
• Conducted outreach over the past
16+ months on need for additional power
and water investments

• Two-part process included 80+ community
meetings and countless individual briefings

• We solicited our customers' input &
included their priorities in our
recommended plans

• We participated in a review for the first time
with the City's Ratepayer Advocate

• Ratepayer Advocate's reports and
recommendations on Power issued on
August 22



Power Supply 
Replacement 
Program 

, ______ Power Reliability 
Program 

Customer 
Opportunities 
Program 

{ Rebuilding Local Power Plants 
Renewable Energy 
Coal Transition 

Replacing the rapidly aging 
backbone of our electric 
transmission & distribution 
system (poles, cables, 
crossarms, etc) 

Energy Efficiency { - Customer Solar Programs 

Implement Programs While Keeping Rates Competitive for Our Customers 3 

O&M and Capital Spending 

F=Y2o12/13 

Total $1,557 M $1,733 M $1,853 M 
4 



Power Revenue Fund • FY 12/13 

$3,143 Million 

Regular Labor 
lnteresttxpeonse, 

4% 

Depreciation* 
14% 

Purchased eowo" ~~ 
29% 

~ Approx. 33% of depreciation is past labor related costs. 

Benefits 

Non-labor O&M and 
_ottoer (F•B. Property 

Tax, CIAC, etc) 
5% 

2% 

No base rate or Reliability Cost 
Adjustment increase since July 2009. 

No energy or fuel cost adjustment 
since July 2010. 

Regulatory mandates and priority 
programs cannot be completed 
without rate action this year. 

5 
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11 Capital Funding • filii City Transfer Fuel 11 Purchased Power (includes RPS) Wi O&M a EE/OSM 11 Other 

• Capital Funding Includes depreciation, net interest exp<mse, and retained earnings 7 

Power Supply 
Replacement Program 

e Rebuilding Local Power Plants 

• Renewable Energy: 33% by 
2020 

8 Fuellncrease 
--~----~~~--·~ 

e Power Reliability Program 

Customer Opportunity 
Program 

e Energy Efficiency Per Board 
Directive 

8 Local Solar 

Fiscal Year 2013/14 vs. Current Year 



Rate Change Monthly Bill Impacts 

Typical 
High-use 

System single-family Small 
System Avg% residential residential Commercial 

Avg Rate Change* (500 kWh/Month) (1,000 kWh/Month) (1,000 kWh/Month) 

Current Total 12.69¢ $65.79 $134,07 $136.40 

. ' 

$2.08(3:1%) $10.21 (7.2%) $8.56(6.0'/o) 

Tptai2·Year 
Change 1.41¢ 11.1% $3.65 (5.5%) $18.79 (14.0%) $14.95(11,0%) 

Note: Rate shown is System Average Rate. Actual rates vary by customer type and consumption levels. 

LADWP Average Residential Customers Annualized Monthly Power Bill 
Comparing with Neighboring Cities (without Utility User Tax) AoofJ"''"" 

$125 Typical monthly residential b\11 (500 kWh) Proposed% 
Proposed% 

$69.44 Proposed% 
Proposed% Proposed% 12.3% 10.9% 

$100 (Rale with Proposed 
Two Year lncrnaws) 3.0% 2.0% 

$75 

$50 

$25 

$0 

LADWP Pasadena Glendale Burbank SCE San Diego 

Additional $6.58 $6.44 $5.02 $5.15 $4.87 $4.92 
Utility Users -·"-~"~·~-··~- ·-·-~---·-··~·----·-··-·· .. -- -···-~-·--~~·-··~--· -"'···- - -"' ·-- . -· ·-----·-----· 

Tax 10% 7.67% 7% 7% 6% 5.7% 
10 
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Low-Income/Lifeline Discount 
Program: Offsets approximately 
20% of bill for income-qualified 
customers and 30% of bill for 
seniors and disabled customers. 

Refrigerator Exchange Program: 
Provided Energy Star® 
refrigerators to 76,000 low-income 
customers since May 2007. 

Weatherization program to help 
3, 700 low-income customers. More Financial Support Options: 

LADWP will work with any 
customer in making payment 
arrangements. 

