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A greenbelt and 
a whole lot more

,i *The Alaska State Senate has an unusual chance to 
help Anchorage create the Eagle River greenbelt, add to 
•the local tax base and spur downtown development — 
all without spending a. dime.

How? By approving a state land swap with Eklutna ! 
Inc., the Anchorage-area Native corporation. The trade, 1 
•approved this week by the House, r,ives the state some 
;3,500 acres along Eagle River for a greenbelt. The land 
becomes part of Chugach State Park as part of the deal. 
;In return, Eklutna would get the two vacant downtown 
blocks where the Sheffield administration once planned 
lo  build a state office building.
; This land trade is a once-in-a-lifetime opportunity for 
Anchorage. With the greenbelt, local residents will have 
a state park that runs from the heart of the city deep 
into mountain wilderness. The two state-owned blocks 
downtown will go back on the local tax rolls. Putting 
those vacant lots back in private hands makes it more 
likely they will be developed, and in an area of 
downtown that would benefit from such development, 
i Eklutna Inc. comes out ahead, too. Downtown lands 
■will be easier to develop than the Native corporation’s 
greenbelt holdings.

The deal also helps the state settle a land debt with 
’the city. Under a 1978 law, the state owes the city 
thousands of acres of land. The Knowles administration 
has agreed to credit the greenbelt acreage toward the 
land it is entitled to claim.

With all those benefits, small wonder the trade 
passed the state House with flying colors. But it won’t 
take effect until the Senate signs off, too. In the rush to 
adjourn, senators should make sure this good deal 
doesn’t fall through the cracks. j
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*riE E A G L E  R I V E R  G R E E N B E L T  L A N D  E X C H A N G E  ( A D L  2 2 3 1 7 5 )

..ary E x c h a n g e  A g r e e m e n t  

^.ted b y  E k l u t n a ,  I n c  a n d  t h e  S t a t e  o n  8 / 1 3 / 8 5  

p r o p o s e d  e x c h a n g e  o f  a l l  o r  p a r t  o f  B l o c k  1 1 2 a  f o r  a n  E R G B  a n d  T - h i r d  
F a l l s  p a r k i n g  l o t

A p p r a i s a l

- a p p r o v e d  o n  1 / 1 6 / 8 7

- p e r f o r m e d  b y  B l a c k - S m i t h  a n d  R i c h a r d s ,  I n c .
- V a l u e s :

- B l o c k  1 1 2 a :  $ 8 , 6 0 0 , 0 0 0  

- E R G B :  $ 9 , 1 0 3 , 3 0 0  T o t a l  

- T - b i r d  f a l l s  p a r k i n g  l o t :  $ 3 1 , 3 0 0  

- # 1 .  R o o p  R o a d :  $ 7 3 , 0 0 0

— tt 2. S o u t h  F o r k  g r e e n b e l t :  $ 7 2 ,  0 0 0  

- # ^ .  V i e w s h e d :  $ 2 2 0 , 0 0 0  

- t M . V i e w s h e d :  $ 1 1 0 , 0 0 0

P r e l i m i n a r y  a g r e e m e n t

- S t a t e  w i l l  a c q u i r e  E R G B ,  i n c l u d i n g  P a r c e l s  #1 a n d  2, a n d  T - b i r d  
F a l l s ;  a n d  1 y e a r  o p t i o n  o n  #3 & 4.

- E k l u t n a  w i l l  a c q u i r e  B l o c k  1 1 2 a ,  a n d  $ 1 7 3 , 3 0 0  in c a s h .

S t a t u s  o f  $ 1 , 0 0 0 , 0 0 0  a p p r o p r i a t i o n

- $ 1 , 0 0 0 , 0 0 0  a p p r o p r i a t e d  f o r  a c q u i s i t i o n  o f  E R G B

6 5 0 . 0 0 0  r e s t r i c t e d  b y  G o v  S h e f f i e l d

3 5 0 . 0 0 0  r e m a i n d e r

2 3 . 0 0 0  a p p r a i s a l  f o r  E R G B

1 0 . 0 0 0  a p p r a i s a l  f o r  G r o s s  w a t e r f a l l s  

1 7 3 , 3 0 0  c a s h  n e e d e d  to p u r c h a s e  T - b i r d e  F a l l s ,  a n d  #1 a n d  2 

1 4 3 , 7 0 0  n e e d e d  f o r  s u r v e y  o f  E R G B  f o r  c o n v e y a n c e --------------

- R e l e a s e  o f  t h e  $ 6 5 0 , 0 0 0  w o u l d  a l l o w  p u r c h a s e  o f  v i e w s h e d s  #3 a n d  4, 

s u r v e y  o f  s a m e ,  a n d  n e g o t i a t i o n s  t o  p r o c e e d  o n  w a t e r f a l l  p r o p e r t i e s

- M u s t  r e a l i z e  t h a t  r e v e n u e  p r o j e c t i o n s  a r e  g l o o m y  a n d  t h e  r e l e a s e  o f  t h i s  

m o n e y  m i g h t  n o t  r a n k  h i g h  a g a i n s t  o t h e r  p r i o r i t i e s .

S c h e d u l e

- P u b l i c  h e a r i n g s  2 / 1 8  7 : 0 0  a t  E a g l e  R i v e r  L i b r a r y ,  C h u g i a k  C C S  B u i l d i n g ,  

a n d  L o u s s a c  L i b r a r y

- R e c o r d  r e m a i n s  o p e n  u n t i l  3 / 4

- I f  f i n a l  n e g o t i a t i o n s  a r e  s u c c e s s f u l ,  b i n d i n g  a g r e e m e n t  w i l l  b e  s i g n e d  

o n  3 / 1 3 .

- L e g i s l a t u r e  m u s t  a f f i r m a t i v e l y  a p p r o v e  t h e  e x c h a n g e  b e c a u s e  s t a t e ' s  a s s e t s  
a r e  m o r e  t h a n  $ 5 , 0 0 0 , 0 0 0 .

L



F r o m :  N R S C S C P  — J D C V M l  
T o :  N A L C M B I  — J D C V M l

D a t e  a n d  t i m e  0 4 / 0 3 / 8 7  1 3 : 1 5 : 3 2

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  
D I V I S I O N  O F  L A N D  & W A T E R  M A N A G E M E N T  

S C R  P L A N N I N G  

S U B J E C T :  T o m  H a w k i n s
U p o n  r e v i e w  o f  H B 2 3 1  a n d  S B 2 2 1 ,  p r o p o s e d  l e g i s l a t i o n  r e l a t i n g  t o  t h e  E a g l e  

R i v e r  G r e e n b e l t ,  A r l a n  h a s  d i s c o v e r e d  a n  e r r o r  i n  t h e  a l i q u o t  p a r t  

d e s c r i p t i o n s :  S e c .  3 i n  b o t h  b i l l s  s h o u l d  r e a d :  A S  4 1 . 2 1 . 1 2 1  (12) is a m e n d e d  

t o  r e a d :
(12) T o w n s h i p  16 N o r t h ,  R a n g e  1 M o s t ,  S e w a r d  M e r i d i a n

S e c t i o n  25: N E 1 / 4 S E 1 / 4 S E 1 / 4 , M / 2 S E 1 / 4 S E 1 / 4 S E 1 / 4 , a n d

T r a c t  B, T h u n d e r b i r d  H e i g h t s  S u b d i v i s i o n ,  a s  s h o w n  o n  P l a t  7 7 - 2 2 6 ,

A n c h o r a g e  R e c o r d i n g  D i s t r i c t ,  O c t o b e r  10, 1 9 7 7 .

( t h e  2 n d  a l i q u o t  p a r t  d e s c r i p t i o n  f a i l e d  t o  l i s t  a n o t h e r  S E 1 / 4 )

7 6 2 - 2 2 5 2
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T H I S  B I L L  W O U L D  A P P R O V E  T H E  L A N D  F O R  E Q U A L  V A L U E  E X C H A N G E  

B E T W E E N  T H E  S T A T E  A N D  E K L U T N A ,  INC. F O R  L A N D  A L O N G  E A G L E  

i I V E R .  T H I S  L A N D  W I L L  C O N T I N U E  T O  B E  U S E D  F O R  R E C R E A T I O N A L  

USES. IN  R E T U R N ,  E K L U T N A  W I L L  G E T  A  B L O C K  O F  L A N D  I N  D O W N T O W N  

A N C H O R A G E  A N D  $ 1 7 3 , 3 0 0 .  T H E  M O N E Y  IS T O  E Q U A L I Z E  T H E  V A L U E  O F  

T H E  E X C H A N G E  S I N C E  T H E  E A G L E  R I V E R  G R E E N B E L T  W A S  A P P R A I S E D  

$ 1 7 3 , 3 0 0  H I G H E R  T H A N  T H E  D O W N T O W N  A N C H O R A G E  BLOCK.

N O  F U N D S  A R E  R E Q U E S T E D  T O  I M P L E M E N T  T H E  E X C H A N G E .  L A S T  YEAR, 

T H E  L E G I S L A T U R E  A P P R O P R I A T E D  $1 M I L L I O N  F O R  T H I S  P U R P O S E .  

A P P R O X I M A T E L Y  $ 6 5 0 , 0 0 0  O F  T H A T  A P P R O P R I A T I O N  IS CUP.REN* 

R E S T R I C T E D  B U T  T H A T  S T I L L  LEAV: j E N O U G H  T O  C O V E R  T H E  $173, 3 0 0 .
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: HB 231
R E Q U E ST :    Publish Date : HOUSE 3 /3 0 / 8 7

Revision Dale; M^rr-h ?7 . 1 qR7______________  Agency Affected: N a t u r a l  R e so u rc e s
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_________exchange_____________________________
Sponsor : .ftu l&sl.Goy-SCH2El__________________ Components : _______________________________________
Requestor:______________________________________ ___________________________________________________

E X PEN D ITU RES /REV EN U ES : (Thousands o f Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 F Y 9 t FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND <fc STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -o- - 0 - -0-

CAPITAL

REVENUE

FUND ING : (Thousands o f Dollars)
CENERALFUND
FEDERAL FUNDS

| OTHER
I TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

P O S IT IO N S :
FULL-T1ME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Phone: 4 6 5 -2 4 0 0 __
Date: 3 / 2 7 /8 7____

Date:

page —L. of —L

Prepared by :  Tom Hauki ns
Division : T .a n r l s  W a t e r  Mar i ^ .a e rn e n L .

Approved by Commissioner: 
Agency: w ^ n r a l  R ^ n n r i : s . - i

J U

Distribution (by preparer) :  
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management arid Bi.dget 
Impacted Agency(ies)
Senate Secretary
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(9) HOUSE COMMITTEE REPORT
Da t e  r e f e r r e d :  7 / 2 / 8 7  F U R T H E R  R E F E R R A L S :  F i n a n c e

T h e R e s o u r c e s

DATE:

C o m m i t t e e  h a s  c o n s i d e r e d  H B  238

"An A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s  t o  p r e p a r e  c e r t a i n  re p o r t  
a n d  r e l a t i n g  t o  c o s t s  in p r o c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  U t i l i t y  
C o m m i s s i o n . "

R E C O M M E N D S :

[)<£] r e p l a c e  w i t h  

[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] t h e  s a m e  t i t l e

( X j a n e w  t i t l e

d o  p a s s  

d o  n o t  p a s s  

n o  r e c o m m e n d a t i o n  

i n d i v i d u a l  r e c o m m e n d a t i o n s  

a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m i t t e e

A D O P T S : [ ] _____________ l e t t e r  o f  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :

t X ]  f i s c a l  i m p a c t  

[ ] z e r o  f i s c a l  n o t e

z e r o w i t h  a n a l y s i s

S I G N I N G  D O  PASS:

[ ] s a m e  as p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  __________________________

[ ] s a m e  as p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ___________________

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :

4 ^ 4  S J b d / , y y .  .

V

M-

C ^ = r
C h a i r m a n ' s  s i g n a t u r e
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IN THE HOUSE BY THE RESOURCES COMMITTEE i
I

CS FO R HOUSE BILL NO. 238 (Resources)

IN THE LEGISLA TURE OF THE STATE OF A LASKA 

FIFTEENTH LEGISL ATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act requiring certai n electric public utilities

to prepare certain plans."

BE IT ENACTE D BY THE L EGISLATUR E OF THE STATE OF ALASKA:

* Section 1. AS 42.05 is amended by adding n e w  sections to read:

Sec. 42.05.294. INTEGRATED RESOURCE PLANS. (a) A n  electric 

u t i l i t y  w i t h  annual sales that exceed 300,000,000 kilowatt hours shall 

file an integrated resource plan w i t h  the c ommission on or before 

Ja nuary 15 every three years. The plan must show h o w  the u t i l i t y  wil l 

meet f orecasted power requirements. Unless a diff erent time is s p e c i­

fied, a forecast r equired by this subsection must be for the next 20 
years. In the plan, the u t ili ty shall

(1 ) list and describe current facilities and energy supply 

resources of the utility;

(2 ) include a forecasted retirement  schedule that lists the 

facilities that the utility expects to remove from service, discusses 

the assumptions used to develop the r etireme nt schedule, and includes 

the forecast ed use of specific facilities, the remaining u seful life 

of the facilities, and forecasted m a i n t e n a n c e  work;

(3) describe the utility's inter connection relationships 

with other utilities and small power producers, and the utility's 

agreements for operation of joint use facilities, power exchanges, 

power pooling, reserve sharing, commodity displacement, and other 

operating arrangements;

(4) document energy end-use in the utility  service area and

C5KB 238(Res)- 1 -



identify w i t h  reasonable accuracy the final physical use of e l e c t r i c i­

ty in the residential, c o m m e r c i a l , and industrial sectors, including 

use w i t h i n  each sector for space heating and cooling, lighting, water 

heating, refrigeration, and appliances;

(5 ) forecast system power demand including annual, s e a s o n­

al, and p e a k  day load hourly duration curves and best estimates of 

an t i c i p a t e d  peak demand of the m ajor user classifications including

residential, commercial, and industrial sectors;

(6 ) analyze the utility's existing ability to meet i n c r e a s­

ed system requirements, including

(A) opportunities for generation, transmission, or

other system efficiency improvements;

(B) potential electric power pooling;

(C) possible interconnection with qualifying c o g e n e r a­

tors or small power producers;

(D) anticipated demand reductions in power r e q u i r e­

ments as a result of m a r k e t - i n d u c e d  or programmatic conservation 

efforts; and

(E) current u t ility load man agement efforts;

(7) summarize the utility's load research programs, end-use 

analysis, and load manageme nt investigations, including

(A) the status of current and anticipated load r e­

search, data collection, and analysis;

(B) the status of current and anticipated end-use

research, data collection, and analysis;

(C) an assessment of changes antici pated in end-use 

requirements from appliance and mechanical system efficiency 

improvements ror each consumer sector;

(D) an evaluation of the effects on utility costs from 

CSHB 2 3 3 (Res) -2-



end-use effici e n c y  changes 5
(E) a descri p t i o n  of methods including innovative rate 

designs available to modify, coordinate, or control end-uses to 

m a n a g e  system loads; and

(F) cost estimates for imple mentation of load m a n a g e­

ment p r o g r a m s ;

(8 ) provide long-term forecasts, base d on end-use and 

econometric method o l o g i e s  as appropriate, including

(A) base, low, and h i g h  forecasts of the power r e­

quirements for the u t i l i t y  service area;

(B) a d iscussion of the assumptions used in developing 

the forecasts in cluding reserve m a r g i n  requirements, population  

growth or decline, e mployment g rowth or decline, economic d e­

velopment, service area expansion, and other factors that influ­

ence the demand for electrical energy; and

(C) a s ensitivit y analysis that tests che importance 

of specific assumptions;

(9) id entify and evaluate a lt ernative development options 

to meet forecas ted power requirements; the options must address 

availability, reliability, flexibility, and cost-effectiveness;

(1 0 ) identify the devel opment option with the lowest present 

value cf revenue requirements over the forecast period;

(1 1 ) r e c o m m e n d  a specific d e velopment option and an i m p l e­

menta t i o n  plan for the option; the o ption must identify pr ojected 

facility retirement, developm ent of additional  generating and t r a n s­

mis s i o n  systems, load m a n a g e m e n t  extorts, conservation, and energv 

end-use effic iency improvements; and

v 1 2 ) include other iniormatio n considered  necessary bv the 

commission to ensure adequate evalua t i o n  of all supply-side and

CSHB 2 3 8 (Res)
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demand - s i d e  alternatives; the com mission may not require the utilities 

to p r o v i d e  inform a t i o n  unless the type of information requested is 

consiste nt w i t h  the type of information requi red by electric utility 

r e g u l a t o r y  agencies in other states.

(b) The c ommission shall esta blish by regulation a consistent 

p l a n  d e v e l o p u e n t  and reporting m e t h o d o l o g y  for the integrated resource 

plans r e q u i r e d  under (a) of this section including the coordinated 

p r e p a r a t i o n  and filing of individual plans by closely integrated 

utilit ies se rved by common facili'ies.

(c) The c om mission shall assist utilitie s in the development of 

the integr a t e d  resource plan to m i n i m i z e  regulato ry b- dens and cost.

Sec. 42.05.296. REVIEW AMD A P P R O V A L  OF INTEGRATED RESOURCE 

PLANS. (a) The commiss ion shall establis h by regulati on a procedure  

for the r e v i e w  and approval of a plan submitted under AS 42.05.294 

that includes p r o v isi on for public hearings before the commission in 

the p r i n c i p a l  localities served by the u t i l i t y  submitting the plan.

(b) The commission snail approve a utility's integrated resource 

plan i ncluding the r e commended dev elo p m e n t  option if the c ommission 

finds that the plan

(1 ) ensures system reliability;

(2 ) w o u l d  provide consumers w i t h  the lowest reasonable cost 

of power over the forecast period; cost savings identified through 

life-cycle cost analysis m a y  be considered even though the cost 

savings w i l l  be real ized after the forecasc period;

(3) adequately addresses c onser ving electrical energy 

through cost-effective, end-use e ffici e n c y  improvements using readilv 

available or r e l iably anticipa ted methods or technology;

(4) documents a reasonable exp ect a t i o n  of future lead and 

resource requirements;



(5) uses, as appropriate, life-cycle costing and cost- 

e ffectiveness analysis and explains the criteria and assumptions on 

w h i c h  the analysis is based;

(6 ) evaluate resource alternatives that w o u l d  be a p p r o p r i­

ate for the service area . a light of technology currently available 

and r e l i a b l y  anticipated to exist during the forecast period; and

(7) describes the utility's data collection activities, 

additi'nal data requirements, and efforts to develop that additional 

data.

(c) N o t w i t hstanding AS 42.05.294 and this section, a utility 

may, w i t h o u t  commission approval, maintain, repair, upgrade, or r e­

build existing facilities to m a i nt ain reliable service and m a y  pursue 

action to alleviate an emergency situation in which service w o u l d  be 

lost.

(d) On the anniv ersary of the plan's approval date, the utility 

shall submit annual reports on the implementation of the resourc e plan 

and the approved development option, including (1 ) departures n e c e s­

sitated by emergency service, maintenance, or repair, and (2 ) s i g n i f i­

cant changes in the underlying assumptions of the resource plan. The 

report m u s t  include mo difications to the p l a n  under (c) of this s e c­

tion, changes to underl ying assumptions, and supporting data and 

d o c u m e n t a t i o n .

(e) Commission  r e vi ew and approval of a utility's integrated 

resource plan and development option authorizes the u t i lity to i m p l e­

ment the plan as approved.

(f) The commission shall adopt regulations and es tablish p o l i­

cies that set rates for util ity services and revenue requirements at a 

level sufficient for a u t ility to recover all reasonable experses and 

capital expenditures incurred by the utility in preparing the plan and

- 5 -  CSHB 23 8 (Res)



implem e n t i n g  the appro v e d  plan. Expenses allowed for reco very in 

rates shall include chose expenses reason ably expected co occur during 

the time the rates are in effect. The commission shall develop s p e c i­

fic p rocedures for revenue requirement adjustment in lieu of a general 

rate adjustment  filing.

* Sec. 2. AS 42.05.711(b) is amended to read:

(b) Except as otherwise p r o vided in this subsection, public 

u tilities owned and operated by a politic al subdivision of the state, 

or electric operating entities establis hed as the inst rumentality of 

two or m o r e  public utilities owned and operated by political s u b d i­

visions of the state, are exempt from this chapter, other than AS 42.-

05.221 - 4 2 . 0 5 . 2 8 1 , 42.05.294 - 42.05.296, and 42.05.385. Howe'er,

(1 ) the governing body of a political subdivision m a y  elect 

to be subject to this chapter; ana

(2 ) a u t i l i t y  or electric operating entity that is owned 

and o p e r a t e d  by a political subdivision and that directly competes 

with another u t i l i t y  o-* electric operating entity is subject to this 

chapter and any other utility or electric operating entity owned and 

operate d by the p o l i t i c a l  subdi vision is also subject to this chapter.

* Sec. 3. AS 44.83 is amende d by adding a n e w  section to read:

Sec. 44.83.085. GRANTS FOR INTEGRATED RESOURCE PLANS. The 

a uthority m a y  make a grant to a Railbelt electric u t i lity that is 

require d *-o prepare an integrated resource plan under A S  4 2 . 0 5 . 2 9 4  t:o 

assist in che cost of p r e p a r i n g  the plan.

* Sec. 4. INITIAL P L A N  DEADLINE. A  public utility's first integrated 

resource plan  r e q uired under AS 42.05.294, ei acted by sec. 1 of this Act, 

jhall be filed on or before J a n u a r y  15, 1991.

CSHB 2 3 8 ( R e s ) -6-



FISCAL NOTE
R E Q U E S T :____________________  _________________________________

STATE OF ALASKA BILL VERSION: CSHB 238
1988 LEGISLATIVE SESSION PUBLISH DATE:  ______________

Revis ion D a te :      Agency Affected: C om m erce  & E c o n .  D e v e lo pm e n t
T id e : An act requiring certain e l e c t n c b r u : a p h c _________________________  ~

public utilities to prepare certain reports and relating to costs in proceedings before

Sponsor: Brown, Ellis, Uavis et a l . Components :QDerations__________________  APUC.
Requestor :C o tt .p n ___________________________________  I______________________________

E X P E N D IT U R E S / R E V E N U E S :  (Thousands of Dollars)
OPERATING FY  88 FY89 FY  90 FY  91 FY  92 FY  93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1 7 0 . 0 17 0 . 0 170 . 0 1 7 0 . 0 1 7 0 . 0

TOTAL OPERATING 17u. u 1 7 0 . 0 1 7 0 . 0 170 . 0 170.0
CA P ITA L

I Z R E V E N U E

F U N D IN G :  (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

17 0 . 0 1 7 0 . 0 17 0 . 0 T7T5:T5—
7 0 . n
7 0 . 0 l / U . U i 70.  u r / u r u l / U . U

P O S IT IO N S :
FULL-TIME 3

O J 0u o
PART-TIME
TEMPORARY

A N A L Y S IS  : (Attach a separate page if necessary) HB238 creates an ongoing filing and approval

Prep^j
D iv is

S. Moninski II Executive Director 

Alaska Publjd^Utilities gommiSsion

P hone : .276-6222 
D a te : ____________

funding

is
process for integrated resource plans. Although HG239 provides inception year 

via direct appropriation from the Railbelt Energy Fund, subsequent year fundinc 
forecasted to be provided by General Fund resources unless the legislature determines 

that further Railbelt Energy Fund support is appropriate.

Approved by Comm iss ioner__
Agency: Conranarce & E c o n o m ic  D e v e lo p m e n t

Date:

Distribution (by preparer): 
Legislative Finance 
Legislauve Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page of



1
2

3

4

5

6

7

8

9

10

11

1 2

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

\

3/29/88

Original sponsors: Brown, Ellis,
Davis, et al.

IN THE H O USE

CS F O R  HOUSE BILL NO. 238 ( )

IN THE L EGISLATURE OF THE STATE O F  A L A S K A  

F I F T E E N T H  LEGISLATURE - SECOND S E S S I O N

A  BILL

For an Act entitled: "An Act re quiring c e r t a i n  e l e c t r i c  public utilities

to prepare certai n reports; and relating to costs in 

proceedings b e f o r e  the A l a s k a  Public Utilities C o m­

mission."

BE IT E N A C T E D  BY THE L E GISLATU RE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 42.05 is amended b y  addi ng n e w  sections to read:

Sec. 42.05.294. INTEGRATED R E S O U R C E  PLANS. (a) An electric 

u t i l i t y  w i t h  annual sales that exceed 3 0 0 , 0 0 0 , 0 0 0  kilowa tt hours shall 

fil an integ r a t e d  resource plan w i t h  the c o m m i s s i o n  on or before 

J a r u a r y  15 every three years. The p l a n  m u s t  s h o w  h o w  the utility will 

meet p r o j e c t e d  p o w e r  requirements. Unles s r . differ ent time is s p e c i­

fied, a p r o j e c t i o n  required by this s u b s e c t i o n  must  be for the next 20 
years. In the plan, the utility shall

( 1 ) list and describe current facili t i e s  and energy supply

resources of the utility;

(2 ) include a projected r e t i r e m e n t  schedule that lists the 

facilities that the utility expects to r emove from service, discusses 

the a s sumptions  used to develop the r e t i r e m e n t  schedule, and includes 

the p r o j e c t e d  use of specific facilities, the remaini ng useful life of

the facilities, and projected m a i n t e n a n c e  work;

(3) describe the utili t y ' s  i n t e r c o n n e c t i o n  relationships 

w i t h  other utilit ies and small p o w e r  producers, and the utility's 

agreements for operation of joint use facilities, p o w e r  exchanges, 

power pooling, reserve sharing, c o m m odity displacement, and other

-1- CSHB 238( )



29

o p e r a t i n g  a r r a n g e m e n t s ;

(4) d o c u m e n t  e n e r g y  e n d - u s e  in the u t i l i t y  s e r v i c e  area and 

i d e n t i f y  as preci. e l y  as p o s s i b l e  the f i n a l  p h y s i c a l  u s e  of e l e c t r i c i­

ty in the r e s i d e n t i a l ,  c o m m e r c i a l ,  a n d  i n d u s t r i a l  s e c t o r s ,  i n c l u d i n g  

u s e  w i t h i n  ea c h  s e c t o r  for s p a c e  h e a t i n g  a n d  c o o l i n g ,  l i g h t i n g ,  w a t e r  

h e a t i n g ,  r e f r i g e r a t i o n ,  a n d  a p p l i a n c e s ;

(5) set out a p r o j e c t i o n  o f  s y s t e m  p o w e r  d e m a n d  i n c l u d i n g  

annual, s e a s o n a l ,  a n d  p e a k  d a y  l o a d  h o u r l y  d u r a t i o n  c u r v e s  and best 

e s t i m a t e s  o f  a n t i c i p a t e d  p e a k  d e m a n d  o f  the m a j o r  u s e r  c l a s s i f i c a t i o n s  

i n c l u d i n g  r e s i d e n t i a l ,  c o m m e r c i a l ,  a n d  i n d u s t r i a l  s e c t o r s ;

(6) a n a l y z e  the u t i l i t y ' s  e x i s t i n g  a b i l i t y  to m e e t  i n c r e a s­

ed s y s t e m  demand, i n c l u d i n g

(A) o p p o r t u n i t i e s  f o r  g e n e r a t i o n ,  t r a n s m i s s i o n ,  or 

o t h e r  s y s t e m  e f f i c i e n c y  i m p r o v e m e n t s ;

(B) p o t e n t i a l  e l e c t r i c  p o w e r  p o o l i n g ;

(C) p o s s i b l e  i n t e r c o n n e c t i o n  w i t h  q u a l i f y i n g  c o g e n e r a­

tors o r  s mall p o w e r  p r o d u c e r s ;

(D) a n t i c i p a t e d  d e m a n d  r e d u c t i o n s  in p o w e r  r e q u i r e­

m e n t s  as a r e s u l t  of  m a r k e t - i n d u c e d  or  p r o g r a m a t i c  c o n s e r v a t i o n  

e f f o r t s ;  and

(E) c u r r e n t  u t i l i t y  l o a d  m a n a g e m e n t  e f f o r t s ;

(7) s u m m a r i z e  the u t i l i t y ' s  l o a d  r e s e a r c h  p r o g r a m s ,  e n d -use 

a n a l y s i s ,  a n d  load m a n a g e m e n t  i n v e s t i g a t i o n s ,  i n c l u d i n g

(A) the s t a t u s  of c u r r e n t  and a n t i c i p a t e d  load r e­

search, data c o l l e c t i o n ,  a n d  a n a l y s i s ;

(B) the s t a t u s  of c u r r e n t  and a n t i c i p a t e d  end- u s e  

re s e a r c h ,  d a t a  c o l l e c t i o n ,  and a n a l y s i s ;

(C) an a s s e s s m e n t  o f  c h a n g e s  a n t i c i p a t e d  in e n d - u s e  

r e q u i r e m e n t s  f r o m  a p p l i a n c e  and m e c h a n i c a l  s y s t e m  e f f i c i e n c y

C S H B  238( ) -2-
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i m p r o v e m e n t s  for e a c h  c o n s u m e r  sect o r ;

(D) an e v a l u a t i o n  of the e f f e c t s  on u t i l i t y  costs from 

e n d - u s e  e f f i c i e n c y  c h a n g e s ;

(E) a d e s c r i p t i o n  of m e t h o d s  i n c l u d i n g  i n n o v a t i v e  rate 

d e s i g n s  a v a i l a b l e  to m o d i f y ,  c o o r d i n a t e ,  or c o n t r o l  e n d - u s e s  to 

m a n a g e  s y s t e m  loads; a n d

(F) c o s t  e s t i m a t e s  for i m p l e m e n t a t i o n  o f  l o a d  m a n a g e­

m e n t  p r o g r a m s ;

(8) p r o v i d e  l o n g - t e r m  f o r e c a s t s ,  b a s e d  o n  e n d - u s e  and

e c o n o m e t r i c  m e t h o d o l o g i e s  as a p p r o p r i a t e ,  i n c l u d i n g

(A) base, low, and h i g h  p r o j e c t i o n s  of the p o w e r  

r e q u i r e m e n t s  for the u t i l i t y  s e r v i c e  area;

(B) a d i s c u s s i o n  of the a s s u m p t i o n s  u s e d  in d e v e l o p i n g  

he f o r e c a s t s  i n c l u d i n g  r e s e r v e  m a r g i n  r e q u i r e m e n t s ,  p o p u l a t i o n

g r o w t h  o r  d e c l i n e ,  e m p l o y m e n t  g r o w t h  or de c l i n e ,  e c o n o m i c  d e­

v e l o p m e n t ,  s e r v i c e  a r e a  e x p a n s i o n ,  a n d  o t h e r  f a c t o r -  t h a t  i n f l u­

enc e  the d e m a n d  f o r  e l e c t r i c a l  e n e r g y ;  and

(C) a s e n s i t i v i t y  a n a l y s i s  that t e s t s  the i m p o r t a n c e  

of s p e c i f i c  a s s u m p t i o n s ;

(9) i d e n t i f y  a n d  e v a l u a t e  a l t e r n a t i v e  d e v e l o p m e n t  options 

to m e e t  p r o j e c t e d  p o w e r  d e m a n d ;  the o p t i o n s  m u s t  a d d r e s s  a v a i l a b i l i t y ,  

r e l i a b i l i t y ,  f l e x i b i l i t y ,  a n d  c o s t - e f f e c t i v e n e s s ;

(10) i d e n t i f y  the d e v e l o p m e n t  o p t i o n  w i t h  the l o w e s t  p r e s e n t  

v a l u e  of r e v e n u e  r e q u i r e m e n t s  ov e r  the f o r e c a s t  period;

(11) r e c o m m e n d  i m p l e m e n t a t i o n  of a s p e c i f i c  d e v e l o p m e n t

option; the o p t i o n  m u s t  i d e n t i f y  p r o j e c t e d  f a c i l i t y  r e t i r e m e n t ,  d e v e l­

opme n t  of a d d i t i o n a l  g e n e r a t i n g  and t r a n s m i s s i o n  systems, l o a d  m a n a g e­

m e n t  e f f o r t s ,  c o n s e r v a t i o n ,  and e n e r g y  e n d - u s e  e f f i c i e n c y  i m p r o v e­

ments; and

-3- C S H B  238( )
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(12) i n c l u d e  o t h e r  i n f o r m a t i o n  c o n s i d e r e d  n e c e s s a r y  b y  the 

c o m m i s s i o n  to e n s u r e  a d e q u a t e  e v a l u a t i o n  of all s u p p l y - s i d e  and 

d e m a n d - s i d e  a l t e r n a t i v e s .

(b) T h e  c o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a c o n s i s t e n t  

r e p o r t i n g  m e t h o d o l o g y  for the i n t e g r a t e d  r e s o u r c e  p l a n s  r e q u i r e d  u n d e r

(a) of th i s  s e c t i o n  i n c l u d i n g  the p r e p a r a t i o n  a n d  j o i n t  f i l i n g  of 

p l a n s  by c l o s e l y  i n t e g r a t e d  u t i l i t i e s  s e r v e d  b y  c o m m o n  f a c i l i t i e s .

(c) T h e  c o m m i s s i o n  s h a l l  a s s i s t  u t i l i t i e s  in the d e v e l o p m e n t  of 

the i n t e g r a t e d  r e s o u r c e  p l a n  to m i n i m i z e  r e g u l a t o r y  b u r d e n s  a n d  cost.

Sec. 4 2 . 0 5 . 2 9 6 .  R E V I E W  A N D  A P P R O V A L  OF I N T E G R A T E D  R E S O U R C E  

PLANS. (a) T h e  c o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a p r o c e d u r e  

for the r e v i e w  a n d  a p p r o v a l  o f  a p l a n  s u b m i t t e d  u n d e r  A S  4 2 . 0 5 . 2 9 4  

t h a t  i n c l u d e s  p r o v i s i o n  for p u b l i c  h e a r i n g s  b e f o r e  the c o m m i s s i o n  in 

the p r i n c i p a l  l o c a l i t i e s  s e r v e d  b y  the u t i l i t y  s u b m i t t i n g  the plan.

(b) T h e  c o m m i s s i o n  s h a l l  a p p r o v e  a u t i l i t y ' s  i n t e g r a t e d  r e s o u r c e  

p l a n  i n c l u d i n g  the r e c o m m e n d e d  d e v e l o p m e n t  o p t i o n  if the c o m m i s s i o n

finds that t h e  p l a n

(1) a d e q u a t e l y  a d d r e s s e s  c o n s e r v i n g  e l e c t r i c a l  e n e r g y

t h r o u g h  c o s t - e f f e c t i v e ,  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ;

(2) w o u l d  p r o v i d e  c o n s u m e r s  w i t h  the l o w e s t  r e a s o n a b l e  cost 

of p o w e r  o v e r  t h e  f o r e c a s t  p e r i o d ;

(3) d o c u m e n t s  a r e a s o n a b l e  e x p e c t a t i o n  o f  f u t u r e  l o a d  and 

r e s o u r c e  r e q u i r e m e n t s ;

(4) uses, as a p p r o p r i a t e ,  l i f e - c y c l e  c o s t i n g  a n d  cost-

e f f e c t i v e n e s s  a n a l y s i s  a n d  e x p l a i n s  the c r i t e r i a  a n d  a s s u m p t i o n s  on

w h i c h  the a n a l y s i s  is based;

(5) e v a l u a t e s  r e s o u r c e  a l t e r n a t i v e s  that w o u l d  be a p p r o p r i­

ate for the s e r v i c e  a r e a  in l i g h t  o f  t e c h n o l o g y  c u r r e n t l y  a v a i l a b l e  

a n d  r e l i a b l y  a n t i c i p a t e d  to e x i s t  d u r i n g  the f o r e c a s t  p e r iod; and

C S H B  238( ) -4-



(6) d e s c r i b e s  the u t i l i t y ' s  data c l l e c t i o n  a c t i v i t i e s ,  

a d d i t i o n a l  data r e q u i r e m e n t s ,  a n d  e f f o r t s  to d e v e l o p  that a d d i t i o n a l  

d a t a .

(c) N o t w i t h s t a n d i n g  AS 4 2 . 0 5 . 2 9 4  and this sec t i o n ,  a u t i l i t y  

may, w i t h o u t  c o m m i s s i o n  a p p r o v a l ,  m a i n t a i n ,  repair, u p g r a d e ,  or r e ­

b u i l d  e x i s t i n g  f a c i l i t i e s  to m a i n t a i n  r e l i a b l e  s e r v i c e  a n d  m a y  p u r s u e  

a c t i o n  to a l l e v i a t e  an e m e r g e n c y  s i t u a t i o n  in w h i c h  s e r v i c e  w o u l d  be 

l o s t .

(d) The u t i l i t y  s h a l l  s u b m i t  a n n u a l  r e p o r t s  on the i m p l e m e n t a­

tion o f  the r e s o u r c e  plan, i n c l u d i n g  (1) d e p a r t u r e s  n e c e s s i t a t e d  by 

e m e r g e n c y  service, m a i n t e n a n c e ,  or r e p a i r ,  and (2) s i g n i f i c a n t  c h a n g e s  

in the u n d e r l y i n g  a s s u m p t i o n s  of the r e s o u r c e  plan, on the a n n i v e r s a r y  

of  the p l a n ' s  a p p r o v a l  date. T h e  r e p o r t  m u s t  i n c l u d e  m o d i f i c a t i o n s  to 

the p l a n  u n d e r  (c) of this s e c t i o n ,  c h a n g e s  to u n d e r l y i n g  a s s u m p t i o n s ,  

a n d  s u p p o r t i n g  d a t a  and d o c u m e n t a t i o n .

(e) C o m m i s s i o n  r e v i e w  a n d  a p p r o v a l  of a u t i l i t y ' s  i n t e g r a t e d  

r e s o u r c e  p l a n  and d e v e l o p m e n t  o p t i o n  a u t h o r i z e s  the u t i l i t y  to i m p l e­

m e n t  the p l a n  as a p p r o v e d .

(f) The c o m m i s s i o n  s h a l l  a d o p t  r e g u l a t i o n s  a n d  e s t a b l i s h  p o l i­

cies t h a t  set r a t e s  for u t i l i t y  s e r v i c e s  and r e v e n u e  r e q u i r e m e n t s  at a

l e vel s u f f i c i e n t  f o r  a u t i l i t y  to r e c o v e r  all r e a s o n a b l e  e x p e n s e s  and 

c a p i t a l  e x p e n d i t u r e s  i n c u r r e d  by  the u t i l i t y  in p r e p a r i n g  the p l a n  and 

i m p l e m e n t i n g  the a p p r o v e d  plan. E x p e n s e s  a l l o w e d  for r e c o v e r y  in 

r a t e s  s hall i n c l u d e  t h ose e x p e n s e s  r e a s o n a b l y  e x p e c t e d  to o c c u r  durir.e 

the ti m e  the rates are in effect. T h e  c o m m i s s i o n  s h a l l  d e v e l o p  s p e c i­

fic p r o c e d u r e s  for r e v e n u e  r e q u i r e m e n t  a d j u s t m e n t  in li e u  of a g e n e r a l  

r a t e  a d j u s t m e n t  filing.

* Sec. 2. AS  4 2 . 0 5 . 4 1 1  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) The c o m m i s s i o n  m a y  not a l l o w  a n e w  cr r e v i s e d  t a r i f f  to take

-5- C S H B  238( )
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effect for a u t ility subject to AS 42.05.294 unless the commission  

determines that the tariff is consistent with the utility's most 

recent ly a p p roved integrated resource plan, as m o d ified under AS 42.- 

0 5 . 2 9 6 ( d ) .

* Sec. 3. AS 42.05.651(a) is amended to read:

(a) A f t e r  comp letion of a h e arin g or investiga tion h e l d  under 

this chapter, the commission  shall allocate the costs of the h e arin g  

or i n v e s t i g a t i o n  among the parties, including the commission, as is 

just u nder the circumstances. In alloc ating costs, the comm is s i o n  may 

consider the results, a b i lit y to pay, evidence of good faith, other 

relevant factors and m i t i g a t i n g  circumstances. The costs allocated 

m a y  include the costs of any time devoted to the investigati on or 

h e a ring by h ired consultants, w h eth er or not the consultants appear as i 

witnesses or participants. The costs allo cated may also include costs 

paid by the commission under  (c) of this section and any o ut-of-pocket 

expenses incurred by the c ommissi on in the particula r meeting. The 

commission shall provide an o pport unity for any person objecting to an 

allocati on to be heard before the a lloca tion becomes final.

* Sec. 4. AS 42.05.651 is amended by adding a new subsection to read:

(c) D u ring a proceedin g or investi gation u nder AS 42.05.294 or 

42.05.296, the commission shall accept the application of an i n t e r­

ested p erson who is not a public u t ility for compensation of some or 

all of the r easonable costs of participating. The commission shall

award compensation  if it finds that the compensation is necessarv to « » *
enable the i nterested p erso n to adeq uately p a r t i c i p a t i and present a 

significant posi tion that does not result in the duplication of p o s i­

tions. Before awarding compensation, the commission shall allow a 

party to the proceeding or investigati on or another interested person  

to review the application and the commission's findings and to request 

CSHB 238( ) -6-
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a h e a r i n g  on the m a t t e r .  The c o m m i s s i o n  m a y  not a w a r d  the c o m p e n s a­

tio n  u n t i l  the h e a r i n g  has been held.

