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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of PACIFICORP, dba
Pacific Power & Light Company

(U 901 E) under Commission Order
D.89-01-040, Docket R.87-11-012
and Sections 702 and 216 of the
Public Utilities Code of the
State of california for authority
to decrease rates for electric
service.
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Méssrs. Stcel, Rives, Boley, Jones & Gréy by
Jamés C. Paine, Attornéy at Law, for Pacific
Power & Light Company, applicant and respondent.
. . Ira A. Kalinsky, Attorney at Law, and Gregory A.
Wilson, for the Division of Ratepayer Advocates.

- OPINTIONR

Summary of Decision

This decision grants PacifiCorp, doing business as
pPacific Power & Light Compiny (PP&L), authority to decrease rates
resulting in an annual révenue décreasé of $2.0 million for test
year 1991, pursuant to an agréement bétween PP&L and the Division
of Ratepayer Advocates (DRAJ. The agreement also provides that no
Attrition Rate Adjustment (ARA) will vé sought in 1992 and that the
$3.3 million overcollection in the Electric Révenue Adjustment

Mechanism (ERAM) balancing account will be amortized over the two-
year period of 1992 and 1993 as an offset to any ARA and that ARA
may be sought in 1993 only if such an increase after the ERAM
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offset exceeds 1% of PP&L‘’s 1993 California allocated revenues
prior to the requested revenue change.
Background

By Decision (D.) 88-04-062 (28 CPUC 2d 92 1988), the
Conpission approved a merger between PacifiCorp Maine and Utah
Power. The new merged company was called PacifiCorp Orégon, or
nore simply, PacifiCorp. PacifiCorp doés business in california,
Oregon, Washington, Idaho, Montana, and Wyoming under the nane
pPP&l.. PacifiCorp dces business in Utah, Idaho, and Wyoming under
the name Utah Power & Light Company (UP&L).

In California PP&i. provides electric utility service in
the counties of Deél Norte, Modou, Shasta, and Siskiyou.

As of December 31, 1988, applicant owned and operateéed 725
miles of transmission line in the State of California, consisting
of 500, 230, 115, and 69 kilovolt lines, 2,366 miles of overhead
distribution line, 338 milés of underground distribution line, 24.5
miles of street lighting line, and 23 niles of signal and
comnunications lines. As of said date, applicant owned and .
opérated four hydrcelectric plants in California with total rated
capacity of 67 megawatts. Applicant’s california transmission
system is interconnected with its own system and systems of other
eléctric utilities in California, Oregon, Washington, Montana,
Wyoning, Idaho, and Utah.

PP&L réquests authority to decrease rates for its
electric service. The application as originally filed alleges that
the proposed decrease principally reflects applicant’s price
stability connmitmént and cost savings applicant expects to generate
as a result of the merger with UP&L. The application further
alleges applicant’s revenue requirecent incorporating adjustments
to revenues, expenses, and rate base for ratemaking purposes would
support an annual increase in revenué requirement of $555,000, but

applicant does not seek to increase its California prices in this
filing,
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order Instituting Investigation 90-05-033 was instituted
and consolidated with the application for hearing so that we would
have a procedural forum in place to act fully on recommendations of
related aspects of PP&L‘s operations which may have been beyond the
scopé of the relief sought in Application (A.) 90-01-055.

Subsequent to the filing of the application, DRA
conducted an examination of PP&L’s operations which included the
following:

1. Review of PP§L’s results of operations for
test year 1991, This review did not
enconpass reconmmended rates of return and
return on equity as that will be decided in i
this year’s generic annual cost of capital
case.

2. An audit of PP&L’s accounting and financial
records.

3. An analy51s of PP&L‘’s marginal cost of
electricity and the use of those costs in
revenue allocation and raté design.

4. A review of PP&L’s reésource planning and
demand side management.

The results of DRA’s exanination, together with its
recommendations, were set forth in various éxhibits which were
transmitted to PP&L on or about July 13, 1990.

A prehearing conference was held at San Francisco on
March 7, 1990. Public witness hearings for thé receéipt of evidence
andfor statements were held before Administrative Law Judge (ALJ)
O’Leary at Crescent City, Alturas, and Yreka in the aftérncons and
evenings of July 23, 25, and 26, 1990, réspectively. Notice of the
public witness hearings was posted in PP&L!s offices and was
included as an insert with customérs’ bills. 1In addition, notice
of the public witness hearings was published in the newspapers of
general circulation in the above narmed cities.