Average Rate Changes 
(based on combination of 
demand and energy charges) 

Current Rate (¢/kWI))' 

Medium 
Commercial 

(A2) 

12.~9¢ 

• Affordable Housing Trust Fund 
Assistance for Hearing-Impaired Customers 

• Life-Support Device Discount 
Project Angel (through United Way) 

Large Commercial & 
Industrial 

13 

Large 
Commercial 

(A3) (A3 with High Load Factor) 

12,31¢ 10.80¢ 

······•·•·\'eai 1 f>o~erR~le.change·. 
·.· .· .ts~e.C!iv~.lu~. J, ~01 ~) :·. ·· · • · · <.o .•..• !i ..•. 6 ... ¢. !.s.·.·.3.·.··.'~'< .• •.>.··.·.·· ... ··• )~.~2¢(5,6o/.r · ... · .. ·.:······· o.•·.5 ... o.•'.¢.•.••.(4 •. 6 .. o/o.··.>.< ' ··-· , _ _._·.,- •,-',-} ---·.", _,.< 

Notes: 

Po\'lefRaietlh~nge · 
(Effective Juiy 1, 2913) 

Totai2·Yr Change 

... 

. ·······~·~4¢($.5'/o) 

1.50¢ 
(12.1%) 

•Medium Commercial (A2): 50,000 kWh/MONTH; 175kW; LF 40% 
•large Commercial (A3): 300,000 kWh/MONTH; 1 ,OOOkW; lF 42% 

Q.7~¢(6.0'/o) 

1.40¢ 
(11.4%) 

•Large Commercial & Industrial (A3 with High load Factor): 240,000 kWh/MONTH; 570k.W; LF 80% 

0.65¢ (5.7%) 

1.15¢ 
(10.6%) 

"Total bill excluding tax 

14 



LADWP Pasadena Glendale Burbank Anaheim SCE San Diego 

Additional Utility 
Users Tax 12.5% 7.67% 7% 7% 0% 6% 5.7% 

15 
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Executive Officers 

Jacob Llpa, Chairman 
Psomas 
Brad Cox, Immediate Past 
Chairman 
Trammel! Crow Company 