* Sec. 5. A S  4 2 . 0 5 . 7 1 1 ( b )  is a m e n d e d  to read:

(b) E x c e p t  as o t h e r w i s e  p r o v i d e d  in this s u b s e c t i o n ,  p u b l i c  

u t i l i t i e s  o w n e d  and o p e r a t e d  by a p o l i t i c a l  s u b d i v i s i o n  of the state, 

or e l e c t r i c  o p e r a t i n g  e n t i t i e s  e s t a b l i s h e d  as the i n s t r u m e n t a l i t y  of 

two or m o r e  p u b l i c  u t i l i t i e s  o w n e d  and o p e r a t e d  by p o l i t i c a l  s u b d i­

vi s i o n s  of the state, are ex e m p t  f r o m  this c h apter, o t h e r  t h a n  A S  42.-

05.221 - 4 2 . 0 5 . 2 8 1 , 4 2 . 0 5 . 2 9 4  - 4 2 . 0 5 . 2 9 6 ,  and 4 2 . 0 5 . 3 8 5 .  H o w e v e r ,

(1) the g o v e r n i n g  b o d y  of  a p o l i t i c a l  s u b d i v i s i o n  m a y  e lect 

to be s u b j e c t  to this chapter; and

(2) a u t i l i t y  or e l e c t r i c  o p e r a t i n g  e n t i t y  that is o w n e d  

a n d  o p e r a t e d  b y  a p o l i t i c a l  s u b d i v i s i o n  and th a t  d i r e c t l y  c o m p e t e s  

w i t h  a n o t h e r  u t i l i t y  or  e l e c t r i c  o p e r a t i n g  e n t i t y  is s u b j e c t  to this 

c h a p t e r  a n d  a n y  o t h e r  u t i l i t y  or e l e c t r i c  o p e r a t i n g  e n t i t y  o w n e d  and 

o p e r a t e d  b y  the p o l i t i c a l  s u b d i v i s i o n  is a l s o  s u b j e c t  to this chapter.

* Sec. 6. AS 4 4 . 8 3  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 4 . 8 3 . 0 8 5 .  G R A N T S  F O R  I N T E G R A T E D  R E S O U R C E  PLANS. The 

a u t h o r i t y  m a y  m a k e  a g r a n t  to a R a i l b e l t  e l e c t r i c  u t i l i t y  t h a t  is 

r e q u i r e d  to p r e p a r e  an i n t e g r a t e d  r e s o u r c e  p l a n  u n d e r  AS 4 2 . 0 5 . 2 9 4  to 

a s s i s t  in the co s t  of p r e p a r i n g  the plan.

* Sec. 7. I N I T I A L  P L A N  DEADL I N E .  A  p u b l i c  u t i l i t y ' s  first i n t e g r a t e d  ; 

r e s o u r c e  p l a n  r e q u i r e d  u n d e r  AS 4 2 . 0 5 . 2 9 4 ,  e n a c t e d  b y  sec. 1 of this Act, 

s hall be f iled on or b e f o r e  J a n u a r y  1 5 , 1990.

ii
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OVERVIEW

L e a s t - C o s t  E n e r g y  P l a n n i n g ,  I n t e g r a t e d  U t i l i t y  R e s o u r c e  

P l a n n i n g ,  I n t e g r a t e d  V a l u e  B a s e d  P l a n n i n g  o r  s o m e  o t h e r  m i x t u r e  

o f  t h o s e  w o r d s  h a s  b e c o m e  a  t o p i c  o f  c o n s i d e r a b l e  i n t e r e s t  i n  t h e  

r e g u l a t o r y  c o m m u n i t y  o v e r  t h e  l a s t  s e v e r a l  y e a r s .  O r i g i n a l l y  

l e a s t - c o s t  e n e r g y  p l a n n i n g  w a s  d e f i n e d  a s  a w a y  o f  l e v e l i n g  o u t  

t h e  p l a y i n g  f i e l d  b e t w e e n  c o n v e n t i o n a l  s u p p l y - s i d e  s o u r c e s  o f  

e n e r g y  s e r v i c e s  a n d  a l t e r n a t i v e s  t o  t r a d i t i o n a l  s u p p l y .  T h e s e  

a l t e r n a t i v e s  i n c l u d e d  s u c h  t h i n g s  a s  e n e r g y  c o n s e r v a t i o n ,  l o a d  

m a n a g e m e n t ,  a n d  c o g e n e r a t i o n .  A s  I u n d e r s t a n d  i t  t h e  b a s i c  a r g u ­

m e n t  f o r  t h i s  v e r s i o n  o f  l e a s t - c o s t  p l a n n i n g  w a s  t h a t  u t i l i t i e s  

a n d  t h e i r  r e g u l a t o r s  h a d  b e c o m e  m y o p i c  i n  v i e w i n g  a v a i l a b l e  m e a n s  

o f  m e e t i n g  c u s t o m e r  d e m a n d ,  i . e . ,  t h e y  f o c u s e d  o n  c h o i c e s  b e t w e e n  

g e n e r a t i n g  p l a n t  t y p e  a n d  f u e l  m i x  a s  t h e  o n l y  v i a b l e  m e a n s  o f  

m e e t i n g  f u t u r e  d e m a n d  f o r  e n e r g y  s e r v i c e s .  T h i s  v i e w  r e l e g a t e d  

o t h e r  a l t e r n a t i v e s  t o  t h e  f r i n g e s ,  s u c h  a s  d e m a n d  s i d e  m a n a g e m e n t  

o p t i o n s ,  t h a t  m i g h t  a l s o  b e  e f f e c t i v e  i n  m e e t i n g  i t s  c u s t o m e r s  

e n e r g y  s e r v i c e  n e e d s .  T h u s ,  a t  t h e  s i m p l e s t  l e v e l  l e a s t - c o s t  

e n e r g y  p l a n n i n g  w a s  i n t e n d e d  a s  a  w a y  o f  s i m u l t a n e o u s l y  e v a l u a t ­

i n g  d e m a n d  a n d  s u p p l y - s i d e  o p t i o n s  t o  d e t e r m i n e  w h a t  m i x  o f  t h e s e  

r e s o u r c e s  c o u l d  b r i n g  r e l i a b l e  a n d  a d e q u a t e  s e r v i c e  t o  u t i l i t y  

c u s t o m e r s  a t  t h e  l o w e s t  p o s s i b l e  c o s t .

S i n c e  l e a s t - c o s t  p l a n n i n g  w a s  f i r s t  c o n c e p t u a l i z e d  a n d  s u b ­

s e q u e n t l y  i n  c e r t a i n  p a r t s  o f  t h e  c o u n t r y ,  t h e  a r e n a  i n  w h i c h  i t  

h a s  b e e n  i m p l e m e n t e d  i s  c h a n g i n g .  T h a t  c h a n g e  i s  c h a r a c t e r i z e d  

b y  i n c r e a s i n g  c o m p e t i t i v e  p r e s s u r e s  i n  m a r k e t s  f o r  u t i l i t y  s e r v ­

i c e s .  W h e t h e r  t h i s  i s  " r e a l "  c o m p e t i t i o n  r e s u l t i n g  f r o m  b a s i c  

s t r u c t u r a l  c h a n g e s  i n  t h e s e  m a r k e t s ;  o r  w h e t h e r  t h e  c o m p e t i t i o n  

i s  o n l y  a p p a r e n t  a n d  a c t u a l l y  r e p r e s e n t s  t h e  c o n s e q u e n c e s  o f  a p ­

p l y i n g  a n t i q u a t e d  r e g u l a t o r y  t o o l s  t o  a  n o n - m o n o p o l y  m a r k e t  is 

c u r r e n t l y  a  h o t l y  d e b a t e d  q u e s t i o n .

L e a s t - c o s t  e n e r g y  p l a n n i n g  a s  o r i g i n a l l y  e n v i s i o n e d  a s s u m e d  

t h e  u t i l i t y ,  b e  i t  e l e c t r i c  o r  g a s ,  t o  b e  t h e  s o l e  m o n o p o l i s t i c  

p r o v i d e r  o f  e n e r g y  s e r v i c e s .  C h a n g e s  i n  t h e  n a t i o n a l  n a t u r a l  g a s  

i n d u s t r y  o v e r  t h e  l a s t  s e v e r a l  y e a r s  h a v e  a l t e r e d  t h a t  a s s u m p t i o n  

c o n s i d e r a b l y  f o r  n a t u r a l  ga.', u t i l i t i e s .  W h e t h e r  c o r r e s p o n d i n g  

c h a n g e s  w i l l  o r  s h o u l d  o c c u r  i n  t h e  e l e c t r i c  u t i l i t y  i n d u s t r y  i s  

t h e  s u b j e c t  o f  s p i r i t e d  d i s c u s s i o n  w i t h i n  t h e  s t a t e s  a n d  a t  t h e  

F e d e r a l  E n e r g y  R e g u l a t o r y  C c r . m i s s i o n .  I f  i n  f a c t  t h e  s t r u c t u r e  

o f  e l e c t r i c  a n d  n a t u r a l  g a s  u t i l i t y  m a r k e t s  h a s  c h a n g e d  i n  s u c h  a 

w a y  a s  t o  b e c o m e  m o r e  c o m p e t i t i v e ,  t h e n  I b e l i e v e  a  p l a n n i n g  a p ­

p r o a c h  t h a t  a s s u m e s  a m o n o p o l y  p o s i t i o n  f o r  t h e  l o c a l  u t i l i t y  is 

s u r e  t o  f a i l  i n  a c h i e v i n g  i t s  i n t e n d e d  o b j e c t i v e s .

T h e  E l e c t r i c  P o w e r  R e s e a r c h  I n s t i t u t e  ( E P R I )  h a s  r e c e n t l y  

t a k e n  t h e  p o s i t i o n  t h a t  e l e c t r i c  a n d  n a t u r a l  g a s  m a r k e t s  a r e  i n  

f a c t  m o r e  c o m p e t i t i v e .  E P R I  c o n t e n d s  t h a t  u t i l i t i e s  c a n  n o  

l o n g e r  f u n c t i o n  a s  m o n o p o l i s t i c  p r o v i d e r s  o f  s e r v i c e  i n  t h o s e
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m a r k e t s .  E P R I ,  t h e r e f o r e ,  h a s  a d v a n c e d  t h e  i d e a  o f  I n t e g r a t e d  

V a l u e  B a s e d  P l a n n i n g  a s  a  v a r i a n t  o f  l e a s t - c o s t  e n e r g y  p l a n n i n g .  

E P R I ' s  v a r i a n t  a c c o u n t s  f o r  a n d  a c k n o w l e d g e s  t h a t  u t i l i t i e s  m u s t  

c o m p e t e  i n  t h e  e n e r g y  s e r v i c e  m a r k e t  a n d  p r o p o s e s  a  c o n c e p t u a l  

f r a m e w o r k  t h a t  a l l o w s  u t i l i t i e s  t o  d o  s o .  I m u s t  a d m i t ,  h o w e v e r ,  

t o  n o t  b e i n g  f a m i l i a r  e n o u g h  w i t h  t h e  d e t a i l s  o f  t h e  I n t e g r a t e d  

V a l u e  B a s e d  P l a n n i n g  a p p r o a c h  t o  d i s c u s s  i t  i n  a n y  d e t a i l  w i t h  

y o u  t o d a y .  I t  is, h o w e v e r ,  a n  i n t e r e s t i n g  a l t e r n a t i v e  t o  w h a t  
h a s  b e c o m e  " t r a d i t i o n a l  l e a s t - c o s t  e n e r g y  p l a n n i n g " .

I f  u t i l i t y  m a r k e t s  a r e  m o r e  c o m p e t i t i v e  t o d a y  t h a n  t h e y  w e r e  

i n  t h e  p a s t  t h i s  d o e s  n o t  n e c e s s a r i l y  m e a n  t h a t  l e a s t - c o s t  e n e r g y  

p l a n n i n g  a s  o r i g i n a l l y  d e f i n e d  a n d  e n v i s a g e d  c a n n o t  b e  i m p l e ­

m e n t e d  s u c c e s s f u l l y .  W h a t  I w o u l d  l i k e  t o  d i s c u s s  w i t h  y o u  a t  

t h i s  c o n f e r e n c e  a r e  s o m e  o f  t h e  k e y  c o n c e p t u a l ,  m e t h o d o l o g i c a l ,  

o p e r a t i o n a l ,  a n d  p o l i c y  i s s u e s  w h i c h  w e  i n  I l l i n o i s  h a v e  i d e n ­

t i f i e d  a s  b e i n g  s i g n i f i c a n t .

A s  a  p r o l o g u e  t o  t h i s  d i s c u s s i o n  I w i s h  t o  s a y  t h a t  t h e  

i s s u e s  t h e m s e l v e s ,  t h e i r  i n t e r d e p e n d e n c e  a n d  t h e i r  c o m p l e x i t y  c a n  

a t  t i m e s  b e c o m e  b e w i l d e r i n g  t o  t h e  a n a l y s t .  P a s t  r e g u l a t o r y  a n d  

i n d u s t r y  p r a c t i c e  a n d  p o l i c y ,  p l u s  e x i s t i n g  s t a t e  a n d  f e d e r a l  

l a w s ,  o f t e n  a p p e a r  t o  p r o v i d e  i n s u r m o u n t a b l e  b a r r i e r s  t o  d e v e l o p ­

i n g  a  s t r a i g h t f o r w a r d  a p p r o a c h  t o  i m p l e m e n t i n g  l e a s t - c o s t  e n e r g y  

p l a n n i n g .  P u t  s i m p l y ,  t h e r e  i s  c o n s i d e r a b l e  " i n s t i t u t i o n a l  

i n e r t i a "  b e h i n d  t h e  w a y  w e ' v e  a l w a y s  d o n e  t h i n g s .  E v e n  w h e n  o n e  

i s  c o n s c i o u s  t h a t  t h i s  i n e r t i a  e x i s t s  i t  i s  u s u a l l y  d i f f i c u l t  t o  

o v e r c o m e  i t  a n d  c l e a r l y  d e f i n e  t h e  p r o b l e m s  a n d  r e a c h  v i a b l e  

s o l u t i o n s  t o  t h e m  t h r o u g h  i m p l e m e n t i n g  a l e a s t - c o s t  p l a n n i n g  

p r o c e s s .  I s s u e s  s u c h  a s  t h e  u t i l i t y ' s  o b l i g a t i o n  t o  s e r v e  a n d  

t h e  c o n c o m i t a n t  " s o c i a l  c o m p a c t "  b e t w e e n  u t i l i t i e s  a n d  c o n s u m e r s  

a r i s e .  T h e  o v e r l a p  o f  s t a t e  a n d  f e d e r a l  r e g u l a t o r y  a u t h o r i t y  i n  

d e a l i n g  w i t h  s i t i n g  o f  p l a n t s ,  c h e  t r a n s m i s s i o n  o f  e l e c t r i c i t y ,  

o r  t h e  t r a n s p o r t  o f  n a t u r a l  g a s  a l s o  a r e  i n t e r w o v e n  i n  t h e  

l a n d s c a p e  o f  u t i l i t y  m a r k e t s ,  a n d  t h u s  m u s t  b e  e x p l i c i t l y  c o n ­

s i d e r e d  i n  a l e a s t - c o s t  e n e r g y  p l a n .

F i n a l l y ,  a n d  p e r h a p s  m o s t  f u n d a m e n t a l l y ,  a r e  t h e  i s s u e s  o f  

h i g h  r e t a i l  r a t e s  f a c e d  b y  i n d u s t r i a l ,  c o m m e r c i a l  a n d  r e s i d e n t i a l  

c u s t o m e r s .  E q u a l l y  b a s i c  a r e  t h e  i s s u e s  o f  u t i l i t y  r e c o v e r y  o f  

h u g e  a m o u n t s  o f  c a p i t a l  s u n k  i n  n e w  p o w e r p l a n t s ;  p l a n t s  t h a t  

e i t h e r  h a v e  j u s t  c o m e  o n - l i n e  o r  a r e  c a n d i d a t e s  f o r  i n c l u s i o n  i n  

t h e  r a t e  b a s e .  S t a t e  r e g u l a t o r y  c o m m i s s i o n s  a r e  c h a r g e d  w i t h  

b a l a n c i n g  t h e  i n t e r e s t  o f  s h a r e h o l d e r s  a n d  r a t e p a y e r s .  U n d e r  

c u r r e n t  c o n d i t i o n s  t h i s  b a l a n c i n g  a c t  c a n  a p p e a r  t o  b e  a  z e r o  s u m  

g a m e ,  i . e . ,  t o  g i v e  t o  o n e  o n e  m u s t  t a k e  a n  e q u a l  a m o u n t  f r o m  t h e  

o t h e r .  T h i s  r a p i d l y  g e t s  t h e  r e g u l a t o r  i n t o  s u c h  q u e s t i o n s  a s  

d e f i n i n g  u s e d  a n d  u s e f u l  c a p a c i t y ,  e x c e s s  c a p a c i t y ,  t r e a t m e n t  o f  

c a n c e l e d  p l a n t  c o s t ,  e t c .  T h i s  i s  a  b e w i l d e r i n g  t h i c k e t  o f  

l e g a l ,  e c o n o m i c ,  p o l i c y  a n d  p o l i t i c a l  q u e s t i o n s .
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W i t h  t h a t  i n  m i n d  I h a v e  t r i e d  t o  s t r u c t u r e  m y  p r e s e n t a t i o n  

t o d a y  a l o n g  s i m p l e r  l i n e s .  B e c a u s e  o f  t h e  r a p i d l y  i n c r e a s i n g  

c o m p l e x i t y  I h a v e  c a t e g o r i z e d  t h e s e  i s s u e s  f o r  a n a l y s e s  a n d  h a v e  

n o t  a t t e m p t e d  t o  m a k e  t o o  m a n y  ex'_ .icit l i n k a g e s  b e t w e e n  t h e m .  
I h o p e ,  h o w e v e r ,  t h a t  d u r i n g  t o m o r r o w ' s  c o n c u r r e n t  s e s s i o n s  I 

w i l l  h a v e  t h e  o p p o r t u n i t y  t o  t l e s h  o u t  s o m e  o f  t h e s e  t h o u g h t s .

3



I. L e a s t  C o s t  P l a n n i n g  i n  I l l i n o i s 1
O n  J a n u a r y  1, 1 9 8 6  a  s u b s t a n t i a l l y  r e v i s e d  P u b l i c  U t i l i t i e s

A c t  t o o k  e f f e c t  i n  I l l i n o i s .  T h e  r e v i s i o n s  i n c o r p o r a t e d  i n t o  t h e  

A c t  b r o a d e n e d  t h e  s c o p e  o f  t h e  C o m m i s s i o n ' s  a u t h o r i t y  a n d  r e s p o n ­

s i b i l i t y  f o r  t h e  r e g u l a t i o n  o f  p u b l i c  u t i l i t i e s .  O n e  o f  t h e  k e y  

e l e m e n t s  o f  t h e  n e w  P u b l i c  U t i l i t i e s  A c t ,  i s  S e c t i o n  8 - 4 0 2 :  

L e a s t - C o s t  E n e r g y  P l a n n i n g .  B y  i n c l u d i n g  t h i s  s e c t i o n  i n  t h e  

r e v i s e d  s t a t u t e  t h e  I l l i n o i s  G e n e r a l  A s s e m b l y  a c k n o w l e d g e d  t h e  

n e e d  t o  m o d i f y  t h e  s c o p e  o f  t r a d i t i o n a l  u t i l i t y  r e s o u r c e  p l a n n i n g  

t o  e n c o m p a s s  a l t e r n a t i v e s  t o  c o n v e n t i o n a l  s o u r c e s  o f  e n e r g y  

s u p p l y ,  e . g . ,  c o n s e r v a t i o n / l o a d  m a n a g e m e n t ,  r e n e w a b l e  e n e r g y  
r e s o u r c e s ,  a n d  c o g e n e r a t i o n / i n d e p e n d e n t  s m a l l  p o w e r  p r o d u c t i o n .  

S e c t i o n  8 - 4 0 2 (a) s t a t e s  t h e  o b j e c t i v e  o f  l e a s t - c o s t  p l a n n i n g  a s :

" T h e  o b j e c t i v e  o f  t h i s  s e c t i o n  s h a l l  b e  t o  

i n s u r e  t h e  p r o v i s i o n  o f  a d e q u a t e ,  e f f i c i e n t ,  

r e l i a b l e  a n d  e n v i r o n m e n t a l l y  s a f e  e n e r g y  

s e r v i c e s  a t  t h e  l o w e s t  p o s s i b l e  c o s t  t o  a l l  

I l l i n o i s  c o n s u m e r s  a n d  u s e r s ,  a n d ,  i n  d o i n g  

s o  t o  u t i l i z e  t h e  f u l l e s t  e x t e n t  p r a c t i c a b l e  

a l l  e c o n o m i c a l  m e a n s  o f  c o n s e r v a t i o n ,  n o n -  

c o n v e n t i o n a l  t e c h n o l o g i e s  r e l y i n g  o n  r e n e w ­

a b l e  r e s o u r c e s ,  c o g e n e r a t i o n  a n d  i m p r o v e m e n t s  

i n  e n e r g y  e f f i c i e n c y  a s  i n i t i a l  s o u r c e s  o f  

e n e r g y  s u p p l y . "

S e c t i o n  8 - 4 0 2  g o v e r n s  t h e  d e s i g n  a n d  i m p l e m e n t a t i o n  o f  t h e  

e n e r g y  p l a n n i n g  p r o c e s s .  I n  b r i e f ,  t h e  e l e m e n t s  o f  t h e  p r o c e s s  

a s  d e s c r i b e d  b y  t h e  A c t  i n c l u d e :

1. A l l  u t i l i t i e s  p r o v i d e  a d e q u a t e ,  e f f i c i e n t ,  r e l i a b l e  a n d  

e n v i r o n m e n t a l l y  s a f e  s e r v i c e  w h i c h  c o n s t i t u t e s  t h e  

l e a s t - c o s t  m e a n s  o f  m e e t i n g  t h e  u t i l i t y ' s  s e r v i c e  

o b l i g a t i o n .

2. P r e p a r a t i o n  o f  a c o m p r e h e n s i v e  u t i l i t y  e n e r g y  p l a n  f o r  

t h e  S t a t e  b y  t h e  I l l i n o i s  D e p a r t m e n t  o f  E n e r g y  a n d  

N a t u r a l  R e s o u r c e s .  T h e  p l a n  i s  t o  b e  r e v i e w e d  a t  l e a s t  

e v e r y  t w o  y e a r s .  E v e r y  u t i l i t y  s u b j e c t  t o  t h e  p l a n n i n g  

r e s p o n s i b i l i t y  o f  t h e  A c t  s h a l l  p r o v i d e  t h e  D e p a r t m e n t  

w i t h  " a n y  a n d  a l l  i n f o r m a t i o n  a n d  d a t a  n e c e s s a r y  t o  t h e  

p r e p a r a t i o n  o f  t h e  p l a n . "

3. P r e p a r a t i o n  o f  p l a n s  b y  e a c h  u t i l i t y  f o r  i t s  s e r v i c e  

t e r r i t o r y .  T h e s e  u t i l i t y  p l a n s  s h a l l  i n c l u d e :

1. P l e a s e  n o t e  p o r t i o n s  o f  t h i s  p a p e r  h a v e  b e e n  e x c e r p t e d  f r o m  

t h e  S t a f f  N O I  P h a s e  I R e p o r t ,  s u b m i t t e d  t o  t h e  I l l i n o i s  C o m m e r c e  

C o m m i s s i o n  i n  M a y  1 9 8 7 .
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a. 2 0 - y e a r  d e m a n d  p r o j e c t i o n s  f o r  e l e c t r i c  u t i l i t i e s  

a n d  1 0 - y e a r  d e m a n d  p r o j e c t i o n s  f o r  n a t u r a l  g a s  

u t i l i t i e s ;

b. E x a m i n a t i o n  o f  p o s s i b l e  a l t e r n a t i v e  L e v e l s  o f  

d e m a n d ;

c. I d e n t i f i c a t i o n  a n d  a n a l y s i s  o f  a c t u a l  a n d  

f o r e c a s t e d  i m p a c t s  o f  c o n s e r v a t i o n ,  r e n e w a b l e  

r e s o u r c e s ,  c o g e n e r a t i o n ,  e t c . ;

d .  Y e a r - b y - y e a r  p r o j e c t i o n s  o f  a l l  a v a i l a b l e  s o u r c e s  

o f  s u p p l y  i n c l u d i n g  c o g e n e r a t i o n ,  r e n e w a b l e  

r e s o u r c e s ,  a n d  c o n v e n t i o n a l  r e s o u r c e s ;

e. A  d i s c u s s i o n  o f  e x i s t i n g  a n d  p r o p o s e d  p r o g r a m s  t o  

p r o m o t e  t h e  f u l l  u t i l i z a t i o n  o f  p r a c t i c a l  a n d  

e c o n o m i c a l  e n e r g y  c o n s e r v a t i o n .

4. D e m o n s t r a t i o n  b y  t h e  u t i l i t i e s  t h a t  t h e i r  p l a n s  r e p r e ­

s e n t  t h e  l e a s t - c o s t  m e a n s  o f  s a t i s f y i n g  e n e r g y  s e r v i c e  

n e e d s .

5. D e m o n s t r a t i o n  b y  u t i l i t i e s  t h a t  t h e i r  p l a n s  f u l l y  c o n ­

s i d e r  a n d  u t i l i z e  a l l  e c o n o m i c a l  e n e r g y  c o n s e r v a t i o n ,  

r e n e w a b l e  r e s o u r c e s ,  a n d  c o g e n e r a t i o n .

6 . T h e  d i s c u s s i o n  o f  t h e  t y p e s  o f  c o n v e n t i o n a l  f a c i l i t i e s  

p l a n n e d .

7. D e m o n s t r a t i o n  t h a t  a  u t i l i t y ' s  r a t e  d e s i g n  a c c u r a t e l y  

r e f l e c t s  t h e  l o n g - t e r m  c o s t - o f - s e r v i c e  f o r  e a c h  c u s ­

t o m e r  c l a s s .

8 . E v i d e n t i a r y  h e a r i n g s  o n  b o t h  a s t a t e w i d e  a n d  u t i l i t y  

p l a n s  w i l l  b e  c o n d u c t e d .  T h e  D e p a r t m e n t  a n d  e a c h  

u t i l i t y  s h a l l  a u t o m a t i c a l l y  b e  m a d e  p a r t i e s  t o  t h e s e  

p r o c e e d i n g s .

9. F o l l o w i n g  h e a r i n g s  t h e  C o m m i s s i o n  s h a l l  i s s u e  a n  o r d e r  

a d o p t i n g  a  p l a n  f o r  e a c h  u t i l i t y  a n d  f o r  t h e  s t a t e .  

T h e  p l a n s  s e l e c t e d  s h a l l  b e  t h o s e  w h i c h  i f  i m p l e m e n t e d  

h a v e  t h e  g r e a t e s t  l i k e l i h o o d  o f  p r o v i d i n g  a d e q u a t e ,  e f ­

f i c i e n t ,  r<'.liable, a n d  e n v i r o n m e n t a l l y  s a f e  e n e r g y  

s e r v i c e s  a t  t h e  l e a s t - c o s t  t o  c o n s u m e r s ;  a n d  w h i c h  

u t i l i z e  t o  t h e  f u l l e s t  e x t e n t  p r a c t i c a l  a l l  e c o n o m i c a l  

s o u r c e s  o f  c o n s e r v a t i o n ,  r e n e w a b l e  r e s o u r c e s ,  c o g e n e r a ­

t i o n ,  a n d  i m p r o v e m e n t s  i n  e n e r g y  e f f i c i e n c y .
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10. T h e  p l a n s  a d o p t e d  b y  t h e  C o m m i s s i o n  f o r  e a c h  u t i l i t y  

s h a l l ,  t o  t h e  f u l l e s t  e x t e n t  p o s s i b l e ,  b e  c o n s i s t e n t  

w i t h  t h e  s t a t e w i d e  e n e r g y  p l a n  a d o p t e d  b y  t h e  C o m m i s ­

s i o n .

11. T h e  m o s t  r e c e n t  p l a n s  ( u t i l i t y  a n d  s t a t e w i d e )  a d o p t e d  

b y  t h e  C o m m i s s i o n  a f t e r  a p p r o p r i a t e  u p d a t i n g  s h a l l  

s e r v e  a s  t h e  b a s i s  f o r  d e m o n s t r a t i n g  t h e  n e e d  f o r  a n e w  

f a c i l i t y  a n d  a n y  p r o c e e d i n g s  w h e r e  a  c e r t i f i c a t e  o f  

c o n v e n i e n c e  a n d  p u b l i c  n e c e s s i t y  i s  b e i n g  r e q u e s t e d .

T h i s  p l a n n i n g  p r o c e s s  r e p r e s e n t e d  a  m a j o r  n e w  r e s p o n s i b i l i t y  

f o r  t h e  C o m m i s s i o n ,  a n d  t h e  e l e m e n t s  o f  t h e  p r o c e s s  a s  d e s c r i b e d  

i n  t h e  A c t  r a i s e d  m a n y  c o m p l e x ,  c o n c e p t u a l ,  m e t h o d o l o g i c a l ,  p r o ­

c e d u r a l  a n d  p o l i c y  i s s u e s .  A l t h o u g h  t h e  A c t  i s  s p e c i f i c  w i t h  

r e s p e c t  t o  t h e  i s s u e s  t o  b e  a d d r e s s e d  i n  t h e  c o u r s e  o f  t h e  

p r o c e s s ,  i t  i s  g e n e r a l l y  s i l e n t  o n  h o w  c e r t a i n  k e y  c o n c e p t s  a r e  

t o  b e  d e f i n e d  a n d  h o w  p a r t i c u l a r  t e c h n i c a l  i s s u e s  a r e  t o  b e  

a d d r e s s e d .  M o r e o v e r ,  t h e  A c t  d e s c r i b e s  a p a r t i c u l a r  p r o c e d u r a l  

a p p r o a c h  t o  p l a n n i n g  w h i c h ,  w h i l e  c l e a r ,  i s  n o t  s u f f i c i e n t l y  

d e t a i l e d  t o  e n a b l e  i m m e d i a t e  i m p l e m e n t a t i o n  o f  t h e  p r o c e s s .

T h e  m a n n e r  i n  w h i c h  p a r t i c u l a r  i s s u e s  a r e  r e s o l v e d ,  t h e  n a ­

t u r e  o f  t h e  p l a n s  u l t i m a t e l y  a p p r o v e d ,  a n d  t h e  c l e a r  a n d  i m p l i e d  

l i n k s  b e t w e e n  p l a n n i n g  a n d  o t h e r  r e s p o n s i b i l i t i e s  o f  t h e  C o m m i s ­

s i o n  w i l l  h a v e  a  s u b s t a n t i a l  e f f e c t  o n  t h e  d e l i v e r y  o f  s e r v i c e  t o  

u t i l i t y  c u s t o m e r s  f o r  m a n y  y e a r s  t o  c o m e .  F o r  t h i s  r e a s o n ,  a n d  

b e c a u s e  o t h e r  p a r t i e s  i n c l u d i n g  t h e  D e p a r t m e n t  o f  E n e r g y  a n d  

N a t u r a l  R e s o u r c e s  a r e  d i r e c t l y  a f f e c t e d  b y  t h e  r e q u i r e m e n t s  o f  

t h e  p r o c e s s ,  i t  s e e m e d  a p p r o p r i a t e  f o r  t h e  C o m m i s s i o n  t o  h a v e  t h e  

b e n e f i t  o f  c o n c e r n e d  p a r t i e s  v i e w s  p r i o r  t o  t a k i n g  a c t i o n  t o  

i m p l e m e n t  t h e  p l a n n i n g  p r o c e s s .  T o w a r d  t h i s  e n d ,  t h e  C o m m i s s i o n ,  

i n  c o n j u n c t i o n  w i t h  i t s  s i s t e r  a g e n c y ,  t h e  D e p a r t m e n t  o f  E n e r g y  

a n d  N a t u r a l  R e s o u r c e s ,  i n i t i a t e d  8 6  N O I - 2  a N o t i c e  o f  I n q u i r y  

r e g a r d i n g  i m p l e m e n t a t i o n  o f  S e c t i o n  8 - 4 0 2  o f  t h e  P u b l i c  U t i l i t i e s  

A c t .

T h e  p u r p o s e  o f  t h i s  N O I  w a s  t o  s o l i c i t  t h e  v i e w s  o f  i n t e r ­

e s t e d  p a r t i e s  o n  i s s u e s  c o n s i d e r e d  c r i t i c a l  t o  t h e  s u c c e s s f u l  i m ­

p l e m e n t a t i o n  o f  t h e  p l a n n i n g  p r o c e s s .  P a r a g r a p h  d ( i v )  o f  S e c t i o n  

8 - 4 0 2  g i v e s  t h e  C o m m i s s i o n  t h e  a u t h o r i t y  t o  d e t e r m i n e  t h e  p r e c i s e  

f o r m ,  s c o p e ,  a n d  c o n t e n t s  o f  t h e  p l a n s  c o n s i s t e n t  w i t h  t h e  

r e q u i r e m e n t s  o f  p a r a g r a p h  (d). T h e  N O I  w a s  c o n d u c t e d  b e t w e e n  

D e c e m b e r  1 9 8 6  a n d  M a y  1 9 8 7 .  T h e  C o m m i s s i o n  u s e d  t h e  i n f o r m a t i o n  

g a t h e r e d  d u r i n g  t h e  N O I  t o  a s s i s t  i t  i n  f a s h i o n i n g  t h e  p r o c e d u r a l  

t o o l  f o r  t h e  i m p l e m e n t a t i o n  o f  t h e  p l a n n i n g  p r o c e s s .

E i g h t e e n  (18) p a r t i e s  f i l e d  i n i t i a l  c o m m e n t s  d u r i n g  t h e  N O I .  

N i n e  (9) p a r t i e s  f i l e d  r e p l y  c o m m e n t s .  I t  w a s  e v i d e n t  f r o m  t h e  

i n i t i a l  a n d  r e p l y  c o m m e n t s  t h a t  p a r t i e s  d e v o t e d  s u b s t a n t i a l  t i m e  

a n d  e f f o r t  t o  t h e i r  r e s p o n s e s .  R e v i e w  o f  t h e s e  c o m m e n t s  p r o v i d e d
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III. B a l a n c i n g  Objectives and the D e f i n i t i o n  of L east-Cost

T h e  I l l i n o i s  s t a t u t e  p l a c e s  a  h e a v y  e m p h a s i s  o n  t h e  c o n c e p t  

o f  l e a s t - c o s t .  T h i s  e m p h a s i s  m a y  b e  u n f o r t u n a t e  g i v e n  t h e  

p r o b l e m s  o f  o p e r a t i o n a l i z i n g  t h e  p l a n n i n g  r e v i e w  p r o c e s s  a n d  t h e  

s u b s e q u e n t  e v a l u a t i o n  o f  a l t e r n a t i v e  p l a n s .

A  n u m b e r  o f  e x p e r t s  i n  t h e  f i e l d  o f  u t i l i t y  p l a n n i n g  

( r e p r e s e n t i n g  r e g u l a t o r y  c o m m i s s i o n s ,  u t i l i t y  f i r m s ,  a n d  

a c a d e m i c s )  h a v e  e x p r e s s e d  c o n c e r n  r e l a t e d  t o  t h e  u s e  o f  t h e  t e r m  

" l e a s t - c o s t " .  T h e  p r e f e r e n c e  w a s  i n s t e a d  f o r  t h e  t e r m  

" i n t e g r a t e d  r e s o u r c e  u t i l i t y  p l a n n i n g , "  i . e . ,  p l a n s  t h a t  c o n ­

s i d e r e d  b o t h  d e m c n d  a n d  s u p p l y  s i d e  o p t i o n s  a n d  t h a t  b a l a n c e d  t h e  

n e e d s  o f  e n e r g y  s e r v i c e  c o n s u m e r s  a n d  u t i l i t y  i n v e s t o r s .  W h i l e  

a t  f i r s t  t h i s  a p p e a r s  o n l y  t o  b e  a  s u p e r f i c i a l  i s s u e  o f  s e m a n t i c s  

i t  i s n ' t .  I n  o r d e r  t o  i s s u e  a  r u l e  t h a t  o p e r a t i o n a l i z e s  t h e  

g o a l s  o f  S e c t i o n  8 - 4 0 2  i t  a p p e a r s  n e c e s s a r y  t o  m o v e  a w a y  f r o m  t h e  

i d e a l  p u b l i c  p o l i c y  g o a l s  o f  i d e n t i f y i n g  t h e  l e a s t - c o s t  m e t h o d  of 

p r o v i d i n g  e n e r g y  s e r v i c e s  t o  o n e  o f  i d e n t i f y i n g  t h e  b e s t - c o s t  i n­

t e g r a t e d  r e s o u r c e  u t i l i t y  p l a n s .

O n e  d e f i n i t i o n  o f  l e a s t - c o s t  t h a t  i s  c l e a r l y  c o n s i s t e n t  w i t h  

t h e  I l l i n o i s  s t a t u t e  m i g h t  r e a d :

G i v e n  t w o  p l a n s  t h a t  p r o v i d e  i d e n t i c a l  l e v e l s  of 

r e l i a b i l i t y  a n d  a d e q u a c y ,  e q u i t y  a m o n g  c u s t o m e r  

c l a s s e s ,  a n d  e n v i r o n m e n t a l  i m p a c t s ,  c h o o s e  t h e  o n e  t h a t  

h a s  t h e  " l e a s t - c o s t " .

T h i s  t y p e  o f  r u l e  i s  c o n s i s t e n t  w i t h  t h e  c o n c e p t  o f  c o s t  m i n i ­

m i z a t i o n  s u b j e c t  t o  c o n s t r a i n t s .  A  n u m b e r  o f  p r o b l e m s  e x i s t ,  

h o w e v e r ,  w i t h  t r y i n g  t o  i m p l e m e n t  s u c h  a  d e f i n i t i o n .  T h e  f i r s t  

p r o b l e m  i s  h o w  t o  m e a s u r e  " c o s t s "  s o  a s  t o  a r r i v e  a t  c o m p a r a b l e  

n u m b e r s  f o r  e a c h  p l a n .  A n o t h e r  p r o b l e m  i s  t h a t  o f  e v a l u a t i n g  a n d  

c o m p a r i n g  p l a n s  t h a t  p r o p o s e  d i f f e r e n t  l e v e l s  o f  r e l i a b i l i t y ,  e n ­

v i r o n m e n t a l  i m p a c t s ,  o r  d i f f i c u l t  t o  q u a n t i f y  e x t e r n a l  e f f e c t s .

T h r e e  a l t e r n a t i v e  m e a n s  f o r  d e f i n i n g  l e a s t - c o s t  h a v e  a r i s e n  

d u r i n g  o u r  d i s c u s s i o n s  i n  I l l i n o i s .  T h e s e  a r e :

a. M i n i m i z a t i o n  o f  t h e  p r e s e n t  v a l u e  o f  r e v e n u e  r e q u i r e ­

m e n t s  (P V R R );

b. M i n i m i z a t i o n  o f  e n e r g y  r a t e s  ( o r  e q u i v a l e n t  r e v e n u e  

r e q u i r e m e n t s  p e r  u n i t  o f  e n e r g y ) ; a n d

c. M i n i m i z a t i o n  o f  t h e  c o s t  o f  e n e r g y  s e r v i c e s  t o  t h e  c o n ­

s u m e r .
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T o  b e t t e r  u n d e r s t a n d  t h e  d i f f e r e n c e s  i n  t h e s e  t h r e e  d e f i n i ­

t i o n s  c o n s i d e r  t h e m  w h e n  a p p l i e d  t o  a  h y p o t h e t i c a l  e x a m p l e  of e s ­

t i m a t e d  o u t c o m e s  r e s u l t i n g  f r o m  t w o  a l t e r n a t i v e  u t i l i t y  p l a n s .  

P l a n  1 r e s u l t s  i n  a n  a n n u a l  r e v e n u e  r e q u i r e m e n t  o f  $ 1  m i l l i o n  

d o l l a r s  f o r  s a l e s  o f  1 0  m i l l i o n  k i l o w a t t - h o u r s  a n d  a  p e r  u n i t  

c o s t  o f  1 0  c e n t s  p e r  k i l o w a t t - h o u r .  P l a n  2 r e s u l t s  i n  a n  a n n u a l  
r e v e n u e  r e q u i r e m e n t  o f  $ 9 5 0 , 0 0 0  f o r  s a l e s  o f  9 m i l l i o n  k i l o w a t t -  

h o u r s  a n d  a  p e r  u n i t  c o s t  o f  1 0 . 5  c e n t s  p e r  k i l o w a t t - h o u r .  T h e  

q u e s t i o n  i s  t h e n  a s k e d ,  " w h i c h  p l a n  i s  l e a s t - c o s t " ?

