Seattle City Light

Rates Advisory Committee

Meeting #12

June 2, 2004

Meeting Summary

The twelfth meeting of the 2004 City Light Rates Advisory Committee was held on Wednesday, June 2, 2004 in Room 3253 of the Seattle Municipal Tower (formerly Key Tower).  A list of Committee members attending is attached.  Also attending were representatives of the City Council Central Staff, Department of Finance, Office of Policy and Management, and City Light staff.  (See the attached listing of attendees.)

Correction

It was reported in the May 19 RAC Meeting Summary that the Committee did not decide on a recommendation regarding the Residential Customer Charge.  In fact, the Committee voted in favor of increasing the Customer Charge such that it covers 75% of customer costs.

City Council Energy & Environment Committee - Carol Butler

Carol Butler reported on the City Council's Rate Resolution Decision Agenda.  While the resolution has not yet passed, the following items were among those proposed to be included in the resolution:

· SCL should conduct marginal cost of service study for the 2005-2006 Rate Review, but at a later date conduct an embedded cost of service study for comparison purposes;

· the costs of conservation and rate assistance should be allocated to all customers, as is the practice now;

· gradualism should be continued to mitigate the impact on those customers who would be severely adversely impacted;

· block rates should be implemented where fair and feasible;

· time-of-use rates should be implemented wherever feasible and effective;

· a customer charge or minimum charge should continue to be implemented;

· low-income (rate assistance) rates should gradually be restored to 50% of standard rates;

· SCL should examine demand charges to send price signals for conservation;

· an interruptible rate should be evaluated as part of the Integrated Resource Plan, with a decision to be made after study;

· an economic development rate might be justified;

· undergrounding must be paid by the customer requesting the work;

· SCL should develop charges that reflect the full cost of service for such rates as power factor;

· the third-tier residential rate should be re-evaluated.

Rod Kauffman expressed concerns that decisions may have already been made on issues that RAC will be discussing but has, as yet, had no input to City Council.  Carol Butler assured the Committee that no decisions have been made by City Council concerning the issues to be addressed in the Resolution.

Proposed Principles for BPA Pass-Through Method - Linc Wolverton

Linc Wolverton proposed a  method for passing through BPA rate changes in which City Light’s rates would be adjusted once a year on October 1, based on BPA’s announced rates for the six months beginning October 1 and BPA’s forecast of rates for the six months beginning April1.  Each pass-through would also include a true-up adjustment to reconcile actual BPA costs with the costs assumed in the previous pass-through.    Joe Mcgovern noted that this is very similar to what SCL now does except the year begins on April 1.  Joe also pointed out that the rate adjustment as a result of the pass-through is very small and represents a very small portion or City Light's risk exposure while much greater risks (e.g., water conditions) are ignored.  David Broom asked why we have a BPA adjustment at all. Joe responded that the pass-through mechanism is in part a consequence of the rate surcharge discussions in March 2001,when the Council had to make a decision on future revenue requirements without knowing the level of BPA rates.  The solution was to require automatic pass-through of the effect of BPA rate decisions once they became known.  Joe also noted that the financial community views favorably the Utility having such a mechanism in place to facilitate rate changes.  RAC reaffirmed their decision to recommend keeping the BPA pass-through mechanism as is, but no recommendation regarding the method of calculating the pass-through was made.

Residential Rates - Hellmut Golde, Sara Thome, Jane Johnson, Dan Bentler & Rud Okeson

Hellmut Golde, reporting on the recommendations of the Residential Rates Subcommittee, suggested elimination of the third residential block rate.  The Committee approved this recommendation.  SCL was asked to further study winter/summer price forecasts and provide a recommendation in the weeks to come.  The subcommittee is interested in approaches to achieving (over time) a flat energy rate for residential customers. They suggested a 4-step process in which the Customer Charge would gradually increase to cover 100% of customer costs and remain at that level, while the first block rate would gradually increase until it reaches the level of the current second block rate.  Their justification for a flat rate is that they believe it to be in the interest of equity and fairness to all residential customers.  David Broom suggested that the subcommittee refine their recommendation and develop a proposal for presentation to the full RAC.

Power Factor Rates - Dan Bentler & David Staley

A brief presentation on the issue of the power factor rate was presented by Dan Bentler, and an explanation of power factor was presented by David Staley.  The subcommittee reported that the current power factor charge (0.14¢ per kVarh) appears to recover City Light's costs for corrective measures, so there is little need to change.  Joe McGovern noted that there might be more customers who should have power factor meters, and there may be additional costs which have not been identified thus far, both of which could argue for an increased power factor.  RAC decided to put this issue on hold pending the accumulation of more data.

The meeting adjourned at 5:00 PM.

The next meeting of RAC will be on Wednesday, June 16 from 3:00 to 5:00 p.m. in Room 3253 of Seattle Municipal Tower (Key Tower).
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