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*riE EAGLE RIVER GREENBELT LAND EXCHANGE (ADL 223175)

..ary Exchange Agreement
~.ted by Eklutna, 1Inc and the State on 8/13/85

proposed exchange of all or part of Block 112a for an ERGB and T-hird
Falls parking lot

Appraisal
-approved on 1/16/87
-performed by Black-Smith and Richards, Inc.
-Values:
-Block 112a: $8,600,000
-ERGB: $9,103,300 Total
-T-bird falls parking lot: $31,300
-#1. Roop Road: $73,000
-#2. South Fork greenbelt: $72, 000
-#~. Viewshed: $220,000
-tM. Viewshed: $110,000

Preliminary agreement
-State will acquire ERGB, including Parcels #1 and 2, and T-bird
Falls; and 1 year option on #3 & 4.
-Eklutna will acquire Block 112a, and $173,300 1in cash.

Status of $1,000,000 appropriation
-$1,000,000 appropriated for acquisition of ERGB

650.000 restricted by Gov Sheffield

350.000 remainder

23.000 appraisal for ERGB

10.000 appraisal for Gross waterfalls

173,300 cash needed to purchase T-birde Falls, and #1 and 2

143,700 needed for survey of ERGB for conveyance-----———-———-—
-Release of the $650,000 would allow purchase of viewsheds #3 and 4,
survey of same, and negotiations to proceed on waterfall properties
-Must realize that revenue projections are gloomy and the release of this
money might not rank high against other priorities.

Schedule

-Public hearings 2/18 7:00 at Eagle River Library, Chugiak CCS Building,
and Loussac Library

-Record remains open until 3/4

-1f final negotiations are successful, binding agreement will be signed
on 3/13.

-Legislature must affirmatively approve the exchange because state"s assets
are more than $5,000,000.



From: NRSCSCP - JDCVMI Date and time 04/03/87 13:15:32
To: NALCMBI - JDCVMI

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF LAND & WATER MANAGEMENT
SCR PLANNING
SUBJECT: Tom Hawkins
Upon review of HB231 and SB221, proposed legislation relating to the Eagle
River Greenbelt, Arlan has discovered an error 1in the aliquot part
descriptions: Sec. 3 in both bills should read: AS 41.21.121 (12) 1is amended
to read:
(12) Township 16 North, Range 1 Most, Seward Meridian
Section 25: NE1/4SE1/4SE1/4, M/2SE1/4SE1/4SE1/4, and
Tract B, Thunderbird Heights Subdivision, as shown on Plat 77-226,
Anchorage Recording District, October 10, 1977.
(the 2nd aliquot part description failed to list another SE1/4)
762-2252



KB 231

THIS BILL wWOULD APPROVE THE LAND FOR EQUAL VALUE EXCHANGE
BETWEEN THE STATE AND EKLUTNA, INC. FOR LAND ALONG EAGLE

ilVER. THIS LAND WILL CONTINUE TO BE USED FOR RECREATIONAL
USES. IN RETURN, EKLUTNA WILL GET A BLOCK OF LAND IN DOWNTOWN
ANCHORAGE AND $173,300. THE MONEY 1S TO EQUALIZE THE VALUE OF
THE EXCHANGE SINCE THE EAGLE RIVER GREENBELT WAS APPRAISED

$173,300 HIGHER THAN THE DOWNTOWN ANCHORAGE BLOCK.

NO FUNDS ARE REQUESTED TO IMPLEMENT THE EXCHANGE. LAST YEAR,
THE LEGISLATURE APPROPRIATED $1 MILLION FOR THIS PURPOSE.
APPROXIMATELY $650,000 OF THAT APPROPRIATION IS CUP.REN*

RESTRICTED BUT THAT STILL LEAV: j ENOUGH TO COVER THE $173,300.



No. 1

STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: HB 231
REQUEST: Publish Date : HOUSE 3/30/87
Revision Dale; M- 77, 1qR7 Agency Affected:N atural Resources
Tide: Kacilg River Greenbelt Tand bru:Land and WaterManagement
exchange

Sponsor ; .ftul&sl.Goy-SCH2EI Components
Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FYOt FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND <cSTRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING -0- -0- -0- -o0- -0- -0-
CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

CENERALFUND
FEDERAL FUNDS

OTHER

TOTAL 0- 0- 0- (- 0- 0-

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Prepared by: ~ Tom Hauki ns Phone: 465-2400__
Date: 3/27/87

Division : T.anrl s W ater Mari®.aernenL.

Approved by Commissioner: Ju Date:
Agency: wAnral RAnnriis.-i

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Ofcs of Varegeentaid B dget

Ice of Management arid Bi.dge
Impacted Agen%y(ies) ! pgp—L. of —L
Senate Secretary



By i ~T~ Xm; i >«



HOUSE COMMITTEE REPORT

(9)

Date referred: 7/2/87 FURTHER REFERRALS: Finance
DATE:

The Resources Committee has considered HB 238

"An Act requiring certain electric public utilities to prepare certain report
and relating to costs in proceedings before the Alaska Public Utility
Commission."

RECOMMENDS:
D<] replace with [ 1 the same title
[ ] attached amendment(s) (Xj a new title
do pass
do not pass
no recommendation
individual recommendations
additional referral to the Committee
ADOPTS: [ 1] letter of intent

ATTACHES NEW FISCAL NOTE(s):

tX] fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published
zero with analysis [ ] same as previous zero fiscal

note published

SIGNING DO PASS: SIGNING OTHER RECOMMENDATIONS:
« ~ 4+ SJbd [/ y oy
V
M
C M=

Chairman®s signature



r/in?

5-0638X
Original sponsors: Brown, Ellis,
Davis, et al.
1| IN THE HOUSE BY THE RESOURCES COMMITTEE i
2, CS FOR HOUSE BILL NO. 238 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring certain electric public utilities
to prepare certain plans.”

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 42.05 1is amended by adding new sections to read:
10 |, Sec. 42.05.294. INTEGRATED RESOURCE PLANS. (a) An electric
11 utility with annual sales that exceed 300,000,000 kilowatt hours shall
12 file an integrated resource plan with the commission on or before
13 January 15 every three years. The plan must show how the utility will
14 meet forecasted power requirements. Unless a different time 1is speci—
15 fied, a forecast required by this subsection must be for the next 20
161 years. In the plan, the utility shall
17 (1) list and describe current facilities and energy supply
13 resources of the utility;
19 (2) include a forecasted retirement schedule that lists the
70 facilities that the utility expects to remove from service, discusses

i the assumptions used to develop the retirement schedule, and includes
the forecasted use of specific facilities, the remaining useful life
of the facilities, and forecasted maintenance work;

3) describe the wutility"s interconnection relationships
with other utilities and small power producers, and the wutility"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

-1- C5KB 238(Res)



identify with reasonable accuracy the final physical use of electrici—
ty in the residential, commercial, and industrial sectors, 1including
use within each sector for space heating and cooling, lighting, water
heating, refrigeration, and appliances;

(5) forecast system power demand including annual, season—
al, and peak day 1load hourly duration curves and best estimates of
anticipated peak demand of the major user classifications including
residential, commercial, and industrial sectors;

(6) analyze the utility"s existing ability to meet increas—
ed system requirements, including

(A) opportunities for generation, transmission, or
other system efficiency improvements;

(B) potential electric power pooling;

(C) possible interconnection with qualifying cogenera—
tors or small power producers;

(D) anticipated demand reductions 1in power require—
ments as a result of market-induced or programmatic conservation
efforts; and

(E) current utility load management efforts;

(7) summarize the utility"s load research programs, end-use
analysis, and load management investigations, including

(A) the status of current and anticipated load re—
search, data collection, and analysis;

(B) the status of current and anticipated end-use
research, data collection, and analysis;

© an assessment of changes anticipated 1in end-use
requirements from appliance and mechanical system efficiency
improvements ror each consumer sector;

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

CSHB 233 (Res) -2-



end-use efficiency changes b

(E) a description of methods including innovative rate
designs available to modify, coordinate, or control end-uses to
manage system loads; and

(F) cost estimates for implementation of load manage —
ment programs;

(8) provide long-term forecasts, Dbased on end-use and
econometric methodologies as appropriate, including

A base, low, and high forecasts of the power re—
guirements for the utility service area;

(B) a discussion of the assumptions used in developing
the forecasts 1including reserve margin requirements, population
growth or decline, employment growth or decline, economic de—
velopment, service area expansion, and other factors that influ—
ence the demand for electrical energy; and

© a sensitivity analysis that tests che importance
of specific assumptions;

©)) identify and evaluate alternative development options
to meet forecasted power requirements; the options must address
availability, reliability, flexibility, and cost-effectiveness;

(10) identify the development option with the lowest present
value cf revenue requirements over the forecast period;

(11) recommend a specific development option and an imple—
mentation plan for the option; the option must 1identify projected
facility retirement, development of additional generating and trans—
mission systems, load management extorts, conservation, and energv
end-use efficiency improvements; and

vl2) include other iniormation considered necessary bv the
commission to ensure adequate evaluation of all supply-side and

CSHB 238 (Res)



demand-side alternatives; the commission may not require the utilities
to provide information unless the type of information requested is
consistent with the type of information required by electric utility
regulatory agencies 1in other states.

(b) The commission shall establish by regulation a consistent
plan developuent and reporting methodology for the integrated resource
plans required under (a) of this section 1including the coordinated
preparation and filing of individual plans by closely integrated
utilities served by common facili®ies.

(c) The commission shall assist utilities 1in the development of
the integrated resource plan to minimize regulatory b- dens and cost.

Sec. 42 .05.296. REVIEW AMD APPROVAL OF INTEGRATED RESOURCE
PLANS. (a) The commission shall establish by regulation a procedure
for the review and approval of a plan submitted under AS 42.05.294
that 1includes provision for public hearings before the commission in
the principal localities served by the utility submitting the plan.

(b) The commission snail approve a utility®s integrated resour
plan 1including the recommended development option if the commission
finds that the plan

(1) ensures system reliability;

(2) would provide consumers with the lowest reasonable cost
of power over the forecast period; cost savings 1identified through
life-cycle cost analysis may be considered even though the cost
savings will be realized after the forecasc period;

3) adequately addresses conserving electrical energy
through cost-effective, end-use efficiency improvements using readilv
available or reliably anticipated methods or technology;

4) documents a reasonable expectation of future lead and

resource requirements;



(5) uses, as appropriate, life-cycle <costing and cost-
effectiveness analysis and explains the criteria and assumptions on
which the analysis is based;

(6) evaluate resource alternatives that would be appropri—
ate for the service area .a light of technology currently available
and reliably anticipated to exist during the forecast period; and

@) describes the utility"s data collection activities,
additi*nal data requirements, and efforts to develop that additional
data.

(¢) Notwithstanding AS 42.05.294 and this section, a utility
may, without commission approval, maintain, vrepair, upgrade, or re—
build existing Tfacilities to maintain reliable service and may pursue
action to alleviate an emergency situation in which service would be
lost.

(d On the anniversary of the plan®s approval date, the utility
shall submit annual reports on the implementation of the resource plan
and the approved development option, including (l) departures neces—
sitated by emergency service, maintenance, or repair, and (2) signifi—
cant changes 1in the underlying assumptions of the resource plan. The
report must include modifications to the plan under (c) of this sec—
tion, changes to wunderlying assumptions, and supporting data and
documentation.

(¢) Commission review and approval of a utility"s integrated
resource plan and development option authorizes the utility to imple—
ment the plan as approved.

(f) The commission shall adopt regulations and establish poli—
cies that set rates for utility services and revenue requirements at a
level sufficient for a utility to recover all reasonable experses and
capital expenditures incurred by the utility in preparing the plan and

-5- CSHB 238(Res)



implementing the approved plan. Expenses allowed for vrecovery 1in
rates shall include chose expenses reasonably expected co occur during
the time the rates are in effect. The commission shall develop speci—
fic procedures for revenue requirement adjustment in lieu of a general
rate adjustment filing.

* Sec. 2. AS 42.05.711(b) 1is amended to read:

(b) Except as otherwise provided 1in this subsection, pub
utilities owned and operated by a political subdivision of the state,
or electric operating entities established as the instrumentality of
two or more public utilities owned and operated by political subdi—
visions of the state, are exempt from this chapter, other than AS 42.-
05.221 - 42.05.281, 42.05.294 - 42.05.296, and 42.05.385. Howe"er,

(1) the governing body of a political subdivision may elect
to be subject to this chapter; ana

(2) a utility or electric operating entity that is owned
and operated by a political subdivision and that directly competes
with another utility o* electric operating entity is subject to this
chapter and any other utility or electric operating entity owned and
operated by the political subdivision is also subject to this chapter.

* Sec. 3. AS 44.83 is amended by adding a new section to read:

Sec. 44 .83.085. GRANTS FOR INTEGRATED RESOURCE PLANS. The
authority may make a grant to a Railbelt electric utility that Iis
required *o0 prepare an integrated resource plan under AS 42.05.294 to
assist in che cost of preparing the plan.

* Sec. 4. INITIAL PLAN DEADLINE. A public utility"s first integrated
resource plan required under AS 42.05.294, eiacted by sec. 1 of this Act,

jhall be filed on or before January 15, 1991.

CSHB 238(Res) -6-
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FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Commerce & Econ. Development
Tide: An act requiring certain electnc bru: apnc ~

public utilities to prepare certain reports and relating to costs in proceedings before
Sponsor: Brown, Ellis, Uavis et al. Components :QlDerations APUC.

Requestor :Cott.pn

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES 170.0 170.0 170.0 170.0 170.0
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 170, 170.0 170.0 1700 1A0

CAPITAL

I Z REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 170.0 170.0 1700 1/RPB-
FEDERAL FUNDS
OTHER .
TOTAL 70.0 l/U.U i70. u rfuru 1/U.U

POSITIONS:

FULL-TIME 3 0 J q 0
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page ifnecessary) HB238 creates an ongoing filing and approval
process for integrated resource plans. Although HG239 provides inception year fqnding
via direct appropriation from the Railbelt Energy Fund, subsequent year fundinc IS
forecasted to be provided by General Fund resources unless the legislature determines

that further Railbelt Energy Fund support is appropriate.

Prep’| S. Moninski Il Executive Director Phone: .276-6222
Divis Alaska Publjd~Utilities gommiSsion Date:
Approved by Commissioner Date:

Agency: Conranarce & ETonomic Development

Distribution (by preparer):
Legislative Finance
Legislauve Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of
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3/29/88

Original sponsors: Brown, Ellis,

Davis, et al.

IN THE HOUSE

CS FOR HOUSE BILL NO. 238 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act requiring certain electric public utilities

to prepare certain reports; and relating to costs in
proceedings before the Alaska Public Utilities Com—

mission."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.05 is amended by adding new sections to read:

Sec. 42.05.294. INTEGRATED RESOURCE PLANS. (a) An electric
utility with annual sales that exceed 300,000,000 kilowatt hours shall
fil an 1integrated resource plan with the commission on or before
Jaruary 15 every three years. The plan must show how the utility will
meet projected power requirements. Unless . different time 1is speci—
fied, a projection required by this subsection must be for the next 20
years. In the plan, the utility shall

D list and describe current facilitiesand energy supply
resources of the utility;

(2) include a projected retirement schedule that lists the
facilities that the utility expects to remove from service, discusses
the assumptions used to develop the retirement schedule, and includes
the projected use of specific facilities, the remainingusefullife of
the facilities, and projected maintenance work;

3) describe the utility"s interconnection vrelationships
with other utilities and small power producers, and the utility"s
agreements for operation of joint use facilities, power exchanges,
power pooling, vreserve sharing, commodity displacement, and other

-1- CSHB 238( )



operating arrangements;

(4) document energy end-use in the utility service area and
identify as preci. ely as possible the final physical use of electrici—
ty in the residential, commercial, and industrial sectors, including
use within each sector for space heating and cooling, lighting, water
heating, refrigeration, and appliances;

(5) set out a projection of system power demand including
annual, seasonal, and peak day load hourly duration curves and best
estimates of anticipated peak demand of the major user classifications
including residential, commercial, and industrial sectors;

(6) analyze the utility"s existing ability to meet increas—
ed system demand, including

(A) opportunities for generation, transmission, or
other system efficiency improvements;

(B) potential electric power pooling;

(C) possible interconnection with qualifying cogenera—
tors or small power producers;

(D) anticipated demand reductions in power vrequire—
ments as a result of market-induced or programatic conservation
efforts; and

(BE) current utility load management efforts;

(7) summarize the utility"s load research programs, end-use
analysis, and load management investigations, 1including

(A) the status of current and anticipated 1load re—
search, data collection, and analysis;

(B) the status of current and anticipated end-use
research, data collection, and analysis;

© an assessment of changes anticipated in end-use

29

requirements from appliance and mechanical system efficiency

CSHB 238( ) -2-
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improvements for each consumer sector;

(D) an evaluation of the effects on utility costs fronm
end-use efficiency changes;

(E) a description of methods including innovative rate
designs available to modify, coordinate, or control end-uses to
manage system loads; and

) cost estimates for implementation of load manage—
ment programs;

(8) provide long-term forecasts, based on end-use and
econometric methodologies as appropriate, including

) base, low, and high projections of the power
requirements for the utility service area;

(B) a discussion of the assumptions used in developing

he forecasts 1including reserve margin requirements, population
growth or decline, employment growth or decline, economic de—
velopment,service area expansion, and other factor- that influ—
ence the demand for electrical energy; and

© a sensitivity analysis that tests the importance
of specific assumptions;

(€)) identify and evaluate alternative development options
to meet projected power demand; the options must address availability,
reliability, flexibility, and cost-effectiveness;

(10) identify the development option with the lowest present
value of revenue requirements over the forecast period;

(1) recommend implementation of a specific development
option; the option must 1identify projected facility retirement, devel—
opment of additional generating and transmission systems, load manage —
ment efforts, conservation, and energy end-use efficiency 1improve—
ments; and

-3- CSHB 238( )
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(12) include other information considered necessary
commission to ensure adequate evaluation of all supply-side and
demand-side alternatives.