A s s u m i n g  t h a t  t h e  a n n u a l  r e v e n u e  r e q u i r e m e n t s  a s s o c i a t e d  

w i t h  b o t h  P l a n s  r e m a i n  c o n s t a n t  d u r i n g  t h e  p l a n n i n g  p e r i o d  (20 

y e a r s  f o r  e l e - t r i c s  a n d  10 y e a r s  f o r  g a s ) ,  u n d e r  d e f i n i t i o n  (a) 

( m i n i m i z e  P V R R ) , P l a n  2 i s  t h e  b e t t e r  p l a n ;  b e i n g  $ 5 0 , 0 0 0 / y r .  

c h e a p e r  t h a n  P l a n  1. H o w e v e r ,  i f  d e f i n i t i o n  (b) i s  u s e d

( m i n i m i z e  p e r  u n i t  R R )  P l a n  1 b e c o m e s  t h e  l e a s t - c o s t  pl a n .  

F i n a l l y ,  a t t e m p t i n g  t o  a n s w e r  t h e  q u e s t i o n  u s i n g  d e f i n i t i o n  (c) 

( m i n i m i z e  e n e r g y  s e r v i c e  c o s t s )  w o u l d  r e s u l t  i n  a n  " a n s w e r "  of 

" n o t  e n o u g h  i n f o r m a t i o n . "  T h i s  a p p a r e n t  d i l e m m a  i s  c a u s e d  t o  a 

l a r g e  e x t e n t  b y  t h e  f o c u s  o n  t h e  c o n c e p t  o f  " l e a s t  c o s t "  a n d  t h e  

a s s o c i a t e d  i m p l i c a t i o n  t h a t  a l t e r n a t i v e  p l a n s  c a n  b e  a s s i g n e d  a 

s i n g l e  v a l u e  t h a t  w i l l  i d e n t i f y  t h e  " l e a s t - c o s t "  p l a n .

T h e  a b o v e  c o m p a r i s o n  o f  p l a n s  s u b j e c t ,  f o r  e x a m p l e ,  t o  t he 

o b j e c t i v e  o f  m i n i m i z i n g  p e r  u n i t  R R  i s  b a s e d  o n  t h e  v a l u e  o f  c e r­

t a i n  v a r i a b l e s  a t  a  g i v e n  p o i n t  i n  t i m e .  B u t  w h a t  i s  i m p o r t a n t  

is n o t  o n l y  t h e  v a l u e  o f  t h e s e  v a r i a b l e s  b u t  t h e i r  t r e n d s  o v e r  

t i m e  a s  w e l l .  I t  m a y  b e  t h a t  a f t e r  5 ,  1 0, o r  1 5  y e a r s ,  P l a n  1

w o u l d  r e s u l t  i n  p e r  u n i t  c o s t s  g o i n g  f r o m  1 0  c e n t s / k W h  t o  12 . 5  

c e n t s / k W h ,  w h i l e  P l a n  2 w o u l d  r e s u l t  i n  p e r  u n i t  c o s t s  g o i n g  f r o m

1 0 . 5  c e n t s / k W h  t o  1 1 . 5  c e n t s / k W h  d u e  t o  d i f f e r e n c e s  t h e  r a t e s  of 

i n c r e a s e  i n  t h e  v a l u e  o f  t h e  p e r t i n e n t  v a r i a b l e s .  T h u s ,  a  r u l e

b a s e d  o n  d e f i n i t i o n  (b) ( m i n i m i z a t i o n  o f  p e r  u n i t  R R )  c o u l d  n o t

d i s t i n g u i s h  t h e  " l e a s t - c o s t "  p l a n  e i t h e r .

I n  t h e  c a s e  o f  a  c o m p a r i s o n  b ? s e d  o n  m i n i m i z i n g  t h e  P V R R ,  no 

c o n s i d e r a t i o n  o f  - t h e  t r e n d  of f u t u r e  r a t e s  i s  a s s u r e d .  I n  a 

s e r v i c e  t e r r i t o r y  w h e r e  t h e  c u s t o m e r  b a s e  w a s  d e c l i n i n g ,  m o d e s t  

i n c r e a s e s  i n  t h e  r e v e n u e  r e q u i r e m e n t  c o u l d  l e a d  t o  r a p i d l y  e s­

c a l a t i n g  r a t e s .  H o w e v e r ,  a l t e r n a t i v e  p l a n s  w i t h  h i g h e r  i n i t i a l  

r e v e n u e  r e q u i r e m e n t s  ( w h e n  t h e  c u s t o m e r  p o o l  w a s  s t i l l  l a r g e  

e n o u g h  t o  a b s o r b  t h e  c o s t  w i t h o u t  s i g n i f i c a n t l y  h i g h e r  r a t e s )  

c o u l d  f e a s i b l y  b e  r e j e c t e d  e v e n  i f  t h e  p o s s i b i l i t y  o f  l o w e r  

r e v e n u e  r e q u i r e m e n t s  a n d  r a t e s  in t h e  f u t u r e  e x i s t e d .  A l s o ,  as 

t h e  r e s u l t  o f  d i s c o u n t i n g  f u t u r e  R R ,  a p l a n  t h a t  b e g i n s  w i t h

l o w e r  R R  d u r i n g  t h e  e a r l y  p o r t i o n  o f  t h e  p l a n n i n g  p e r i o d  b u t

w h i c h  r i s e s  s h a r p l y  t o w a r d  t he e n d  m a y  b e  p r e f e r r e d  t o  a  p l a n  

w i t h  a  h i g h e r  i n i t i a l  b u t  m o r e  s t a b l e  f u t u r e  R R .  T h e  n u m b e r  of 

v a r i o u s  s c e n a r i o s  t h a t  o n e  c o u l d  c o n s i d e r  i s  v i r t u a l l y  l i m i t l e s s .
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10. T h e  p l a n s  a d o p t e d  b y  t h e  C o m m i s s i o n  f o r  e a c h  u t i l i t y

s h a l l ,  t o  t h e  f u l l e s t  e x t e n t  p o s s i b l e ,  b e  c o n s i s t e n t

w i t h  t h e  s t a t e w i d e  e n e r g y  p l a n  a d o p t e d  b y  t h e  C o m m i s ­

s i o n .

11. T h e  m o s t  r e c e n t  p l a n s  ( u t i l i t y  a n d  s t a t e w i d e )  a d o p t e d  

b y  t h e  C o m m i s s i o n  a f t e r  a p p r o p r i a t e  u p d a t i n g  s h a l l  

s e r v e  a s  t h e  b a s i s  f o r  d e m o n s t r a t i n g  t h e  n e e d  f o r  a  n e w  

f a c i l i t y  a n d  a n y  p r o c e e d i n g s  w h e r e  a  c e r t i f i c a t e  o f  

c o n v e n i e n c e  a n d  p u b l i c  n e c e s s i t y  i s  b e i n g  r e q u e s t e d .

T h i s  p l a n n i n g  p r o c e s s  r e p r e s e n t e d  a m a j o r  n e w  r e s p o n s i b i l i t y  

f o r  t h e  C o m m i s s i o n ,  a n d  t h e  e l e m e n t s  o f  t h e  p r o c e s s  a s  d e s c r i b e d  

i n  t h e  A c t  r a i s e d  m a n y  c o m p l e x ,  c o n c e p t u a l ,  m e t h o d o l o g i c a l ,  p r o ­

c e d u r a l  a n d  p o l i c y  i s s u e s .  A l t h o u g h  t h e  A c t  i s  s p e c i f i c  w i t h  

r e s p e c t  t o  t h e  i s s u e s  t o  b e  a d d r e s s e d  i n  t h e  c o u r s e  o f  t h e

p r o c e s s ,  i t  i s  g e n e r a l l y  s i l e n t  o n  h o w  c e r t a i n  k e y  c o n c e p t s  a r e

t o  b e  d e f i n e d  a n d  h o w  p a r t i c u l a r  t e c h n i c a l  i s s u e s  a r e  t o  b e  

a d d r e s s e d .  M o r e o v e r ,  t h e  A c t  d e s c r i b e s  a p a r t i c u l a r  p r o c e d u r a l  

a p p r o a c h  t o  p l a n n i n g  w h i c h ,  w h i l e  c l e a r ,  i s  n o t  s u f f i c i e n t l y  

d e t a i l e d  t o  e n a b l e  i m m e d i a t e  i m p l e m e n t a t i o n  o f  t h e  p r o c e s s .

T h e  m a n n e r  i n  w h i c h  p a r t i c u l a r  i s s u e s  a r e  r e s o l v e d ,  t h e  n a ­

t u r e  o f  t h e  p l a n s  u l t i m a t e l y  a p p r o v e d ,  a n d  t h e  c l e a r  a n d  i m p l i e d  

l i n k s  b e t w e e n  p l a n n i n g  a n d  o t h e r  r e s p o n s i b i l i t i e s  o f  t h e  C o m m i s ­

s i o n  w i l l  h a v e  a  s u b s t a n t i a l  e f f e c t  o n  t h e  d e l i v e r y  o f  s e r v i c e  t o  

u t i l i t y  c u s t o m e r s  f o r  m a n y  y e a r s  t o  c o m e .  F o r  t h i s  r e a s o n ,  a n d  

b e c a u s e  o t h e r  p a r t i e s  i n c l u d i n g  t h e  D e p a r t m e n t  o f  E n e i g y  a n d  

N a t u r a l  R e s o u r c e s  a r e  d i r e c t l y  a f f e c t e d  b y  t h e  r e q u i r e m e n t s  o f  

t h e  p r o c e s s ,  i t  s e e m e d  a p p r o p r i a t e  f o r  t h e  C o m m i s s i o n  t o  h a v e  t h e  

b e n e f i t  o f  c o n c e r n e d  p a r t i e s  v i e w s  p r i o r  t o  t a k i n g  a c t i o n  t o  

i m p l e m e n t  t h e  p l a n n i n g  p r o c e s s .  T o w a r d  t h i s  e n d ,  t h e  C o m m i s s i o n ,  

i n  c o n j u n c t i o n  w i t h  i t s  s i s t e r  a g e n c y ,  t h e  D e p a r t m e n t  o f  E n e r g y  

a n d  N a t u r a l  R e s o u r c e s ,  i n i t i a t e d  8 6  N O I - 2  a  N o t i c e  o f  I n q u i r y  

r e g a r d i n g  i m p l e m e n t a t i o n  o f  S e c t i o n  8 - 4 0 2  o f  t h e  P u b l i c  U t i l i t i e s  

A c t .

T h e  p u r p o s e  o f  t h i s  N O I  w a s  t o  s o l i c i t  t h e  v i e w s  o f  i n t e r ­

e s t e d  p a r t i e s  o n  i s s u e s  c o n s i d e r e d  c r i t i c a l  t o  t h e  s u c c e s s f u l  i m ­

p l e m e n t a t i o n  o f  t h e  p l a n n i n g  p r o c e s s .  P a r a g r a p h  d ( i v )  o f  S e c t i o n  

8 - 4 0 2  g i v e s  t h e  C o m m i s s i o n  t h e  a u t h o r i t y  t o  d e t e r m i n e  t h e  p r e c i s e  

f o r m ,  s c o p e ,  a n d  c o n t e n t s  o f  t h e  p l a n s  c o n s i s t e n t  w i t h  t h e  

r e q u i r e m e n t s  o f  p a r a g r a p h  ( d ) . T h e  N O I  w a s  c o n d u c t e d  b e t w e e n  

D e c e m b e r  1 9 8 6  a n d  M a y  1 9 8 7 .  T h e  C o m m i s s i o n  u s e d  t h e  i n f o r m a t i o n

g a t h e r e d  d u r i n g  t h e  N O I  t o  a s s i s t  i t  i n  f a s h i o n i n g  t h e  p r o c e d u r a l  

t o o l  f o r  t h e  i m p l e m e n t a t i o n  o f  t h e  p l a n n i n g  p r o c e s s .

E i g h t e e n  (18) p a r t i e s  f i l e d  i n i t i a l  c o m m e n t s  d u r i n g  t h e  N O I .  

N i n e  (9) p a r t i e s  f i l e d  r e p l y  c o m m e n t s .  I t  w a s  e v i d e n t  f r o m  t h e  

i n i t i a l  a n d  r e p l y  c o m m e n t s  t h a t  p a r t i e s  d e v o t e d  s u b s t a n t i a l  t i m e  

a n d  e f f o r t  t o  t h e i r  r e s p o n s e s .  R e v i e w  o f  t h e s e  c o m m e n t s  p r o v i d e d
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v a l u a b l e  i n f o r m a t i o n  f o r  t h e  C o m m i s s i o n .  B a s e d  u p o n  t h e  r e c o m ­

m e n d a t i o n s  c o n t a i n e d  i n  t h e  N O I  F i n a l  R e p o r t ,  t h e  C o m m i s s i o n  i n ­

i t i a t e d  a  R u l e m a k i n g  i n  l a t e  M a y .  T h e  C o m m i s s i o n  d i r e c t e d  t h a t  

w o r k s h o p s  b e  h e l d  w i t h i n  t h i s  R u l e m a k i n g  i n  a n  a t t e m p t  t o  r e a c h  a 

f u l l y  s t i p u l a t e d  a g r e e m e n t  b y  a l l  a f f e c t e d  p a r t i e s  o n  r u l e s  

g o v e r n i n g  t h e  s t a t e w i d e  a n d  u t i l i t y  p l a n s .

A t  t h e  C o m m i s s i o n ' s  d i r e c t i o n ,  C o m m i s s i o n  s t a f f ,  i n  c o o p e r a ­

t i o n  w i t h  t h e  I l l i n o i s  D e p a r t m e n t  o f  E n e r g y  a n d  N a t u r a l  

R e s o u r c e s ,  p r e p a r e d  d r a f t  r u l e s  t o  b e  u s e d  a s  d i s c u s s i o n  d o c u ­

m e n t s  i n  t h e  w o r k s h o p s .  T h e s e  d r a f t s  w e r e  c i r c u l a t e d  a t  t h e  

b e g i n n i n g  o f  J u l y .  T o  d a t e ,  f o u r t e e n  w o r k s h o p s  h a v e  b e e n  h e l d ,  

e a c h  d e a l i n g  w i t h  d i f f e r e n t  t o p i c s  a d d r e s s e d  b y  t h e  d r a f t  

p r o p o s a l .  A d d i t i o n a l  w o r k s h o p s  w i l l  b e  h e l d  r e g a r d i n g  a  R u l e  f o r  

n a t u r a l  g a s  u t i l i t i e s .  T h e s e  w o r k s h o p s  w i l l  m o s t  l i k e l y  c o n t i n u e  

t h r o u g h  e a r l y  n e x t  y e a r .  I n  N o v e m b e r  t h e  C o m m i s s i o n  w i l l  a s s e s s  

t h e  l i k e l i h o o d  o f  r e a c h i n g  a  f u l l  s t i p u l a t i o n  o n  r u l e s  t o  i m p l e ­

m e n t  l e a s t - c o s t  p l a n n i n g  f o r  e l e c t r i c  u t i l i t i e s  i n  I l l i n o i s .  I f  

a d d i t i o n a l  w o r k s h o p s  a p p e a r  t o  b e  u s e f u l  t o  r e a c h i n g  a  f u l l  

s t i p u l a t i o n  t h e  w o r k s h o p  p r o c e s s  m a y  b e  c o n t i n u e d .  I f  t h e  

w o r k s h o p  p r o c e s s  h a s  n o t  l e d  t o  f u l l  s t i p u l a t i o n  a m o n g s t  a l l  

p a r t i e s ,  o r  i t  d o e s  n o t  r e a s o n a b l y  a p p e a r  t h a t  f u r t h e r  w o r k s h o p s  

w i l l  r e s u l t  i n  a  s t i p u l a t i o n ,  t h e n  t h e  C o m m i s s i o n  i n t e n d s  t o  i n ­

i t i a t e  e v i d e n t i a r y  h e a r i n g s  t o  a d o p t  a r u l e  f o r  i m p l e m e n t a t i o n  o f  

L e a s t - C o s t  P l a n n i n g  i n  I l l i n o i s .

I I . M a j o r  I s s u e s  I d e n t i f i e d  w i t h  I m p l e m e n t i n g  L C E P  i n  I l l i n o i s

I l l i n o i s  h a s  i d e n t i f i e d  m a n y  i s s u e s  i n  c o n n e c t i o n  w i t h  i m ­

p l e m e n t i n g  L e a s t - C o s t  E n e r g y  P l a n n i n g .  S o m e  o f  t h e  m a j o r  i s s u e s  

t o  e m e r g e  a r e :

1. O p e r a t i v e  d e f i n i t i o n  o f  L e a s t - C o s t

2. C o n s i s t e n c y  i n  f i l i n g  s e q u e n c e  o f  s t a t e w i d e  a n d  i n ­

d i v i d u a l  e n e r g y  p l a n s .

3. T r e a t m e n t  o f  u n c e r t a i n t y .
4. L i n k a g e s  b e t w e e n  L C E P  a n d  o t h e r  C o m m i s s i o n  p o l i c i e s  a n d

a c t i v i t i e s .
5. T r e a t m e n t  o f  m u l t i - j u r i s d i c t i o n a l  u t i l i t i e s .

6 . U s e  o f  c o m m o n  f o r e c a s t i n g  m e t h o d o l o g i e s .

7. R o l e  o f  a l t e r n a t i v e  t e c h n o l o g i e s  i n  f o r m u l a t i n g  a n d

e v a l u a t i n g  e n e r g y  p l a n s ■

8 . S p e c i f i c a t i o n  o f  s c e n a r i o s  t o  b e  p r e s e n t e d  i n  t h e

e n e r g y  p l a n s .

O f  t h e s e  m a j o r  i s s u e s  a n  o p e r a t i v e  d e f i n i t i o n  o f  l e a s t - c o s t  

e m e r g e d  a s  o n e  o f  t h e  m o s t  s i g n i f i c a n t .

7
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T h e  I l l i n o i s  s t a t u t e  p l a c e s  a  h e a v y  e m p h a s i s  o n  t h e  c o n c e p t  

o f  l e a s t - c o s t .  T h i s  e m p h a s i s  m a y  b e  u n f o r t u n a t e  g i v e n  t h e  

p r o b l e m s  o f  o p e r a t i o n a l i z i n g  t h e  p l a n n i n g  r e v i e w  p r o c e s s  a n d  t h e  

s u b s e q u e n t  e v a l u a t i o n  o f  a l t e r n a t i v e  p l a n s .

A  n u m b e r  o f  e x p e r t s  i n  t h e  f i e l d  o f  u t i l i t y  p l a n n i n g  

( r e p r e s e n t i n g  r e g u l a t o r y  c o m m i s s i o n s ,  u t i l i t y  f i r m s ,  a n d  

a c a d e m i c s )  h a v e  e x p r e s s e d  c o n c e r n  r e l a t e d  t o  t h e  u s e  o f  t h e  t e r m  

" l e a s t - c o s t " .  T h e  p r e f e r e n c e  w a s  i n s t e a d  f o r  t h e  t e r m  

" i n t e g r a t e d  r e s o u r c e  u t i l i t y  p l a n n i n g , "  i . e . ,  p l a n s  t h a t  c o n ­

s i d e r e d  b o t h  d e m a n d  a n d  s u p p l y  s i d e  o p t i o n s  a n d  t h a t  b a l a n c e d  t h e  

n e e d s  o f  e n e r g y  s e r v i c e  c o n s u m e r s  a n d  u t i l i t y  i n v e s t o r s .  W h i l e  

a t  f i r s t  t h i s  a p p e a r s  o n l y  t o  b e  a  s u p e r f i c i a l  i s s u e  o f  s e m a n t i c s  

i t  i s n ' t .  I n  o r d e r  t o  i s s u e  a  r u l e  t h a t  o p e r a t i o n a l i z e s  t h e  

g o a l s  o f  S e c t i o n  8 - 4 0 2  i t  a p p e a r s  n e c e s s a r y  t o  m o v e  a w a y  f r o m  t h e  

i d e a l  p u b l i c  p o l i c y  g o a l s  o f  i d e n t i f y i n g  t h e  l e a s t - c o s t  m e t h o d  o f  

p r o v i d i n g  e n e r g y  s e r v i c e s  t o  o n e  o f  i d e n t i f y i n g  t h e  b e s t - c o s t  i n ­

t e g r a t e d  r e s o u r c e  u t i l i t y  p l a n s .

O n e  d e f i n i t i o n  o f  l e a s t - c o s t  t h a t  i s  c l e a r l y  c o n s i s t e n t  w i t h  

t h e  I l l i n o i s  s t a t u t e  m i g h t  r e a d :

G i v e n  t w o  p l a n s  t h a t  p r o v i d e  i d e n t i c a l  l e v e l s  o f  

r e l i a b i l i t y  a n d  a d e q u a c y ,  e q u i t y  a m o n g  c u s t o m e r

c l a s s e s ,  a n d  e n v i r o n m e n t a l  i m p a c t s ,  c h o o s e  t h e  o n e  t h a t  

h a s  t h e  " l e a s t - c o s t " .

T h i s  t y p e  o f  r u l e  i s  c o n s i s t e n t  w i t h  t h e  c o n c e p t  o f  c o s t  m i n i ­

m i z a t i o n  s u b j e c t  t o  c o n s t r a i n t s .  A  n u m b e r  o f  p r o b l e m s  e x i s t ,

h o w e v e r ,  w i t h  t r y i n g  t o  i m p l e m e n t  s u c h  a d e f i n i t i o n .  T h e  f i r s t

p r o b l e m  i s  h o w  t o  m e a s u r e  " c o s t s "  s o  a s  t o  a r r i v e  a t  c o m p a r a b l e  

n u m b e r s  f o r  e a c h  p l a n .  A n o t h e r  p r o b l e m  i s  t h a t  o f  e v a l u a t i n g  a n d  

c o m p a r i n g  p l a n s  t h a t  p r o p o s e  d i f f e r e n t  l e v e l s  o f  r e l i a b i l i t y ,  e n ­

v i r o n m e n t a l  i m p a c t s ,  o r  d i f f i c u l t  t o  q u a n t i f y  e x t e r n a l  e f f e c t s .

T h r e e  a l t e r n a t i v e  m e a n s  f o r  d e f i n i n g  l e a s t - c o s t  h a v e  a r i s e n  

d u r i n g  o u r  d i s c u s s i o n s  i n  I l l i n o i s .  T h e s e  a r e :

a. M i n i m i z a t i o n  o f  t h e  p r e s e n t  v a l u e  o f  r e v e n u e  r e q u i r e ­

m e n t s  ( P V R R ) ;

b. M i n i m i z a t i o n  o f  e n e r g y  r a t e s  ( o r  e q u i v a l e n t  r e v e n u e

r e q u i r e m e n t s  p e r  u n i t  o f  e n e r g y ) ; a n d

c. M i n i m i z a t i o n  o f  t h e  c o s t  o f  e n e r g y  s e r v i c e s  t o  t h e  c o n ­

s u m e r  .



T o  b e t t e r  u n d e r s t a n d  t h e  d i f f e r e n c e s  i n  t h e s e  t h r e e  d e f i n i ­

t i o n s  c o n s i d e r  t h e m  w h e n  a p p l i e d  t o  a h y p o t h e t i c a l  e x a m p l e  o f  e s ­

t i m a t e d  o u t c o m e s  r e s u l t i n g  f r o m  t w o  a l t e r n a t i v e  u t i l i t y  p l a n s .  

P l a n  1 r e s u l t s  i n  a n  a n n u a l  r e v e n u e  r e q u i r e m e n t  o f  $ 1  m i l l i o n  

d o l l a r s  f o r  s a l e s  o f  1 0  m i l l i o n  k i l o w a t t - h o u r s  a n d  a p e r  u n i t  

c o s t  o f  10 c e n t s  p e r  k i l o w a t t - h o u r .  P l a n  2 r e s u l t s  i n  a n  a n n u a l  

r e v e n u e  r e q u i r e m e n t  o f  $ 9 5 0 , 0 0 0  f o r  s a l e s  o f  9 m i l l i o n  k i l o w a t t -  

h o u r s  a n d  a  p e r  u n i t  c o s t  o f  1 0 . 5  c e n t s  p e r  k i l o w a t t - h o u r .  T h e  

q u e s t i o n  i s  t h e n  a s k e d ,  " w h i c h  p l a n  i s  l e a s t - c o s t " ?

A s s u m i n g  t h a t  t h e  a n n u a l  r e v e n u e  r e q u i r e m e n t s  a s s o c i a t e d  

w i t h  b o t h  P l a n s  r e m a i n  c o n s t a n t  d u r i n g  t h e  p l a n n i n g  p e r i o d  ( 20 

y e a r s  f o r  e l e c t r i c s  a n d  1 0  y e a r s  f o r  g a s ) ,  u n d e r  d e f i n i t i o n  (a) 

( m i n i m i z e  P V R R ) ,  P l a n  2 i s  t h e  b e t t e r  p l a n ;  b e i n g  $ 5 0 , 0 0 0 / y r .  

c h e a p e r  t h a n  P l a n  1. H o w e v e r ,  i f  d e f i n i t i o n  (b) x s  u s e d

( m i n i m i z e  p e r  u n i t  R R )  P l a n  1 b e c o m e s  t h e  l e a s t - c o s t  p l a n .  

F i n a l l y ,  a t t e m p t i n g  t o  a n s w e r  t h e  q u e s t i o n  u s i n g  d e f i n i t i o n  (c) 

( m i n i m i z e  e n e r g y  s e r v i c e  c o s t s )  w o u l d  r e s u l t  i n  a n  " a n s w e r "  o f  

" n o t  e n o u g h  i n f o r m a t i o n . "  T h i s  a p p a r e n t  d i l e m m a  i s  c a u s e d  t o  a 

l a r g e  e x t e n t  b y  t h e  f o c u s  o n  t h e  c o n c e p t  o f  " l e a s t  c o s t "  a n d  t h e  

a s s o c i a t e d  i m p l i c a t i o n  t h a t  a l t e r n a t i v e  p l a n s  c a n  b e  a s s i g n e d  a 

s i n g l e  v a l u e  t n a t  w i l l  i d e n t i f y  t h e  " l e a s t - c o s t "  p l a n .

T h e  a b o v e  c o m p a r i s o n  o f  p l a n s  s u b j e c t ,  f o r  e x a m p l e ,  t o  t h e  

o b j e c t i v e  o f  m i n i m i z i n g  p e r  u n i t  R R  i s  b a s e d  o n  t h e  v a l u e  o f  c e r ­

t a i n  v a r i a b l e s  a t  a  g i v e n  p o i n t  i n  t i m e .  B u t  w h a t  i s  i m p o r t a n t  

i s  n o t  o n l y  t h e  v a l u e  o f  t h e s e  v a r i a b l e s  b u t  t h e i r  t r e n d s  o v e r  

t i m e  a s  w e l l .  I t  m a y  b e  t h a t  a f t e r  5, 1 0 ,  o r  15 y e a r s ,  P l a n  1

w o u l d  r e s u l t  i n  p e r  u n i t  c o s t s  g o i n g  f r o m  1 0  c e n t s / k W h  t o  1 2 . 5  

c e n t s / k W h ,  w h i l e  P l a n  2 w o u l d  r e s u l t  i n  p e r  u n i t  c o s t s  g o i n g  f r o m

1 0 . 5  c e n t s / k W h  t o  1 1 . 5  c e n t s / k W h  d u e  t o  d i f f e r e n c e s  t h e  r a t e s  o f  

i n c r e a s e  i n  t h e  v a l u e  o f  t h e  p e r t i n e n t  v a r i a b l e s .  T h u s ,  a  r u l e  

b a s e d  o n  d e f i n i t i o n  (b) ( m i n i m i z a t i o n  o f  p e r  u n i t  R R )  c o u l d  n o t  

d i s t i n g u i s h  t h e  " l e a s t - c o s t "  p l a n  e i t h e r .

I n  t h e  c a s e  o f  a  c o m p a r i s o n  b a s e d  o n  m i n i m i z i n g  t h e  P V R R ,  n o  

c o n s i d e r a t i o n  o f  t h e  t r e n d  o f  f u t u r e  r a t e s  i s  a s s u r e d .  I n  a 

s e r v i c e  t e r r i t o r y  w h e r e  t h e  c u s t o m e r  b a s e  w a s  d e c l i n i n g ,  m o d e s t  

i n c r e a s e s  i n  t h e  r e v e n u e  r e q u i r e m e n t  c o u l d  l e a d  t o  r a p i d l y  e s ­

c a l a t i n g  r a t e s .  H o w e v e r ,  a l t e r n a t i v e  p l a n s  w i t h  h i g h e r  i n i t i a l  

r e v e n u e  r e q u i r e m e n t s  ( w h e n  t h e  c u s t o m e r  p o o l  w a s  s t i l l  l a r g e  

e n o u g h  t o  a b s o r b  t h e  c o s t  w i t h o u t  s i g n i f i c a n t l y  h i g h e r  r a t e s )  

c o u l d  f e a s i b l y  b e  r e j e c t e d  e v e n  i f  t h e  p o s s i b i l i t y  o f  l o w e r  

r e v e n u e  r e q u i r e m e n t s  a n d  r a t e s  i n  t h e  f u t u r e  e x i s t e d .  A l s o ,  a s  

t h e  r e s u l t  o f  d i s c o u n t i n g  f u t u r e  R R ,  a  p l a n  t h a t  b e g i n s  w i t h  

l o w e r  R R  d u r i n g  t h e  e a r l y  p o r t i o n  o f  t h e  p l a n n i n g  p e r i o d  b u t  

w h i c h  r i s e s  s h a r p l y  t o w a r d  t h e  e n d  m a y  b e  p r e f e r r e d  t o  a  p l a n  

w i t h  a  h i g h e r  i n i t i a l  b u t  m o r e  s t a b l e  f u t u r e  R R .  T h e  n u m b e r  o f  

v a r i o u s  s c e n a r i o s  t h a t  o n e  c o u l d  c o n s i d e r  i s  v i r t u a l l y  l i m i t l e s s .



T h e  i m p o r t a n t  p o i n t  i s  t h a t  a n y  q u a n t i t a t i v e  d e c i s i o n  r u l e  b a s e d  

o n  a  s i n g l e  f a c t o r  i s  l i k e l y  t o  f a i l  t o  p e r f o r m  i t s  f u n c t i o n  u n ­

d e r  a n y  s e t  o f  f e a s i b l e  c i r c u m s t a n c e s .

O n l y  i n  t h e  c a s e  w h e r e  o n e  p l a n  i n  a g r o u p  o f  a l t e r n a t i v e s ,  

i d e n t i c a l  w i t h  r e s p e c t  t o  t h e  p r o p e r t i e s  s t a t e d  a b o v e ,  i s  e x ­

p e c t e d  t o  p r o d u c e  b o t h  t h e  l o w e s t  r e v e n u e  r e q u i r e m e n t s  a n d  t h e  

l o w e s t  p e r  u n i t  c o s t  o f  e n e r g y  o v e r  t h e  e n t i r e  p l a n n i n g  h o r i z o n  

c a n  a r u l e  b a s e d  o n  a " l e a s t - c o s t "  ( i . e . ,  s i n g l e  f a c t o r )  c o n c e p t  

b e  e x p e c t e d  t o  y i e l d  a  u n i q u e  c h o i c e .  H o w e v e r ,  b e c a u s e  t h i s

p a r t i c u l a r  c a s e  i s  u n l i k e l y ,  s t a n d a r d s  m o r e  d i s c r i m i n a t i n g  

( a l b e i t  m o r e  s u b j e c t i v e )  t h a n  " l e a s t - c o s t "  n e e d  t o  b e  c o n s i d e r e d .

I t  s h o u l d  n o w  b e  a p p a r e n t  t h a t  t h e  d e f i n i t i o n s  o f  l e a s t - c o s t  

l i s t e d  a b o v e  a s  (a) a n d  (b) ( m i n i m i z e  P V R R  a n d  m i n i m i z e  p e r  u n i t  

R R F )  a r e  n o t  t r u e  a l t e r n a t i v e s  t o  o n e  a n o t h e r .  B o t h  c o n d i t i o n s  

m u s t  e x i s t  t o  s a t i s f y  a  " l e a s t - c o s t "  d e f i n i t i o n .  F u r t h e r m o r e ,  

t h e r e  i s  m o s t  l i k e l y  s o m e  v a l u e  t o  c o n s i d e r i n g  t r a d e o f f s  b e t w e e n  

t h e  b e n e f i t s  o f  l o w e r  r e v e n u e  r e q u i r e m e n t s  a n d  h i g h e r  u n i t  c o s t s  

i n  o n e  p e r i o d  f o r  l o w e r  u n i t  c o s t s  i n  a n o t h e r  p e r i o d .  T h e r e  a r e  

o t h e r  p o s s i b l e  s c e n a r i o s  a s  w e l l  j u s t  a s  t h e r e  a r e  o p p o r t u n i t i e s  

f o r  t r a d e o f f s  b e t w e e n  b o t h  r e v e n u e  r e q u i r e m e n t s  a n d  r a t e s  w i t h  

t h e  s t a n d a r d s  o f  r e l i a b i l i t y ,  e n v i r o n m e n t a l  q u a l i t y ,  e t c .

T h i s  l e a d s  t o  c o n s i d e r a t i o n  o f  d e f i n i t i o n  (c) ( m i n i m i z e  

e n e r g y  s e r v i c e  c o s t s  t o  t h e  c o n s u m e r ) .  W h i l e  m i n i m i z i n g  c o s t s  

u n d o u b t e d l y  s h o u l d  b e  t h e  g o a l  o f  p u b l i c  p o l i c y ,  t h e  p r o s p e c t s  o f  

o p e r a t i o n a l i z i n g  t h i s  d e f i n i t i o n  b y  w a y  o f  a  q u a n t i t a t i v e  d e c i ­

s i o n  r u l e  a r e  e q u a l l y  a s  d i s m a l .  I n  p a r t  t h i s  i s  d u e  t o  t h e  f a c t  

t h a t  t h e  e n e r g y  s e r v i c e  c o s t  e n c o u n t e r e d  b y  a n y  g i v e n  c u s t o m e r  i s  

a  f u n c t i o n  o f  b o t h  t h e  e n e r g y  p r i c e ( s )  f a c e d  b y  t h e  c u s t o m e r  a n d  

t h e  a l t e r n a t i v e  c a p i t a l  a n d  o p e r a t i o n a l  i n p u t s  a v a i l a b l e  t o  t h e  

c u s t o m e r  t o  c o n t r o l  t h e i r  l e v e l  a n d  p a t t e r n  o f  u s a g e .  T h u s  

e n e r g y  s e r v i c e s  a r e  a  d e r i v e d  d e m a n d  a n d  t h e r e f o r e  m o r e  d i f f i c u l t  

t o  q u a n t i f y  f o r  l a r g e  n u m b e r s  o f  c u s t o m e r s ;  e a c h  w i t h  m a n y  v a r i a ­

t i o n s  o f  c h o i c e  a v a i l a b l e  t o  t h e m .

T h e s e  p r o b l e m s  o f  b a l a n c i n g  t h e  o b j e c t i v e s  o f  t h e  " l e a s t -  

c o s t "  p l a n n i n g  p r o c e s s ,  d e f i n i n g  t h e  t e r m  l e a s t - c o s t ,  a n d  

e v a l u a t i n g  t h e  p l a n s  c a n  o n l y  b e  r e s o l v e d  a f t e r  i t  i s  r e c o g n i z e d  

t h a t  s o m e  o f  t h e  s t a n d a r d s  e n u m e r a t e d  i n  S e c t i o n  8 - 4 0 1  o f  t h e  I l ­

l i n o i s  s t a t u t e  ( r e l i a b i l i t y ,  a d e q u a c y ,  a n d  e n v i r o n m e n t a l  q u a l i t y )  

a r e  d i r e c t l y  r e l a t e d  t o  t h e  c o s t s  a s s o c i a t e d  w i t h  a g i v e n  p l a n .  

T h e s e  p r o p e r t i e s ,  w i t h  t h e  a d d i t i o n  o f  t h e  f i n a n c i a l  i n t e g r i t y  o f  

t h e  u t i l i t y  a r e  c o m m o d i t i e s  t o  b e  p u r c h a s e d  f o r  a  c o s t ,  i . e . ,  f o r  

a  g i v e n  i n i t i a l  l e v e l  o f  r e v e n u e  r e q u i r e m e n t s  a n d  p e r  u n i t  c o s t .  

A l o n g  w i t h  t h e i r  a s s o c i a t e d  t r e n d s ,  w e  c a n  p u r c h a s e  t h e s e  l e v e l s  

a n d  t r e n d s  o f  r e l i a b i l i t y ,  a d e q u a c y ,  e n v i r o n m e n t a l  q u a l i t y ,  a n d  

f i n a n c i a l  i n t e g r i t y .  T h i s  t y p e  o f  e v a l u a t i o n  i s  b e t t e r  d e s c r i b e d  

a s  a  " b e s t - c o s t "  a p p r o a c h .
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I V. U n c e r t a i n t y  A s s o c i a t e d  w i t h  L e a s t - C o s t  P l a n s

A n  i m p o r t a n t  f a c t o r  t o  b e  c o n s i d e r e d  i n  t h e  d e v e l o p m e n t  a n d  

e v a l u a t i o n  o f  l e a s t - c o s t  p l a n s  i s  t h e  g r e a t  d e a l  o f  u n c e r t a i n t y  

a s s o c i a t e d  w i t h  f u t u r e  e v e n t s  t h a t  m u s t  b e  i n c o r p o r a t e d  i n t o  

t h e s e  p l a n s .  S e c t i o n  8 - 4 0 2 ,  p a r a g r a p h  f, o f  t h e  I l l i n o i s  P u b l i c  

U t i l i t i e s  A c t  r e c o g n i z e s  t h e  i m p a c t  o f  u n c e r t a i n t y  i n  i n s t r u c t i n g  

t h a t

" . . . t h e  C o m m i s s i o n  s h a l l  s e l e c t  t h e  p l a n ,  a n d  c o m p o n e n t s  

t h e r e o f ,  w h i c h  w i l l  r e s u l t  i n  t h e  g r e a t e s t  l i k e l i h o o d  o f  

p r o v i d i n g  a d e q u a t e ,  e f f i c i e n t ,  r e l i a b l e  a n d  e n v i r o n m e n t a l l y  

s a f e  e n e r g y  s e r v i c e s  a t  t h e  l e a s t  c o s t  t o  c o n s u m e r s  . . . "  

( e m p h a s i s  a d d e d ) .

A c c o u n t i n g  f o r  t h e  e f f e c t s  o f  u n c e r t a i n t y  i n v o l v e s  t h e  i n v e s t i g a ­

t i o n  o f  a l t e r n a t i v e  f u t u r e  s c e n a r i o s  b y  t h e  u t i l i t y .  S e c t i o n  8 - 

4 0 2 ,  p a r a g r a p h  d, s p e c i f i c a l l y  s t a t e s  t h a t

" e a c h  e n e r g y  u t i l i t y  s h a l l  i n c l u d e  d e m a n d  p r o j e c t i o n s  f o r  

s e r v i c e s  a n d  p r o j e c t e d  c u s t o m e r s  b y  m a j o r  s e r v i c e  c l a s s ­

i f i c a t i o n  o f  t h e  p u b l i c  u t i l i t y ,  a s  w e l l  a s  t h e  b a s i s  f o r  

s u c h  p r o j e c t i o n ,  i n c l u d i n g  a n  e x a m i n a t i o n  o f  p o s s i b l e  a l t e r ­

n a t i v e  l e v e l s  o f  d e m a n d  a n d  d i s c u s s i o n s  o f  t h e  f o r e c a s t i n g  

m e t h o d o l o g i e s  a n d  i n p u t  v a r i a b l e s  u s e d  i n  m a k i n g  t h e  

f o r e c a s t s ."

T h e  s a l i e n t  i m p a c t  o f  u n c e r t a i n t y  u p o n  t h e  l e a s t - c o s t  p l a n ­

n i n g  p r o c e s s  i s  t h a t  t h e  u t i l i t y  a n a l y s t  c a n  n e v e r  k n o w  i n  a d ­

v a n c e  w h e t h e r  a n y  g i v e n  p l a n  w i l l ,  i n  f a c t ,  b e  l e a s t  c o s t .  T h e  

s e l e c t i o n  o f  a  p l a n  t h a t  e v e n t u a l l y  p r o v e s  t o  b e  t h e  l e a s t - c o s t  

p l a n ,  t h e n ,  w i l l  h a p p e n  o n l y  b y  a c c i d e n t .  A s  a  r e s u l t  u n c e r ­

t a i n t y  c a u s e s  a n  i n c r e a s e  i n  t h e  c o s t  o f  p r o v i d i n g  s e r v i c e  a b o v e  

t h a t  w h i c h  c o u l d  h a v e  b e e n  r e a l i z e d  h a d  t h e  u t i l i t y  a n a l y s t  h a d  

p e r f e c t  i n f o r m a t i o n  r e g a r d i n g  f u t u r e  e v e n t s .

T h e  m o s t  c o m m o n l y  r e c o g n i z e d  f o r m  o f  u n c e r t a i n t y  i n v o l v e s  

t h e  d i f f i c u l t  t a s k  o f  e s t i m a t i n g  t h e  f u t u r e  v a l u e s  o f  t h e  i n d e ­

p e n d e n t  v a r i a b l e s  u s e d  i n  t h e  f o r e c a s t i n g  p r o c e s s .  E x a m p l e s  o f  

s u c h  v a r i a b l e s  i n c l u d e  f u e l  p r i c e s ,  i n t e r e s t  r a t e s ,  c o n s t r u c t i o n  

e x p e n d i t u r e s ,  i n f l a t i o n ,  a n d  p l a n t  o p e r a t i n g  e f f i c i e n c i e s .  I n  

a d d i t i o n  t o  p r o b l e m s  a s s o c i a t e d  w i t h  e s t i m a t i n g  f u t u r e  v a l u e s ,  

u n c e r t a i n t y  m a y  a l s o  r e s u l t  f r o m  i n c o r r e c t  f o r e c a s t i n g  m o d e l  

s p e c i f i c a t i o n  a n d  i m p r e c i s e  c o e f f i c i e n t  e s t i m a t i o n .

