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From the Executive Director 
To the honorable members of Desert Community Energy: City of Palm Springs and City of Palm Desert 

June 27, 2023 

When I’m asked about Desert Community Energy and its impact on the community, one of the first words that comes to mind 
is “choice.” DCE gives those who pay for electricity in Palm Springs, for the very first time, a choice in who procures their electricity 
and a choice in what type of electricity they want powering their home or business. I think about the choices that were made by 
your colleagues at the Coachella Valley Association of Governments to explore these options and to bring such a bold, forward-
thinking program to the Coachella Valley. And the choice by your Board predecessors to launch service in the City of Palm 
Springs in 2020, even amid a worldwide pandemic that was changing every aspect of daily life. 

These choices, and the choices that you as Board members make in the months and years ahead, have almost immeasurable 
impacts on ensuring we have a sustainable future. You would be hard pressed to find a single choice that has made such a big 
difference in the Coachella Valley. DCE is now entering its fourth year of serving the City of Palm Springs. We’re serving nearly 
85 percent of the City’s electric customers and data shows that it is helping the City achieve greenhouse gas emission reductions 
at a faster-than-expected pace. Think about this: In the first full year of operations alone, DCE's rollout had the same greenhouse 
gas reduction equivalent as replacing almost 23,000 gasoline-fueled cars in the city with bikes, all while giving customers a 
choice in their electricity service. 

The budget itself, presented here for your review and approval, reflects the choices that the Board has made and lays the 
groundwork for achieving cost-conscious and customer-conscious milestones and objectives moving forward. 

The budget also builds on what we’ve accomplished to date. By serving the City of Palm Springs residents and businesses with 
100% Carbon Free electricity, we’ve been critical to Palm Springs exceeding the State of California’s ambitious 2020 goals to 
reduce GHG emissions and help fight climate change. In the last year alone, we demonstrated financial stability by paying off all 
short-term debts and the line of credit. And we’re looking ahead by approving a 15-year agreement for Cape Generating Station 
1 LLC Geothermal Project as part of DCE’s Mid-term Reliability Procurement. At the same time, we know we can’t operate in a 
vacuum. DCE this year adopted its first legislative platform, and our presence on the statewide advocacy stage, including with 
the California Public Utilities Commission, continues to grow. We also are working to establish innovative new programs, 
including a customer recognition program for Palm Springs’ business community that we hope to launch this coming fiscal 
year. 

Most importantly, we’re mindful of the customers’ bottom lines. DCE’s Desert Saver product remains the lowest-cost electricity 
option for Palm Springs. You will find that most of our social media and community outreach focuses on how to save money. 
We’ve also partnered with OhmConnect to offer a smart plug and thermostat program to help residents be aware of their energy 
use and find ways to be more efficient. 

It takes a hardworking and professional staff to achieve these milestones and the objectives that are outlined in the budget. I’m 
incredibly proud of their dedication to implementing programs that the Board adopts and prioritizes. Our commitment to 
excellence is also reflected in our commitment to transparency, including this year’s revamped budget to provide both the Board 
and the public with a more engaging and user-friendly document. 

As we look ahead, I look forward to working with you to increase DCE’s impact on a more sustainable Coachella Valley. 

 

 

Tom Kirk 
Executive Director 
Desert Community Energy
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About Desert Community Energy 
Desert Community Energy (DCE) is a California joint powers authority (JPA) formed to offer a Community Choice Aggregation 
(CCA) program in the desert region of Riverside County. DCE was established in October 2017 to meet member agencies’ 
environmental and economic goals including competitive electric rates, greenhouse gas reductions, local control, and local 
economic benefits. The original JPA was formed among the cities of Palm Springs, Cathedral City, and Palm Desert. However, 
the City of Cathedral City withdrew from DCE effective July 1, 2021. While DCE formed in 2017, it only began serving load on 
April 1, 2020, for one of its member agencies, the City of Palm Springs. The next possible launch date for the City of Palm Desert 
is 2025. 

