
Powering forward. Together.

Board Finance & Audit Committee Meeting and Special SMUD Board of 

Directors Meeting – Budget 2019 

Wednesday, November 7, 2018, scheduled to begin at 5:00 p.m.

Customer Service Center, Rubicon Room

Exhibit to Agenda Item #1a
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SMUD Overview

• SMUD 2019 Proposed Budget Overview, 

including Debt Service, Pay Schedule and 

Special Compensation

• Budget Resolution Provisions

• Corporate Services Business Unit 2019 Budget
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Organization Chart by Executive

Note: SMUD resources support 

Business Unit processes regardless 

of organization/functional affiliation.
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Business Units & Segments

The SMUD Budget is planned by Business Unit processes which in some cases differs from 

the organizational/functional reporting structure.
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Recommend Approval of:

• 2019 SMUD Budget

– 2019 Spending Authorization and Staffing Level

– Amendments to Public Good Charge funding level and 

Percentage Allocation

– Authority for rate stabilization fund transfers

– Provisions for adjusting budget authority

• Debt Management

– Declaration of Intent to Issue Debt

– Reimbursement of Capital Expenditures from Bond 

Proceeds

• Employee pay schedules as required by State law
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Budget Resolution

Budget Authorization

($ Millions)
2018

Budget

2018

Forecast

2019 

Proposed

$ Change 

vs Frcst

% Change 

vs Frcst

Commodities $435.1 $426.2 $448.1 $21.9 5.1%

SMUD Operating Expenses 545.7 540.2 571.7 31.5 5.8%

Public Good Expenses 55.0 56.5 61.3 4.8 8.5%

Capital 504.4 382.8 443.9 61.0 15.9%

Capital Reserve                               [1] 15.0 0.0 0.0 0.0 0.0%

Debt Service 181.1 164.0 186.1 22.1 13.5%

TOTAL Budget Authorization $1,736.3 $1,569.6 $1,711.0 $141.4 9.0%

Revenue (9.9) (10.6) (10.0) 0.7 6.3%

Net $1,726.4 $1,559.0 $1,701.1 $142.1 9.1%

[1]  Capital Reserve is planned in Corporate Services starting in 2019



November 7, 2018 7 Board Finance & Audit Committee Meeting and Special 

SMUD Board of Directors Meeting - Budget 2019

SMUD Public Good

($ Millions)
Customer/ 

Community

Energy 

Operations 
Total

Energy Efficiency $34.0 $0.8 $34.7

Residential Assistance 8.9 0.0 8.9

Renewables 2.7 0.0 2.7

Research & Development 0.0 14.9 14.9

Public Good Budget Authorization      [1] $45.7 $15.6 $61.3

Revenue 0.0 0.0 0.0

Rate Subsidy 0.0 0.0 32.6

Total Public Good                                [2] $45.7 $15.6 $93.9

[1] Public Good expenditures are included in SMUD O&M summary (this table is information only)

[2]  Specific information is provided within Customer/Community & Energy Operations Business Units
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Capital Investment

($ Millions)
2018

Budget

2018

Forecast

2019 

Proposed

$ Change 

vs Frcst

% Change 

vs Frcst

Customer/Community $3.3 $3.1 $4.5 $1.5 48%

EnergyDelivery                                 [1] 284.4 232.7 281.9 49.2 21%

Energy Operations                            [1] 13.2 10.8 11.4 0.6 5%

Internal Services                               [2] 88.2 84.8 54.1 (30.6) -36%

Technology 72.4 45.5 42.2 (3.3) -7%

Corporate Contingency 42.9 6.0 49.7 43.7 728%

Subtotal Capital $504.4 $382.8 $443.9 $61.0 16%

Reserve                                            [3] 15.0 0.0 0.0 0.0 0%

Capital Budget Authorization $519.4 $382.8 $443.9 $61.0 16%

Revenue                                                                                     [4] (0.5) (1.5) (0.7) 0.8 52%

Capital Net $518.9 $381.4 $443.2 $61.8 16%

[1] Includes projects that support the Integrated Resource Plan

[4] DOE Grant Reimbursement

[3] Capital Reserve is planned in Corporate Services starting in 2019

[2] Internal Services capital projects include $31M for Headquarters Rehabilitation in 2018
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Capital Portfolio

Forecast Authorization

2018 2019 [1] 2020 2021

Headquarters Rehabilitation $64.6 $31.1 $0.0 $0.0

Substations 65.5 67.0 60.3 14.2

Other Capital [3] 246.7 296.1 125.1 124.4

  Subtotal 376.8 394.2 185.3 138.6

Forecasted New Projects (est) 0.0 190.6 230.9

Contingency & Reserve [4] 6.0 49.7 55.7 49.7

Total $382.8 $443.9 $431.6 $419.1

[1]  Requested Board Authorization amount for 2019 spending.

