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Meeting Summary

The tenth meeting of the 2004 City Light Rates Advisory Committee was held on Wednesday, May 5, 2004 in Room 4050-4060 of the Key Tower.  A list of Committee members attending is attached.  Also attending were representatives of the City Council Central Staff, Office of Policy and Management, Department of Finance and City Light staff.  (See the attached listing of attendees.)

Market-based Rates (Issue #15) - Sara Thome

Sara Thome presented background information on the existing Variable Rate General Service (VRC) rate schedule, including results of City Light's experimental period with the rate.  There are currently no customers on rate VRC because it is not an attractive alternative given current market prices.  Dick Fiddler wondered if there were some way to structure the rate such that City Light could be held harmless by collecting all charges, except for the energy, up front.  The RAC decided to recommend leaving the rate schedule and the Ordinance unchanged since there may be a need for it in future.

Reports from the SCL Advisory Board

Ingrid Rasch reported on Jorge Carrasco's presentation to the City Light Advisory Board about his plan for the Department's structure.  Among the upcoming challenges for the Utility are major projects such as the Monorail, Sound Transit, and the Alaskan Way Viaduct which are currently not in City Light's budget.  She noted that none of the issues presented represent items that require RAC deliberations.

Low-Income Rates (continued from previous meeting)

Hellmut Golde reported on his meeting with Seattle Housing Authority (SHA) Executive Director, Tom Tierney, Director of Operations, Don Ashlock, and Bob Wyda, Operations Support Manager.  He expressed concerns for low-income customers facing the threat of reduced funds from the Federal Government.  SHA would welcome RAC's assistance in swaying City Council to expand the City Light low-income rate assistance to include SHA renters.

Joan Walters, SCL Deputy Director, Customer Service Branch, described the low-income rate assistance program that City Light operated, and the reason for the exclusion of customers in public housing from the rate assistance program:  public housing customers receive funds from the Federal Government intended to cover their rent and utilities.  Ingrid Rasch noted that Sara Patton had presented research to the Advisory Board indicating that it is more cost effective for utilities to offer a low-income rate assistance program than it is to deal with shut-offs (for nonpayment) and subsequent turn-ons of power.

Paul Chen asked the percentage of low-income customers in the Suburbs vs. the City (of Seattle).  According to David Broom (Office for Senior Citizens), there appears to be some movement of low-income families from the City to the Suburbs, so the proportion of low-income customers in the Suburbs might be rising.  

Rod Kauffman pointed out that the revenue allocated to the low-income assistance program is less than 3%.  Rud Okeson suggested allocating a certain percentage of SCL's revenue to low-income rate assistance and develop a rate from that figure.  Dan Bentler asked why the low-income assistance program should not be removed from City Light responsibility and given to the City of Seattle to administer and collect the funds from tax payers, but Joan Walters pointed out that that was a policy question.  Dick Fiddler and Grover Haynes both expressed the opinion that the policy should remain as is; the only question should be how and when to raise the "discount" percentage to the original 50% of the standard residential rate in order to avoid increases to the low-income customer class.  Joe McGovern said that no Departmental recommendation has been made pending outcome of the Revenue Requirements analysis--it would be unsupportable to raise low-income rates if the Revenue Requirements indicate that no change in rates (or a rate reduction) were warranted.

RAC decided to hold off on making a recommendation until Revenue Requirements are completed and SCL makes a recommendation.

Residential Rates

Joe McGovern presented information on issues related to the customer charge, seasonal (winter/summer) rate differential, and the first block rate.  Without a Revenue Requirements analysis, the Department has not yet made specific recommendations on these issues.  The Residential Rate Subcommittee members are Hellmut Golde, Paul Chen, Jim Fletcher and Dick Fiddler, with added participation of Rud Okeson.

The current customer charge (base service charge) was designed to collect 50% of the customer costs associated with providing service.  Some members of the Residential Rate Subcommittee (Paul Chen, Jim Fletcher, and Hellmut Golde) recommended raising the customer charge to collect 75% of customer costs, while Dick Fiddler recommended eliminating the customer charge completely.  

Regarding the winter/summer rate differential, the question was raised whether or not a seasonal cost-of-energy differential should continue to the basis for a rate differential.  Market prices by month are fairly flat except for the Spring run-off.  Joe McGovern reported that the current forecast would be available next week for determination of seasonal effects.

The only seasonal distinction in residential rates is in the size of the first block--threshold of kWh defining the first, less expensive, block from the second block.  It has been suggested that, since the rate per kWh does not change with the seasons, the block size should not change.  Four alternatives were presented, ranging from the summer block size year-around and going up to 600 kWh year-around.  One individual attending the meeting favored a flat rate without a block structure, but that structure would discourage conservation.

Hellmut Golde announced the resignation of Jim Fletcher from the RAC, and consequently from the Residential Rate Subcommittee.  In addition, another member of the subcommittee, Dick Fiddler, will be taking an extended leave from the group.  Sara Thome and Jane Johnson agreed to replace these members on the subcommittee.

The meeting adjourned at 5:05 p.m.

The next meeting of RAC will be on Wednesday, May 19th from 3:00 to 5:00 p.m. in Room 4050-4060 of Key Tower.
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