DCE is governed by a Board of Directors (Board), consisting of one director appointed by each of the members of the JPA. 
Directors are elected officials or senior staff of the appointing member. Each JPA member may also appoint an alternate to 
serve in the absence of its Director. All Board meetings are conducted in accordance with the provisions of the Ralph M. Brown 
Act.  

The Board has established policies that ensure the financial health of the agency including an Energy Risk Management Policy 
and Financial Reserve Policy. The Board follows a fiscally conservative course with a near-term emphasis on building financial 
reserves. DCE targets, during the initial years of operation, to fund financial reserves with the following objectives: 

• Establish long-term business sustainability. 
• Build collateral for power procurement activities. 
• Establish an investment grade credit rating. 
• Develop a source of funds for investment in generation and other local programs. 
• Stabilize rates and dampen year-to-year variability in procurement costs. 

Pursuant to an Implementation and Management Services Agreement first approved in 2017 and extended for a further five 
years in 2022, DCE has contracted with Coachella Valley Association of Governments (CVAG) to provide administrative and 
staffing services. Staff support includes meeting coordination, support to the board, oversight of consultants, and coordination 
of CCA implementation. Additionally, CVAG staff provide administrative support and accounting services including preparation 
of the budget, oversight of the annual audit, and management of the various DCE funds. Of the CVAG employees providing 
support for the CCA program, each only spend part of their time on the CCA program. DCE reimburses CVAG for all staff time 
incurred as well as non-employee costs incurred by CVAG while performing the services, such as supplies, legal services, 
consultant services and equipment. 

As noted above, DCE began serving load in April 2020 for one of its member agencies, the City of Palm Springs. Through DCE, 
customers within the service area can take advantage of opportunities granted by Assembly Bill 117, the Community Choice 
Aggregation Law. DCE implements sustainable energy initiatives that reduce energy demand, increase energy efficiency, and 
advance the use of clean, efficient, and renewable resources available in the region. DCE’s primary objectives in implementing 
programs are to provide overall rates that are lower or competitive with those offered by Southern California Edison (SCE) for 
similar power supplies, to supply an energy portfolio that prioritizes the reduction of greenhouse gas emissions and the use of 
local renewable resources, including existing facilities, to the maximum extent technically and economically feasible, and to 
establish local control. The prospective benefits to local consumers include the ability to reduce energy costs; improve the local 
and regional economy; stabilize electric rates; increase local electric generation reliability; influence which technologies are used 
to meet local electricity needs (including a planned increased use of renewable energy); and to ensure effective planning and 
development of sufficient resources and energy infrastructure to serve DCE residents and businesses. 

The California Public Utilities Code provides the relevant legal authority for DCE to serve as a CCA and invests the California 
Public Utilities Commission (CPUC) with regulatory oversight of DCE. DCE’s Implementation Plan was certified by the CPUC in 
March 2018. DCE is also registered with SCE and works closely with SCE on CCA program implementation. 

In addition to staffing provided by CVAG as discussed above, DCE is supported by a solid team of contractors with expertise in 
the energy industry and CCA operations. This team helps DCE navigate the volatile energy markets and increasingly complicated 
regulatory environment that have marked the period since DCE’s 2020 launch and are expected to continue. 
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Budget Overview 
By the end of June of each year, DCE staff prepares a detailed forthcoming fiscal year budget for Board review and approval. 
DCE's FY2023/24 budget, covering the period from July 1, 2023, through June 30, 2024, pertains to DCE's fourth full year of 
operation for its electricity customers in the City of Palm Springs. The budget process was previewed at the DCE Board's May 
2023 meeting. The June 2023 Board meeting provides an opportunity for further budget questions and comments and for the 
Board to consider budget approval as prescribed by the DCE Joint Powers Agreement.  