[3]  Includes new projects described in the 2019 Budget Book as well as continuing capital

[4]  2019 Reserve identified activities: end-of-year project carryover, and capital contingency.

[2]  Provided for Board information as an estimate of the amount needed to complete projects started in 2019 or earlier. 2020-21 costs do not include amounts for 

projects starting after 2019.

Informational [2]
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Capital Contingency and Reserve

$49.7M Capital Contingency planned for:

• Annual Capital Reserve

• Inventory and Land Purchases

• System Enhancements for SD-14

• Additional Development projects
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Position Summary

Executive Hierarchy

Position Count

Full Time & Limited Term

2018

Full Time
[a]

2018 

Limited 

Term
[b]

2018 

Approved 

Positions
[a+b]

2019

Full Time
[c]

2019 

Limited 

Term
[d]

2019 

Positions 

Planned
[c+d]

Position 

Increase/ 

Decrease

CEO & General Manager 38 5 43 33 21 54 11

Chief Legal Officer 41 1 42 42 2 44 2

Chief Financial Officer 84 8 92 91 2 93 1

Chief Energy Delivery Officer 694 16 710 698 19 717 7

Chief Grid Strategy & Operations Officer 286 4 290 286 3 289 (1)

Chief Customer Officer 411 22 433 409 22 431 (2)

Chief Workforce Officer 365 15 380 369 15 384 4

Chief Information Officer 230 9 239 240 12 252 13

Full-Time 2,149     2,168  19

Limited Term 80 96 16

Part Time (20+ hours) 106 123 17

Casual (incl. Students) 85 92 7

SMUD Total 2,149 80 2,420   2,168 96 2,479 59
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Performance Metrics

Type
2018

Target

2018

Forecast 

2019

Target

Shift safety culture, improve safety 

results, and maintain positive financial 

performance

Leading Indicator

Employee-Supervisor Interactions

Incident Reports 3 days

Incident Investigations  5 days

[1]

[2]

95%

95%

95%

95%

95%

95%

95%

95%

95%
Days Away Restricted Time (DART) [3]

Annual average 1.5 1.1 1.4

Workers' Compensation

Average Workers' Compensation Cost 

per $100 payroll (Actuarial Basis) 

(Maintain positive financial performance 

of the workers’ compensation program.) 

$0.98 $0.65 $0.94

Public Safety [4]

Corrective actions implemented (to 

protect the public from injuries related to 

SMUD ops. or facilities.)

95% 95% 95%

Community Safety [5]

Investigate all identified responsible party 

electrical contacts             
100% 100% 100%

Follow-up with identified responsible 

party for all dig ins
100% 100% 100%

Conduct monthly public outreach and 

education on safety                
12 12 12

[1]

 

[2]

[3]

[4]

[5]

BOD

Metric

EXE

Strategic 

Direction

SD-6

Safety

TYPE:  BOD = Identified by Board of Directors in Strategic Direction as overall SMUD metric; EXE = Identified by Executive Management as overall 

SMUD metric

Employee-Supervisor Interactions Incident Reports excludes incident types where the date of injury may be difficult to ascertain. It measures the percentage 

of reports completed within the target date, which is normally set to 3 days, but may be extended due to extenuating circumstances.

Incident Investigations excludes incident types where the investigation may require coordination of outside parties or may have a high degree of complexity. 

It measures the percentage of investigations completed within the target date, which is normally set to 5 days, but may be extended due to extenuating 

circumstances.

2019 Target decrease reflects Board SD-6 target to reduce SMUD’s injury severity rate to 1.4 by 2020.

Public Safety metric reflects number of corrective actions implemented, divided by number of corrective actions identified or reported.

