental Accounting Standards Boatd {GASB) Standard

During the yeat ended June 30, 2014, RCEA implemented GASB Statement No.
G5, Items Previously Reported as Assets and Liabilities (GASB No. 65), which amends or
supersedes the accounting and financial reporting guidance for cettain items
previously required to be reported as assets ot liabilides. The objective is to either
propetly classify certain items that were previously repotted as assets and liabilities

17
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REDWOOD COAST ENERGY AUTHORITY
TO FINAN STATEMENTS - CONTINUED
June 30, 2014

as defetred outflows of tesources or deferred inflows of resources ot tecognize
certain items that were previously reported as assets and Habilities as outflows of
resaurces (expenses) or inflows of resources (tevenues),

Cash and Investments
Cash at June 30, 2014 consisted of the following:

Pooled Funds -
Cash in County Treasuty $ 137,603
Commercial Finandial Institutions d}‘m.zﬂ
Total A% 328896

¥ £
" ;

Cash balances held in banks are insured up 't"’g""'.fZS0,00B%b. pthe Federal Depository

Insutance Cosporation. All cash held b yinancia] institdfions is fully insured o
collateralized.

B, ’*'f o
The fair market value of this County%il?é’isggy poo B of June 30, 2014, as provided by
the pool sponsor, was $136,774. The Couinty 185&tricted by Government Code Section
53635 pursuant to Section 53¢ ,@élﬁto invést in time deposits, U.S. government securities,
State-registeted warrants, sbtes Or bondsi-State Treasurer’s investment pool, banker’s
acceptances, commetcial pag Y Hefotable certificates of deposit, and repurchase or

N

teverse reputchase agreements. o,
P ﬂgr“, S0 e

s

it Risk - n”ﬂés
AN

Credit risk is the ﬂ;%%at an issuer of an investrent will not fulfill its obligation to the

holder of the investment. This is measured by the assignment of a tating by a nationally

recognized statistical rating organization.

The County Treasurer’s investments consist of 73.83 percent federal agencies, 10.49
petcent money matkets, and 15.68 percent certificates of deposit. The S & P credit
ratings for these investments include AAA, AA, A+e, and Ae, and non-rated for
certificates of deposit and the California State Treasurer’s local agency investment fund.

Custodial Credit Risk — Deposits

Custodial credit risk for deposits is the sk that in the event of a bank failure, RCEA
will not be able to recover its deposits or will not be able to recover collateral securities
that ate in the possession of an outside party, The custodial credit risk for investments

18



REDWOOD COAST ENERGY AUTHORITY
S TO FIN ST -CO
June 30, 2014

is the sisk that in the event of 2 failure of the countet party (e.g, broker-dealer) to a
transaction, RCEA will not be able to recaver the value of its investment or collateral
securitics that are in the possession of another party. Neither the California
Government Code nor the Couaty’s investment policy contains legal or policy
requirements that would limit RCEA’s exposure to custodial credit risk for deposits or
investments, except that the California Government Code tequites that a financial
institution secure deposits made by state or local govetnment units by pledging
securities in an undivided collateral pool held by a depository regulated under state law.
The market value of the pledged securities in the collateral pool must equal at least 110
percent of the total amount deposited by the public agencies. California law also allows
financial institutions to secure Authority deposits by pledging frst trust deed mottgage
notes having a value of 150 percent of the secured#py iblic deposits. As of June 30,
2014, none of RCEA’s deposits were exposed to chistodialigredit risk.

. s
Interest Rate Risk — Investments

£

Interest rate risk is the measurement qgfgg?w cha }%‘i Jmarket interest rates will adversely
affect the fair value of an investmintiyGenerglly, the longer the maturity of an
investment, the more sensitive to changes:in m@&é’t interest rates of its fair value, One of
the ways the Humboldt Cou, tﬁ*?I‘teasuré‘ : manages its exposute to interest rate tisk is by
putchasing a combinations®f shott-term gnd long-term investments and by timing cash
flows from matutities so 2 pagign SRl Portfolio is matuting or coming close to maturity
to ensure the cash flawsand liqUidity of operations. The weighted average matutity of the
ﬁ%eamfﬁ% invgstments is 1,004 days.