The proposed budget includes the current expected business outcome for FY2022/23 using ten months of actuals through April 
2023 and estimates for May and June 2023. Future business uncertainties remain, however, including longer-term residual 
economic impacts from the COVID-19 pandemic, the Western United States' generally favorable hydro conditions, climate 
change impacts, load variability, power market price volatility, and integration/performance of power purchase agreements. In 
addition to these factors, Southern California Edison's (SCE) retail rates and the Power Charge Indifference Adjustment (PCIA, 
or exit fee) were adjusted effective January 1, 2023, March 1, 2023, and June 1, 2023, and further rate revisions and regulatory 
actions will likely occur. In response to these recent SCE changes, DCE adjusted its retail rates effective January 1, 2023, and a 
subsequent adjustment becomes effective July 1, 2023. These DCE rate adjustments were developed and implemented 
pursuant to DCE's Rate Stabilization Schedule (RSS) and conform to Board policies and guidelines. 

It is important to note the proposed budget is a planning document, and staff will continue to coordinate with The Energy 
Authority (TEA) to update power supply costs, retail sales receipts, climate impacts, regulatory mandates, and other factors 
throughout the year as actual revenues/expenses occur. 

Budget Assumptions 
DCE’s FY2023/24 budget assumptions include: 

1. Full accrual accounting practices are implemented in line with US GAAP for enterprise-type funds so costs/revenues often differ 
from cash on hand. 

2. Palm Springs is the only city where DCE is actively serving CCA customers. 
3. Projected loads, resources, revenues, and costs will utilize TEA's June 7, 2023, financial model output (FiMo), and derived 

revenues will include DCE's July 1, 2023, rate adjustment. DCE financial staff provide DCE internal cost forecasts. 
4. An opt-out rate of about 16 percent (those customers remaining with SCE bundled service) and an opt-down rate of about 11 

percent (those DCE customers that choose Desert Saver as opposed to the 100% Carbon Free default product). 
5. Board-approved rate-setting objectives. The residential Desert Saver customer bill, on average, is to be about 0–1.0% less than 

SCE's bundled base customer bill and meets full California Renewables Portfolio Standard compliance. DCE's 100% Carbon Free 
residential product is priced, on average, not to exceed a 14% total bill premium when compared with SCE's bundled base 
product for customers enrolled in DCE's largest residential rate class, "Domestic." 

6. Continued rate Carbon Free subsidy suspension to customers enrolled in low-income assistance programs; these customers, 
representing about 16% of DCE's total customer base, are enrolled in the Desert Saver product. 

7. Rates are sufficient to recover wholesale supply costs, yield a positive net margin, build cash reserves, and meet applicable loan 
terms, conditions, and financial covenants. 

8. TEA will continue to provide credit support functions to DCE during FY2023/24 with a goal to reevaluate this function throughout 
the upcoming fiscal year and moving into the FY2024/25 budget. 

9. Non-energy FY2023/24 operating costs will be estimated with escalation between 3–15% on a budget-line level to reflect 
budgetary conservatism in an inflation-prone market. For FY2024/25 and FY2025/26 notional estimates, a 4.5% annual 
escalation rate was applied. 

10. Cost allocation and rate setting is based on cost recovery, fairness, and equity. 
11. DCE meets regulatory, legislative, and operating requirements. 
12. DCE continues collaborating with CalCCA, other CCAs, and public power groups. 
13. DCE maintains necessary and adequate internal staffing and continues the contract support relationship with the Coachella 

Valley Association of Governments (CVAG). 
14. DCE will monitor and adjust forecast retail loads, revenues, and costs based on actual experience and revise expectations 

accordingly throughout the forthcoming year. 
15. DCE follows adopted Board policies and objectives. 
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Prior Year Budget to Actuals and New Proposed Budget 
The tables that follow summarize DCE’s expenses and revenues for the current fiscal year ending June 30, 2023, and provide 
DCE's budget projections for FY2023/22024. Additional forecast outcomes for FY2024/25 and FY2025/26 are also provided 
based on current market and business expectations. 

Table 1 presents a comparison between the estimated actual results for the end of FY2022/23 compared to DCE’s originally 
adopted FY2022/23 budget. This comparison is based on 10 months of actual FY2022/23 cost data, plus a projection of the 
last two months as provided by TEA. For DCE/CVAG Staff and Operations Support, the data was provided by DCE staff and 
includes ten months of actual expenditures with estimated amounts for the remaining two months of the fiscal year. These 
estimated amounts may therefore differ somewhat from year-end actual results.  

