
Key Recommendations 

The study off ered 17 recommendations related to 
staffi  ng and labor productivity that would signifi cantly 
benefi t LADWP. The recommendations are grouped 
into four areas:

• Enhancing the Core Utility
• Enabling Modernization
• Evolving Management
• Monitoring Progress 

While all 17 recommendations are considered necessary, 
LADWP will focus initially on fi ve key recommendations: 

1. Power Distribution (Enhancing the Core Utility)

The study highlighted the need for a deeper review 
of Power Distribution to improve performance and 
cost eff ectiveness. Benchmarking shows LADWP is 
performing in the 4th quartile for Power Distribution 
O&M expenses, but that staff  resources and hiring are 
insuffi  cient to keep up with competing needs (outage 
response, capital replacement and modernization, and 
new business). Multiple priorities are requiring the same 
skilled employees. LADWP is also lagging behind our 
peers in terms of system automation, which is critical 
for modernizing the utility.

LADWP’s Next Steps: Conduct a deeper review to 
focus on multiple priorities that require the same skilled 
employees. Address the plans, people, and execution to 
improve this function.

2. Human Resources (Enabling Modernization)

Recruiting and retaining talented staff  may be the most 
important strategic issue, since LADWP will need to 
do signifi cant incremental hiring to meet its business 
goals and modernize our systems and services. The 
report recommends a deeper review to redesign key 
HR processes, and to consider consolidating some 
HR functions. LADWP also needs to improve how we 
interface with City Personnel. 

LADWP’s Next Steps: Evaluate short-run initiatives 
within LADWP that better support hiring and staffi  ng. 
Address potential missing utility expertise in specialty 
skills, such as IT expertise.  Create partnership with 
City Personnel to address hiring challenges that are 
controlled by the civil service process.

3. Information Technology (Enabling Modernization)

IT is a key function that underpins all of our 
modernization eff orts. IT total costs and staffi  ng are 
below the median compared to utility peers. This is an 
area for greater focus and investment to achieve goals 
across the Department. 

LADWP’s Next Steps: The study’s fi ndings suggest IT is 
under-resourced. LADWP will use the study’s fi ndings 

to support the current three-year IT roadmap to help 
guide funding, opportunities, and modernization. 

4. Management Alignment and Development 

(Evolving Management)

The study recommends that LADWP improve and 
evolve senior and middle management to better 
manage a complex and very large organization. Among 
the major issues are historic turnover of general 
managers, siloes, and a need to strengthen and support 
middle and lower level managers.

LADWP’s Next Steps: With a new general manager 
and executive team, there exists a good opportunity 
to build a higher functioning senior management 
team, aligned with LADWP’s priorities and actions for 
modernization. Recommended actions also include 
reinvigorating middle and fi rst-line management, and 
building stronger management teams to enhance 
collaboration.

5. Management Value Proposition (Evolving 

Management)

The study recommends LADWP work to attract and 
retain managers at all levels. LADWP’s executives have 
a lower base pay and total compensation than those 
at peer utilities, and we are below the median in total 
compensation for managers. There are also diminished 
incentives for employees to advance and develop as 
managers, and a lack of incentives to attract and retain 
talented executives. 

LADWP’s Next Steps: Develop and implement a 
new value proposition for executives and all levels 
of management – address roles and responsibilities, 
career progression, and total compensation (including 
base compensation, appropriate incentives and 
benefi ts).
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Benchmarking
Study Phase 2

Functional Total Cost Study Summary



Introduction

As a municipal utility, LADWP provides reliable and 
aff ordable water and power service to the City of Los 
Angeles’ residents and businesses, while transforming 
its water and power supplies, and meeting City, state 
and federal sustainability objectives. 

LADWP is 100% funded by the revenue we collect 
from our customers and continuously strives to deliver 
on our mission and achieve our goals cost-eff ectively. 
To ensure that we do so, we are participating in an 
independent three-phase benchmarking program 
with the Offi  ce of Public Accountability – Ratepayer 
Advocate (RPA) that compares LADWP with peer 
utilities, including both investor-owned utilities (IOUs) 
and publicly owned utilities (POUs), on a wide range of 
performance metrics. 

Completed in 2015, the fi rst phase of the program 
provided a high-level fi nancial benchmarking of 
LADWP’s water and power reliability, operating costs, 
and customer service. Among the fi ndings, LADWP 
had power and water rates that were among the lowest 
compared to its peers, scored very well on power 
and water reliability, and had median total power and 
water operations and maintenance (O&M) expenses. 
Other indicators suggested that more in-depth analysis 
of power distribution operations and maintenance, 
customer service, and total labor costs could be helpful. 