SF

invested in any one issuer beyond that stipulated by the California Government Code.
Thete were n6 investments in any one issuer (other than U.S. Treasury securities, mutual
funds, or external investment pools) that represented 5 percent or mote of total County
investments at June 30, 2014,
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REDWOOD COAST ENERGY AUTHORITY

NOTES TQ FINANCIAL STATEMENTS - CONTINUED
June 30, 2014

Receivables

Receivables at June 30, 2014 consisted of the following;

General Fund

California Energy Commmission § 418,996
Humboldt Bay Municipal Water District 3,500
City of Blue Lake 2,113
McKeever Energy & Electric, INC. 3,850
Pacific Gas and Electric Company 195,686
Retentions B, 62,645
Total & 3 686,790

retentions. B,
Capital Assets
Capital asset activity for the penod en d]&’@ﬁ’ 2014 was as follows:
Ao A g Ending
Y FORRET Lncreases Decreases Balances
Goverrimental :\cuvm};s”"
Capital assets bémg a%” fated
Leaschold Improvempents & $§ 27937
Equipment °**"+ o 44536 § 14057 58,593
Total capital assets being ;ié‘fxecsated 12,473 14,057 - 86,530
Less: Accurnulated depreciation for:
Leasehold Improvements {467 (1,397 {1,864)
Equipment (14,375) {10,253 (24,628)
Total accumulated depreciation {14,842) .(11,650) - (26,492)
Capital assets being depreciated, net 57,631 2,407 - 60,038
Govemnmental activities capital assets, net  § 57,631 § 2407 & - % 60,038

For the year ended June 30, 2014, depreciation expense was $11,650.
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REDWOQOD COAST ENERGY AUTHORITY

N ATEMENTS - CONTIN
June 30,2014
Risk Management

RCEA is covered for general business, liability, automobile, and errors and omissions
through the Special Districts Risk Management Authority ("SDRMA"), a public entity
tisk pool. As 2 member of a public entity risk pool, RCEA is responsible for appointing
an employee as a liaison between RCEA and SDRMA, implementing all policies of the
SDRMA, and promptly paying all contributions. SDRMA is responsible for providing
insurance covetage as agreed upon, assisting RCEA with implementation, providing
claims adjusting, and defending any civil action brought against an officer of RCEA.

Excess of Expenditures Over Appropriations

Excesses of expenditures over appropriations in if

30, 2014 ate as follows:
Fund Expenditures
‘General Fund: . t'w 5

Contracts - program related seT!rm s*mgé & $ 75,073

Salaties and employeega_eneﬁts dministrative 36,372
Travel and tram.lng S i \ 282

Bank Charges Wﬁ 5‘;’&“1 91
Meeting expen 164
768
636

SRR Ty,
Dues an tﬂ%mem erg%,ps G
. ekl -

o,
Retirement Plan ‘%%:5?“’

RCEA has established a Savings Incentive Match Plan for employees (a "Simple IRA")
where RCEA and employees make contributions to individual retitement accounts
("IRAs"). Under the Simple IRA, RCEA must make contdbutions matching participating
employee contributions, up to a maximum of 3 percent of an employee's gtoss salaty per
year. Employees may contribute up to the maximum federally allowed amount. All tegular
employees of RCEA are eligible to participate in the Simple IRA plan. Plan conttibutions
by RCEA for the year ended June 30, 2014 were $13,388.
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REDWOOD COAST ENERGY AUTHORITY
FI ATEMENTS - U
June 30, 2014

Long-Term Obligations

RCEA obtained a loan with PG&E in Januaty 2014 for energy upgrades in the amount of

$10,974 at 0 pescent interest for 69 months. Futute payments obligations are as follows:

Year Ended
June 30, Principal

2015 § 1,908

2016 1,008
2017 1,908
2018 1,908
2019 1,908 2 &
Thereafter 795 .
Totals $ 10,338
ne of & N s
: i