f.ta&~~~~~~rg, Vloo Chalnnan 

~~~~~::~~~~~~~(:~Ice Chairman, 
Amerk:an Value Partners 

~!Jn~~J!ea~~~'t~tncu 

Chairman's Circle 

Celeste Altlmarl, Haworth 

Javler Angulo, Walmart 

Ellen Serlrowltl:, Manatt, Phelps, Ph!l!lps LLP 

Unda Bernhardt, Greenberg Trnurlg 

Palrlda T. aamy, Health Net,. Inc. 

David CObb, HDR,. Inc. 

Andy Cohen, FA!A, Gensler 

Joaquin OeMooet, Arden Realty 

Kevin Pow, TumerCofl'ltnJctlonCo. 

lohn Ek, Ek &. Ek 

Tom f!Jntort, Kindel Ga11an 

Ml'lindaFrarlklln, UnltedAlr!lnes 

Amy Fmilcl11 Armbruster Goldsmith&. 
Olllvac LLP 

sean Gallagher, K Road !>oWl!!' 

Ron Griffith, CenturyHcatslnp Corporation 

Arno H~rri;, Recurrent Energy 

Mary Hemmlngsen, Brookfield Ren!1Wable 
Power 

carlos llilngworlh, Safcway/Vons 

Oelmrah Ka~~ Cedars-51nal Health System 

Sharon Keyser, Paramount Pictures 

lane! l.amk!n, Bank ot America 

Antonio Manning, J,p, Morgan Cha!ie & Co. 

Mil<e Mar;sey, Natlot>al rrc Corporation 

Allan McArtor, Ahi>U9 Amerleau, Inc. 

George Mll11>1et~, latham & Watkins 

Andrew M~iar, Henool Phelps Construction 
<o. 

Ron Nkhols, lA Dept. of Water & Power 

Kelly Oloon, HMC Architects 

]eny Porter, CresaPattners 

Kevin Ratner, forest City 

Mkh..el R<W!nfeld, Next Century Assodat ... , 

"' 
Dav!d C. Sears, J,p, Mcr;an 

Cllrmel Sella, Wc!lsl'argo Bank 

Sarah !'haw, JMB Reulty Corporatlcn 

Patll Shwayd~r, AIMCO 

Wri 11~mey1 Uni!S:OUI'CO SoluUol'l!l 

Nadine Watt, Watt Comp~nl'l$ 

Mike Wha~cy, SunPower 

Jim Willson, National Electtleal Contra<:tcm 
Asscdatlcn 

Gmfiln Wright, Semprn Enett~v ut!lltl'l$ 

August 27, 2012 

Ron Nichols 
General Manager 
Los Angeles Department of Water and Power 
111 North Hope Street 
Los Angeles, CA 90012 

Dear Ron, 

The Los Angeles Business Council (LABC) has carefully studied LADWP's proposal to raise 
utility rates. We are well aware of the exigent need to increase revenue to pay for much 
needed and overdue improvements to power system to ensure continued reliable 
service. At the same time we understand the LADWP's need to transition away from 
polluting sources of energy like coal due to state and federal mandates to reduce carbon 
emissions and increase renewable energy. 

Given this urgent situation and your noted strides towards responsibly reducing labor costs 
where possible, the LABC supports the LADWP's proposed rate increase with the 
understanding that the Department continues its efforts at transparency and adopts clear 
accountability standards for its operations, maintenance, infrastructure, renewable energy 
and energy efficiency programs. Specifically, we recommend that the Department 
implement an effective cost management process to monitor and audit vital programs 
including conducting business plans for each program, annual performance reviews for 
program staff, regular standardized reports on all program costs and quarterly review of 
the energy efficiency program, the solar feed-in tariff program, and the infrastructure and 
maintenance program. 

We are encouraged by the way the initial LADWP 10 MW pilot for the solar feed-in tariff 
program has been initiated and are looking forward to providing constructive input on the 
final program. We are also encouraged by the LADWP's increased commitment and 
funding for energy efficiency. We recommend that the department look at commonly used 
benchmarking models such as the Total Resource Cost test for evaluating the efficiency 
program's cost-effectiveness and continue to report to City Council on a quarterly basis on 
the efficacy of the solar feed-in tariff program. 

While these rate increases are imperative for the continued health of the LADWP's 
systems and reliability, equally imperative is the implementation of these clean energy 
programs in a manner that is affordable and accountable to the rate-payer. 

LABC commends LADWP for its commitment to transparency and collaboration as it moves 
to achieve its numerous goals and meet its challenges. For these reasons, and given the 
conditions we present above, we support the proposed power rate increase. 

Thank you, 

l\1\ ~ \ 
Mary Leslie, President 
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September 11, 2012 

Los Angeles City Council 
City Hall, Room 395 
200 N. Spring Street 
Los Angeles, CA 90012 

RE: SUPPORT- Proposed Los Angeles Department of Water and Power (LADWP) 
Power Rate Increases 

To the Honorable Los Angeles City Council: 

Established in 1924, Central City Association (CCA) is L.A.'s premier business advocacy 
association whose 450 members employ over 350,000 people in the Los Angeles region. 
We submit this letter in response to the proposed 2012 LADWP Power Rate Increases, 
tentatively scheduled to be considered by the Los Angeles City Council on September 25, 
2012. 

LADWP General Manager Ron Nichols and his staff have been incredibly generous wi.th 
their time and expertise during this process, and we Would like to commend them for 
bringing this important issue to our attention at an early stage. Transparency at LADWP 
has improved greatly under Mr. Nichols' tenure, and we appreciate our working partnership 
with him. CCA represents the largest property owners in Los Angeles and modest rate 
increases equate to millions of dollars in increased costs for our members. As the business 
community's steward on water and poWer issues, we are tasked with finding that delicate 
balance between managing the financial hardship that rate increases impose, and also 