Related to the benchmarking program, the RPA and 
LADWP conducted a Joint Study of Total LADWP 
Compensation in 2017. Based on utility market data 
covering 60% of our employees, LADWP’s total 
compensation ranked about median. Compensation 
was relatively lower than the median, however, for 
higher paid positions. 

Following that study, LADWP and the RPA agreed to 
jointly conduct the second phase of the benchmarking 
program, the Functional Total Cost Study. This phase 
evaluated the total labor, staffi  ng and non-labor costs 
for key functions within the Power and Water Systems 
(capital programs and O&M), Customer Service, Human 
Resources, Information Technology, Purchasing, 
Executive Management and other areas that serve the 
entire Department. 

Prepared by Oliver Wyman for the RPA with the 
support of LADWP, the current benchmarking study 
compared LADWP with 26 public utilities in California 
and large power and water utilities in other states, as 
well as 24 private investor-owned utilities. The utilities 
selected were considered the most comparable to 
LADWP.

Key Findings & Highlights 

• LADWP achieves good results in a unique environment. We are operating a large, complex municipal water  
 and power utility in a city with major challenges, including housing density, record-setting traffi  c congestion,  
 rapid population growth, and strong stakeholder interests. By City Charter, LADWP predominantly uses internal  
 labor to operate, maintain and upgrade water and electric infrastructure.

• LADWP is executing one of the largest infrastructure modernization initiatives in the utility industry, and both  
 Water and Power Systems rank in the top quartile in spending among our peers. High spending in capital  
 programs is viewed positively in the industry as investment in replacing aging infrastructure.

• LADWP has reasonably controlled the growth of power and water O&M expenses over the long-term. The  
 Power System’s total controllable O&M expenses rank at about the median, while the Water System’s O&M  
 expenses are somewhat above the median. 

• In addition, the report noted that LADWP continues to maintain competitive water and power rates,   
 refl ected on customer bills, when compared to California peer utilities.
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Functional Area Findings

Following are highlights from the study’s fi ndings for 
several functional areas. 

Power

• LADWP has one of the most aggressive power  
 capital programs in the industry. Compared to both  
 IOUs and POUs, LADWP’s spending is in the 1st  
 quartile at $735 per electric customer. This refl ects  
 our heavy investment in replacing and transforming  
 our aging infrastructure. 

• LADWP Distribution and Transmission functions  
 are investing to upgrade systems and infrastructure  
 to prepare LADWP for the new smart grid   
 environment. 

• The study found signifi cant opportunities for   
 improvement related to operations    
 and maintenance in Power Distribution. Automation  
 in distribution is seen as crucial to ensuring   
 reliability and managing costs going forward.

• LADWP’s Generation and Resource Planning   
 expenses are below the median; this function   
 supports LADWP’s success in meeting   
 current and future renewable energy    
 requirements and targets. Resource Planning will  
 become increasingly important in coming years as  
 we continue to transform our power supply. 

Water

• The Water System is on a strong path to continue  
 to invest and build for the future. Water’s capital  
 total spending is, and historically has been, near  
 the highest among both IOU and POU   
 peers, refl ecting our continued focus on replacing  
 aging infrastructure. Spending is in the 1st quartile  
 at $665 per water customer.

• There has been aggressive investment in   
 infrastructure; the annual pipe replacement rate has  
 increased by 8% per year, while the annual leak  
 rates have declined by nearly 4% per year in past 10  
 years.

• Operational O&M expenses are high compared to  
 California’s large IOUs, but below the median   
 compared to smaller POUs, refl ecting the   
 uniqueness of our Water System.

• Water has made strides at improving planning (e.g.,  
 action plans), work management and organization,  
 employee development, and employee
 engagement. 

Customer Service and Customer Communications

• LADWP has been working diligently to meet our  
 own, and court-mandated customer service   
 metrics.

• Call answer times have dramatically improved  
 during the period evaluated in the study. 

• LADWP has continued to invest in our branch   
 offi  ces, unlike other utilities, in an eff ort to be part  
 of the local community and be more accessible to  
 our customers.

• Total customer service costs are higher than our  
 peers. Achieving better service may require   
 better use of automation or improving resource  
 management.

• Marketing, energy effi  ciency, conservation, and  
 communications functions support the   
 Department’s goals at a competitive cost.  

Information Technology (IT)

• The report found that IT is “a work in progress”  
 and is supporting LADWP’s goals despite   
 antiquated IT infrastructure. The report found  
 a need for further hiring and more spending.   
 However, recruiting and hiring staff  with specialized  
 expertise is challenging. 

Human Resources (HR)

• Human Resources functions face challenges in  
 providing hiring and retention support to LADWP.   
 This is due in part to issues related to the City of  
 Los Angeles’ civil service structure and personnel 
 policies.  There is a consensus that improving HR  
 processes may be the key to meeting LADWP’s  
 long-term goals, since staffi  ng issues drive   
 performance of our functions.
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