r!-.; COUNCIL WORK SESSION
(“«COON Tuesday, November 10, 2015
6:30 p.m.
R@PI DS Coon Rapids City Center

Minnesota
Conference Room 1

Call to Order

Pursuant to Minnesota Statute 13D.04, subd. 2, the City Council will meet in work session to
discuss the following:

Franchise Fees

Other Business

Adjourn



(ECOON
KAPIDS

Minnesota

City Council Work Session 1.
Meeting Date: 11/10/2015
Subject: Franchise Fees

Submitted For: Sharon Legg, Finance Director From: Sharon Legg, Finance Director

INTRODUCTION

The City Council has recently expressed interest in reviewing the City's public utility gross earnings tax
commonly referred to franchise fees. The purpose of this discussion is to provide background information
regarding the City's gas and electric franchise fees and to allow the Council to provide input on the City's
policies in this regard.

DISCUSSION

The City of Coon Rapids has been charging the franchise fees since 1969. Originally they were set at
three percent and increased to four percent in 1991. Generally, the franchise fee generates 11.2 percent of
the City's General Fund revenue. The City also imputes a four percent fee on City owned utilities
including water and sewer sales. Staff will present more information at the work session regarding fee
impacts and alternatives, but has included some attachments at this time including the map of the electric
utility coverage of the City, revenue generated by this fee and comparable rates for other cities.

Additional background information and Franchise Fees:

Under current state law a city may require franchise agreements for gas and electric providers operating
within the city’s limits. These agreements provide the terms for which utility companies may operate in
the public right-of-way. Minnesota State Statute 216B.36 sets the framework by which municipalities can
require private utility companies to pay for the ability to use public right-of-way. As outlined the statute,
the municipality can implement a franchise fee that is to be collected by the private utility and distributed
back to the municipality. The fee may be structured in one of three ways:

1. Meter or customer account fee: a fee that attaches a fixed monthly fee to each meter within the
city (currently the only option Xcel Energy will consider for new franchise fees).

2. Percentage of Gross Revenue (PGR): a sum of money based on the gross revenues derived from
operations within the city.

3. Usage Fee: a fee that is a pre-determined rate based on the usage of the customer.

Regardless of how the fee is structured, when a franchise fee is levied on a utility provider the fee is
passed on directly to the customer and itemized on their bill as a city fee.

RECOMMENDATION




Staff recommends the City Council consider the information presented regarding the City's gas and
electric franchise fees and provide feedback regarding the established policies.

Attachments
City Franchise Fee Revenue 2009-2014
Map of Electric Service Provider Areas
Xcel Energy - Municipal Franchase Fees

Connexus Municipal Franchise Fees




Center Point (natural gas)
Connexus (electric)

Xcel (electric)

City of Anoka (electric)

Total

2009

862,386.52
1,104,589.26 1,

608,188.40

26,599.75

2,601,763.93 2,

City of Coon Rapids
Summary of Franchise Fee Revenue

2010 2011 2012 2013
782,030.27  783,491.93  592,226.47  790,215.00
146,881.52 1,163,206.17 1,241,590.24 1,196,900.20
634,728.46  680,535.79  653,367.53  730,376.63

27,525.88 28,314.56 28,097.51 27,900.11
591,166.13 2,655,548.45 2,515,281.75 2,745,391.94

Note: Center Point gas was high in 2014. 2015 returned to 2013 levels as of 9/30/15

Revenue ($)

3,500,000.00

3,000,000.00

2,500,000.00

2,000,000.00

1,500,000.00

1,000,000.00

500,000.00

0.00
2009

B Center Point (natural gas)

Franchise Fee Revenue 2009-2014

2010 2011

B Connexus (electric)

2012
Year

m Xcel (electric)

2014

1,021,708.57
1,228,058.48
774,551.71
28,724.38

3,053,043.14

2013

Average

805,343.13
1,180,204.31
680,291.42
27,860.37

2,693,699.22

2014

| City of Anoka (electric)

2015
(partial)
584,647.68
918,968.26
584,109.41

22,597.03

2,110,322.38
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~ Power Company, a Minnesota corporation
.esota 55401
~LECTRIC RATE BOOK —~ MPUC NO. 2

