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RESOLUTION 506155

A RESOLUTION adopting long-term rate setting objectives and electric rate Apolicies for the City
Light Department and superseding Resolution 30685.

WHEREAS, the City Council adopted Resolution 30685 in 2004 establishing long-term rate
setting objectives and policies for the City Light Department; and

WHEREAS, the City Council intends to make every effort to ensure that adopted electric rates
remain unchanged for at least a two year period; and

WHEREAS, the City Council also intends to adopt long-term rate setting objectives and electric
rate policies for the City Light Department that supersede the policies established by
Resolution 30685; NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SEATTLE, THAT:

Section 1. Long-Term Rate Setting Objectives

The following long-term rate setting objectives for the City Light Department are hereby
adopted. The objectives are intended to provide a general pplicy framework that can be
consistently applied to future rate ~reviews. Becausg some policy objectives may unavoidably
conflict with others, they should be considered in their entirety to strike an appropriate balance
among them when developing, reviewing, and présc’ribing electric rates for customers of the City
Light Department.

oA

A. Revenue Requirement

Electric utility rates should be sufficient to meet the City Light Department’s revenue
requirements, while charging the lowest possible cost to the ratepayer over the long run.

B. Customer Payment of Cc_)sts of Service

Form last revised on 7/17/06 1
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- Rates should be based on the costs of service to the customer. Rates should reflect
changes in the costs of service over time.
C Eauiy
Rates should reflect a fair apportionment of the different. costs of providing service
‘among groups of customers.
D. Efficiency
Rates should provide incentives for cost-effective conservation of electricity and the
~ efficient use of power resources.
E. Rate Stability
Rate levels and structures should be changed in an orderly manner over time.

F. Financial Stability

Revenue recovery from rates should promote financial stability, consistent with financial
policies of the City Light Department, as adopted by the Seattle City Council.

G. Public Involvement

Citizens should be ensured clear and understandable information and opportunities for
meaningful citizen participation in the City’s rate decision process.

Section 2. Rate Review Process

The following process is hereby adopted. The process is generally corhprised of three steps,
Which are described below. While the documentation of each of the steps is done separately, the
documents are the basis of a single rate proposal made by the Mayor, reviewed by the public, and

reviewed and acted upon by the Seattle City Council.

Form last revised on 7/17/06 2
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A. Revenue Requirement Analysis

| The first step in the rate review process is analysis of the revenues required to meet the
opefating and maintenance expenses, and to finance a portion of the City Light
Department’s Capital Improvement Program consistent with financial polfcies described
in Section 4 below. The Revenue Requirements Analysis docume;lts the City Light
Department’s estimates of all relevaﬁt financial information over the period to be covered
by the rate review. The analysis includes a recommendation for a City Council decision

~on arevenue level that determines th; total dollar amounts to be included in rates to the
City Light Department’s customers. |

B. Cost of Service and Cost Allocation

)

In the second step of the rate review proceéé, the cost of serving each rate group is
analyzed. From this analysis,‘the share of the total revenue requirement to be collected
from each group is defermined. The Cost of Service and Cost Allocation Report, which
serves as a bas&s for cost allocations, is prepared by the City Light Department and -
supplemented by independent consultants as deemed appropriate by the Mayor énd City
Council. _ _ | | \
C. Rate Design

. In the third step of the rate review process, rate schedules are designed to recover the
revenues from each rate group as determined by the cost allocation procedure. In
designing rates for each group, the strﬁcture, components, and the relationship of the

components of each rate are determined. A Rate Design Report is prepared by the City

Form last revised on 7/17/06 -3
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: Light Department, which includes recommendations on the rate design for each rate
group and documentation of where the proposed rate design departs from cost-based
rates.