(b) The commission shall establish by regulation a consistent
reporting methodology for the integrated resource plans required under
(a) of this section 1including the preparation and joint Ffiling of
plans by closely integrated utilities served by common facilities.

(c) The commission shall assist utilities in the development of
the integrated resource plan to minimize regulatory burdens and cost.

Sec. 42.05.296. REVIEW AND APPROVAL OF INTEGRATED RESOURCE
PLANS. (a) The commission shall establish by regulation a procedure
for the review and approval of a plan submitted under AS 42.05.294
that 1includes provision for public hearings before the commission 1in
the principal localities served by the utility submitting the plan.

(b) The commission shall approve a utility"s integrated resour«
plan includingthe recommended development option 1if the commission
finds that the plan

&) adequately addresses conserving electrical energy
through cost-effective, end-use efficiency improvements;

(2) would provide consumers with the lowest reasonable cost
of power over the forecast period;

3) documents a reasonable expectation of future 1load and
resource requirements;

4) uses, as appropriate, life-cycle costing and cost-
effectivenessanalysis and explains the criteria and assumptions on
which the analysis 1is based;

(5) evaluates resource alternatives that would be appropri—
ate for the service area in light of technology currently available

and reliably anticipated to exist during the forecast period; and

CSHB 238( ) -4-



(6) describes the utility"s data cllection acti
additional data requirements, and efforts to develop that additional
data.

(c) Notwithstanding AS 42.05.294 and this section, a utility
may, without commission approval, maintain, repair, upgrade, or re—
build existing facilities to maintain reliable service and may pursue
action to alleviate an emergency situation in which service would be
lost.

(d) The utility shall submit annual reports on the implementa—
tion of the resource plan, including (1) departures necessitated by
emergency service, maintenance, or repair, and (2) significant changes
in the underlying assumptions of the resource plan, on the anniversary
of the plan®s approval date. The report must include modifications to
the plan under (c) of this section, changes to underlying assumptions,
and supporting data and documentation.

(e) Commission review and approval of a utility"s integrated
resource plan and development option authorizes the utility to imple—
ment the plan as approved.

(f) The commission shall adopt regulations and establish poli—
cies that set rates for utility services and revenue requirements at a
level sufficient for a utility to recover all reasonable expenses and
capital expenditures incurred by the utility in preparing the plan and
implementing the approved plan. Expenses allowed for recovery in
rates shall 1include those expenses reasonably expected to occur durir.e
the time the rates are in effect. The commission shall develop speci—
fic procedures for revenue requirement adjustment in lieu of a general
rate adjustment filing.

* Sec. 2. AS 42.05.411 is amended by adding a new subsection to read:

(d) The commission may not allow a new cr revised tariff to take

-5- CSHB 238( )
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effect for a utility subject to AS 42.05.294 wunless the commission
determines that the tariff 1is consistent with the utility"s most
recently approved integrated resource plan, as modified under AS 42.-
05.296(d).

Sec. 3. AS 42.05.651(a) 1is amended to read:

(a) After completion of a hearing or 1investigation held unde

this chapter, the commission shall allocate the costs of the hearing
or investigation among the parties, 1including the commission, as 1is
just under the circumstances. In allocating costs, the commission may
consider the results, ability to pay, evidence of good faith, other
relevant factors and mitigating circumstances. The costs allocated
may include the costs of any time devoted to the 1investigation or
hearing by hired consultants, whether or not the consultants appear as
witnesses or participants. The costs allocated may also include costs
paid by the commission under (c) of this section and any out-of-pocket
expenses incurred by the commission in the particular meeting. The
commission shall provide an opportunity for any person objecting to an
allocation to be heard before the allocation becomes final.
Sec. 4. AS 42.05.651 is amended by adding a new subsection to read:
(c) During a proceeding or investigation under AS 42.05.294
42.05.296, the commission shall accept the application of an inter—
ested person who 1is not a public utility for compensation of some or
all of the reasonable costs of participating. The commission shall
award compensation if it finds that the compgensation 1is necessary to
enable the interested person to adequately participati and present a
significant position that does not result in the duplication of posi—
tions. Before awarding compensation, the commission shall allow a
party to the proceeding or 1investigation or another interested person

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

CSHB 238( ) -6-
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*

a hearing on the matter. The commission may not award the compensa—
tion until the hearing has been held.

Sec. 5. AS 42.05.711(b) 1is amended to read:

(b) Except as otherwise provided 1in this subsection, publ

utilities owned and operated by a political subdivision of the state,
or electric operating entities established as the instrumentality of
two or more public utilities owned and operated by political subdi—
visions of the state, are exempt from this chapter, other than AS 42.-
05.221 - 42.05.281, 42.05.294 - 42.05.296, and 42.05.385. However,

D) the governing body of a political subdivision may elect
to be subject to this chapter; and

(2) a utility or electric operating entity that 1is owned
and operated by a political subdivision and that directly competes
with another utility or electric operating entity 1is subject to this
chapter and any other utility or electric operating entity owned and
operated by the political subdivision is also subject to this chapter.
Sec. 6. AS 44.83 1is amended by adding a new section to read:

Sec. 44.83.085. GRANTS FOR INTEGRATED RESOURCE PLANS. The
authority may make a grant to a Railbelt electric utility that is
required to prepare an integrated resource plan under AS 42.05.294 to
assist in the cost of preparing the plan.

Sec. 7. INITIAL PLAN DEADLINE. A public utility"s first integrated

resource plan required under AS 42.05.294, enacted by sec. 1 of this Act,

shall

be filed on or before January 15, 1990.
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OVERVIEW

Least-Cost Energy Planning, Integrated Utility Resource
Planning, Integrated Value Based Planning or some other mixture
of those words has become a topic of considerable interest in the
regulatory community over the last several years. Originally

least-cost energy planning was defined as a way of leveling out
the playing field between conventional supply-side sources of

energy services and alternatives to traditional supply. These
alternatives included such things as energy conservation, load
management, and cogeneration. As 1 understand it the basic argu-—

ment for this version of least-cost planning was that utilities
and their regulators had become myopic in viewing available means

of meeting customer demand, i.e., they focused on choices between
generating plant type and fuel mix as the only viable means of
meeting future demand for energy services. This view relegated

other alternatives to the fringes, such as demand side management
options, that might also be effective 1in meeting its customers
energy service needs. Thus, at the simplest level least-cost
energy planning was intended as a way of simultaneously evaluat—
ing demand and supply-side options to determine what mix of these
resources could bring reliable and adequate service to utility
customers at the lowest possible cost.

Since least-cost planning was first conceptualized and sub —
sequently in certain parts of the country, the arena in which it
has been implemented is changing. That change is characterized
by increasing competitive pressures in markets for utility serv-—
ices. Whether this 1is "real" competition resulting from basic
structural changes in these markets; or whether the competition
is only apparent and actually represents the consequences of ap—
plying antiquated regulatory tools to a non-monopoly market is
currently a hotly debated question.

Least-cost energy planning as originally envisioned assumed
the utility, be it electric or gas, to be the sole monopolistic

provider of energy services. Changes in the national natural gas
industry over the last several years have altered that assumption
considerably for natural ga.", utilities. Whether corresponding

changes will or should occur in the electric utility industry is
the subject of spirited discussion within the states and at the
Federal Energy Regulatory Ccr.mission. If in fact the structure
of electric and natural gas utility markets has changed 1in such a
way as to become more competitive, then I believe a planning ap-—
proach that assumes a monopoly position for the local utility is
sure to fail in achieving its intended objectives.

The Electric Power Research Institute (EPRI) has recently
taken the position that electric and natural gas markets are in
fact more competitive. EPRI contends that utilities can no

longer function as monopolistic providers of service in those

1



markets. EPRI, therefore, has advanced the idea of Integrated
Value Based Planning as a variant of least-cost energy planning.
EPRI"s variant accounts for and acknowledges that utilities must
compete in the energy service market and proposes a conceptual

framework that allows utilities to do so. I must admit, however,
to not being familiar enough with the details of the Integrated
Value Based Planning approach to discuss it in any detail with
you today. It is, however, an interesting alternative to what

has become "traditional least-cost energy planning".

IT utility markets are more competitive today than they were
in the past this does not necessarily mean that least-cost energy
planning as originally defined and envisaged cannot be imple—

mented successfully. What I would like to discuss with vyou at
this conference are some of the key conceptual, methodological,
operational, and policy issues which we in Illinois have iden—

tified as being significant.

As a prologue to this discussion I wish to say that the
issues themselves, their interdependence and their complexity can
at times become bewildering to the analyst. Past regulatory and
industry practice and policy, plus existing state and federal
laws, often appear to provide insurmountable barriers to develop—
ing a straightforward approach to implementing least-cost energy
planning. Put simply, there is considerable "institutional
inertia" behind the way we"ve always done things. Even when one
is conscious that this 1inertia exists it is usually difficult to
overcome it and clearly define the problems and reach viable
solutions to them through implementing a least-cost planning

process. Issues such as the utility"s obligation to serve and
the concomitant "social compact"™ between utilities and consumers
arise. The overlap of state and federal regulatory authority in
dealing with siting of plants, che transmission of electricity,

or the transport of natural gas also are interwoven in the
landscape of wutility markets, and thus must be explicitly con—
sidered in a least-cost energy plan.

Finally, and perhaps most fundamentally, are the 1issues of
high retail rates faced by industrial, commercial and residential
customers. Equally basic are the issues of utility recovery of
huge amounts of capital sunk in new powerplants; plants that
either have just come on-line or are candidates for inclusion in
the rate base. State regulatory commissions are charged with
balancing the interest of shareholders and ratepayers. Under
current conditions this balancing act can appear to be a zero sunm
game, i.e., to give to one one must take an equal amount from the

other. This rapidly gets the regulator into such questions as
defining used and useful capacity, excess capacity, treatment of
canceled plant cost, etc. This 1is a bewildering thicket of

legal, economic, policy and political questions.



With that in mind | have tried to structure my presentation

today along simpler lines. Because of the rapidly increasing
complexity I have categorized these issues for analyses and have
not attempted to make too many ex"_ .icit linkages between them.

I hope, however, that during tomorrow"™s concurrent sessions |
will have the opportunity to tlesh out some of these thoughts.



l. Least Cost Planning in IMlinoisl

On January 1, 1986 a substantially revised Public Utilities

Act took effect in Illinois. The revisions incorporated into the
Act broadened the scope of the Commission®s authority and respon—
sibility for the regulation of public utilities. One of the key
elements of the new Public Utilities Act, is Section 8-402:

Least-Cost Energy Planning. By including this section in the
revised statute the Illinois General Assembly acknowledged the

need to modify the scope of traditional utility resource planning
to encompass alternatives to conventional sources of energy
supply, e.g., conservation/load management, renewable energy
resources, and cogeneration/independent small power production.
Section 8-402(a) states the objective of least-cost planning as:

"The objective of this section shall be to
insure the provision of adequate, efficient,

reliable and environmentally safe energy
services at the lowest possible cost to all
Illinois consumers and users, and, in doing

SO0 to utilize the fullest extent practicable
all economical means of conservation, non-
conventional technologies relying on renew—
able resources, cogeneration and improvements
in energy efficiency as initial sources of

energy supply.”

Section 8-402 governs the design and implementation of the
energy planning process. In brief, the elements of the process
as described by the Act include:

1. All utilities provide adequate, efficient, reliable and
environmentally safe service which constitutes the
least-cost means of meeting the utility”"s service
obligation.

2. Preparation of a comprehensive utility energy plan for
the State by the Illinois Department of Energy and
Natural Resources. The plan is to be reviewed at least
every two years. Every utility subject to the planning

responsibility of the Act shall provide the Department
with "any and all information and data necessary to the
preparation of the plan."”

3. Preparation of plans by each utility for its service
territory. These utility plans shall include:

1. Please note portions of this paper have been excerpted from
the Staff NOI Phase | Report, submitted to the I1llinois Commerce
Commission in May 1987.



a. 20-year demand projections for electric utilities
and 10—year demand projections for natural gas
utilities;

b. Examination of possible alternative Levels of
demand;

C. Ildentification and analysis of actual and
forecasted impacts of conservation, renewable

resources, cogeneration, etc.;

d. Year-by-year projections of all available sources
of supply including cogeneration, renewable
resources, and conventional resources;

e. A discussion of existing and proposed programs to
promote the full utilization of practical and
economical energy conservation.

Demonstration by the utilities that their plans repre —
sent the least-cost means of satisfying energy service
needs.

Demonstration by utilities that their plans fully con—
sider and utilize all economical energy conservation,
renewable resources, and cogeneration.

The discussion of the types of conventional facilities
planned.

Demonstration that a utility"s rate design accurately
reflects the long-term cost-of-service for each cus —
tomer class.

Evidentiary hearings on both a statewide and utility
plans will be conducted. The Department and each
utility shall automatically be made parties to these
proceedings.

Following hearings the Commission shall 1issue an order

adopting a plan for each utility and for the state.

The plans selected shall be those which if implemented
have the greatest likelihood of providing adequate, ef—
ficient, r<"_liable, and environmentally safe energy
services at the least-cost to consumers; and which
utilize to the fullest extent practical all economical

sources of conservation, renewable resources, cogenera-—
tion, and improvements in energy efficiency.



10. The plans adopted by the Commission for each utility

shall, to the fullest extent possible, be consistent
with the statewide energy plan adopted by the Commis —
sion.

11. The most recent plans (utility and statewide) adopted

by the Commission after appropriate updating shall
serve as the basis for demonstrating the need for a new
facility and any proceedings where a certificate of
convenience and public necessity is being requested.

This planning process represented a major new responsibility
for the Commission, and the elements of the process as described
in the Act raised many complex, conceptual, methodological, pro-—
cedural and policy issues. Although the Act is specific with
respect to the issues to be addressed in the course of the
process, it is generally silent on how certain key concepts are
to be defined and how particular technical 1issues are to be
addressed. Moreover, the Act describes a particular procedural
approach to planning which, while clear, is not sufficiently
detailed to enable immediate implementation of the process.

The manner 1in which particular issues are resolved, the na-—
ture of the plans ultimately approved, and the clear and implied
links between planning and other responsibilities of the Commis—
sion will have a substantial effect on the delivery of service to
utility customers for many years to come. For this reason, and
because other parties including the Department of Energy and
Natural Resources are directly affected by the requirements of
the process, it seemed appropriate for the Commission to have the
benefit of concerned parties views prior to taking action to

implement the planning process. Toward this end, the Commission,
in conjunction with its sister agency, the Department of Energy
and Natural Resources, initiated 86 NOI-2 a Notice of Inquiry

regarding implementation of Section 8-402 of the Public Utilities
Act.

The purpose of this NOl was to solicit the views of inter—
ested parties on issues considered critical to the successful im—
plementation of the planning process. Paragraph d(iv) of Section
8-402 gives the Commission the authority to determine the precise
form, scope, and contents of the plans consistent with the
requirements of paragraph (d). The NOI was conducted between
December 1986 and May 1987. The Commission used the information
gathered during the NOl to assist it in fashioning the procedural
tool for the implementation of the planning process.

