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Meeting Summary

The fourteenth meeting of the 2004 City Light Rates Advisory Committee was held on Wednesday, June 30, 2004 in Room 4080 of the Key Tower. A list of Committee members attending is attached. Also attending were representatives of the Office of Policy and Management, and City Light staff.  (See the attached listing of attendees.)

Report of Meeting with Joe McGovern & Proposed Break in Meetings - Helmut Golde

Hellmut Golde reported to the Committee on an earlier meeting he and Co-Chair, Dan Bentler, and Rud Okeson had with Joe McGovern, Financial Planning Unit Manager.  Joe explained that there are a number of unresolved issues surrounding the current rate review (e.g., BPA rates, debt reduction by 2011, etc.) that have hampered the timely presentation of information and data to the Committee for their deliberations.  Hellmut proposed that the Committee break for the month of July, and this was acceptable to the members.  The next meeting of the RAC will be on August 11.

Report on SCL Financial Situation - Joe Mcgovern

Joe presented spreadsheets comparing actual financial results through May, 2004 with the forecast that was prepared in July, 2003.  Since water conditions have been lower than projected, SCL has had available only half the surplus energy that was expected.  Wholesale prices have been higher than expected, partially offsetting the shortfall in energy.  Net wholesale revenue through May was $23.7 million lower than projected.  On the other hand, retail power sales are $6.5 million higher than projected.  This is mostly due the fact that actual payments from Nucor Co. have been higher than assumed in the July 2003 forecast.  (Although they are still paying a lower rate, Nucor paid off $9 million owed to SCL in March.)  Lower purchased power costs (mainly for purchases from BPA) resulted in savings of $13.5 million through May relative to the forecast..  Net income through May was $22.4 million, or $14.9 million less than the amount projected.  City Light's cash position, on the other hand, is much closer to forecast.  The Department expects to reach its targeted operating cash balance of $30 million by the end of July. 

Nonresidential Demand Charges – Jane Soder & Arlene Geist

Jane Soder presented the concepts and methods SCL used to set demand charges, and explained the differences in methods between the  Medium General Service class and the Large and High Demand General Service classes, which have time-of-day meters.  She explained that the energy rate and the demand charge are set, in conjunction, to meet the revenue requirement for the class.  Therefore, if demand charges increase, energy rates must decrease so that the same revenue is achieved.  Adjustment of the rates (how much to demand and how much to energy) is guided by the objectives of stability and efficiency.  The Medium General Service class is complicated by the fact that it does not use time-of-day metering.  The costs that are to be recovered through the Medium General Service demand charge are those for transformers and an allocated portion of the cost of feeders, substations, in-service-area (ISA) transmission, and part of the higher cost of energy during high-cost periods.  Jane explained the methodology used to make those allocations.  
Arlene discussed two alternative rate schedules, both with demand charges based on the costs for transformers, feeders, substations and in-service-area transmission.  However, the methods for calculating the charge differed.  In one case, no customer diversity was assumed--it was assumed that all customers in the class peaked at the same time as the system peak.  This resulted in demand rates substantially higher that SCL's current demand charges.  In a second option, it was recognized that not all customers peak at the same time, allowing for customer diversity.  This resulted in demand charges that were lower than current charges, except for Network customers.  In both cases low load factor customers (most costly to SCL) have the greatest increases when demand charges are increased.
Other alternative rates were referred to.  These were included in the paper that was distributed to all RAC members.  The demand charges in these alternatives were set at the level of a neighboring utility, or at some multiple of current demand charges.  They were included primarily to show the effect on customers of increasing the demand charges substantially.
The question remains: "Can/will customers with low load factors be induced to change their usage patterns significantly if they have to pay more per kW?"  If the answer is yes, how much of an increase in the demand charge is necessary to provide incentives to customers to increase load factor?  It is also true that many low load factor customers cannot increase their load factor simply because of the nature of their business or facility.  The discussion will be continued at the next meeting.
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