T y p i c a l l y ,  u t i l i t i e s  h a v e  u s e d  o n e  o r  m o r e  o f  t h r e e  p o p u l a r  

m e t h o d o l o g i e s  t o  i n c o r p o r a t e  u n c e r t a i n t y  i n t o  t h e i r  f o r e c a s t s .  

T h e s e  t h r e e  m e t h o d o l o g i e s  a r e  s e n s i t i v i t y  a n a l y s i s ,  s t o c h a s t i c  

s i m u l a t i o n ,  a n d  d e c i s i o n  a n a l y s i s .
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I n  s e n s i t i v i t y  a n a l y s i s ,  t h e  i n d e p e n d e n t  v a r i a b l e s  o f  t h e

f o r e c a s t i n g  m o d e l  a r e  v a r i e d  o v e r  a r e a s o n a b l e  r a n g e  a n d  t h e  e f ­

f e c t  o n  t h e  f o r e c a s t e d  l e v e l  o f  d e m a n d  i s  s u b s e q u e n t l y  o b s e r v e d .  

F r e q u e n t l y ,  c o m b i n a t i o n s  o f  v a r i a b l e  m o d i f i c a t i o n s  a r e  m a d e  

s i m u l t a n e o u s l y  t o  e s t a b l i s h  p l a u s i b l e  s c e n a r i o s  w h i c h  r e s u l t  i n  

c h a n g e s  i n  f o r e c a s t e d  d e m a n d .  O f t e n ,  u t i l i t i e s  e m p l o y i n g  s e n ­

s i t i v i t y  a n a l y s i s  w i l l  p r e s e n t  t h e  m o s t - l i k e l y  h i g h  a n d  l o w

d e m a n d  s c e n a r i o s .  T h e  s e n s i t i v i t y  a n a l y s i s  m e t h o d  i s  f l a w e d ,  

h o w e v e r ,  i n  t h a t  t h e  p r o b a b i l i t i e s  o f  e a c h  o f  t h e  s c e n a r i o s  o c ­

c u r r i n g  a r e  u s u a l l y  n o t  p r o v i d e d .

T h e  s t o c h a s t i c  ( o r  M o n t e  C a r l o )  s i m u l a t i o n  m e t h o d  d o e s ,  

h o w e v e r ,  a l l o w  s p e c i f i c a t i o n  o f  p r o b a b i l i t y  v a l u e s .  I n  t h i s  

m e t h o d ,  t h e  a n a l y s t  f i r s t  m u s t  a s s i g n  p r o b a b i l i t y  d i s t r i b u t i o n s  

t o  t h e  i n d e p e n d e n t  v a r i a b l e s .  T h i s  s i m u l a t i o n  t e c h n i q u e  t h e n  

c h o o s e s  r a n d o m  v a l u e s  f r o m  t h e  a s s i g n e d  p r o b a b i l i t y  d i s t r i b u t i o n .  

T h e  a n a l y s t  s p e c i f i e s  t h e  n u m b e r  o f  t r i a l s  t o  b e  r u n  i n  t h e  

s i m u l a t i o n ,  a n d  w h e n  t h e  s i m u l a t i o n  h a s  r u n ,  a v e r a g e  r e s u l t s  a r e  

c a l c u l a t e d .  T h e  d i s a d v a n t a g e  o f  s t o c h a s t i c  s i m u l a t i o n  l i e s  i n  

t h e  q u a n t i t y  o f  r e s o u r c e s ,  t h e  t i m e  i t  r e q u i r e s  a n d  t h e  u s u a l l y  

s u b j e c t i v e  a s s i g n m e n t  o f  t h e  p r o b a b i l i t y  d i s t r i b u t i o n s .

I n  d e c i s i o n  a n a l y s i s ,  a p r o b a b i l i t y  t r e e  d i a g r a m  i s  u s e d  i n  

w h i c h  b r a n c h  p a t h s  r e p r e s e n t  a l t e r n a t i v e  s c e n a r i o s .  I n d e p e n d e n t  

v a r i a b l e s  a r e  p e r m i t t e d  t o  a s s u m e  a l i m i t e d  n u m b e r  o f  v a l u e s ,  

e a c h  a s s o c i a t e d  w i t h  d i s c r e t e  p r o b a b i l i t y  v a l u e s .  I n  t h i s  m a n ­

n e r ,  e a c h  b r a n c h  p a t h  o n  t h e  t r e e  c a n  b e  a s s o c i a t e d  w i t h  a  p r o b ­

a b i l i t y  a n d  a  c o s t .  T h e  n u m b e r  o f  a l t e r n a t i v e  v a r i a b l e s  e x a m i n e d  

m a y  b e  l i m i t e d  b y  t h e  u n d e s i r a b l e  c o m p l e x i t y  t h e  d e c i s i o n  t r e e  

d e v e l o p s  a s  v a r i a b l e s  a r e  a d d e d .

M o s t  u t i l i t i e s  a l r e a d y  i n v e s t i g a t e  a l t e r n a t i v e  s c e n a r i o s  

w h e n  d e v e l o p i n g  t h e i r  f o r e c a s t s .  U t i l i t i e s  g e n e r a l l y  b e l i e v e  

t h a t  t h e  i m p a c t  o f  c h a n g e s  i n  i n p u t  v a r i a b l e s  o n  t h e  f o r e c a s t  

o u t p u t  i s  a n e c e s s a r y  a n d  d e s i r a b l e  s t e p  i n  d e v e l o p i n g  f o r e c a s t s .  

T h e y  a l s o  f e e l  i t  i s  p o s s i b l e  t o  a s s i g n  p r o b a b i l i t i e s  t o  t h e  a l ­

t e r n a t i v e  s c e n a r i o s  b e i n g  e x a m i n e d .  I f  t h e  u t i l i t y  o n l y  u s e s  

s e n s i t i v i t y  a n a l y s i s  t o  e x a m i n e  t h e  e f f e c t s  o f  u n c e r t a i n t y ,  a n y  

a s s i g n m e n t s  o f  p r o b a b i l i t y  v a l u e s  t o  t h e s e  a l t e r n a t i v e  s c e n a r i o s  

m u s t  b e  d o n e  t h r o u g h  e n t i r e l y  s u b j e c t i v e  e v a l u a t i o n .  T h i s  s u b ­

j e c t i v e  a s s i g n m e n t  o f  p r o b a b i l i t y  v a l u e s  m a y  e i t h e r  b e  d o n e  a s  

t h e  r e s u l t  o f  t h e  f o r e c a s t e r ' s  i n f o r m e d  j u d g m e n t  o r  t h e  c u l m i n a ­

t i o n  o f  i n t e r v i e w s  w i t h  r e s i d e n t  a n d / o r  o u t s i d e  e x p e r t s .

T h e  i n c o r p o r a t i o n  o f  u n c e r t a i n t y  i n t o  u t i l i t y  p r o j e c t i o n s  i s  

a n  i m p o r t a n t  p a r t  o f  t h e  f o r e c a s t i n g  p r o c e s s .  S e n s i t i v i t y  

a n a l y s i s  c a n  b e  v a l u a b l e  i n  e s t a b l i s h i n g  t h e  r o b u s t n e s s  o f  s u p p l y  

a n d  d e m a n d  f o r e c a s t s  t o  c h a n g e s  i n  t h e  v a l u e s  o f  i n d e p e n d e n t  

v a r i a b l e s .  S e n s i t i v i t y  a n a l y s i s  a l o n e ,  h o w e v e r ,  d o e s  n o t  g i v e  

p l a n  r e v i e w e r s  a n  i n d i c a t i o n  o f  t h e  l i k e l i h o o d  o f  a l t e r n a t i v e  

s c e n a r i o s  o c c u r r i n g .  F o r  t h i s  r e a s o n ,  s u b j e c t i v e  p r o b a b i l i t i e s
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n e e d  t o  b e  a s s i g n e d  t o  t h e  s c e n a r i o s  e x a m i n e d  i n  s e n s i t i v i t y  

a n a l y s i s ,  u n l e s s  a  m o r e  f o r m a l  m e t h o d  i s  u s e d .  S t o c h a s t i c  

s i m u l a t i o n  a n d  d e c i s i o n  a n a l y s i s  a r e  t w o  a l t e r n a t i v e  

m e t h o d o l o g i e s  t h a t  s p e c i f y  t h e  p r o b a b i l i t y  o f  e a c h  s c e n a r i o  o c ­

c u r r i n g .  T h e s e  m o r e  f o r m a l  m e t h o d s  d o  i n v o l v e  a d d i t i o n a l  e x ­

p e n s e ,  a n d  i t  i s  n o t  c l e a r  w h e t h e r  t h i s  i n c r e a s e d  c o s t  i s  j u s ­

t i f i e d  b y  g a i n i n g  s u p e r i o r  p r o b a b i l i t y  e s t i m a t e s .

V .  L i n k a g e s  t o  O t h e r  D u t i e s  a n d  P o l i c i e s

T h e  l e a s t - c o s t  p l a n n i n g  s e c t i o n s  o f  t h e  I l l i n o i s  P u b l i c  

U t i l i t i e s  A c t  a r e  l i n k e d  b o t h  d i r e c t l y  a n d  i n d i r e c t l y  t o  o t h e r  

C o m m i s s i o n  p o l i c i e s  a n d  a c t i v i t i e s .  L e a s t - c o s t  p l a n n i n g  p r o c e ­

d u r e s  a n d  c r i t e r i a  n e e d  t o  b e  i n t e g r a t e d  w i t h  b o t h  p r o p o s e d  a n d  

e x i s t i n g  C o m m i s s i o n  p o l i c y .  F o r  l e a s t - c o s t  p l a n n i n g  t o  b e  m o s t  

e f f e c t i v e ,  t h e s e  a r e a s  m u s t  b e  a d d r e s s e d  a n d  r e c o n c i l e d  w h e r e  

n e c e s s a r y .

A s  a n  e x a m p l e ,  t h e  C o m m i s s i o n  r e c e n t l y  i n v e s t i g a t e d  ( i n  N O I -  

8 6 - 1 )  i s s u e s  r e l a t e d  t o  e x c e s s  e l e c t r i c  g e n e r a t i n g  c a p a c i t y .  O n e  

p o s s i b l e  o u t c o m e  o f  t h i s  i n v e s t i g a t i o n  i s  t o  c o m p l e t e l y  e x c l u d e  

e x c e s s  c a p a c i t y  f r o m  r a t e  b a s e  c o n s i d e r a t i o n ,  a l l o w i n g  n e i t h e r  a  

r e t u r n  o n  o r  o f  i n v e s t m e n t s ,  r e g a r d l e s s  o f  t h e  p r u d e n c y  o f  t h e  

c o n s t r u c t i o n  d e c i s i o n .  I n  f a c t ,  s o m e  f o r m  o f  e x c l u s i o n  o f  e x c e s s  

c a p a c i t y  i s  r e q u i r e d  b y  l a w  u n d e r  S e c t i o n s  9 - 2 1 2  a n d  9 - 2 1 5  o f  t h e  

I l l i n o i s  P u b l i c  U t i l i t i e s  A c t .  T h e  m o r e  d e e p l y  i n v o l v e d  t h e  C o m ­

m i s s i o n  b e c o m e s  i n  t h e  c a p a c i t y  d e c i s i o n - m a k i n g  p r o c e s s  u n d e r  

l e a s t - c o s t  p l a n n i n g ,  t h e  g r e a t e r  w i l l  b e  i t s  r e s p o n s i b i ’i t y  f o r  

m i s t a k e s .

A n o t h e r  a r e a  i n  w h i c h  l e a s t - c o s t  p l a n n i n g  a n d  C o m m i s s i o n  

p o l i c y  a r e  r e l a t e d  i s  w h e e l i n g  o f  e l e c t r i c i t y .  A t  t h e  w h o l e s a l e  

l e v e l ,  t h e  a v a i l a b i l i t y  a n d  p r i c e  o f  w h e e l e d  e l e c t r i c  p o w e r  w i l l  

i m p a c t  t h e  u t i l i t i e s '  s u p p l y  p l a n n i n g  p r o c e s s .  T h e  a v a i l a b i l i t y  

o f  t r a n s m i s s i o n  s e r v i c e s  a t  n o n - d i s c r i m i n a t o r y  p r i c e s  w i l l  i n ­

f l u e n c e  t h e  p r o f i t a b i l i t y  a n d  a m o u n t  o f  c o g e n e r a t i o n  a n d  s m a l l  

p o w e r  p r o d u c t i o n .  B o t h  c o g e n e r a t i o n  a n d  s m a l l  p o w e r  p r o d u c t i o n  

a r e  e m p h a s i z e d  i n  t h e  l e a s t - c o s t  p l a n n i n g  l e g i s l a t i o n .  S o m e  c o n ­

s i d e r a t i o n  i s  a l s o  b e i n g  g i v e n  t o  t h e  i s s u e  o f  r e t a i l  w h e e l i n g .  

U n d e r  r e t a i l  w h e e l i n g ,  s o m e  c u s t o m e r s  c o u l d  b y p a s s  t h e i r  n a t i v e  

u t i l i t y  a n d  p u r c h a s e  p o w e r  f r o m  o t h e r  s u p p l i e r s  s u c h  a s  s m a l l  

p o w e r  p r o d u c e r s  a n d  c o g e n e r a t o r s .  T h e s e  a c t i v i t i e s  m a y  h a v e  a  

l a r g e  e f f e c t  o n  a  u t i l i t y ' s  p l a n n i n g  p r o c e s s  a s  w e l l  a s  t h e  

p r o f i t a b i l i t y  o f  s m a l l  p o w e r  p r o d u c e r s .

A  g e n e r a l  q u e s t i o n  l i n k i n g  l e a s t - c o s t  p l a n n i n g  t o  o t h e r  C o m ­

m i s s i o n  p o l i c i e s  i s  w h e t h e r  a n d / o r  h o w  l e a s t - c o s t  p l a n n i n g  s h o u l d  

c o n s i d e r  o n l y  c o o p e r a t i v e  e f f o r t s  b e t w e e n  p a r t i e s  ( u t i l i t i e s  a n d  

p o s s i b l y  b e t w e e n  u t i l i t y  c u s t o m e r s .  T h e  q u e s t i o n  i t s e l f  m u s t  b e  

a d d r e s s e d  b e f o r e  t h e  r e l a t i o n s h i p  b e t w e e n  s t a t e w i d e  a n d  u t i l i t y  

e n e r g y  p l a n s  c a n  b e  r e c o n c i l e d .  I f  o n l y  c o o p e r a t i v e  e f f o r t s  a r e  

t o  b e  c o n s i d e r e d ,  t h e  D E N R  s t a t e w i d e  e n e r g y  p l a n  m i g h t  a p ­
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p r o p r i a t e l y  b e  a  s u m m a r y  o f  i n d i v i d u a l  u t i l i t y  p l a n s  a c c o u n t i n g  

f o r  u n d e v e l o p e d  p o t e n t i a l  c o o p e r a t i v e  e f f o r t s .  O n  t h e  o t h e r  

h a n d ,  i f  " l e a s t - c o s t "  i s  t o  b e  a p p l i e d  t o  t h e  S t a t e  a s  a  w h o l e ,  

t h e  s t a t e w i d e  p l a n  w o u l d  c o n s i d e r  p o l i c i e s  w h i c h  m i g h t  h a r m  s o m e  

p a r t i e s ,  b u t  i n  t h e  a g g r e g a t e  r e d u c e  c o s t .  I n  t h i s  c a s e ,  t h e  
s t a t e w i d e  p l a n  m a y  b e  s u b s t a n t i a l l y  d i f f e r e n t  t h a n  a s u m m a r y  o f  

i n d i v i d u a l  p l a n s .  I f  t h e  s e c o n d  a p p r o a c h  i s  t a k e n ,  s o m e  a c ­

t i v i t i e s  w h i c h  a r e  a p p r o p r i a t e  t o  l e a s t - c o s t  p l a n n i n g  m a y  v i o l a t e  

e x i s t i n g  p o l i c y  o r  s t a t u t e .  A n  e x a m p l e  o f  t h e  l a t t e r  i s  c e n t r a l  

d i s p a t c h  o f  e l e c t r i c  g e n e r a t i o n  s t a t e w i d e .  W h e n  t h i s  o c c u r s ,  t h e  

C o m m i s s i o n  w i l l  h a v e  t o  r e a s s e s s  i t s  e x i s t i n g  p o l i c y  i n  l i g h t  o f  

t h i s  n e w  i n f o r m a t i o n .  R e t a i l  w h e e l i n g ,  f o r  i n s t a n c e ,  m a y  r e d u c e  

c o s t s  i n  t h e  a g g r e g a t e ,  b u t  m i g h t  h a r m  n a t i v e  u t i l i t i e s  a n d ,  

d e p e n d i n g  u p o n  o t h e r  C o m m i s s i o n  p o l i c i e s ,  m a y  h a r m  t h e  u t i l i t y ' s  

" c a p t i v e "  c u s t o m e r s  a s  w e l l .  S u c h  a  p o l i c y  m i g h t  v i o l a t e  t h e  

u t i l i t y ' s  m o n o p o l y  r i g h t  a n d  t h u s  t h e  s o - c a l l e d  r e g u l a t o r y  c o m ­

p a c t  b e t w e e n  t h e  u t i l i t y  a n d  r a t e p a y e r s .  T h e  C o m m i s s i o n ,  i n  t h i s  

c a s e ,  w o u l d  h a v e  t o  c a r e f u l l y  c o n s i d e r  t h e  r a m i f i c a t i o n  o f  i t s  

a c t i o n  i n  t h e s e  k i n d s  o f  s i t u a t i o n s .

O n e  o t h e r  p o i n t  c o n c e r n s  m u l t x - j u r i s d i c t i o n a l  u t i l i t i e s .  

T h e  C o m m i s s i o n  h a s  t h e  a u t h o r i t y  t o  o r d e r  t h e  i m p l e m e n t a t i o n  o f  a  

l e a s t - c o s t  p l a n .  T h e  q u e s t i o n  t h e n  b e c o m e s ,  s h o u l d  t h i s

a u t h o r i t y  a p p l y  t o  o u t - o f - s t a t e  f a c i l i t i e s  i f  t h e y  a f f e c t  t h e  

u t i l i t y ' s  i n - s t a t e  s e r v i c e ?  F u r t h e r  w h a t  h a p p e n s  i f  t h e  

C o m m i s s i o n ' s  a p p r o v e d  l e a s t - c o s t  p l a n  i s  i n c o n s i s t e n t  w i t h  

a n o t h e r  r e g u l a t o r y  a u t h o r i t y ' s  d e c i s i o n s ?  T h e s e  q u e s t i o n s  s h o u l d  

b e  a d d r e s s e d  a n d  w i l l  l i k e l y  b e  r e l a t e d  t o  o t h e r  C o m m i s s i o n  

p o l i c i e s  r e g a r d i n g  m u l t i - s t a t e  u t i l i t i e s .

V I . C o n c l u s i o n

L e a s t - C o s t  E n e r g y  P l a n n i n g  i s  a  n e w l y  p r o p o s e d  r e g u l a t o r y  

t o o l .  A s  w i t h  m o s t  s u c h  n e w  p r o p o s a l s  t h e i r  w o r t h  i s  t e s t e d  

a g a i n s t  t h e  e x i s t i n g  r e g u l a t o r y  p o l i c i e s ,  p r a c t i c e s  a n d  o b j e c ­

t i v e s  t h e y  a f f e c t .  B y  i t s  n a t u r e ,  l e a s t - c o s t  e n e r g y  p l a n n i n g

t o u c h e s  m o s t  o f  t h e  b a s i c  t e n e t s  o f  c u r r e n t  r e g u l a t i o n .  T h u s ,  

t h e  t e s t i n g  o f  i t  b e c o m e s  a  c o m p l e x ,  a n d  o f t e n t i m e s  c o n t e n t i o u s ,  

p r o c e s s .  T h i s ,  h o w e v e r ,  s h o u l d  n o t  d e t e r  u t i l i t i e s ,  r e g u l a t o r s  

a n d  u t i l i t y  c u s t o m e r s  f r o m  t a k i n g  t h e  t i m e  a n d  e f f o r t  t o  e x a m i n e  

t h e  f e a s i b i l i t y  o f  l e a s t - c o s t  e n e r g y  p l a n n i n g .  I t  d o e s  h o l d  t h e  

p r o m i s e  f o r  b e i n g  a n  e s s e n t i a l  r e g u l a t o r y  t o o l  f o r  d e a l i n g  w i t h  

t o d a y ' s  c h a n g i n g  u t i l i t y  m a r k e t s .
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EFFICIENT RATEMAKING PRACTICES 

IN A LEAST COST PLANNING ENVIRONMENT 

Jim Lazar, Ccnsu11ing Economist

uyOno concern that comes to mind If a util 
undertakes a major program of using 
conservation investments as an alternative to 
generating Investments Is that conservation 
increases costs without Increasing sales. If 
ratos aro computed simply by dividing costs by 
sales, the result Is an ever-lncreasTng average 
rate per kllowatt-hour.

For most utilities, the cost of new, long-life 
generating resources will significantly exceed 
the average cost of existing power resources. 
New power plants are more expensive to build, 
due to additional environmental controls and 
due to inflation in construction costs. Adding 
new power plants will cause Increases In 
average power supply expenses, and will be 
reflected ultimately In rate Increases.
However, a new power plant producing power at 7 
cents/kwh may Increase rates per kilowatt-hour 
by less than a new conservation resource which 
conserves power at 5 cents/kwh, simply because 
the denominator In the ratemaking equation —  
total sales —  Is Increasing. Thus, even 
though thn conservation resource Is loss 
oxpcnslvo and rosults In smaller Increases In 
costs, the generating resource may result In 
slaTTer Increases In rates.

One simple solution to this is to bill 
customers for energy services, rather than just 
for metered kllowatt-nours. A customer who 
receives 1000 kwh from the utility should be 
billed for 1000 kwh. A customer who receives 
900 kwh plus an incentive payment to acquire 
appliances which conserve 100 kwh should be 
billed for the services they receive; 900 kwh 
of energy delivered in the form of kilowatt- 
hours, and 100 kwh delivered in the form of 
conservation savings.

Professional Energy Services Companies (ESCOs) 
are now operating In many parts of the United 
States. These companies make conservation 
Improvements in buildings and Indtstrlal 
facilities, using their own capital. The most 
widely known ESCO Is Johnson Controls, which 
sells and installs energy management systems 
for commercial office buildings.

An ESCO collects fees from the owners of the 
facilities they Improve which are tied to tho 
energy savings; the owner retains a portion o- 
the savings at no cost or exposure, and tho 
ESCO is able to make a profit on tha 
investment. In some cases, the ESCO receives : 
payment from both the owner and from the 
utility system. To the extent that a utility 
is able to avoid now generating resources, thi; 
arrangomont can ho bnnoflcinl t all nf lho 
customers of that utility.

It Is conceptually slmplu to cumpulu a bill lui 
consumers which rocovors costs for both motorod 
kilowatt-hours from generating plants, and tor 
Imputed kilowatt-hours from conservation 
programs financed by the utility. So long as 
the rate per kwh Is lower for the Imputed 
kilowatt-hours Is lower than th8 rate for

meterec kilowatt-hours, a consumer is always 
better off choosing a utility-financed cost- 
effective conservation measure than doing 
without It and using more metered kilowatt-
hours.

Conservation reduces the need for new 
generating resources. If new resources cost 
more than existing resources, all customers on 
a systom benefit from conservation activities, 
in conservation measures are not developed, 
customers will see an Increase In thalr rate 
por kwh for powor usod. It Is therefore 
appropriate that customers using generating 
resources be willing to share In the cost of 
developing conservation resources. Under most 
present systems, customers who conserve still 
face rate Increases to pay for new generating 
plants to serve growth, but there is no 
reciprocity —  customers creating the need for 
the growth do not share in the cost of 
conservation activities that may free up the 
energy needed to serve that growth.

ABANDONING THE "NO LOSERS" TEST

It Is possible that some conservation measures 
may provide such great savings at such low 
costs that all customers benefit from utility- 
financed conservation programs. This Is the 
on oa 11 lid "no-lofior'n tonf," by which a util 
will only flnanco those moasuros which save 
costs for all consumers, Including non- 
partlclpatlng consumers. However, many 
conservation resources do not satisfy the no- 
Icsor's test, but are'st111 cost-effective 
compared with new generating resources.

ty

An appropriate way to ensure that these cost- 
effective resources are developed prior to the 
development of more expensive generating 
resources Is to allow customers who directly 
benefit from such resources to pay for their 
energy savings the same way they would pay for 
energy consumption, in the absence of a 
conservation program —  through the rate per 
kilowatt-hour that they pay their local 
utility. If the measures are cost-effective, 
the rate per kwh for conserved energy will bo 
lower than the rate per kwh for metered energy.

LXAMPLE —  TnE REFRIGERATOR INCENTIVE PROGRAM

As discussed In the example of substituting a 
refrigerator Incentive program for a purchase 
of additional generation, a utility may be able 
to savo Its customers money by Implementing a 
$50 incentive payment to pay the additional 
cost of acquiring a more energy-efficient 
refrigerator. If one change Is made In the 
example, to assume that distribution costs (In 
addition to generation costs) must be paid in 
order to dnhvnr tho additional powor produces 
umloi tho “gonor at Ion" scenario, tho sconario 
changes somewhat .

ll del ivory costs for tho now powor oquals that 
for existing powor, the generation scenario, 
adding generation at a price above the cost of 
existing supplies, will cause rate Increases 
for all customers. Most utilities have faced 
this problem In recent years. In the



conservation scenario, the direct beneficiaries 
of tho Incontlvo paymont will havo lowor onoiyy 
usano. and thnroforo lowor hills, and non- 
par 11 c I pants will havo unchanged onorny usage, 
higher rates, and thorolore higher bills, Ihoto 
may bo an Inefficient distribution of costs and 
benefits.

Using the example of the refrigerator Incentive 
program, assume that existing power purchases 
are costing Pleasant Valley Electric 
ooperatlve 4 cents/kwh plus 4 cents/kwh to 

■ deliver, for average current rates of 8 
cents/kwh. Assume that additional power 
purchases will cost 5 cents/kwh to purchase, 
and will cost 4 cents/kwh to deliver, for a 
total of 9 cents/kwh. Under this situation, 
all customers will benefit from conservation 
which reduces the reed to acquire and deliver 
additional, more expensive power.

The refrigerator incentive program has annual 
costs of $147,000 and annual savings of 10 
million kwh, for an average cost or 1.5 
cents/kwh, much lower than the cost of 
purchased power.

Pleasant Valley is currently buying 100 million 
kwh at a price of 4 cents/kwh, for a total 
purchased power bill of $4 million. Adding 10 
million kwh at 5 cents/kwh will Increase the 
total purchased power bill to $4.5 million. 
Distribution costs will Increase from $4 
million to $4.4 million, and total revenue 
requirements will Increase from $8 million to 
$8.9 million. The average rate will then 
increase from 8 cents to 8.09 cents/kwh, and 
all rates w'll have to increase.

Ono oqullnblo allocution nl censor v.il ion ur.l:.
I*. lu establish as a ju*I It.y that non 
participants will not Do mado worse off as a 
result of a conservation program than they 
would be If a generating resource were acquired 
Instead to meet the.r growing needs. In this 
example, the average purchased powor expense 
for generated and conserved energy would not be 
allowed to Increase more with the refrigerator 
incentive program than it would without such a 
demand-side program.

With a refrigerator Incentive program and this 
cost constraint, the average purchased power 
expense would not be allowed to exceed 4.09 
cents/kwh, including the contribution by non 
participating ratepayers to the refrigerator 
program. Given sales of 100 million kwh, the 
amount of revenue whicn would be generated by 
adding an Increment to purchased power costs 
aqua I to what would bo Inclined absent a 
conservation program would be .09 cents times 
100 million kwh, or $90,000 per year. While 
this would not cover the full cost of the 
refrigerator Inc.entLve progratty •It.vwul.d defray 
much of the cost.

This approach, however, would still leave 
$57,000 of annual costs of the refrigerator 
Incentive program which cannot be recovered 
from ratepayers on the basis of kwh usage 
without raising rates by more than the 
generation alternative. These costs can be 
recovered from tho direct beneficiaries of the 
program. Each of 25,000 direct beneficiaries 
of the refrigerator Incentive program will have 
received a payment of $50, and Is receiving

benefits of 400 kwh/year. The program Is 
providing benefits of 10 million kwh/yoar. 
nivlrllnq tho $57,000 In residual rovonuo 
roquiromont by 10 million kwh/yoar product):; n 
not cost of .57 conts/kwh. If each of tho 
direct bonofIclarlos Is blilod for 400 kwh o 
.57 conts/kwh, they will pay $2.28/year (or 
$.19/month) In additional charges. Not a bad 
deal for power which at retail rates of 8.09 
cents/kwh would cost them $32.36.

Th8 utility now Is receiving full recovery of 
the conservation program costs. All ratepayers 
are contributing to the cost recovery. Non- 
partlcipatlng ratepayers are paying no more 
than they would pay for identical benefits in 
the absence of the conservation program.
Program participants are paying significantly 
less than they would pay In the absence of a 
conservation program, this allocation of costs 
and benefits meets the Pareto test of economic 
efficiency: At least one person Is made better 
off (the participants) without making any 
person worse off. Other allocations of the 
costs and benefits could be constructed to make 
al I ratepayers better off, and no ratepayers 
worse off.

The bills of Pleasant Valley Electric 
Cooperative must be adapted to reflect this 
change of the utility from a power distribution 
entity to an energy-servlces entry. The 
example below shows a bill for both a 
pa-ticipating and non-participating customer, 
after implementation of the conservation 
program.

IX AVI‘I! UII 111 
f l  I A!< All I VAI I I I  I I I  IIIH 11: COIII’i MAI I .’I

WITHOUT CONSERVATION PROGRAM

ALL CUSTOMERS

10C0 Generation KWH B $.0309 $30.90

Amount due: $80.90

WITH CONSERVATION PROGRAM

IHU.TAUl 11:1 PAT I NO CUSTOMER

1000 Generation KWH 0 $.0809 $80.90

Amount duo: $80.90

PARTICIPATING CUSTOMER

967 Generation KWH @$.0809 $78.23
33 Conservation KWH 0 $.0057 $ .19

1000 Total KWH

Amount due: $78.42



Alaska State Legislature
HOUSE OF REPRESENTATIVES 

Committee on Finance
Official Business P.O. Box V

State Capitol
TO: Representative Sam Gotten. Co-Chair Juneau, Alaska 9 9 « n

Representative Adeiheicl Herrmann, Co-Chair 
House Resources Committee

FROM: Representative Ray Browjv

DATE: March 9, 1988

SUB I: HB 238/239: Least-Cost Energy Planning Legislation

As a result of the lean-cost planning conference last fall, the House Resource 
Committee s interim work session on HB 238/239 and some additional 
discussions and conversations with utility representatives and public 
interest groups. 1 would like to propose some modifications to CS HB 238 
(Laoor and Commerce I and its companion appropriation measure. CS HB 239 
(Labor and Commerce) now pending consideration in the House Resources 
Committee.

i have attached for your consideration suggested language for a House 
Resources draft committee substitute for both bills. The changes reflected in 
the two bills are briefly described below. It is my hope that you would 
request that these changes be drafted as a CS work draft for consideration 
by the Resources Committee so that the bills could be heard in the near 
future.

Proposed Changes to HB 238

The major change suggested is simply one of structure in regard to the 
reporting requirements. The L&C version of the bill had two distinct, but 
related, reporting requirements. These have been consolidated into a single 
integrated resource plan" requirement. Additionally, the filing deadline for 
the first integrated resource plan has been moved back: implementation plan 
updates would be required annually; complete review and re-approval of 
the integrated resource plan would be required every three years.

The suggested draft provides for expedited cost recovery of expenses 
associated with the reporting requirements and for recovery of costs 
incurred as a result of implementation of an approved plan. The proposed



Resources CS work draft retains the requirement that a utility would require 
approval from the APUC prior to development or acquisition by 
contract of a new project or supply resource with an equivalent capacity 
greater than five megawatts. However, the proposed draft recognizes the 
exemption for Bradley Lake contained in HB 356.

Proposed Changes to HB 2J_9

The essential changes proposed for HB 239 concern the level of funding 
which would be provided by the bill. At the fall conference on Least Cost 
Planning, a number of participants commented thai the proposed funding 
level would be inadequate for the planning effort required. The proposed 
changes also reflect some minor language changes to conform HB 239 with 
the proposed revisions to HB 238.

< i < « i

I appreciate your consideration of this request and would be happy to 
discuss this matter at your earliest convenience.

attachments
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R e v i s e d  D r a f t  # 2

C S  H B  2 3 8  ( W O R K  D R A F T )

S e c t i o n  1; I n t e g r a t e d  R e s o u r c e  P l a n s  R e q u i r e d

A S  4 2 . 0 5  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

A S  4 2 . 0 5 . 2 9 4 .  I N T E G R A T E D  R E S O U R C E  PLANS.

(a) A n  e l e c t r i c  u t i l i t y  w i t h  a n n u a l  s a l e s  t h a t  e x c e e d  

3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  s h a l l  f i l e  a n  i n t e g r a t e d  r e s o u r c e  

p l a n  w i t h  t h e  C o m m i s s i o n  o n  o r  b e f o r e  J a n u a r y  1 5, 1 9 9 0 ,  a n d  

e v e r y  t h r e e  (3) y e a r s  t h e r e a f t e r .  U n l e s s  o t h e r w i s e  s p e c i f i e d ,  

w h e n  t h e  p l a n  r e q u i r e s  a  f o r e c a s t  o r  p r o j e c t i o n ,  t h e  f o r e c a s t  

o r  p r o j e c t i o n  m u s t  b e  f o r  t h e  t w e n t y  (2 0 ) y e a r s  f o l l o w i n g  t h e  

y e a r  p r i o r  t o  t h e  f i l i n g .

T h e  i n t e g r a t e d  r e s o u r c e  p l a n  m u s t  s h o w  h o w  t h e  u t i l i t y  w i l l  

m e e t  p r o j e c t e d  p o w e r  r e q u i r e m e n t s  t h r o u g h  i n c r e a s e d  p o w e r  

s u p p l i e s ,  i m p r o v e d  e f f i c i e n c i e s  i n  t h e  g e n e r a t i o n  o r  d e l i v e r y  

o f  p o w e r ,  t h e  p r o v i s i o n  o f  e n e r g y  s e r v i c e s ,  o r  a n y  c o m b i n a t i o n  
o f  t h e s e  o r  o t h e r  m e a n s .

T h e  p l a n  s h a l l

(1 ) l i s t  a n d  d e s c r i b e  c u r r e n t  f a c i l i t i e s  a n d  e n e r g y  
s u p p l y  r e s o u r c e s  o f  t h e  u t i l i t y ;

(2 ) i n c l u d e  a  p r o j e c t e d  r e t i r e m e n t  s c h e d u l e  w h i c h  l i s t s  

t h e  f a c i l i t i e s  t h a t  t h e  u t i l i t y  e x p e c t s  t o  r e m o v e  f r o m  s e r v i c e  

w i t h  a  d i s c u s s i o n  o f  t h e  a s s u m p t i o n s  u s e d  i n  d e v e l o p i n g  t h e  
r e t i r e m e n t  s c h e d u l e  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  t h e  

p r o j e c t e d  u s e  o f  s p e c i f i c  f a c i l i t i e s ,  t h e  r e m a i n i n g  u s e f u l  

l i f e  o f  t h e  f a c i l i t i e s  a n d  p r o j e c t e d  m a i n t e n a n c e  w o r k ;

(3) d e s c r i b e  t h e  u t i l i t y ' s  i n t e r c o n n e c t i o n  r e l a t i o n s h i p s  
w i t h  o t h e r  u t i l i t i e s  a n d  t o  o t h e r ,  a n d  a g r e e m e n t s  f o r  
o p e r a t i o n  o f  j o i n t  u s e  f a c i l i t i e s ,  p o w e r  e x c h a n g e s ,  p o w e r  

p o o l i n g ,  r e s e r v e  s h a r i n g ,  c o m m o d i t y  d i s p l a c e m e n t ,  a n d  o t h e r  
o p e r a t i n g  a r r a n g e m e n t s ;

(4) i n c l u d e  d o c u m e n t a t i o n  o f  e n e r g y  e n d - u s e  i n  t h e  

u t i l i t y  s e r v i c e  a r e a  a n d  i d e n t i f y  a s  p r e c i s e l y  a s  p o s s i b l e  t h e  
f i n a l  p h y s i c a l  u s e  o f  e l e c t r i c i t y  i n  t h e  r e s i d e n t i a l ,  

c o m m e r c i a l  a n d  i n d u s t r i a l  s e c t o r s ,  i n c l u d i n g  u s e  w i t h i n  e a c h  

s e c t o r  f o r  s p a c e  h e a t i n g  a n d  c o o l i n g ,  l i g h t i n g ,  w a t e r  h e a t i n g ,  
r e f r i g e r a t i o n ,  a p p l i a n c e s ,  a n d  s h a f t  p o w e r ;

3 / 6 / 8 8

HB 238



(5) i n c l u d e  a  p r o j e c t i o n  o f  s y s t e m  p o w e r  d e m a n d  i n c l u d i n g  
a n n u a l ,  s e a s o n a l ,  a n d  p e a k  d a y  l o a d  h o u r l y  d u r a t i o n  c u r v e s  a n d  
b e s t  e s t i m a t e s  o f  a n t i c i p a t e d  p e a k  d e m a n d  o f  t h e  m a j o r  u s e r  
c l a s s i f i c a t i o n s  i n c l u d i n g  r e s i d e n t i a l ,  c o m m e r c i a l ,  a n d  
i n d u s t r i a l  s e c t o r s ?

(6) i n c l u d e  a d i s c u s s i o n  a n d  a n a l y s i s  o f  t h e  u t i l i t y ' s  
e x i s t i n g  a b i l i t y  to m e e t  i n c r e a s e d  s y s t e m  d e m a n d ,  i n c l u d i n g

A) o p p o r t u n i t i e s  f o r  g e n e r a t i o n ,  t r a n s m i s s i o n  o r  
o t h e r  s y s t e m  e f f i c i e n c y  i m p r o v e m e n t s ?

B) p o t e n t i a l  e l e c t r i c  p o w e r  p o o l i n g ?
C) p o s s i b l e  i n t e r c o n n e c t i o n  w i t h  q u a l i f y i n g  

c o g e n e r a t o r s  o r  s m a l l  p o w e r  p r o d u c e r s ;
D) a n t i c i p a t e d  d e m a n d  r e d u c t i o n s  in p o w e r  

r e q u i r e m e n t s  as  a r e s u l t  o f  m a r k e t  i n d u c e d  or- p r o g r a m a t i c  
c o n s e r v a t i o n  e f f o r t s ;  a n d

E) c u r r e n t  u t i l i t y  l o a d  m a n a g e m e n t  efforts-.

(7) i n c l u d e  a s u m m a r y  o f  t h e  u t i l i t y ' s  l o a d  r e s e a r c h  
pro g r a m s , ,  e n d - u s e  a n a l y s i s ,  a n d  l o a d  m a n a g e m e n t  
i n v e s t i g a t i o n s ,  i n c l u d i n g :

A) t h e  s t a t u s  o f  c u r r e n t  a n d  a n t i c i p a t e d  l o a d  
r e s e a r c h  d a t a  c o l l e c t i o n  a n d  a n a l y s i s ;

B) t h e  s t a t u s  o f  c u r r e n t  a n d  a n t i c i p a t e d  e n d - u s e  
r e s e a r c h ,  d a t a  c o l l e c t i o n ,  a n d  a n a l y s i s ;

C) a n  a s s e s s m e n t  of. c h a n g e s  a n t i c i p a t e d  i n  e n d - u s e  
r e q u i r e m e n t s  f r o m  a p p l i a n c e  a n a  m e c h a n i c a l  s y s t e m  e f f i c i e n c y  
i m p r o v e m e n t s  f o r  e a c h  c o n s u m e r  s e c t o r ;

)■>) a n  e v a l u a t i o n  of  t h e  i m p a c t s  o n  u t i l i t y  c o s t s  
f r o m  e n d - u s e  e f f i c i e n c y  c h a n g e s ;

E) a d e s c r i p t i o n  of  m e t h o d s  s u c h  as i n n o v a t i v e  r a t e  
d e s i g n s . a v a i l a b l e ,  t o  m o d i f y ,  c o o r d i n a t e ,  o r  c o n t r o l  e n d - u s e s  
t o  m a n a g e  s y s t e m  loads;

F) c o s t  e s t i m a t e s  f o r  i m p l e m e n t a t i o n  o f  l o a d  
m a n a g e m e n t  p r o g r a m s ; a n d

(8) p r o v i d e  l o n g - t e r m  f o r e c a s t s ,  o n  t h e  b a s i s  o f  e n d - u s e  
a n d  e c o n o m e t r i c  m e t h o d o l o g i e s ,  a s  a p p r o p r i a t e ,  a n d  i n c l u d i n g ,  
a t  a m i n i m u m ,

A) b a s e ,  low, a n d  h i g h  p r o j e c t i o n s ,  t h a t  p r o j e c t  t h e  
p o w e r  r e q u i r e m e n t s  f o r  t h e  u t i l i t y  s e r v i c e  a r ea;

B) a d i s c u s s i o n  o f  t h e  a s s u m p t i o n s  u s e d  in 
d e v e l o p i n g  t h e  f o r e c a s t  i n c l u d i n g ,  b u t  n o t  l i m i t e d  to, r e s e r v e  
m a r g i n  r e q u i r e m e n t s ,  p o p u l a t i o n  g r o w t h  o r  d e c l i n e ,  e m p l o y m e n t  
g r o w t h  o r  d e c l i n e ,  e c o n o m i c  d e v e l o p m e n t ,  s e r v i c e  a r e a  
e x p a n s i o n  o r  o t h e r  f a c t o r s  w h i c h  i n f l u e n c e  t h e  d e m a n d  f o r  
e l e c t r i c a l  e n e r g y ;  a n d

C) a  s e n s i t i v i t y  a n a l y s i s  w h i c h  t e s t s  t h e  i m p o r t a n c e  
o f  s p e c i f i c  a s s u m p t i o n s ;

(9) e v a l u a t e  a l t e r n a t i v e  o p t i o n s  to  m e e t  p r o j e c t e d  p o w e r  
d e m a n d  in o r d e r  t o  p r o v i d e  f o r  c o s t - e f f e c t i v e  u t i l i t y  s y s t e m  
d e v e l o p m e n t  i n c l u d i n g  c o n s i d e r a t i o n s  o f  a v a i l a b i l i t y ,  
r e l i a b i l i t y ,  a n d  f l e x i b i l i t y ?



