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	City Light Review Panel Meeting

Meeting Minutes
	
“ATTACHMENT A”



Date of Meeting:  October 25, 2012
	MEETING ATTENDANCE

Panel Members:

	Name
	
	Name
	
	Name
	

	David Allen
	(
	Stan Price
	(
	Debbie Tarry
	(

	Tom Lienesch
	(
	Julie Ryan
	(
	Eugene Wasserman
	(

	Chris Roe
	(
	Sue Selman
	(
	Eric Thomas
	(

	
	
	
	
	
	

	Staff and Others:

	Jorge Carrasco
	(
	Calvin Chow
	(
	Ralph Cavanagh
	(

	Maura Brueger
	(
	Phil West
	(
	Nancy Hirsch
	(

	Kim Kinney
	(
	Jim Baggs
	(
	Richard Cuthbert
	(

	Suzanne Hartman
	(
	DaVonna Johnson
	x
	Kiley Faherty
	(

	Jeff Bishop
	(
	Paula Laschober
	(
	Rollin Fatland
	(

	Karen Reed
	(
	Kirsty Grainger
	(
	KC Golden
	(

	Councilmember O’Brien
	x
	Garry Crane
	(
	Matt Lyons
	(

	Josh Fogt
	(
	
	
	
	

	Tony Kilduff
	(
	
	
	
	


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 September 7, 2012.  The minutes were approved as submitted.

Presentations / Information

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

Kim Kinney advised there was one email received in for the general mailbox with a comment about increasing rates to fund improvements to the South Lake Union area. A copy was included in the materials packet.
Chair’s Report:

Eugene Wasserman gave the Chair’s Report. He is working with the Climate Action Plan group with an interest in seeing that their proposed goals are consistent with the strategic plan.
David Allen announced that McKinstry will host a Data Center meeting and discussion on Tuesday, November 20th from 11:30 a.m. – 1:00 p.m. 
Karen Reed then introduced and welcomed Ralph Cavanagh to the meeting. Ralph is a senior attorney and Co-Director of the Natural Resources Defense Council. His focus over the past thirty years has been around electric and natural gas utilities with special emphasis on energy efficiency and renewable energy. 
Ralph spoke to the concept of rate decoupling as a means of removing regulatory disincentives to energy efficiency and creating opportunities to increase earnings if utilities effectively implement cost-effective efficiency programs. Decoupling breaks the link between a utility’s financial health and commodity sales. Ralph encouraged City Light to consider implementing this concept. He noted that although most of the utility’s costs are fixed costs, a rate structure that is based primarily on fixed customer charges reduces customer incentives for energy efficiency.  Rate decoupling periodically adjusts rates to match revenue requirements and collections from the preceding period—to make sure the utility neither over- or under- recovers revenues needed.  The difference is either refunded to customers or a surcharge is recovered from customers.  It thus increases revenue certainty for the utility, despite bad weather or supply cost shocks.  Ralph likened decoupling to an insurance policy against increasing volatility of a utility’s costs and revenues.  In his view the best approach is not to segment decoupling approaches into various customer classes, but to bundle all customers together into the decoupling mechanism.
Ralph noted that Los Angeles Department of Water and Power just adopted decoupling in its rates.
Ralph then introduced Nancy Hirsh, the Policy Director for the NW Energy Coalition (NWEC). Nancy directs the Coalition’s efforts to enhance investments in energy efficiency, renewable resources, and low income energy services through work with utilities, commissioners, regulators, and legislators. Nancy advised that they have been long time advocates on removing the disincentives for energy efficiency. She described how in 1991, in Washington state Puget Sound Energy (“PSE”) had revenue decoupling.  The Washington Utilities and Transportation Commission (“WUTC”) later discontinued it, but PSE is now seeking to reinstitute decoupling in a new proposal before the WUTC . NWEC is supporting PSE’s decoupling proposal. 

Nancy passed out a copy of the NWEC resolution on decoupling (also found on their website http://www.nwenergy.org/about-the-coalition/orgdocs/. )  
Nancy Hirsch remarked that anytime there is an automatic adjustment, consumer advocates are usually against that – they treat this as a red flag.  However, in her view, rate decoupling does not remove regulatory oversight on regulated utilities. Regulators still examine the revenue requirements and the collections.     
Discussion ensued and some of the questions and comments made were:


(
Is there any sort of track record for decoupling reducing uncertainty and lowering borrowing costs – is there enough data to say something to the magnitude of that effect? [Ralph Cavanagh responded No, in Public Power, there is not. The rating agencies do not highlight this in their reports because there is a concern that state commissions will perceive reduced risk with decoupling, and will subsequently seek to reduce the investor owned utilities’ allowed return on equity.  He agreed that definitely somebody should pay close attention to this and see what the borrowing financing costs are as a result.]

(
There was discussion among meeting members about how this resembled a rate stabilization account (“RSA”).


