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Public Utility District No. 1 of Klickitat County 

Board of Commissioners Meeting 
Monday, November 23, 2015 

  
      
ELECTRIC RATE HEARING: 
 
President Mosbrucker opened the public rate hearing at 6:00pm on November 23, 2015 
at the Klickitat County Pioneer Center located at 501 NE Washington Street, White 
Salmon, WA as advertised. 
 
PRESENT:  Commissioners Ray A. Mosbrucker-President, Randy L. Knowles-Vice 
President, and Dan G. Gunkel-Secretary.  
 
STAFF PRESENT:  Jim Smith-General Manager, Ron Ihrig-Chief Operating Officer, 
John Janney-Chief Financial/Risk Officer, Kevin Ricks-Generation Asset & Special 
Projects Manager, and Kathy Loveland-Executive Assistant.   
 
GUESTS:  Sverre Bakke-White Salmon Enterprise, Robert Havig, and Jan Mosbrucker.  
 
PLEDGE:  The Pledge of Allegiance was recited by those present.   
 

PRESENTATION: Jim Smith gave a PowerPoint presentation to the Board and 
audience regarding 2016 electric rate increase proposals and our five year financial 
outlook.  Budget assumptions were also provided to give the Board a clear idea of what 
the forecasts are based on.  President Mosbrucker then opened the floor for public 
comments.   
 
PUBLIC COMMENTS: Comments from those present included the following, plus 
responses from staff and the Board –  

 Did you anticipate a BPA rate increase when you increased rates by 9% last 
year? 

o Yes. 
 In response to the budget, you can’t just stop doing business. 
 There used to be a premium on renewables, has that gone away now? 

o Renewable Energy Credit (REC) values have gone from $20 a REC to $5-
6 in 2017 and as low as $0.50 for 2015 RECs. 

 What’s the ownership in White Creek Wind output worth?  
 What is the PUD’s total debt? 

o $140M.  To provide perspective, our total installed plant is just over $300 
million and the depreciated value of our assets is about $225 million. 

 Could the PUD’s current bond rating of “A” go down to a “B” if rates are not 
raised? 

o Yes, most definitely.  It might go down even if we raise rates. 
 And was it always an “A”? 

o No.  Commissioner Knowles stated that several years ago the District’s 
rating was a “B+”.   

 What makes you so uneasy about 2017? 
o Generation revenue income is forecast to be significantly reduced due to 

lower wholesale electric prices for our surplus generation. In a “normal” 
commodity market prices fluctuate, but nothing out there is pointing toward 
improvements in the next few years.   

 Robert Havig presented his written comments for recording into the minutes 
(attached).  His main concerns were that the District has taken on too much debt 
and that the trajectory of our electric rates has us higher than the utilities around 
us.   
 

At 7:30pm, President Mosbrucker closed the public comment period. 
 
RECESS:  At 7:31pm, the meeting was recessed by President Mosbrucker, to be 
reconvened on Tuesday, November 24, 2015 at 5:00pm regular business meeting, 
followed by a 6:00pm rate hearing.   
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Public Utility District No. 1 of Klickitat County 

Board of Commissioners Meeting 
Tuesday, November 24, 2015 

 
 
RECONVENE:  President Mosbrucker reconvened the meeting at 5:00pm on Tuesday, 
November 24, 2015 at the Klickitat PUD Board Room located at 1313 S. Columbus 
Avenue, Goldendale, WA as advertised.   
 
PRESENT:  Commissioners Ray A. Mosbrucker-President, Randy L. Knowles-Vice 
President, and Dan G. Gunkel-Secretary.  
 
STAFF PRESENT:  Jim Smith-General Manager, John Janney-Chief Financial/Risk 
Officer, Kevin Ricks-Generation Asset & Special Projects Manager, Anita Thompson-
Accounting Manager, Gwyn Miller-H.R. Manager, Mike DeMott-Interim Power Manager, 
Ron Schultz-Chief Engineer, Rob Rising-Line Superintendent and Kathy Loveland-
Executive Assistant.   
 
PLEDGE:  The Pledge of Allegiance was recited by those present.   
 
MINUTES:   MOTION was made by Commissioner Dan Gunkel to approve the 
November 10, 2015 meeting minutes as presented.  Motion carried.  
 