Two people appeared at Crescént City. No one appeared at

Alturas and oné person appeared at Yreka. One person was concerned
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that raseline would be elinminated. Another was concerned about why
rates in Oregon are lower than California and questioned why rates
in California cannot be equal to those in Oregon. The other person
was a néewspaper reporter who complained that neither his newspaper
nor other newspapers Were given information concerning DRA’s
position on the application.

Evidentiary hearings were held in San Francisco on
August 6, 9, and 17, 1990 before ALJ O’Leary. At the beginning of
the hearings PP&L and DRA advised that a stipulation had been
reached between them concerning this application. The stipulation
was received in evidence as Exhibit 27 and is attached hereto as
Attachment A. Theé underlying exhibits of PP4L were recéived as
Exhibits 1 through 20 and undérlying exhibits of DRA were received
as Exhibits 21 through 25. Exhibit 26 is a petition to consolidate
Advice Letter 228-EFE with A.90-01-055.

The salient points of the agreément arée as follows!

1. Revenue Requirement

PP&L and DRA agreé that an overall s .
réeduction of $2.0 million is approprlate.

Theé decrease consists of a reduction of

$2.3 million offset by a Low-Income

Ratepayer Assistance Program (LIRA)

surcharge of $0.3 million.

2. Attrition/(ERAM)

By D.90-03-078 PP&L was authorized to
discontinue its ERAM efféctive April 27,
1990. As of that date the ERAM balan01ng
account reflected an overcollection of
approximately $3.3 million. The agreement
prov1des that the overcollection will be
amortized over two years (1992 and 1993).
The amortization of the ERAM will be used
as an offset to any potent1a1 1992 and 1993
ARA. In 1992 PP&L will not filé an ARA
ad]ustnent. An ARA ad]ustment may be filed
in 1993 provided thé 1933 ARA increéase
after the ERAM offset excéeds 1% of PP&L’s
california allocatéd revénues prior to the
requested revenue change. The ERAM balance
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shall ke completely refunded by the end of
1993.

U.S. Bureau of Reclamation (USBR) Reveénues

PP&L's 1rr1gat10n custormers under the USBR
contract receive power at a prlce
significantly lower than that paid by
customers not under the USBR contract. In
return for the lower prices PP4L is allo"ed
to control the flow of the Klamath River
thereby 1ncreas1ng the utilization of its
Klamath River hydro facilitieés. PP&L and
DRA agree that thé revenue shortfall
associated with the différence betweén
prices paid by customers under USBR
contract and those not under the contract
is a cost allocation which should be
resolved with similar system-relatéd issues
by the multi- )urlsd1ct1ona1 task force.
(See #5 below.) This will be brought to
the atteéntion of the task force and its
recomnendations will bé set forth in
PP&L’s next general rate case.

Coal Audit

An audit of PP&L’s coal proéocurémént
practiceées is beéeing conducted. The results
of that audit will not be available in time
for consideration in this proceeding. PP&L
and DRA agree that no adjustment shall ke
made during 1991, 1992, or 1993 unless the
audit findings disclose annual savings in
excess of $30 million annually. The .
results of the audit will be reported in
PP&L’s next general raté case filing.

Allccation Methodology

A multi- ]urlsd1ct10na1 allocation task
force, con51st1ng of representatlves from
the variocus state reéegulatory commissions
having jurisdiction over the merged company
and a representative from the Federal
Energy Régulatory Commission, was formed to
develop a methodology for allocatlon of
merged company costs to the various
jurisdictions. The task force has adopted
a method known as the “Consensus” method
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for this purpose. PP&L requests a finding
that the ®Consensus? method is reasonable.

Cost of Capital

PP&L and DRA agree that the reconmended
$2.0 million decrease agreed to should not
be changed regardless of what decision is
reached in A.906-05-009, the annual cost of
capital proceeding. Additionally bkecause
PP&L has agreed to file for no increases in
1992, DRA and PP&L have agreed to propose
that PP&L be excused fron part101pat10n in
the 1992 cost of cap1ta1 proceedlng. In
lieu of its nonpartlclpatlon in the 1992
cost of capital proceeding it will usé the
flndlngs from the 1991 annual cost of
capital oroceedlng in deponstrating its
1992 revenue requirément. For theé purposes
of this proceeding PP&L and DRA have
proposed a rate of réturn of 10.57%.

