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	City Light Review Panel Meeting

Meeting Minutes
	
“ATTACHMENT A”



Date of Meeting:  May 21, 2012
	MEETING ATTENDANCE

Panel Members:

	Name
	
	Name
	
	Name
	

	David Allen
	(
	Stan Price
	(
	Debbie Tarry
	(

	Tom Lienesch
	(
	Julie Ryan
	(
	Eugene Wasserman
	(

	Matt Lyons
	x
	Sue Selman
	(
	
	

	
	
	
	
	
	

	Staff and Others:

	Brian Brumfield
	(
	Tony Kilduff
	(
	Paula Laschober
	(

	Maura Brueger
	(
	Calvin Chow
	(
	Garry Crane
	(

	Kim Kinney
	(
	Councilmember O’Brien
	x
	Kirsty Grainger
	(

	Suzanne Hartman
	(
	Sahar Fathi
	(
	
	

	Jorge Carrasco
	(
	Phil West
	(
	
	

	Karen Reed
	(
	Jim Baggs
	(
	
	

	Steve Kern
	x
	DaVonna Johnson
	x
	
	

	
	
	
	
	
	


Call To Order
The meeting was called to order at 12:00 p.m.
Karen Reed welcomed everyone to the meeting and began with a review and approval of the agenda. The agenda was approved.  
Approval of Minutes

The meeting participants reviewed the draft meeting minutes of April 25, 2012.  The minutes were approved as submitted.

Presentations / Information

There was no public comment offered for today’s meeting.
Chairs Report:

Stan Price reported that he and Eugene Wasserman participated in the press conference with the Mayor to announce the strategic plan. The press conference was held at Fred Hutchinson. Stan said he thought the presentations were well organized and well received. The presentation was followed by a tour of the Fred Hutchinson facility. 
Superintendent Carrasco reported that the utility gave a brief presentation today at the City Council updating them on the public outreach program employed in development of the strategic plan. The Council was impressed with the outreach efforts; some mentioned that this “set a new standard” for the City and similar approaches should be used by other departments.  Among questions posed were the engagement of suburban city customers and the feedback from those meetings. Council was also pleased by the outreach to various (non-English) community groups. 
Tony Kilduff noted he hopes the Council will formally adopt the plan in late June.
Suzanne Hartman addressed the group to provide an update and share summaries from some of the outreach. She provided the Panel with information on the survey results. She advised that we received very good ratings on our service and the Preferred Path option did quite well. The Efficiencies Path was also highly rated. The Bolder Environmental Path also polled very well but was polarizing – respondents were either very much in favor or very opposed to it. Averaging out the ratings, the Preferred Path was the highest rated. The results validate what we’ve been hearing in the public outreach meetings.  Suzanne noted that rates were a bigger issue at the meeting in South Seattle; in the North Seattle meeting, we heard a fair amount of opposition to the AMI project. 
Paula Laschober provided a second presentation on City Light rate issues, this one focused on the marginal cost allocation process used by the Utility. She began with an explanation of why City Light uses marginal costs/prices as opposed to historical or cost averaging methodologies.  The marginal cost methodology encourages efficient consumption. It was noted that many IOUs are required by state regulators to use historical cost models but would prefer a marginal cost method because it is forward looking and more likely to accurately reflect the actual costs incurred by the utility over a rate period.  

Paula noted that the Council last month adopted a new policy resolution on rates—Resolution 31351.  It is largely consistent with past policies, and describes rate setting objectives, rate design policies and marginal cost allocation among customer classes. 
Paula reviewed the three general categories of costs for which marginal costs are derived:  (i) energy; (ii) distribution; and (iii) customer service. She identified the major data sources used  to derive the marginal costs, including energy price forecasts and other data  She provided a sample illustration of how the total marginal cost of energy is derived, noting in particular the calculation of environmental externality costs, which is related to the Utility’s goal of being carbon neutral. She described some of the different elements of the marginal cost of distribution for customer service and distribution and illustrated a simple example of allocating revenue requirements using marginal cost shares. Paula emphasized that the marginal cost exercise is not the basis for actual customer charges, rather it is a means to allocate percentages of the various costs within the actual revenue requirement to each customer class.  
Paula noted that while we are looking in this presentation at two customer classes—residential and non-residential--in fact the utility has about 30 customer classes to which marginal costs are spread.  Different patterns of usage by a customer class result in different marginal costs. There is a different base cost for each class.   
Paula noted three of the issues that the Utility has heard recently from industrial customers: 
· Change how the low income rate subsidy costs are allocated: shift from sharing this across all customer classes to simply the residential class. 
· Change how conservation program costs are allocated: shift from allocating across all customer classes to having each class bear costs associated with conservation programs that benefit them specifically.