Eighteen (18) parties filed initial comments during the NOI.

Nine (9) parties filed reply comments. It was evident from the
initial and reply comments that parties devoted substantial time
and effort to their responses. Review of these comments provided
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I11. Balancing Objectives and the Definition of Least-Cost

The I1llinois statute places a heavy emphasis on the concept
of least-cost. This emphasis may be unfortunate given the
problems of operationalizing the planning review process and the
subsequent evaluation of alternative plans.

A number of experts in the field of utility planning
(representing regulatory commissions, utility firms, and
academics) have expressed concern related to the use of the ternm
"least-cost". The preference was instead for the term
"integrated resource utility planning," 1i.e., plans that con—
sidered both demcnd and supply side options and that balanced the
needs of energy service consumers and utility investors. While
at first this appears only to be a superficial issue of semantics
it isn"t. In order to issue a rule that operationalizes the
goals of Section 8-402 it appears necessary to move away from the
ideal public policy goals of identifying the least-cost method of
providing energy services to one of identifying the best-cost in-—
tegrated resource utility plans.

One definition of least-cost that is clearly consistent with
the Illinois statute might read:

Given two plans that provide identical levels of
reliability and adequacy, equity among customer
classes, and environmental impacts, choose the one that
has the "least-cost".

This type of rule 1is consistent with the concept of cost mini —

mization subject to constraints. A number of problems exist,
however, with trying to implement such a definition. The first
problem is how to measure "costs" so as to arrive at comparable
numbers for each plan. Another problem is that of evaluating and

comparing plans that propose different levels of reliability, en-—
vironmental impacts, or difficult to quantify external effects.

Three alternative means for defining least-cost have arisen
during our discussions in Illinois. These are:

a. Minimization of the present value of revenue require—
ments (PVRR);

b. Minimization of energy rates (or equivalent revenue
requirements per unit of energy); and

C. Minimization of the cost of energy services to the con-—
sumer.



To better understand the differences in these three defini—
tions consider them when applied to a hypothetical example of es—
timated outcomes resulting from two alternative utility plans.
Plan 1 results in an annual revenue requirement of $1 million
dollars for sales of 10 million kilowatt-hours and a per unit

cost of 10 cents per kilowatt-hour. Plan 2 results in an annual
revenue requirement of $950,000 for sales of 9 million kilowatt-
hours and a per unit cost of 10.5 cents per kilowatt-hour. The

question is then asked, "which plan is least-cost"?

Assuming that the annual revenue requirements associated
with both Plans remain constant during the planning period (20
years for ele-trics and 10 years for gas), under definition (a)
(minimize PVRR), Plan 2 is the better plan; being $50,000/yr.
cheaper than Plan 1. However, if definition (b) is used
(minimize per unit RR) Plan 1 becomes the least-cost plan.
Finally, attempting to answer the question using definition (c)
(minimize energy service costs) would result in an "answer" of
"not enough information." This apparent dilemma is caused to a
large extent by the focus on the concept of "least cost"™ and the
associated implication that alternative plans can be assigned a
single value that will identify the "least-cost™ plan.

The above comparison of plans subject, for example, to the
objective of minimizing per unit RR is based on the value of cer—
tain variables at a given point in time. But what is important
is not only the value of these variables but their trends over
time as well. It may be that after 5, 10, or 15 years, Plan 1

would result in per unit costs going from 10 cents/kWh to 12.5
cents/kWh, while Plan 2 would result in per unit costs going fronm
10.5 cents/kWh to 11.5 cents/kWh due to differences the rates of
increase in thevalue of the pertinent variables. Thus, a rule
based on definition (b) (minimization of per unit RR) <could not
distinguish the "least-cost" plan either.

In the case of a comparison b?sed on minimizing the PVRR, no
consideration of - the trend of future rates is assured. In a
service territory where the customer base was declining, modest
increases in the revenue requirement could lead to rapidly es—
calating rates. However, alternative plans with higher 1initial
revenue requirements (when the customer pool was still large
enough to absorb the cost without significantly higher rates)
could feasibly Dbe rejected even if the possibility of lower
revenue requirements and rates in the future existed. Also, as
the result of discounting future RR, a plan that begins with
lower RR duringthe early portion of the planning period but
which rises sharply toward the end may be preferred to a plan
with a higher initial but more stable future RR. The number of
various scenarios that one could consider is virtually limitless.






10. The plans adopted by the Commission for each utility

shall, to the fullest extent possible, be consistent
with the statewide energy plan adopted by the Commis —
sion.

11. The most recent plans (utility and statewide) adopted
by the Commission after appropriate updating shall
serve as the basis for demonstrating the need for a new
facility and any proceedings where a certificate of
convenience and public necessity is being requested.

This planning process represented a major new responsibility
for the Commission, and the elements of the process as described
in the Act raised many complex, conceptual, methodological, pro—

cedural and policy issues. Although the Act is specific with
respect to the issues to be addressed in the course of the
process, it is generally silent on how certain key concepts are
to be defined and how particular technical issues are to be
addressed. Moreover, the Act describes a particular procedural
approach to planning which, while clear, is not sufficiently

detailed to enable immediate implementation of the process.

The manner 1in which particular issues are resolved, the na—
ture of the plans ultimately approved, and the clear and implied
links between planning and other responsibilities of the Commis —
sion will have a substantial effect on the delivery of service to
utility customers for many years to come. For this reason, and
because other parties including the Department of Eneigy and
Natural Resources are directly affected by the requirements of
the process, it seemed appropriate for the Commission to have the
benefit of concerned parties views prior to taking action to
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and Natural Resources, initiated 86 NOI-2 a Notice of Inquiry

regarding implementation of Section 8-402 of the Public Utilities
Act.

The purpose of this NOI was to solicit the views of inter—
ested parties on issues considered critical to the successful im—
plementation of the planning process. Paragraph d(iv) of Section
8-402 gives the Commission the authority to determine the precise
form, scope, and contents of the plans consistent with the
requirements of paragraph (d). The NOI was conducted between
December 1986 and May 1987. The Commission used the information
gathered during the NOIl to assist it in fashioning the procedural
tool for the implementation of the planning process.

Eighteen (18) parties filed initial comments during the NOI.

Nine (9) parties filed reply comments. It was evident from the
initial and reply comments that parties devoted substantial time
and effort to their responses. Review of these comments provided
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valuable information for the Commission. Based u

pon

the recom—

mendations contained in the NOI Final Report, the Commission in—
itiated a Rulemaking in late May. The Commission directed that
workshops be held within this Rulemaking in an attempt to reach a

fully stipulated agreement by all affected part
governing the statewide and utility plans.

ies

At the Commission®s direction, Commission staff,

on rules

in coopera—

tion with the Illinois Department of Energy and Natural
Resources, prepared draft rules to be used as discussion docu —
ments in the workshops. These drafts were circulated at the
beginning of July. To date, fourteen workshops have been held,
each dealing with different topics addressed by the draft
proposal. Additional workshops will be held regarding a Rule for
natural gas utilities. These workshops will most likely continue
through early next year. In November the Commission will assess

the likelihood of reaching a full stipulation on rules to imple—

ment least-cost planning for electric utilities in

inois. If

additional workshops appear to be useful to reaching a full
stipulation the workshop process may be continued.
workshop process has not led to full stipulation
parties, or it does not reasonably appear that further workshops

will result in a stipulation, then the Commission

int

I f the
amongst all

ends to in-—

itiate evidentiary hearings to adopt a rule for implementation of

Least-Cost Planning in Illinois.

1. Major Issues Ildentified with Implementing LCEP in Illinois

Illinois has identified many issues 1in connection with im—
plementing Least-Cost Energy Planning. Some of the major issues
to emerge are:

1. Operative definition of Least-Cost

2. Consistency in filing sequence of statewide and in—

dividual energy plans.
3. Treatment of uncertainty.
4. Linkages between LCEP and other Commission policies and

activities.

5. Treatment of multi-jurisdictional utilities.
6. Use of common forecasting methodologies.
7. Role of alternative technologies in formulating and

evaluating energy plansm

8 . Specification of scenarios to be presented in the

energy plans.

of these major 1issues an operative definition
emerged as one of the most significant.

of

least-cost



I1l. Balancing Objectives and the Definition of Least-Cost

The I1llinois statute places a heavy emphasis on the concept
of least-cost. This emphasis may be unfortunate given the
problems of operationalizing the planning review process and the
subsequent evaluation of alternative plans.

A number of experts in the field of utility planning
(representing regulatory commissions, utility firms, and
academics) have expressed concern related to the use of the tern
"least-cost". The preference was instead for the term
"integrated resource utility planning," i.e., plans that con—
sidered both demand and supply side options and that balanced the
needs of energy service consumers and utility investors. While
at first this appears only to be a superficial issue of semantics
it isn"t. In order to issue a rule that operationalizes the
goals of Section 8-402 it appears necessary to move away from the
ideal public policy goals of identifying the least-cost method of
providing energy services to one of identifying the best-cost in-—
tegrated resource utility plans.

One definition of least-cost that is clearly consistent with
the Illinois statute might read:

Given two plans that provide identical levels of
reliability and adequacy, equity among customer
classes, and environmental impacts, choose the one that

has the "least-cost".

This type of rule is consistent with the concept of cost mini—

mization subject to constraints. A number of problems exist,
however, with tryingto implement such a definition. The first
problem is how to measure "costs™ so as to arrive at comparable
numbers for each plan. Another problem is that of evaluating and

comparing plans that propose different levels of reliability, en-—
vironmental impacts, or difficult to quantify external effects.

Three alternative means for defining least-cost have arisen
during our discussions in Illinois. These are:

a. Minimization of the present value of revenue require—
ments (PVRR);

b. Minimization of energy rates (or equivalent revenue
requirements per unit of energy); and

C. Minimization of the cost of energy services to the con-—
sumer .



To better understand the differences in these three defini—
tions consider them when applied to a hypothetical example of es—
timated outcomes resulting from two alternative utility plans.
Plan 1 results in an annual revenue requirement of $1 million
dollars for sales of 10 million kilowatt-hours and a per unit

cost of 10 cents per kilowatt-hour. Plan 2 results in an annual
revenue requirement of $950,000 for sales of 9 million kilowatt-
hours and a per unit cost of 10.5 cents per kilowatt-hour. The
question is then asked, "which plan is least-cost"?

Assuming that the annual revenue requirements associated
with both Plans remain constant during the planning period (20
years for electrics and 10 years for gas), under definition (a)
(minimize PVRR), Plan 2 is the better plan; being $50,000/yr.
cheaper than Plan 1. However, if definition (b) XS used
(minimize per unit RR) Plan 1 becomes the least-cost plan.
Finally, attempting to answer the question using definition (c)
(minimize energy service costs) would result in an "answer"™ of
"not enough information." This apparent dilemma is caused to a
large extent by the focus on the concept of "least cost"™ and the
associated implication that alternative plans can be assigned a
single value tnat will identify the "least-cost”™ plan.

The above comparison of plans subject, for example, to the
objective of minimizing per unit RR is based on the value of cer —
tain variables at a given point in time. But what 1is important
is not only the value of these variables but their trends over
time as well. It may be that after 5, 10, or 15 years, Plan 1

would result in per unit costs going from 10 cents/kWh to 12.5
cents/kWh, while Plan 2 would result in per unit costs going from
10.5 cents/kWh to 11.5 cents/kWh due to differences the rates of
increase in the value of the pertinent variables. Thus, a rule
based on definition (b) (minimization of per unit RR) could not
distinguish the "least-cost” plan either.

In the case of a comparison based on minimizing the PVRR, no
consideration of the trend of future rates 1is assured. In a
service territory where the customer base was declining, modest
increases in the revenue requirement could lead to rapidly es—
calating rates. However, alternative plans with higher initial
revenue requirements (when the customer pool was still large
enough to absorb the cost without significantly higher rates)
could feasibly be rejected even if the possibility of lower
revenue requirements and rates in the future existed. Also, as
the result of discounting future RR, a plan that begins with
lower RR during the early portion of the planning period but
which rises sharply toward the end may be preferred to a plan
with a higher initial but more stable future RR. The number of
various scenarios that one could consider is virtually limitless.



The important point is that any quantitative decision rule based
on a single factor is likely to fail to perform its function un —
der any set of feasible circumstances.

Only in the case where one plan in a group of alternatives,
identical with respect to the properties stated above, is ex—
pected to produce both the lowest revenue requirements and the
lowest per unit cost of energy over the entire planning horizon
can a rule based on a "least-cost™ (i.e., single factor) concept
be expected to yield a unique choice. However, because this
particular case is unlikely, standards more discriminating
(albeit more subjective) than "least-cost” need to be considered.

It should now be apparent that the definitions of least-cost
listed above as (a) and (b) (minimize PVRR and minimize per unit
RRF) are not true alternatives to one another. Both conditions
must exist to satisfy a "least-cost” definition. Furthermore,
there is most likely some value to considering tradeoffs between
the benefits of lower revenue requirements and higher unit costs
in one period for lower unit costs 1in another period. There are
other possible scenarios as well jJjust as there are opportunities
for tradeoffs between both revenue requirements and rates with
the standards of reliability, environmental quality, etc.

This leads to consideration of definition (c) (minimize
energy service costs to the consumer). While minimizing costs
undoubtedly should be the goal of public policy, the prospects of
operationalizing this definition by way of a quantitative deci —
sion rule are equally as dismal. In part this 1is due to the fact
that the energy service cost encountered by any given customer is
a function of both the energy price(s) faced by the customer and
the alternative capital and operational inputs available to the
customer to control their level and pattern of usage. Thus
energy services are a derived demand and therefore more difficult
to quantify for large numbers of customers; each with many varia-—
tions of choice available to thenm.

These problems of balancing the objectives of the "least-
cost" planning process, defining the term least-cost, and
evaluating the plans can only be resolved after it is recognized
that some of the standards enumerated in Section 8-401 of the 11—
linois statute (reliability, adequacy, and environmental quality)
are directly related to the costs associated with a given plan.
These properties, with the addition of the financial integrity of
the utility are commodities to be purchased for a cost, 1i.e., for
a given initial level of revenue requirements and per unit cost.

Along with their associated trends, we can purchase these levels
and trends of reliability, adequacy, environmental quality, and
financial integrity. This type of evaluation is better described

as a "best-cost™ approach.
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1v. Uncertainty Associated with Least-Cost Plans

An important factor to be considered in the development and
evaluation of least-cost plans is the great deal of uncertainty
associated with future events that must be 1incorporated into

these plans. Section 8-402, paragraph f, of the Illinois Public
Utilities Act recognizes the impact of uncertainty 1in instructing
that
"...the Commission shall select the plan, and components
thereof, which will result in the greatest likelihood of
providing adequate, efficient, reliable and environmentally

safe energy services at the least cost to consumers
(emphasis added).

Accounting for the effects of uncertainty involves the investiga—
tion of alternative future scenarios by the utility. Section 8-
402, paragraph d, specifically states that

"each energy utility shall include demand projections for
services and projected customers by major service class—
ification of the public utility, as well as the basis for
such projection, 1including an examination of possible alter—
native levels of demand and discussions of the forecasting
methodologies and input variables used in making the
forecasts.”

The salient impact of uncertainty upon the least-cost plan—
ning process 1is that the utility analyst can never know in ad —

vance whether any given plan will, in fact, be least cost. The
selection of a plan that eventually proves to be the least-cost
plan, then, will happen only by accident. As a result uncer —

tainty causes an increase in the cost of providing service above
that which could have been realized had the utility analyst had
perfect information regarding future events.

The most commonly recognized form of uncertainty involves
the difficult task of estimating the future values of the inde—

pendent variables used in the forecasting process. Examples of
such variables 1include fuel prices, interest rates, construction
expenditures, inflation, and plant operating efficiencies. In

addition to problems associated with estimating future values,
uncertainty may also result from incorrect forecasting model
specification and imprecise coefficient estimation.

Typically, utilities have used one or more of three popular
methodologies to incorporate uncertainty into their forecasts.
These three methodologies are sensitivity analysis, stochastic

simulation, and decision analysis.
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In sensitivity analysis, the independent variables of the
forecasting model are varied over a reasonable range and the ef—
fect on the forecasted level of demand is subsequently observed.
Frequently, combinations of wvariable modifications are made
simultaneously to establish plausible scenarios which result in

changes in forecasted demand. Often, utilities employing sen-—
sitivity analysis will present the most-likely high and low
demand scenarios. The sensitivity analysis method is flawed,

however, in that the probabilities of each of the scenarios oc —

curring are usually not provided.