Women Minority Busineéss
Enterprises (WMBE)

PP&L’s estimate of WMBE costs is adopted as
reasonablé: The reasonableness of the costs
will be addréssed by the Commission in a
future geneéeric proceeding.

LIRA Surcharge

The revenue requireméent decrease of $2.3
million is offset by the LIRA surcharge of
$0.3 million. PP&L and DRA agreé that the
LIRA balancé will be fully anortized at the
end of 1991. No change in the LIRA
surchargé will be sought durlng 1992,

PP&4L will accumulate theé différénce betweén
actual LIRA costs and thé surcharge in the
LIRA balan01ng account. Theé amount 1n the
balancing account will be addresseéed in
PP&L’s 1993 attrition filing.

Demand Side Management

PP&L. and DRA agree that the prograns set
forth in Chapter 3 of the agreément will be
implerented and recommend that thé motion
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consolidating Advice Letter 228-E be
granted.

PP&LL and DRA have agreed to waive the provision of Public
Utilities (PU) code § 311 requiring that the Commission’s decision
not ke issued sooner than 30 days following the filing and service
of the proposed decision by the ALJ.

The ALJ's proposed decision was filed and mailed to the
parties on Noverker 15, 1990. No conrents on the proposed decision
have been filed; however, we have amended the proposed decision to
correct ninor errors and onissions.

Findings of Fact

1. By this application, as originally filed, PP&L requested
a decrease in rates beécause of its
conmitment to stabilize rates and because of cost savings expected
from the mérger approvéd by D.88-04-062.

2. Properly noticed hearings in this application were heéld
at which all interested parties had an opportunity to bé heard.

3. PP&L and DRA have eéntered into the stipulation set forth
in Exhibit 27 and attacheéd hereto as Attachment A.

4. The consensus methed of allocating costs to the various
jurisdictions as described in Attachment A (Exhibit 27, cChapter I,
pp. 1-4) is reasonable.

5. The rate design seét forth in Attachment A attached hereto
is reasonable and should be adopted.

6. The decréasés in rates and charges authorized by this
decision arée justified and are reéasonable, and the present rates
and charges insofar as they differ from those prescribed by this
decision arée for thé future unjust and unreasonable.

7. The parties agree to waive the 30-day requirement
contained in PU Code § 311.
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Conclusions of Law
1. PPiL should ke authorized to place into effect the
decreased rates found to be reasonable in the findings set forth

above.
2., Pursuant to the agreement of the parties, the 30-day
pericd otherwise required by PU Code § 311 should be waived.

ORDER

IT IS ORDERED that:

1. PacifiCorp is authorized and directed to file revised
rate schedules reflecting the rates and rate decreases set forth in
this decision and concurrently withdraw and cancel its present
effective schedules. Such filings shall conply with General
order 96-A and shall be éeffective 5 days after filing applicable to
service réendered on and aftér the effective date of the tariffs.

In no event shall the effective date of the tariff schedules be .
prior to January 1, 1991,

2. To the extént not granted herein Application 90-01-055 is
denied.

3. Pursuant to the agréement of the parties, the 30-day
period normally required to lapse between the issuance of the

proposéd decision and Commission action on the matter is waived.
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4. Should Pacificorp not make a 1993 attrition filing the
'LIRA surcharge balancing account will be addressed in its next
general rate case filing.
This order becomes éffective 20 days from today.
Dated Decenber 6, 1990, at San Francisco, California.

G. MITCHELL WILK
Préesident
FREDERICK R. DUDA
STANLEY W. HULETT
JOHN B. OHANIAN
PATRICIA M. ECKERT
comnissioners
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. Application No, 90-01-055
Exhibit No. {7
August 15, 1990

JOINT COMPANY AND DRA EXHIBIT COMPARING
DRA AND COMPANY ESTIMATED
RESULTS OF OPERATIONS
FOR
® i PACIFIC FOWER & LIGHT COMPANY

TEST YEAR 1991

Before the california Public Utilities Comnission

. August 1990
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CHAPTER I

Introduction/Results of Operations

This chapter was prepared jointly by Mr. Greg Wilson, Project
Hanager for the Division of Ratepayer Advocates (DRA), and ls. Anne
Eakin, Manager of Econonic Requlation for Pacific Power & Light
Conpany (the Company).