- :(E?:.:‘M,"&‘ : s
RCEA maintains an unsecured line of credit thi$iligh Umpqua Bank with a credit limit of
$75,000 and an interest rate , ﬁ&%percent. . As of June 30, 2014, this line of credit had a
zero balance. f';g,& ,§

5{-‘\
Lease of Real Propest#&is, %w,«
g P

RCEA enteted itito 2 23 mgnth lease for its facility as of May 1, 2013, with monthly
payments of $4,1E§35§; Jo
June 30, 2014, Future

I

Concentrations and Contingencies

RCEA receives the majority of its funding through a contract with PG&E to provide
enetgy efficient programs. For the year ended June 30, 2014, this amount represented 66
percent of total revenue. As of June 30, 2014 accounts receivable from PG&E were
$195,686.

e commitments are $36,900 for the year ending June 30, 2015.
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REDWOOD COAST ENERGY AUTHORITY

AND CHANGES IN DR -
D - GEN
For The Year Ended June 30, 2014
Variance
With Final
Budget -
Budgeted Amounts Favorable
Original Final Actual {Unfavorable)
Revenues:
Non-government agencies $1,501,863  $1,345,863 $1,150886 § (194,977)
Govemiment agencies 1,110,488 510,488 590,024 79,536
Foundation trusts/grants 10,000 5,000 5,000 .
Other income 300 4,150 4,972 822
Investment income 500 500 926 426
Total Revenues 2,023,151 1,866,001 1,751,808 (114,193)
Expenditures:
Progtam expenditures -

Direct install, incentives, and rebates 591,053 33,053 265,884 167,169

Salaries and employee benefits 780,949 2,335 718,722 53,613

Contracts - program related services 988,468 388?1’:&8’_ 463,541 (75,073

Total Program Bxpenditures 2‘5&0 4705, 1,59%856 1,448,147 145,709
Implementation expenditures - '
Administrative expenditures:
Salaties and employee benefits 74.974 111,346 (36,372)
Professional services 29,500 19,093 10,407
Travel and training 14,370 14,652 (282)
Bank charpes 400 491 (91)
Pettnit fees 400 400 -
Office supplies and expense 40,225 38,992 1,233
Rent S 49,200 49,200 -
Janitorial 6,580 6,368 212
Facility expense # A2 @, 6,000 5,623 377
Utilites G 8,550 7,097 1,453
Meeting expense '{"% 7,100 7,264 {164)
Volunteer setvices -
Insurance 8,500 8,427 73
Dues and membership 2,200 2,968 (768)
Capital outlay 15,693 14,962 731
Advertising 5,000 4,885 115
Debt service - principal 636 {636)
Total Implementation Expenditres 247,385 268,692 292,404 (23,712)
Total Expenditures 2,607,855 1,862,548 1,740,551 121,997
Excess of Revenues Ovet (Under) Expenditures 15,206 3,453 11,257 7,804
Other financing sources (uses): ‘

Proceeds from debt 10,974 10,974 -
Total Other Financing Souzces (Uses) - 10,974 10,974 -
Excess of Revenues and Other Financing

Sources Over (Under) Expenditures and Other

Financing Uses 15,296 14,427 22,231 7,804
Fund Balance at Beginning of Year 583,780 583,780 583,780 -
Fund Balance at End of Year $§ 599,076 $ 598,207 § 606,011 3 7,804
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REDWOOD COAST ENERGY AUTHORITY

ORGANIZATION
June 30, 2014

Redwood Coast Energy Authorty is a Joint Powers Authority formed in 2003, representing seven
municipalities, the County of Humboldt, and the Humboldt Bay Municipal Water District.