Customer loads were below forecast for the FY2022/23 budget period and DCE has been calibrating its model accordingly. 
FY2022/23 revenues are below budget projections by 4.9%, primarily reflecting DCE's actual retail loads coming in about 8.4% 
below budget forecast. Even with the reduced loads, power supply costs were almost 2% above forecast costs.  

Given DCE's improving financial reserves position, a nominal amount was budgeted for Interest Expense as compared to 
FY2022/23 which saw DCE utilize the River City Bank revolving credit facility for working capital needs. Projected FY2023/24 
revenues are expected to increase approximately 16% versus FY2022/23 actuals reflecting rate adjustments necessary to track 
supply costs, SCE rate changes, and to build reserves in line with DCE's Financial Reserves Policy.  

Projected FY2023/24 Total Power and Operating Costs are expected to increase approximately 5.8% versus FY2022/23, 
reflecting ongoing power market price pressure, the full impact of which is tempered by DCE's wholesale supply hedging 
activities. 

With regard to year-over-year cost escalation, aggregated non-power supply operating costs are up about 19% for the coming 
budget year. This is a result of many factors including inflation and also an increased budgeted amount for DCE programs such 
as supporting lower-income customers on weatherization as well as increased consultant and staff costs for these programs.  

DCE is staffed by CVAG under an existing staffing agreement, and beginning July 1, 2023, CVAG will implement a Classification 
and Total Compensation adjustment which affects some of the CVAG positions providing staffing for DCE. In addition, CVAG is 
acquiring a new Enterprise Resource Planning (ERP) system, which DCE will be able to benefit from and utilize as well.  

Table 1: DCE Prior Year Budget to Actuals and FY2023/24 Proposed Budget 
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Because DCE operates in an increasingly complex market and regulatory environment, staff and consulting expertise are 
continuously required to manage business operations adequately. These extra efforts are primarily reflected in DCE/CVAG Staff 
and Operations Support and Contract and Other Labor depicted in Lines 10 and 11 of Table 2.  

Since its inception, DCE has depended on several external consultants and will continue to rely on the expertise of TEA, Don 
Dame, Calpine, and other consultants. However, in line with original organization strategies, as more internal expertise is 
acquired, DCE staff will assimilate more of the work effort and reduce the use of consultants accordingly. Additional staff effort 
is required to address increasing operating and regulatory complexities engendered by climate change and the transition from 
carbon-based electricity production.  

Thus, DCE's regulatory, customer service, business policy, and programming needs continue to grow, and responding to those 
needs, at least in part with internal staff, will provide organizational benefits. Ongoing synergies are also expected to be achieved 
via the utilization of CVAG's expertise and capabilities. 

When DCE was established, there were plans for three active CCAs. This led prior budgets to reference cost allocations meant 
to accommodate the three active CCAs compared to DCE general operations. As the City of Palm Springs remains the only 
active CCA with no planned launch date for any other CCAs, no cost allocations are being utilized. 

High-Level Budget Overview 
The following pie chart provides a high-level budget overview for FY2023/24: 

The blue area represents total physical power supply costs of approximately $47.8 million, which comprise about 94% of DCE’s 
total operating costs. The red area represents DCE’s wholesale vendor services charges from TEA, Calpine and SCE attributable 
to Palm Springs CCA. The yellow slice shows the budget portion of DCE’s internal charges attributable to Palm Springs' CCA 
operations (including CVAG services and facilities utilization) of approximately $1.5 million. The green slice shows projected 
accrual net margins which may be available for reserves (see Chart 2). 

Chart 1: FY2023/24 Accrual Budget. 
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Budget Summary Detail 
Table 2 shows the FY2023/24 budget summary:  

Table 2, Lines 2–7 show revenues and costs associated with PS CCA, as taken from the TEA financial model (FiMo). Lines 10–
18 show projected DCE non-power supply operating costs and are developed using DCE financial input, staffing, and related 
projections. These costs include TEA and Calpine services, TEA credit fee, SCE billing charges, and programs that benefit DCE 
customers.  

