Seattle City Light

Rates Advisory Committee

Meeting #8

April 7, 2004

Meeting Summary

The eighth meeting of the 2004 City Light Rates Advisory Committee was held on Wednesday, April 7, 2004 in Room 4050 of the Key Tower.  A list of Committee members attending is attached.  Also attending were representatives of the City Light Advisory Board, City Council Central Staff, Office of Policy and Management, Department of Finance and City Light staff.  (See the attached listing of attendees.)

Report from the SCL Advisory Board meeting - Carol Everson & Ingrid Rasch

Carol Everson, Director, SCL Finance Division presented a list of issues on which RAC are being asked to concentrate.  These issues were agreed upon in the last meeting of the Advisory Board.  Ingrid Rasch presented the schedule showing dates when issue papers should be presented to RAC by the Department (along with the Department’s recommendations), and dates when RAC would make decisions concerning the issues.  RAC is being asked to concentrate its efforts on the following issues: Suburban Rates, Low-Income Rates, Third Block Residential Rate, Size of the Residential First Block, Residential Customer Charge, Demand Charges/Power Factor, Capacity Charge, Network Differential, and Interruptible/Industrial Rates.  Considerable discussion followed among the RAC members, many of whom expressed concerns that issues relating to Revenue Requirements, Budget, Financial Policies and Cost Allocation were not on the list.  Other RAC members opined that the Advisory Board and the Superintendent should supervise financial issues, and RAC should deal strictly with rates.

Report from the City Council - Carol Butler

Carol Butler, City Council Central Staff, presented the Council's Energy and Environmental Policy Committee Agenda Summary.  The Committee meets the second and fourth Wednesday of every month at 9:30.  On April 14 the Committee will begin discussing City Light rate issues.  She invited RAC to send in comments to City Council on any issue.  It is expected that on May 26 the Energy Committee will vote on the rate proposal process and requirements, with a full Council vote expected in June. She indicated that a schedule would be available within the week.  Of particular interest to Council is a review of the policies outlined in Resolution 28004 relating to the City Light Department, adopting long-term rate setting objectives and electric rate policies for the City of Seattle.  The proposed review schedule would result in the adoption of a new rate policy resolution, including new financial policies, by June 1.

Marginal Value of Energy/Externalities (Issues #5 & 6) - David Baylon
David Baylon presented a review of the Marginal Value of Energy issue to RAC members, suggesting that certain of City Light’s existing resources be defined as marginal (e.g., the Klamath Falls contract) and that the cost of these marginal resources be used in computing the marginal value of energy.  There was considerable discussion of what should be considered the marginal resource and how the marginal cost of power should be reflected in rates. SCL staff pointed out that the resources identified in the review paper are not truly marginal and that the cost of supplying an incremental unit of energy is really the wholesale price of electricity.  

The Department's philosophy is that each group's load in a time period should be judged on the basis of its contribution to the total marginal cost of serving the total load in that period. SCL staff also reminded everyone that energy costs computed at marginal cost rates are used to calculate shares of total energy costs, and those shares are used to allocate only the energy-related revenue requirements, not all of the revenue requirements. No specific recommendation regarding changes to SCL’s procedure for calculating and using marginal energy cost information in cost allocation and rate-setting processes were adopted at this meeting.

RAC general business

The Committee completed assignments of RAC members to deal with the various issues proposed by the Advisory Board. Ingrid Rasch will maintain a spreadsheet to keep track of issue papers and presentations:

Suburban Rates:  Dick Fiddler and Debbie Tarry

Low-Income Rates:  David Broom and Dan Bentler

Residential Rate Structure:  Paul Chen, Dick Fiddler, Jim Fletcher and Hellmut Golde

Demand Charges/Power Factor:  Dan Bentler and David Staley

Capacity Charge:  Dan Bentler, David Staley and Ingrid Rasch

Network Differential:  Rod Kauffman and David Baylon

Interruptible/Industrial Rates:  Linc Wolverton and Ken Thompson

Sara Thome will present background research/recommendations on Market-Based Rates, at the April 21st  meeting.  

The meeting adjourned at 5:25 p.m.

The next meeting of RAC will be on Wednesday, April 21st from 3:00 to 5:00 p.m. in Room 3253 of Key Tower.
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