Expanding Community Safety focus with proactive public outreach and examining activities that put community safety at risk – 100% investigation/follow up of 

all identified responsible parties of electrical contacts and dig ins.
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Performance Metrics

Type
2018

Target

2018

Forecast 

2019

Target

BOD Customer Satisfaction Survey [6] 95% 95% 95%

BOD Value for What You Pay [7] 73% 72% 73%

New Service Cycle Time

Subdivision Bid Print 60 Days 45 Days 60 Days

Subdivision Construction 60 Days 45 Days 60 Days

Commercial Commitment 60 Days 45 Days 60 Days

Commercial Construction 60 Days 35 Days 60 Days

EXE

Supplier Education and Economic 

Development (SEED) - Percent of 

Contract Dollars

20% >20% 20%

Employee Engagement

Sustain Employee Engagement [8] >80% N/A >80%

[6]

[7]

[8]

TYPE:  BOD = Identified by Board of Directors in Strategic Direction as overall SMUD metric; EXE = Identified by Executive Management as overall 

SMUD metric

EXE

Strategic 

Direction

SD-5

Customer 

Relations

Metric

SD-13

Economic 

Development

BOD

SD-8

Employee

Relations

The Customer Satisfaction metric measures customers responding as very satisfied or satisfied with service received in the areas of New Connects, Billing 

Inquiries, Outbound Outage Communication, Tree Trimming, IVR One Payment and IVR Payment Arrangements. Supports Board target for overall customer 

satisfaction.

Board target is to reach 80% by the end of 2021, with neither the average commercial customer score fall below 69%, nor the average residential customer 

score fall below 65% in any year. The 2018 Forecast changed to 72% based on 2018 Q1-Q3 VFP actual performance coupled with historical Q4 VFP 

Updated to reflect change to bi-annual versus annual survey starting 2018 to align with standard best practices. 2017 Engagement Survey result was 88%. 

Next survey will be conducted in 2019. Employee Engagement metrics reflects percentage of employees classified as "fully engaged" and "key contributor" 

together, to exceed 80% as measured through bi-annual engagement survey.
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Performance Metrics

Type
2018

Target

2018

Forecast 

2019

Target

EXE
Distribution Maintenance Productivity
(Asset Mgmt O&M)

[10] ≥ 1 1 ≥ 1

EXE
O&M Cost to Supply Base-Load Energy, 

$/MWh
[11] $12.90 $12.38 $13.61

EXE SMUD O&M Cost per Customer [12] $855 $858 $896

BOD SMUD Availability of Generation Assets [13] 97.0% 97.2% 97.0%

BOD
Overall Availability of Transmission 

Assets

[14]
>99.99% 100% >99.99%

Distribution System Reliability [15]

Duration of Outages (SAIDI) [16]

SAIDI With Major Event 67.5 - 93.3 min No Major Events 67.5 - 93.3 min

SAIDI Excludes Major Event 49.7 - 68.7 min 50.4 min 49.7 - 68.7 min

Frequency of Outages (SAIFI) [16]

SAIFI With Major Event 0.99 - 1.33 No Major Events 0.99 - 1.33

SAIFI Excludes Major Event 
0.85 - 1.14 1.09 0.85 - 1.14

[10]

[11]

[12]

[13]

[14]

[15]

[16]

Distribution Maintenance Productivity is calculated by work complete divided by dollars spent.  Increased spend on vegetation management: achieved more 

routine trees versus plan and implemented LiDAR related vegetation management work.

Labor & expenses necessary to manage supply of energy (i.e. generation, transmission & commodity purchase); (excluding commodities, decommissioning 

and public good).  Metric reflected under both Energy Assets and Energy Operations because cost components come from both areas.

Includes Business Unit O&M Costs (excluding Public Good, Commodities and Legal Settlements).  The number of Customers is an average that reflects the 

fluctuation of SMUD's customer growth during the year.  The 2019 forecast is 638,161 customers.

Maintain high level of availability of generation assets (adjusted IEEE availability for peak load season Jun - Sep). Supports Board target for overall availability 

of transmission assets.

Supports Board target for overall availability of transmission assets.

Reliability metric is calculated with and without major storms based on Strategic Direction. 

2018 forecast is based on 2018 actuals through September 30 and 2013-2017 performance for October through December. No major events were 

recorded in 2018 actuals through September 30. In 2018, the projection for both SAIFI and SAIDI is to be within the Strategic Direction. This is due to the 

Reliability Action Plan implemented in late 2016 and executed throughout 2017.