Purpose

The purpose of this exhibit is to set forth the terms of an
agreement which has been reached bétween the DRA and the Company
concerning the Company's 1991 test year general rate case filing.
In January 1990 the Company subnitted a filing which it believed
justified a $1.4 million price increase, exXcluding anortization of
the ERAM balance, but requested a decréase of $1.6 million on a
policy basxs. The agreement reached by Company and staff would
result in an overall decrease of $2 nillion. While this agreenent
resolves all revenue reéquirement related issues, findings on the
Conpany's 1991 estimateéed results of operations are neeéded as a
basis for the Company's 1992 and 1993 attrition calculations.

In addition, agreenent was reached on all revenue allocation and
price design issués as well as on the Company's Dermand Side
Hanagement (DSH) programs. The requirements for DSMN incentives
outlined in Decision No. 90-03-078 have been incorporated in this
- docket. DRA staff and the Company have also reached agreement on
that portion of this application.

By sponsoring this joint éxhibit, neither Party shall be deemed to
have accepted or consented to the facts, principles, methods or
theories employed in arriving at such an agreement, nor shall
either Party be deered to have agreed that such an agreement is
appropriate for résolving issues in any other proceeding.

The remaindér of this chapter will be devoted to the discussion of
results of operations items. Reveénue alleocation and price design
items will be addressed in Chapter 2 which was preéepared by Mr.
Michael McMamara of the DRA and Mr. Fred Keast of the Company.
Flnally, the Company s Demand Side Management preograns and the
Conpany's compliance with Decision 90-03- 078 allowing the Conpany
to discontinue its ERAM will be addressed in Chapter 3. Chapter 3
was preparéd by Angela Young and Don Schultz of the DRA and Mike
O'Bryant of the Conpany.

- 1-1 -
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Revenue Requirement

The Conpany and DRA staff have agreed that an overall price
reduction of $2.0 million is appropriate. The $2 million
decrease consists of a $2.3 nillion decrease which has been
partially offset by a LIRA surcharge of $.3 million. The
overall price decrease agreed to resolves all revenue
requirerent related issues.

The DRA staff and the cCompany have agreed that the 1991
results of operations to be used as the starting point for the
1992 and 1993 attrition rate adjustment (ARA) calculations
will bé the Company's as filed results of operations
reallocatéed to reflect the "Consénsus"™ allocation neéthod.
Thosé reallocated results have been adjusted to produce the
$2.3 million revenue requirement reduction previously
discussed. Table 1-1 demonstrates the 1991 results of
operations as well as the proposéd ARA calculation for 1992
and 1993.

Attrition/ERAM

Thé Company was allowed, in Decision HNo. 90-03-078, to
discontinue its ERAM as of April 27, 1990. As of that date,
thé cConpany's ERAM reéeflected & balance owed customers of
approximately $3.3 million. DRA staff and the Company have
agréed that the ERAM balance will be anmortized back to
customérs over two years--1992 and 1993, The Conmpany will not
seek an Attrition Rate Adjustment (ARA) in 1992 but will
considéer the amortization of the ERAM balance as an offseéet to
any potentlal 1992 attrition increase. Therefore, the Conmpany
will not file an advice létter in association with its 1992
ARA.

In 1993 the Conmpany will bé allowed to file for an ARA related
prlce change. Theé Company's allowable 1993 ARA rélated price
increase will be deternined by offsetting the ARA increase
shown-on Tablée 1-1 with the remaindér of the ERAM balance owed
customérs. However, 1f thé amount of the ARA pricé change,
after the ERAM offset, is léss than 1 percent of the Company's
1993 Callfornla allocated revenués prior to the prlce change,
thé Company will not be allowed any ARA related price changes
in 1993. After the amortization in 1992 and 1993, the ERAM
balance will be zéro by the end of 1993.