—

Section 3. Information to Customers and Participation in the Rate Process

Consistent»with previous resolutions, estabiishing the general policy of the City of Seattle
governing the provision of public information and opportunities for citizen participation in the
City’s decision-making process, the City Council adopts the following policy for provision of |
information to customers and opportunities for participation by City Light ratepayers. To ensure
citizen participation, City Light .sha-11 seek input from multiple ratepayer sourc.es. One
mechanism for citizen participation shall be a Rates Advisory Committee. The Rates Advisory
Committee shall review and make recommendations to the City Light Superintendent, the Mayor,
and the City Council on issues associated with the rate review. Pursuant to the PURPA
Information to Consumers Standard, as adopted by Ordinance 109461 and revised in Ordinance

111528, the City Light Department shall comply with the policies and procedures listed below:

A. Summary of Existing Rate Schedules

The City Light Department shall transmit to each of its customers a clear and concise

summary of existing electric rate schedules applicable to each of the major rate groups.

B. Explanation of Proposed Rate Schedules
The City Light Department shall transmit to its customers a clear and concise explanation

of the first set of proposed rate schedules submitted by the Mayor to the City Council.

Form last revised on 7/17/06 4
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The explanation shall be communicated no later than sixty days after the Mayor submits
‘his/her initial set of rate schedule proposals to the City Council.
In addition, at least one other time during the rate review process, the City Light

Department shall transmit to its customers a clear and concise explanation of the relevant

set of rate schedule proposals under consideration by the City Council. The explanation -

shall precede the relevant City Council public hearing on said rate schedule proposals.

C. Information on Residential Bills

The City Light Department shall transmit, on each of its residential bills, a clear and
concise statement of the customer’s actual consumption of electricity for the
corresi:onding billing period during the prior year unless the consumption data are not
reasonably ascertainable by the utility. The itemized bill shall also clearly and concisely
explain the basis upon which the customers is charged per unit of consumption.

Section 4. Rate Setting Policies

‘The following electric rate setting policies are adopted. These polfcies are intended in their

entirety to strike an-appropriate balance among the long range objectives identified in Section 1
of this resolution. These policies are intended to provide overall guidance for the development,
review, and enactment of new electric rate structurés. However, the policies may be revised in
subsequent electric rate reviews and/or as a result of the work performed pursuant to the studies

and analyses prepared for the next rate review. -

A. Rate Proposal

Form last revised on 7/17/06 5
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City Light Departrlnent shall submit a rate proposal for City Council review every two
years. -The proposed retail Revenue Requirements Analysis and a flow of funds statement
sh.ali be sﬁbmitted with the proposed budget for the following two years. The Cost of
Service and Cost Allocation Report and the Rate Design Report shall be submitted no
later than thirty days following submission of the Révenue Requirements Analysis.

In order to be considered by the City Council, the Revénue Requiremen\ts Analysis must |
also include all supporting information needed or requested by the City Council or it will
be déemed incomplete‘ and not be reviewed. Assuming all required doéumentation has
been received, the City Council’s re{/iew of the rate proposal will commence no later than
sixty days after the budget review concludes with a goal of reaching a decision no later
than ninety days following the start of the review.

The rate proposal submiﬁed to the City Council shall also include a summary of the
recommendations from the Rates Advisory Committee described in Section 3 and a table
showing all proposed changes in assumptions and methodology from the prior rate
proposal. |

B. Financial Policies

The City Light Department’s revenues from electric rates shall be sufficient to meet the
following financial policies established in Resolution 30761. These policies shall serve
as the basis for developing the City Light Department’s revenue requirement analysis,

unless modified by subsequent Council action.

Form last revised on 7/17/06 6
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.- Rate Setting Guideline. It is the policy of the City of Seattle to set electric

rates at levels which will ensure that net revenue available to fund capital
requirements in each calendar year will be positive with a probability of at
least 9_5%, taking into account the variability of cash flows resulting from the
uﬁcertainty of water conditions, market prices, and system load. For plirposeé
of implementing this financial policy, net revenue avaiiable to fund capital
requirements is defined as the amount of revenue remaining after payment of
operating and maintenance costs, principal and interest on outstanding debt,‘
taxes, all other current obligations and deposits to the Contingency Re;serve
Account described below. It is also the policy of the City of Seattle that rates
shall be’ set to ensure that the first and second lien debt shall achieve a debt

coverage ratio of 2.0.