BOD

Metric

TYPE:  BOD = Identified by Board of Directors in Strategic Direction as overall SMUD metric; EXE = Identified by Executive Management as overall 

SMUD metric

Strategic 

Direction

SD-2

Competitive 

Rates

SD-4

Reliability



November 7, 2018 15 Board Finance & Audit Committee Meeting and Special 

SMUD Board of Directors Meeting - Budget 2019

Performance Metrics

Type
2018

Target

2018

Forecast 

2019

Target

Competitive System Average Rates

Percent below Pacific Gas & Electric [17] 18.0% 33.4% 18.0%

Percent below each Customer Class
Meet 10% Goal 

in 11 of 11 rate 

classes

25.9-48.6% per 

rate class

Meet 10% Goal in 

11 of 11 rate 

classes

EXE Commodity $/MWh of Total Retail Load [18] $41.55 $40.53 $43.30

BOD Fixed Charge Ratio of at least 1.45 [19] 1.98 2.17 1.76

EXE Non-commodity O&M Actual vs. Budget [20] 100% 99% 100%

EXE Three-year Operational Planning Targets [21] Meet Target Meet Target Meet Target

EXE Net Debt per Customer [22] $2,850 $2,760 $3,000

[17]
[18]

[19]
[20]

[21]

[22]

Board SD-2 minimum target is 18% on a system average basis and 10% for each customer class. 2018 forecast is based on rate forecasts as of 

TYPE:  BOD = Identified by Board of Directors in Strategic Direction as overall SMUD metric; EXE = Identified by Executive Management as overall 

SMUD metric

Metric

BOD

Strategic 

Direction

SD-2

Competitive 

Rates

SD-3

Access to 

Credit Markets

Non-commodity O&M = Business Unit O&M excluding Public Good, Commodities and Legal Settlements.

Supports SD-3 Board metric for fixed charge ratio metric.  

Net Debt per Customer is one of the key financial metrics that rating agencies factor into their credit assessments.

Supports Board SD-3 metric for fixed charge ratio metric.  2018 Target was based on retail load of 10,472 GWh. The 2019 Target is based on forecasted 

retail load of 10,348 GWh.

Supports Board SD-3 fixed charge ratio of at least 1.50, updated in 2018. Develop annual budgets using a target cash coverage of all debt service payments 
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Performance Metrics

Type
2018

Target

2018

Forecast 

2019

Target

BOD Customer Load Demand [23] 100% 100% 100%

Energy Savings [24]

GWh Savings - Energy Efficiency 145 149(*) 161(*)

Renewable Energy to meet SMUD's Load

Renewable Portfolio Standards (RPS) [25] 29.0% 29.0% 31.0%

EXE
Carbon Reduction

(Tonnes of CO 2)
[26] 369,623 450,200 438,389

[23]

[24]

[25]

[26] Carbon Reduction Target for 2018 was reset to match updated SolarShares® actual contracts. For 2019, calculating the Carbon Reduction (tonnes of CO2) 

follows the current methodology and includes Energy Efficiency with Electrification and Low Income, SolarShares® GWh Production, Estimated Customer 

Installed Solar GWh Production and Greenergy®. Calculated as (GWh*1000*602)/2204. 602 lb/MWh is the new carbon factor for 2019 (632 was the carbon 

factor for 2018). Carbon Reduction methodology will be changing in 2020 based on updated IRP. The 2018 Forecast increased due to higher estimated 

GWh sale in Greenergy®. 

Customer Load Demand met through Use of Generation Resources and Purchased Power Portfolio. Target reflects Board Generation Resources and 

Purchase Power Portfolio Target.

Total energy savings goals are reflective of Board's 10-year energy efficiency goals. GWh savings for 2018 Forecast and 2019 Target include GWh for 

Electrification, Energy Efficiency Estimated Pilots, and Low Income of 3 GWh. 

SMUD will meet the 2018 target (29%; ~3,010 GWh) using forecasted 2018 generation (18.6%; ~1,940 GWh) and surplus renewable generation from 

previous years (10.4%; ~1,070 GWh). The 2019 RPS target is 31% (~3,250 GWh). The RPS statutes allow renewables procured above the compliance 

period targets to be carried over and applied in future compliance periods.

Strategic 

Direction

SD-4 

Reliability

SD-9

Resource  

Planning

SD-7

Enviromental

Protection

BOD

Metric

BOD

TYPE:  BOD = Identified by Board of Directors in Strategic Direction as overall SMUD metric; EXE = Identified by Executive Management as overall 

SMUD metric
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Budget Resolution

Provisions for Adjusting Budget Authority

• Provisions for adjusting Budget for weather 

(Hydro rate adjustment revenues; WAPA 

deliveries)

• Adjustments due to higher sales
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WAPA Generation and

Rate Stabilization Recommendations

• Dry Year: 380 GWh

• Average Year: 661 GWh

• Wet Year: 1,080 GWh

• Planned Generation for 2019: 661 GWh

• Withdraw 3.8¢ per kWh from Rate Stabilization 

Fund for below planned WAPA deliveries

• Deposit 3.8¢ per kWh to Rate Stabilization Fund 

for above planned WAPA deliveries
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Budget Resolution