(1 0 ) i d e n t i f y  t h e  i n t e g r a t e d  r e s o u r c e  p l a n  s c e n a r i o  w i t h  

t h e  l o w e s t  p r e s e n t  v a l u e  o f  r e v e n u e  r e q u i r e m e n t s  o v e r  t h e  

f o r e c a s t  p e r i o d ?

(1 1 ) r e c o m m e n d  a  s p e c i f i c  u t i l i t y  s y s t e m  d e v e l o p m e n t  

s c e n a r i o  t h a t  i d e n t i f i e s  p r o j e c t e d  f a c i l i t y  r e t i r e m e n t ,  

d e v e l o p m e n t  o f  a d d i t i o n a l  g e n e r a t i n g  a n d  . n s m i s s i o n  s y s t e m s ,  

l o a d  m a n a g e m e n t  e f f o r t s ,  c o n s e r v a t i o n  a n d  e n e r g y  e n d - u s e  
e f f i c i e n c y  i m p r o v e m e n t s ,  a n d  a  p l a n  f o r  t h e  i m p l e m e n t a t i o n  o f  
t h e  r e c o m m e n d e d  s c e n a r i o ;  a n d

(1 2 ) i n c l u d e  o t h e r  i n f o r m a t i o n  c o n s i d e r e d  n e c e s s a r y  b y  
t h e  C o m m i s s i o n  t o  e n s u r e  a d e q u a t e  e v a l u a t i o n  o f  a l l  

s u p p l y - s i d e  a n d  d e m a n d - s i d e  a l t e r n a t i v e s .

(b) T h e  C o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a  c o n s i s t e n t  

r e p o r t i n g  m e t h o d o l o g y  f o r  t h e  i n t e g r a t e d  r e s o u r c e  p l a n s  

r e q u i r e d  u n d e r  (a) o f  t h i s  s e c t i o n  i n c l u d i n g  t h e  p r e p a r a t i o n  

a n d  j o i n t  f i l i n g  o f  p l a n s  b y  c l o s e l y  i n t e g r a t e d  u t i l i t i e s  
s e r v e d  b y  c o m m o n  f a c i l i t i e s .

(c) T h e  C o m m i s s i o n  s h a l l  e s t a b l i s h  r e g u l a t i o n s  a n d  p r o v i s i o n s  

t h a t  a l l  r e a s o n a b l e  e x p e n s e s  i n c u r r e d  b y  a  u t i l i t y  i n  m e e t i n g  

t h e  r e q u i r e m e n t s ,  i n c l u d i n g  r e s e a r c h  a n d  d a t a  c o l l e c t i o n ,  
a n a l y s i s ,  p r e p a r a t i o n  o f  r e p o r t s  a n d  d o c u m e n t s ,  a n d  

p a r t i c i p a t i o n  i n  t h e  p u b l i c  r e v i e w  p r o c e s s  w i l l  b e  f u l l y  

r e c o v e r e d  i n  r e v e n u e  r e q u i r e m e n t s  a n d  r a t e s  f o r  u t i l i t y  

s e r v i c e s .  E x p e n s e s  a l l o w e d  f o r  r e c o v e r y  i n  r a t e s  s h a l l  i n c l u d e  

t h o s e  e x p e n s e s  r e a s o n a b l y  e x p e c t e d  t o  o c c u r  i n  t h e  p e r i o d  o f  
t i m e  t h e  r a t e s  s o  e s t a b l i s h e d  w i l l  b e  i n  e f f e c t .  S p e c i f i c  

p r o c e d u r e s  s h a l l  b e  d e v e l o p e d  f o r  r e v e n u e  r e q u i r e m e n t  

a d j u s t m e n t  i n  l i e u  o f  a  g e n e r a l  r a t e  a d j u s t m e n t  f i l i n g .

(d) T h e  C o m m i s s i o n  s h a l l  a s s i s t  t h e  u t i l i t i e s  i n  t h e  

d e v e l o p m e n t  o f  t h e  i n t e g r a t e d  r e s o u r c e  p l a n  t o  m i n i m i z e  
r e g u l a t o r y  b u r d e n s  a n d  c o s t .

S e c t i o n  2; R e v i e w  a n d  A p p r o v a l  o f  R e s o u r c e  P l a n s  

A S  4 2 . 0 5 . 2 9 6  R E V I E W  A N D  A P P R O V A L  O F  I N T E G R A T E D  R E S O U R C E  P L A N S

(a) T h e  C o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a  p r o c e d u r e  

f o r  t h e  r e v i e w  a n d  a p p r o v a l  o f  a  p l a n  s u b m i t t e d  u n d e r  A S  

4 2 . 0 5 . 2 9 4  w h i c h  s h a l l  i n c l u d e  p r o v i s i o n  f o r  p u b l i c  h e a r i n g s  

t o  b e  c o n d u c t e d  b e f o r e  t h e  C o m m i s s i o n  i n  t h e  p r i n c i p a l  

l o c a l i t i e s ,  s e r v e d  b y  t h e  u t i l i t y  s u b m i t t i n g  t h e  p l a n .

(b) T h e  C o m m i s s i o n  s h a l l  a p p r o v e  a  u t i l i t y ' s  i n t e g r a t e d  

r e s o u r c e  p l a n  i f  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e  p l a n  a d e q u a t e l y  

a d d r e s s e s  c o n s e r v i n g  e l e c t r i c a l  e n e r g y  s u p p l y  r e s o u r c e s  

t h r o u g h  c o s t - e f f e c t i v e ,  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s  a n d  

t h a t  t h e  p r o p o s e d  s y s t e m  d e v e l o p m e n t  s c e n a r i o  w o u l d  p r o v i d e  

c o n s u m e r s  w i t h  t h e  l o w e s t  r e a s o n a b l e  c o s t  o f  p o w e r  o v e r  t h e  
f o r e c a s t  p e r i o d .



(c) c o m m i s s i o n  a p p r o v a l  o f  a  u t i l i t y ' s  i n t e g r a t e d  r e s o u r c e  

p l a n  a n d  t h a t  u t i l i t y ' s  r e c o m m e n d e d  s y s t e m  d e v e l o p m e n t  
s c e n a r i o  w i l l  e s t a b l i s h :

(1 ) t h a t  t h e  u t i l i t y ' s  p l a n  c o n s t i t u t e s  a  r e a s o n a b l e  
e x p e c t a t i o n  o f  f u t u r e  l o a d  a n d  r e s o u r c e  r e q u i r e m e n t s ?

(2 ) t h a t  t h e  p l a n  i n c o r p o r a t e s ,  a s  a p p r o p r i a t e ,  

l i f e - c y c l e  c o s t i n g  a n d  c o s t - e f f e c t i v e n e s s  a n a l y s i s  t o g e t h e r  
w i t h  e x p l a n a t i o n  o f  c r i t e r i a  a n d  a s s u m p t i o n s ;

(3) t h a t  t h e  p l a n  i n c l u d e s  e v a l u a t i o n  o f  r e s o u r c e  

a l t e r n a t i v e s  t h a t  w o u l d  b e  a p p r o p r i a t e  f o r  t h e  s e r v i c e  a r e a  

a n d  i n  l i g h t  o f  t e c h n o l o g y  c u r r e n t l y  a v a i l a b l e  a n d  r e l i a b l y  

a n t i c i p a t e d  t o  e x i s t  d u r i n g  t h e  f o r e c a s t  p e r i o d ;  a n d

(4) t h a t  t h e  p l a n  i n c l u d e s  a n  e n u m e r a t i o n  o f  t h e  
u t i l i t y ' s  d a t a  c o l l e c t i o n  a c t i v i t i e s ,  a d d i t i o n a l  d a t a  

r e q u i r e m e n t s ,  a n d  e f f o r t s  to- d e v e l o p  t h a t  a d d i t i o n a l  d a t a .

(d) N o t h i n g  i r  t h i s  p a r t  s h a l l  p r e c l u d e  a n y  u t i l i t y  f r o m  

p u r s u i n g  a c t i v i t i e s  n e c e s s a r y  f o r  t h e  m a i n t e n a n c e ,  r e p a i r ,  

u p g r a d e  o r  r e b u i l d i n g  o f  e x i s t i n g  f a c i l i t i e s  i n  o r d e r  t o  

m a i n t a i n  r e l i a b l e  s e r v i c e ,  n o r  f r o m  p u r s u i n g  a n y  a c t i o n  t o  

a l l e v i a t e  a n  e m e r g e n c y  s i t u a t i o n  i n  w h i c h  s e r v i c e  w o u l d  b e  

l o s t  o r  s y s t e m  o p e r a t i o n  r e n d e r e d  u n e c o n o m i c .

(e) A  r e p o r t  o n  t h e  i m p l e m e n t a t i o n  o f  t h e  r e s o u r c e  p l a n ,  

i n c l u d i n g  a n y  d e p a r t u r e s  n e c e s s i t a t e d  b y  e m e r g e n c y  s e r v i c e ,  

m a i n t e n a n c e  o r  r e p a i r  a n d  a n y  s i g n i f i c a n t  c h a n g e s  i n  t h e  

u n d e r l y i n g  a s s u m p t i o n s  o f  t h e  r e s o u r c e  p l a n ,  s h a l l  b e  

s u b m i t t e d  o n e  y e a r  a f t e r  t h e  a p p r o v a l  d a t e  o f  t h e  i n t e g r a t e d  

r e s o u r c e  p l a n  a n d  a t  t h e  e n d  o f  e a c h  y e a r  t h e r e a f t e r .  

M o d i f i c a t i o n s  t o  t h e  p l a n  a s  a  r e s u l t  o f  a  r e s p o n s e  t o  (d) 

a b o v e  a n d  a n y  c h a n g e s  t o  u n d e r l y i n g  a s s u m p t i o n s  s h a l l  b e  

p r o v i d e d  b y  t h e  u t i l i t y  w i t h  s u p p o r t i n g  d a t a -  a n d  
d o c u m e n t a t i o n .

(f) C o m m i s s i o n  r e v i e w  a n d  a p p r o v a l  o f  a  u t i l i t y ' s  i n t e g r a t e d  

r e s o u r c e  p l a n  a n d  a  s p e c i f i c  u t i l i t y  s y s t e m  d e v e l o p m e n t  

s c e n a r i o ,  t o g e t h e r  w i t h  a n y  p e r m i t  r e q u i r e d  u n d e r  A S  4 2 . 0 5 .  

[ C o m m i s s i o n  A p p r o v a l  f o r  N e w  C o n s t r u c t i o n ] , w i l l  c o n s t i t u t e  

a u t h o r i z a t i o n  f o r  t h e  u t i l i t y  t o  p u r s u e  a c t i o n s  t o  i m p l e m e n t  

t h e  p l a n  a s  a p p r o v e d .  R e a s o n a b l e  u t i l i t y  e x p e n s e s  a n d  c a p i t a l  

e x p e n d i t u r e s  i n c u r r e d  b y  t h e  u t i l i t y  i n  i m p l e m e n t i n g  t h e  p l a n  
s h a l l  b e  i n c l u d e d  i n  t h e  u t i l i t y  r e v e n u e  r e q u i r e m e n t s  a n d  

r a t e s ,  a n d  s h a l l  i n c l u d e  t h o s e  e x p e n s e s  r e a s o n a b l y  e x p e c t e d  t o  
o c c u r  i n  t h e  p e r i o d  o f  t i m e  t h e  r a t e s  s o  e s t a b l i s h e d  w i l l  b e  

i n  e f f e c t .  S p e c i f i c  p r o c e d u r e s  s h a l l  b e  d e v e l o p e d  f o r  r e v e n u e  

r e q u i r e m e n t  a d j u s t m e n t  i n  l i e u  o f  a  g e n e r a l  r a t e  a d j u s t m e n t  

f i l i n g .

S e c t i o n  3: T a r i f f s  C o n s i s t e n t  w i t h  A p p r o v e d  P l a n s

A S  4 2 . 0 5 . 4 1 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

(d) T h e  C o m m i s s i o n  m a y  n o t  a l l o w  a  n e w  o r  r e v i s e d  t a r i f f  t o  

t a k e  e f f e c t  f o r  a  u t i l i t y  s u b j e c t  t o  A S  4 2 . 0 5 . 4 1 5  ( I n t e g r a t e d  

R e s o u r c e  P l a n s )  u n l e s s  t h e  C o m m i s s i o n  d e t e r m i n e s  t h a t  t h e  

t a r i f f  i s  c o n s i s t e n t  w i t h  t h e  m o s t  r e c e n t l y  a p p r o v e d  

i n t e g r a t e d  r e s o u r c e  p l a n ,  i n c l u d i n g  c o n s i d e r a t i o n  o f  

d e p a r t u r e s  a n d  m o d i f i c a t i o n s  i d e n t i f i e d  i n  t h e  p l a n  

i m p l e m e n t a t i o n  r e p o r t s  r e q u i r e d  u n d e r  ( i n s e r t  a p p r o p r i a t e



S e c tions 4-5: I n t e r v e n o r  F i n a ncin g and Cost A l l o c a t i o n

S e c t i o n  4 -  C o s t  A l l o c a t i o n  f o r  I n t e r v e n o r s  A l l o w e d  

A S  4 2 . 0 5 . 6 5 1 ( a )  i s  a m e n d e d  t o  r e a d :

(a) A f t e r  c o m p l e t i o n  o f  a  h e a r i n g  o r  i n v e s t i g a t i o n  h e l d  u n d e r  

t h i s  c h a p t e r ,  t h e  C o m m i s s i o n  s h a l l  a l l o c a t e  t h e  c o s t s  o f  t h e  

h e a r i n g  o r  i n v e s t i g a t i o n  a m o n g  t h e  p a r t i e s ,  i n c l u d i n g  t h e  

C o m m i s s i o n ,  a s  i s  j u s t  a n d  r e a s o n a b l e  u n d e r  t h e  c i r c u m s t a n c e s .  

I n  a l l o c a t i n g  c o s t s ,  t h e  c o m m i s s i o n  m a y  c o n s i d e r  t h e  r e s u l t s ,  

a b i l i t y  t o  p a y ,  e v i d e n c e  o f  g o o d  f a i t h ,  o t h e r  r e l e v a n t  

f a c t o r s  a n d  m i t i g a t i n g  c i r c u m s t a n c e s .  T h e  c o s t  a l l o c a t e d  m a y  

i n c l u d e  t h e  c o s t s  o f  a n y  t i m e  d e v o t e d  t o  t h e  i n v e s t i g a t i o n  o r  

h e a r i n g  b y  h i r e d  c o n s u l t a n t s ,  w h e t h e r  o r  n o t  t h e  c o n s u l t a n t s  

a p p e a r  a s  w i t n e s s e s  o r  p a r t i c i p a n t s .  T h e  c o s t s  a l l o c a t e d  m a y  
a l s o  i n c l u d e  c o s t s  p a i d  b y  t h e  c o m m i s s i o n  u n d e r  ( c )  o f  t h i s  

s e c t i o n  a n d  a n y  o u t - o f - p o c k e t  e x p e n s e s  i n c u r r e d  b y  t h e  

c o m m i s s i o n  i n  t h e  p a r t i c u l a r  m e e t i n g .

S e c t i o n  5 -  C o m m i s s i o n  P r o c e s s  f o r  I n t e r v e n o r  F i n a n c i n g

A S  4 2 . 0 5 . 6 5 1  i s  a m e n d e d  t o  a d d  a  n e w  s u b s e c t i o n :

(c) P r i o r  t o  a  p r o c e e d i n g  u n d e r  A S  4 2 . 0 5 . 2 9 4  o r  A S  4 2 . 0 5 . 2 9 6  

o f  t h i s  c h a p t e r ,  t h e  C o m m i s s i o n  s h a l l  a c c e p t  a p p l i c a t i o n s  f r o m  
a n y  i n t e r e s t e d  p e r s o n  w h o  i s  n o t  a  p u b l i c  u t i l i t y  f o r  

c o m p e n s a t i o n  o f  s o m e  o r  a l l  o f  t h e  r e a s o n a b l e  c o s t s  o f  

p a r t i c i p a t i n g ,  i f  t h e  c o m p e n s a t i o n  i s  n e c e s s a r y  t o  e n a b l e  t h e  

i n t e r e s t e d  p e r s o n  t o  a d e q u a t e l y  p a r t i c i p a t e  a n d  p r e s e n t  a 

s i g n i f i c a n t  p o s i t i o n .  T h e  C o m m i s s i o n  s h a l l  r e v i e w  a p p l i c a t i o n s  
a n d  m a k e  a  d e t e r m i n a t i o n  t h a t  c o m p e n s a t i o n  i s  n e c e s s a r y  f o r  

p a r t i c i p a t i o n  a n d  w i l l  n o t  r e s u l t  i n  t h e  d u p l i c a t i o n  o f  

p o s i t i o n s .  P r i o r  t o  p r o v i d i n g  c o m p e n s a t i o n ,  t h e  C o m m i s s i o n  

s h a l l  a l l o w  a n y  p e r s o n  o r  p u b l i c  u t i l i t y  t h e  o p p o r t u n i t y  t o  

r e v i e w  t h e  a p p l i c a t i o n s  a n d  d e t e r m i n a t i o n s  a n d  a n y  p e r s o n  o r  
p u b l i c  u t i l i t y  o b j e c t i n g  t o  t h e  d e t e r m i n a t i o n s  s h a l l  b e  

p r o v i d e d  a n  o p p o r t u n i t y  t o  b e  h e a r d .

S e c t i o n  6 : C o m m i s s i o n  A p p r o v a l  f o r  N e w  C o n s t r u c t i o n  

A S  4 2 . 0 5 .  _____  i s  a m e n d e d  t o  a d d  a  n e w  s e c t i o n :

(a) E x c e p t  a s  p r o v i d e d  b y  A S  4 2 . 0 5 . 4 3 1 ( c ) ( 1 )  [ie, t h e  B r a d l e y  

L a k e  e x e m p t i o n ] , a n  e l e c t r i c  u t i l i t y  w i t h  a n n u a l  s a l e s  t h a t  

e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  m a y  n o t  c o n s t r u c t  o r  e x p a n d  
a  p l a n t  o r  t r a n s m i s s i o n  s y s t e m  t o  i n c r e a s e  i t s  c a p a c i t y  b y  

m o r e  t h a n  f i v e  m e g a w a t t s  o r  e n t e r  i n t o  a  c o n t r a c t  t o  a c q u i r e  

a d d i t i o n a l  e n e r g y  r e s o u r c e s  w i t h  a n  e q u i v a l e n t  c a p a c i t y  o f  

f i v e  m e g a w a t t s  u n l e s s  t h e  u t i l i t y  h a s  o b t a i n e d  a  p e r m i t  f r o m  

t h e  C o m m i s s i o n .

(b) T h e  C o m m i s s i o n  m a y  n o t  i s s u e  a  p e r m i t  r e q u i r e d  b y  (a) 

u n l e s s  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e  p r o j e c t  i s  n e c e s s a r y  t o  

m e e t  f u t u r e  d e m a n d  a n d  i s  c o n s i s t e n t  w i t h  t h a  u t i l i t i e s  m o s t  

r e c e n t l y  a p p r o v e d  i n t e g r a t e d  r e s o u r c e  p l a n  u n d e r  A S  4 2 . 0 5 . 2 9 4 .
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BY T H E  L A B O R  A N D

IN  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 239 (L&C)

IN T HE L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  an  A ct entitled: "An Act m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  to t h e  A l a s k a

P o w e r  A u t h o r i t y  f or p a y m e n t  as g r a n t s  to c e r t a i n

p u b l i c  u t i l i t i e s  for p r e p a r i n g  c e r t a i n  -end -u s e*

/•a ̂ n i - W  r t f t  u r c c -  
■stud i e s-;— Load—m a n a g e m e n t— r e p o r t -9-; an d — ad varvca— r a -  ,

.aanxca— p l ans a n d  to the A l a s k a  P u b l i c  U t i l i t i e s

C o m m i s s i o n  f or c e r t a i n  costs; a n d  p r o v i d i n g  f or an

e f f e c t i v e  d a t e . "

BE  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A :
/, o o a ( & oO

* S e c t i o n  1. The s u m  of $ 5 0 0 , 00ft’ is a p p r o p r i a t e d  f r o m  the R a i l b e l t  

e n e r g y  f und (AS 3 7 . 0 5 . 1 5 3 )  to the A l a s k a  P o w e r  A u t h o r i t y  for p a y m e n t  as

g r a n t s  to R a i l b e l t  p u b l i c  u t i l i t i e s  fo r  the cost of p r e p a r i n g  e n d - u s e

C\ lA-J. (l/\ r d - e d  ' r C j a v r c . c .  
s t u dies, -lea d  m a n a g e m e n t — re p o r t-B-r a n d - a d v a n e o * r esou t w -  p l ans r e q u i r e d  by

law‘ / 1~7 O fO O O
* Sec. 2. T he s u m  of -^5-5-rDW is a p p r o p r i a t e d  f r o m  the R a i l b e l t  e n e r g y  

fun d  (AS 3 7 . 0 5 . 1 5 3 )  to the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  for -a* p o si- 

t i c r f ^ h o s e  r e s p o n s i b i l i t y  w i l l  be to a s s i s t  p u b l i c  u t i l i t i e s  i n  the p r e p a -  

r a t i o n  and r e v i e w  of L o a d -m a n a g e m e nt a nd a d v a n c e  r e s o u r c e  p l a n s  r e q u i r e d  by 

law.

* Sec. 3. The u n e x p e n d e d  and u n o b l i g a t e d  p o r t i o n s  of the a p p r o p r i a t i o n s  

m a d e  by this A ct lapse into the R a i l b e l t  e n e r g y  f u n d  (AS 3 7 . 0 5 . 1 5 3 )  

J u n e  30, 1988.

* Sec. 4. Thi s  Ac t  t a kes effe c t  on  the e f f e c t i v e  d a t e  of a n  A ct e n a c t e d  

by the F i r s t  S e s s i o n  of the F i f t e e n t h  L e g i s l a t u r e  that r e q u i r e s  c e r t a i n  

e l e c t r i c  p u b l i c  u t i l i t i e s  to p r e p a r e  L o a d — Hnanagftmefvfe— p lans— *and-— a d v a n c e — .

HB0239B - 1 -  CSHB 239(L&C)
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Ginny Fay 
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FROM: Ginny Fay

RE: Least-Cost Energy Programs and States' Energy Agencies

Research Request 87.066

You requested information regarding the structure and function of energy 

agencies and programs in other states. You specifically asked how other 

states pursue energy development and regulation. You were also s p e c i f i c­

ally interested in other states that are pursuing "least-cost" energy 

strategies through demand-side conservation initiatives designed to reduce 

or avoid the need for additional power procuction capacity.

In providing this information, this me mo ra n du m  is organized into three 

p a r t s .  T h e  f i r s t  p a r t  p r o v i d e s  b a c k g r o u n d  on l e a s t - c o s t  e n e r g y  

strategies. The second part discusses least-cost strategies and otuer 

pertinent programs in specific states (Pacific Northwest, i.e., Washington, 

O r e g o n ,  Idaho, and Montana; California; Florida; Minnesota; New York; 

Nevada; Ohio; Oklahoma; Texas; and Wisconsin). The third part discusses 

the structure and function of energy agencies in other states and contrasts 

programs and policies with those of Alaska.

Least-Cost Energy Strategy

In the mid-1980s, many utilities in the United States are approaching a 

critical point in their strategic planning. If forecasts are correct, 

they must begin in the next few years to build new power generation c a p a c­

ity to meet the demand of the 1990s. Utilities are reluctant to make these 

investments, however, because electrical demand has grown below e x p e c t a­

tions during the last decade. There are also numerous examples across the

^Roger F. Nail 1 and Roger W. Sant, "Electricity Markets in the 1990s: 

Feast or Famine?", Public Utilities F or t n i g h t l y . April 26, 1984, p. 19.
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n a t i o n  o f  a d d i t i o n a l  f a c i l i t y  c o n s t r u c t i o n  that provided additional 

capacity before it was needed. Because of the excess capacity and cost 

overruns (especially for nuclear plants), the subsequent energy was often 

too expensive to sell. Examples include WPPSS (Washington Public Power 

Supply System) in the Pacific Northwest, Marble Hill in Indiana, Zimmer in 

Olio, and Se abrook in New Hampshire. In these cases, public utilities 

c ommissions rarely had the opportunity to evaluate whe th er  the additional 

c ons truction was the most cost-effective means of 1yiruj future energy 

or w h eth er the energy was in fact going to be needed at all.

Traditional utility regulation, including facility permitting and siting, 

has been a hindsight process where decisions were made by regulators who 

had access to a (theoretically) complete set of facts and information. 

This procedure is intended to protect the public interest; it is based on 

the belief that regulators are more likely to make cost-effective plant 

construction decisions if they rely on projections of past trends in the 

growth of demand. This is supposed to minimize the risks of resource 

decisions made by the regulated utility and the regulating agency. The 

public interest, however, is not protected when retrospective evaluations 

make mistakes so large that the costs would bankrupt utilities if they w er e  

not passed on to utility customers via increases in rates. Ultimately, 

consumers have paid for the mistakes of incorrect forecasts or excess 

increases in production capacity with rate shocks. It has also become more 

c lea r that past electric consumption is not necessarily a good predictor of 

future demand.

As m entioned above, hindsight decision making has produced some serious 

mistakes which have encouraged regulators and utilities to look for other 

methods to evaluate the acquisition of additional energy production c a p a c­

ity. Most utility managers would prefer not to have to finance any new 

capital expansion. Despite the decline in the cost of financing, the cost 

of power plant construction is so high that it often damages the financial 

health of the company. This situation has created more than enough i n c e n­

tive for regulators and some utilities to seek an improved ability to 

review resource planning decisions before such disasters occur.

One planning a lternative is a least-cost resource pl anning strategy. The 

basic concept is for utilities to stop thinking of themselves as deliverers 

of e le ct ri ci ty  or gas, but instead as marketers of en ergy services: the 

heat, light, or power needed to operate the buildings and industries in 

their service area. Their strategic objective is to deliver energy s e r v­

ices at the lowest possible cost to customers, which is why it is referred

2 R e n e e  H a m a n - G u i l d ,  " S t a t e  Involvement in Utility Resource Planning: 

Towards Partnership," Public Utilities F o r t n i g h t l y , April 18, 1985, p. 

2 2 .

3 Ibi d .
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to as a l e a s t - c o s t  strategy. This strategy leads them to consider 

con se rv at io n options (or end-use technologies that conserve electricity) on 

an equal b a s i s  w i t h  constructing new generation facilities in their 

re source planning. The growth in the demand for energy services can be met 

by either saving energy or constructing additional generating capacity. 

M ark e ti ng  energy services rather than electricity opens up a whole new set 

of options in utilities' strategic plans.

Instead of focusing on the energy form itself (such as hydroelectric, gas 

or coal), a least-cost analysis focuses on the services provided by the use 

of energy. For example, people do not necessarily want electricity or gas 

in their homes; they want warmth, lighting, and convenience. Similarly, 

industrial users do not really care about the primary fuel they utilize; 

they are more concerned with the power used to produce a final product.

The significance of focusing on end-use services is made more apparent when 

Btu's of  energy are traced from p r i ma ry  fuel consumption though d e l i v­

e re d  or end-use fuel consumption and on to the final consumption of

e n er g y services. In 1980, the United States consumed 78 quadrillion

B t u ' s  o f  p r i m a r y  energy inputs (such as coal, natural gas, oil, or

renew ab le  fuels). Of this, only 60 qu adrillion Btu's were delivered to 

consumers. The 18 quadrillion Btu's (23 percent) di ff erence was lost in 

the conversion of primary inputs into more usable forms (mostly in e l e c­

tri ci ty  generation) and in the transmitting and d is tr ibution of energy to 

consumers.

The e nergy delivered to users again requires conversion to produce services 

of value to consumers. This conversion occurs in energy-using devices in 

buildings and industries. Final useful energy services totaled 33 qua dr il­

lion Btu's in 1980, or 42 percent of the primary energy consumption in that 
year.

B e c a u s e  of l a r g e  c o n v e r s i o n  losses, it is relatively inefficient to 

increase the level of primary energy inputs in order to satisfy increases 

in the demand for final energy services. Until the recent price decline, 

the high cost of petr ole um  products coupled with the ample technical 

ability to reduce conversion losses resulted in increased development and 

investment in m ore efficient end-use energy devices. Amory Lovins, a 

national energy specialist, testified before the Wisconsin Public Utilities 

Co mm ission that the cost of technologies recently deve lo pe d to save e le c­

tricity is five to ten times less than the cost of additional electric

4 Roger F. Naill, and Roger W. Sant, 1984, p. 19.

^This is assuming there are no serious supply considerations such as oil 

embargos or dramatic increases in fuel costs.



generating capacity.® For example, it is usually more cost effective to 

improve the insulative qualities of buildings than it is to increase power- 

generating capacity.

Consumers g en er a ll y act to minimize the cost of energy services (which is 

not the same as minimizing the cost of energy). Consumers choose the c o m b i­

nation of fuels and energy-using equipment to minimize their costs. Thus, 

as prices rise, it pays to replace worn out equipment with more energy- 

efficient technologies and/or switch fuels. Using a least-cost approach 

m i m i c s  this type of consumer market behavior; fuels and energy-using 

technologies are combined to meet energy service demands at the lowest 

possible cost to the customer. In this sense, least-cost power planning 

creates a surrogate for market choice.
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STATES' A P PR OAC HE S TO LEAST-COST STRATEGY A N D  PLANNING

Introduction

I n f o r m a t i o n  on l e a s t - c o s t  strategy and resource planning in Nevada, 

Wisconsin, the Pacific Northwest, California, Florida, Minnesota, New York, 

Ohio, Oklahoma, and Texas is presented in this section. Nevada's approach 

and legislation is discussed first and in relatively gre at er  depth because 

Nevada is c on sidered a model for least-cost planning and consumer and 

utility involvement. Some factors considered essential for least-cost 

resource planning are:

long-range (10 to 20 years) integrated demand and supply forecasts;

integration of the planning process and the rate-setting process;

specification of the planning methodology;

required implementation and monitoring of the plan;

a regulatory agency with adequate enforcement authority;

the ability of the planning agency to modify, as well as reject and 

accept, utility plans; and

active public involvement.

®Least-cost energy strategies are in part based on theories of Amory 

Lovins, who is also the author of Soft Energy P a t h s , Ballinger Publishing 

Company, Cambridge, Massachuetts, 1977.

^This is only true, of course, if prices accurately reflect the real 

price of energy services. If energy services are subsidized, their use 

will not be efficient and consumers' decisions regarding energy use will 

be dist ort ed  or inefficient.
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Nevada

The 1983 session of the Nevada legislature passed into law the Utility 

Resource Planning Act (see Attachment A). The legislation, initiated by 

the state's then recently created Office of Consumer Advocate, is intended 

to ensure that electric utilities employ accurate forecasts of their future 

energy needs and that those future needs are fulfilled using the most pr ac­

tical and cost-effective means. Some of the impetus for the legislation 

was the beli ef  that the commitment of utility capital is the single most 

important decision facing utilities and that the previous Nevada law did 

not provide for a systematic or ongoing review of utility resource planning 

activities. The previous review process was also considered cursory and 

inadequate by the public and the Office of Consumer Advocate. The Office 

of Consumer Advocate further argued that the planning and permit reviews 

came after the utility had already committed resources with no review by

the public or public utilities commission. Historically, construction

permit pr oceedings by the commission were held after a utility had made 

supply resource planning decisions and the proceedings were not designed 

for detailed review of the economic costs and benefits of alternative 

supply resources. The new legislation requires utilities to submit every 

two years to the Nevada Public Service Commission a fully integrated, long- 

range (20-year) resource plan which must demonstrate that all aspects of a 

utility's future energy needs have been considered.

Under provisions of the Nevada act, demand and supply functions must be 

evaluated in a dynamic, iterative process that considers risk, sensitivity, 

and uncertainty factors. The end result is an integrated least-cost 

resource plan. Before a utility can receive permission to construct a new

generation facility or transmission line, the proposed project must be part

of the least-cost mix in a previously approved 20-year resource plan. Five 

major areas of analysis are required in Nevada plans: 1) forecast of future 

demand; 2) assessment of demand options, i.e., conservation and load m a n a g e­

ment potential; 3) assessment of supply options; 4) integration of supply 

and demand; and 6 ) a two-year implementation plan. The two-year imple­

mentation plan e ssentially monitors the long-range 20-year plan and makes 

it a truly dynamic, strategic plan.

8 Jon B. W e l l i n g h o f f  and Cynthia K. Mitchell, "A Model for Statewide 

I n t e g r a t e d  U t i l i t y  Resource Planning," Public Utilities F o r t n i gh t ly . 
August 8, 1985, p. 19.

9 1bi d .
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The Nev'.da O f f i c e  o f  Consumer Advocate b e l i e v e s  tha t  comprehensive s t a t u t e s  
and r e g u l a t i o n s  f o r  u t i l i t y  resource  p lanning must con ta in  the f o l l ow in g  
components:

1) P lanning Process I n t e g r a t i o n :  In t e g ra t i o n  must inc lude  a f o r e c a s t
o f  f u t u r e  demand and a comprehensive an a ly s i s  o f  demand and supply 
op t ions  a v a i l a b l e  to meet o r  a l t e r  demand which are then u n i f i e d  to 
d e r i v e  the l e a s t - c o s t  resource  p lan .  On a p rocedura l  l e v e l ,  r e g u l a ­
t o r s  must s t r i v e  f o r  i n t e g r a t i o n  o f  u t i l i t y  r a t e  making and u t i l i t y  
c on s t ru c t ion  permit proceedings with the p lanning process t o  ensure 
tha t  the process a c t u a l l y  r e s u l t s  in long - te rm economic b e n e f i t s  to 
r a t e  payers and f i n a n c i a l  s t a b i l i t y  f o r  the u t i l i t y .

2) S u f f i c i e n t  M e t h o d o l o g i c a l  S p e c i f i c a t i o n :  S p e c i f i c a t i o n  o f
p lanning methodology i s  necessary to  ensure th a t  s t a t e - o f - t h e - a r t  
t e c h n iq u e s  a r e  emp lo yed ,  con s i s tency  between f i l i n g s  o f  p lans 
e x i s t s ,  and a sys temat ic  review process f o r  the pub l i c  and r e g u l a ­
t o r s  i s  e s t a b l i s h e d .  This should not be so r i g i d  as to p rec lude 
p lanning innova t ion  by u t i l i t y  p lanning s t a f f  and permit  f l e x i b i l i t y  
where app rop r i a t e .

3) R e q u i r e d  Im p l em e n t a t i o n :  The r e s o u r c e  p lanning process must
r eq u i r e  the submission o f  an ac t ion  plan f o r  r e g u l a t o r y  rev iew . The 
p lan must d e t a i l  the means by which the u t i l i t y  p lans to  acqu i re  and 
implement r e sou rc e s ,  with c o s t - e f f e c t i v e n e s s  being the key p r i o r i t y .

4) U t i l i t y  R e s p o n s i b i l i t y  f o r  Plan C re a t i on :  I f  in t eg ra te d  demand
and supply p lanning is  to  be i n t e r n a l i z e d  by investor -owned u t i l ­
i t i e s ,  the e x p e r t i s e  and data f o r  plan development must o r i g i n a t e  
from w i th in .  This inc reases  the l i k e l i h o o d  th a t  the u t i l i t i e s  w i l l  
abide by t h e i r  p lans and tha t  they w i l l  be more s u c c e s s f u l l y  imp le ­
mented.

5) Plan Enforcement: Un less the r e g u l a t o r y  process p rov ides  f o r  an
e f f e c t i v e  en forcement mechanism to ensure th a t  the u t i l i t y  ade­
qua te ly  conducts the p lanning p rocess and f o l l ow s  through with the 
a c q u i s i t i o n  and implementat ion o f  plan r e sou rc e s ,  the e n t i r e  process 
can become a meaning less e x e r c i s e .  P rocedura l i n t e g r a t i o n  o f  the 
p lanning o r oce s s  can g r e a t l y  f a c i l i t a t e  enforcement o f  the p lanning 
p rocess .  0

Wisconsin
The 1975 Wisconsin Power P lan t  S i t i n g  Law and implementing r e g u l a t i o n s  o f  
the Wisconsin Pub l ic  Se rv ice  Commission (PSC) gave the commission broad 
p lann ing ,  s i t i n g ,  and envi ronmenta l review a u t h o r i t y .  This  landmark law
10Jon B. W e l l i n g h o f f  and Cynthia K. M i t c h e l l ,  1985, p. 20.
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i n i t i a t e d  capac i ty  p lanning and the e v o lu t i o n  o f  l e a s t - c o s t  p lanning in 
Wisconsin .  The l e g i s l a t i o n  r e q u i r e s  each u t i l i t y  to f i l e  an "advance p l a r "  
f o r  the c on s t ru c t ion  o f  f a c i l i t i e s .  The b ienn ia l  f i l i n g  must inc lude  a 
l o ng - range ,  2 0 - y e a r  demand f o r e c a s t ,  p lans f o r  the con s t ru c t i on  o f  proposed 
genera t ing  and t ransm iss ion  f a c i l i t i e s ,  and an an a ly s i s  o f  a l t e r n a t i v e s  to 
the proposed gene ra t ion  and t ransm iss ion  f a c i l i t i e s .  The u t i l i t y  advance 
p lans are submitted to  the PSC, which compi les the ind iv id ua l  p lans in to  
the s ta tewide advance plan (see Attachment B f o r  Wisconsin s t a tu t e s  and 
in fo rma t ion  on the PSC).
In the f a l l  o f  1986, Wisconsin completed i t s  f o u r t h  s ta tewide advance 
p lan .  In rev iewing t h i s  p lan ,  the commission ( f o r  the f i r s t  t ime) e s t a b ­
l i s h e d  i n t e g r a t e d  l e a s t - c o s t  p lanning o f  both supply and demand-side 
op t ions  as the  framework f o r  u t i l i t y  submiss ions in the upcoming f i f t h  
advance p l a n . 11 The p rev ious  l a c k  o f  i n t e g r a t i o n  o f  supp ly and demand 
ana lyses  was seen as the on ly  ma jo r  short -coming o f  W iscons in 's  p lanning 
e f f o r t ;  t h i s  supply and demand i n t e g r a t i o n  p laces  W iscons in 's  p lanning 
e f f o r t s  on par with those o f  Nevada.
In c o n t r a s t  t o  Nevada , which passed  l e a s t - c o s t  l e g i s l a t i o n ,  wrote 
accompanying r e g u l a t i o n s ,  and in t roduced t h e i r  f i r s t  re sou rce  p lans in an 
approx imate ly  one -yea r  p e r i od ,  l e a s t - c o s t  p lanning s t a r t e d  e a r l i e r  but was 
an e v o l u t i o n a r y  process in Wisconsin .  This success fu l  e v o lu t i o n  was 
dependent, however, on a s t rong  s t a t u t o r y  framework and the a u t h o r i t y  
vested in the commiss ion .12 The Wisconsin PSC in d ic a te s  th a t  a p lanning 
framework should con ta in  the f o l l ow in g  e lements :

1) The comm iss ion  s h o u ld  have the  a u t h o r i t y  t o  r e q u i r e  u t i l i t y  
submission o f  long - range  p lans on a r e g u l a r  b a s i s .

2) The commission should have the a u t h o r i t y  to approve o r  r e j e c t  p lans 
based on a weighing and ba lanc ing  o f  a broad se t  o f  f a c t o r s  ( e c o ­
nomic, env i ronmenta l ,  h e a l t h ,  s a f e t y ,  r e l i a b i l i t y ,  eng inee r ing )  in 
o rd e r  t o  best  se rve  the pub l i c  i n t e r e s t .