The methodoloqy used in deriving the Conmpany's 1992 and 1993
ARA .price changes will bé that which was used by the Corpany
in its January 26, 1990 application and which was adopted for
the Company in the Generic Attrition proceedlnq Decision No.
85-12-076 and reflected in the Conpany's last General Rate
Case, Decision No. 86-03-021.

- 1-2 -
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USBR Revenues

The Company's lrrlgation cusktoners receiving power under the
USBR contract receive power at a price which is significantly
lower* than that paid by the Conpany's PA-20 Irrigation
Schedule customérs. In return for these lower prices, the
Company is allowed to control the water flow on the Xlamath
River and thereby increase the wutilization of its hydro
facilities on that river. In its 1991 General Rate Case
filing, the Company imputed additional revenues to its USBR
custoners in conpllancé with prior cComnission decisions.
However, those imputed revenues do not account for the entire
revenue shortfall. DRA believes that the control of the water
flow in the Klamath River results in a system-wide benefit
whose costs {(i.é., revenue shortfall) should not be borne by
Ccalifornia customers alone.

The Company and the DRA believé the respon51b111ty for the
revenué shortfall associated with the difference between the
prices paid by customers under thé USBR contract and those
paid by other irrigation customers is a cost allocation issue
and should be addressed by the nulti-jurisdictional task force
which has beéen assenbléd to address merged Company allocation
issués. Thé Company and Conmission representatives will bring
this issue to the attention of that task forceée and will report
the task force's reéeconmendations in theée Company's néxt general
rate case.

The Conpany and DRA staff recognlze this issue is a systen
issue and should be dealt with, along with similar systenm
related issues in the Company's other jurisdictions, by the
nulti-jurisdictional task force.

Coal Audit Findings

At the recommendation of the multi-jurisdictional task force
the Company has hired a consultant, Energy Ventures Inc., to
perform an audit of the Company's coal practices.: The results
of that audit aré expected to be available by the end of 1996
and thereéfore will not beé aVa11ab1e for incorporation into the
proposéd Decembér decision in this proceeding. Staff has
proposed a ;nuce change in the first quartér of 1991 to
refléct the findings from that audit. The DRA staff and the
Company have agreeéd that no such price change will be made in
1991, 1992, or 1993 unless thé audit findings indicate annual
savings, in any of these years, on a prospective basis,
greater than $30 nillion on a total Company basis. ODRA staff
and the Company will work jointly to incorporaté such changes
at an approprlate time, if necessary. The full results of the
coal audit will bé réported in the Company's next general rate
case filing.

- 1-3 -
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- Page &
Allocation Methodoleqy

After the merger of Pacific Power & Light and Utah Power &
Light, an inter-jurisdictional allocation task force,
consisting of representatives of the various state regulatory
comnissions having jurisdiction over the merged Conpany as
well as FERC, was formed for the purpose of deveéloping an
allocation methodology to be used  to allocate merged Company
costs to the various jurisdictions served by the Company.
In June 1989 the task force reached agreement on an allocation
method known as the "“Interim" method. Thé Company's initial
results of cperations denonstration in this casé reflected the
"Intérin" method. However, subsequent to the Company's filing
the task force adopted another allocation method known as the
"Consensus" method. The impact of the "Consénsus" method has
béen incorporated in the results of operation shown in the
column 2 of Table 1-1.

Thé Conrpany and DRA staff agree that the "Consensus”
allocation method provides a reasonableée basis for allocating
the Conpany's costs to its various jurisdictions and have
adopted the “Consensus™ method for purposes of results of
opéerations determination in this filing. Therefore, we
request the Connission issue a finding on theé reasonableness
of this allocation method.

Cost of cCapital

The Company is currently participating in the 1991 Annual Cost
of Capital Proceeding, Application No. A90-05-029.  The
Company and DRA staff agree that the recomnended $2.0 million
overall decrease agreed to for 1931 should not beée changed
regardless of decisions on the cost of capital components
resulting fron that procéeding. Additionally, becausé the
Company has agreed to file for no ovérall price change in
1992, the Company and DRA have agreed to propose, in thée 1991
Annual Cost of Capital proceeding, that the Company be excused
fron participation in the 1992 Annual Cost of cCapital
proceeding. Because the Company will not be participating in
the 1992 Annual Cost of Capital procéeding, the Company will
use the findings fron the 1991 Annual Cost of cCapital
proceeding in denonstrating its 1992 ARA revenue requirement.