The stochastic (or Monte Carlo) simulation method does,

however, allow specification of probability values. In this
method, the analyst first must assign probability distributions
to the independent variables. This simulation technique then

chooses random values from the assigned probability distribution.
The analyst specifies the number of trials to be run in the
simulation, and when the simulation has run, average results are
calculated. The disadvantage of stochastic simulation lies in
the quantity of resources, the time it requires and the usually
subjective assignment of the probability distributions.

In decision analysis, a probability tree diagram 1is used in
which branch paths represent alternative scenarios. Independent
variables are permitted to assume a limited number of values,
each associated with discrete probability values. In this man—
ner, each branch path on the tree can be associated with a prob-—
ability and a cost. The number of alternative variables examined

may be limited by the undesirable complexity the decision tree
develops as variables are added.

Most utilities already investigate alternative scenarios
when developing their forecasts. Utilities generally believe
that the impact of changes in input variables on the forecast
output is a necessary and desirable step in developing forecasts.
They also feel it is possible to assign probabilities to the al —

ternative scenarios being examined. If the utility only uses
sensitivity analysis to examine the effects of uncertainty, any
assignments of probability values to these alternative scenarios
must be done through entirely subjective evaluation. This sub —

jective assignment of probability values may either be done as
the result of the forecaster®s informed judgment or the culmina—
tion of interviews with resident and/or outside experts.

The incorporation of uncertainty into utility projections 1is
an important part of the forecasting process. Sensitivity
analysis can be valuable 1in establishing the robustness of supply
and demand forecasts to changes in the values of independent

variables. Sensitivity analysis alone, however, does not give
plan reviewers an indication of the likelihood of alternative
scenarios occurring. For this reason, subjective probabilities
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need to be assigned to the scenarios examined in sensitivity

analysis, unless a more formal method is used. Stochastic
simulation and decision analysis are two alternative
methodologies that specify the probability of each scenario oc—
curring. These more formal methods do involve additional ex —

pense, and it is not clear whether this increased cost is jus—
tified by gaining superior probability estimates.

V. Linkages to Other Duties and Policies

The least-cost planning sections of the Illinois Public
Utilities Act are linked both directly and indirectly to other

Commission policies and activities. Least-cost planning proce —
dures and criteria need to be integrated with both proposed and
existing Commission policy. For least-cost planning to be most
effective, these areas must be addressed and reconciled where

necessary.

As an example, the Commission recently investigated (in NOI-
86-1) 1issues related to excess electric generating capacity. One
possible outcome of this investigation is to completely exclude
excess capacity from rate base consideration, allowing neither a
return on or of investments, regardless of the prudency of the
construction decision. In fact, some form of exclusion of excess
capacity 1is required by law under Sections 9-212 and 9-215 of the
Illinois Public Utilities Act. The more deeply involved the Com—
mission becomes in the capacity decision-making process under
least-cost planning, the greater will be its responsibi ”ity for
mistakes.

Another area in which least-cost planning and Commission

policy are related is wheeling of electricity. At the wholesale
level, the availability and price of wheeled electric power will
impact the utilities”™ supply planning process. The availability

of transmission services at non-discriminatory prices will in-—
fluence the profitability and amount of cogeneration and small

power production. Both cogeneration and small power production
are emphasized in the least-cost planning legislation. Some con—
sideration 1is also being given to the issue of retail wheeling.
Under retail wheeling, some customers could bypass their native
utility and purchase power from other suppliers such as small
power producers and cogenerators. These activities may have a

large effect on a utility"s planning process as well as the
profitability of small power producers.

A general question linking least-cost planning to other Com—
mission policies is whether and/or how least-cost planning should
consider only cooperative efforts between parties (utilities and

possibly between utility customers. The question itself must be
addressed before the relationship between statewide and utility
energy plans can be reconciled. IT only cooperative efforts are

to be considered, the DENR statewide energy plan might ap—
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propriately be a summary of individual utility plans accounting
for undeveloped potential cooperative efforts. On the other
hand, if "least-cost"” is to be applied to the State as a whole,

the statewide plan would consider policies which might harm some
parties, but in the aggregate reduce cost. In this case, the
statewide plan may be substantially different than a summary of
individual plans. If the second approach is taken, some ac—
tivities which are appropriate to least-cost planning may violate

existing policy or statute. An example of the latter is central

dispatch of electric generation statewide. When this occurs, the
Commission will have to reassess 1its existing policy in light of
this new information. Retail wheeling, for instance, may reduce
costs in the aggregate, but might harm native utilities and,

depending upon other Commission policies, may harm the utility"s

"captive" customers as well. Such a policy might violate the
utility"s monopoly right and thus the so-called regulatory com—
pact between the utility and ratepayers. The Commission, 1in this
case, would have to carefully consider the ramification of its
action in these kinds of situations.

One other point concerns multx-jurisdictional utilities.
The Commission has the authority to order the implementation of a

least-cost plan. The qguestion then becomes, should this
authority apply to out-of-state facilities if they affect the
utility”s in-state service? Further what happens if the
Commission®s approved least-cost plan is inconsistent with

another regulatory authority"s decisions? These questions should
be addressed and will likely be related to other Commission
policies regarding multi-state utilities.

V. Conclusion

Least-Cost Energy Planning is a newly proposed regulatory
tool. As with most such new proposals their worth is tested
against the existing regulatory policies, practices and objec—
tives they affect. By its nature, least-cost energy planning
touches most of the basic tenets of current regulation. Thus,
the testing of it becomes a complex, and oftentimes contentious,
process. This, however, should not deter utilities, regulators
and utility customers from taking the time and effort to examine
the feasibility of least-cost energy planning. It does hold the
promise for being an essential regulatory tool for dealing with
today"s changing utility markets.
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EFFICIENT RATEMAKING PRACTICES
IN A LEAST COST PLANNING ENVIRONMENT

Jim Lazar, Ccnsulling Economist

Ono concern that comes to mind If a util yy
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-IncreasTng 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 1is 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 1llid "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®stlll cost-effective
compared with new generating resources.

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 “donor at lon" scenario, tho sconario
changes somewhat .

Il 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 11c Ipants will havo unchanged onorny usage,
higher rates, and thorolore higher bills, Ilhoto
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

mdeliver, 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 dS a jul Ity 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 refrigerato
program. Given sales of 100 million kwh, tﬁe
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 elt.wwul.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.
nivirling 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 bonoflclarlos 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 1 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.

XA UL
fl LA<AILL VAL TTT 11 HIH 18 COlPi MAILTL |

WITHOUT CONSERVATION PROGRAM

ALL CUSTOMERS
10C0 Generation KWH B $.0309 $30.90
Amount due: $80.90

WITH CONSERVATION PROGRAM

IHU.TAUl 11:1PAT INO CUSTOMER
1000 Generation KWH O $.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 99«n

Representative Adeiheicl Herrmann, Co-Chair
House Resources Committee

FROM: Representative Ray Browjv
DATE: March 9, 1988
SUBI: HB 238/239: Least-Cost Energy Planning Legislation

As aresult 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. 1would like to propose some modifications to CS HB 238
(Laoor and Commerce | 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 CSwork 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 CSwork 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

| appreciate your consideration of this request and would be happy to
discuss this matter at your earliest convenience.

attachments



3/6/88 doc = a:hb238rev

HB 238 Revised Draft #2
CS HB 238 (WORK DRAFT)

Section 1; Integrated Resource Plans Required

AS 42.05 1is amended by adding new sections to read:
AS 42.05.294. INTEGRATED RESOURCE PLANS.

(a) An electric utility with annual sales that exceed
300,000,000 kilowatt hours shall file an integrated resource
plan with the Commission on or before January 15, 1990, and
every three (3) years thereafter. Unless otherwise specified,
when the plan requires a forecast or projection, the forecast
or projection must be for the twenty (20) years following the
year prior to the filing.

The integrated resource plan must show how the utility will
meet projected power requirements through increased power
supplies, 1improved efficiencies in the generation or delivery
of power, the provision of energy services, or any combination
of these or other means.

The plan shall

(1) list and describe current facilities and energy
supply resources of the utility;

(2) include a projected retirement schedule which lists
the facilities that the utility expects to remove from service
with a discussion of the assumptions used in developing the
retirement schedule including, but not limited to, the
projected use of specific facilities, the remaining useful
life of the facilities and projected maintenance work;

(3) describe the utility®"s interconnection relationships
with other utilities and to other, and agreements for
operation of joint use facilities, power exchanges, power
pooling, reserve sharing, commodity displacement, and other
operating arrangements;

(4) include documentation of energy end-use in the
utility service area and identify as precisely as possible the
final physical use of electricity in the residential,
commercial and industrial sectors, 1including use within each
sector for space heating and cooling, lighting, water heating,
refrigeration, appliances, and shaft power;



(5) include a projection of system power demand including
annual, seasonal, and peak day load hourly duration curves and
best estimates of anticipated peak demand of the major user
classifications including residential, commercial, and
industrial sectors?

(6) include a discussion and analysis of the utility"s
existing ability to meet increased system demand, 1including

A) opportunities for generation, transmission or
other system efficiency improvements?

B) potential electric power pooling?

C) possible interconnection with qualifying
cogenerators or small power producers;

D) anticipated demand reductions 1in power
requirements as a result of market induced or- programatic
conservation efforts; and

E) current utility load management efforts-.

(7) include a summary of the utility"s load research
programs,, end-use analysis, and load management
investigations, including:

A) the status of current and anticipated load
research data collection and analysis;

B) the status of current and anticipated end-use
research, data collection, and analysis;

C) an assessment of. changes anticipated in end-use
requirements from appliance ana mechanical system efficiency
improvements for each consumer sector;

m) an evaluation of the impacts on utility costs
from end-use efficiency changes;

E) a description of methods such as innovative rate
designs.available, to modify, coordinate, or control end-uses
to manage system loads;

F) cost estimates for implementation of load
management programs; and

(8) provide long-term forecasts, on the basis of end-use
and econometric methodologies, as appropriate, and including,
at a minimum,

A) base, low, and high projections, that project the
power requirements for the utility service area;

B) a discussion of the assumptions used 1in
developing the forecast including, but not limited to, reserve
margin requirements, population growth or decline, employment
growth or decline, economic development, service area
expansion or other factors which influence the demand for
electrical energy; and

C) a sensitivity analysis which tests the importance
of specific assumptions;

(9) evaluate alternative options to meet projected power
demand in order to provide for cost-effective utility systen
development including considerations of availability,
reliability, and flexibility?



(10) identify the integrated resource plan scenario with
the lowest present value of revenue requirements over the

forecast period?

(11) recommend a specific utility system development
scenario that identifies projected facility retirement,
development of additional generating and .nsmission systems,
load management efforts, conservation and energy end-use
efficiency improvements, and a plan for the implementation of
the recommended scenario; and

(12) include other information considered necessary by
the Commission to ensure adequate evaluation of all
supply-side and demand-side alternatives.

(b) The Commission shall establish by regulation a consistent
reporting methodology for the integrated resource plans
required under (a) of this section including the preparation
and joint filing of plans by closely integrated utilities
served by common facilities.

(c) The Commission shall establish regulations and provisions
that all reasonable expenses incurred by a utility in meeting
the requirements, including research and data collection,
analysis, preparation of reports and documents, and
participation in the public review process will be fully
recovered in revenue requirements and rates for utility
services. Expenses allowed for recovery in rates shall 1include
those expenses reasonably expected to occur in the period of
time the rates so established will be in effect. Specific
procedures shall be developed for revenue requirement
adjustment in lieu of a general rate adjustment filing.

(d) The Commission shall assist the utilities in the
development of the integrated resource plan to minimize
regulatory burdens and cost.

Section 2; Review and Approval of Resource Plans
AS 42.05.296 REVIEW AND APPROVAL OF INTEGRATED RESOURCE PLANS

(a) The Commission shall establish by regulation a procedure
for the review and approval of a plan submitted under AS
42.05.294 which shall 1include provision for public hearings
to be conducted before the Commission in the principal
localities, served by the utility submitting the plan.

(b) The Commission shall approve a utility"s integrated
resource plan if the Commission finds that the plan adequately
addresses conserving electrical energy supply resources
through cost-effective, end-use efficiency improvements and
that the proposed system development scenario would provide
consumers with the lowest reasonable cost of power over the
forecast period.



(c) commission approval of a utility"s integrated resource
plan and that utility"s recommended system development
scenario will establish:

(1) that the utility"s plan constitutes a reasonable
expectation of future load and resource requirements?

(2) that the plan incorporates, as appropriate,
life-cycle costing and cost-effectiveness analysis together
with explanation of criteria and assumptions;

(3) that the plan includes evaluation of resource
alternatives that would be appropriate for the service area
and in light of technology currently available and reliably
anticipated to exist during the forecast period; and

(4) that the plan includes an enumeration of the
utility"s data collection activities, additional data
requirements, and efforts to- develop that additional data.

(d) Nothing ir this part shall preclude any utility fronm
pursuing activities necessary for the maintenance, repair,
upgrade or rebuilding of existing facilities in order to
maintain reliable service, nor from pursuing any action to
alleviate an emergency situation in which service would be
lost or system operation rendered uneconomic.

(e) A report on the implementation of the resource plan,
including any departures necessitated by emergency service,
maintenance or repair and any significant changes 1in the
underlying assumptions of the resource plan, shall be
submitted one year after the approval date of the integrated
resource plan and at the end of each year thereafter.
Modifications to the plan as a result of a response to (d)
above and any changes to underlying assumptions shall be
provided by the utility with supporting data- and
documentation.

(f) Commission review and approval of a utility"s integrated
resource plan and a specific utility system development
scenario, together with any permit required under AS 42.05.
[Commission Approval for New Construction], will constitute
authorization for the utility to pursue actions to implement
the plan as approved. Reasonable utility expenses and capital
expenditures incurred by the utility in implementing the plan
shall be included in the utility revenue requirements and
rates, and shall include those expenses reasonably expected to
occur in the period of time the rates so established will be
in effect. Specific procedures shall be developed for revenue
requirement adjustment in lieu of a general rate adjustment
filing.

Section 3: Tariffs Consistent with Approved Plans
AS 42.05.411 1is amended by adding a new subsection to read:

(d) The Commission may not allow a new or revised tariff to
take effect for a utility subject to AS 42.05.415 (Integrated
Resource Plans) unless the Commission determines that the
tariff is consistent with the most recently approved
integrated resource plan, 1including consideration of
departures and modifications 1identified in the plan
implementation reports required under (insert appropriate



Sections 4-5: Intervenor Financing and Cost Allocation
Section 4 - Cost Allocation for Intervenors Allowed
AS 42.05.651(a) 1is amended to read:

(a) After completion of a hearing or investigation held under
this chapter, the Commission shall allocate the costs of the
hearing or investigation among the parties, 1including the
Commission, as 1is just and reasonable under the circumstances.
In allocating costs, the commission may consider the results,
ability to pay, evidence of good faith, other relevant
factors and mitigating circumstances. The cost allocated may
include the costs of any time devoted to the investigation or
hearing by hired consultants, whether or not the consultants
appear as witnesses or participants. The costs allocated may
also include costs paid by the commission under (C) of this
section and any out-of-pocket expenses incurred by the
commission in the particular meeting.

Section 5 - Commission Process for Intervenor Financing
AS 42.05.651 is amended to add a new subsection:

(c) Prior to a proceeding under AS 42.05.294 or AS 42.05.296
of this chapter, the Commission shall accept applications fronm
any interested person who is not a public utility for
compensation of some or all of the reasonable costs of
participating, if the compensation is necessary to enable the
interested person to adequately participate and present a
significant position. The Commission shall review applications
and make a determination that compensation 1is necessary for
participation and will not result in the duplication of
positions. Prior to providing compensation, the Commission
shall allow any person or public utility the opportunity to
review the applications and determinations and any person or
public utility objecting to the determinations shall be

provided an opportunity to be heard.

Section 0: Commission Approval for New Construction
AS 42.05. is amended to add a new section:

(a) Except as provided by AS 42.05.431(c)(1l) [ie, the Bradley
Lake exemption], an electric utility with annual sales that
exceed 300,000,000 kilowatt hours may not construct or expand
a plant or transmission system to increase 1its capacity by
more than five megawatts or enter into a contract to acquire
additional energy resources with an equivalent capacity of
five megawatts unless the utility has obtained a permit from
the Commission.

(b) The Commission may not issue a permit required by ()
unless the Commission finds that the project is necessary to
meet future demand and is consistent with tha utilities most
recently approved integrated resource plan under AS 42.05.294.
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Offered: 7/2/87 5-0637B
Referred: Rules

Original sponsors: Brown, Ellis,
Dav - et al.