(
Is there a circuit breaker on revenue decoupling? Ralph answered that the commonest circuit breaker is “a rate impact limit”.
Ralph noted that City Light could have both an RSA and deploy revenue decoupling.  Stan Price and Karen thanked both Ralph and Nancy for coming to the meeting and speaking to the Panel.
Next on the agenda, Phil West spoke on the new low income assistance pilot program. The program has two goals: (1) Increasing the number of qualified customers in the low income rate assistance program, and (2) Finding ways to help the low income residential customers who use the most electricity improve their energy efficiency. An eight person team is working to market the program. They will be setting up meetings in neighborhoods and will have staff go out and work directly with customers.
Phil then introduced Kelly Enright and Matt McCudden from City Light’s Customer Care Division to provide additional information.  Kelly Enright highlighted some of the activities to date:


(
Working with Sue Selman of Bellwether Housing, they have identified some sample buildings to try to sign up more customers

(
Contacting customers via direct mail, phone, email, etc. to promote the assistance program

(
Working to identify qualified customers through various means (zip codes; contacting AARP, IRS, PSE) 
· Developing a report of all current program participants and consumption levels

· Developing a simplified program application 

· Going to qualified residents and bringing them conservation kits, assisting with heating recommendation improvements, installing CFL’s, outlet gaskets, showerheads, etc.

Once an individual is enrolled in SCL’s program, the information also goes to SPU so they are enrolled in SPU’s program as well.

Matt McCudden reviewed the pilot results and progress so far. He said they were getting 5-6  inquiries a day so that’s been working well. Phil West said that the responses have come in slower than expected but they are planning to follow up with all of them. Language barriers may be one reason for lower response rates.
In summary the next steps will be to:

· Work with social agencies to further determine appropriate potential customers

· Track results by outreach tactics

· Evaluate most effective ways to reach customers

· Secure contract(s) with low income property management to facilitate enrollments

· Strengthen and leverage relationships with other City Departments and establish new partnerships particularly related to immigrant and refugee population
Paula Laschober introduced Richard Cuthbert from SAIC.  She advised that SAIC is completing a study for City Light on block rates, analyzing the block structure in place and identifying options for modifying them. 
Richard reviewed the history of block rates at City Light.  He explained that nationally, most utilities employ a 2 or 3 rate block structure, although Austin Energy recently implemented a 5 block rate structure.
The purpose of the block rates as implemented in the late 70’s was to promote conservation and incorporate a “lifeline rate” concept to meet “essential residential usage” (cooking, refrigeration, and lighting needs).  He said that there is a problem in defining “essential residential usage” and the lifeline rate concept notion. Things have changed with significant reduction in energy usage levels, the implementation of the low income rate assistance program, greater fixed costs, lower variable costs, and it is difficult to determine the essential residential energy usage.  SAIC’s  analysis suggests that about half of the customers are not getting a conservation price signal at all from the current block rate structure. 
Residential customers in Seattle have inverted block rates to encourage conservation, i.e., the price charged per kilowatt-hour increases as consumption increases. Each succeeding "block" (or increment) of energy consumption during the billing period costs more than the preceding energy block. An inverted block rate structure is prevalent in the Northwest.   

Richard concluded his presentation with the following summary:

· Existing SCL rate structure was established under very different circumstances. 

· Implementation of low income discount and difficulty in defining “essential use” makes updating existing rate structure challenging. 

· An inverted block rate structure that targets a set number of customers or energy usage may better meet current policy objectives. 

· Need for fixed cost recovery needs to be included in evaluation of rate structures. 

Eugene Wasserman said he would like to know what the conservation potential is in Seattle homes and was there any work being done on figuring out the price point for which people react to their energy usage behavior?  Superintendent Carrasco noted that a lot of people don’t realize that they are charged at increased rates when they pass a certain threshold.
Jeff Bishop, City Light’s C.F.O., provided an update regarding the proposed Strategic Plan Initiatives dashboard. The dashboard is built around the four themes of the Strategic Plan. The dashboard includes three sections:  (1) Summary of all initiatives status; (2) Performance Assessment—how the initiatives are evaluated; (3) A table showing the rating for each initiative (year to date, financial performance and whether milestones are being met).  Major items are highlighted in additional text. 
The group discussed the proposed dashboard and the following comments were made:

· Distill information into a high level view of how the utility is doing – call out the milestones of the significant items.
· Concern was expressed about the baseline not being represented in the dashboard, and a recommendation was made to provide a summary of 3 or 4 indicators that show how key drivers in the baseline are moving that may impact the strategic plan.
· Show an actualized perspective and a forecasted perspective.
· Include the financial materiality of the strategic plan initiatives.
Action Items
Eugene Wasserman asked to see the Climate Action Plan at the November 15th Review Panel Meeting. 

David Allen will send out a meeting invitation to those interested in attending the Data Center Forum at McKinstry on November 20th.
Jeff Bishop will incorporate feedback on the strategic plan initiative tracker and provide a revised dashboard proposal to the Panel prior to the next meeting; Karen will gather comments and send them back to Jeff.

Adjournment
There being no further business, the meeting was adjourned at 3:00 p.m.


Page 1 of 5

[image: image1][image: image2.png]