WMBE

The DRA staff adopted theée Conpany's 1989 estimate of WNBE
costs as a reasonable estimatée of 1991 tést year WMBE costs
and 1indicated that the Coraission would address the
reasonableness of WMBE costs in a generic procéeding. ‘The
Conpany believes the staff's estimate représents a reasonable
test year level of WMBE costs and does not wish to institute

~
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a price change to reflect the Commission's decision in the
generic WMBE proceeding,

LIRA Surcharge

The révenué requirement decrease shown on Table 1-1 réflects
a décréaseé of $2.3 nillion. That décrease will be offset by
a LIRA surcharge of $0.3 million, reflecting the estinated
1990 LIRA balance, resulting in an overall price decrease to
custonérs of $2.0 million. The Company and DRA staff agree
that the 1990 LIRA balance will be fully amortized at the end
of 1991 as a result of the $.3 nillion surcharge,

The Company will not request any change in its LIRA surcharge
during 1992 but will accumulate the differénce between its
actual LIRA costs and the anocunt recovered under the LIRA
surchargé in a balancing account. The anount in the balancing
account will be considered in the context of the Corpany's
1993 attrition filing. :

- 1~5 -




PACTELC PovtR & A16AT
CALTFGIL
BUIRLERC SUmRy
mamm
(TRESINS OF MLLARS)

11} 1 )} W .
Ut Prapesed  Ohuges  hreset  [REnny offmm m? Gupy st Itran (3 RELY
bo. hestription tarteniny {1} Itey Lo HLHIL Vith ELAL Bdaace 1} Bies  te WRHIL £ GFFset AR Dncreass  Balance

() (n) () n)

‘660-10-06"Y

| 3takect (1) $i L (L15) 0 1 L LA 1Y (nn ’ i

EUENSES
¢l R L 31 LRI i R 1]
Purchased Pntr [ R1H N1 m IR R
aliyy IRIY L n 1.8 L
uwr LRI .05 W (1Y) | R
Foa-lader L L il L L
holletiing

Tata} 41 L niu 1, nal

1 Bepreciation | Iole m i R1] 11 R 1]
14 Reoperty [ 1] bLiH - 1 11
1t Taras Gther ] n ] . n
1 Fradia o { e | ]
11 Stata Dnome Tn {tH) (R 11} ({11)] (R11] n) L LA
1 Federt] éowe Tt (un 5,4 (§44) LRI () (R}

1 Tatad dedectingg 11 L W, (A 1, i (ER I

16 18] it ({R1]] O.u8 15 (R IRt (s} u 14,10

1 uIE Wt () (HRH LU s 14,51 L UL n,m

I DETate G JATE st n.in b §.6it (R | K111

(1) Baveanns ceduced by 423 TiliTon Lo raflect progssed aat decreasa of 12 aN1liae (121 Tess LLA serchern -).3)
(2) Wtitieed o woarege of Coopuop aod StafE 1313 Bata Base ({00,700 ¥ AN,N50))0 = 151 id resdoad Lacad traesatanten alditfaan frow 10E 1d 103} plat aliition,
(2) The Conpaag vII0 ansetize 1,006 of D EUE Vaturcn aved costentrs oy an offaed Lo fs 10 QU facrense. T dEersace Baterns e amut it fead (D, 01) vi i
D Conguag®s Jasthitadte 1392 13k afil W2 Qe respansThiley of Conzuyg sresaters. The 1392 EUR wsortlzatiaa fepraseels ¢ae-Ralf of 122 Bataace ¢aed costonars 2Lt paar 11D,
‘t Corpang ¥ill st e reaneg balonce coed cotivrs Taallpur Wl s ﬂfs'.lle A2 grica Qe as shovs Ta el 10, .

T T e T N N P . T Ty e Tt
VAT T e T 3 2 R P P L v 7O =

B R O, A R R PR T P Y [ . et i e e
s D e p S T T A S




A.90-01-055, 1.90-05-033 ATTACHMENT .A

Page 9

CHAPTER 2

Introduction/Revenue Allocation and Price Cesign

This exhibit was prepared jointly by Mr. Michael ¥clNanara, Progran
Manager, Energy Rate Design and Econonics Branch for the Division
of Ratepayer Advocates (DRA), and Mr. Fred Keast, Manager, Pricing
& Regulatory Affairs for Pacific Power & Light Conpany (PP4&L, and
the Company).