Funding Information

General Fund $ -0-

Other Funds 555,000
$555,000

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 239 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making special appropriations to the Alaska
Power Authority for payment as grants to certain
public utilities for preparing certain end -use*
mstud ie/st;a—ALolzldima_na\l\éemernttf—t rueI;)Cocr-t-Q-; and— advarvca— ra- ,
.aanxca-plans and to the Alaska Public Utilities
Commission for certain costs; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF E STATE OF ALASKA:
/, ooaf&ow
* Section 1. The sum of $500,00ft™ is appropriated from the Railbelt
energy fund (AS 37.05.153) to the Alaska Power Authority for payment as
grants to Railbelt public utilities for the ~cost of preparing end-use

C\IAJ. N rd-ed ‘'rCjavrc.c.

studies, -lead management-reportBr and-advaneo*resoutw- plans required by
law = / 1~710f000

* Sec. 2. The sum of -~5-5-rDW is appropriated from the Railbelt energy
fund (AS 37.05.153) to the Alaska Public Utilities Commission for -a* posi-
ticrf*hose responsibility will be to assist public utilities in the prepa-
ration and review of Load-management and advance resource plans required by
law.

* Sec. 3. The unexpended and unobligated portions of the appropriations
made by this Act lapse into the Railbelt energy fund (AS 37.05.153)
June 30, 1988.

* Sec. 4. This Act takes effect on the effective date of an Act enacted
by the First Session of the Fifteenth Legislature that requires certain

electric public utilities to prepare Load- Hnanagftmefvfe- plans- *and-- advance- .

HB0239B 1- CSHB 239(L&C)
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TO: Representative Kay Brown
ATTN: Eric Meyers

FROM:  Ginny Fay
Legislative 4

RE: Least-Cost Energy Programs and States®" Energy Agencies
Research Request 87.066

You requested information vregarding 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 specific—
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 memorandum is organized into three
parts. The Ffirst part provides background on Jleast-cost energy
strategies. The second part discusses least-cost strategies and otuer
pertinent programs in specific states (Pacific Northwest, 1i.e., Washington,
Oregon, 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 1in 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 capac-—
ity to meet the demand of the 1990s. Utilities are reluctant to make these
investments, however, because electrical demand has grown below expecta—
tions during the last decade. There are also numerous examples across the

~“Roger F. Naill and Roger W. Sant, "Electricity Markets in the 1990s:
Feast or Famine?", Public Utilities Fortnightly. April 26, 1984, p. 19.
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nation of additional facility construction 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 1in Indiana, Zimmer in
Olio, and Seabrook in New Hampshire. In these cases, public utilities
commissions vrarely had the opportunity to evaluate whether the additional
construction was the most cost-effective means of lyiruj future energy

or whether the energy was 1in 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 1is intended to protect the public interest; it 1is 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 1is 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 were

not passed on to wutility 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

clear that past electric consumption is not necessarily a good predictor of
future demand.

As mentioned 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 capac—
ity. Most wutility 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 incen—
tive for regulators and some wutilities to seek an improved ability to

review resource planning decisions before such disasters occur.

One planning alternative 1is a least-cost resource planning strategy. The
basic concept is for utilities to stop thinking of themselves as deliverers
of electricity or gas, but instead as marketers of energy services: the
heat, light, or power needed to operate the buildings and industries in
their service area. Their strategic objective 1is to deliver energy serv-—
ices at the lowest possible cost to customers, which is why it is referred

2Renee Haman-Guild, "State Involvement in Utility Resource Planning:
Towards Partnership,” Public Utilities Fortnightly, April 18, 1985, p.

22.

31lbid.
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to as a least-cost strategy. This strategy leads them to consider
conservation options (or end-use technologies that conserve electricity) on
an equal basis with constructing new generation facilities in their
resource planning. The growth in the demand for energy services can be met
by either saving energy or constructing additional generating capacity.
Marketing 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 wusers 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 primaryfuel consumption though deliv—
ered or end-usefuel consumption and on to the final consumption of
energy services. In 1980, the United States consumed 78 quadrillion
Btu"sof primary energy inputs (such as coal, natural gas, oil, or
renewable fuels). 0f this, only 60 quadrillion Btu"s were delivered to
consumers. The 18 quadrillion Btu"s (23 percent) difference was lost in

the conversion of primary inputs into more usable forms (mostly in elec—
tricity generation) and in the transmitting and distribution of energy to
consumers.

The energy delivered to users again requires conversion to produce services

of value to consumers. This conversion occurs 1in energy-using devices in
buildings and industries. Final useful energy services totaled 33 quadril—
lion Btu®s 1in 1980, or 42 percent of the primary energy consumption in that
year.

Because of large conversion losses, it 1is 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 petroleum products coupled with the ample technical
ability to reduce conversion losses resulted in increased development and
investment in more efficient end-use energy devices. Amory Lovins, a
national energy specialist, testified before the Wisconsin Public Utilities
Commission that the cost of technologies recently developed to save elec—
tricity is five to ten times less than the cost of additional electric

4Roger F. Naill, and Roger W. Sant, 1984, p. 19.

AThis is assuming there are no serious supply considerations such as oil
embargos or dramatic increases in fuel costs.
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generating capacity.® For example, it 1is usually more cost effective to
improve the insulative qualities of buildings than it 1is to increase power-
generating capacity.

Consumers generally act to minimize the cost of energy services (which 1is

not the same as minimizing the cost of energy). Consumers choose the combi —
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

mimics 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.

STATES®™ APPROACHES TO LEAST-COST STRATEGY AND PLANNING

Introduction

Information on least-cost strategy and resource planning in Nevada,
Wisconsin, the Pacific Northwest, California, Florida, Minnesota, New York,
Ohio, Oklahoma, and Texas is presented 1in this section. Nevada®"s approach
and legislation is discussed first and in relatively greater depth because
Nevada is considered a model for Ileast-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 Paths, Ballinger Publishing
Company, Cambridge, Massachuetts, 1977.

AThis 1is 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 distorted 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, 1is intended
to ensure that electric utilities employ accurate forecasts of their future
energy needs and that those future needs are fulfilled using the most prac—
tical and cost-effective means. Some of the impetus for the legislation
was the belief 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 publicutilities commission. Historically, construction
permit proceedings 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 1is 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 manage —
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 essentially monitors the long-range 20-year plan and makes

it a truly dynamic, strategic plan.

8Jon B. Wellinghoff and Cynthia K. Mitchell, "A Model for Statewide
Integrated Utility Resource Planning,” Public Utilities Fortnightly.
August 8, 1985, p. 19.

91bid.
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The Nev'.da Office of Consumer Advocate believes that comPr,ehensive statutes
and regutlatmns for utility resource planning must contain the following
components:

1) Planning Process Integration:  Integration must include a forecast
of futlre demand and “a comprehensivé analysis of demand and supply
options available to meet or alter demand ‘which are then unified to
derive the least-cost resource plan, On a procedural level, regula-
tors must strive for integration of utility rate making and utility
construction permit proceedings with the planning process to ensure
that the process actually reSults in long-term eConomic henefits to
rate payers and financial® stability for the utility.

2) Sufficient Methodological Specification: Specification of
Plannl_ng methodology is™ necessary to ensure that state-of-the-art
echnigues are employed, .consistency between filings of plans
exists, and a systematic review process for the public’ and regula-
tors .is established. This should not be so rigid as to preclude
planning innovation by utility planning staff and” permit flexibility
where appropriate.

3) Required Implementation: The resource planning process must
require the submission of an action Plan for regulatory review. The
plan must detail the means by which the utility “plans “to acquire and
Implement resources, with coSt-effectiveness beéing the key priority.

4) Utility Responsibility for Plan Creatjon: If integrated demand
and supPIy planning is to be internalized b}/ investor-owned util-
ities, the expertiSe and data for plan development must originate
from within.  This increases the likelihood that the utilities will
abldtedby their plans and that they will be more successfully imple-
mented.

5) Plan Enforcement:  Unless the regulatory process provides for an
effective enforcement mechanism to ensure that the utility ade-
quately conducts. the planning process and follows throu%_h with the
acquisition and implementation of plan resources, the entire process
can hecome a meaningless exercise,  Procedural integration of the
planning 8rocess can “greatly facilitate enforcement of the planning
process.

Wisconsin

The 1975 Wisconsin Power Plant Siting  Law and implementing regulations of
the Wisconsin. Public Service Commission (PSC) gave the _Commission broad
planning, siting, and environmental review authority.  This landmark law

10Jon B. Wellinghoff and Cynthia K. Mitchell, 1985, p. 20.
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initiated canamty _planning and. the evolution of least-cost planning in
Wisconsin.  The I€gislation™ requires each utility to file an "advance plar"
for the construction of facilities.  The biennial filing must include a
long-range, 20-year demand forecast, plans for the construction of proposed
generatmg and ‘transmission facilities, and an apalysis_of alternatives to
he proposed generation and transmission facilities. . The utility advance
Plans are submitted to the PSC, which compiles the individual plans into
the statewide advance plan (see Attachment' B for Wisconsin statutes and
information on the PSC).

In the fall of 1986, Wisconsin completed its fourth statewide advance
P_Ian. In reviewing this plan, the commission (for the first time) estab-
ished integrated” least-cost planning of both supply and demand-side
options as the framework for utility “submissions in the upcoming fifth
advance plan.1l  The ﬁrevmus lack “of integration of supply and” demand
analyses ‘was seen as the only major short-coming of Wisconsin's planning
effort; this su_pﬁly and demand Integration pldces Wisconsin's planning
efforts on par with ‘those of Nevada.

In contrast to Nevada, which passed least-cost legislation, wrote
accompanylnq regulations, and introduced their first resource plans in an
approximately one-year period, least-cost planning started earlier but was
an~ evolutionary process in Wisconsin. ~ This ‘successful evolution was
dependent, however, on a strong statutory framework and the authority
vested in the commission 12~ The Wisconsin PSC indicates that a planning

framework should contain the following elements:

1) The commission should have the authority to require utility
submission of long-range plans on a regular basis.

2) The commission should have the authority to approve or relect plans
based on a_ weighing and balancm? of & broad set of factors (eco-
nomic, environmental, health, safety, reliability, engineering) in
order to best serve the public interést,

3) The commission should have the authority to modify submitted plans
to make them acceptable. This is the most important tool to shape
the direction of future utility plans. The rejection of plans alone
may leave no option for proceeding.

4) There should be a link between the plans that are filed and subse-
quent approval of construction proposals and rate cases which imple-
ment those plans. This allows 'the commission to monitor the imple-
mentation of plan directions and makes plans truly strategic.

5) Utility plannin% should be open to the public and state agencies for
review' and input.

AMary Lou Munts, . Chairperson, Wisconsin Public  Service Commission,
"Least-cost EIectnc;tY, lanning: Barrier. and Benefits", presentation to
the National Association Regulatory Utility Commissioners convention,
November, 1986.

121bid.
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The Wisconsin  PSC has wused this authority to make two rather dramatic
changes in energfy directions.  The first occurred in 1978, with the sub-
mission of the Tfirst advance plan. Utilities were planning .to construct
seven new nuclear units, totaling 6,500 megawatts of_capamty in the state.
This included three units for Which there” were active applications before
the commission, élt should be noted that Wisconsin's total generatm,?
capacity was 10,500 megawatts. in 1986, which is considered adeqUate unti
the laté 1,9903)n. . The commission determined that nuclear power would not be
an economic choice, and directed the wutilities to cease planning for
nuclear power. It 1s uncertain if or when the utilities would have réached
this same conclusion, but the commission believes that at least two plants
specifically rejected by the commission would have heen commenced
goltlentlaslly costing Wisconsin consumers hundreds of millions of
ollars.

The second planning redirection ordered by the commission was the assess-
ment that conservation, renewable resourCes and cogeneration were tech-
nically and economically feasible alternatives to tfie conventional power
plant.” This recognition led to the requirement. that utilities prepare
plans that consider these alternative resources with the goal of avoiding
new power plant construction.  Least-cost jintegrated “planning IS an
extension  of this direction and requires that all ootions Dbe evaldated and
compared in a systematic and comprehensive framework. 4

The Wisconsin _ commission views the comprehensive  planning process as a
?reat opportunity to save rate payers money by reducing unnecessary expendi-
ures and by creatln% a more,fmanmallx stable environment for utilities.
The){_beheve that the benefits to both consumers. and utilities of their
evolving least-cost planning process have far outweighed its costs.

Pacific Northwest

The Northwest Conservation ~and Electric_ Power Plan was issued April 27,
1983, pursuant to the Pacific Northwest Electric Power Planning and Conser-
vation Act of 1980 (also referred to as the Northwest Power Act).  The act
established the Northwest Power Planning Council, comprised of ‘eight mem
bers, two each from the states of Idaho, Moptana, Oregon, and Washington.
The council in part, is authorized "...to achieve cost-effective consérva-
tion, to encourage the development of renewable resources,...to assure the

131bid.
141bid.
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region of an efficient and adequate power supply."15 Under the Northwest
Power Act, the Northwest Power Plan must be reviewed at least every five
years to determine if the action plans that identify near-term objectives
and. measures are Dbeing met. = Because of the number of changes” in the
r1e998|éJr|1€I electrical erergy picture, a new plan was adopted “in January

The Northwest Power Plan was utilized in part by the Nevada Office of
Consumer Advocate and the Nevada Public Utility Commission as_ a reference
an _?mde_ In tne development of Nevada's statutes and regulations. Major
similarities between the regulations can be seen througholt. For examP_e,
both require the development of a range of forecasts to "assess the sensitiv
ity and risk of resource options to demand uncertainty. Also, both require
the development of two-year implementation plans.. "The major differences
between the Pacific Northwest and Nevada legislation are in the areas of
responsibility and enforcement.

Both of these differences stem largely from thefact that the Northwest
plan is developed on a regional basis, = The plan_is not tailored to the
unique characteristics of individual utilities.  Therefore, the burden of
plan development rests with the council_ and notutilities.  The council
also has limited powers of enforcement.The Bonneville Power Authority
(BPA) and other utilities can seek exemptions to components of the plan's
requirements, specifically the model conservation standards. If adopted
throughout the region, the conservation standards could save the Northwest
two to four coal power plants.  Unfortunately, man>t/_of the region's  major
utilities have failed fto sign long-term conservation contracts with the
BPA. A preliminary study bY the council indicates that delaying conserva-
tion standards two ‘years could cost the region $200 million.1/

California

The state of California has two state agencies actively involved in utility
regulation, the Caljfornia Energy Commission (CEC) and the Californja Pub-
lic Utilities . Commission (CPUC].”. In general, the CEC s responsible for
requlating utility long-range actions such as resource planning. The CPUC
Is” responsible for regulating utility short-term actions such as general
rate cases and current “conservation programs.

15"Pacific Northwest Electric Power Planning and Conservation Act,"
%JSnOnevHIe Power Administration, U.S. Department of Energy, December 5,

Ib"Report to the Governors-elect of Idaho and Oregon,” Northwest Power
Plannirg Council, December, 1986.

A'Northwest Energy News," Northwest Planning Council, Vol. 3, No. 6
November-December, 1984,
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The 1975 Warren-Alquist State Energy. Resources Conservation and Development
Act In part established a state policy "... to employ a range of measures
to reduce wasteful, uneconomical, and "unnecessary uses of enerqy " The
act requires the CEC to prepare and submit to the governor and Tegislature:
1) a biennjal report assessing current and futuré energy trends in Cali-
fornia; and 2) a state energy policy with recommendations for its  imple-
mentation. In developing theSe reports, the CEC requires the utilities to
submit lon -ranT%e supply” and demand analyses using methodology prescribed
by the CEC. e utlllty reports submitted. io thé CEC must Tontain five,
tiwelve and twenty-year forecasts for electric demand, assessment of supply
capacity to service this demand, options for reducing demand, utilization
of  “pnservation programs,and potential sourcesof energy (see Attachment

According to an analysis by the Nevada Office of Consumer Advocate, the
CalifornTa landmark legislation is lacking in four respects:

it does not specifically re(%uire the development and .implementation
of a least-cost plan éven though it requires utilities to assess
conservation and available options to reduce demand.

there is no formal integration between the CEC Ion%;range planning
efforts and the CPUC fate case proceedings. ~ This Weakens the
implementation and monitoring . aspects of fhe long-range _plannln?
effort and increases the likélihood xhat important “information wil
fall through the regulatory "cracks".

the CEC has no clear power of enforcement of plans. Permits are not
%E?)IEd based on a utility's failure tosubmit information to the

the CEC rather thun_the utility has the primary responsibility for
glafrfl delvtelopment. This can make implementation “and enforcement more
ifficult.