. Contingency Reserve Account. A Contingency Reserve Account in the

amount of $25 million will be maintained in the Light Fund. Funds in the
Coﬁtingency Reserve Account may be uéed to cover current obligations in any
year in which the amount of net revenue available to fund capital requirements
is not positive. Within two years of the withdrawal of funds from the
Account, available net revenues shall be deposited in' fhe Account until the

targeted balance of $25 million is restored.

. Operating Cash Balance. In addition to funds in the Contingency Reserve

: Acéount, the City Light Department shall maintain sufficient operating cash

Form last revised on 7/17/06 7
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C. Cost of Service and Cost Allocation Policies

" capitalization ratio is the total amount of debt outstanding divided by the sum

balances in the Light Fund to absorb fluctuations in its operating cash flow. Inl
its rate proposals, the City Light Department shall target a minimum month-
end operating cash balance of $30 million. -

Debt-to-Capitalization Ratio. The City Light Department shall set rates to

achieve a debt-to-capitalization ratio of 60% by year end 2010. The debt-to-

of the accumulated equity and debt outstanding.

- The cost allocation methodblogy used by the City Light Departmént shall allocate the
City Light Department’s energy, demand, and customer costs among customer groupé in a
manner that is equitable and consistent with the long-rangé objectives listed in Section 1
of this Resolution. The allpcation of costs among rate groups shall be determined by a
cost of service study.

1.

Form last revised on 7/17/06 8

Marginal Cost of Service Study. A marginal cost of service study shall be

filed with the next rate proposal. This study shall be the primary basis for
allocating the cost of providing electric service to the rate groups.

Average Embedded Cost of Service Study. The City Council shall oversee the

preparation of an average embedded cost study using data from the rate
proposal for 2007 and 2008 rates submitted by the City Light Department. All
materials necessary for this study to be performed by a Council funded

consultant shall be provided by the City Light Department in a timely manner.
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After reviewing the results of the average embedded cost study, the City
Council will determine whether the City Light Department should use this -

method in the future.

. Gradualism Adjustments. If a change in the cost of service allocation results

in rates that would cause extreme impacts on a particular rate group, a method

~ of mitigating the rate impact may be considered and implemented.

. Conservation Expense. Conservation expenditures shall be allocated to all

rate groups.

. Rate Assistance Expense. The costs of rate assistance shall be allocated to all

rate groups.

. Bonneville Power Administration Rates. Bonneville Power Administration

rate increases and decreases shall be passed through to customers

'administratively as described in Section 5 of Resolution 30428.

. New Network Service. Prior to the date of the submission of the next rate

proposal or the expenditure of City Light Department funds for the design of
new network service, whichever comes first, the City Light Department shall

develop estimated rates and charges for new network service that reflect the

- potential full cost of this service. The City Light Department shall propose,

for City Council consideration, network rates, surcharges, other charges,
assessments, and/or contributions in aid of contribution, and the anticipated

cost recovery period. Such proposal shall recover the cost of (i) planning,

Form last revised on 7/17/06 - 9
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. First Hill and University District Study. No later than the date of submission

‘recommendation on whether the existing network service rates should be

- residential and small business customers located in First Hill, the University

engineering, and design work, (ii) constructing an underground distribution
system and a new substation if required, and (iii) equipment necessary for
network service. Other charges, for ekample, increasing the power factor rate
shall also be considered when these will better reflect tI;e costs that network
service customers impose on the electric system. The City Light Department
may also consider creation of a Local Improvement District to finance all or
part of the network improvements, including construction of a new substation
and an underground distribution s&stem. In its network rate proposal, the City
Light Department shall analyze the impact of load growth and costs associated
with residential and small businéss customers located within a network service

arca.

of the next rate proposal, the City Light Department shall conduct a study of

the First Hill and University District network areas and submit a

applied to those areas. The City Light Department shall also conduct an

analysis of the impact of load growth and costs associated with serving

District, and the existing Downtown network. The results of this analysis

shall be presented with the next rate proposal along with a recommendation onj
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whether residential and small business customers in any of these three network

\

areas should be charged network rates.