CLAIMS & PAYROLL:  Presented by Anita Thompson. 
Vouchers were audited and certified by the auditing officer as required by 
RCW.42.24.080, and all expense reimbursement claims presented were certified as 
required by RCW.42.24.090 and were recorded on a listing made available to the Board 
on November 24, 2015. 
 
MOTION was made by Commissioner Randy Knowles to approve the following as 
presented: 

 Accounts Payable Voucher numbers 105091 through 105240 in the total amount 
of $549,526.90 and Wires, ACH and EFT numbers 8800377 through 8800388 in 
the total amount of $8,338,350.51 for the period ending November 24, 2015; and  

 Payroll Warrant numbers 43245 through 43247 and ACH Direct Deposit Payroll 
transactions 9914374 through 9914450 in the total amount of $164,204.44 for the 
payroll period ending November 15, 2015.  

Motion carried.  
 
REPORTS: 
 
COMMISSIONER DAN GUNKEL -- No report at this time.  
 
COMMISSIONER RAY MOSBRUCKER reported that he had attended the Washington 
PUD Association meetings in Olympia, Washington on November 18-20, 2015 and 
provided a brief report on the committee discussions.   
 

COMMISSIONER RANDY KNOWLES -- No report at this time.  
 
GENERAL MANAGER – The complete report can be found at:  
htp://www.klickitatpud.com/topicalMenu/commissioners/GM_Reports.aspx  
 

In addition to the written report, Mr. Smith noted that he had been spending most of his 
time with staff on the 2016 operating budget and electric rate increase scenarios and 
the associated presentations.  He also thanked the Board for their support in allowing 
him to attend the leadership training.   
  
ACCOUNTING – Anita Thompson presented the monthly financial report for September 
2015, which included the Revenue and Expense Income Statements with updated year-
end forecast numbers.  Anita noted that her department is continuing to work on the 
2016 operating budget along with all departments.  The report was accepted as 
presented. 
 

http://www.klickitatpud.com/topicalMenu/commissioners/GM_Reports.aspx
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OPERATIONS DIVISION – In the absence of Ron Ihrig, Rob Rising presented an 
operations update, including projects that the line crews are working on. Interviews for 
various openings on the crews are continuing.  Outage statistics for October was 
99.97%.  Rob also noted that we had very limited outages in the recent wind and ice 
events. 
Ron Schultz reported that he is continuing to work through issues with BPA on the 
transmission operator agreement (TOP). BPA is talking about a $120,000/year charge 
for providing the TOP services for us, which Jim Smith questioned.  Ron will be 
attending a meeting with BPA in Portland on December 15th to discuss this further and 
ask how they derived that figure. In regard to Friends of The Gorge, Ron spoke with our 
BPA Account Executive (AE) who has indicated that there doesn’t appear to be much 
hope in the District obtaining any funding from the settlement, as it was between BPA 
and The Friends.  Ron has tried to contact The Friends, but has not heard back from 
them as of today.  He will continue moving forward on these two issues. The Board 
voiced their disappointment in BPA’s intentions and process followed, but thanked staff 
for their continued efforts. 
The reports were accepted as presented.   
 
MOTION was made by Commissioner Dan Gunkel that the District terminate electric 
service to the Yakama Nation at the Satus Pass feeder with 90 days’ notice, which 
should give adequate time for them to work with BPA for service, unless there are 
extenuating circumstances to install equipment to meter the service to the Yakama 
Power Company.  We would still wheel power through our system thru BPA, since we 
can’t legally wholesale power to anyone.  His rationale is that we have 15 miles of line 
with $4,000 of revenue which is far under the costs to own, operate and maintain this 
line.  We all understand the potential liabilities to the District and it is therefore time to 
cease service to the Nation.   
 
DISCUSSION:  Commissioner Knowles commented that before we take that step, we 
need to ensure that it won’t be viewed as punitive, and also are we on firm legal ground 
in taking this step.  This might merit at least a pass at legal counsel prior to completing 
this action.  He is not adverse to the idea, but make sure we can do so legally and 
without consequences.   
Commissioner Mosbrucker agreed that we should seek legal counsel before taking this 
step.   
Commissioner Knowles questioned staff that if we give notice to remove our facilities, 
what would be the consequences if we were asked to remove our equipment?   
Ron Schultz commented that the concern is not the lines on the Yakima Reservation, it 
is on other lands in the County owned by Tribal members where we have lines and 
facilities. We have also been trying to renew leases on the Reservation with the 
Yakama Nation, however, the Tribe has not worked with us in a timely and responsible 
fashion on these lease renewals.   
Commissioner Gunkel stated that the line is a significant liability to the District.   
 
