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May 3,2010

The Honorable Paul Krekorian
Councilmember, Second District
200 Spring Street
Room 425
Los Angeles, CA 90012

Dear Mr. Krekorian,

Much has been said about transparency, or lack of it, at the DWP. Council Member Eric Garcetti went as far
as accusing the utility of lying after its attempt at framing the controversial series of rate hikes proposed in
March as a funding source for green energy generation.

Mr. Garcetti may not be far off the mark in his assessment. It was not until the City Council pushed back
that the DWP changed its story, claiming the increases were necessary to protect its credit rating. It makes
one wonder - how long had the DWP known its credit rating was at risk of being downgraded?

There appears to have been no known market swing over the last several months - or longer - to account
for a sudden realization that the ratios the credit rating agencies follow were deteriorating. Since the
internal analysts at the department must monitor the key parameters critical to the debt structure, it follows
that the DWP was aware of a possible danger to its credit rating last December when it proposed the five-
year labor deal, subsequently approved by the Council.

The disclosure of relevant facts when seeking approval for a major financial commitment, such as a
significant labor deal or a rate increase, is not only advisable, it is absolutely necessary. To withhold critical
information, especially adverse information, is gross negligence at best and fraud at worst.

Neighborhood Council Valley Village Board of Directors voted unanimously on April 28 to request that you
introduce a motion authorizing the City Attorney to conduct an independent investigation of what DWP
management knew about possible exposure to a credit downgrade in the months leading up to the labor
deal, and through the date when the rate increase was first proposed.

If such an investigation indicates critical information was withheld from the City Council, appropriate
disciplinary action must be taken against those responsible. The people of our city deserve both
transparency and honesty. Anything less cannot be accepted or tolerated.

Paul Hatfield, CPA
Treasurer
Neighborhood Council Valley Village