. Interruptible Rates. The City Light Department may propose an interruptible

rate at any time.- However, any such proposal must (i) be based on the cost of
service, (ii) provide demonstrated benefits for both the customer and other
City Light Department ratepayers, (iii) be based on actual interruption of the

customer, and (iv) be voluntary on the customer’s part.

D. Rate Design Policies

The Rate Design Study shall be based on the following principles:

1. Ascending Energy Blocks. Rates should be designed on the basis of

. |
ascending charges for amounts, or blocks, of energy, where blocks are

feasible.

. Demand Charges. Rates with demand components should not contain

declining demand charges.

. Residential First Block. The first block of electricity for the essential needs of

residential customers should be priced below the average cost of service to
those customers. Essential needs include the electricity used by a typical

residential customer for cooking, refrigeration, and lighting.

. Discounts. Discounts shall be provided to customers with customer-owned

transformers and to customers who are metered before transformation.

Form last revised on 7/17/06 11
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5. Time-of-Use and Seasonal Rates. The City Light Department shall investigate
‘cost-effective real time, time-of-usé, and éeasonal differentiation optiqns
where they can be implemented.

6. Fixed Charge. The City Light Department shall consider setting a fixed
charge for all rate classes to stabilize revenues and bills taking into accéunt
other rate eleménts, 4but at a level that sends the appropriate price signals to

customers.

7. Low Income Customer Costs. The impacts of the costs of electricity shall
continue to be mitigated for the City Light Department’s low income
* customers.

8. Contract Demand. In order to balance demand and energy price signals, the

City Light Department shall propose a contract demand charge for large and
high demand general service customers to send price signals to customers with|
. ) v

new or expanded service requests that will encourage those customers to

manage their loads.

Form last revised on 7/17/06 12
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Fection 5. Resolution 30685 Superseded
Resolution 30685 is hereby superseded and will have no further force or effect.
Adopted by the City Council the 0" day of Novemion \9@\&% 2006, and signed by me in

open session in authentication of its adoptlon this 2 0% day of (o oe,m):w) 2006.

Président of ¥he City Council

Filed by me this JO day ofw , 2006.

(Seal)

Form last revised on 7/17/06 13
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FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: - Contact Person/Phone: DOF Analyst/Phone:
| Legislative | Carol Butler 684-2580 [

Legislation Title: A Resolution adopting long-term rate setting objectives and electric rate
policies for the City Light Department. '

¢ Summary of the Legislation:
This Resolution supersedes policies established by a previous rate resolution (Resolution
30685) adopted in 2004. ' '

e Background: (Include brief description of the purpose and context of legislation and
include record of previous legislation and funding history, if applicable):
The City Council will authorize new rates in C.B. 115751 that will be effective January
1,2007. This resolution will reaffirms some policies, refines others, and adds new
objectives that supersede those in Resolution 30685 which was adopted in 2004. Major -
new initiatives include conducting a study of the networks in the First Hill and University
area in order for City Light to determine whether to recommend implementation of a
network rate for these areas, performing an average embedded cost study before the next
rate proposal, and reviewing the policy of exempting residential and small business
customers from network rates.

