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Norris Public Power District              Service Regulations 
General Terms and Conditions 

              
Board Approved:  December 6, 2023      Effective:  January 1, 2024   
 

400 – SECURITY REQUIREMENTS FOR  
POWER SERVICE CUSTOMERS 

 
A. New Customers 

 
 Prior to connection of service, all new customers requesting service under rate schedules 9, 15, 

16, 23, or 26, including change of ownership for existing services, must provide or agree to one of 
the following regardless of the amount of the customer’s estimated highest monthly bill: 

 
1. The customer shall provide a deposit equal to two times the estimated highest monthly bill to 

be held in the District’s Consumer Deposit Fund. The deposit shall earn interest at a rate 
equal to the One-Year U.S. Treasury Bill. This rate shall be adjusted monthly to the rate 
effective on the first business day of each month. Interest will be credited to the customer’s 
account annually. The deposit will be applied to the final billing and any remaining balance 
will be returned to the customer. 

 
2. The Customer shall provide an irrevocable letter of credit from the customer’s bank equal to   

two times the estimated highest monthly bill. 
 

 In the event that future monthly bills exceed the estimated highest monthly bill used in calculating 
the initial deposit or irrevocable letter of credit by 20% or more, the District reserves the right at 
any time to require the customer to supplement the initial deposit or increase the irrevocable letter 
of credit by the amount of the increased billing.  For example, additional security may be required 
when the customer’s credit rating is below excellent, the District has obtained information that it 
believes may affect the customer’s ability to pay their bill or the District’s risk tolerance has 
changed. 

 
B. Existing Customers with Total Highest Monthly Bills $50,000 or Greater 
 

 Prior to connection of service, existing customers requesting additional service under rate 
schedules 9, 15, 16, 23 or 26, must provide or agree to one of the following if the customer’s total 
estimated highest monthly bills are $50,000 or greater: 

 
1. The customer shall provide a deposit equal to two times the estimated highest monthly bill to 

be held in the District’s Consumer Deposit Fund. The deposit shall earn interest at a rate 
equal to the One-Year U.S. Treasury Bill. This rate shall be adjusted monthly to the rate 
effective on the first business day of each month. Interest will be credited to the customer’s 
account annually. The deposit will be applied to the final billing and any remaining balance 
will be returned to the customer. 

 
2. The Customer shall provide an irrevocable letter of credit from the customer’s bank equal to   

two times the estimated highest monthly bill. 
 

 In the event that future monthly bills exceed the estimated highest monthly bill used in calculating 
the initial deposit or irrevocable letter of credit by 20% or more, the District reserves the right to 
require the customer to supplement the initial deposit or increase the irrevocable letter of credit by  
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 the amount of the increased billing. For example, additional security may be required when the 
customer’s credit rating is below excellent, the District has obtained information that it believes 
may affect the customer’s ability to pay their bill or the District’s risk tolerance has changed. 

 
C. Existing Customers with Total Highest Monthly Bill Less Than $50,000 
 

1. Existing customers requesting additional service under rate schedules 9, 15, 16, 23 or 26, are 
not required to provide additional security on the account so long as the total highest monthly 
bill remains below $50,000 and they meet each of the following criteria. 
 
a. The customer has been an active customer for the prior 5 years. 

 
b. The customer’s current credit rating is excellent. Excellent credit rating is defined as 

having no more than one late payment in any 12-month period. 
 

2. Existing customers with service under rate schedules 9, 15, 16, 23 or 26, with a credit rating 
below excellent on any of their accounts shall comply with one of the following: 
 
a. The customer shall provide a deposit equal to two times the estimated highest monthly 

bill to be held in the District’s Consumer Deposit Fund. The deposit shall earn interest at 
a rate equal to the One-Year U.S. Treasury Bill. This rate shall be adjusted monthly to the 
rate effective on the first business day of each month. Interest will be credited to the 
customer’s account annually. The deposit will be applied to the final billing and any 
remaining balance will be returned to the customer. 

 
b. The Customer shall provide an irrevocable letter of credit from the customer’s bank equal 

to two times the estimated highest monthly bill.  
 

 In the event that future monthly bills exceed the estimated highest monthly bill used in calculating 
the initial deposit or irrevocable letter of credit by 20% or more, the District reserves the right to 
require the customer to supplement the initial deposit or increase the irrevocable letter of credit by 
the amount of the increased billing. For example, additional security may be required when the 
customer’s credit rating is below excellent, the District has obtained information that it believes 
may affect the customer’s ability to pay their bill or the District’s risk tolerance has changed. 

 
D.   Ratchet Coverage 

 
For all new customers requesting service with estimated peak kW demand of 5,000 kW or 
greater, security will be required to protect the District for ratchet risk.  

 
Ratchet shall mean all current and future charges that the District may incur from its wholesale 
power supplier due to customer demand. These charges may include, but not be limited to 
demand charges for production billing, transmission line, transmission substation and ancillary 
services. 

 
In addition to the financial assurances required under section A, the District reserves the right to 
require additional financial assurances to cover the Ratchet. To the extent the District requires 
financial assurances to cover the risk associated with the Ratchet, the District will agree to utilize 
an acceptable deposit, corporate guarantee or irrevocable letter of credit. 

 
In the event that future Ratchet coverage exceeds the estimate used in calculating the initial 
security by 20% or more, the District may require the customer to supplement the initial security 
by the increased amount. 
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E. Security Requirements for Customers on Rate Schedule 25 
 

Prior to connection of service, all new customers requesting service under Rate Schedule 25, 
including change of ownership for existing services, must provide the District with a deposit in 
cash or irrevocable guaranteed letter of credit in an amount sufficient to cover invoices for two 
billing periods as estimated by the District or as specified in a separate agreement. 


