ORDINANCE NO. XXXX

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF DAVIS ADDING A NEW
ARTICLE 2.30 (AUTHORIZATION TO ESTABLISH A MUNICIPAL ELECTRIC
UTILITY) TO CHAPTER 2 (ADMINISTRATION) OF THE DAVIS MUNICIPAL CODE
TO ESTABLISH A MUNICIPAL UTILITY FOR ELECTRIC SERVICE

WHEREAS, Article Xl, section 9 of the California Constitution provides that a municipal
corporation may establish, purchase, and operate public works to furnish its inhabitants
with electricity; and

WHEREAS, Section 39732 of the California Government Code provides that a city's
legislative body may acquire, own, construct, maintain, and operate light, power, and heat
works among others; and

WHEREAS, the City desires to allow for the future establishment of a municipal electric
utility named Davis Power, which would be administered under the City of Davis Public
Works Department.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF DAVIS DOES HEREBY
ORDAIN AS FOLLOWS:

SECTION 1. The recitals above are true and correct and are hereby incorporated into
this Ordinance.

SECTION 2. Article 2.30 (Authorization to Establish a Municipal Electric Utility) is hereby
added to Chapter 2 (Administration) of the Davis Municipal Code to read as follows:

ARTICLE 2.30 Authorization to Establish a Municipal Electric Utility

2.30.010 Purpose.

2.30.020 Definitions.

2.30.030 Rules and regulations.
2.30.040 Authority.

2.30.050 Service areas.

2.30.060 Ownership of the electric utility system.
2.30.070 Risk management.

2.30.080 Rates and charges.

2.30.090 Regulatory compliance.
2.30.100 Reports to city council.
2.30.110 Davis Power operating fund.

2.30.010 Purpose.

The purpose of this article is to provide resilient, reliable, efficient, and cost-effective
electric service to portions of the city by authorizing and establishing the framework to
own and operate an electric utility to provide electric power generation, transmission, and
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distribution services to its electric utility customers through the public works department,
doing business as Davis Power. Neither the adoption of this article nor the designation of
any municipal electric utility service area shall, by itself, form Davis Power, obligate the
city to construct or acquire any facility, or obligate the city to provide electric service.

2.30.020 Definitions.
The definitions set forth in this article will govern the application and interpretation of this
article.

Public Works Department means the City of Davis Public Works Department.
Director means the director of the Public Works Department.

Electric utility system means the network of components owned and operated by Davis
Power to provide electric service to customers, including but not limited to generation,
transmission, and distribution infrastructure.

Power products means energy, renewable energy, clean power attributes, capacity,
resource adequacy, energy efficiency, demand response, energy load shaping, energy
storage, transmission, import capability, fuel related to energy purchases, ancillary
services in support of interconnected operations (as defined in the California Independent
System Operator Corporation, Fifth Replacement Electronic Tariff or its successor tariff),
and similar energy market products required to serve load and comply with regulatory
obligations.

Davis Power means the municipal electric utility created by this article.

Utility risk management policy means the policy approved by a resolution of the city
council under Section 2.30.070 of this code.

2.30.030 Rules and regulations.
The city council may by resolution approve rules and regulations governing the electric
utility; the electric utility service; and the tariffs, rates, fees, and charges.

2.30.040 Authority.
Pursuant to the rules and regulations approved by resolution of the city council, the city's
electric utility may:

(a) Acquire and/or generate electric power;

(b) Arrange for the transmission and distribution of such power;

(c) Construct, operate, and maintain equipment and facilities necessary to provide
electric services;

(d) Recover all costs associated with its investment in electric generation,
transmission and distribution facilities, operation and maintenance costs and all
other expenses related to the operation of the electric utility; and

(e) Bill for and collect electric fees, rates and charges related to the electric services
provided to its electric utility customers as it deems appropriate in the ordinary
course of business for the benefit of its citizens and electric utility customers.
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2.30.050 Service areas.
The service areas of the electric utility consist of areas situated within the boundaries of
the city and will be established by resolution of the city council.

2.30.060 Ownership of the electric utility system.
The electric utility system installed or operated by Davis Power will be the sole property
of the city.

2.30.070 Risk management.

(@) The director will submit a utility risk management policy to the city council for
approval.

(b) The risk management policy will be reviewed annually, or as directed by the city
council, and any proposed changes will be approved by resolution of the city council.

(c) The risk management policy will provide for appropriate reserves to mitigate
operational risks.