3) The commission should have the a u t h o r i t y  to  modify  submitted p lans 
t o  make them accep tab le .  This i s  the most important t o o l  to  shape 
the d i r e c t i o n  o f  f u t u r e  u t i l i t y  p la n s .  The r e j e c t i o n  o f  p lans a lone 
may le ave  no op t ion  f o r  p roceeding .

4) There should be a l i n k  between the p lans tha t  a re f i l e d  and subse­
quent approval  o f  c on s t ru c t i on  p roposa ls  and r a t e  cases which imp le ­
ment those p la n s .  This a l lows  the commission to  mon i to r  the imple ­
mentation o f  plan d i r e c t i o n s  and makes p lans t r u l y  s t r a t e g i c .

5) U t i l i t y  p lanning should be open to the pub l i c  and s t a t e  agencies f o r  
review and input .

^ M a r y  Lou Munts ,  C h a i r p e r s o n ,  W iscon s in  Pub l ic  S e rv ic e  Commission, 
" L e a s t - c o s t  E l e c t r i c i t y  P lann ing :  B a r r i e r  and B e n e f i t s " ,  p re sen ta t io n  to 
th e  Nat iona l A ssoc ia t ion  Regu la to ry  U t i l i t y  Commissioners convent ion ,  
November, 1986.

12Ibid.
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The Wisconsin PSC has used t h i s  a u t h o r i t y  to  make two r a t h e r  dramat ic 
changes in energy d i r e c t i o n s .  The f i r s t  occurred in 1978, with the sub­
miss ion o f  the f i r s t  advance p lan .  U t i l i t i e s  were p lanning to  con s t ru c t
seven new nuc le a r  u n i t s  t o t a l i n g  6 , 5 0 0  megawatts o f  c apac i ty  in the s t a t e .  
This inc luded th ree  un i t s  f o r  which the re  were a c t i v e  a p p l i c a t i o n s  be fo re  
the commission. ( I t  should be noted tha t  W iscons in 's  t o t a l  generat ing 
capac i ty  was 10 ,500  megawatts in 1986, which i s  cons idered  adequate u n t i l  
the l a t e  1 9 9 0 s ) .  The commission determined tha t  nuc le a r  power would not be 
an economic cho ice ,  and d i r e c t e d  the u t i l i t i e s  to cease p lanning f o r  
n uc l e a r  power. I t  i s  unce r ta in  i f  o r  when the u t i l i t i e s  would have reached 
t h i s  same conc lu s ion ,  but the commission b e l i e v e s  th a t  a t  l e a s t  two p lan ts  
s p e c i f i c a l l y  r e j e c t e d  by the  commiss ion  would have been commenced, 
p o t e n t i a l l y  c o s t i n g  W is c on s in  consumers  hund reds  o f  m i l l i o n s  o f  
d o l l a r s .  3
The second p lanning r e d i r e c t i o n  ordered by the commission was the a s se s s ­
ment tha t  c on se rv a t i on ,  renewable resou rces  and cogenera t ion  were t e ch ­
n i c a l l y  and econom ica l ly  f e a s i b l e  a l t e r n a t i v e s  to  the conven t iona l  power 
p l a n t .  This r e c ogn i t i o n  led  to the requirement th a t  u t i l i t i e s  prepare 
p lans th a t  c on s id e r  these a l t e r n a t i v e  resou rces  with the goal o f  avo id ing 
new power p l a n t  c o n s t r u c t i o n .  L e a s t - c o s t  i n teg ra te d  p lanning i s  an 
ex tens ion  o f  t h i s  d i r e c t i o n  and r e q u i r e s  th a t  a l l  o o t i o n s  be eva lua ted  and 
compared in a sys temat ic  and comprehensive framework. 4
The Wisconsin commission views the comprehensive p lanning process as a 
g re a t  o ppo r tun i t y  t o  save r a t e  payers money by reducing unnecessary expendi­
t u r e s  and by c r e a t in g  a more f i n a n c i a l l y  s t a b l e  environment f o r  u t i l i t i e s .  
They b e l i e v e  tha t  the b e n e f i t s  to  both consumers and u t i l i t i e s  o f  t h e i r  
e v o lv ing  l e a s t - c o s t  p lanning process have f a r  outweighed i t s  c o s t s .

P a c i f i c  Northwest
The Northwest Conservat ion and E l e c t r i c  Power P lan was issued Ap r i l  27, 
1983,  pursuant to  the P a c i f i c  Northwest E l e c t r i c  Power P lanning and Conser­
va t i on  Act o f  1980 ( a l s o  r e f e r r e d  to  as the Northwest Power A c t ) .  The act 
e s t a b l i s h e d  the Northwest Power P lanning Counc i l ,  comprised o f  e igh t  mem­
be r s ,  two each from the s t a t e s  o f  Idaho,  Montana, Oregon, and Washington. 
The counc i l  in p a r t ,  i s  au tho r i zed  " . . . t o  achieve c o s t - e f f e c t i v e  conse rva ­
t i o n ,  to  encourage the development o f  renewable r e s o u r c e s , . . . t o  assure the

13 Ib i  d . 
14 I b id .
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reg ion  o f  an e f f i c i e n t  and adequate power s u p p l y . " 15 Under the Northwest 
Power Act, the Northwest Power Plan must be reviewed at l e a s t  every  f i v e  
yea rs  to determine i f  the ac t ion  p lans tha t  i d e n t i f y  nea r - te rm  o b je c t i v e s  
and measures are being met. Because o f  the number o f  changes in the 
reg iona l  e l e c t r i c a l  energy p i c t u r e ,  a new plan was adopted in January 
1 9 8 6 . lb
The Northwest Power Plan was u t i l i z e d  in p a r t  by the Nevada O f f i c e  o f  
Consumer Advocate and the Nevada Pub l i c  U t i l i t y  Commission as a re f e re nce  
and guide in tne development o f  Nevada's s t a t u t e s  and r e g u l a t i o n s .  Major 
s im i l a r i t i e s  between the r e g u l a t i o n s  can be seen th roughou t .  For example, 
both r e q u i r e  the development o f  a range o f  f o r e c a s t s  t o  assess the s e n s i t i v ­
i t y  and r i s k  o f  resource  op t ions  to  demand u n c e r t a i n t y .  A ls o ,  both r eq u i r e  
the development o f  two-year implementation p lan s .  The ma jo r  d i f f e r e n c e s  
between the P a c i f i c  Northwest and Nevada l e g i s l a t i o n  a re  in the areas o f  
r e s p o n s i b i l i t y  and enforcement.
Both o f  these d i f f e r e n c e s  stem l a r g e l y  from the f a c t  th a t  the Northwest
p lan i s  developed on a r eg iona l  b a s i s .  The p lan i s  not t a i l o r e d  to  the
unique c h a r a c t e r i s t i c s  o f  ind iv idua l  u t i l i t i e s .  T h e re fo r e ,  the burden o f  
p lan development r e s t s  with the counc i l  and not u t i l i t i e s .  The counc i l
a l s o  has l im i t e d  powers o f  en forcement .  The B on n e v i l l e  Power Au tho r i t y
(BPA) and o th e r  u t i l i t i e s  can seek exemptions to  components o f  the p lan 's  
requ i rements ,  s p e c i f i c a l l y  the model c on se rva t ion  s tanda rds .  I f  adopted 
throughout the reg ion ,  the conse rva t ion  s tandards cou ld  save the Northwest 
two t o  f o u r  coal  power p l a n t s .  U n f o r t u n a te ly ,  many o f  the r e g i o n ' s  major  
u t i l i t i e s  have f a i l e d  to sign long - te rm  conse rva t ion  c o n t r a c t s  with the 
BPA. A p re l im in a r y  study by the counc i l  i n d ic a t e s  th a t  de lay ing  conse rva ­
t i o n  s tandards two yea rs  cou ld cos t  the reg ion  $200 m i l l i o n . 17

C a l i f o r n i a
The s t a t e  o f  C a l i f o r n i a  has two s ta t e  agencies a c t i v e l y  invo lved  in u t i l i t y  
r e g u l a t i o n ,  the C a l i f o r n i a  Energy Commission (CEC) and the C a l i f o r n i a  Pub­
l i c  U t i l i t i e s  Commission (CPUC). In g e n e r a l ,  the CEC i s  r e s p on s ib le  f o r  
r e g u la t in g  u t i l i t y  long - range ac t ions  such as re sou rce  p lann ing .  The CPUC 
i s  r e sp on s ib le  f o r  r e g u la t in g  u t i l i t y  sh o r t - t e rm  ac t ions  such as genera l 
r a t e  cases and cu r ren t  conse rva t ion  programs.

1 5 " P a c i f i c  N o r thwes t  E l e c t r i c  Power P lann ing  and Conserva t ion  Act , "  
B onne v i l l e  Power Adm in i s t ra t i on ,  U .S .  Department o f  Energy, December 5, 
1980.

l b "Repor t  t o  the G ove rno rs - e le c t  o f  Idaho and Oregon," Northwest Power 
P lann i rg  C ounc i l ,  December, 1986.

^ "N o r thwes t  Energy News," Northwest P lanning Counc i l ,  V o l .  3, No. 6, 
November-December, 1984.
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The 1975 Wa r ren -A lqu is t  S ta te  Energy Resources Conservat ion and Development 
Act in p a r t  e s t a b l i s h e d  a s t a t e  p o l i c y  " . . .  to employ a range o f  measures
to reduce w a s t e f u l ,  uneconomical ,  and unnecessary uses o f  ene rgy  " The
act r e q u i r e s  the CEC to  p repare and submit to  the gove rno r  and l e g i s l a t u r e :  
1) a b ie n n ia l  r e p o r t  assess ing  cu r ren t  and f u tu r e  energy t rends in C a l i ­
f o r n i a ;  and 2) a s t a t e  energy p o l i c y  with recommendations f o r  i t s  imple­
men ta t ion .  In deve lop ing  these r e p o r t s ,  the CEC r equ i r e s  the u t i l i t i e s  to 
submit long - range  supply and demand ana ly ses  using methodology p rescr ibed 
by the CEC. The u t i l i t y  r e p o r t s  submitted io the CEC must conta in  f i v e ,  
twe lve and twen ty -yea r  f o r e c a s t s  f o r  e l e c t r i c  demand, assessment o f  supply 
capac i ty  to  s e r v i c e  t h i s  demand, op t ion s  f o r  reducing demand, u t i l i z a t i o n  
o f  ^ pn se rva t i on  programs, and p o t e n t i a l  sources o f  energy (see Attachment

According t o  an a n a l y s i s  by the Nevada O f f i c e  o f  Consumer Advocate, the
C a l i f o r n i a  landmark l e g i s l a t i o n  i s  l a ck ing  in f o u r  re sp ec t s :

i t  does not s p e c i f i c a l l y  r eq u i r e  the development and implementation 
o f  a l e a s t - c o s t  p lan even though i t  r e qu i r e s  u t i l i t i e s  to assess 
c on se rva t i on  and a v a i l a b l e  op t ions  to reduce demand.
th e re  i s  no fo rma l i n t e g r a t i o n  between the CEC long - range planning 
e f f o r t s  and the CPUC r a t e  case proceedings .  This weakens the 
implementat ion and monito r ing aspects  o f  the long - range  planning 
e f f o r t  and inc reases  the l i k e l i h o o d  xha t  important in fo rmat ion  w i l l  
f a l l  through the r e g u l a t o r y  " c r a c k s " .
the CEC has no c l e a r  power o f  en forcement o f  p lan s .  Permits  are not
denied based on a u t i l i t y ' s  f a i l u r e  to submit in fo rma t ion  to the
CEC.
the CEC r a t h e r  thun the u t i l i t y  has the primary r e s p o n s i b i l i t y  f o r  
p lan deve lopment.  This can make implementation and enforcement more 
d i f f i c u l t .

The S ta te  o f  C a l i f o r n i a  has ind ic a ted ,  however, t h a t  i t s  energy p o l i c y  i s  
moving away from an in teg ra te d  resou rce  p lanning approach to  an "avoided 
co s t "  o r  "margina l c o s t "  ph i losophy f o r  i s su ing  permits  f o r  the cons t ruc ­
t i o n  o f  a d d i t i o n a l  supply capac i ty .  Under t h i s  system, permits f o r  new 
gene ra t ing  f a c i l i t i e s  would be issued with the understanding tha t  u t i l i t i e s  
would on ly  be paid i t s  "avoided o r  marginal co s t "  f o r  energy from the f a c i l ­
i t y  a t  the t ime i t  comes on l i n e .  Because o f  the ve ry  high cos t  o f  add i ­
t i o n a l  gene ra t ing  c ap ac i t y ,  i t  i s  l i k e l y  th a t  t t y s  p rocess could lead to no 
c o n s t ru c t i o n  and subsequent capac i ty  sho r tag e s .  0

18Wa r ren -A lqu is t  ' Sec t ions  25300 -25323 .  
^ W e l l i n g h o f f  am c h e l l , 1985, p. 22.
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F l o r i d a
The 1980 F l o r i d a  Energy E f f i c i e n c y  and Conse rva t ion  Act (Attachment E) 
r e q u i r e s  " . . .  i n c reas ing  e f f i c i e n c y  o f  the e l e c t r i c  and n a tu ra l  gas systems
o f  F l o r i d a  and the end uses o f  these sources o f  ene rgy  " Regu la t ions
adopted by the pub l i c  s e rv ic e  commission r e q u i r e  u t i l i t i e s  to  " rev iew and 
r e v i s e  u t i l i t y  ope ra t ing  p r a c t i c e s . . .p lan development o f  the bu lk  power 
s y s t em . . . inc rease  the e f f i c i e n c y  o f  e x i s t i n g  gene ra t ing  u n i t s . . . agg res ­
s i v e l y  i n t e g r a t e  n o n t r a d i t i o n a l  sources o f  power g e n e r a t i o n . . . and increase 
e f f i c i e n c y  o f  t ransm iss ion  and d i s t r i b u t i o n  sys tems . "  The ac t  e s tab l i shed  
a f i v e - y e a r  goal (beginning in January 1981) o f  an approx imate 25 percent 
r educ t ion  f o r  a l l  e l e c t r i c  u t i l i t i e s  in peak demand and energy consumption.
The g o v e r n o r ' s  energy o f f i c e  1985 annual r e p o r t  s t a t e s  th a t  reducing 
F l o r i d a ' s  per c ap i t a  energy consumption and the  s t a t e ' s  r e l i a n c e  on p e t r o ­
leum i s  the primary goal o f  the o f f i c e .  Conse rva t ion  i s  the p r in c ipa l  
focus f o r  the energy o f f i c e ' s  program. The second major  o b j e c t i v e  i s  the 
promotion o f  renewable energy resources ,  e s p e c i a l l y  s o l a r  energy .  The 
t h i r d  ma jo r  o b j e c t i v e  i s  to  e f f e c t i v e l y  p lan f o r  energy d i s r u p t i o n s  as a 
r e s u l t  o f  the s t a t e ' s  dependency on petro leum.
Under F l o r i d a ' s  p lanning p ro v i s i o n s ,  the p u b l i c  s e rv ic e  commission sets 
goa ls  wnich the u t i l i t i e s  must meet. F l o r i d a  has been success fu l  with th is  
approach ; u t i l i t i e s  have shown an inc reas ing  s p i r i t  o f  coope ra t ion  in 
v o l u n t a r i l y  p ropos ing major conserva t ion and lo ad  management programs. No 
u t i l i t i e s  have proposed new generat ing f a c i l i t i e s  d e sp i t e  F l o r i d a ' s  high 
popu la t i o n  growth r a t e .  F l o r i d a ' s  s ta tu te s  and r e g u l a t i o n s ,  however, do 
not c o n s t i t u t e  an in t eg ra te d  resource p lanning p rocess .  N e i the r  a l e a s t -  
cos t  n o r  an implementat ion plan i s  requ i red .  The u t i l i t i e s  do not  independ­
e n t l y  as sess  the optimal l e v e l  o f  conse rva t ion  p o t e n t i a l  but ins tead  work 
under the  commission's e s ta b l i s h ed  g oa ls .  There i s  a l s o  no en fo rceab le  
r e g u l a t o r y  connection between resource p lann ing  and c o n s t ru c t i o n  permit 
p roceed ings .  The success t o  date o f  F l o r i d a ' s  process appears to be a 
r e s u l t  o f  the commitment o f  the people invo lved  in the process r a t h e r  than 
the s t r u c t u r e  o f  the F l o r i d a  s ta tu te s  and r e g u l a t i o n s . 21

Minnesota
Minnesota i s  in the process o f  e s ta b l i s h in g  l e a s t - c o s t  p lanning l e g i s l a ­
t i o n .  The s ta ted  purpose o f  the l e g i s l a t i o n  i s  " . . . t o  a ssu re  tha t  Minne­
so ta  consumers pay the lowest cos t  po ss ib le  f o r  e l e c t r i c i t y .  Leas t -co s t  
p lanning would r e q u i r e  tha t  e l e c t r i c  u t i l i t i e s  p lan to  in v e s t  in a l l  
c o s t - e f f e c t i v e  supply and demand opt ions ( i . e . ,  c o n se r v a t i o n ,  cogenera t ion ,

21Wei 1 inghoff and Mitchell, 1985, p. 22.
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and renewable energy) ins tead  o f  bu i ld ing  expens ive ,  env i ronmen ta l l y  r i s k y  
new power p l a n t s  to  meet consumer needs. L e a s t - c o s t  p lanning would t i e  
toge the r  the  s t a t e ' s  rev iew o f  e l e c t r i c  u t i l i t y  r a t e s ,  advance f o r e c a s t s ,  
requests f o r  permits  to  bu i ld  new power p l a n t s ,  and c on s e r v a t i o n . "  Minne­
sota a l s o  i d e n t i f i e s  the f o l l ow in g  b ene f i t s  from l e a s t - c o s t  p lann ing :

S i g n i f i c a n t  cos t  savings to  a l l  sec to rs  o f  the s t a t e ' s  econo:.,y;
I nc reased  use o f  env i ronmen ta l l y  c leane r  sources  o f  energy ,
Decreased dependence on nonrenewable f o s s i l  f u e l s ;
F i n a n c i a l l y  h e a l t h i e r  u t i l i t i e s ;  and
Improved c oo rd in a t i on  o f  s t a t e  agencies ' r e s p o n s i b i l i t i e s .

The l e a s t - c o s t  p lanning sec t ion  o f  the d r a f t  l e g i s l a t i o n  r e q u i r e s  u t i l i t i e s  
to submit l e a s t - c o s t  p lans to  the pub l ic  u t i l i t i e s  commission b i e n n i a l l y  
commencing in 1989. The p lans must inc lude annual demand, sources o f  
supply,  and energy f o r e c a s t s  f o r  a 15-year p e r i o d .  The supply and demand 
fo r e c a s t s  must be in t eg ra te d  to obta in  a l e a s t - c o s t  o p t i on .  The pub l ic  
u t i l i t i e s  commission i s  given the au th o r i t y  to  approve , modi fy ,  o r  r e j e c t  
the p lan .  The d r a f t  l e g i s l a t i o n  app rop r ia tes  S 500 ,000 from the genera l 
fund to the p ub l i c  u t i l i t i e s  commission to c a r r y  out the l e g i s l a t i o n ,  which 
inc ludes the  development o f  r e g u la t i o n s  and the a d d i t i o n  o f  f i v e  s t a f f  p o s i ­
t i o n s .  The a p p r op r i a t i o n  i s  a v a i l a b l e  u n t i l  Janua ry  1, 1989 (see A t tach ­
ment E f o r  a copy o f  the d r a f t  l e g i s l a t i o n ) .

New York
The 1976 S t a t e  Energy Law e s ta b l i s h ed  a S ta te  Energy O f f i c e  to  work with 
o the r  s t a t e  agencies in the development and c o o rd in a t i o n  o f  an o v e r a l l
s ta te  energy program. Members o f  the New York Power Pool a re requ i red  to
prepare an annua l ,  comprehensive, long-range f o r e c a s t  o f  f u t u r e  demand, 
fu tu re  g ene ra t i o n  f a c i l i t i e s ,  and an t ic ipa ted  expend i tu re s  f o r  conse rva ­
t i o n ,  l o a d  management, e l e c t r i c  gene ra t ion ,  and t r an sm is s io n .  The 
S ta te  Energy O f f i c e  conducts hear ings on the u t i l i t i e s '  composite f i l i n g
and p repa res  a r e p o r t  o f  the long - range e l e c t r i c  and gas demand and supply 
requirements o f  the s t a t e .
The pub l i c  s e r v i c e  commission is  requ i red  to rev iew  the plan t o  determine 
whether i t  i s  c o s t - e f f e c t i v e  and whether the p lan  w i l l  r e s u l t  in s i g n i f i ­
cant energy sav ings .  The commission must a l s o  determine i f  add i t io na l  
supply c ap a c i t y  i s  warranted based on the p lan .  In 1984, the commission 
set a ma jo r  new energy conse rva t ion  p o l i c y  r e q u i r i n g  each o f  the s t a t e ' s  
e l e c t r i c  u t i l i t i e s  to  p lace energy conserva t ion on equal f o o t in g  with power 
p lan t  c o n s t r u c t i o n  and a l t e r n a t i v e  forms o f  e l e c t r i c  g ene ra t i on . *^  The
u t i l i t i e s  have been d i r e c t e d  to commit p o r t i on s  o f  annual revenues to the 
development o f  comprehensive energy plans (see Attachment G f o r  New York 
energy s t a t u t e s ) .

22S ta te  o f  New York ,  Energy Law, Chapter 17-A, J u l y  26 ,  1976. 
23New York P ub l i c  S e rv ic e  Commission, Order 8 4 - 1 5 ,  May, 1984.
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Ohio
The s ta t e  o f  Ohio i n i t i a t e d  l e a s t - c o s t  resource  p lanning in November 1986 
through a g rant  t o  the Pub l i c  U t i l i t i e s  Commission o f  Ohio to resea rch  the 
me thodo log y  o f  i n c o r p o r a t i n g  l e a s t - c o s t  op t ions  in t o  the r e g u l a t o r y  
p rocess .  The study i s  being conducted in coopera t ion  with the Ohio O f f i c e  
o f  Energy C o n s e r v a t i o n .  L e a s t - c o s t  planning i s  a p r i o r i t y  o f  the 
gove rno r .  Energy con se rva t ion  i s  a l s o  a high p r i o r i t y  o f  the s t a t e ;  con­
s e rv a t io n  i s  cons ide red  a pr imary t o o l  to  f o s t e r  economic development in 
Ohio. In 1983, l e g i s l a t i o n  was passed tha t  r equ i r e s  every ma jo r  gas and 
e l e c t r i c  u t i l i t y  to  submit a long - range f o r e c a s t  and a d e s c r i p t i o n  o f  
planned u t i l i t y  supply resou rces  to the Pub l ic  U t i l i t i e s  Commission o f  
Ohio. The p re sen t  l e a s t - c o s t  study i s  aimed at  amending the cu r ren t  
s t a t u t e  to s p e c i f i c a l l y  r e q u i r e  in t eg ra ted  l e a s t - c o s t  r e sou rce  p lann ing .  
See Attachment G f o r  an overview o f  the Ohio l e a s t - c o s t  study and Ohio 
s t a t u t e s .

Oklahoma
Oklahoma does not  have a formal  l e a s t - c o s t  p lanning e f f o r t ,  but the 
Oklahoma Co rpo ra t ion  Commission (OCC, which i s  the p ub l i c  u t i l i t i e s  commis­
s i o n )  "encourages" u t i l i t i e s  to do so .  The l e g i s l a t u r e  has a l s o  given the 
OCC a d i r e c t i v e  to  b i e n n i a l l y  prepare a 10 -yea r  e l e c t r i c i t y  supply and 
demand f o r e c a s t .  4 The Pub l i c  Se rv ice  Company o f  Oklahoma proposed to 
the commission a comprehensive r a t e  program which the company c a l l s  the 
"New D i r e c t i o n . "  The program's g o a l s - - t o  encourage c o n se r v a t i o n ,  decrease 
the need f o r  f u t u r e  genera t ing  u n i t s ,  improve u t i l i z a t i o n  o f  e x i s t i n g  gen­
e r a t in g  equipment, and p rov ide  oppo r tu n i t y  f o r  g r e a t e r  consumer c h o ic e - - a r e  
s im i l a r  to most l e a s t - c o s t  re sou rce  p lanning e f f o r t s .  Tha New D i r e c t i o n  
program uses an inn ova t i v e  r a t e  s t r u c t u r e  to  a t t a i n  these g o a l s .  The p r o ­
gram has been in p lace  s ince 1984.
The New D i r e c t i o n  s t r a t e g y  u t i l i z e s  the marketp lace and the most powerful 
market ing v a r i a b l e - - p r i c e - - a s  both a fundamental cause o f  and p o te n t i a l  
s o lu t i o n  to the problems o f  customers and u t i l i t i e s .  A s e l e c t i o n  o f  p r i c e
and s e rv ic e  op t ion s  as we l l  as meaningful incen t ives  f o r  prudent and e f f i ­
c i e n t  energy use a re  o f f e r e d  to  va r i o u s  customer segments. The New D i r e c ­
t i o n  program recogn izes  the d i f f e r e n c e  in customer needs and t h e i r  e f f e c t
on the energy ma rke tp lace .  F i n a l l y ,  the s t r a t eg y  recogn ize s  th a t  on ly
those (Customers who r e q u i r e  spec ia l  s e rv ic e s  should pay f o r  those s e r v ­
i c e s .  J

24Persona1 communication, Oklahoma Corpo ra t ion  Commission s t a f f ,  January 
1987.

2 5 Baker , Hamp, "A New D i r e c t i o n  f o r  an E l e c t r i c  U t i l i t y  - A Commis­
s i o n e r ' s  V iewpo in t , "  Pub l i c  U t i l i t i e s  F o r t n i g h t l y . November 22 ,  1984, p. 
23.
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The New D i r e c t i o n  program o f f e r s  the f o l l ow in g  f o u r  r e s i d e n t i a l  programs.
an op t ion a l  base p r i c e  which o f f e r s  p r i c e  in c en t i v e s  to  r e s i d e n t i a l  
customers who can minimize the amount o f  energy they use above 800
k i l ow a t t  hours (KWH) per month dur ing peak months;
i n c e n t i v e s  to  customers who upgrade l o w - e f f i c i e n c y  equipment to 
h i g h - e f f i c i e n c y  u n i t s ;
p r i c e  reduc t ion  f o r  homes q u a l i f y i n g  as e n e r g y - e f f i c i e n t ;  and
a p r i c e  break f o r  customers who c o n s i s t e n t l y  use l e s s  than 400 KWH 
per month. 5 This l a t t e r  op t ion  rewards customers who c o n s i s t e n t l y  
conserve e l e c t r i c i t y ;  i t  i s  oppos i te  to  p rev ious  e l e c t r i c a l  p r i c ing  
op t ion s  which encouraged energy usage by reducing the p r i c e  as con­
sumption inc reased .

The program a l s o  o f f e r s  commercial and i n d u s t r i a l  programs which inc lude 
l e v e l - o f - s e r v i c e  p r i c e  schedu les ,  t im e -o f - d a y  p r i c e s ,  and an i n d u s t r i a l  
i n t e r r u p t i b l e  p r i c e  op t i on .  S im i l a r  t o  the r e s i d e n t i a l  programs, the 
i n d u s t r i a l  and commercial programs recogn ize  the d i f f e r e n t  needs o f  cus ­
tomers ,  reward c on se rv a t i on ,  and are aimed at  s h i f t i n g  demand away from 
h igh-use pe r iods  to  lower -use  p e r i o d s .  Bas ic  to the program i s  the r e c o g n i ­
t i o n  th a t  the cos t  o f  energy i s  not constan t  th roughout the day o r  the 
y e a r .  V a r i a b le  p r i c ing  encourages customers to  a l t e r  t h e i r  use pa t te rn s  in 
o rd e r  to  use cheaper power. The program achieves more e f f i c i e n t  use o f  
energy through load management and encouraging c on se r v a t i o n .
The New D i r e c t i o n  program i s  revenue n e u t r a l ,  meaning t h a t  i t  o f f e r s  no
immediate revenue inc rease  to  the u t i l i t y  company. The t e n -y e a r  goa ls  f o r
the program a r e :  1) no change in energy s a l e s ;  2) reduce peak demand 527
megawatts (13 pe rcen t )  which equa ls  one ma jo r  gene ra t ing  u n i t ;  3 )  reduce
energy p r i c e s  by ten percent per  k i l ow a t t - h o u r ;  4) lower  revenue r e q u i r e ­
ments by $566 m i l l i o n ;  and 5) earn a reasonab le  r e t u rn  on inves tment .  The
OCC r equ i r e s  t h a t  the program must b e n e f i t  a l l  the customers o f  the u t i l i t y  
(both those who q u a l i f y  f o r  new r a t e s ,  c r e d i t ,  o r  payments and those who do 
n o t ) .  ' See Attachment I f o r  more in fo rmat ion  on the New D i r e c t i o n s  p r o ­
gram.

2 6 Ib id .
2 7 I b i d ,  p. 24.
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Texas
In 1983, the l e g i s l a t u r e  amended the Pub lic U t i l i t y  Regu la to ry  Act to
r e q u i r e  the Texas Pub l i c  U t i l i t y  Commission (TPUC) t o  deve lop a long - te rm 
s t a t e w i d e  e l e c t r i c a l  e n e rg y  f o r e c a s t  to  be s e n t  to  the  g o v e r n o r  
b i e n n i a l l y .  The f o r e c a s t  must inc lude an assessment o f  how a l t e r n a t i v e  
energy sources ,  c on se rv a t i on ,  and load  management w i l l  meet the s t a t e ' s  
ene rgy  needs. The act a l s o  r e q u i r e s  each u t i l i t y  to  submit to the
commission a t e n - y e a r  f o r e c a s t  o f  demand and supply op t ion s  a v a i l a b l e  to 
s e rv ic e  the demand. The Texas l e g i s l a t i o n  requ i res  an in teg ra te d  resource  
p lanning approach . L ea s t - c o s t  p lann ing ,  however, i s  addressed on ly  in the 
r u l e s  developed by the TPUC.
Recent c onve r sa t i on s  with TPUC s t a f f  ind ic a te  tha t  t h e  re sou rce  p lanning
process i s  p r e s e n t l y  expe r ienc ing  con s id e rab le  upheava l .  Whi le the Pub l ic  
U t i l i t y  Regu la to ry  Act i s  cons idered  f a i r l y  r ig o r o u s ,  the r u l e s  developed 
by the TPUC commissioners are cons ide red  too general t o  be b inding on the 
u t i l i t i e s .  This has r e s u l t e d  in u t i l i t i e s  f i l i n g  p lans  th a t  a re cons idered 
inadequate by TPUC s t a f f  and the p u b l i c .  In September 1986,  16 Texas con­
sumer groups f i l e d  a p e t i t i o n  aga in s t  the TPUC to expand the r u l e s  and make 
them more s p e c i f i c .  The p e t i t i o n  was denied by the commissioners,  who
ins tead  created a t a s k  f o r c e  t o  study the problem. P u b l i c  hear ings r e g a rd ­
ing these c o n t r o v e r s i e s  a re p r e s e n t l y  underway. See Attachment J f o r  a 
copy o f  Texas s t a t u t e s ,  r u l e s ,  and the c i t i z e n  p e t i t i o n .

ENERGY AGENCIES AND POLICIES IN OTHER STATES
The o rg an i za t i on  and func t io n  o f  energy agencies in the  s t a t e s  appears to 
be in a t r a n s i t i o n a l  s tage .  Conve rsa t ions  with s t a f f  a t  the Counci l o f  
S ta te  Governments, Na t iona l  Conference o f  S ta te  L e g i s l a t u r e s ,  and a number 
o f  s t a t e  energy agenc ies i n d ic a t e  th a t  department l e v e l  energy agencies 
were u su a l l y  e s t a b l i s h e d  in the mid-1970s in response t o  the o i l  embargo. 
There i s  p re s en t l y  a t rend  to  d i s s o l v e  these departments and s h i f t  the 
r e s p o n s i b i l i t i e s  t o  d i v i s i o n s  o r  o f f i c e s  in o ther  ag enc ie s .  The reasons 
f o r  these changes were most o f t e n  i d e n t i f i e d  as being p a r t  o f  a more 
genera l c o n s o l i d a t i o n  t rend  aimed a t  inc reased f i s c a l  e f f i c i e n c y  and/o r  a 
matu ra t ion  and s h i f t  in s t a t e  energy p o l i c y .  The m a j o r i t y  o f  s t a t e s '  
energy agencies a re  d i v i s i o n s  o r  o f f i c e s .  Table 1 p re s en t s  the most recent 
summary o f  s ta te  energy agencies dates from the 1982 Book o f  the S t a t e s .
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The s t r u c t u r a l  o r g a n i z a t i o n  and r o l e  o f  these agencies a r e  g e n e r a l l y  a 
r e f l e c t i o n  o f  energy p o l i c y  in the s t a t e ;  p o l i c i e s  in the s t a t e s  tend to be 
in f lu enced  by whether t h e  s t a t e  i s  a net buyer o r  s e l l e r  o f  p r imary  energy 
r e sou rc e s .  States t h a t  a re  p r im a r i l y  buyers and/or  heavy u se r s  o f  energy 
re sou rces  focus t h e i r  ene rgy  p o l i c y  towards conse rva t ion .  An example i s  
Ohio which has an O f f i c e  o f  Energy Conservat ion in i t s  Department o f  D eve l ­
opment. S t a f f  in t h a t  o f f i c e  s t re s sed  th a t  energy c on se r v a t i o n  i s  con­
s ide red  a primary deve lopment t o o l  in Ohio. S ta tes  that a r e  producers o f  
energy resources  tend t o  be more focused on production and a r e  o f t e n  r e l a ­
t i v e l y  high oer cap i ta  u se r s  o f  energy . The higher use o f  energy may in 
p a r t  be a t t r ib u t ed  to t h e  lower p r i c e  o f  l o c a l  resources a n d / o r  the percep­
t i o n  th a t  these re sou rce s  are not sca rce .  Regard less o f  whethe r  s t a t e s  are 
net buyers o r  s e l l e r s  o f  energy r e sou rce s ,  the o f f i c e  or  d i v i s i o n  o f  energy 
i s  o f t e n  pa r t  o f  the g o v e r n o r ' s  o f f i c e  o r  in a department o f  commerce and 
economic development. In  regard to you r  quest ion concerning the c o n s o l i ­
d a t ion  o f  o the r  s ta te  ene rgy  programs, a lmost a l l  o the r  s t a t e s '  programs 
appear t o  be con s id e rab ly  more c on so l id a ted  than A laska 's .  The on ly  excep­
t i o n  to  t h i s  is C a l i f o r n i a ,  where the o rg an i z a t i o n  o f  ene rgy  programs is
very complex as a r e s u l t  o f  the the s t a t e ' s  l a r g e  popu la t ion and s i z e .
For a l l  s t a t e s ,  the t h r e e  major government energy r e s p o n s i b i l i t i e s  are 
r e g u l a t i o n  and p lant s i t i n g ,  p lanning and f o r e c a s t in g ,  and c on se rv a t i on .  
Most s t a t e s  p lace  r e g u l a t i o n  and s i t i n g  r e s p o n s i b i l i t i e s  with t h e i r  
p ub l i c  u t i l i t i e s  commission (PUC). The development o f  new p r o j e c t s  are 
a lmost always reviewed by PUCs in o th e r  s t a t e s .  The p r im a ry  func t io n  o f  
commissions is to b a lance  the p u b l i c ' s  and u t i l i t i e s '  i n t e r e s t s .  Because 
o f  t h i s ,  most s ta tes  a l s o  have a consumer advocate o f f i c e  s t a f f e d  with 
economists and a t t o rn e y s  t o  r ep re sen t  consumers before t h e  commission; 
u t i l i t i e s  a re u sua l ly  amply rep re sen ted .  There i s  no o f f i c e  in A laska tha t  
p lay s  the r o l e  o f  a consumer advocate o f f i c e .  Genera l ly  speak ing ,  o th e r  
s t a t e s '  PUCs are s t a t u t o r i l y  g ranted g r e a t e r  au tho r i ty  t o  p ro v id e  more 
u t i l i t y  o ve rs igh t  than t h e  A laska PUC. The m a jo r i t y  o f  s t a t e s  have th ree
commissioners in the PUC; A laska has f i v e  (see  Table 2 ) .  Attached is
in fo rma t ion  on u t i l i t y  r e g u l a t i o n  in o th e r  s t a t e s  and a d r a f t  model con­
sumer advocacy l e g i s l a t i o n  prepared by the Counci l o f  S t a t e  Governments 
(Attachment K ) .
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Many o f  the func t io n s  o f  the Alaska Power Autho r i t y  (APA) are conducted by 
pub l i c  u t i l i t y  commissions, u t i l i t i e s ,  and energy o f f i c e s  in o th e r  s t a t e s .  
The APA a l s o  .appears t o  be a unique e n t i t y  among the 50 s t a t e s .  There 
are power p r o j e c t  bonding a u t h o r i t i e s  in o th e r  s ta t e s  but t h e i r  r o l e s  are 
u s u a l l y  l im i t e d  to tha t  func t ion  a lone .  West V i r g in i a  c rea ted  the Pub l ic  
Ene rgy Development Au tho r i t y  in 1985 to issue  bonds f o r  c on s t ru c t ing  
e n e rg y - r e l a t e d  f a c i l i t i e s  ( i . e . ,  power p lan t s  and t ransm iss ion  l i n e s ) .  
The fun c t io n  o f  the West V i r g in i a  a u th o r i t y  i s  on ly  to issue  bonds. 
Energy p lan  development and f a c i l i t y  promotion and f in anc ing  a re  g e n e r a l l y  
viewed as c o n f l i c t i n g  o b je c t i v e s  in o th e r  s t a t e s .
In the a rea o f  p lanning and f o r e c a s t i n g ,  these a c t i v i t i e s  a re u s u a l l y  the 
r e s p o n s i b i l i t y  o f  the o f f i c e  o r  d i v i s i o n  o f  energy. Moit o f  the s ta t e s  
d iscussed in t h i s  memorandum have an ex tens ive  p lanning process which 
r e s u l t s  in the development o f  a s ta tewide p lan .  The p lanning process 
e n t a i l s  the  s p e c i f i c a t i o n  o f  energy p o l i c y  and the f o rm u la t i o n  o f  o b j e c ­
t i v e s  o r  g o a l s .  The p lan i d e n t i f i e s  how these o b j e c t i v e s  a re  to  be met and 
r e q u i r e s  im p lem en ta t i o n  and mon i to r ing  t o  assure  th a t  the g oa ls  a re 
ach ieved . True s t r a t e g i c  p lans such as those o f  Nevada and Wisconsin are 
a dynamic p ro cess .  In c o n t r a s t ,  A la ska ' s  Energy P lan ,  which i s  prepared by 
the APA, i s  more o f  a ca ta logue o f  energy in fo rma t ion  and a c t i v i t i e s .  This 
i s  p robab ly  the r e s u l t  o f  the la c k  o f  a lead  energy agency fo rmu la t ing  
s t a t e  energy p o l i c y  and the d i s agg rega t ion  o f  programs among agencies .
S ta te s  va ry  c on s id e rab ly  as to whether they conduct energy p lans o r  whether 
the u t i l i t i e s  a re r equ i red  to p resen t  p lans deve loped in accordance with 
s t a t e  s t a t u t e s  and r e g u l a t i o n s  which are then in co rpo ra ted  by a s ta te  
agency in t o  a s ta tewide p lan .  Most o f  the s t a t e s  d iscussed in t h i s  
memorandum r e q u i r e  u t i l i t i e s  t o  submit p lan s ;  the cos ts  f o r  p lans are 
covered by u t i l i t y  r a t e s  which are approved by the PUC. The s ta t e s  which 
r e q u i r e  u t i l i t i e s  to deve lop p lans have g e n e r a l l y  been more success fu l  with 
implementat ion and en forcement .  In s ta t e s  where u t i l i t i e s  prepare p lan s ,  
the o f f i c e  o f  energy conducts demand and supply f o r e c a s t s ,  p rov ides  t e ch ­
n ic a l  i n f o rm a t i on  rega rd ing  conse rva t ion  and a l t e r n a t i v e  energy ,  and takes 
a lead  r o l e  in f o rmu la t ing  and ca r r y ing  out s t a t e  energy p o l i c i e s .  In 
Wisconsin ,  f o r  example, the PUC w r i t e s  a s ta tewide energy plan which 
i .oco rpora tes the p lans submitted by ind iv idua l  u t i l i t i e s .
In some s t a t e s ,  the PUC i s  r e sp on s ib le  f o r  energy p lanning and demand 
f o r e c a s t i n g .  They b e l i e v e  t h i s  more c l o s e l y  t i e s  the p lanning process to 
u t i l i t y  r a t e  d e te rm ina t ion s ,  which i s  the u l t im a te  o b je c t i v e  o f  u t i l i t y  
r e g u l a t i o n .  The Wisconsin PUC, f o r  example, has d i v i s i o n s  o f  p lanning , 
r a t e  d e te rm in a t io n ,  and conse rva t ion .
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Many o f  the o f f i c e s  o f  energy have a sepa ra te  fu n c t i o n a l  sec t ion  tha t  
covers  c on se r v a t i o n ,  we / i th e r i za t ion ,  and f e d e r a l  programs. Energy a s s i s t ­
ance ( f e d e r a l  d o l l a r s  to d i r e c t l y  pay u t i l i t y  b i l l ) ,  however, i s  sometimes 
adminis te red through departments o f  s o c ia l  serv^_q with o th e r  s t a t e  and 
f e d e r a l  low-income a s s i s t ance  programs. In A laska ,  w ea th e r i z a t io n  and some 
f e d e r a l  d o l l a r s  a r e  admin is te red  by the Department o f  Community and 
Regional A f f a i r s ;  energy a s s i s tan ce  i s  admin is te red by the Department o f  
Hea l th and s o c i a l  S e rv ic e s .

k k  k  k

I f  you have any ques t ion s ,  o r  wish a d d i t i o n a l  i n f o rm a t i o n ,  p lease  con tac t  
t h i s  agency.