4SE AND OTHER CITY FEES Section No. 5
11th Revised Sheet No.  93.1

Franchise and other city fees, as designated below will be included in the customers’ monthly bills computed under the indicated rate
classes and effective in the following Minnesota communities:

The Company remits 100% of these fees collected from ratepayers to the local government unit.
— Indicates fee is not applied

Non.dema

| Afton $5.00

Albertville $2.50 $5.00 $10.00 $50.00 $2.00 — —
Bayport $1.50 $3.00 $25.00 $50.00 $3.00 $3.00 $25.00
Big Lake $4.00 $8.00 $8.00 $8.00 — = —
Brooklyn Center | $1.52 $3.10 $20.60 $99.00 $12.40 $12.40 $12.40
Champlin $2.50 $8.00 $35.00 $125.00‘ $15.00 $15.00 $15.00
Chisago City $1.30 $5.00 $15.00 $55.00 $5.00 $5.00 $15.00
Circle Pines $2.75 $3.00 $35.00 — $3.00 — —
Clara City $2.00 $2.00 $15.00 $68.00 $2.00 $2.00 $15.00
Clements $1.00 $1.00 $1.00 $1.00 — — —
Coon Rapids’ 4.0% 4.0% 4.0% 4.0% — — —
Cottage Grove $0.65 $0.65 $5.25 $29.00 $2.30 — $4.25
Deephaven $2.50 $2.50 $2.50 $2.50 $2.50 $2.50 $2.50
Dilworth $2.60 $6.00 $21.00 $136.50 — $6.00 $21.00
Eagle Lake $0.50 $0.50 $0.50 $0.50 — — —
Eden Prairie $2.50 $3.00 $10.00 $45.00 — — —
Edina $1.45 $2.90 $9.00 $40.00 - — — —
Excelsior $2.50 $2.50 $2.50 $2.50 $2.50 $2.50 $2.50

! Coon Rapids: The franchise fee excludes rate schedules for highway lighting, municipal street lighting, municipal water pumping,
municipal fire sirens, and municipal sewage disposal service.

(Continued on Sheet No. 5-93.2)

Date Filed: 11-04-13 By: Christopher B. Clark Effective Date: 11-01-15
President, Northern States Power Company, a Minnesota corporation
Docket No. E002/GR-13-868 Order Date: 08-31-15

Z:\General-Offices-GO-01\PSF\RA\Rates\Current\Mn_elec\Me_5_093-01_r11.docx




Northern States Power Company, a Minnesota corporation
Minneapolis, Minnesota 55401
MINNESOTA ELECTRIC RATE BOOK ~ MPUC NO. 2

FRANCHISE AND OTHER CITY FEES (Continued) ; SectionNo. 5
13th Revised Sheet No. 93.2

Franchise and other city fees, as designated below will be included in the customers’ monthly bills computed under the indicated rate
classes and effective in the following Minnesota communities:

The Company remits 100% of these fees collected from ratepayers to the local government unit.
— Indicates fee is not applied

Faribault' $280.00

Forest Lake $4.00 $2.50 $18.50 $75.00 $7.50 $2.50 $18.50
Golden Valley $2.00 $2.00 $22.50 $206.00 — — —
Goodview $2.75 $3.00 $25.00 $110.00 $25.00 $2.50 $10.00
Grant $2.35 $2.00 $14.00 $75.00 - $2.00 $2.00 $2.00
Hayfield $2.00 $2.00 $2.00 $2.00 $2.00 $2.00 | $2.00
Henderson $3.00 $3.00 $3.00 $3.00 — — —
Hopkins $2.20 $3.85 $15.50 $105.50 — — —_
Landfall Village $2.25 $4.75 $14.00 $65.00 $15.50 — —
Lexington $2.25 $3.75 $25.00 $130.00 $3.75 $3.75 $25.00
Lindstrom $1.30 $5.00 $15.00 $55.00 $5.00 $5.00 $15.00
Little Canada $2.75 $5.25 $40.00 $230.00 $15.50 $2.00 $3.00
Madison Lake $1.00 $1.00 $1.00 $1.00 \ $1.00 $1.00 $1.00
Mahtomedi $1.30 $1.38 $14.40 $110.28 $12.71 $0.63 $14.84
Mankato $1.00 $1.55 $16.50 $223.00 $1.00 $0.25 $1.00
Mantorville $2.00 $2.00 $2.00 $2.00 $2.00 $2.00 $2.00
Maplewood $1.25 $2.50 $15.00 $112.50 $1.25 $1.25 $1.25