The State of Californja has indicated, however, that its energy policy is
moving away from an integrated resource planning approach to an  "avoided
cost"“or "marginal cost" “philosophy for issuing “permits for the construc-
tion of additional suppI){ capacity.  Under this system, permits for new
generating facilities would be issued with the understanding that utilities
would only be paid its "avoided or marginal cost" for enerﬁy from the facil-
ity at the time it comes on line. . Because of the very Righ cost of addi-
tional generating capacity, it is_likely that ttgs process could lead to no
construction and” subsequent capacity shortages.

18Warren-Alquist " Sections 25300-25323.
AWellinghoff am chell, 1985, p. 22
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Florida

The 1980 Florida Energy Efficiency and Conservation Act (Attachment E)
requires “... increasing efficiency “of the electrjc and natural gas systems

of Florida and the end uses of these sources of en_er_gzy equlations
adopted b%/, the public service commission require utilities to "review and
revise ufility ‘operating practices...plan development of the bulk power
system.,.incréase the éfficiency of ‘existing generating units...aggres-
sively integrate nontraditional ‘sources of power” generafion...and ingfease
efficiency of transmission and distribution systems." The act established
a five-year goal (beginning in January 1981) “of an approximate 25 percent
reduction for~all eleCtric ‘utilities i peak demand and energy consumption.

The _governor's energy office 1985 annual report states. that reducing
Florida's per capita energy consumption and the state's reliance on_ petro-
leum is the primary goal” of the office._ Conservation is the principal
focus for the energy office's program.  The second major objective is the
Promonon, of renewable energy resources, especially ‘solar “energy.  The
hird major ob{ectwe Is to “effectively plan for energy disruptions as a
result of the state's dependency on petroleum.

Under Florida's planning provisions, the public service commission sets
goals wnich the utilities must meet. Florida has been successful with this
approach; utilities have shown an .increasing spirit of cooperation in
voluntarily proposing major conservation and load management ?rograms. _
utilities “have proposed new generating facilities despite Florida's high
population. growth rate.  Flofida's statutes and regulations, however, do
not constitute an integrated resource _plann|n1g process,  Neither a least-
cost nor an |mﬁlementat|on plan is required. . The utilities do not independ-
ently assess the optimal level of conservation potential but instead work
undér the commission's established goals.  There is also no enforceable
regulatory connection between resource Pla_nnmg and construction permit
proceedings.  The success to date of Florida's process appears to he a
result of” the commitment of the people involved in the process rather than
the structure of the Florida statutes and regulations.2l

Minnesota

Minnesota is in the process of establishing least-cost pIanmn% legisla-
tion. The stated purpose of the legislation is "...to assure that Minne-
sota consumers pay the lowest cost ‘possible for electricity. Least-cost
pIanmn? would “réquire that electric utilities plan to “invest in  all
cost-effective supply and demand options (i.e., conservation, cogeneration,

21Wei 1 inghoff and Mitchell, 1985, p. 22.
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and renewable ener?y) instead of building exeenswe, environmentally risky
new power plants t0 meet consumer needs. . Least-cost planning would tie
together the state's review of electric utility rates, ‘advancé forecasts,
requests for permits to build new power plants,” and conservation." Minne-
sofa also identifies the following Denefits from least-cost planning:

Significant cost savings to all sectors of the state's econo..y;
InCreased use of environmentally cleaner sources of energy,
Decreased deRendenc_e on nonrenewable fossil fuels;

Financially healthier utilities; and R
Improved coordination of state agencies' responsibilities.

The least-cost planning section of the draft legislation requires utilities
to submit least-cost plans to the public utilities commission biennially
commencing in 1989, ~ The plans must include  annual demand, sources of
supply, and energy forecasts for a 15-year period. The supply and demand
forecasts must D€ integrated to obtain a least-cost option, = The public
utilities commission is” given the authority to agpsprove, modify, or reject
the plan.  The draft legislation appropriates S$500,000 from " the general
fund to the public utilities commission to carry out. the Ie?_|s|at|on, which
includes the development of regulations and the "addition of five staff posi-
tions. The appropriation is ‘availaple until January 1, 1989 (see Attach-
ment E for a copy of the draft legislation).

New York

The 1976 State Energy Law established a State Energy Office to work with
other state agenciés in the development and coordination of an overall
state energyprogram.  Members of the New York Power Pool are required to
Prepare an""annual, comprehensive, Iong-range forecast of future demand,
uture generation facilities, and anticipated expenditures. for conserva-
tion, [oad management, electric . generation, and .transmission, . The
State Energy OffiCe conducts hearings on the utilities' composite flllnp
and prepares a report of the long-range electric and gas demand and supply
requirements of the state,

The public service commission is required to review the plan to determine
whether it is cost-effective and whether the plan will result in S|_(t;_n|f|-
cant energy savings.  The commission must also determine if additjonal
supply capacity is warranted based on the plan. . In 1984, the commission
set d_major néw energy conservation policy requiring each of the state's
electric utilities to place ener(rly conservation on equal footlntg with power
plant . construction and alternalive forms of electric generafion.* = The
utilities have been directed to commit portions of anndal revenues to the
development of comprehensive energy plans (see Attachment G for New York
energy statutes).

225tate of New York, Energy Law, Chapter 17-A, July 26, 1976.
23New York Public Service Commission, Order 84-15, May, 1984.
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Ohio

The state of Ohio initiated least-cost resource. planning. in November 1986
through a grant to the Public Utilities Commission of Ohio to research the
methodology of incorporating least-cost options into the requlatory
process. “The study is, being conducted in cooperation with the Ohio Office
of Energy Conservation. . Least-cost Rlannlng_ IS a pr|0r|t¥ of the
governor.””  Energy .conservation is also a |9h priority of the state; con-
Servation is_considered a primary tool to foster economic development In
Ohio. . In 1983, legislation was "passed that requires every major gas and
electric utility to submit a long-range forecast and a description of
Bla_nned utility SUPW resources to the Public Utilities Commission of
hio. ~ The present least-cost study is aimed at amending the current
statute to specifically require intégrated least-cost resolrce planning.
S(teet At‘ttachment G for an overview of“the Ohio least-cost study and Ofio
statutes.

Oklahoma

Qklahoma does not have ~a_ formal least-cost planning effort, but the
Oklahoma Corporation Commission (OCC, which is the public utilities  commis-
sion) "encourages” utilities to do so. The legislature has also given the
OCC "a directive to hiennially prepare a_10-year electricity supply and
demand forecast. 4  The Pubfic “Service Company of Oklahoma™ proposed to
the commission a comprehensive rate program which the company calls the
"New Direction."  The program's goals--to encouraP_e conservation, decrease
the need for future generdating units, improve utilization of existing gen-
erating equipment, and providé opportunity for greater consumer chojce--are
similar to most least-cost resource Planmng eéfforts.  Tha New Direction
program uses an innovative rate structure to attain these goals. The pro-
gram has been in place since 1984,

The New Direction strategy utilizes the market?Iace and the most powerful
marketing vanable--lorlce--as both a fundamental cause of and potentjal
solution” to the problems of customers and utilities. A selection of price
and service options as well as meaningful incentivesfor prudent and effi-
cient energy use are offered to various customer segments. The New Direc-
tion progrdm recognizes the difference incustomer needs and their effect
on the energy marketplace.  Finally, the stratng recognizes that only
those SCustomers who require special” services should pay” for those serv-
ICes.

245’8557ona1 communication, Oklahoma Corporation Commission staff, January

25Baker, Hamp, "A New Direction  for an Electric Utility - A Commis-
glgoner's Viewpoint," Public Utilities Fortnightly. November 22, 1984, p.
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The New Direction program offers the following four residential programs.

an optional base price which offers price incentives to residential
customers who can minimize the amount of energy they use above 800
kilowatt hours (KWH) per month during peak months;

incentives to customers who upgrade low-efficiency equipment to
high-efficiency units;

price reduction for homes qualifying as energy-efficient; and

a price break _for customers who consistently use less than 400 KWH
per month. 5 This latter option rewards cuStomers who consistently
conserve electricity; it is opposite to previous electrical pricing
options which encouraged energy usage by reducing the price as con-
sumption increased.

The program also offers commercial and industrial programs which include
level-of-service _price schedules, time-of-day prices,” and an industrial
interruptible price option.  Similar to_the ‘residential programs, the
Industrial and commercial programs recognize the different needls of cus-
tomers, reward conservation, and are aimed at shifting demand away from
high-use periods to lower-use periods. Basic to the program is the recogni-
tion that the cost of energy is not constant throughout the da¥ or “the
year. Variable pricing encourages customers to alter ‘their use patterns in
order to use cheaper “power. The program, achieves more efficient use of
energy through load management and encouraging conservation.

The ~ New Direction program is revenug neutral, meaningthat itoffers no
immediate revenue increase to the utility company. The ™ ten-yeargoals for
the pro?ram are: 1) no chan%e in energy sales; "2) reduce peak demand 527
megawatts (13 percent) whichequals oné mahor generating unit; 3) reduyce
enérgy prices Dby ten ‘percent per kilowatt-hour; 4) lowerrevenue require-
ments” by $566 niillion; and 5)earn a reasonable return oninvestment. . The
OCC requires that the program must benefit all the customers of the utilit
(both those who qualify for new rates, credit, or payments and those who do
not). - See Attachment | for more information on the New Directions pro-
gram.

261bid.
271bid, p. 2.
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Texas

In 1983, the legislature amended the. Public_ U tility Requlatory Act to
require, the Texas Public Utility Commission (TPUC) to” develop a ‘long-term
statewide electrical energy” forecast to be sent to the governor
biennially. ~ The forecast. must include an assessment of how alternative
energy sources, conservation, and load management will meet the state's
energy _needs.  The  actalso requires each utility to submif to the
commission a ten-year_forecast of demand and supply options available to
service the demand. The Texas legislation requires an integrated resource
planning approach.  Least-cost planning, however, is addressed only in the
rules developed by the TPUC.

Recent conversations  with TPUC staff indicatethat the resource plannlnP
Bro_c_ess IS presently expenencmg considerable upheaval.  While the Public
tility Regulatory "Act 'is considered fairly rigorous, the rules. developed
by .thé TPUC commissioners are considered too general to be hinding on the
utilities. This has resulted in utilities filing plans that are considered
inadequate by TPUC staff and the public. _In September 1986, 16 Texas con-
sumer groups “filed a petition against the TPUC to expand the rules and make
them more specific. The petition was denied by the commissioners, who
instead created a task force to studY the problem. = Public hearm(t;s regard-
ing these controversies are presently underway. = See Attachment J for a
copy of Texas statutes, rules, and the’ citizen petition.

ENERGY AGENCIES AND POLICIES IN OTHER STATES

The .organization and function of energy. agencigs in the states appears to
be in "a transitional stage.  Conversations with staff at the Council of
State Governments, National Conference of State Legislatures, and a number
of state energy aPen(:les_ indicate that department” level energy agencies
were usually eéstablfished in the mid-1970s in response to the 0l embar?o.
There is presently a, trend to dissolve these departments and_shift the
responsibilities to divisions or offices in. other agencies. The reasons
for these changes_ were most _ often identified as bemg_part of a more
general  consolidation trend aimed at increased fiscal efficiency and/or a
maturation and shift in state energy p0|IC%. The majority of states'
energy agencies are divisions or offices. Table 1 presents the most recent
summary 0f state energy agencies dates from the 1982 Book of the States.
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The structural organization  and role of these agencies are generally a
reflection of energy policy in the state; policies ‘in the states tend to be
influenced by whether the “state is a net buyer or seller of pnmar* energy
resources. ‘States that are primarily buyerS and/or heavy users of energy
resources focus their energy policy “towards, conservation.  An example 13
Ohio which has an Office of 'Energy Conservation in its Department of Devel-
opment.  Staff in that office ‘Stressed that energy conservation is con-
sidered a primary development tool in Qhio. States that are producers of
e,ner?y resources “tend to be more focused on production and are often rela-
tively h|(;éh_oer capita users of energy. The higher use of energy may in
P,art be attributed to the lower price “0of local resources and/or the percep-
lon that these resources are not scarce. Regardless of whether states are
net buyers or sellers of energy resources, the office or division of energy
Is oftén part of the governor’s office or in a department of commerce and
economic development. ™ In regard to your question concerning the consoli-
dation of other state energy” programs, almost all other states' programs
appear to he considerably niore consolidated than Alaska's. The only eXcep-
tion to this is California, where theorganization of energy programsis
very complex as a result of the the state™s large population”"and size.

For all states, the three ma|or government ener%y responsibilities are
regulation and plant siting,. planning and forecasting, .and conservation.
Most states . pface regqulation and” siting responsibilities with their
public utilities commission (PUC).  The dévelopment of new projects are
almost always reviewed by PUCs in other states. . The primary function of
commissions “i1s to balancé the public's and utilities' intereSts. —Because
of this, most states also have a consumer advocate office staffed with
economists and attorneys to represent consumers before the commission:
utilities are usually amply represented. There is_no office In Alaska that
plays the role of & consumer advocate office. Generally speaking, other
states' PUCs  are statutor||)( granted _greater _author|t¥ to provide more
utility ~oversight than the Alaska PUC.The majority of states have three .
commissioners “in the PUC; Alaska has five "(seé Table 2).  Attached is
information on ut|I_|t?/ regulation in other states and a draft model con-
sumer advocacy legisfation prepared by the Council of State Governments
(Attachment KY.
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Many. of the functions of the Alaska Power Authority (APA) are conducted by
?ubllc utility commissions, utilities, and energy offices in other states.
he APA also” .appears to be a unique entity among the 50 states.  There
are power project bonding authorities in other states but their roles are
usually limited to that function alone. West Virginia created the Public
Energy Development Authority in 1985 to issue "honds for constructing
energy-related facilities (i.e.,. power plants and  transmission lines).
The “function of the West Virginia authority is only to issue honds.
Energy plan development and factlity promotion” and financing are generally
viewed as conflicting objectives in ‘other states.

In the area of planning and forecasting, these activities are usually the
responsibility of the ‘office or division of epergy.  Moit of the states
discussed, in" this memorandum have an extensive "planning process which
results in the development of a statewide plan, = The planning process
entails the specification of energy policy and the formulation ‘of objec-
tives. or goals, The plan identifiéS how these objectives are to be met and
requires ~implementation and monitoring to assure that the goals are
achieved. True strategic plans such as those of Nevada and Wisconsin are
a dynamic process. Incontrast, Alaska's Energy Plan, which is prepared hy
the " APA, IS more of a catalogue of energy Infofmation and activities. Thi$
i probably the result of the lack of a Jead energy agency formulating
state energy policy and the disaggregation of programs among agencies.

States vary considerably as to whether they conduct energy plans or whether
the utilities are required to present plans developed “in "accordance with
state statutes and re,%ulanons which are then incorporated by a state
agency into a statewide  plan.  Most of the states discussed in this
memorandum require utilities to submit plans; the costs_ for plans are
covered by utility rates which are approved by the PUC. The states which
require utilities " to develop plans have ?enerally been more successful with
implementation and enforcement. In stales where utilities prepare plans,
the office of energy conducts demand and supply forecasts, provides tech-
nical information régarding conservation and alternative energy, and takes
a lead role in formulatln% and carrying out state energy policies. In
Wisconsin, for example, fthe PUC writeS a statewide energy plan which
l.ocorporates the plans submitted by individual utilities.

In some. states, the PUC is responsible for ,ener% planning and demand
forecasting. They believe this more closely ties the planning process. to
utility rate detérminations, which is the "ultimate oDbjective” of utility
requlgtion. = The Wisconsin PUC, for example, has divisions of planning,
rafe determination, and conservation.
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Many of the offices of energy. have a separate functional section that
covers conservation, we/itherization, and federal Programs. Energy assist-
ance (federal dollars to directly pay utility bill), “however, is™sometimes
administered through departments of " social " serv® q with other state and
federal low-income “assistance programs. In Alaska, weatherization and some
federal dollars are administered by the  Department of Community and
Regional Affairs; energy assistance 1§ administered by the Departmént of
Health and social ServiCes.

|f you have any questions, or wish additional information, please contact
this agency.

Attachments
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P.O. Box Y, Slate Capitol
Juneau, Alaska 99811-3100
Mail Stop 3100
(907) 465-3991

March 29, 2988
MEMORANDUM
T0:  Representative Kay Brown
ATTN:  Eric Meyers

FROM:  Ginny Fay
Lecrslative

RE:  Regulation or'eoogerative and Publicly-Owned Electric Utilities
Research Request 88.227

You requested information on the regulation of electric utilities in other
states. . You are interested in the” number of states that: (1) regulate
cooperative and publicly-owned electric utilities and (2) require advanced
siting approval for new utility construction projects.

