January 26th, 2012

TO:	Karen Reed
FROM:	Matt Lyons
[bookmark: _GoBack]RE:	Strategic Plan Comments

I am unable to attend the January 31 Review Panel meeting because of business related travel but wanted to share with you my preliminary thinking about the Strategic Plan. 

I know the draft Strategic Plan is the product of a lot of hard work. All Review Panel members have contributed a great deal of time and effort to get the plan to this point. However, given the issues identified in the UMS Group Report and my long-standing concerns about utility governance, both as a large City Light customer and representative of the industrial customer class, I cannot support the preferred rate path at this time. 

This position is based on two documents; the 2011 UMS Group Performance Diagnostic on City Light’s generation, Transmission and Distribution operations and the 2006 Annual Report of the City Light Advisory Board.  

UMS Report
The UMS Group Report discussed a number of significant issues regarding the utility’s performance. The Report identified problems such as excessive overtime, crew sizes twice the industry norm, productivity hampering work rules, marginal to poor maintenance practices, lack of alignment between functions and responsibilities and a complex structure and organizational barriers that result in sub-optimal decisions and less than desirable results. Addressing these and related issues could result in approximately $35 million in annual savings. 

I know a number of these problems are labor related and need to be bargained with the many unions representing City Light employees. Utility management has pointed-out that they don’t have the level of control over the collective bargaining process to address many of the identified issues. While this may be the case, ratepayers should not be asked to pay higher and higher rates unless and until this structural problem is fixed and the utility’s practices are changed to capture the level of savings identified in the UMS Report. 

City Light Advisory Board 20006 Annual Report
The City Light Advisory Board’s first report in 2003 recommended that the city strengthen its oversight of Seattle City Light. In doing so the board pointed to a number of significant challenges the utility faced in becoming a high-performance organization. The board’s second report in 2004 noted that they had devoted considerable time examining the issue of utility governance and intended to submit recommendations on governance in the 2005 report. 

After an extensive process that included researching governance models of other municipal utilities, site visits to four “best practices” utilities around the country and consultation with members of the blue ribbon panel (whose October 2002 report also recommended changes in City Light governance) the board unanimously agreed that City Light governance must be changed if “public power is to thrive in Seattle.” 

The board’s January 2006 report detailed their extensive work on the governance issue and recommended specific governance changes to allow the utility to become a high performance organization with greater accountability to the people of Seattle. To-date that report remains on a shelf and the utility continues to struggle with the kind of issues identified in the UMS Report. 

All of these issues are especially important now as our economy struggles to climb out of a deep hole created by the Great Recession. If rates are to increase beyond the 21% hike put in place since 2009 the city needs to demonstrate that ratepayer money is being used efficiently. Today, that is not the case. 

I believe that the preferred rate path should be held in abeyance, or at a minimum the rate increases be held to the level of inflation, pending resolution of the issues identified in the UMS Report and progress is made in utility governance reform.  







 