AMENDED MOTION:  Commissioner Dan Gunkel moved to amend his motion to read 
that the District terminate electric service to the Yakama Nation at the Satus Pass 
feeder with 90 days’ notice, following a thorough investigation of the implications of 
such, and the legal process to do so.  Staff will report back to the Board on the results of 
this work prior to taking any action. The motion, as amended, passed.   
 
AGENDA ITEMS: 

 
A. Professional Services Consultant – MOTION was made by Commissioner Dan 

Gunkel to authorize the addition of ADCOMM Engineering Company to Klickitat 
PUD’s Professional Services Consultant roster for the 2015 and 2016 period. 
Motion carried.    
 

B. 2016 Operating Budget, 2nd Review / Set Public Hearing Date/Time for Budget 
Hearing – Jim Smith and John Janney presented the second draft of the 2016 
operating budget for the Board’s review and comments.  The final budget will be 
presented at the December 8, 2015 meeting for the Board’s consideration for 
adoption, following a public hearing.  
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MOTION was made by Commissioner Gunkel to set a hearing date for December 8, 
2015 at 3:00pm, for presentation and a public comment period on the 2016 
operating budget.   

 
RECESS:  President Mosbrucker recessed the meeting at 5:45pm.   
 
RECONVENE:  President Mosbrucker reconvened the.   

 
Electric Rate Hearings – President Mosbrucker opened the public rate hearing at 
6:00pm as advertised.  The hearing was held in the PUD meeting room, at 1313 S. 
Columbus Avenue, Goldendale, WA  
 
GUESTS:  Terese Clyne, Bambi Parry, Vickie Wright, Janet Town, Louise Brown, John 
Starr, and one other member of the public who did not sign the attendance sheet.   
 
PUBLIC COMMENTS:  

 Who is the PUD borrowing money from?   
o We sell bonds; we do not obtain loans from banks. When we do sell bonds, 

we try to make them available for purchase to our customers as well.   
 With rate increases our basic rate charge always goes up; why and what is that 

money used for?   
o The basic fee is intended to cover the costs of servicing an account and it 

also contributes to the fixed ownership cost of the electric system. Ownership 
costs consist of capital, maintenance and operations costs. However, the 
base fee does not currently reflect these costs.  Ownership costs are about 
half the cost to service our customers and power costs are the other half. 
Many utilities are moving up their base fee in order to more fully recover those 
costs.  We are choosing to move them along with the energy charge, as a flat 
fee does not take into account the fact there are large electric services, like a 
large house and small ones, like an apartment.  So, we are looking at rate 
design options that potentially shift costs from energy to a “facilities” charge 
that reflects the costs of operating the poles and wires to serve customers 
based on how large the services are or the demand of each particular service 
or a mechanism like that as different customers use different amounts of the 
system. 

 We pay the highest base rate of any utilities around us, like N. Wasco, Clark and 
Benton - they are well below what we pay.   
o That may be the case.  We do a rate requirement study to run the system and 

determine our revenue requirement.  That is different from rate design.  
Revenue determines how much money is needed to run the business, rate 
deign determines how that is allocated between rate classes and things like 
base fees or other charges.   

 How much more would I have to pay on top of my base fee with net metering? 
Does the system include all the power?  
o Roughly speaking about half your bill should be power and half you bill should 

be the cost of owning and operating the electric system. That would allow 
customers to choose to do net metering without transferring costs to other 
customers.   

 Personally I don’t think base rate should go up every time rates go up. We are a 
poverty community and people aren’t going to be able to afford it.   
o Thank you for your comment. 

 If I install solar, I’m not going to be paid when I generate over what I use, but 
what do you do with it? Does it cause more; again you have an over-supply? 
o We go out into the market and sell your generation as best we can.  But when 

solar isn’t generating power, we have to supply or buy power to serve you.  
There’s still a cost as we are acting like a back-up battery for you.  Yes it 
does.  Commissioner Knowles commented that the Board is trying to allow 
customers to be self-sufficient and we are in the process of creating policies 
for that; however the system bears the weight.  So we are trying to get into a 
position so you understand what the playing field is. 