Purpose

The purpose of this exhibit is to describe a reasonable allocation
of revenues armong the Company's custonrer classes, and the design of
its prices to be charged to its retail custoners.

1.

Revéenue Allocation

DRA and the Conpany recomnend the allocation of revenues among
custoner classes as sunmarized in Table 2-1.

The Company and DRA recomnénd that revenue allocation should
ensure that no class receéive a revénue allocation "shock", and
that the marginal costs of serving éach customér class should
be a primary factor in allocating class revenue réquirérments
(Note 1). Revenue reductions of 3% should be allocated to the
residential, agricultural, and 1largest general service
custorers served through Schedule AT-48. Reductions of 6.7%
should be applied to remaining general seérvice custoners,
served under Schedules A-25, A-32, and A-36 in accordance with
Equal Fercent of Marginal Cost principles. Lighting classes
should te allocated a uniform reduction of 0.317 cents per KwH
in their energy prices to réflect the overall system average
decrease.

Note 1: DRA's revenue allocation was based on its
implementation of a 100% Equal Percent Marginal Cost (EPNC)
method. The basis of this allocation was the marginal cost
study presented in Chapter 1 of the DRA report on "Harglnal
Cost, Reveénue Allocation and Raté Désign for the Pacific Power
& Light Company" {(Exhibit No. 24). Table 2-2, of this report
presents the results of this marginal cost study. This
revenue allocatlon was constrained by the application of caps.
The first cap was a ceiling of no class revenue requirement
increase, and the second cap was a floor such that no class
received a decréase moré than 2.5 percentage points greater
than the systen average decrease.

- 2-1 =~
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Price Design

The Conpany and DRA recormend that the prices sumrarized in
Tabie 2-2 should be charged for service under the Company’'s
tariffs,

PPAL will study the cost/benefit of identifying and separately
billing residential non-permanent homes at non-baseline energy
rates. This study will bé submitted prior to PPLL's next
general rate case,

PP4L will include street lighting and outdoor area lighting
custoners in its narginal cost study filed with its next
General Rate Case application.

PP&L will file in its next general rate case application a
marginal cost study baséd on customer demand and enérgy data
current as of no earlier than five yeéars prior to the date of
filing. PP&L will descrike the méthodology through which data
were enployeéd in the dérivation of load factors uséd in its
marginal cost study.

PP4L. and DRA recommend that révénue regquirement changes
arising from procéedings prior to PPiL's next General Rate
Case should bé implémentéd as follows. All custoner chargés
and demand charges altered as a result of such révenue
requirément changés will bée rounded to the nearest five cents.

Increases: Increases in reévénue requirements should be
allocatéd among customer classés on an equal percentageé basis.
For revenue requirement increases of 2% or less, all rate
components should be increased on a System Average Percentage
change basis with customer and demand charges rounded to the
nearest 5 cents. For revenue requirement increéases exceeding
2%, PP&L and DRA recomnnénd that within each class the
percentage incréase to customer and demand charges should
exceed the percent increases to energy charges by 50%. For
exanple, if energy charges are increased 3%, then the custoneéer

~

Note 1 (Continued) The Company's revenueé allocation was
based on its marqlnal cost of service study, reported in the
Proposed Testimony of Nancy Esteb, Cost of Service (Exhibit
No. 13), and Exhibit Acconpanying Proposed Testimony of Nancy
Esteb, Cost of Service (E\hlblt No. 14). Revenue allocation
was constra1ned by the application of a minimum revenue
reduction of 3.0% to any customer class except for the
lighting schedulés, with rémaining révenue reductions
allocated to other Schedules A-25, A-32, and A-36. The enérgy
charges for the lighting schedulées were to be réduced by the
systen average percentage change expressed on a cénts-per-XKwH
basis.

—2_2_
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charge/derand charges should increase by 4.5%, Price
increases to residential custorers should be applied uniformly
to baseline and second block energy.

Decreasest Cecreases in revenue requirenents should be
allocated among customer classes on an equal percentage basis.
For reévenue requirement reductions, all decreases should be
applied to énergy charges., Decreases to residential energy
revenues should be applied such that 1/3 of class revenue
reductions should be applied to baseline energy revenues, and
2/3 of class revenue reductions should be applied to second
block energy revenues.