Portions of this new resolution will also inform customers, the Mayor, and City Light of
documentation, actions, and analysis that the Council requests prior to considering future
rates and or a future rate proposal. This resolution also includes Council
recommendations on revisions to the rate process and reaffirms the importance of a Rates
Advisory Committee (RAC), as well as the role the RAC should play in developing rates.

e Please check one of the following:

X This legislation does not have any financial implications. (Stop here and delete the
remainder of this document prior to saving and printing.)
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Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office malntalned at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a
CT:30933 RESOLUTION
was published on

12/04/06

The amount of the fee charged for the foregoing publication is the sum of $ 579.60, which amount
has been paid in full.
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Notary public for the $fate of Washington, |V
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C. Rate Design

In the third atep of the rate review pro-
cess, rate schedules are designed to recover
the revenues from each rate group as deter-
mined by the cost allocation procedure. In
designing rates for each group, the structure,
components, and the relationship of the com-

nents of each rate are determined. A Rate

esign Report is prepared by the City Light
Department, which includes recommenda-
tions on the rate design for each rate group
and documentation of where the proposed
rate design departs from cost-based rates.

Section 3. [nformation to Customers and
Partiipation in the Rate B

Consistent with previous resolutions,
establishing the general policy of the City
of Seattle governing the provision of public
information and opportunities for citizen
participation in the City’s decision-making

rocess, the City Council adopts the follow-
ing policy for provision of information to cus-
tomers and opportunities for participation by
City Light ratepayera. Ta ensure citizen par-
ticipation, City Light shall seek input from
multiple ratepayer sources. One mechanism
for citizen participation shall be a Rates
Advisory Committee. The Rates Advisory
Committee shall review and make recom-
mendations to the City Light Superintendent
the Mayor, and the City Council on issue¢
asgociated with the rate review. Pursuani
to the PURPA Information to Consumert
Standard, as adopted by Ordinance 108461
and revised in Ordinance 111528, the City
Light Department shall comply with the poli
cies and procedures listed below:

A. Summary of Existing Rate Schedules

The City Light Department ghall transmi
to each of its customers a clear and concis
summary of existing electric rate schedule
applicable to each of the major rate groups.

B. Explanation of Proposed Rat
Schedules

The City Light Department shall tranami
to its customers a clear and concise explans
tion of the first set of proposed rate schedule
submitted by the Mayor to the City Counci’
The explanation shall be communicated n
\ater than sixty days after the Mayor submit
hig/her initial set of rate schedule proposal
to the City Council.

In addition, at least one other time du
ing the rate review process, the City Ligi
Department shall transmit to its customers
clear and concise explanation of the relevar
set of rate achedule proposals under consis
eration by the City Council. The explanatic
ahall precede the relevant City Council publ
hearing on said rate schedule proposals.

C. Information on Residential Bills

The City Light Department shall tran
mit, on each of its residential bills, a cle:
and concise statement of the custome.
actual consumption of electricity for the co
responding billing period during the pri
year unless the consumption data are r
reasonably aacertainable by the utility. T
itemized bill shall also clearly and concise
explain the basis upon which the custome
is charged per unit of consumption.

Section 4. Rate Setting Policies

The following electric rate setting polic.
are adopted. These policies are intended
their entirety to strike an appropriate b.
ance among the long range objectives ider
fied in Section 1 of this resolution. These pe
cies are intended to provide overall guidar
for the development, review, and enactm
of new electric rate atructures. However, t
policies may be revised in subsequent elect
rate reviews and/or as a result of the wr
performed pursuant to the studies and ane
ses prepared for the next rate review.

A. Rate Proposal

City Light Department shall submi
rate proposal for City Council review ev.
two years. The proposed retail Rever
Requirements Analyaia and a flow of fu.
statement ahall be submitted with the ¢

sed budget for the following two years."
ost of Service and Cost Allocation Rep
and the Rate Design Report shall be s
mitted no later than thirty days follow
submission of the Revenue Requireme
. Analysia. In order to be considered by the (

Council, the Revenue Requirements Anal:
must also include all supporting informat
needed or requested by the City Cou.
or it will be deemed incomplete and no'
reviewed. Assuming all required docur
tation has been received, the City Count
review of the rate proposal will commenc.
later than sixty days after the budget rev
concludes with a goal of reaching a decit
no later than ninety days following the s.
of the review. The rate proposal submi
to the City Council shall also include a s.
mary of the recommendations from the R
Advisory Committee described in Sectit
and a table showing all proposed change
assumptions and methodology from ther
rate proposal.