giving LADWP the means to continue providing quality services to our communities. 

We recognize that without sufficient funding to upgrade LADWP's aging power system, 
the department's ability to service its 1.4 million total customers may be compromised. 
State and federal mandates and the continuing need for infrastructure replacement 
accelerate the need for upgrades and repair. Unfortunately, this cannot happen without rate 
action this year. The city must take the appropriate steps, as difficult as they may be, to 
allow LADWP to continue on its positive track toward cost reduction, service 
improvements, and transparency. 

Current rates cannot support the investment needed to improve LADWP's power system 
infrastructure. Despite the significant costs the increase will impose on CCA 's members, 
this is necessary in order for LADWP to maintain a.nd improve the level of service that 
LA. residents require. Please feel free to contact CCA's Senior Director of Legislative & 
Legal Affairs, Anh Nguyen, at 213.624-1213 for furth.er discussion or any questions you 
may have. Thank you for your consideration. 

Sincerely, 

~~· 
Carol :.:~hln{ 
President & CEO 
Central City Association of Los Angeles 



Los Angeles Area 
Chamber of Commerce 

September 19, 2012 

Los Angeles City Council 
200 North Spring St. 
Los Angeles, CA 90012 

Re: Support for Los Angeles Department of Water and Power's Proposed Incremental Electric Rate 
Ordinance 

Honorable Members of the Los Angeles City Council, 

On behalf of the Los Angeles Area Chamber of Commerce and our 1,600 member orgauizations, I am 
writing to express support for the Los Angeles Departmeut of Water and Power's (LADWP) Proposed 
Incremental Electric Rate Ordinauce, which is scheduled to be considered by the Energy & Environmental 
Committee on Wednesday, September 19, 2012. 

The Los Angeles Area Chamber of Commerce has carefully reviewed the LADWP' s proposal, aud we agree 
with the City's Rate Payer Advocate that the LADWP needs to generate additional revenue over the next 
two years in order to: 

• 
• 

Comply with maudated Federal aud State regulations aud related deadlines; .. 

Replace/upgrade rapidly aging infrastructure; aud 

• Enhance conservation pricing signals aud simplify the rate struct\lfe . 

It is not auy easy call for a business organization to suppo!f an incre~e ig rilte~H1lfin~ Wis.#!lgile economic 
climate. However, we believe the proposed rates are st~yctured ina m~erW~t!llil1illJ.ize the impact on the 
business community, while providing LADWP with adequate revern.tet() S\lppprtthe infrastructure necessary 
to ensure Los Angeles continues to meet our utility ~oals. Further\1lor(.l, \¥~believe that without the 
additional $328.4 million in revenue, the LAD\\'P) ability topt<JXidesaf"and reliable power to Los 
Angeles businesses aud residents would be compromised,jeo~%(ii:1:1J!g;tre City's ongoing econorpJs , · ..•• • 
recovery. Therefore, we encourage the Los Angeles City Councilto.aclppt LADWP's Propos"d Qrdina.nc". 

Finally, I would like to commend LADWP General MauagerRonNid~qls and his staffforhe!ngtr~sparent 
aud forthcoming with the business commtmitypiroughout tl:leifdecisiq~-lllaldngprocess. The LADWP's 
transparency has significautly improved underl:lis tenure au<) :l'le enc0ura~e hiln, the LADWP Board of 
Commissioners, and the Los Angeles City Council to continue)ookingfor ways to improve the agency's 
transparency aud efficiency moving forwal:d •. 

If you have any questions, please contact Frall.kLopez at 213.5SQ.7$J3 or flopez@lachamber.col11. 

Sincerely, 

Gary Toebben 
President & CEO 

. . 
350 S. Bixel St. I Los Angeles, CA9.Q017IP:213.580.7500jF: 213.580.7!511f.www.lacham!Jer.com 



Council MemberJose t-~ulzar 
Los Angeles City Coimcil 

( 

200 N. Spring Street, Room 465 
Los Angeles, CA 90012 

RE: Support for LADWP Electricity Rate Proposal 

Dear Council Member Huizar: 

( 

Enhancing value in commercial real estate 
through advocacy, education and networking. 

September 21, 2012 

On behalf of SOMA of Greater Los Angeles, we wish to indicate our support for the LADWP electric rate Increase. 
The Building Owners and Managers Assocl!ltion of Gr~ater LA represents over 75 mll!ipn square feet of office 
space In the City and our members house over 250,000 workers, building staff and guests each day, 

Having reviewed the LADWP proposal and report of the Ratepayer Advocate, we believe the approach outlined Is 
reasonable and focused on ensuring system reliability, meeting state environment!! I mandates Including renewable 
energy sources, and providing opportunities for building owners to continue to decrease their energy demand. 
BOMA members have led the way In Investing In systems and procedures that cut their energy cost, and many 
have joined the City of L.A. Better Buildings Challenge. Yet more needs to be done, especially In older, Slllaller 
buildings. 

We are concerned however, about the effect of the rate hike on the tenants In commercial buildings. The 
~atepayer Advocate has Identified areas In which the Department should continue to seek efficiencies and cap 
costs. 

first, whHe labor costs are not a large percentage of overall department costs, they should be watched closely in 
the next two years. Where appropriate, the Department should consider contracting out to keep costs down. 
Additionally, selling excess electricity back onto the grid should be pursued, as It could offset some of the .rate 
lncrease.s to customers. 