· Change net wholesale revenue credit allocation.  Rather than have it allocated based on overall cost shares, allocate it solely on relative shares of energy costs.  It was noted that if this change were made, then the surcharge costs would have to be similarly borne in this way, since the NWR credit offsets the need for surcharges.

Upon further discussion of cost allocation, the Review Panel asked if the utility could:
٠
provide an overview of the recent Resolution that was passed;

٠
provide a copy of the 2004 Resolution (Paula can provide);

٠
walk this group through a session on rate design;
٠
summarize how long we’ve had current policy.
After hearing comments, Karen Reed suggested a possible framework to structure one of the next Panel meetings. She asked if the utility could conduct a session for the Review Panel members on rate design. Then afterwards, at a following meeting, perhaps invite some stakeholder groups to come in to talk on the utility’s approach to cost allocation and rate design.

Brian Brumfield was next on the agenda and provided his proposal on tracking progress in implementing the strategic plan. He provided his thoughts on having a high level dashboard showing metrics of how the utility is doing regarding the strategic plan. He explained that the intent was to have an annual report which could show an initiative by initiative analysis, with results year-to-date. Internally, each initiative would have a MS Project worksheet attached to it. The goal was also to depict a budget and time graph to illustrate the progress on each initiative. He noted that the data in the graphs is just representative right now, not real data. He gave a sample of what the external reports to the external stakeholders might look like. He said that they are in the process of further refining these and determining what data they can provide on each of these.
Brian asked the Review Panel for feedback on what they would like to see incorporated. He asked the Panel what they wanted the utility to measure and what kind of data they needed to see?  He felt it important to give the Panel an initial draft view, give them time to digest this initial information, and later give the utility their feedback on ideas and preferences for tracking and monitoring.
Superintendent Carrasco said that the goal was to give the public an annual report showing progress & implementation of the plan. He said the utility would aim how to best map this out and present something that serves the Panel, the Council, and the public.
Some suggestions for tracking and monitoring the plan were:

· on the big ticket items - perhaps in a quarterly report - show what is being measured along with graphical data on how well it’s tracking
· include some of the utility-wide metrics – the baseline data and whether we are still on track with those baseline items

· produce a report focusing on the proposed budget for the next year and how well we’re tracking to it
· review the metrics once a year to revisit whether these are the same metrics we want to measure or whether they should be adjusted
· for the periodic updates, focus metrics around the four key strategic plan objectives—present a couple that target each of the four areas. 
Brian informed the group that they do need to finalize the key metrics between now and when the budget is approved. He acknowledged that breaking the items down into objectives and then providing more detail around some of the objectives could be provided. Karen Reed asked when the Review Panel could see the first report? Brian advised that it would be after the budget is approved and he could likely share something in late September or October. The report could show the Panel and Council how we’re tracking on our budget and the strategic initiatives.
The meeting participants discussed what other areas the Review Panel should focus on for 2012. The following were mentioned:
· workforce challenges (training/development and executive retention). Jorge spoke to the challenge of executive turnover which impacts the utility’s business, leaves a void, and creates a challenge. The capacity to deliver on the plan hinges on the ability to have the appropriate people in place to run the utility. The Panel can help influence our policymakers on the need to attract and retain the top talent. Unfortunately City Light continues to be a “farm team” for other utilities.
· AMI (possibly revisit in 6 months for further discussion)

· tracking of efficiency initiatives

· governance

The group spoke briefly about governance. Karen noted that under the scope of work for the Review Panel defined in Ordinance 123256, governance is not specified, but could be addressed if it were deemed an issue that “should be part of City Light’s strategic planning framework.”  The group agreed that governance is probably not a conversation we’d have until late 2013.
The meeting participants discussed scheduling the next few Review Panel meetings over the summer. The group agreed to have the meeting on June 20th, one more meeting in July, and then a September meeting after that.
Sahar Fathi spoke on the Review Panel appointments needed for the Residential and the Industrial positions. She said that they are still working on finding candidates and Councilmember O’Brien wants to be able to consider reviewing/interviewing three to four candidates before deciding on replacement.

Action Items
Suzanne Hartman will send the Panel a copy of the APPA National Conference brochure. The Review Panel members will let Suzanne know if they wish to attend the conference.

Paula Laschober will provide a copy of the 2004 rate resolution (#30685). (alternately, it can be viewed at the following link http://clerk.seattle.gov/~scripts/nph-brs.exe?s1=&s3=30685&s2=&s4=&Sect4=AND&l=20&Sect2=THESON&Sect3=PLURON&Sect5=RESNY&Sect6=HITOFF&d=RESF&p=1&u=%2F%7Epublic%2Fresny.htm&r=0&f=S
We will send out information to the Panel regarding the Council Special Committee meetings scheduled to consider the strategic plan: they will be held on June 14th and June 26th. The group agreed the Co-Chairs should attend and make a presentation to the Council.
Adjournment
There being no further business, the meeting was adjourned at 2:05 p.m.
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