CITY OF TORRANCE
INTEROFFICE COMMUNICATION

DATE: November 19, 2012

TO: Mayor and Members of City Council
FROM: Mary K. Giordano, Assistant City Manager

SUBJECT: Additional Information regarding the Council Meeting of November 20, 2012

Attached are responses to questions regarding Council Agenda Items 12A and 12B on
the November 20" Council agenda.
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COUNCIL ITEM 12A - Fire Department
APPROVE CURRENT SYSTEM FOR DISPLAYING THE UNITED STATES OF AMERICA

FLAG ON FIRE APPARATUS.

Q. Is the recommendation that there be no change in the policy that effectively
is in place today? (Council Member Cliff Numark)

A. Yes, the recommendation on ltem 12A is that there be no change in the policy
that is effectively in place today. (Fire Chief William Racowschi)

Q. If the flag were to be displayed daily year-round, where on apparatus would

a flag be placed, given the constraints regarding the right bumper?
(Council Member Cliff Numark)

A. If directed to fly the flag daily, the current system / placement would be used -
the flags are mounted on top deck behind the cab of the front-line fire engines

and trucks as shown in Attachment A of the agenda item.
(Fire Chief William Racowschi)

Q. Do other municipalities use large and small decals, as mentioned in the
alternatives section of the item? (Council Member Cliff Numark)

A. With regards to the question “do other municipalities use large and small decals,
as mentioned in the alternatives section of the item,” the Department did not
specifically survey agencies for U.S. flag decals. Manhattan Beach has the 9-11
tribute decals, no other agency indicated they had. (Fire Chief William Racowschi)
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COUNCIL ITEM 12B — City Manager’s Office

AUTHORIZE EXECUTION OF A LICENSE AGREEMENT FOR CONSTRUCTION AND
OPERATION OF A NATURAL GAS FUELING FACILITY WITHIN TORRANCE CITY
YARD LOCATED AT 20500 MADRONA AVENUE.

Q.

Did the City investigate contracting directly with Southern California Gas

Company for the installation of a natural gas fueling station?
(Council Member Cliff Numark)

The City will be contracting directly and charged directly for the natural gas used
at the facility. In speaking with the Gas Company, there are no special discounts
for use and or volume there is a tariff G-NGV for use by natural gas vehicles, that
is the rate we will be billed at. (Brian Sunshine, Assistant to the City Manager)

The data presented on page 1 of the item indicates that we received better
terms once we contracted with Clean Energy. However, a better mark
would be to compare the cost with the rate the Gas company charged
during that time. As a consumer, on 7/25 | paid $2.70 per GGE at the Clean
Energy Station in Torrance. On 7/30, | paid $2.00 per GGE at the SoCal Gas
station in Downey. These statistics are consistent month over month and
are fully loaded - with applicable excise, sales and/or use taxes - which are
not articulated in the item? (Council Member Cliff Numark)

The consumer rate charged is based on the retail rate at that particular station.
The City pays the compression fee plus the cost of the natural gas at the rate
being charged that day. (Brian Sunshine, Assistant to the City Manager)

First, natural gas prices recently have tumbled - and | am concerned that
the prices that are set in the item may not in fact be a good deal for the
City, given these trends. Rather than set the prices as noted in the
contract, is it possible to base the price in some way, shape or form on the
prices that SoCal Gas pays, with an appropriate markup for the service,
support, etc. of Clean Energy? This would allow us to ensure we receive
appropriate savings as market prices decline. Of course, it also could lead
to higher prices if the market turns (but that contradicts much of the
literature today). (Council Member Cliff Numark)

The cost of the natural gas is not set in the item, only the compression fee which
declines with use. The price of the natural gas is set by the tariff rate and will

fluctuate based on spot pricing through the Gas Company.
(Brian Sunshine, Assistant to the City Manager)
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COUNCIL ITEM 12B - City Manager’s Office (contd.)

Q.

Also, is it clear - because it wasn't to me when reading the contract - that
the 4 million GGE is cumulative? So it is true that for every GGE consumed
after 4 million, we pay $.33 per GGE? Because the contract is for a 10 year
term, with 5 automatic 5 year extensions, then in 35 years, the City will still
be paying $.33 per GGE (adjusted for CPl and excise, sales and/or use
taxes)? (Council Member Cliff Numark)

That is correct, the base amount after the initial 4 million gallons is set for long

term maintenance and repair of the facility.
(Brian Sunshine, Assistant to the City Manager)

Next, did the City investigate other sources, such as SoCal Gas, and
examine what other similar agencies have done? For example, the South
Coast Air Quality Management District has a refueling station on its
property - for its fleet and open to the public - and its prices are lower than
Clean Energy but higher than SoCal Gas. What did they do to install
natural gas fueling station? (Council Member Cliff Numark)

We did not investigate other sources; again, the City is contracting directly with
the Gas Company for the gas that will be used. The City will pay the
compression fee and cost of electricity to Clean Energy; the electric cost is paid

with no load or mark up to Clean Energy.
(Brian Sunshine, Assistant to the City Manager)

What are the implications of having the refueling station at the City yard.
Will the public refueling station still be open? (Council Member Cliff Numark)

Yes, the public station will remain open. (Brian Sunshine, Assistant to the City Manager)

The item mentions that the City will pay the same amount at any Clean
Energy station in "the area". Where is this referenced in the contract?
What is the "area"? How will this work - through a gas card from Clean
Energy? Is the City prepared to audit this to ensure that we are not
overcharged? (Council Member Cliff Numark)

The City will pay using the clean energy card and will audit to make sure we are
not overcharged. | do need to clarify the rate, it is if our station is inoperable, the
language is provided in section 2.3.3 of the agreement: If the Fueling Station is
unable to dispense CNG, the City shall be entitled to obtain fuel from any
public access station through which CE retails fuel, including but not
limited to the CE public CNG stations at LAX, Carson or Long Beach, and
the City will be charged the per GGE rate listed in Exhibit 1ll until the

Fueling Station is capable of dispensing fuel.
(Brian Sunshine, Assistant to the City Manager)
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COUNCIL ITEM 12B - City Manager’s Office (contd.)

Q.

Finally, as noted above, the item does not specify what the excise, sales
and/or use taxes are. So that we can get a better termination of the total

unit costs the city will pay, can these please be specified?
(Council Member Cliff Numark)

This breakdown was provided by Clean Energy. Federal Excise Tax (FET)
and California Fuel Use Tax (CFUT) will be included in monthly invoices unless
evidence of FET exemption and/or the reduced CFUT rate is provided to CE.
Public transit agencies and municipalities are eligible for exemption from FET
and public transit agencies are eligible for a reduced CFUT rate of $0.01 per
GGE. Some agencies/municipalities provide CE the exemption and reduced
CFUT evidence while some others just apply for a refund after CE charges FET
and CFUT. FYI, before any exemptions or discounts, FET is $0.183 per GGE
and CFUT is $0.0875 per GGE. (Brian Sunshine, Assistant to the City Manager)
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