(d) All agreements for power products will contain appropriate risk management
provisions consistent with the risk management policy.

2.30.080 Rates and charges.

(a) Purpose of rates and charges. The purpose of the provisions of this article is to
establish a process for setting rates for Davis Power electric service that will
generate sufficient revenue to meet the anticipated expenditures and to generate
additional revenues to maintain adequate reserves as may be established by
resolution of the city council. Any rate increase for the express purpose of
increasing transfers to the general fund is prohibited.

(b) Establishment of electricity rates and charges.

(1) Rates and charges for Davis Power electric service will be established from
time to time by resolution of the city council.

(2) Rates and charges for Davis Power electric service may vary by electric
service area.

(3) Written notice of any proposed change in rates and charges for Davis Power
electric service will be provided as follows:

(A) Notice will be published in a newspaper of general circulation at least
fifteen (15) days in advance of city council consideration of such
increase.

(B) Notice will be sent directly to the customer with the customer's
regular electric service bill if a bill is due to be sent to the customer
between the time an increase is proposed and the increase is
scheduled to be considered by the city council.

(c) Payment for service.

(1) Any bill for Davis Power electric service not paid by the due date specified
in the bill will be deemed delinquent.

(2) If a bill for Davis Power electric service becomes delinquent, a late charge
in an amount set forth in the schedule of fees established by resolution of
the city council will be added to the bill. The late charge will be in addition
to any administrative charges imposed for reconnection of service in the
event of service shut-off due to non-payment.
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2.30.090 Regulatory compliance.

(@) The director or designee will submit, file, verify and sign, as applicable, all
documents including reports, plans and data required to comply with Davis
Power's regulatory requirements.

(b) Atleast once annually, the director will provide reports to the city council listing the
documents submitted to the various regulatory agencies since the last annual
report was issued. The report required in this section may be combined with the
reporting required in Section 2.30.100.

2.30.100 Reports to city council.

The director will submit informational reports to the city council at least once annually
summarizing the number of agreements and the total cost of those agreements during
the previous year. The annual report required in this section may be combined with the
annual reporting required under Section 2.30.090.

2.30.110 Davis Power operating fund.

(a) There is hereby created and established the "Davis Power Operating Fund."

(b) All monies derived from the operation of Davis Power, including but not limited to
revenues from sale and delivery of electricity, payments from other entities, and
any financing proceeds associated with Davis Power will be deposited in the Davis
Power Operating Fund.

(c) Monies in the Davis Power Operating Fund will only be expended for costs of
operating Davis Power, including but not limited to, energy procurement; on-going
capital improvements and maintenance of the electric utility system in the utility
service area; payment of required debt service; staffing and administration costs;
purchase of supplies, materials, and equipment attributable to or necessary for the
operation, improvement, and maintenance of the electric utility system in the utility
service area; and transfers to the general fund to compensate the city as permitted
by applicable law.

SECTION 3. The City Council finds that this Ordinance is not subject to the California
Environmental Quality Act (“CEQA”) pursuant to CEQA Guidelines Section 15061(b)(3)
because it is an organizational and enabling measure that does not authorize or commit
the city to any specific physical activity that may cause a direct or reasonably foreseeable
indirect physical change in the environment; any such activity, including formation of the
municipal electric utility and construction or acquisition of facilities, will be subject to
CEQA review before approval.

SECTION 4. If any section, subsection, sentence, clause, phrase, or portion of this
Ordinance is for any reason held to be invalid or unconstitutional by the final decision of
any court of competent jurisdiction, such decision shall not affect the validity of the
remaining portions of this Ordinance. The Council hereby declares that it would have
adopted this Ordinance and each section, subsection, sentence, clause, phrase, or
portion thereof, irrespective of the fact that any one or more portions be declared invalid
or unconstitutional.
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SECTION 5. The City Clerk shall certify to the adoption of this Ordinance, and the City
Clerk shall cause this Ordinance or a summary thereof to be published as required by
law.

SECTION 6. This Ordinance shall take effect and be in full force and effect thirty (30)
days from and after the date of its final passage and adoption.

INTRODUCED on the 6th day of October, 2026, and PASSED AND ADOPTED by the
City Council of the City of Davis on this 20th day of October, 2026, by the following vote:

AYES:
NOES:
Donna Neville
Mayor
ATTEST:

Zoe S. Mirabile, CMC
City Clerk
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