Based on the "1985 Annual Report on Utility and Carrier Regulation,” b}/ the
National Association of Regulatory Utility” Commissioners, forty-five ot the
fifty states have electric “cooperatives, ~ Coincidentally, fort¥-f|_ve states
also” have public utilities such as municipal utilities.” Twenty-five of the
forty-five states with cooperatives (fifty-six percent) regulate their
rates.  Of the twenty states thatdo rot regulate cooperatives, one
(Minnesota) allows for ‘members to elect to be regUlated, another (Nevada
exempts cooperatives only if all their sales ?.re”to. members, and a thir
(Wisconsin) "regulates a° cooperative if its activities include functions
that make it a Pubhc utility under Wisconsin statute (Attachment A). In
tt_ent,y-three of the forty-five states with publicly-owned electric
U

W !
ilities (fifty-one percent), electric rates are subjéct to regulation
(Attachment A).

Eighteen states require advance _apsproval,or certification for construction
of” additional generation facilities by investor-owned electric utilities.
Twelve require " advanced approva] forelectric cooperatives and nine for
publicly-owned electric utilities (Attachment B). ~ Twenty-two states
required advance approval for construction of ‘“distribution lines by
investor-owned electric utilities.  Fourteen states require approval for
cooperatives and ten for publicly-owned utilites (Attachment B).

| hope this informationis useful. Please do not hesitate to call if you
have additional questions.

Attachments



ATTACHVENT A

Regulation of Rates: Electric, Gas and
Telephone U tilities
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FOOTNOTES -TABLE 3
REGULATION Of RATES: ELECTRIC,GAS AND TELEPHONE UTILITIES

Tha FERC has statutory jurisdiction over tha power and transmission ralo* of the Bonneville Power
Administration and jurisdiction over power and transmission rate* of DOE'a other power marketing

agencies aa delegated by the Secretary of Energy. Rate* for the transmission of non-Federal electric
power over the Federal Columbia River Transmission System became effective upon confirmation and
approval by FERC under the Federal Columbia River Tranimiaaion System Act.

Publicly owned utilities are regulated aa to service area. Full regulation ia imposed when competition

exisU between municipal and aimilar utility.

Public utilities regulated when outside of municipal boundary only.
Same aa for private utilities and co-opa for feciluiea outside of 3 miles from the corporate Ilimits of
municipalities. Commission has nojurisdiction within the 3 mile limit.
Only if eamings exceed 8 percent of original cost of plant in service or if discrimination between
claaa of customers.

Municipal utilities exempt from State regulation.

Authority limited in individual cases by legislation or court decision.

Municipally owned utilities are fully regulated with respect to service beyond five miles of municipal
boundary.

Not over publicly owned electric utilities served by NYS Power Authority. Publicly owned gas or
electric utilities need not decrease rates unload investigation was basedupon complaint of 25 or more
active customer*.

No natural _js in Puerto Rico.

Only when service extends beyond the corporate limits of a publicly owned utility company.

None in slate.

Seven monlha after filing, utility may place a portion of the increase in elTect not to exceed 15% of
their gToss intrastate operating revenue.

Not wunless co-op extends activities to include functions that make it a public utility under the statutes
(except to portion ofco-op service within incorporated municipality aa a result of annexation).

Plus 60 days notice.

Authority to regulate rales for interstate and foreign services of telephoneand telegraph carrier*.

FERC reviews rates by interstate pipelines to mainline industrial customer* in certificate proceedings.

Authority not exercised.

The Puerto Rico Telephone Authority, a stale public corporation created by Law 25 (May 6, 1971)
purchased the Puerto Rico Telephone Company.

Commission jurisdiction excluded from rates covered by special agreements with municipalities.

Jurisdiction over all rates either by tariff or contract.

Commission jurisdiction excluded from rates for intrastate service covered by special agreements with
municipalities and rates for interstate services subject to the Federal Energy Regulatory Commission.

Authority limited to rale charged and manner Ofdelivery.

Prim arily Federal Energy Regulatory Commission juiisdiction.

No specific statutory authority.

May Ox temporary rates, but practice is not followed.

Interim rates must be approved and are collected under bond subject to refund.

Commission has authority to grunt partial and immediate rate relief during pendency of final order,
after statutory requirements are met.

May permit rales to go into effect, subject to refund.

Interim rates may be prescribed after u hearing.

Required to advertise 30 days prior to change.

Rates for interstate service subject to FERC.

When not subject to FERC.

Specific authority required to change rotes. Rales do not become effective after a specified period,
consequently, no suspension is required.

Mutual telephone companies in which at least 50% of the wuser* are owners, cooperative telephone
corporations or associations, and telephone companies having less than 15000 customers and less than
15,000 access lines are not subject to rule regulation.

Hawaii law provides that rate increases may not go into effect until approved by the Commission.

Effective July I 1978 for electric and gas private utilities. Effective July 1, 1982 for telephone
utilities.

Emergency only.

90 days at a time; up to a total of 6 months.

Can investigate co-op rates for discriminatory practices.

Except no authority over rates charged to industrial customers by any gas company.

Telephone is the only regulated utility. Electric service is supplied by political subdivisions called
public power districts, electric cooperatives and municipal electric systems. Nebraska is wunique among
the stales in having no private power companies; all electric facilities are publicly-owned or member-
owned. Natural gas is provided by private companies through franchise granted by each city, town or
village.

Basic rate structure regulation only.

Rales for interstate sales are subject to the jurisdiction of the FERC; intraslale rules are subject to

State regulation.

Public utilities regulated insofar as they are owned and operated outside corporate limits.

Municipals cun put rates into effect after 45 days. Tho Board can order bii investigation and rates
may be subject to rebate.

The Commission may extend the ten-month suspension period for periods of time and for leasons
established by statute.

NARUC Annual Reporton Utility and Carrier Regulation 1986
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FOOTNOTES m.TABLE 3

REGULATION OF RATES; ELECJRIC,GA_iAND TELEP -O-Hﬁ.UTILITIES
- ». 0 rT\rv - <)l
If municipality, appellate jurisdiction only. This Commission has original jurisdiction over two public
authorities (River Authority). vr ~No - -

Wyoming Supreme Court decision to effect PSC csnnot regulate g~ rsale for ressle

To extent not Federally preempted.

Only jf authorised by Lieutenant Governor in Council.

Alberta PMC may determine what amounts are eligible for inclusion in cost ofservice.

If for resale outside municipal boundaries. Pursuant to the Electric Energy Marketing Act the
PUB has jurisdiction to Ax the price at which one publicly (municipal) owned utility sells to the
Alberta Electric Energy Marketing Agency.

Only if the municipality has passed a by-Isw approved by the Lieutenant Governor in Council, bringing
itself under the Alberta PUB or if the pullie body is the Government of the Province of Alberta.

Rates must be filed 30 days beforefinal adoption by the Utility; however, the rates become effective
regardless of whether the PSC issues a con ment to the utility on some aspect of its rate structure.

Has authority only at the election of the cc jperative.

Rates cannot be increased without hearings and a subsequent order of the Commission, consequently,

Alberta

no suspension is required.
PUC does not regulate rates of rural telephone cooperatives or of thirteen independents and three

municipals.
Commission has limited review authority over role changes by municipally owned utilities.

One hundred and fifty days beyond automatic 35 days and two additional days for each day of hearings
on merit beyond 15 days.
One year for utilities with 33 million or less annual gross revenues;, indefinite for utilities with over
33 million in annual gross revenues. Interim rates must be acted upon within five months for utilities
with 33 million or less annual gross revenues; no statutory requirements for large utilities.
Rales become effective after seven months if Commission does not lake action.

May be extended to nine months ifjust cause is shown in the Record.

Only with that service which extends one mile beyond the corporate limit*.

Rates of cooperatives providing services to members only are not regulated.

May become deregulated upon majority vote ofat least 15 percent ofeligible members.
Only inlrastate WATS.

Rales arc not regulated lor gas utilities serving fewer than L50 customers.

PSC has state authority to require investor-owned, municipal and cooperative utilities to wheel PSC
ms pre-empted by FERC from setting wheelingrates for investor-owned  utilities, but may regulate
wheeling rates for municipal and cooperative utilities.

Investor-owned gas distribution companies only.

Commission's alternate energy production rules, adopted pursuant to lowa Code Sec. 476.43, set
wheeling rates.

Five local exchange companies must receive approval priorto changing

must give nolice but do not need PUC approval.
The Commrsion has authority to regulate ratesfor certificated interexchange carriers but allows ihe»e

rules; all other 69 companies

rates to be set com petitively.

NAUUC Annual Reporton Utility and Carrier Regulation 1985
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TABLE 42 -CERTIKI VTES, LICENSES AND PERMITS -PART I(CONTINUED)
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FOOTNOTES «TABLE <2 -CERTIFICATES, LICENSES AND PERMITS - PART |

Finding or public convenience and necessity required if another wutility is already offered or is juilior-
iied to ofTer a comparable service in the same area..35 MRSA 13-A.

Authorize exercise of franchise rather than issue certificute of Public Convenience and Necessity.

Present certificate authority Ilimited to gas transmission pipelines, gas storage fields, telephone com-
panies and, in the case of gas and electric companies, to situations where one wutility proposes to ex-
tend service into a municipality presently receiving like and contemporaneous service from another util-
ity.

Answered with "private” meaning investor-owned and "public® meaning municipal or governmental.

Same as for private utilities and cooperatives Tor facilities ouuidc of 3 miles from the corporute Ilimits
of municipalities ~-commiuion has nc jurisdiction within the 3-mile limit.

No, except for service outside (he municipality. General Municipal Law, Sec. JGI, 3G-4; Public Service
Law, Sec. 68.

Implied authority from statute.

Generating plants in excess of 51) MW.

Not necessary to obtain certificate lot extension of its line, plant or system if contiguous to its exist-
ing system and if such extension is not into urea ol another utility of like character, und if extension
is necessary in the ordinary course of its business.

Although certification is noi required, all capital expenditures in excess of $500,000 or 10% ofthe total
plant in service must be submitted to the Commission for review.

The certificates of public convenience und necessity heretofore issued by the Commission for the most
part authorize construction of minoi electric, gas and telephone plant of all sorts, without lime |liitiil,
within specified municipalities. Therefore, _j§ utility needs no additional ceiiificate, other than for a ma-
jor steam electric generating lai-ility or an electric or gas transmission line to construct udditionul plant
within its previously ceitified area. For any construction outside its previously certified area, approval
of the Public Service Commission is lequired. Non-retail gas transmission by exploration companies needs
no franchise, but must meet safety standards and may require an Article VII certificate.

Participates through membership on Puwei Siting Commission, which has authority as indicated. Sole:
Power siting now pan of PUCO.

Transmission lines in excess of 21)0 K\.

Certificates are required if new aieas are to be served by the facilities. The slate is completely

ered for telephone service.

Department has power to rezono propeity lor construction of utility facilities and nmkc takings in Emi-
nent Domain Proceedings.

Limited to when condemnation is required.

Once a utility has been certified by the Commission, the general policy followed by theCommission s
to not require further certification for majoi additions within the service area of the utility.

Certificate needed for extensions into new territory not contiguous to existing service or being solved
by another utility.

Only outside municipal limits.

Indeterminate permits in Wisconsin come into existence by operation of law resulting from any grant
from the State for a municipality to any public utility to own, operate, manage or control any plant
for the furnishing of a public utility service. Whether an indeterminatepermit exists in any given sit-
uation depends essentially upon the existence of such underlying grant.

To the extent that is not in conflict with interstate commerce (Federal EnergyRegulatory Commission
(FERC)).

Only electricity generated by water power.

All territory is incorporated.

Upon proper application.

No, except where duplicate franchises may have lieen grained to more than one utility.

Unless the territory is contiguous Lo another public utility.

Colorado PUC has no jurisdiction over municipally-owned utilities operating inside corporate limits ex-
cept as to gas safety.

To extent a municipality generates |[wwer fot res.ile.

Louisiana Constitution of 1974 giants wide and plenary authority to “regulate” but nospecific certifi-
cation authority is pruvidc-J except by slatule to radio common curriers. Authority may be implied. Al-
location of territory has been undcitaken by General Older us well as HS 45:121 et seq.

35 MRSA, Sec. 212.

Certificates, Permits and Licenses « None in Montana.

The key word here is aulhonty. The Commission ran do all these thingson the bttsistliut utilities must
provide safe, adequate and proper scivlte.

U tilities, at their option, m.ty teqtlesl exclusive territories.

If significant environmental impact.

Electric facilities owned and operated by the government and are regulated by the Commission only lot
rate increases. No natural gas setvice in tlie Virgin Islands other than "bottled gas" which is not u*gu-
lated by the Commission.

The term ‘“certificates of convenience and neiessity” does not apply fui construction, but the agency
does approve mujor udditioiis of all regulatelJ utilities.

Cannot be exclusive territory.

Yes, for licenses hydro-eleciin- projects only

Compression, underground storage and I.Nf) plant.

The 1974 legislature gave leritiury authority to tin- PSC over all elednrs, including municipal and HEAs
to settle disputes umong utilities.

Limited authority.
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KOOTNOTKS «TABLE 42-CERTIFICATES, LICENSES AND PERMITS « PART |
(CONTINUED)

The Regie- ha* exclusive jurisdiction to decide the locution and condition* for connecting the mst.illu-
non* necessary for the operuttun of a public servae. It may ul*o order the sharing of the utilization
of a public service installation (for distribution lines). Kinully, an undertaking must also obtnin the
Regie's authorization to extend or amend service.

The Regie's authorization is needed to abandon service.

Have authority, but no public gas companies in Vermont.

Authority rests with Energy Resources Conservation Uourd loi electric and gas.

Certificates are not applicable to telephone companies and s>stems under the Ontario TSC jurisdiction.

Participates through membeiship on Connecticut Siting Council which has authority indicated.

The Board has power to grant franchises but not certificates of convenience except wheie territory
already served by a public utility. Board's approval is requited for expenditures to construct major ad-
ditions. Consent of Board is required for any abandonment of line* or works.

Notice of abandonment must be tiled as a change in rules and the effectiveness may be suspended for
five months.

There are no public gas utilities in Oregon.

All electric and telephone utilities, including cooperatives und municipals, must have Commission appro-
val to serve outside assigned service areas. Gas utilities serve on a local franchise basis.

MPUC approval required (or constiuctton of electric generating and transmission facilities under 35
MRSA Section 13-A.

The utilities are owned and uperatcd by the government; the Commission has authority over rates only.

Only if outside of certificated service area.

Generating plants with capacity of 12 MU or greater.

Transmission lines rated 10U KV or greater.

Only upon the request of the appropriate utility.

Article VIII of the State's Public Setvice Law establishes within tin- Department of Public Seivuv a
Board on Electric Geueiation Siting .uid the Environment intended to have one-stop siting jurisdiction.
The Chairman of the Public Service Commission acts as Chairman of the Board. The other membeis me

the Commissioners of Envuonineiitil Conservation, Slate Energy Office, Health and Commerce, an ad
hoc member appointed b> the Governor, who shall be a resident of the judicial district in which ihc
facility as primarily proposed is to be located, and jii ad hoc member appointed by the Governoi, who

shall be a resident of the county in which the facility as primarily proposed is to be located.
Article VII of the Public Seivice Il-uw lequires a certificate for major elecuic and gas transmission lines.

li does not apply to telephone lines.
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Alaska Consumer Advocacy Program

U e — - nNn- -

513 West Seventh Avenue « P.0. Box 103111 » Anchorage AIaska 99510 « (907) 272-6355

Rep. Sam Gotten, Co-Chair March 31, 1988
House Resources Committee
Pouch V

Juneau, AK 99811

Dear Rep. Gotten:

or 278-3663

This letter 1is written in reference to discussions during
the 3/31/88, House Resources Committee hearings on HB 238/9.

During the discussion pertaining to intervenor funding,
qguestioned its relationship to the Alaska Consumer Advoc
Program and ACAP 3 funding. I would [like to clarify the A

you
acy
CAP

funding mechanism and stress the importance of the separate

intervenor funding provided in HB 238.

ACAP is currently operating under a competitively awarded

contract with the State of Alaska, Dept, of Commerce and we

are

charged with vrepresenting consumers ~ interests in gas, electric

and telephone utility issues. ACAP receives no other funding to
conduct this state-solicited function. It is interesting to note
that some 40+ states currently have funded consumer
representation on utility issues. Alaska is wunique in having
chosen this contractual method as opposed to incorporating the
function within some appropriate branch of government. Alaska

choice, through contracting, has brought it the best ol both

worlds--providing the necessary function while taking advant
of the cost-savings through competitive contracting.