Attachments
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RESEARCH AGENCY

P .O . Box Y ,  S late Capitol 
Juneau, A laska 99811-3100 

M ail Stop 3100 
(907) 465-3991

March 29 ,  2988
MEMORANDUM
TO: Rep re sen ta t iv e  Kay Brown
ATTN: E r ic  Meyers
FROM: Ginny Fay 

L e c r s l a t i v e
RE:

t i l l # *  '

Regu la t ion  o r ' e o o p e r a t i v e  and Public ly-Owned E l e c t r i c  U t i l i t i e s
Research Request 88 .2 27

You requested in fo rma t ion  on the r e g u l a t i o n  o f  e l e c t r i c  u t i l i t i e s  in o th e r  
s t a t e s .  You are i n t e r e s te d  in the number o f  s t a t e s  t h a t :  ( 1 )  r e gu la t e
coope ra t iv e  and pub lic ly -owned e l e c t r i c  u t i l i t i e s  and ( 2 )  r e q u i r e  advanced 
s i t i n g  approval  f o r  new u t i l i t y  con s t ru c t ion  p r o j e c t s .
Based on the "1985 Annual Report on U t i l i t y  and C a r r i e r  R egu la t i o n , "  by the 
Nat iona l A ssoc ia t ion  o f  Regu la to ry  U t i l i t y  Commissioners, f o r t y - f i v e  o f  the 
f i f t y  s t a t e s  have e l e c t r i c  coop e ra t iv e s .  C o in c id e n t a l l y ,  f o r t y - f i v e  s t a t e s  
a l s o  have p ub l i c  u t i l i t i e s  such as municipal u t i l i t i e s .  Twenty - f ive  o f  the 
f o r t y - f i v e  s t a t e s  with coope ra t iv e s  ( f i f t y - s i x  pe rcen t )  r e g u l a t e  t h e i r  
r a t e s .  Of the twenty s ta t e s  t h a t  do not r e g u la t e  coop e ra t iv e s ,  one
(Minnesota) a l lows  f o r  members to  e l e c t  t o  be r egu la ted ,  another (Nevada) 
exempts coope ra t iv e s  on ly  i f  a l l  t h e i r  s a l e s  ?.re t o  members, and a t h i r d  
(Wiscons in )  r e g u la t e s  a coope ra t iv e  i f  i t s  a c t i v i t i e s  inc lude func t io n s  
th a t  make i t  a p ub l i c  u t i l i t y  under Wisconsin s t a t u t e  (Attachment A ) .  In 
tw e n t y - t h r e e  o f  t h e  f o r t y - f i v e  s t a t e s  w i th  pub l i c l y - ow ned  e l e c t r i c  
u t i l i t i e s  ( f i f t y - o n e  p e r c en t ) ,  e l e c t r i c  r a t e s  a re  sub je c t  t o  r e g u l a t i o n  
(Attachment A ) .
Eighteen s t a t e s  r e q u i r e  advance approval  o r  c e r t i f i c a t i o n  f o r  con s t ru c t ion  
o f  a d d i t i o n a l  gene ra t ion  f a c i l i t i e s  by investor -owned e l e c t r i c  u t i l i t i e s .  
Twelve r e q u i r e  advanced approva l f o r  e l e c t r i c  c o ope ra t iv e s  and nine f o r
p u b l i c l y - o w n e d  e l e c t r i c  u t i l i t i e s  (Attachment B ) .  Twenty-two s t a t e s  
r e q u i r e d  advance a p p r o v a l  f o r  c on s t ru c t ion  o f  d i s t r i b u t i o n  l i n e s  by 
investor -owned e l e c t r i c  u t i l i t i e s .  Fourteen s t a t e s  r e q u i r e  approval  f o r  
c oope ra t iv e s  and ten f o r  pub lic ly -owned u t i l i t e s  (Attachment B ) .
I  hope t h i s  in fo rma t ion  i s  u s e f u l .  P lease do not h e s i t a t e  to  c a l l  i f  you
have a dd i t i o n a l  ques t ion s .
Attachments
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TABUS 3 - REGULATION OK RATES: KLBCTUJC, GAS AND TELEPHONE UTtLmKS
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R E G U L A T IO N  O f  R A T E S :  E L E C T R I C ,  G A S  A N D  T E L E P H O N E  U T I L I T I E S

1/ T h a  F E R C  h a s  s ta tu to ry  ju r is d ic t io n  o ver th a  p o w er an d  tr a n s m is s io n  ra lo *  o f th e  B o n n e v ille  P o w e r
A d m in is t r a t io n  a n d  ju r is d ic t io n  o ve r pow er a n d  tr a n s m is s io n  ra te *  o f D O E 'a  o th e r p o w e r m a rk e t in g  
a g e n c ie s  aa d e le g a te d  b y the S e c re ta ry  o f E n e rg y . R a te *  for the t ra n s m is s io n  o f n o n - F e d e ra l e le c t r ic
p o w e r o v e r  th e  F e d e ra l C o lu m b ia  R iv e r  T ra n s m is s io n  S y s te m  b ecam e e ffe c tiv e  upon c o n firm a t io n  a n d
a p p ro v a l b y  F E R C  u n d e r th e  F e d e ra l C o lu m b ia  R iv e r  T r a n im ia a io n  S y s te m  A c t .

21 P u b l ic ly  o w n e d  u t i l it ie s  a re  re g u lated  aa to s e rv ic e  a r e a . F u l l  re g u la tio n  ia  im p o sed  w h e n  c o m p e tit io n
e x i s U  b e tw e e n  m u n ic ip a l and a im ila r  u t i l i t y .

3/ P u b lic  u t i l i t ie s  re g u la te d  w h e n  o u ts id e  o f m u n ic ip a l b o u n d a ry  o n ly .
4/ S a m e  aa fo r p r iv a t e  u t i l it ie s  and co-opa for fe c i lu ie a  o u ts id e  o f 3 m ile s  from  the c o rp o ra te  l im it s  o f

m u n ic ip a l it ie s .  C o m m is s io n  h a s  no ju r is d ic t io n  w it h in  the 3 m ile  l im it .
5/ O n ly  i f  e a m in g s  e xce e d  8  p e rce n t o f o r ig in a l co st o f p la n t  in  s e rv ic e  o r i f  d is c r im in a t io n  b e tw e e n

c la a a  o f  c u s to m e rs .
6/ M u n ic ip a l u t i l i t ie s  e x e m p t from  S ta te  re g u la tio n .
7/ A u t h o r it y  l im ite d  in  in d iv id u a l ca se s  by le g is la tio n  o r court d e c is io n .
8/ M u n ic ip a l ly  o w n e d  u t i l it ie s  are  fu l ly  re g u late d  w ith  re sp e ct to s e rv ic e  beyond fiv e  m ile s  o f  m u n ic ip a l

b o u n d a ry .
9/ N o t o v e r  p u b lic ly  ow ned e le c tric  u t i l it ie s  se rv e d  b y N Y S  P o w e r A u th o r ity . P u b lic ly  o w n e d  g a s  or

e le c t r ic  u t i l i t ie s  need not d ecrease  ra te s  unload in v e s t ig a t io n  w a s b ased  upon c o m p la in t  o f  25  or m ore
a c t iv e  c u s to m e r* .

10/ N o n a t u r a l  _ j s  in  P u e rto  R ic o .
1 1/ O n ly  w h e n  s e rv ic e  e x te n d s  b eyond the co rp o rate  l im it s  o f a p u b lic ly  ow ned u t i l it y  co m p a n y .
12/ N o ne in  s la t e .
13/ S e v e n  m o n lh a  a ft e r  f i l in g ,  u t i l it y  m ay place a p o rtio n  o f th e  in c re a s e  in  elTect not to e x c e e d  15% o f

t h e ir  gToss in t r a s t a t e  o p e ra tin g  re ve n u e .
14/ N ot u n le s s  co-op e x te n d s  a c t iv it ie s  to in clu d e  fu n c t io n s  t h a t  m a k e  it  a p u b lic  u t i l it y  u n d e r th e  s ta t u t e s

(e x c e p t  to p o rtio n  o f  co-op s e rv ic e  w it h in  in co rp o rated  m u n ic ip a lit y  aa a re s u lt  o f a n n e x a t io n ) .
15/ P lu s  6 0  d a y s  n o tic e .
16/ A u t h o r it y  to re g u la te  r a le s  for in te rs ta te  and foreign s e rv ic e s  o f te le p h o n e  an d  te le g ra p h  c a r r ie r * .
17/ F E R C  r e v ie w s  ra te s  by in te r s ta te  p ip e lin e s  to m a in lin e  in d u s t r ia l  c u sto m e r*  in  c e rt if ic a te  p ro ce e d in g s .
18/ A u t h o r it y  n o t e x e rc is e d .
19/ T h e  P u e rto  R ic o  T e le p h o n e  A u th o r ity , a s t a le  p u b lic  c o rp o ra tio n  cre a te d  b y L a w  25 (M a y  6 , 1 9 71)

p u rc h a s e d  th e  P u e rto  Rico T e le p h o n e  C o m p a n y .
20/ C o m m is s io n  ju r is d ic t io n  e x c lu d e d  from  ra te s  covered b y s p e c ia l a g re e m e n ts  w it h  m u n ic ip a lit ie s .
21/ J u r is d ic t io n  o v e r a l l  ra te s  e ith e r  by t a r i f f  o r c o n tra c t.
221 C o m m is s io n  ju r is d ic t io n  e x c lu d e d  from ra te s  for in t r a s ta te  s e rv ic e  covered by s p e c ia l a g re e m e n ts  w ith

m u n ic ip a l it ie s  a n d  ra te s  for in te rs ta te  s e rv ic e s  su b ject to the F e d e ra l E n e rg y  R e g u la to ry  C o m m is s io n .
23/ A u t h o r it y  l im ite d  to ra le  charg ed  and m a n n e r of d e liv e ry .
24/ P r im a r i ly  F e d e r a l E n e rg y  R e g u la to ry  C o m m issio n  ju i is d ic t io n .
25/ No s p e c if ic  s ta tu to ry  a u th o r ity .
26/ M a y  O x te m p o ra ry  ra te s , b u t p ra ctic e  is  not fo llo w ed .
27/ In t e r im  r a t e s  m u st be ap p ro ved  and are co llected  u n d e r bond s u b je c t to re fu n d .
28/ C o m m is s io n  h a s  a u th o r ity  to g ru n t p a r t ia l an d  im m e d ia te  ra te  r e l ie f  d u r in g  p e n d e n cy  o f f in a l  o rd e r ,

a f t e r  s ta tu to r y  re q u ire m e n ts  a re  m e t.
29/ M a y  p e r m it  r a le s  to go in to  e ffe c t , su b je ct to re fu n d .
36/ In t e r im  r a t e s  m a y be p re scrib e d  a fte r  u h e a rin g .
31/ R e q u ire d  to a d v e r t is e  30  d a y s  p r io r to ch an g e .
32/ R a te s  for in t e r s t a t e  s e rv ic e  su b je c t to F E R C .
33/ W h e n  no t su b je c t to F E R C .
34/ S p e c if ic  a u t h o r it y  re q u ire d  to ch an g e  ro te s . R a le s  do no t becom e e ffe c tiv e  a fte r  a s p e c ifie d  p e rio d ,

c o n s e q u e n t ly , no s u s p e n s io n  is  re q u ire d .
35/ M u tu a l te le p h o n e  c o m p a n ie s  in  w h ich  at le a s t  50%  o f th e  u se r*  a re  o w n e rs , c o o p e ra tiv e  te le p h o n e

c o rp o ra tio n s  o r a s s o c ia t io n s , and telep ho ne co m p a n ie s h a v in g  le s s  th a n  15 ,000 c u sto m e rs  a n d  le s s  th a n  
1 5 ,0 0 0  a c c e s s  l in e s  a re  not su b je c t to ru le  re g u la tio n .

36/ H a w a ii  la w  p ro v id e s  th a t  ra te  in cre a se s  m ay not go in to  effect u n t il  ap p ro ved  by the C o m m is s io n .
37/ E f fe c t iv e  J u l y  I ,  1978 for e le c tric  and  gas p r iv a te  u t i l i t ie s .  E ffe c t iv e  J u l y  1, 1982 fo r te le p h o n e

u t i l i t ie s .
38/ E m e rg e n c y  o n ly .
39/ 90  d a y s  a t  a  t im e ; up to a to ta l o f 6 m o n th s.
40/ C a n  in v e s t ig a t e  co-op ra te s for d is c r im in a to ry  p ra c t ic e s .
4 1/ E x c e p t  no a u th o r ity  o ve r ra te s  charg ed  to in d u s t r ia l  c u sto m e rs  b y a n y  g a s co m p a n y .
42/ T e le p h o n e  is  th e  o n ly  re g u late d  u t i l i t y .  E le c t r ic  s e rv ic e  is  su p p lie d  b y p o lit ic a l  s u b d iv is io n s  c a lle d

p u b lic  p o w e r d is t r ic t s ,  e le c tr ic  c o o p e ra tive s and m u n ic ip a l e le c t r ic  s y s te m s . N e b ra sk a  is  u n iq u e  am ong
th e  s t a le s  in  h a v in g  no p r iv a te  p o w er c o m p a n ie s ; a l l  e le c t r ic  fa c i l it ie s  a re  p u b lic ly -o w n e d  o r m e m b e r- 
o w n e d . N a tu r a l  g a s  is  provided by p r iv a te  c o m p a n ie s  th ro u g h  fra n c h is e  g ra n te d  by e a ch  c i t y ,  to w n  o r 
v il la g e .

43/ B a s ic  ra te  s t r u c t u r e  re g u la tio n  o n ly .
44/ R a le s  fo r in t e r s t a t e  s a le s  a re  su b ject to the ju r is d ic t io n  o f the F E R C ;  in t r a s la le  ru le s  a re  s u b je c t to

S ta te  r e g u la t io n .
45/ P u b lic  u t i l i t ie s  re g u la te d  in so fa r as they are  ow ned and  o p erated  o u ts id e  co rp o ra te  l im it s .
46/ M u n ic ip a ls  cu n  p u t ra te s  in to  effect a fte r  45 d a y s . T h o  B o a rd  c a n  o rd er b i i  in v e s t ig a t io n  a n d  ra te s

m a y  be s u b je c t to re b a te .
47/ T h e  C o m m is s io n  m a y  e x te n d  the ten -m onth su s p e n s io n  p erio d  for p erio d s o f tim e  a n d  for le a s o n s

e s ta b lis h e d  by s ta t u t e .

N A R U C  A n n u a l R e p o rt on U t i l i t y  a n d  C a r r ie r  R e g u la t io n  1986
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48/
49/
50/
51/
52/
53/

5L

55/

56/
57/

58/

59.
60/

61/

62/
63/
64/
65/66/
67/68/
69/

70/
71/

72'

73/

M a rk e t in g  A c t th e  
o w ned  u t i l i t y  s e lls

A lb e r ta  
to  th e

F O O T N O T E S  ■T A B L E  3  
R E G U L A T IO N  O F  R A T E S ;  E L E C T R I C ,  G A S  A N D  T E L E P H O N E  U T I L I T I E S

- »*. .rT'\rv “■* — •?j.- jiin '- .
I f  m u n ic ip a l it y ,  a p p e lla te  ju r is d ic t io n  o n ly . T h is  C o m m is s io n  h a s  o r ig in a l ju r is d ic t io n  o v e r tw o  p u b lic
a u t h o r it ie s  ( R iv e r  A u t h o r it y ) .  v r  ^  ’ ■> '■ -
W y o m in g  S u p re m e  C o u rt  d e c is io n  to effect P S C  c s n n o t re g u la te  g ^ r  s a le  fo r r e s s le  
T o  e x t e n t  n o t F e d e r a lly  p re e m p te d .
O n ly  j f  a u th o ris e d  b y  L ie u te n a n t  G o ve rn o r in  C o u n c il.
A lb e r ta  P M C  m a y  d e te rm in e  w h a t am o u n ts are e lig ib le  for in c lu s io n  in  co st o f  s e rv ic e .
I f  fo r re s a le  o u ts id e  m u n ic ip a l b o u n d a rie s . P u rs u a n t  to th e  E le c t r ic  E n e rg y  
P U B  h a s  ju r is d ic t io n  to A x  the p rice  a t  w h ic h  one p u b lic ly  (m u n ic ip a l)
A lb e r t a  E le c t r ic  E n e rg y  M a rk e t in g  A g e n cy .
O n ly  i f  th e  m u n ic ip a lit y  h a s  p asse d  a b y - ls w  ap p ro ved  b y  th e  L ie u te n a n t  G o v e rn o r in  C o u n c il , b r in g in g
i t s e l f  u n d e r th e  A lb e r ta  P U B  o r i f  the pul lie  body is  th e  G o v e rn m e n t o f  th e  P ro v in c e  o f  A lb e r ta .
R a te s  m u s t  be f ile d  30 d a y s  before f in a l  ad o p tio n  b y the U t i l i t y ;  h o w e v e r, th e  r a te s  becom e e ffe c t iv e
re g a rd le s s  o f  w h e th e r  th e  P S C  is s u e s  a con m ent to th e  u t i l it y  on som e a sp e ct o f it s  ra te  s t r u c tu re .
H a s  a u t h o r it y  o n ly  a t  th e  e le c tio n  o f  the cc jp e ra t iv e .
R a te s  c a n n o t be in cre a s e d  w ith o u t h e a rin g s  an d  a s u b se q u e n t o rd er o f the C o m m is s io n , c o n s e q u e n t ly , 
no s u s p e n s io n  is  re q u ire d .
P U C  does not re g u la te  ra te s  o f ru ra l te lep h o n e co o p e ra tive s  o r o f  th ir te e n  in d e p e n d e n ts  a n d  th re e
m u n ic ip a ls .
C o m m is s io n  h a s  lim ite d  re v ie w  a u th o r ity  o ver ro le  ch a n g e s by m u n ic ip a lly  ow ned u t i l i t ie s .
O ne h u n d re d  an d  f i f t y  d a y s  beyond a u to m a tic  35  d a y s  and  tw o  a d d it io n a l d a y s  for e a ch  d a y  o f h e a r in g s  
on m e rit  b eyo n d  15 d a y s .
O n e y e a r  for u t i l i t ie s  w it h  33 m illio n  or le ss  a n n u a l g ro ss re v e n u e s ; in d e fin ite  for u t i l i t ie s  
33 m il l io n  in  a n n u a l g ro ss  re v e n u e s . In te r im  ra te s  m u st be acted  upon w it h in  f iv e  m o n th s  
w it h  33  m il l io n  o r le s s  a n n u a l g ro ss re v e n u e s ; no s ta tu to ry  re q u ire m e n ts  for la rg e  u t i l i t ie s .
R a le s  becom e e ffe c t iv e  a fte r  se ve n  m o n th s i f  C o m m is s io n  does not la k e  a c tio n .
M a y  be e x te n d e d  to n in e  m o n th s i f j u s t  cau se  is  sh o w n  in  the R e co rd .
O n ly  w it h  t h a t  s e rv ic e  w h ic h  e x te n d s  one m ile  beyond the co rp o ra te  l im it * .
R a te s  o f  c o o p e ra t iv e s  p ro v id in g  s e rv ic e s  to m e m b e rs o n ly  are n o t re g u la te d .
M a y becom e d e re g u la te d  upon m a jo r ity  vote o f a t  le a st 15 p ercen t o f e l ig ib le  m e m b e rs.
O n ly  in l r a s t a t e  W A T S .
R a le s  a r c  not re g u la te d  lor gas u t i l it ie s  s e rv in g  fe w e r t h a n  L 5 0  c u s to m e rs .
P S C  h a s  s ta te  a u th o r ity  to re q u ire  in ve sto r-o w n e d , m u n ic ip a l an d  co o p e ra tiv e  u t i l it ie s  to w h e e l

w it h  o v e r 
for u t i l i t ie s

P S C
■s p re -e m p te d  b y  F E R C  from  se ttin g  w h e e lin g  ra te s  for in ve sto r-o w n e d  u t i l i t ie s ,  but m a y  re g u la te
w h e e lin g  ra te s  for m u n ic ip a l and co o p e rative  u t i l it ie s .
In v e sto r-o w n e d  gas d is t r ib u t io n  co m p a n ie s o n ly .
C o m m is s io n 's  a lt e r n a t e  e n e rg y  pro d uctio n  ru le s , adopted p u rs u a n t  to Io w a  Code S e c . 4 7 6 .4 3 , s e t
w h e e lin g  ra te s .
F iv e  lo c a l e x c h a n g e  co m p a n ie s  m u st re ce ive  a p p ro v a l p r io r  to c h a n g in g  r u le s ; a l l  o th e r 69  c o m p a n ie s
m u st g iv e  n o lice  b u t do not need P U C  a p p ro v a l.
T h e  C o m m r s io n  h a s  a u th o r ity  to re g u late  ra te s  for c e rt if ic a te d  in te re x c h a n g e  c a r r ie r s  b u t a llo w s  ih e » e
ra te s  to be s e t c o m p e t it iv e ly .
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in d ic a te d . S o le :

c o m p le te ly  

ta k in g s  in E m i ­

ly F in d in g  o r p u b lic  co n ve n ie n ce  an d  n e c e s s ity  re q u ire d  i f  a n o th e r u t i l i t y  is  a lre a d y  o ffered  or is  ju i l io r -
iie d  to ofTer a c o m p a ra b le  se rv ic e  in  the sa m e  a r e a . .35 M R S A  13-A.

2/ A u th o r iz e  e x e rc is e  o f fra n c h is e  r a t h e r  th a n  issu e  c e rt if ic u te  o f P u b lic  C o n v e n ie n c e  and N e c e s s ity .
3y P re s e n t  c e r t if ic a t e  a u th o rity  lim ite d  to gas tr a n s m is s io n  p ip e lin e s , g a s sto rag e f ie ld s , te le p h o n e  c o m ­

p a n ie s  a n d , in  the case  o f g a s and  e le c tr ic  co m p a n ie s , to s itu a t io n s  w h ere  one u t i l i t y  p ro p o ses to e x ­
ten d  s e rv ic e  in to  a m u n ic ip a lity  p r e s e n t ly  re c e iv in g  lik e  and co n tem p o ran e o u s s e rv ic e  from  a n o th e r u t i l ­
i t y .

41 A n s w e re d  w it h  " p r iv a t e "  m e an in g  in ve sto r-o w n e d  and " p u b lic "  m e a n in g  m u n ic ip a l or g o v e rn m e n ta l.
V  S a m e  as fo r p r iv a te  u t i l it ie s  an d  c o o p e ra tiv e s  Tor fa c i l it ie s  o u u id c  o f 3 m ile s  fro m  th e  co rp o ru te  l im it s

o f m u n ic ip a l it ie s  - c o m m iu io n  h a s  n c  ju r is d ic t io n  w it h in  th e  3-m ile  l im it .
6y N o, e x c e p t for se rv ic e  o u ts id e  (h e  m u n ic ip a lit y . G e n e ra l M u n ic ip a l L a w , S e c . J G I ,  3G-4; P u b lic  S e r v ic e

L a w , S e c . 6 8 .
7y Im p lie d  a u th o r ity  from  s ta tu te .
8y G e n e ra t in g  p la n ts  in  e x c e s s  o f 5 l) M W .
9/ N ot n e c e s s a ry  to o b ta in  c e rt if ic a te  lot e x te n s io n  o f it s  l in e , p la n t  or sy ste m  i f  co n tig u o u s  to it s  e x i s t ­

in g  s y s te m  and i f  su ch  e x te n s io n  is  not in to  urea ol a n o th e r u t i l i t y  o f l ik e  c h a ra c te r , und i f  e x t e n s io n
is  n e c e s s a ry  in  the o rd in a ry  co u rse  o f i t s  b u s in e s s .

10/ A lth o u g h  c e r t if ic a t io n  is  n o i re q u ire d , a l l  c a p ita l e x p e n d itu re s  in  e x c e s s  o f $ 5 0 0 ,0 0 0  or 10% o f th e  to ta l
p la n t  in  s e rv ic e  m ust be su b m itte d  to th e  C o m m is s io n  for re v ie w .

11/ T h e  c e r t if ic a t e s  o f p u b lic  c o n v e n ie n c e  und n e c e s s ity  hereto fo re  issu e d  by th e  C o m m is s io n  for th e  m o st
p a rt  a u th o riz e  co n stru ctio n  o f  m in o i e le c tr ic , gas and te lep h o n e p la n t  o f a l l  s o rts , w ith o u t l im e  l i i t i i l ,  
w it h in  sp e c ifie d  m u n ic ip a lit ie s . T h e re fo re , j u t i l i t y  needs no a d d it io n a l c e i i i f ic a t e ,  o th e r th a n  for a m a ­
jo r  ste a m  e le c tr ic  g e n e ra tin g  la i- il ity  or an  e le c tr ic  o r gas t ra n s m is s io n  lin e  to c o n s tru c t u d d it io n u l p la n t  
w it h in  it s  p r e v io u s ly  c e it if ie d  a r e a . F o r  a n y  co n stru ctio n  o u tsid e  its  p re v io u s ly  c e r t if ie d  a r e a , a p p ro v a l 
o f th e  P u b lic  S e rv ic e  C o m m is s io n  is  le q u ire d . N o n -re ta il gas t ra n s m is s io n  by e x p lo ra t io n  c o m p a n ie s  n e e d s 
no f r a n c h is e , b u t m ust m eet s a fe ty  s ta n d a r d s  and m ay re q u ire  an  A rt ic le  V I I  c e rt if ic a te .

12/ P a r t ic ip a t e s  thro ug h m e m b e rsh ip  on Puw ei S it in g  C o m m is s io n , w h ic h  h a s  a u th o r ity  a s
P o w e r s it in g  now  p a n  o f P U C O .

13/ T r a n s m is s io n  l in e s  in  e x c e s s  o f 2 l)0  K \ .
14/ C e r t if ic a t e s  are  re q u ire d  i f  new  a ie a s  are  to be se rve d  by the fa c i l it ie s . T h e  s la te  is

ered for te le p h o n e  s e rv ic e .
15/ D e p a rtm e n t h a s  pow er to rezono p ro p e ity  lo r c o n stru ctio n  o f u t i l it y  fa c i l it ie s  an d  n m kc

n e n t D o m a in  P ro cee d in g s.
16/ L im ite d  to w h e n  co n d e m n atio n  is  re q u ire d .
17/ O nce a u t i l i t y  h a s been c e rt if ie d  by the C o m m is s io n , the g e n e ra l p o licy  fo llo w ed  by th e  C o m m is s io n  is

to not re q u ire  fu r th e r  c e rt if ic a t io n  for m a jo i a d d itio n s  w it h in  the s e rv ic e  a re a  o f the u t i l i t y .
18/ C e r t if ic a t e  needed for e x te n s io n s  in to  new te rr ito ry  not co n tig u o u s to e x is t in g  s e rv ic e  or b e in g  s o lv e d

b y  a n o th e r u t i l i t y .
19/ O n ly  o u ts id e  m u n ic ip a l l im it s .
20/ In d e te rm in a te  p e rm its  in  W is co n s in  come in to  e x is te n c e  by o p e ra tio n  o f la w  re s u lt in g  from  a n y  g r a n t

from  the S t a t e  for a m u n ic ip a lity  to a n y  p u b lic  u t i l it y  to o w n , o p e ra te , m a n ag e  or c o n tro l a n y  p la n t
for the fu r n is h in g  o f a p u b lic  u t i l it y  s e rv ic e . W h e th e r an  in d e te rm in a te  p e rm it e x is t s  in  a n y  g iv e n  s i t ­
u a tio n  d e p en d s e s s e n t ia l ly  upon the e x is te n c e  o f su ch  u n d e r ly in g  g ra n t .

21/ T o  th e  e x t e n t  th a t  is  not in  c o n flic t  w ith  in te rs ta te  com m erce (F e d e ra l E n e rg y  R e g u la to ry  C o m m is s io n
( F E R C ) ) .

22/ O n ly  e le c t r ic it y  g e n era ted  by w a te r  p o w e r.
23/ A l l  te r r ito ry  is  in co rp o ra te d .
24/ U p o n  p ro p e r a p p lic a t io n .
25/ N o, e x c e p t w h e re  d u p lic a te  fra n c h is e s  m ay h ave  lie en  g ra in e d  to m ore th a n  one u t i l i t y .
26/ U n le s s  th e  t e r r it o r y  is  co ntig uo us Lo a n o th e r p u b lic  u t i l i t y .
27/ C o lo ra d o  P U C  h a s no ju r is d ic t io n  o v e r m u n ic ip a lly -o w n e d  u t i l it ie s  o p e ra tin g  in s id e  c o rp o ra te  l im it s  e x ­

ce p t a s  to g a s  s a fe ty .
28/ T o  e x t e n t  a m u n ic ip a lit y  g e n e ra te s |w w e r  fot re s .i le .
29/ L o u is ia n a  C o n s t itu t io n  o f 1974 g ia n t s  w id e and p le n a ry  a u th o rity  to “ re g u la te "  b u t no s p e c if ic  c e r t i f i ­

c a tio n  a u th o r ity  is  pruvidc-J e x ce p t by s la t u le  to rad io  com m on c u r r ie r s . A u th o r ity  m a y  be im p lie d . A l­
lo ca tio n  o f te r r ito ry  h a s  been u n d ci ta k e n  by G e n e ra l O ld e r us w e ll a s  H S 4 5 :121 et se q .

30/ 35 M R S A , S e c . 212.
31/ C e r t if ic a t e s , P e rm its  and  L ic e n s e s  • N one in  M o n ta n a .
32/ T h e  key w o rd  h e re  is  a u lh o n t y . T h e  C o m m iss io n  r a n  do a l l  th e se  th in g s  on the b tts is  t l iu t  u t i l i t ie s  m u st

p ro v id e  s a fe , ad eq u ate  an d  proper s c iv l t e .
33/ U t i l i t ie s ,  a t  th e ir  o p tio n , m.ty te q tle s l e x c lu s iv e  te r r ito r ie s .
34/ I f  s ig n if ic a n t  e n v iro n m e n ta l im p a c t.
35/ E le c t r ic  f a c i l it ie s  ow ned and o p erated  by the g o vern m en t an d  are

ra te  in c re a s e s . No n a tu ra l g a s set v ic e  in  t lie  V ir g in  Is la n d s  o th e r 
la te d  by th e  C o m m is s io n .

36/ T h e  term  " c e rt if ic a te s  o f co n ve n ie n c e  and n e ie s s i t y "  does not a p p ly
does a p p ro v e  m u jo r u d d itio iis  o f a l l  re g u la te J  u t i l it ie s .

37/ C a n n o t be e x c lu s iv e  te r r ito ry .
38/ Y e s , for lic e n s e s  h y d ro -e le ciin - p ro jects o n ly
39/ C o m p re s s io n , u n d erg ro u n d  sto rag e and I .N fJ  p la n t .
40/ T h e  1974 le g is la tu re  g ave le r i t iu r y  a u th o rity  to tin- P S C  o v e r a l l  e le d n r s ,  in c lu d in g  m u n ic ip a l a n d  H E  A s

to s e t t le  d is p u te s  um ong u t i l it ie s .
41/ L im ite d  a u t h o r it y .

N A R U C  A n n u a l R e p o rt on U t i l i t y  and C a r r ie r  R e g u la tio n  1985
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42/ T h e  Regie- h a *  e x c lu s iv e  ju r is d ic t io n  to d e cid e  th e  lo cu tio n  an d  c o n d itio n *  fo r c o n n e c tin g  th e  m s t .i llu -
n o n *  n e c e s s a ry  for the o p eruttun  o f a p u b lic  s e r v a e . I t  m ay u l*o  o rd e r the s h a r in g  o f th e  u t i l iz a t io n  
o f  a p u b lic  s e rv ic e  in s ta lla t io n  (fo r d is t r ib u t io n  l in e s ) . K in u lly ,  an  u n d e rta k in g  m u s t  a ls o  o b tn in  the 
R e g ie 's  a u th o r iz a t io n  to e x te n d  o r am end s e rv ic e .

43/ T h e  R e g ie 's  a u th o r iz a t io n  is needed to a b a n d o n  s e rv ic e .
44/ H a v e  a u t h o r it y , b u t no p u b lic  gas c o m p a n ie s  in  V e rm o n t.
45/ A u t h o r it y  re s ts  w it h  E n e rg y  R e so u rce s C o n s e rv a t io n  Uourd lo i e le c tric  an d  g a s .
46/ C e r t if ic a t e s  a re  no t a p p lic a b le  to te le p h o n e  c o m p a n ie s  an d  s> s te m s  u n d er th e  O n ta r io  T S C  ju r is d ic t io n .
47/ P a r t ic ip a t e s  th ro u g h  m e m b e is h ip  on C o n n e c tic u t  S it in g  C o u n c il w h ic h  h a s  a u th o r ity  in d ic a te d .
48/ T h e  B o a rd  h a s  p o w er to g ra n t f r a n c h is e s  b u t not c e r t if ic a t e s  o f c o n v e n ie n c e  e x c e p t w h e ie  te r r ito ry

a lr e a d y  s e rv e d  b y  a p u b lic  u t i l i t y .  B o a rd 's  a p p ro v a l is  re q u ite d  fo r e x p e n d itu re s  to c o n s tru c t  m a jo r a d ­
d it io n s . C o n s e n t o f B o ard  is  re q u ire d  for a n y  a b a n d o n m e n t o f l in e *  or w o rk s .

49/ N o tice  o f a b a n d o n m e n t m u st be- tile d  a s  a ch a n g e  in  ru le s  and  the e ffe c t iv e n e s s  m a y be su sp e n d e d  for
f iv e  m o n th s .

50/ T h e re  a re  no p u b lic  gas u t i l it ie s  in  O reg o n .
51/ A l l  e le c t r ic  a n d  te lep h o n e u t i l it ie s ,  in c lu d in g  c o o p e ra tiv e s  und m u n ic ip a ls , m u st h a v e  C o m m is s io n  a p p ro ­

v a l  to s e rv e  o u ts id e  ass ig n e d  s e rv ic e  a r e a s . G a s  u t i l i t ie s  se rv e  on a lo ca l f r a n c h is e  b a s is .
52/ M P U C  a p p ro v a l re q u ire d  (or c o n s t iu c tto n  o f e le c tr ic  g e n e ra t in g  an d  tr a n s m is s io n  f a c i l it ie s  u n d e r 35

M R S A  S e ctio n  13-A .
53/ T h e  u t i l i t ie s  a re  ow ned and u p e ra tcd  by the g o v e rn m e n t; the C o m m is s io n  h a s  a u th o r ity  o v e r ra te s  o n ly .
54/ O n ly  i f  o u ts id e  o f c e rt if ic a te d  s e rv ic e  a r e a .
55/ G e n e r a t in g  p la n ts  w ith  c a p a c ity  o f 12 M U  o r g re a te r .
56/ T r a n s m is s io n  l in e s  ra ted  10U K V  or g re a te r .
5 7 /  O n ly  u p o n  th e  r e q u e s t  o f  th e  a p p r o p r i a t e  u t i l i t y .
58/ A r t ic le  V I I I  o f  th e  S t a t e 's  P u b lic  Set v ic e  L a w  e s ta b lis h e s  w it h in  tin- D e p a rtm e n t o f P u b lic  S e iv u v  a

B o a rd  on E le c t r ic  G e u e ia t io n  S it in g  .u id  th e  E n v ir o n m e n t  in te n d e d  to h a ve  o ne-stop s it in g  ju r is d ic t io n . 
T h e  C h a ir m a n  o f th e  P u b lic  S e rv ic e  C o m m is s io n  a c ts  a s  C h a ir m a n  o f th e  B o a rd . T h e  o th e r m e m b e is  m e  
th e  C o m m is s io n e rs  o f E n v u o n in e iit i i l  C o n s e r v a t io n , S la t e  E n e rg y  O ffic e , H e a lth  and C o m m e rc e , an ad 
hoc m e m b e r a p p o in te d  b> th e  G o v e rn o r , w h o  s h a l l  be a re s id e n t o f the ju d ic ia l  d is t r ic t  in  w h ic h  ih c  
f a c i l i t y  a s  p r im a r i ly  proposed is  to be lo ca te d , and j i i  ad hoc m e m b e r a p p o in te d  by the G o v e rn o i, w ho
s h a ll  be a re s id e n t o f th e  co u n ty  in  w h ic h  th e  f a c i l i t y  a s  p r im a r i ly  proposed is  to be lo ca ted .

59/ A r t ic le  V I I  o f  the P u b lic  S e iv ic e  l-uw  le q u ir e s  a c e rt if ic a te  for m a jo r e le c u ic  a n d  g a s t r a n s m is s io n  l in e s .
. I i  does not a p p ly  to te lep h o n e l in e s .

N A K I I C  A n n u a l R e p o rf on U t i l i t y  tn d  C o r n e r  R e g u la t io n  1985
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513 West Seventh Avenue « P.O. Box 103111 • Anchorage, Alaska 99510 • (907) 272-6355 or  278-3663

Rep. S a m  Gotten, Co-Chair M a r c h  31, 1988

H o u s e  R e s o u r c e s  Committee 

P o u c h  V
Ju n eau, A K  99811

Dear Rep. Gotten:

T h i s  lette r is w r i t t e n  in r e f e r e n c e  to d i s c u s s i o n s  d u r i n g  

t h e  3 / 3 1 / 8 8 ,  H o u s e  R e s o u r c e s  C o m m i t t e e  h e a r i n g s  o n  H B  2 3 8 / 9 .  

D u r i n g  t h e  d i s c u s s i o n  p e r t a i n i n g  to i n t e r v e n o r  f u n d i n g ,  y o u  

q u e s t i o n e d  its r e l a t i o n s h i p  to t h e  A l a s k a  C o n s u m e r  A d v o c a c y  

P r o g r a m  a n d  A C A P ’s f u n d i n g .  I w o u l d  like to c l a r i f y  t h e  A C A P  

f u n d i n g  m e c h a n i s m  a n d  s t r e s s  t h e  i m p o r t a n c e  of t h e  s e p a r a t e  

intervenor f u ndi ng  prov i d e d  in H B  238.

A C A P  is c u r r e n t l y  o p e r a t i n g  u n d e r  a c o m p e t i t i v e l y a w a r d e d  

c o n t r a c t  w i t h  t h e  S t a t e  of A l a s k a ,  D e p t ,  of C o m m e r c e  a n d  w e  a r e  

c h a r g e d  w i t h  r e p r e s e n t i n g  c o n s u m e r s ’ i n t e r e s t s  in g a s ,  e le c t r i c  

a n d  t e l e p h o n e  utility i s s u e s .  A C A P  r e c e i v e s  n o  o t h e r  f u n d i n g  to 

c o n d u c t  this s t a t e - s o l i c i t e d  f u n c t i o n .  It is i n t e r e s t i n g  to n o t e  

t h a t  s o m e  4 0 +  s t a t e s  c u r r e n t l y  h a v e  f u n d e d  c o n s u m e r  

r e p r e s e n t a t i o n  o n  utility i s s u e s .  A l a s k a  is u n i q u e  in h a v i n g  

c h o s e n  th is  c o n t r a c t u a l  m e t h o d  a s  o p p o s e d  to i n c o r p o r a t i n g  t h e  

f u n c t i o n  w i t h i n  s o m e  a p p r o p r i a t e  b r a n c h  of g o v e r n m e n t .  A l a s k a ’s 

c h o i c e ,  t h r o u g h  c o n t r a c t i n g ,  h a s  b r o u g h t  it t h e  b e s t  ol b o t h  

w o r l d s - - p r o v i d i n g  t h e  n e c e s s a r y  f u n c t i o n  w h i l e  t a k i n g  a d v a n t a g e  

of the cost-savings t h r o u g h  competitive contracting.

It is u n l i k e l y  t h a t  t h e  p r o v i s i o n  of i n t e r v e n o r  f u n d i n g  

c o n t a i n e d  in H B  2 3 8  w o u l d  h a v e  m u c h  a p p l i c a b i l i t y  to A C A P  s i n c e  

A C A P ’s c o n t r a c t  c o n t a i n s  a s p e c i f i c  p r o v i s i o n  w i t h i n  its f u n d i n g  

f or  i n t e r v e n t i o n  in d o c k e t s  b e f o r e  t h e  A P U C .  A t  m o s t ,  A C A P  m i g h t  

s e e k  r e i m b u r s e m e n t  for c o s t s  of  e x p e r t  w i t n e s s e s  in s e l e c t  

s i t u a t i o n s  w h e r e  its b u d g e t  w o u l d  n o t  c o v e r  t h o s e  s p e c i a l  c os ts . 