B. Financial Policies

The City Light Department’s reve:
from electric rates shall be sufficient tor
the following financial policies establishe
Resolution 30761. These policies shall s
as the basia for developing the City L
.Department’s revenue requirement at
gia, unless modified by subsequent Co
action.




1. i ideline. It is the poli-
cy of the City of Seattle to set electric rates
at levels which will ensure that net reve.
hue available to fund capital requirements
in each calendar year will be positive with
a probability of at least 95%, taking into
account the variability of cagh flows regult-
ing from the uncertainty of water conditions,
market prices, and 8ystem load. For purposes
of implementing this financial policy, net rev-
enue available to fund capital requirements ig
defined as the amount of revenue remaining
after payment of operating and maintenance
costs, principal and interest on outstand-
ing debt, taxes, all other current obligations
and deposits to the Contingency Reserve
Account described below. It ig also the policy
of the City of Seattle that rates shall be set
-0 ensure that the first and second lien debt
shall achieve a debt coverage ratio of 2.0,

2. A
Sontingency Reserve Account in the amount
£ $25 million will be maintained in the Light
*und. Funde in the Contingency Reserve
xccount may be used to cover current obli-
ations in any year in which the amount of
€t revenue available to fund capital require.
1ents is not positive. Within two years of the
rithdrawal of funds from the Account, avail-
ble net revenues shall be deposited in the
ccount until the targeted balance of $25
iillion is restored.

3. Operating Cagh Balance. In addi-

on to funds in the Contingency Reserve
ccount, the City Light Department shall
‘aintain sufficient operating cash balances

the Light Fund to absorb fluctuations in
< operating cash flow. In jtg rate propos-
8, the City Light Depaytment shal target
minimum month-end operating cash bal-
ce of $30 million, -

4. tQ- italizatj io, The City
fht Department shall set rates to achieve
ebt-to-capitalization ratio of 60% by year
d2010. Tge debt-to-capitalization ratio is
- total amount of debt outstanding divided
the sum of the accumulated. equity and
St outstanding.

The cost allocation methodology used by
City Liﬁht Department shall aﬁ’)cate the
y Light Department’s energy, demand, and
tomer costs amon, customer groups in a
nner that is equitable and congistent with
long-range objectives listed in Section 1 of
- Resolution. The allocation of costs amo;
- 8roups shall be determined by a cost of
rice study. .

L i Amar-
1 cost of service study shall be filed with
hext rate proposal. %hie study shall be
primary basis for allocating the cost of
“iding electric service to the rate groups,

AveraEe Embedded Cost of Service
ly. The City Council shall oversee the
aration of an average embedded cogt
y using data from the rate proposal for
’ and 2008 rates submitted by the City
t Department. All materials necessar:
his study to be performed by a Couneil
ed consultant shall be'provided by the
Light Department in g timely man.
After reviewing the results of the aver-
:mbedded cost study, the City Council
determine whether the City Light
rtment should use this method in the
e.