The Board of Trustees for the fiscal year ended June 30, 2014 was composed of the following;

GOVERNING BOARD

Name Office . Jurisdiction
Linda Atkins Chaitperson Eureka

Susan Ornelas Vice Chairperson Arcata
Michael Sweeny Ferndale
Stephen Kullmann Blue Lake

Mike Losey Fortuna

Frank Wilson Rio Dell

Tom Davies Trinidad

Ryan Suudbergﬁﬁ;{ , County of Humboldt

Batbara Hecathorn % .. Member Humboldt Bay Municipal Water District

) 4
4 ADMINISTRATION

Matthew Marshall
Executive Director



REDWOOD COAST ENERGY AUTHORITY

RD E RNMEN DI ANDARDS

Board of Directors
Redwood Coast Energy Authority Ay,
633 Third Street

Buteka, California 95501

We have audited, in accordance with the auditing sténdard genemcepted in the United

States of Ametica and the standards applicable”%’&;,gp clal audits contained in Gowrument
Aunditing Standards issued by the Comptroller Ge;?f%% of the United States, the financial
statements of the governmental activities %id. the genéfil*fund of Redwood Coast Energy
Authotity (“RCEA™), as of and for the year*‘enﬁ% 56, 2014, and the related notes to the

financial statements, which collectively comp ise RCEA’s basic financial statements, and have
issued our report thereon dated € ol’jﬁg} 28, 2016,
Internal Control Over Financial' f Ortings”

; ﬁgﬁé‘gsz‘ aué?fg;;of the financial statements, we considered RCEA’s
internal contro] over financial r@’éi@rﬁn’é (internal control) to determine the audit procedures
that are approptiaté it¥gthe circuni§tances for the purpose of expressing out opinions on the
financial statements, but 1o

Gy A& A . .
bt fordhe purpose of expressing an opinion on the effectiveness of
RCEA’s internal control, ﬁ&
RCEA’s internal control.

rdingly, we do not express an opinion on the effectiveness of
A deficiency in internal control exists when the design ot operation of a control daes not allow
management ot employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A matenial weakness is 2
deficiency, ot 2 combination of deficiencies, in internal control, such that there is a reasonable
possibility that a matedial misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A signiffrant deficiency is a deficiency, ot a

combination of deficiencies, in internal control that is less severe than a matetal weakness, yet
important enough to merit attention by those charged with governance. '

3

In planning and perfo:
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REDWOOD COAST ENERGY AUTHORITY

PENDENT AUDITOR'S R] OL OVE
INANCIAT, REPORTING AND ON COMPLIANCE AND

ASED ON AN AUDIT OF FINANC ENTS P DIN
RDANC G ENT AUDITI S-C D

Our considetation of internal control was for the limited purpose descdbed in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses ot significant deficiencies and, therefore, matetial
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, duting our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. We did identify certain deficiencies in internal control,
described in the accompanying Schedule of Findings and Rﬁiponses as Findings 2014-1
through 2014-4, that we considet to be significant deﬁc;lemney’J

Compliance and Othet Matters ;ﬁ &y

As part of obtaining reasonable assutance about whcthcr:i{CEA Sfinancial statements are free
from materidl misstatement, we performed tests Qi its chmpliancewith certain provisions of
laws, regulations, contracts, and grant agreements '-"-'_Q compliance with which could have a
direct and material effect on the determis f2a
providing an opinion on compliance with thokg, rowslons was not an objective of our audit,
and accordingly, we do not express such ah opifiony
instances of noncompliance or other Jatters that are‘;r‘cquired to be reported under Govermment

Auditing Standards. ,éf
4‘”%' fim,
Redwood Coast Energy Authority; Response to Findings

f \idedtified in our audit are described in the accotnpanying
Schedule of Fmdmgs‘ 4gd Rcsponses RCEA’s responses were not subjected to the auditing
procedures applied in the d.tt,yof the financial statements and, accordingly, we express no
opinion on them. S

RCEA’s responses tg the ﬁnﬁ

Purpose of this Report

The purpose of this teport is solely to describe the scope of our testmg of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the enurys internal control or on compliance. This report is an integral patt of an audit
performed in accordance with Gorernment Auditing Standards in consideting the emtity’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

CERTTFIED PUBLIC ACCOUNTANTS
October 28, 2016
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REDWOQOD COAST ENERGY AUTHORITY
AUDIT FINDINGS AND RECO N (@

June 30, 2014

2014-1: INTERNATL CONTROIS OVER EXPENDITURES
Criteria

Good internal controls over expenditures include ob?iining and documenting the
required support, authotization, and approval pﬁo;:gfi quing the disbutsement.