W e  r e g a r d  t h e  i n t e r v e n o r  f u n d i n g  a s  a critical s o u r c e  of s u p p o r t  

to e n a b l e  i n d i v i d u a l  utility c u s t o m e r s ,  w h o  m i g h t  h a v e  a s p e c i f i c  

c o n c e r n  too n a r r o w  to w a r r a n t  t h e  i n v o l v e m e n t  of A C A P ’s c l a s s -  

a e t i o n  le ve l of r e p r e s e n t a t i o n ,  to e f f e c t i v e l y  p r e s e n t  t h e i r  

l e g i t i m a t e  c o n c e r n s .  K e e p  in m i n d  t h a t  this, o r  a n y  other' 

i n t e r v e n t i o n ,  w o u l d  o n l y  r e c e i v e  f u n d i n g  s u p p o r t  if it m e t  

t h e  c r i t e r i a  of b e i n g  s u b s t a n t i v e ,  u n i q u e  a n d  of i m p o r t a n t  

significance to the case being heard.

A s  a n o r m a l  p a r t  of its c o n s u m e r  r e p r e s e n t a t i o n ,  A C A P  h a s  

c o n c l u d e d  t h a t  thi s l e a s t - c o s t  l e g i s l a t i o n  is in t h e  c o n s u m e r s ’, 

utili ti es’ a n d  t h e  s t a t e s ’ b e s t  i n t e r e s t s .  A C A P  is m e r e l y  

fulfilling its p r e s c r i b e d  r e s p o n s i b i l i t i e s  b y  a d v o c a t i n g  fo r t h e  

p a s s a g e  of this bill. H o w e v e r ,  a s  o u t l i n e d  in o u r  t e s t i m o n y ,  w e  

d o  s o  w i t h  s o m e  a p p r e h e n s i o n ,  d u e  to t h e  d e l e t i o n  of P u b l i c  

Utility C o m m i s s i o n  p r e v i e w  a n d  a p p r o v a l  of p o w e r  p r o j e c t s .  W e  

feel s t r o n g l y  t h a t  t h e r e  s h o u l d  b e  g r e a t e r  o v e r s i g h t  of
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c o n s t r u c t i o n  p r o j e c t s  p r i o r  to c o n s t r u c t i o n .  A s  y o u  k n o w ,  g i v e n  

t h e  c o o p e r a t i v e  o r  m u n i c i p a l  s t a t u s  of A l a s k a ’s utilities, t h e  

A P U C  h a s  little r e c o u r s e  b u t  to p a s s  c o n s t r u c t i o n  c o s t s  o n  to 

c o n s u m e r s ,  e v e n  if t h e  a d d i t i o n a l  c a p a c i t y  is e x p e n s i v e  a n d  

e x c e s s i v e .  T h e  S o l d o t n a  1 g a s  f i r e d  g e n e r a t o r  o n  t h e  K e n a i  

P e n i n s u l a  is a n  e x a m p l e  of w h a t  c a n  o c c u r  w i t h o u t  p r i o r  

construction oversight.

I h o p e  t h a t  thi s lette r c l ar if ie s t h e  r e l a t i o n s h i p  b e t w e e n  

A C A P  a n d  its p r o m o t i o n  of H R  2 3 8 / 9 .  P l e a s e  c o n t a c t  A C A P  if y o u  

h a v e  a n y  questions or com m e n t s .

A C A P  is s t r o n g l y  in f a v o r  of t h e  e n a c t m e n t  of this 

i m p o r t a n t  a n d  p r o g r e s s i v e  p i e c e  of e n e r g y  legislation. W e  u r g e  

t h e  p r o m p t  p a s s a g e  of this bill f r o m  t h e  R e s o u r c e s  C o m m i t t e e  a n d  

the House. All Alas k a n s  will benefit!

Sincerely,

J o h n  D. Hines 
Staff Economist

Alaska C o n s u m e r  A d v o c a c y  P r o g r a m
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S ' V - e c ' e v i  1

NEVADA REVISED  
STATUTES

C o n t a i n in g  A l l  S t a t u t e  L a w i  o f  N e v a d a  o f  a  

G e n e r a l ,  P u b l i c  a n d  P e r m a n e n t  N a t u r e ;  

C o n s i l l u l l o u f  a n d  R e la t e d  M a t t e r

VOLUME 2 9

C l a s s i f i e d ,  A r r a n g e d ,  In d e x e d  a n d  P u b l is h e d  

( P u r s u a n t  to  c h a p t e r  2 2 0  o f  N R S )

B V  T H E  

L E G I S L A T I V E  C O U N S E L  

S T A T E  O F  N E V A D A

L E G I S L A T I V E  C O U N S E L  B U R E A U  

C a r s o n  C i t y , N e v a d a

PUBLIC UTILITY REGULATION 704.751

7 0 4 .7 3 6  A p p l i c a b i l i t y  o f  N R S  7 0 4 .7 4 1 ,  ' ,0 4 .7 4 6  a n d  7 0 4 .7 5 1 .  T h o  

a p p l ic a t io n  o f  N R S  7 0 4 .7 4 1 ,  7 0 4 .7 4 6  a n d  7 0 4 .7 5 1  is  l im it e d  to  a n y  
p u b l ic  u t i l i t y  in  th e  b u s in e s s  o f  s u p p ly in g  e l e c t r i c i t y  w h ic h  h a s  a n  a n n u a l 

o p e r a t in g  r e v e n u e  In  t h is  s ta te  o f  $ 2 ,5 0 0 ,0 0 0  o r  m o r e .

(A d d e d  to  N R S  b y  1 9 8 3 , 8 8 6 )

7 0 4 .7 4 1  P l a n  to  I n c r e a s e  o u p p ly  o r  d e c r e a s e  d e m a n d s :  B i e n n i a l  
s u b m i s s io n  r e q u i r e d ;  c o n t e n t s  p r e s c r ib e d  b v  r e g u l s  ‘.o n ,

1 . A  u t i l i t y  w h ic h  s u p p lie s  e le c t r i c i t y  in  th is  s ta te  s h a l l ,  o n  o r  b e f o r e  

J u l y  I  o f  e v e r y  e v e n - n u m b e r e d  y e a r ,  s u b m it  a  p la n  to  in c r e a s e  it s  s u p p ly  

o f  e le c t r i c i t y  o r  d e c r e a s e  (h e  d e m a n d s  m a d e  o n  it s  s y s t e m  b y  it s  c u s t o m e r s  
to  th e  c o m m is s io n .

2 .  T h e  c o m m is s io n  s h a l l ,  b y  r e g u la t io n , p r e s c r ib e  th e  c o n te n ts  o f  s u c h  
a  p la n  i n c l u d in g ,  b u t n o t l im it e d  t o ,  th e  m e th o d s  o r  f o r m u la s  w h ic h  

a r e  u s e d  b y  th e  u t i l i t y  t o :
( a )  F o r e c a s t  (h e  fu t u r e  d e m a n d s ; a n d

( b )  D e t e r m in e  th e  b e s t  c o m b in a t io n  o f  s o u r c e s  o f  s u p p ly  to  m e e t  th e  

d e m a n d s  o r  th e  b e s t  m e th o d  to  r e d u c e  t h e m .

( A d d e d  to  N R S  b y  1 9 8 3 , 8 8 6 )

7 0 4 .7 4 6  P u b l i c  h e a r i n g  o n  a d e q u a c y  o f  p l a n ;  d e t e r m i n a t i o n  b y  

c o m m is s i o n .

1 . N o t  m o r e  th a n  6 0  d a y s  a f t e r  a  u t i l i t y  h a s  F ile d  it s  p la n ,  th e  c o m m is ­
s io n  s h a l l  c o n v e n e  a  p u b l ic  h e a r in g  o n  th e  a d e q u a c y  o f  th e  p la n .

2 .  A t  th e  h e a r in g  a n y  in te r e s te d  p e r s o n  m a y  m a k e  c o m m e n t s  to  th o  
c o m m is s io n  r e g a r d in g  th e  c o n te n ts  a n d  a d e q u a c y  o f  th e  p la n .

3 .  A f t e r  th e  h e a r in g  th e  c o m m is s io n  s h a l l  d c l e r m i r .  w h e t h e r :
( a )  T h e  u t i l i t y ’ s  f o r e c a s t  r e q u ir e m e n t s  A rc  b a s e d  o n  s u b s t a n t ia l ly  a c c u ­

r a t e  d a ta  a n d  a n  a d e q u a t e  m e th o d  o f  f o r e c a s t in g ;
( b )  T h e  p la n  id e n t if ie s  a n d  ta k e s  in to  a c c o u n t  a n y  p r e s e n t  a n d  p r o je c t e d  

r e d u c t io n s  In  th e  d e m a n d  f o r  e n e r g y  w h ic h  m a y  r e s u lt  f r o m  m e a s u r e *  
f o r  c o n s e r v a t io n  a n d  m a n a g e m e n t  o f  lo a d s  in  th e  i n d u s t r ia l ,  c o m m e r c ia l ,  

r e s id e n t ia l  a n d  e n e r g y  p r o d u c in g  s e c t o r s  o f  th e  a r e a  b e in g  s e r v e d ;  a n d
( c ) T h e  u t i l i t y ’ s  p la n  s h o w s  a n  a d e q u a te  c o n s id e r a t io n  o f  th e  f o l lo w in g  

p o s s ib le  m e a s u r e s  a n d  s o u r c e s  o f  s u p p ly :

( 1 )  C o n s e r v a t i o n ;
( 2 )  L o a d  m a n a g e m e n t ;

( 3 )  P o o l in g  o f  p o w e r ;
( 4 )  P u r c h a s e s  o f  p o w e r  f r o m  n e ig h b o r in g  s la t e s  o r  c o u n t r ie s ;

( 5 )  F a c i l i t i e s  w h ic h  o p e r a te  o n  s o la r  o r  g e o t h e r m a l e n e r g y  o r  w in d ;

a n d
( 6 )  F a c i l i t i e s  w h ic h  o p e r a te  o n  th e  p r in c ip l e  o f  c o g e n e r a t io n  w  

h y d r o g c n c r a t io n .

( A d d e d  to  N R S  b y  1 9 8 3 , 8 8 7 )

( o v t r )



704.751 Onfatr accepting plan or apeclfylng Inadequacies; recovery 
«t inti (tnw ctwltmtn.
1. Within 105 days aRer a utility has filed its plan, the commiuion 

shall issue an order accepting the plan as filed or specifying any portions 
of the plan which it deems to he inadequate.

2 .  A l l  p r u d e n t  a n d  r e a s o n a b le  e x p e n d it u r e s  m a d e  to  d e v e lo p  th e  u t i l i *  

r y ‘ t  p l a n ,  in c lu d in g  e n v i r o n m e n t a l ,  e n g in e e r in g  a n d  o t h e r  s t u d ie s ,  m u s t  
b e  r e c o v e r e d  f r o m  th e  ra te s  c h a r g e d  to  th e  u t i l i t y ' s  c u s t o m e r s .

( A d d e d  to  N R S  b y  1 9 8 3 . 8 8 7 )

794S90 Grant ar denial of application; required findings; service

cf copies of order.
1 .  T l> e  c o m m is s io n  s h a l l  r e n d e r  a d e c is io n  u p o n  t h e  r e c o r d  e i t h e r  

g r a n t in g  o r  d e n y in g  th e  a p p l ic a t io n  a s  f i l e d ,  o r  g r a n t in g  it  u p o n  s u c h  

t e r m s ,  c o n d it io n s  o r  m o d i f ic a t io n s  o f  th e  c o n s t r u c t io n ,  o p e r a t io n  o r  m a in ­

t e n a n c e  o f  th e  u t i l i t y  f a c i l i t y  a s  th e  c o m m is s io n  m a y  d e e m  a p p r o p r ia t e .  

T h e  c o m m i u i o n  m a y  n o t g r a n t  a p e r m it  f o r  th e  c o n s t r u c t io n ,  o p e r a t io n  

a n d  m a in t e n a n c e  o f  a u t i l i t y  f a c i l i t y ,  e i t h e r  a s  p r o p o s e d  o r  as m o d if ie d  

b y  th e  c o m m i u i o n ,  u n le s s  it  f in d s  a n d  d e t e r m in e s :
(a) T h e  b a s is  f o r  th e  n e e d  o f  th e  f a c i l i t y ;
( b ) T h e  n a t u r e  o f  th e  p r o b a b le  e n v ir o n m e n t a l  i m p a c t ;
( c )  T h a t  (h e  f a c i l i t y  r e p r e s e n t s  th e  m in im u m  a d v e r s e  e n v ir o n m e n t a l  

im p a c t ,  c o n s id e r in g  th e  s t a t e  o f  a v a i la b le  t e c h n o lo g y  a n d  t h e  n a t u r e  a n d  
e c o n o m ic s  o f  live  v a r io u s  a l t e r n a t iv e s ,  a n d  o t h e r  p e r t in e n t  c o n s id e r a t io n s ;

( d ) T h a i  th e  lo c a t io n  o f  t h e  f a c i l i t y  a s  p r o p o s e d  c o n f o r m s  to  a p p l ic a b le  

s t a le  a n d  lo c a l  l a w s  a n d  r e g u la t io n s  is s u e d  t h e r e u n d e r ;
( e )  T h a t  t h e  f a c i l i t y  w i l l  s e r v e  th e  p j b l i c  i n t e r e s t ;  a n d

( 0  T h a t  i f  th e  f a c i l i t y  o r  a p a r t  t h e r c o f | i s  in te n d e d  to  m e e t  th e  r c o u ir c -  
m c n t s  o f  c u s t o m e r s  in  t h is  s ta te  f o r  e l e c t r i c i t y ,  i t  i s  in c lu d e d  in  th e  u t i l i t y ' s  

;  p la n  to  in c r e a s e  i t s  s u p p ly  o f  e l e c t r i c i t y  o r  d e c r e a s e  t h e  d e m a n d s  m a d e  

o n  i t s  s y s t e m  b y  i t s  c u s t o m e r s .
2 .  I f  th e  c o m m iu i o n  d e t e r m in e s  th a t th e  lo c a t io n  o f  a l l  o r  a  p a r t  

o f  t h e  p r o p o s e d  f a c i l i t y  s h o u ld  b e  m o d i f ie d ,  it  m a y  c o n d it io n  it s  p e r m it  

u p o n  s u c h  a  m o d if ic a t io n .
3 .  A  c o p y  o f  th e  o r d e r  a n d  a n y  o p in io n  is s u e d  w it h  i t  m u s t  b e  s e r v e d

u p o n  e a c h  p a r t y .
( A d d e d  »o N R S  b y  1 9 7 1 .  5 5 7 ;  A  1 9 8 3 , 8 8 7 )

S e n a te  B i l l  N o . 4 5 6 - - C o m m it t e e  o n  C o m m e r c e  a n d  L a b o r  

C H A P T E R  4 2 0

AN  A C T  re lilin g  lo public utilities: requiring • public u lili rich supplies electricity to 
lubm il its pUn lo increase iu  supply of electricity v .educe demand every third 
year; and providing other matters properly re in ing thereto.

|Approved tune I I ,  I987(

T H E  P E O P L E  O F  T H E  S T A T E  O F  N E V A D A . R E P R E S E N T E D  IN  S E N A T E  
A N D  A S S E M B L Y . D O  E N A C T  A S F O L LO W S :

S e c t io n  1 . N R S  7 0 4 .7 4 1  is  h e r e b y  a m e n d e d  to  re a d  a s  f o l lo w s :

7 0 4 .7 4 1  I .  A  u t i l it y  w h ic h  s u p p lie s  e le c t r ic i t y  in  th is  s ta le  s h a l l ,  o n  o r  

b e fo re  J u ly  1 o f  e v e r y  (e v e n - n u m b e re d ]  th ird  y e a r ,  in the manner specified 
by the commission, s u b m it  a  p la n  to  in c r e a s e  its  s u p p ly  o f  e le c t r ic i t y  o r  

d e cre a se  th e  d e m a n d s  m a d e  o n  it s  s y s te m  b y  its  c u s to m e rs  to  th e  
c o m m is s io n .

2 .  T h e  c o m m is s io n  s h a l l ,  b y  r e g u la t io n , p r e s c r ib e  the c o n te n ts  o f  s u c h  a  

p la n  in c lu d in g , b u t not l im ite d  t o , th e  m e th o d s  o r  fo r m u la s  w h ic h  a r e  u se d  
b y  the u t i l it y  to :

(a )  F o r e c a s t  th e  fu tu re  d e m a n d s ; a n d

(b )  D e t e rm in e  th e  b e st c o m b in a t io n  o f  s o u r c e s  o f  s u p p ly  to  m e e t the 
d e m a n d s o r  th e  b est m e th o d  to  re d u c e  th e m .
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A  S t r a t e g y  f o r  E n s u r i n g  U t i l i t y  I n v e s t m e n t s  

i n  C o n s e r v a t i o n  a n d  R e n e w a b l e  E n e r g y  R e s o u r c e s

B Y  P A U L  M A R K O W I T Z

AN INTRODUCTION
I n the p a s t  d e ca d e , e n e rg y  p r ic e  s h o c k s , s u p p ly  d is r u p t io n s , 

a n d  a  m a jo r  n u c le a r  a c c id e n t  h a v e  m a d e  it  in c r e a s in g ly  c le a r  

th a t A m e r ic a  d e p e n d s  u p o n  a n  u n n e c e s s a r ily  h ig h - c o s t a n d  

h ig h - r is k  e n e rg y  s y s te m . T h e  s w e e p in g  c h a n g e s  a ffe c tin g  th e  

e n e rg y  fie ld  o v e r  th e  p a s t  ten  y e a r s  h a v e  p e r h a p s  b e e n  m o s t 

p ro fo u n d  in  th e  e le c t r ic a l  u t i l it y  in d u s t r y . S in c e  1 9 7 3 . e le c ­

tr ic a l d e m a n d  h a s  d e c lin e d  d r a s t ic a l ly .  K ie l p r ic e s  h a v e  

e s c a la te d , a n d  p o w e r  p la n t  c o n s tr u c t io n  c o s t s  h a v e  in c re a s e d  

e x p o n e n t ia lly . R a te  in c r e a s e s  c a u s e d  b y  p o w e r  p la n t  c o s t  

o v e rr u n s  h a v e  s ig n if ic a n t ly  ra is e d  e le c tr ic  ra te s  a n d  th re a te n  

to a d d  th o u s a n d s  o f  p e o p le  to  th e  r a n k s  o f  th e  p o o r  a n d  

u n e m p lo y e d .

T h e  c o n c e p t o f  a  “le a s t- c o s t  e n e rg y  s tra te g y "  is  e m e rg in g  

a m o n g  c o n s u m e r  a d v o c a te s , re g u la to ry  c o m m is s io n s , a n d  

u t i l it ie s  in  re s p o n s e  to  th e  r a d ic a l  c h a n g e s  a ffe c tin g  th e  

e c o n o m ic s  o f  e le c t r ic ity  p ro d u c t io n . T h e  f i r s t  s te p  t o w a r d s  i m ­

p le m e n tin g  s u c h  a  s t r a te g y  r e q u ire s  th a t  u t i l it ie s  s h i f t  t h e ir  

fo c u s  fro m  s e ll in g  e le c t r ic it y  to  p r o v id in g  e le c t r ic a l s e r v ic e *  ; 

th e  h e a t  l ig h t  a n d  p o w e r  n e e d e d  to  o p e ra te  th e  b u i ld in g s  a n d  - 

in d u s t r ie s  in  t h e ir  s e r v ic e  a r e a .1 T h i s  s tra te g y  e n a b le s  u t i l it ie s  

to c o n s id e r  p r o g r a m s  w h ic h  p ro m o te  e le c tr ic a l e f f ic ie n c y  o n  

a n  e q u a l b a s is  w it h  th e  c o n s t r u c t io n  o f  n e w  e le c tr ic a l 

g e n e ra tin g  fa c i l it ie s . T h u s ,  u t i l it y  c o n s e r v a t io n  p r o g ra m s  ( s u c h  

a s  p r o v id in g  lo w - in t e re s t  lo a n s  fo r  h o m e  w e a th e r iz a t io n  o r  

c a s h  re b a te s  f o r  th e  p u r c h a s e  o f  e n e rg y -e ff ic ie n t a p p lia n c e s )

Since 1973, electricity prices have tripled and 
utilities have cancelled 180 proposed or par­

tially constructed power plants that have cost 
consumers over $16 billion dollars to date.

c a n  b e v ie w e d  a s  n e w  e! m etrical s o u r c e s  j u s t  a s  a s s u r e d ly  a s  a  

n e w  n u c le a r  o r  c o a l- f ire d  p o w e r  p la n t  

W h ile  e n e rg y  e f f ic ie n c y  ( o r  c o n s e r v a t io n )  m e a s u re s  a re  th e  

m o s t c o s t-e ffe c t iv e  o f  a l l  re s o u rc e  o p t io n s , a n d  th e re fo re  th e  

c o rn e rs to n e  o f  a  le a st-c o s t in v e s tm e n t s tra te g y , the c o n c e p t 

re a lly  in v o lv e s  u t i l iz in g  a ll  re s o u rc e s  w h ic h  p r o v id e  th e  least- 

c o s t  m e a n s  o f  m e e tin g  fu t u re  e le c tr ic a l d e m a n d . T h u s ,  lead 
management, th e  s h if t in g  o f  e n e rg y  c o n s u m p tio n  fro m  p e a k  

p e r io d s  o f th e  d a y  in to  s la c k  d e m a n d  p e r io d s ; cogeneration, 
th e  s im u lta n e o u s  p ro d u c t io n  o f  e le c tr ic ity  fro m  in d u s t r ia l  h ea t 

p ro c e s s e s ; a n d  renewable energy resources s u c h  a s  s o la r , 

w in d , b io m a s s , a n d  w a t e r  b e c o m e  in te g ra l c o m p o n e n ts  o f

u t i l it ie s ’ le a s t-c o s t e n e rg y  in v e s tm e n t  s tra te g ie s .

F o r  v a r y in g  re a s o n s , m a n y  e le c t r ic  u t i l it ie s  a re  re lu c ta n t  to 

c o n s id e r  m a n y  o f  th e  in v e s tm e n ts  w h ic h  a re  p a r t  o f  a  le a st-  

c o s t  in v e s tm e n t  s t ra te g y , p a r t ic u la r ly  c o n s e r v a t io n , a n d  i t  is  

le ft  to  le g is la tu r e s  a n d  re g u la to r y  c o m m is s io n s  to  e n a c t  le a s t-  

c o s t  e n e rg y  p la n n in g  la w s  a n d  re g u la t io n s . T h e s e  re q u ire  

u t i l it ie s  to  c o m p r e h e n s iv e ly  a s s e s s  th e  p o te n tia l o f  ull 
resources options a v a i la b le  fo r  m e e tin g  n e w  e le c tr ic a l d e m a n d , 

a n d  to in v e s t  in  th e s e  o p t io n s  b a s e d  u p o n  th e ir  co st-  

e f fe c t iv e n e s s .

ELECTRICAL UTILITIES:
AN INDUSTRY IN TRANSITION

T h e  c h a n g e s  a ffe c t in g  e le c t r ic  u t i l it ie s  h a v e  b ee n  d r a m a t ic  a n d  

s w if t .  F r o m  1 9 4 5  to 1 9 7 0 , th e  d e m a n d  fo r  e le c t r ic ity  g r e w  

a t  a , i  a v e ra g e  a n n u a l ra te  o f  8  p e rc e n t , a n d  u t i l it ie s  m e t n e w  

d e m a n d  b y  c o n s t r u c t in g  n e w  fo s s i l  a n d  n u c le a r- fu e le d  p o w e r  

p la n t s . E c o n o m ie s  o f  s c a le  a c h ie v e d  in  p o w e r  p la n t  s iz e , im ­

p r o v e m e n ts  in  p o w e r  p la n t  p r o d u c t iv it y , a n d  d e c re a s in g  fu e l 

c o s t s  re s u lte d  in  d e c lin in g  e le c t r ic a l ra te s  a n d  c o n tr ib u te d  to 

e le c t r ic  u t i l it ie s  b e c o m in g  o n e  o f  th e  m o s t  s o u n d  f in a n c ia l in ­

v e s tm e n ts  in  th e  m a rk e t p la c e .

T h e n  th e  1 9 7 3  o il  e m b a rg o  s t r u c k , a n d  th e  w o r ld  o f  th e  

e le c t r ic  u t i l it y  p la n n e r  tu r n e d  u p s id e  d o w n . W it h  th e  

a s t r o n o m ic a l in c r e a s e s  in  o il  p r ic e s  (a n d  t h e ir  c o n s e q u e n t 

p r ic e  e ffe c t o n  o il- f ire d  e le c t r ic a l  g e n e ra t io n ) , d e m a n d  g r o w t h  

fo r  e le c t r ic ity  s lu m p e d  to  n e a r  z e ro  a n d  c o n tin u e d  to  g r o w  o n ­

ly  a  m o d e s t  t w o  p e rc e n t  a n n u a lly  fo r  th e  n e x t  te n  y e a r s . A t  

th e  xam e t im e , th e  lo n g  te r m  tre n d  o f  d e c lin in g  m a rg in a l c o s t s  

a s s o c ia te d  w it h  la rg e r  p o w e r  p la n t s  c a m e  to a n  a b r u p t  h a l t  

F r o m  1 9 7 1 - 1 9 8 1 , th e  re a l c o s t s  (a b o v e  in f la t io n )  fo r c ^ n -  

s t r u c t in g  n u c le a r  a n d  c o a l p o w e r  p la n ts  in c re a s e d  each year 
b y  1 4  p e rc e n t a n d  8  p e rc e n t , re s p e c t iv e ly .2

A  m y r ia d  o f  fa c to r s  c o n tr ib u te d  to th e  e s c a la t io n  o f  p o w e r  

p la n t  c o n s t r u c t io n  c o s t s , in c lu d in g : h ig h e r  in te r e s t  r a te s , n e w  

s a fe ty  a n d  e n v iro n m e n ta l r e g u la t io n s , m is m a n a g e m e n t, a n d  

te c h n o lo g ic a l d if f ic u lt ie s  re s u lt in g  fro m  th e  r a p id  e s c a la t io n  in  

p o w e r  p la n t  s iz e . A s  a  r e s u lt ,  s in c e  1 9 7 3 . e le c t r ic ity  p r ic e s  

h a v e  t r ip le d  a n d  u t i l it ie s  h a v e  c a n c e lle d  1 8 0  p ro p o s e d  o r  p a r ­

t ia l ly  c o n s tr u c t e d  p o w e r  p la n t s  th a t  h a v e  c o s t  c o n s u m e rs  o v e r  

5 1 6  b i l l io n  d o l la r s  to d a te .3 U t i l it ie s  a c r o s s  th e  c o u n try  a re  

s n u g g lin g  to  p a y  fo r  p o w e r  p la n t s  w h o s e  e le c t r ic ity  is  n e ith e r  

n e e d e d  n o r  a f fo rd a b le .

T h e  im p a c t  o n  u t i l it y  r a t e p a y e r s  fro m  th e s e  p o w e r  p la n t  

c o s t  e s c a la t io n s  i s  d e v a s u n g . M a n y  o f  th e  p o w e r  p la n ts  

o rd e re d  in  th e  e a r ly  1 9 7 0 ’s  h a v e  re c e n t ly  s ta r te d  (o r  s o o n  w i l l

Public C iize n  is a member organization o f the Energy Conservation Coalition



b e f  p r o d u c in g  p o w e r . T h e  ra te  s h o c k  re s u lt in g  fr o m  th e  in c lu ­

s io n  o f  th e s e  p o w e r  p la n t  c o n s t r u c t io n  c o s t s  in  e le c tr ic a l ra te s  

( c o n s t r u c t io n  c o s t s  a r e  g e n e ra lly  n o t p a s s e d  o n  to ra te p a y e rs  

u n t i l  p la n t s  a r c  c o m p le te d  o r  o f f ic ia l ly  c a n c e lle d ) i s  e x p e c te d  

to  in c r e a s e  c o n s u m e r s ’ ra te s  5 0 — 1 8 0  p e rc e n t in  m a n y  u t i l it y  

s e r v ic e  a r e a s ,  a n d  im p a c t  3 5  m il l io n  fa m ilie s  in  2 5  s ta te s .4 

T h e  e m p lo y m e n t  a n d  e c o n o m ic  re p e r c u s s io n s  re s u lt in g  fro m  

th e s e  ra te  s h o c k s  th re a te n  to b e e q u a lly  d is a s t r o u s . In  a  

r e p o r t  c o m m is s io n e d  b y  S u f f o lk  C o u n t y  in  L o n g  Is la n d , N e w  

Y o r k ,  ra te  in c r e a s e s  n e c e s s a ry  to  p a y  fo r  th e  S h o r e h a m  

N u c le a r  P o w e r  P la n t  a re  e x p e c te d  to e lim in a te  3 5 .0 0 0  jo b s , 

d is q u a l i f y  3 7 .0 0 0  fa m ilie s  fro m  th e  m o rtg a g e  m a rk e t , in c re a s e  

f o r e c lo s u r e s  a n d  h o m e  a b a n d o n m e n t b y  u p  to 2 0 0 0  p e r y e a r , 

a n d  p u s h  1 1 ,0 0 0  h o u s e h o ld s  b e lo w  th e  p o v e rty  l in e .3

LEAST-COST ENERGY OPTIONS
A  q u ie t  r e v o lu t io n  in  th e  e n e rg y  f ie ld  h a s  been m a n ife s te d  in  

th e  r a p id  m o v e m e n t t o w a r d  le a st-c o s t e n e rg y  e f f ic ie n c y  a n d  

r e n e w a b le  e n e rg y  in v e s tm e n ts . A c c o r d in g  to  e n e rg y  c o n s e r v a ­

t io n  a d v o c a te  A m o r y  L o v in s ,  s in c e  1 9 7 9 , th e  U n ite d  S ta te *  

h a s  o b ta in e d  m o r e  th a n  o n e  h u n d re d  t im e s  a s  m u c h  n e w  

e n e r g y  f r o m  e f f ic ie n c y  im p r o v e m e n t s  a s  fr o m  a ll  n e t e x p a n *  > 

s io n s  o f  e n e rg y  s u p p ly .  T e c h n o lo g ic a l  d e v e lo p m e n ts  h a v e  

s p u r r e d  e x t e n s iv e  d e s ig n  im p r o v e m e n t s  in  A m e r ic a ’s  e le c t r ic i­

ty  c o n s u m in g  b u ild in g s  a n d  d e v ic e s . A s  a  re s u lt , th e  e f f ic ie n c y ' ’' 

o f  t h e  b e s t  a v a i la b le  c o m m e r r ia i ly - a v a i la b le  m o t o rs  h a s  

d o u b le d , l ig h t in g  s y s t e m s  t r ip le d , m a jo r  a p p lia n c e s  q u a d *  

r u p le d , a n d  th e  e f f ic ie n c y  o f  b u i ld in g  s p a c e  c o n d it io , rin g  j  
(h e a t in g  a n d  c o o lin g )  h a *  im p r o v e d  b y  a  fa c to r  o f  t e a *

F o r  e x a m p le , N o re lc o  h a s  d e v e lo p e d  it s  S L - 1 8  lig h t  b u lb  

w h i c h  u s e s  o n ly  1 8  w a t t s  o f  e le c t r ic it y , y e t  p ro d u c e s  th e  

s a m e  a m o u n t  o f  l ig h t  a s  a  7 5 - w a t t  in c a n d e s c e n t b u lb . T h e  

b u lb  la s t s  m o r e  th a n  13  t im e s  lo n g e r, p r o v id e s  l ig h t  o f b e tte r 

q u a l i t y ,  a n d  u s e s  a  h ig h - fre q u e n c y  s o lid - s ta te  b a ila s t  w h ic h  

e l im in a t e s  f l i c k e r  a n d  h u m . B y  re p la c in g  7 5  w a tts  w it h  18  

w a t t s ,  a n  in d iv id u a l  i s  e s s e n t ia l ly  in s t a l l in g  a  5 7 - w a tt  p o w e r  

p la n t  in  t h e ir  h o m e . T h e  S L - 1 8  r e p a y s  i t s  h ig h  re ta il  c o s t  

( $ 1 5 - 5 2 0 )  tw o - th r e e  t im e s  o v e r  b y  s a v in g  S 4 0  w o r t h  o f  e le c ­

t r ic i t y  p lu s  $ 1 0  fo r  a  d o z e n  re p la c e m e n t b u lb s . W h e n  u n iv e r ­

s a l l y  u s e d , S L  l ig h t  b u lb s  a n d  o t h e r  e q u a lly  e ff ic ie n t  b u lb s , 

w i l l  d is p la c e  (a t  o n e -to -tw o  c e n t s / k i lo - w a t t  h o u r  ( K W - h ) )  th e  

n e e d  fo r  t h ir t y  1 0 0 0  m e g a - w a tt  p o w e r  p la n t s  (a t  s e v e n

In an era of uncertain demand, utilities find 
that conservation and load management in­
vestments offer a unique opportunity to re­

duce high capital costs and the financial risks 
associated with excess generating capacity.

c e n t s / K W - h .) .  S a v in g s  o f  s im i la r  m a g n itu d e  e x is t  f o r  a p p li­

a n c e s , in d u s t r ia l  p r o c e s s e s , a n d  o t h e r  e le c tr ic a l e n d -u s e s , a s  

w e iL 7
R e n e w a b le  e n e rg y  te c h n o lo g ie s  s u c h  a s  p h o t o v o lta ic s  (s o la r  

e le c t r ic  c e l ls ) ,  w in d  e n e rg y  s y s t e m s , p a s s iv e  s o la r  a p p lic a t io n s , 

s o la r  f la t  p la te  c o lle c to r s  ( f o r  h o t w a t e r  a n d  s p a c e  h e a tin g ), 

a n d  b io m a s s  c o n v e r s io n  (w o o d , a lc o h o l fu e ls , e t c )  h a v e  a is o  

b e c o m e  in c r e a s in g ly  c o s t- c o m p e t it iv e . T h e  P u b lic  U t i l it ie s  

R e g u la t o r y  P o l ic y  A c t  ( P U R P A )  h a s  p la y e d  a  s ig n if ic a n t  ro le  

in  t h is  re c e n t t r a n s it io n  t o w a r d s  r e n e w a b le  e n e rg y  re s o u rc e s . 

P U R P A  r e q u ire s  e le c t r ic  u t i l it ie s  to  p u r c h a s e  e le c t r ic ity  fro m  

s m a l l- p o w e r  ( r e n e w a b le s  a n d  c o g e n e ra t io n ) p r o d u c e r s  u p  to 

th e  u t i l i t y ’s  c o s t  o f  p r o d u c in g  e le c t r ic ity  fr o m  c o n v e n tio n a l

• » u

m o s t  d r a m a t ic  e x a m p le  o f  t h is  s h if t  to w a rd  r e n e w a b le s  ia 

fo u n d  in  C a l i f o r n ia ,  w h e r e  b y  m id - 1 9 8 4  o v e r  1 0 ,0 0 0  m e g a ­

w a t t s  o f  s m a ll ,  in d e p e n d e n t s o u r c e s  w e re  p la n n e d  o r  u n d e r  

c o n s t r u c t io n , e n o u g h  to s u p p ly  o v e r  2 0  p e rc e n t o f  th e  s ta te 's  

p o w e r  b y  1990.®

In addition to their cost-effectiveness, energy efficient and 
renewable energy technologies create several times as many 
jobs per dollar as their conventional counterparts. They also 
represent the best energy supplies for abating the long-term 
Droblems of acid rain, carbon-dioxide build-up. and the pro- 
luoiaaon of fissionable materials that are posed by continued 
dependence on conventional energy sources.

UTILITY SUPPORT FOR LEAST-COST OPTIONS
A  fe w  u t i l it ie s  h a v e  h e e d e d  th e  c h a n g in g  e c o n o m ic s  o f  e le c ­

t r ic a l  g e n e ra t io n , a n d  b e g u n  d e v e lo p in g  p r o g ra m s  w h ic h  

p ro m o te  le a s t- c o s t  e le c t r ic a l in v e s tm e n ts . U t i l it ie s , s u c h  a s  

P a c if ic  P o w e r  a n d  L ig h t ,  N o rth e rn  S ta te s  P o w e r  C o ,  a n d  

N e w  E n g la n d  E le c t r ic  S y s t e m s  a re  f in d in g  th a t  le a s t-c o s t in ­

v e s tm e n t o p t io n s  a re  n o t o n ly  m u c h  c h e a p e r  th a n  c o n v e n ­

t io n a l g e n e ra t in g  s o u r c e s , b u t  a ls o  im p r o v e  t h e ir  o w n  f in a n c ia l 

w e ll- b e in g . S o u t h  C a l i f o r n ia  E d is o n , o n e  o f th e  n a t io n ’s  la rg e s t  

u t i l it ie s , a n n o u n c e d  a  c h a n g e  in  its  1 9 8 1  c o rp o ra te  p o lic y  

w h ic h  in v o lv e d  “d e v o tin g  c o rp o r a te  re s o u rc e s  to th e  a c ­

c e le ra te d  d e v e lo p m e n t  o f  a  w id e  v a r ie t y  o f  re n e w a b le  

re s o u rc e s , c o g e n e ra t io n , c o n s e r v a t io n , a n d  lo a d  m a n a g e m e n t,^  

Demand-side options (efficiency and load management), . —' 
'cogeneration, and4renewable energy resource* reduce utility 
planning uncertainty and risk. These investment options are- i  

s m a ll ,  modular, and incremental in nature. Compared to con­
ventional coal and nuclesr-fired power plants, they have 
shorter production lead tiroeŝJow capital requirements, a n d  . ;

M O D E L  C O N S E R V A T I O N  P R O G R A M S

P a c if ic  G a s  a n d  E le c t r ic  C o m p a n y  ( C a l i f o r n ia ) ,  th e  n a ­

t io n 's  la rg e s t  p r iv a t e  u t i l it y ,  re c e n t ly  e m b a rk e d  o n  it s  

G r e d t  E n e r g y  R e b a te  P r o g ra m . A s  p a r t  o f  th is  p r o g ra m , 

c o m m e r c ia l,  in d u s t r ia l  a n d  a g r ic u lt u r a l  e le c t r ic  c u s to m e r s  

a r e  p a id  u p  to 5 1 5 0 ,0 0 0  p e r  c u s to m e r a c c o u n t to c o n v e rt  

to e n e rg y -s a v in g  e q u ip m e n t a n d  p r o d u c ts . R e b a te s  a re  o f­

fe re d  fo r  s u c h  e q u ip m e n t a s  lig h t in g  c o n v e r s io n s , a i r  c o n ­
d it io n e r s , in d u s t r ia l  m o t o rs , re fr ig e ra to r s  a n d  fre e z e rs , 

h e a t in g  s y s t e m  c o n v e r s io n s  a n d  m o d if ic a t io n s , a n d  lo a d  

m a n a g e m e n t c o n t r o ls . C u s t o m e r s  c a n  o b ta in  re b a te s  

w h ic h  d e fr a y  2 5 %  to 4 0 %  o f  th e  p u r c h a s e  a n d  c o n v e rs io n  

c o s t s  fo r  e f f ic ie n t  p r o d u c t s , a n d  re b a te s  a r e  p a id  o n  th e  

b a s is  o f  u p  to  S 2 5 0 / K W  f o r  s a v e d  e le c t r ic a l  c a p a c ity  a n d  

$ .0 6 / K W - h  fo r  s a v e d  e n e rg y . S im i l a r  re b a te s  a r e  a ls o  

a v a i la b le  fo r  r e s id e n t ia l c u s t o m e r s .10

G e n e r a l P u b l ic  U t i l it ie s  (o f  P e n n s y lv a n ia  a n d  N e w  

J e r s e y )  h a s  d e v e lo p e d  a n  a lte r n a t iv e  f in a n c in g  p r o g ra m  fo r  

h o m e  w e a th e r iz a t io n  th r o u g h  its  R e s id e n t ia l  E n e r g y  C o n ­

s e rv a t io n  A c t io n  P ro g ra m  ( R E C A P ) .  U n d e r  R E C A P ,  c o n ­

tr a c t o r s  in s t a l l  c o s t-e ffe c t iv e  c o n s e r v a t io n  m e a s u r e s  fre e  o f  

c h a rg e  to in d iv id u a l  re s id e n c e s . T h e  u t i l it y  p a y s  th e  c o n ­

t r a c t o r  fo r  th e  a c t u a l ,  m e a s u re d  lo n g -te rm  re d u c t io n s  in  

e n e rg y  c o n s u m p t io n  o v e r  a  p e r io d  o f  y e a r s  a t a n  a g re e d  

u p o n  ra te . E n e r g y  s a v in g s  fro m  th e  p r o g ra m  a re  e x p e c te d  

to e x c e e d  c o s t s  b y  a  ra t io  o f  f iv e  to  o n e  o v e r  a  1 0  y e a r  

p e r io d , a n d  G e n e r a l  P u b l ic  U t i l it ie s  h a s  a lr e a d y  c o m p le te d  

w e a th e r iz a t io n  fo r  o v e r  5 .0 0 0  h o m e s ."