 What does the PUD’s slogan mean – “Owned By Those It Serves?”  
o Commissioner Mosbrucker stated that we are a non-profit business.  As with 

his own businesses, it is important to set aside money for the times when 
things are going up or down.  As a non-profit, the PUD doesn’t have profits; 
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it’s owned by all of its customers who elect 3 board members to oversee the 
business.   

 But we as customers don’t have any share, right? 
o Commissioner Knowles stated that no, customers do not have any “stock 

certificates”.  But at the end of the day, you are owners and share the assets, 
the liability, and the benefits and costs of that ownership. Commissioner 
Gunkel presented some of the PUD history, noting that Klickitat PUD was 
formed by the people for the people in 1938.  The Board acknowledges that 
customers want all of the options available to them, i.e., wind, solar, water, 
etc. and we want the doors to be open for all options to our customers and we 
are working toward those goals.  Commissioner Mosbrucker stated that 
although customers spend money to install solar, he doesn’t believe that 
other customers who can’t afford to do so should be subsidizing the solar 
customers and paying for the infrastructure.   

 Some companies have low interest loans for customers who want to install solar. 
o Commissioner Knowles stated that we are talking about such a program.  In 

White Salmon there is a large development that might make a community 
based solar project viable.  We are trying to pursue these avenues. 
Commissioner Mosbrucker commented that the solar programs can change 
every year by legislation in Olympia and cautioned customers that when they 
invest money with the concept that they will get a percentage back for 
producing power, it may not be the same next year as legislation can and 
does change.  There are challenges for all of us; we are power users just like 
the rest of you.   

 Is the PUD in a consortium with Energy Northwest, and can you explain that 
relationship?  It used to be called WPPSS (whoops) – how are we related to 
that? 
o Commissioner Gunkel stated that back in the day the Washington Public 

Power Supply System (WPPSS) was a joint action agency created to allow 
utilities to do projects together that they wouldn’t be able to do on their own.  
The Packwood Lake Hydro Project was the first of such projects.  KPUD is a 
participant and get a small percentage of its output and rate payers bear the 
related cost.  The term “whoops” was coined as there were significant 
problems with the nuclear program that was undertaken at that time. Several 
nuclear projects were cancelled after money was spent.  The Columbia 
Generating Station at Hanford is the only project currently operating.  That 
plant is operated by Energy Northwest, which is the renamed WPPSS.  Today 
the plant is cost effective and very safe.  Energy Northwest has also built for 
its members several renewable projects, the most recent one being a 
conservation and demand response project to integrate renewable energy 
and help BPA manage its electric grid more effectively and reliably.  Energy 
Northwest is a large organization with a lot of history 

 Jim mentioned in his presentation that we are trying to reduce “our” debt.  The 
recent newspaper article refers to KPUD getting involved with China which would 
be a billion dollar project – where is that money coming from? 
o Commissioner Knowles stated that actually KPUD won’t incur any debt for the 

pumped storage project. What we are trying to do is facilitate a larger investor 
to bring this project to construction. KPUD never will spend that much money 
to build that project; it is beyond our capability. However, if this project were to 
move forward, there would be a huge impact on our County in terms of tax 
base and jobs.  How much value may flow directly to the PUD is not known at 
this time, but even if we were to make zero, net profits in the county would be 
huge; very significant.   
Commissioner Mosbrucker noted that we are working with county on this, as 
they have the same customers that we do.  You have elected this Board to 
represent you the best we know how.  If we’re not doing a good job, kick us 
out.   

 This is quite a different concept going on, so just curious of what the project is.  
o Commissioner Knowles reported that the pumped storage project is a closed 

loop system.  Water comes out of the Columbia River only once to fill the 
lower pond, and then the water is recycled within a closed system.  The 
project may not occur at all.   

 What are the obstacles or disadvantages for taking the Landfill Gas Project’s 
output to serve our load, rather than selling it to BPA?   
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o Jim Smith stated that one of the obstacles is that we may not be able to take 
the output to load due to our current contract with BPA thru 2028.  If we give 
up the power that we currently purchase from BPA and the markets change, 
that power from BPA can never come back to us to serve our load.  So that 
type of decision could hurt us in the long run, so we need to evaluate our 
options very carefully.  Saving money today could bring significant risk in the 
future.  
Commissioner Knowles added that it is an extremely complex business that 
we are in; and it is getting more so every year.  A diversification strategy was 
put in place in the mid-1990s and is has worked very well for a number of 
years. It was our intention to put the Landfill Gas output into the market to 
offset our costs.  Projects that immediately generate revenue are nice, but 
they don’t always.   