H
< i,
e

Condition fﬁj ‘5 o

During our testing of expenditures, in ﬁéﬁi@hﬁwffﬁested 18 percent of all operating
expenditures, we noted 5 instan%g toralin?%,I% where there was either no
documentation of approval prior to iiéﬁé"m%g the difBursement or the approval was not
readily apparent. We noted 2 insta%ces total g $513 where the executive director
approved his own seimbutsement. y J we noted 4 instances totaling $10,874

whete no putchase ordq%gg% ed priotitef issuing the disbursement. We also noted 1
instance whete a detailell teceiptfmanof present for a meal purchase. Finally, we noted
1 instance where $201.worth 'E)'.gﬁa‘gcohol was purchased.

i Y &

S

The lack of d\c;%ﬁ%gﬂfaﬁon of ptior authorizaton or approval and suppott
documentation of dﬁrﬁfursements could. result in errors or inappropriate expenditures
being incurred without prior knowledge of management. The purchase of alcohol may
not confotm to board policy.

Cause

RCEA did not use a purchase order form or other approved authorization documents
on all disbursements.

Reco

We recommend that RCEA update its policy regarding the use of purchase order forms
ot other approved authorization documents for all disbutsements.
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REDWOOD COAST ENERGY AUTHORITY
AUDI AND REC ATIONS - UED

June 30, 2014
2014-3: PAYROIT, 1 ON
Criteria

Good internal conttols over payroll include supervisot review and apptoval of time
sheets.

Condis

Dusing our testing of payroll we noted that the executﬁq director was approving his
own time sheet.

Not having a board member or supervisdr‘%lgn ,a}ci ‘apptove time sheets incteases the
chance that inappropriate or incorrect wages cogld be paid and not detected in a timely
manner. We noted no actual mappx&pmate paymcri?;,si”for the year ended June 30, 2014.

:#:f

ik
ket y
RCEA did not have a o‘éie Srdine approval of executive director time sheets.
P C{%‘ gardl R%PP

Recommen tio &

We recommend that RCE:;,"; establish procedures for a board member to review and
approve the executis?(% ”}yector s time sheet.

Corrective Action Plan

RCEA will establish procedutes for a board member to review and approve the
executive director's time sheet.

2014-4: TIMELY CLOSING OF ACCOUNTING PERIOD
titeria

Good internal controls include completing the annual accounting period close in a
timely fashion.
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REDWOQOD COAST ENERGY AUTHORITY
AUDITF AND RE ATI -C ED

June 30, 2014

Condition

RCEA closed the June 30, 2014 year end approximately 16 months after the year end,
fec

‘The audit report was issued approximately 26 months after the year end.

Cause

Staffing limitations and scheduling conflicts WItQ e
closing of year end.

Rec ndatio ‘5% /}Q

We tecommend that RCEA works % aé%ly wn:h an* ‘olitside firm to ensute that the year
end is closed in a timely fashion. \ }‘%@:%V. J

tside firm resulted in delayed

T,
Corrective Action Plan  #"&;
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REDWOOD COAST ENERGY AUTHORITY

STATUS OF PRIOR YEAR AUDIT FINDINGS
June 30, 2014
2013-1: INTERNAL CONTROLS OVER EXPENDITURES

Condition

Duting out testing of expenditures, in which we tested 38 percent of all expenditures,
we noted B instances totaling $4,283 where there was no documentation of approval
priot to issuing the disbutsement.

eco £n

'
=N
Live)
2
.

cgardi gihe -use of purchase order forms

a alLéJsbursemﬁ

We recommend that RCEA update its policy regz

RCEA main a checkm account with Umpqua Bank for general operations. The
custodian of the“funds P pated monthly bank reconciliations. However, RCEA did
not document tevieWgarid apptoval of the bank reconciliations by someone other than

the custodian of the #¢count.

Qay_se

It was not the policy of RCEA to obtain documentation of review of the bank
reconciliations.

! ;mcng Status

Not implemented, see finding 2014-2.
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