Seattle City Light

Rates Advisory Committee

Meeting #4

February 11, 2004

Meeting Summary

The fourth meeting of the 2004 City Light Rates Advisory Committee was held on Wednesday, February 11, 2004 in Room 4050 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.)

Advisory Board Report

Carol S. Arnold, City Light Advisory Board member, presented a summary of the First Annual "Report of the Seattle City Light Advisory Board."  She will be attending RAC meetings on a regular basis, and suggested that RAC appoint one of their members to attend Advisory Board meetings in order to facilitate communications between the two groups.

The Role of RAC

The RAC Co-Chair asked that an item for next meeting's agenda be a discussion of the mission, roles and responsibilities of RAC members.
High Demand Interruptible Rates

Joe McGovern explained the history behind the High Demand Interruptible rate that Nucor Steel Corporation, and its predecessor Birmingham Steel, has paid since January 2002.  Under the terms of the City’s original contract with Nucor, Nucor’s paid an average rate for electricity in 2002 and 2003 that was about 27% lower than the standard rate for the High Demand class.  The contract provided that Nucor would compensate the City for its discounted rates in 2002 and 2003 by paying a surcharge on the rates the company would pay from 2004 through 2008.  At Nucor's request, the City has negotiated a revised contract with Nucor that would establish the terms of service to Nucor through December 31, 2004. Nucor would pay $9 million when the contract revision is signed to compensate SCL for the lower rate Nucor paid during the previous two years. In 2004, Nucor would pay a rate that is lower than the current High Demand rate.  Nucor would compensate SCL in the first quarter of 2005 for the rate relief provided in 2004 by paying SCL an amount determined by the terms of the revised contract.  The revised contract also revises the interruptibility provisions of the original contract.  Since the current High Demand Interruptible rate was set by Ordinance, executing the revised contract will require passage of an ordinance by the Council.

City Councilman, Nick Licata, had contacted RAC members via e-mail following the discussion of the proposed contract revision at the February 11 meeting of the Council’s Energy and Environmental Planning Committee.  Mr. Licata asked that RAC provide recommendations to City Council on the proposed arrangement with Nucor.  After considerable discussion, the Committee decided that they were insufficiently informed on the proposal and its effects on other rate payers to provide recommendations at this time.  It was agreed that a response to Councilmember Licata would be drafted stating the intent of the Committee to study the issue of High Demand Interruptible rates during the 2005-2006 rate review and to make a recommendation in the context of the overall rate proposal for 2005-2006.  Sara Thome volunteered to draft a response to Councilmember Licata.

The meeting adjourned at 4:55 p.m.

The next meeting of RAC will be on Wednesday, February 25 from 3:00 to 5:00 p.m. in Room 4050 of Key Tower.
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