It is wunlikely that the provision of intervenor fund

age

ing

contained 1in HB 238 would have much applicability to ACAP since

ACAP % contract contains a specific provision within 1its fund
for intervention in dockets before the APUC. At most, ACAP mi
seek reimbursement for costs of expert witnesses in se

ing
ght
lect

situations where its budget would not cover those special costs.

We regard the 1intervenor funding as a critical source of supp

ort

to enable individual utility customers, who might have a specific
concern too narrow to warrant the 1involvement of ACAP % class-
aetion level of representation, to effectively present their
legitimate <concerns. Keep in mind that this, or any other-

intervention, would only receive funding support if it

met

the criteria of being substantive, unique and of important

significance to the case being heard.

As a normal part of its consumer vrepresentation, ACAP

has

concluded that this least-cost legislation is in the <consumers >
utilities” and the states ” best interests. ACAP is merely
fulfilling 1its prescribed responsibilities by advocating for the
passage of this bill. However, as outlined 1in our testimony, we
do so with some apprehension, due to the deletion of Public
Utility Commission preview and approval of power projects. We
feel strongly that there should be greater oversight of

A Rrgject of tre Alesia Rblic iniarel Kiserch Group



construction projects prior to construction. As you know, given
the cooperative or municipal status of Alaska ™ utilities, the
APUC has little recourse but to pass construction costs on to
consumers, even if the additional capacity is expensive and
excessive. The Soldotna 1 gas fired generator on the Kenai
Peninsula is an example of what can occur without prior

construction oversight.

I hope that this letter <clarifies the relationship between
ACAP and 1its promotion of HR 238/9. Please contact ACAP if you
have any questions or comments.

ACAP is strongly in favor of the enactment of this
important and progressive piece of energy Jlegislation. We urge
the prompt passage of this bill from the Resources Committee and

the House. All Alaskans will benefit!

Sincerely,

John D. Hines
Staff Economist
Alaska Consumer Advocacy Program
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STATUTES

Containing Al Statute Lawi of Nevada of a
General, Public and Permanent Nature;
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VOLUME ..

Classified, Arranged, Indexed and Published
(Pursuant to chapter 220 of NRS)
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LEGISLATIVE COUNSEL

STATE OF NEVADA

LEGISLATIVE COUNSEL BUREAU

Carson City, Nevada

PUBLIC UTILITY REGULATION ™75

704.736 Applicability of NRS 704.741, ''04.746 and 704.751. Tho
application of NRS 704.741, 704.746 and 704.751 s limited to any
public utility in the business of supplying electricity which has an annual
operating revenue In this state of $2,500,000 or more.

(Added to NRS by 1983, 886)

704.741 Plan to Increase oupply or decrease demands: Biennial
submission required; contents prescribed bv reguls ‘on,

1. A utility which supplies electricity in this state shall, on or before
July | of every even-numbered year, submit a plan to increase its supply

of electricity or decrease (he demands made on its system by its customers
to the com mission.

2. The commission shall, by regulation, prescribe the contents of such
a plan including, but not limited to, the methods or formulas which
are used by the utility to:

(a) Forecast (he future demands; and

(b) Determine the best combination of sources of supply to meet the
demands or the best method to reduce them.

(Added to NRS by 1983, 886)

704.746 Public hearing on adequacy of plan; determination by
commission.

1. Not more than 60 days after a utility has Filed its plan, the com mis-
sion shall convene a public hearing on the adequacy of the plan.

2. At the hearing any interested person may make comments to tho
commission regarding the contents and adequacy of the plan.
3. After the hearing the commission shall dclerm ir. whether:

(a) The utility’'s forecast requirements Arc based on substantially accu-
rate data and an adequate method of forecasting;

(b) The plan identifies and takes into account any present and projected
reductions In the demand for energy which may result from measure*
for conservation and management of loads in the industrial, com m ercial,
residential and energy producing sectors of the area being served; and

(c)The utility’s plan shows an adequate consideration of the following
possible measures and sources of supply:

(1) Conservation;

(2) Load management;

(3) Pooling of power;

(4) Purchases of power from neighboring slates or countries;

(5) Facilities which operate on solar or geothermal energy or wind;
and

(6) Facilities which operate on the principle of cogeneration w
hydrogcncration.

(Added to NRS by 1983, 887)

(ovtr)



™A.751 Onfatr aooeptang plan or goeckHiyArg Inedegecies; recovery
«t Nt Cow ctwltmtn.

1 Within 106 days aRer a uility hes fild s plan, tte coomiuion
ddll 18.e an aoter acopdiry te plan as il or goecifivirg any portias
of tte plan which tdears e redate.

2. All prudent and reasonable expenditures made to develop the utili*
ry‘t plan, including environmental, engineering and other studies, must
be recovered from the rates charged to the utility's customers.

(Added to NRS by 1983. 887)

7S990 Grant ar danial of gplicatian; required firdigs; ssnvice
cFapies of orter.

1. TI>e commission shall render @ decision upon the record either
granting or denying the application as filed, or granting it upon such
terms, conditions or modifications of the construction, operation or main-
tenance of the utility facility as the commission may deem appropriate.
The commiuion may not grant Qpermit for the construction, operation
and maintenance of a utility facility, either as proposed or @& modified
by the com miuion, unless it finds and determines:

@The basis for the need of the facility;

(b)The nature of the probable environmental impact;

(c) That (he facility represents the minimum adverse environmental
impact, considering the state of available technology and the nature and
economics of live various alternatives, and other pertinent considerations;

(d)Thai the location of the facility as proposed conforms to applicable
stale and local laws and regulations issued thereunder;

(e) That the facility will serve the pjblic interest; and

(0 That if the facility or @part thercof|is intended to meet the rcouirc-
mcnts of customers in this state for electricity, it is included in the utility's
plan to increase its supply of electricity or decrease the demands made
on its system by its customers.

2. If the commiuion determines that the location of all or a part
of the proposed facility should be modified, it may condition its permit
upon such a modification.

3. A copy of the order and any opinion issued with it must be served

upon each party.
(Added »o NRS by 1971. 557; A 1983, 887)

Senate Bill No. 456--Com mittee on Commerce and Labor
CHAPTER 420

AN ACT reliling lo public utilities: requiring < public ulili rich supplies electricity to
lubmil its pUn lo increase iu supply of electricity v .educe demand every third
year; and providing other matters properly reining thereto.

|Approved tune 11, 1987(

THE PEOPLE OF THE STATE OF NEVADA. REPRESENTED IN SENATE
AND ASSEMBLY. DO ENACT AS FOLLOWS:

Section 1. NRS 704.741 is hereby amended to read as follows:

704.741 I. A utility which supplies electricity in this stale shall, on or
before July 1 of every (even-numbered] th”d year, in the manner SpeCIerd
by the CommISSIOH, submit a plan to increase its supply of electricity or
decrease the demands made on its system by its customers to the
commission.

2. The commission shall, by regulation, prescribe the contents of such a
plan including, but not limited to, the methods or formulas which are used
by the utility to:

(a) Forecast the future demands; and

(b) Determine the best combination of sources of supply to meet the
demands or the best method to reduce them.
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A Strategy for Ensuring Utility Investments

OCTOBER 1985

BY PAUL MARKOWITZ

AN INTRODUCTION

| n the past decade, energy price shocks, supply disruptions,

and a major nuclear accident have made it increasingly clear
that America depends upon an unnecessarily high-cost and
high-risk energy system. The sweeping changes affecting the
energy field over the past ten years have perhaps been most
profound in the electrical utility industry. Since 1973. elec-
trical demand has declined drastically. Kiel prices have
escalated, and power plant construction costs have increased
exponentially. Rate increases caused by power plant cost
overruns have significantly raised electric rates and threaten
to add thousands of people to the ranks of the poor and
unemployed.

The concept of a “least-cost energy strategy"” is emerging
among consumer advocates, regulatory commissions, and
utilities in response to the radical changes affecting the
economics of electricity production. The first step towards im -
plementing such a strategy requires that utilities shift their
focus from selling electricity to providing electrical service* ;
the heat light and power needed to operate the buildings and -
industries in their service area.1This strategy enables utilities
to consider programs which promote electrical efficiency on
an equal basis with the construction of new electrical
generating facilities. Thus, utility conservation programs (such
as providing low-interest loans for home weatherization or

cash rebates for the purchase of energy-efficient appliances)

Since 1973, electricity prices have tripled and
utilities have cancelled 180 proposed or par-

tially constructed power plants that have cost
consumers QVEI $16 billion dollars to date.

can be viewed as new e!metrical sources just as assuredly as a
new nuclear or coal-fired power plant

W hile energy efficiency (or conservation) measures are the
most cost-effective of all resource options, and therefore the
cornerstone of a least-cost investment strategy, the concept
really involves utilizing a” resources which provide the least-
cost means of meeting future electrical demand. Thus, |ead
management the shifting of energy consumption from peak
periods of the day into slack demand periods; Cogenerat|0n
the simultaneous production of electricity from industrial heat

processes; and [ENEWAbIE ENergy resources such as solar,

wind, biomass, and water become integral components of

in Conservation and Renewable Energy Resources

utilities’ least-cost energy investment strategies.

For varying reasons, many electric utilities are reluctant to
consider many of the investments which are part of a least-
cost investment strategy, particularly conservation, and it is
left to legislatures and regulatory commissions to enact least-
cost energy planning laws and regulations. These require
utilities to com prehensively assess the potential ofl
resources OptIOHS available for meeting new electrical demand,
and to invest in these options based upon their cost-
effectiveness.

ELECTRICAL UTILITIES:
AN INDUSTRY IN TRANSITION

T he changes affecting electric utilities have been dramatic and

swift. From 1945 to 1970, the demand for electricity grew
at a,i average annual rate of 8 percent, and utilities met new
demand by constructing new fossil and nuclear-fueled power
plants. Economies of scale achieved in power plant size, im -
provements in power plant productivity, and decreasing fuel
costs resulted in declining electrical rates and contributed to
electric utilities becoming one of the most sound financial in-
vestments in the marketplace.

Then the 1973 oil embargo struck, and the world of the
electric utility planner turned upside down. W ith the
astronomical increases in oil prices (and their consequent
price effect on oil-fired electrical generation), demand growth
for electricity slumped to near zero and continued to grow on-
ly a modest two percent annually for the next ten years. At
the xame time, the long term trend of declining marginal costs
associated with larger power plants came to an abrupt halt
From 1971-1981, the real costs (above inflation) forc”~n-
structing nuclear and coal power plants increased eaCh year
by 14 percent and 8 percent, respectively.2

A myriad of factors contributed to the escalation of power
plant construction costs, including: higher interest rates, new
safety and environmental regulations, mismanagement, and
technological difficulties resulting from the rapid escalation in
power plant size. As a result, since 1973. electricity prices
have tripled and utilities have cancelled 180 proposed or par-
tially constructed power plants that have cost consumers over
516 billion dollars to date.3 Utilities across the country are
snuggling to pay for power plants whose electricity is neither
needed nor affordable.

The impact on utility ratepayers from these power plant
cost escalations is devasung. Many of the power plants

ordered in the early 1970’s have recently started (or soon will

Public Ciizen is a member organization of the Energy Conservation Coalition



b efproducing power. The rate shock resulting from the inclu-
sion of these power plant construction costs in electrical rates
(construction costs are generally not passed on to ratepayers
until plants arc completed or officially cancelled) is expected
to increase consumers’ rates 50— 180 percent in many utility
service areas, and impact 35 million families in 25 states.4
The employment and economic repercussions resulting from
these rate shocks threaten to be equally disastrous. In a
report commissioned by Suffolk County in Long Island, New
York, rate increases necessary to pay for the Shoreham
Nuclear Power Plant are expected to eliminate 35.000 jobs,
disqualify 37.000 families from the mortgage market, increase
foreclosures and home abandonment by up to 2000 per year,

and push 11,000 households below the poverty line.3

LEAST-COST ENERGY OPTIONS

A quiet revolution in the energy field has been manifested in
the rapid movement toward least-cost energy efficiency and
renewable energy investments. According to energy conserva-
tion advocate Amory Lovins, since 1979, the United State*
has obtained more than one hundred times as much new
energy from efficiency improvements as from all net expan* >
sions of energy supply. Technological developments have
spurred extensive design improvements in America’'s electrici-
ty consuming buildings and devices. As a result, the efficiency"
of the best available commerriaily-available motors has
doubled, lighting systems tripled, major appliances quad*
rupled, and the efficiency of building space conditio, ring J
(heating and cooling) ha* improved by a factor of tea*

For example, Norelco has developed its SL-18 light bulb
which uses only 18 watts of electricity, yet produces the
same amount of light as a 75-watt incandescent bulb. The
bulb lasts more than 13 times longer, provides light of better
quality, and uses a high-frequency solid-state bailast which
eliminates flicker and hum. By replacing 75 watts with 18
watts, an individual is essentially installing a 57-watt power
plant in their home. The SL-18 repays its high retail cost
($15-520) two-three times over by saving S40 worth of elec-
tricity plus $10 for a dozen replacement bulbs. When univer-
sally used, SL light bulbs and other equally efficient bulbs,
will displace (at one-to-two cents/kilo-watt hour (KW -h)) the

need for thirty 1000 mega-watt power plants (at seven

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.

cents/KW -h.). Savings of similar magnitude exist for appli-
ances, industrial processes, and other electrical end-uses, as
weiL7

Renewable energy technologies such as photovoltaics (solar
electric cells), wind energy systems, passive solar applications,
solar flat plate collectors (for hot water and space heating),
and biomass conversion (wood, alcohol fuels, etc) have aiso
become increasingly cost-competitive. The Public Utilities
Regulatory Policy Act (PURPA) has played a significant role
in this recent transition towards renewable energy resources.
PURPA requires electric utilities to purchase electricity from
small-power (renewables and cogeneration) producers up to

the utility's cost of producing electricity from conventional

*» u

most dramatic example of this shift toward renewables ia
found in California, where by mid-1984 over 10,000 mega-
watts of small, independent sources were planned or under

construction, enough to supply over 20 percent of the state's

power by 1990.® . . L.

In addition to their cost-effectiveness, energg efficient and
renewable energy technologies create several times as many
jobs per dollaras their conventional counterparts. They al3o
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 few utilities have heeded the changing economics of elec-
trical generation, and begun developing programs which
promote least-cost electrical investments. Utilities, such as
Pacific Power and Light, Northern States Power Co, and
New England Electric Systems are finding that least-cost in-
vestment options are not only much cheaper than conven-
tional generating sources, but also improve their own financial
well-being. South California Edison, one of the nation’s largest
utilities, announced a change in its 1981 corporate policy
which involved “devoting corporate resources to the ac-
celerated development of a wide variety of renewable
resources, cogeneration, conservation, and load management,”™
Damard-sice gotias @faevy/ad lcednaregeai), —-
“aggaation, anddaensblle aergy resouras radlce utillity
plaming utartanty ad riek These Inestrat oI Bare- |
small, noclllar, ad imeatal nrature. Conpared toaon—
vatio |l aal and ndes—firad poner piats, ttey heve
dortar-prodcao led tireeshwepital repairaais, and

M ODEL CONSERVATION PROGRAMS

Pacific Gas and Electric Company (California), the na-
tion's largest private utility, recently embarked on its
Gredt Energy Rebate Program. As part of this program,
commercial, industrial and agricultural electric customers
are paid up to 5150,000 per customer account to convert
to energy-saving equipment and products. Rebates are of-
fered for such equipment as lighting conversions, air con-
ditioners, industrial motors, refrigerators and freezers,
heating system conversions and modifications, and load
management controls. Customers can obtain rebates
which defray 25% to 40% of the purchase and conversion
costs for efficient products, and rebates are paid on the
basis of up to S250/KW for saved electrical capacity and
$.06/KW -h for saved energy. Similar rebates are also
available for residential customers.10

General Public Utilities (of Pennsylvania and New
Jersey) has developed an alternative financing program for
home weatherization through its Residential Energy Con-
servation Action Program (RECAP). Under RECAP, con-
tractors install cost-effective conservation measures free of
charge to individual residences. The utility pays the con-
tractor for the actual, measured long-term reductions in
energy consumption over a period of years at an agreed
upon rate. Energy savings from the program are expected
to exceed costs by a ratio of five to one over a 10 year
period,and General Public Utilities has already completed
weatherization for over 5.000 homes."