Gradualism Adjustments. If a change

2 cost of service allocation results in
that would cauge extreme impacts on
ticular rate group, a method of mitigat-
1e rate impact may be considered and
mented. -

Congervation Expense. Conservation

ditures shall be allocated to all rate
3 i

. Ll
Rate Assistance Expense. The costs of
ssistance shall be allocated to all rate
LI e

Vv,
. Bonneville Power “Administration
:reases and decreages shall be pédsed
h to customers ndministmtively a8
sed in Section 5 of Resolution 30428,

‘ew Network Service. Prior to the date
3ubmission of the next rate proposal
‘xpenditure of City Light Department
for the design of new network ger-
hichever comes first, the City Light
ment ghall develop estimated rates
argea for new network service that
the potential full cost of this service.
y Light Department shall propose, for
»uncil consideration, network rateg,
ges, other charges, agsessments, and/
‘tbutions in aid of contribution, and
icig:ted cost recovery period. Such
1 shall recover the cost o (1) planning,
ring, and design work, (i) construct-
nderground distribution gystem and
ibstation if required, and (iii) equip-
cessary for network service, Other
for example, increasing the power
ate shall also be considered when
11 better reflect the costs that net-
‘vice customers impose on the elec-
:m. The City Light Department may
ider creation of a LocaFImpmvement
to'finance all or part of the network
nents, including construction of a
itation and an underground distri-
‘atem. In its network rate proposal,
ight Department ghal] analyze the
f load growth and costs asgociated
dential and small buginess custom-
d within a network service area.



8. First Hill and University District
Study. No later than the date of submis-
sion of the next rate proposal, the City Light
DEFartment ghall conduct a study of the First
Hill and University District network areas
and submit a recommendation on whether
the existing network service rates should
be applied to those areas. The City Light
Department shall also conduct an analysi.
of the impact of load growth and costs asso
ciated with serving residential and small
business customers located in Firet Hill
the University District, and the existing
Downtown network. The results of this anal
ysig shall be presented with the next ratc
proposal along with a recommendation oi
whether residential and small business cus
tomers in any of these three network area:
should be charged network rates.

9. Interruptible Rates. The City Ligh
Department may propose an interruptibl’
rate at any time. However, any such propog
al must (i) be based on the cost of service, (i1
provide demonstrated benefits for both th
customer and other City Light Departmen
ratepayers, (iii) be based on actual interrup
tion of the customer, and (iv) be voluntary o’
the customer’s part.

D. Rate Design Rolicies

The Rate Design Study shall be based o
the following principles:

1. Ascending Energy Blocks. Rates shoul
be designed on the basis of ascending chars
e for amounts, or blocks, of energy, whei
blocks are feasible.

2. Demand Charges. Rates with demar
components should not contain declinir
demand charges.

3. Residential First Block, The firat bloc
of electricity for the essential needs of re¢
dential customers should be priced below ti
average cost of service to those custome:
Eassential needs include the electricity us:
by a typical residential customer for cookin
refrigeration, and lighting.

4. Discounts. Discounts shall be provi
ed to customers with customer-owned trar
formers and to customers who are meter
before transformation.

5. Time-of-Use and Seasonal Rates. T
City Light Department shall investigate cc
effective real time, time-of-use, and seasc
al differentiation options where they can
implemented.

6. Fixed Charge. The City Li:
Department shall consider setting a fix
charge for all rate classes to stabilize re
nues and bills taking into account other r:
elements, but at a level that sends the apyp
priate price signals to customers.

7. Low_Income Customer Costs. T
impacts of the costs of electricity shall ¢
tinue to be mitigated for the City Li
Department’s low income customers.

8. Contract Demand, In order to bala
demand and energy price signals, the €
Light Department shall propose a contr
demand charge for large and high dem:¢
genera) service customers to gend price -
nals to customers with new or expanded
vice requests that will encourage those ¢
tomers to manage their loads.

Section 5. Resolution 30685 Supersec

Resolution 30685 is hereby superse
and will have no further force or effect.

Adopted by the City Council the 20th
of November, 2006, and signed by me in ¢

gegsion in authentication of it adoption
20th day of November, 2006.

Nick Licata

President of the City Council
" Filed by me this 27th day of Nover
2006.

(Seal) dudith Pippin
City Clerk

Publication ordered by JUDITH PIP
City Clerk
Date of publication in the Seattle I
Journal of Commerce, December 4, 200
12/4(20F