! Faribault: The franchise fee excludes invoices to the city for street lighting and municipal pumping.
(Continued on Sheet No. 5-93.3)

Date Filed: 11-04-13 By: Christopher B. Clark Effective Date: 11-01-15
President, Northern States Power Company, a Minnesota corporation
Docket No.  E002/GR-13-868 Order Date: 08-31-15

Z:\General-Offices-GO-01\PSF\RA\Rates\CurrentiMn_eleciMe_5_093-02_r13.doc




Northern States Power Company, a Minnesota corporation
Minneapolis, Minnesota 55401
MINNESOTA ELECTRIC RATE BOOK — MPUC NO. 2

FRANCHISE AND OTHER CITY FEES (Continued) SectionNo. 5
9th Revised Sheet No. 93.3

Franchise and other city fees, as designated below will be included in the customers’ monthly bills computed under the indicated rate
classes and effective in the following Minnesota communities:

The Company remits 100% of these fees collected from ratepayers to the local government unit.
— Indicates fee is not applied

Eftective Date

Large C&1
‘ Municipal

3.0%
>100 kW at
primary or
5.0% 5.0% higher voltage .
Minneapolis 4.5% 5.0% 5.0% 5.0% 01/2015
<100 kW <100 kW 5.0% -
>100 kW at
secondary
voltage
Minnetonka $2.50 $4.50 $4.50 $4.50 — $4.50 $4.50
Monticello $1.95 $5.50 $31.00 $190.00 $12.00 $12.00 $31.00
Mound $2.75 $2.75 $2.75 $2.75 $2.75 $2.75 $2.75
Mounds View 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
. $0.0023 | $0.0023 $0.0016 $0.0009 $0.0023 | $0.0023 | $0.0016
New Brighton
per kWh | per kWh per kWh per kWh per kWh | per kWh | per kWh
New Hope $1.50 $4.50 $9.00 $36.00 $4.50 $4.50 $4.50
New Richland $1.00 $1.00 $1.00 $1.00 — —_ —
Newport $1.00 $1.50 $14.00 $70.00 $5.00 $1.00 $10.00

(Continued on Sheet No. 5-93.4)

Date Filed: 11-04-13 By: Christopher B. Clark Effective Date: 11-01-15
President and CEO of Northern States Power Company, a Minnesota corporation
Docket No.  E002/GR-13-868 Order Date: 08-31-15

Z\General-Offices-GO-01\PSFRA\Rates\CurrentiMn_elec\Me_5_093-03_r09.doc




Northern States Power Company, a Minnesota corporation
Minneapolis, Minnesota 55401
MINNESOTA ELECTRIC RATE BOOK — MPUC NO. 2

FRANCHISE AND OTHER CITY FEES (Continued) . SectionNo. 5
14th Revised Sheet No. 93.4

Franchise and other city fees, as designated below will be included in the customers’ monthly bills computed under the indicated rate
classes and effective in the following Minnesota communities:

The Company remits 100% of these fees collected from ratepayers to the local government unit.
— Indicates fee is not applied

North Mankato $1.00 $1.55 $16.50 $223.00 $17.62 $1.46 $12.30
Oakdale $1.50 $3.00 $10.00 $8.00 $6.00 $2.00 $8.00
Osseo $1.28 $2.07 $17.57 $102.65 $6.20 $0.45 $2.55
Owatonna $0.0016 per kWh  Customer peak demand less than 100 kW in calendar year

$0.0014 per kWh  Customer peak demand greater than 100 kW in calendar year
Plymouth © | $2.00 $3.00 $10.00 $40.00 —_ — —
Prior Lake $1.50 $5.00 $10.00 $50.00 — — —
Richmond $1.00 $1.00 $1.00 $1.00 — — —
Richfield $4.10 $12.50 $30.00 $185.00 —_ — —
Robbinsdale 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Sartell’ See fee schedule below.
Sauk Rapids 3.0% Customers vstrho purchase $50,009 orlessin caler?\dar year

1.5% That part which exceeds $50,000 in calendar year
Shoreview $2.50 $3.00 $30.00 $310.00 — —_— —