 How much of what we produce actually is used by local rate payers?   
o About 15% of all the projects; the rest comes from BPA.  Most of that power is 

from the McNary Hydro Fishway Project.  It has been designated to serve our 
load. 
Commissioner Knowles stated that the McNary project is primarily a fish 
project.  The survival rates through the revised system are much higher with 
the generation installed than it was prior.  It is definitely an environmental 
asset.   

 On a 5 year forecast you’re showing that we are going to be 1.8% upside down, 
is that right?   
o Not quite.  Our costs are forecast to increase about 1.8% per year, so 

revenue requirement goes up.  
 So why do you want to increase 3% January 1st and 3% in July?  You are 

forecasting that costs don’t change as much as your rate increase.   
o Generation revenue is going down due to the falling wholesale market prices.  

That’s going on right now.   
Commissioner Mosbrucker added that BPA raised rates 7% of which there’s 
not much we can do about that.   

 How long is our contract with BPA? 
o 2028. 

 Any chance of moving all Board meetings to the evenings instead of 2:00pm? 
o Commissioner Knowles noted that we have tried to hold meetings in the 

evenings before, however no one shows up.  As, it puts more hours of work 
on our salaried PUD staff we decided to move meetings to afternoons. 

 Maybe every other month hold it at night and announce it on our statements?   
o Commissioner Knowles reiterated that the Board has tried that approach but 

people haven’t attended previously so it was discontinued.  However we have 
discussed what it means when customers don’t show up at meetings and it is 
a concern.  If we do hold special meetings in the evenings, they are 
advertised in the local newspapers and on the PUD website at 
www.klickitatpud.com.   

 Does the PUD have blanket emails that people could sign up for to receive 
notices 
o Jim Smith stated that he believes that our Facebook page provides 

notifications when information is added to our website, and that he will ask 
staff to look into if there is more there we can do to keep you all informed. 

 
HEARING CLOSED:  President Mosbrucker thanked the guests for attending, and 
closed the public comment period at 7:40pm.   
 
REGULAR SESSION:  The Board of Commissioners went back into regular session 
and continued with the agenda items.   
 
RATE RECOMMENDATION:  Following discussion, Commissioner Gunkel noted that 
the General Manager’s recommendation of electric rate increases of 3% January 1, 
2016 and 3% July 1, 2016 is a prudent business recommendation.  Given the 
importance of retaining our A rating, Commissioners provided staff guidance to submit a 
proposal at the next Board meeting of a 3% electric rate increase to be effective 
January 1, 2016 and a 3% electric rate increase effective July 1, 2016 for their 
consideration at that time.   
 

http://www.klickitatpud.com/
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NSC ALUMINUM REAL ESTATE AND WATER FACILITIES OPTION AGREEMENT 
EXTENSION:  The Board discussed the expiry of the option agreement extensions and 
directed Commissioner Knowles and staff to take steps to prevent a triggering of the 
option payments if possible.   
 
McNARY HYDRO PROJECT:  Kevin Ricks provided the Commissioners with an update 
on the blade replacement at the McNary project, noting that a crane failure caused 
damage to the facility when lifting the runner from the facility. Fortunately, no one was 
injured. This could cause upwards of a 90-day delay, but work is still being conducted to 
determine the extent of the damage, the process, time frame and costs to repair the 
site. The insurance adjustor has acknowledged the incident and has given guidance to 
preserve evidence.  Purchasing replacement power will be our biggest cost. Kevin will 
keep the Board updated on the project.   

 
LANDFILL GAS PROJECT:  Commissioner Gunkel asked staff to seriously consider 
bringing the Landfill Gas output to load.  John Janney noted that conversations with 
BPA have started in this regard.  However we may not be able to make that happen 
until 2028.  It does not appear as though we can reduce Tier 1 power during our current 
contract period. Staff will be providing the Board with a high level position in this regard 
in December.   
 
ADJOURNMENT – There being no further business, the meeting adjourned at 8:00pm. 
 
 
 
 
________/s/________________ 
Ray A. Mosbrucker, President 
 
 
 
 
________/s/_________________ 
Randy L. Knowles, Vice President 
 
 
 
 
_______/s/__________________   ___________/s/________________ 
Dan G. Gunkel, Secretary    Kathy Loveland, Executive Assistant 
Date Approved: _12/08/2015_ 