FY2023/24 total power and operating costs of $51,206,753 are approximately 5.8% above FY2022/23 actuals, reflecting 
generally higher power market conditions, residual COVID-19 load shifts, climate impacts, and international energy market 
turmoil. Total FY2023/24 projected revenue of $71,457,376 reflects recent and scheduled rate adjustments necessary to recover 
costs, respond to SCE rate actions, and contribute to Board adopted reserve accumulation goals. 

It is important to note the FY2023/24 budget results are accrual based, and actual revenues and available cash reserves 
fluctuate accordingly and differ from cash-on-hand. Actual revenue receipts can lag sales by as much as two months and are 
estimated to be in the $12 million range at the end of the current fiscal year. Line 21 in Table 2 shows an estimated FY2023/24 
net amount available for reserves around $20 million; however, after adjusting for revenue lag amount, actual cash on hand at 
the end of FY2023/24 is estimated to be closer to $22–24 million, including end of FY2022/23 cash reserve balance.  

  

Table 2: FY2023/24 Budget Summary Detail 
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Projected Cumulative Reserves 
Chart 2 shows DCE's estimated accrued margins attained during the prior fiscal year and projected for FY2023/24, FY2024/25, 
and FY2025/26.  

During DCE's early operational history, it experienced negative margins, primarily due to increasing power supply costs and 
revenue lag, which were tempered by utilizing credit arrangements with River City Bank as guaranteed by the City of Palm 
Springs, and invoicing support from TEA.  

Commencing toward the end of FY2022/23 and continuing into FY2023/24, DCE is projected to begin accumulating positive 
cash reserves which may reach reserve policy target levels over the next twelve months, adding to DCE's financial health and 
stability and reaching an important benchmark for its journey to attain an investment quality credit rating.  

DCE staff held conversations with TEA regarding the credit support function TEA currently provides on behalf of DCE. While DCE 
is projected to accumulate additional reserves by the end of FY2023/24, it is unlikely for DCE to be in a financial position to begin 
entering directly into credit agreements prior to FY2024/25, at the earliest; therefore, to maintain a conservative approach, DCE 
staff is assuming ongoing credit support from TEA during FY2023/24. 

Fiscal Analysis 
The costs and revenues for DCE are outlined in the above and attached budget tables. The proposed budget incorporates 
multiple assumptions regarding CCA program participation, retail loads, wholesale supply cost, and residual economic impacts 
from the COVID-19 pandemic.  

Recent and prospective regulatory actions include the potential imposition of a substantial increase to DCE's (and other CCAs') 
Financial Security Requirement (FSR), which could be in the $5 million range. DCE staff is currently assessing the most prudent 
manner to provide these additional depository funds, and the DCE budget may be impacted accordingly. DCE also has cost 
exposure related to potential Resource Adequacy (RA) regulatory actions, which could increase material costs during FY2023/24 
and beyond.  

Additionally, SCE will likely submit additional rate changes over the period covered by this budget. DCE staff will actively monitor 
and report to the Board events which may materially alter expected budget results and, as warranted, bring back to the Board 
any proposed budget revisions deemed prudent and necessary to maintain DCE Board policies and objectives. 

  

Chart 2: Residual Margin and Reserves 
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Proposed Budget 
Table 3 includes DCE's internal costs and expenses, which are displayed in greater detail in Table 4. Also, note the budget is 
constructed using projected revenues and costs as accrued and that reserve accumulation and actual cash on hand may differ 
substantially given revenue receipts which can lag actual power sales by up to two months. 

  

Table 3: FY2022/23 Total Budget and Projected Year-End Actuals; FY2023/24 Proposed Budget by Month; and Projected FY2024/25 and FY2025/26 
Budget Totals. 
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Internal Budget Costs 
  

Table 4: DCE Internal Budget Costs (FY2022/23 Total Budget and Projected Year-End Actuals; FY2023/24 Proposed Budget by Month; and Projected 
FY2024/25 and FY2025/26 Budget Totals). 
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