While rising electricity costs are difficult In this economy, we applaud the measured approach recommended by 
the LADWP. Maintaining our power system and encouraging energy efficiency are crucial to the future oflos 
Angeles. 

With regards, 

Martha Cox,Nitlkman 
Senior Director for Public PoliCY 

700Sputh flpwer Street, Suite 1408 • Los Angeles, California 90017 • Ph: (213) 629-2662 • Fax: (213) 624·1031 • www.bomagla.org 



Los Angeles ~Department of Water and Power 

STATEMENT REGARDING PA CONSULTING'S 
REVIEW OF 13 LADWP JOB CLASSIFICATION SALARIES 

September 14, 2012 

In a recent report on the Los Angeles Department of Water and Power's proposed power system rate 

action and rate restructuring request, PA Consulting recommended areas they believed LADWP could 

potentially reduce costs in future years, beyond the immediate two-year rate review period. 

As part of that effort, PA reviewed 13 LADWP salary classifications, or approximately 3% of the total 

classifications utilized at the Department, and compared those salaries to salaries of similar 

classifications at other utilities. PAused salary data from 2007 as the basis for their analysis and a 

proprietary database, about which LADWP has been provided no supporting information. As such, 

LADWP has not verified the accuracy of PA's findings. However, we know that some differences in 

salaries between LADWP and other utilities can and do exist. Determining the extent to which 

disparities exist is very difficult to determine due to inherent limitations in the ability to accurately 

compare salaries between different employers with different job classes, duties and negotiated wages, 

in different cities with different costs of living, among other factors. For example, even with PA's 

resources, they were only able to analyze a small fraction of LADWP job classifications and based their 

conclusions on that limited data. 

Employee salary and overall labor costs are issues that LADWP agrees should be part of our efforts to 

control costs and identify additional savings and efficiencies. These issues will of course be discussed in 

future labor negotiations as labor contracts near expiraton; however, as PA notes, LADWP does not set 

salaries unilaterally. 

The potential savings from any labor cost cutting effort must also be kept in perspective. LADWP has 

undertaken significant cost cuts, as the PA report also recognized. LADWP is absolutely committed to 

identifying further cost cuts and will work collaboratively with the City to do so. However, we caution 

against overstating or believing that labor or operating cuts would significantly reduce the need for the 

additional rate increases that will be required beyond the next two years. Unlike City General Fund 

supported departments which are typically comprised of over 90 percent labor, the LADWP's total labor 

budget, including salaries, overtime, pensions and benefits is only approximately 25% of its total budget. 

Given this, even if the scenario for labor savings set forth by PA and the Ratepayer Advocate were 

achieved, by their own analysis, it would reduce future rate increases by approximately 1%-2%, and 

those one-time savings would take many years to realize. While this level of savings is important, and 

we need to actively pursue savings where they are achievable, it must be understood in the context of 

the overall long-range cost drivers in water and power, which are largely driven by legal mandates with 

major new capital project obligations that reach into billions of dollars. 

### 
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Legal Mandates and Aging Infrastructure 

Drive Need for LADWP Electric Rate Increase 

• Key drivers of the power rate increase include investments needed to: 

o keep LADWP on track to meet 33% renewable energy by 2020; 

o stay on schedule with State of California requirements to eliminate the use of ocean water 

cooling at its coastal power plants; and 

o ramp up investments in energy efficiency over the next two years to put the Department on 

the path to achieving at a minimum, the required 10% reduction in electricity use by 2020. 

These efforts, among others, will position LADWP to transition out of coal generation when current 

contracts for coal power expire, or sooner. 

• The rate increases will also provide needed investments in replacing or repairing aging power 

distribution infrastructure. This increase will allow the Department to make a significant investment 

in reducing the current backlog of repairs to maintain power. 

• The table below shows the two-year, average system-wide rate change and the monthly bill impact 

on residential and small commercial customers. 

f'ow~rRate 
Change 
(EffeCtive July 1, 2013) 

Total2-Year 
Change 

Rate Change 
,------~ 

1.41¢ 

System 
Avg% 

4.9% 

6.0% 

11.1% 

r­
Typlcal 

residential 

$2;08 (3:1%) 

$3.65 (5.5%) 

Monthly Bill Impacts 

Small 
High-use 

single-family 
residential Commercial 

$10.21 (7;2%) $8.5.6 (s.o'~l 

$18.79 (14,0%) $14.95(11.0%) 

For more detailed information and to use the lADWP's online rates calculator, please visit 

www.ladwp.com/rates. 

• The proposed 5% water rate increase that would have taken effect in July 2013 has been deferred to 

allow time for the city's independent ratepayer advocate, Dr. Fred Pickel, to further analyze 

proposed changes in the water rate structure and capital program. 
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