! Sartell: Effective with January of the respective years, the monthly franchise fee will be as follows:

o 2007 and 2008 $2.50 » 2013 and 2014 $3.25 ¢ 2019 and 2020 $4.00
e 2009 and 2010 $2.75 e 2015 and 2016 $3.50 o 2021 and 2022 $4.25
s 2011 and 2012 $3.00 e 2017 and 2018 $3.75 e 2023 $4.50

(Continued on Sheet No. 5-93.5)

Date Filed: 11-04-13 By: Christopher B. Clark Effective Date: 11-01-15
President, Northern States Power Company, a Minnesota corporation
Docket No. E002/GR-13-868 Order Date: 08-31-15

Z:\General-Offices-GO-01\PSFARARates\CurrentiMn_electMe_5_093-04_r14.doc




Northern States Power Company, a Minnesota corporation
Minneapolis, Minnesota 55401
MINNESOTA ELECTRIC RATE BOOK — MPUC NO. 2

FRANCHISE AND OTHER CITY FEES (Continued) SectionNo. 5
11th Revised Sheet No. 93.5

Franchise and other city fees, as designated below will be included in the customers’ monthly bills computed under the indicated rate
classes and effective in the following Minnesota communities:

The Company remits 100% of these fees collected from ratepayers to the local government unit.
— Indicates fee is not applied

Effective Date

 Large C&1

South St. Paul’ 4.0% 4.0% 4.0% 4.0% — — —

Spicer $1.00 $1.00 $8.00 $8.00 — — —
Spring Lak
pring -ake $0.80 | $1.20 $8.50 $50.00 — — —
Park
St. Cloud® 3.0% 3.0% 3.0% 3.0% — — —
2%
purchase
<$100,000 in
calendar year
St. Joseph $1.00 $1.75 $10.00 $8.00 $1.00 $10.00
1.5%
that part
>$100,000 in
calendar year
St. Louis Park $3.25 $6.50 $30.00 $105.00 — $6.00 $30.00
St. Michael $3.50 $2.50 $2.50 $10.00 $10.00 $2.50 $10.00 U
St. Paul® See fee schedule in the Notes section on the following sheets. '1"33‘2906 08131/2026
St. Paul Park $1.50 $2.00 $25.00 $335.00 $10.00 $1.00 $5.00 08/2005 | 05/15/2025
Stillwater $2.00 $2.50 $18.00 $125.00 $4.00 $2.00 $18.00 "

! South St. Paul: The franchise fee excludes rate schedules for highway lighting, municipal street lighting, municipal water pumping,
municipal traffic signals, municipal fire sirens, and municipal sewage disposal service.

2 st. Cloud: The franchise fee for residential heating customers will be 1.5% during the months of November — April.

¥ st. Paul: The monthly franchise fee will be as stated on the following sheets. The residential service franchise fee will be as stated
except during the months of November - April when there will be no fee. The fee shall not exceed $620,000 during any calendar year from
any large commercial and industrial customer qualifying for service on the Competitive Market Rider. The schedule on the following sheets
show the meter, energy, and demand factor for each year of the St. Paul franchise and for each of the customer classifications.

(Continued on Sheet No. 5-93.6)

Date Filed: 11-04-13 By: Christopher B. Clark Effective Date: 11-01-15
President, Northern States Power Company, a Minnesota corporation
Docket No.  E002/GR-13-868 Order Date: 08-31-15

Z:\General-Offices-GO-01\PSRRA\Rates\Current\Mn_elec\Me_5_083-05_r11.doc




Connexus Franchise Fees (Electric)

Small C&I Non- Small C&lI
City Residential demand Demand Large C&I
Circle Pines 3.00% 3.00% 3.00% 3.00%
Coon Rapids 4.00% 4.00% 4.00% 4.00%
St. Cloud 3.00% 3.00% 3.00% 3.00%
.004 per kwh .004 per kwh .004 per kwh .004 per kwh
Anoka imbeded in rate |imbeded inrate |imbeded inrate imbeded in rate
Big lake $4.00 $8.00 $8.00 $8.00
Champlain $2.50 $8.00
Elk River $5.00 $25.00 $70.00 $100.00
Forest Lake $4.00 $2.50 $18.50 $75.00
Isanti $5.00 $5.00 $5.00 $5.00
Lexington $2.62 $3.61 $14.63
Spring Lake Park $0.80 To be updated
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