Adjustments Due to Sales

• Budget based on retail sales of GWh

• Add 3.8¢ to the commodity budget line item for 

each kWh of sales in excess of 10,348 GWh to 

cover additional purchases
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Debt Management Requested Action and

Significant Assumptions

• Establish additional bonding authority: Declare 

Intent to Issue Debt - $400 million

• Declaration of intent to utilize bond proceeds to 

reimburse or fund construction of:

– 2018 capital expenditures, not previously financed

– 2019 capital expenditures

• Unrestricted cash balance expected in December 

2019: $394 million, or 140 days cash on hand

• Staff generally plans to issue new debt when the 

number of days cash on hand is 130 days
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Debt Service

Summary
($000s)

2018

Budget

2018

Forecast

2019

Proposed

$ Change 

vs Frcst

% Change 

vs Frcst

Interest Expense                      [1] $95,198 $93,207 $103,208 $10,001 11%

Principal Repayments 90,920 76,300 87,425 11,125 15%

Trustee & Rating Agency Fees 250 243 270 27 11%

Bond Issuance Costs 1,120 600 1,493 893 149%

Total Debt Service $187,488 $170,350 $192,397 $22,046 13%

Allocated to JPAs (6,389) (6,389) (6,314) 75 -1%

NET DEBT SERVICE $181,099 $163,962 $186,083 $22,121 13%

[1] Build America Bonds are shown gross of the rebate of $9.2 million expected in 2019. The budget authorization is requested gross of the rebate.  

Includes net debt related swap payments and interest on long-term, variable rate, and subordinated debt. Assumes an interest rate of 2.66% (incl. all 

related fees & swaps) on avg. commercial paper balance of $288.75 million.
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Pay Schedule and Special Compensation 

Requested Action

• Adopt pay schedule and special compensation 

items for employees pursuant to California 

Code of Regulations, Title 2, sections 570.5 

and 571 (b)
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Budget Methodology

• Planning categories – costs presented based on 
the allocation of use
• Keeping the Lights On

• Optimization and Operational Excellence

• Risk Mitigation

• Embracing the Future

• Board-approved Budget reflects consolidation 
with JPAs and allocated funds to align with 
accounting methodology and presentation

• No difference in dollar amounts shown between 
the two presentations



Corporate

2019 Proposed Budget & Initiatives
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CEO & GM, Chief Financial Officer & Chief Legal Officer 

Organizations

Note: SMUD resources support 

Business Unit processes regardless 

of organization/functional affiliation.
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Corporate Services

Segments and Work Processes

Governance Strategic & Finance
Legal & Government 

Affairs
Enterprise Affairs

Executive Management
Planning, Pricing & 

Enterprise Performance
Reliability Compliance

Community Energy 

Services

Board Coordination
Load Research & 

Forecasting
Corporate Legal Performance Plan Program

Audit Services
Treasury Operations

& Risk Management

Legislative, Regulatory

& Government Relations
Corporate Contingency

Corporate Accounting
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2019 Proposed Budget by Theme*
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Keeping the Lights On

Á Maintain/Improve SMUD’s Financial Health

Á Greater focus on variability and areas of uncertainty

Á Understand the rating agencies’ new methodology and potential 

impact

(SD-2, 3)

Á Preparation for NERC/WECC Audit (SD-4)
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Optimization and Operational Excellence

Á Adapt and optimize processes as technologies change

Á Remittance processing, employee travel

(SD-2, 3)

Á Maintain a robust Records Management program (SD-16)
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Risk Mitigation

Á Implement new Energy Trading and Risk Management tool to optimize 

the commodity portfolio, especially focusing on cost reduction 

concurrent with risk mitigation

(SD-2, 3, 17)

Á Continue to look to reduce cost of wildfire liability through holistic 

approach

(SD-2, 3, 17)

Á Local Hazard Mitigation Plan (SD-17)
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Embracing the Future

Á Rate restructuring for equitable cost collection between adopters and 

non-adopters that optimizes investments

(SD-2)

Á Continue to expand on new revenue opportunities

Á Strategic development/licensing of intellectual property

Á Community Energy Services 

Á Monetizing the DER strategy

(SD-19)
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Corporate Services

2019 Proposed Budget
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O&M Capital

$
M

Keeping the Lights On Optimization/Operational Excellence

Risk Mitigation Embracing the Future

Allocated Costs

$63.0 $78.0$60.2

$42.9 $49.7$6.0