PP4L will submit proposed changes to the structure of its PA-
20, Agricultural Pumping Service, tariffs during its rate
window of 1992. The Conpany as a part of that subnission will
providé a study of its PA-20 customers' usage characteristics
and the customer inpacts of the Conpany's proposed alterations
in price structure on or before January 31, 1992,

LIRA Surcharge

The $300,000 LIRA surcharge amount will be applied on a
cents/kWh basis to all custonmers not exempt from the LIRA
surchargé in conformance with Decision 89-09-044. The Company
will file the LIRA surcharge in November, 1990 to becore
effective with price changés commencing January 1, 1991, The
overall revéenue increase due to the LIRA surcharge will be
approximately 0.6 peéercent. The LIRA surcharge is not
reflécted in Table 2-1 which shows an overall revenue decrease
of $2.3 million or 4.2 percent.

- 2=-3 -
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A subsequent meéting with DRA and Company
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*  Allows stockholders to retain the firs:
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*+ FSC revenues from subsegquent years will
revenue requirenents.

+ A tariff to initiate the first suci
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tariff. Tariffs for other EsC programs
to the Commission as they areée finalized

In addition to incentives that éncourage
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result, DRA staff and Company haveé agreed:

* To set Minimum Performance Standards,
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Light, subnitted by DRA staff June 30, 1990).
treatment includes three 1levels of account

Related,
Amortization-Related
authorized rate of return).

E 3

Modified Expense-Related (Expe
{deférred and amort

They are furthe:
Expense-Related Expenditures

They include all DSX¥ Pregrams not inclu
Expénse-Rélated Expénditures and Amor!
Expenditures (shown as DSM¥ assets in Table
Related Programs are:

Audits

Custoner Service Analysis

Conservation Requests

Water Heater Wraps

Training

Conservation Voltagé Regulation

Loan Writé-offs

Expénditures for Expense-Related Prog:
recovered in revenues over a one-year per;

" Modified Expénsé-Related Expenditures

They are recovered in revenues over a o
including a componént for a 5% incent

Expense-Relatéed Expenditures includé sta: :

implézentation and devélopment for those
result in the direct purchase of conserv
Thosé programs that include a Modified
Expéndituré are:

Home Comfort _

Super Good Cents Mobile Home
Low Income Wéatherization
Design Advantage

Enérgy Partner

Irrigation

These expénditures aré subject to a =
Incremental expénditures highér than 110%
shown in Table B-3, ad)usted to reétain th
DSM Asséts and Expense +5%, shall bé éxpeéns
receive the 5% incentive. For example:
Proposed Progran Budget = $100,000 DSM Ass
Expéense +5% (10:1 ratio)

Actual Expenditure = $50,000 DSM Asset and
+5%
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Proportioned (maintaining the 10:1 ratio) Expense +5% =
$5,000 X 110% (spending limit) = $5,500

Amount accounted in Expense +5% catégory, but now receiving
Direct Expense treatment = $4,500

DSM Asseét Expense +5%Expénse
Proposed $100,000 $§ 10,000% 0
Actual 50,000 5,500 4,500

*+ Amortization-Related Expenditures

They shall bé recoveréd over the term for which the Energy
Service charge is collectéd from the participant for ESC-
related progranms (which shall be 15 years for the Design
Advantagé progran) and ovér a ten-year périod for direct
incentivé programs (Low Incomé and Super Good Cents Mobile
Home), including a componént for the Company's allowed rate
of return. These expenditures are for the cost of enexgy
efficiéency méasurés in the following progranst

Homé Comfort o

Super Good Cents Mobilé Home
Low Incomé Weatherization
Design Advantage

Energy Partnér

Irrigation ‘ ‘
Each Amortization-Related Program shall have Minimum
Performance Standards, which aré described below.

Minimum Performance Standards

DRA and Conpany have sét Minimum Performance Standards for
those programs which result in résource acquisition. For
programs that employ thé Enérgy Sérvice Charge, the minimun
performancé target is set at 33% of the units proposed by the
Company in this General Rate Case. These programs are:

Home Conmfort
Design Advantage
Energy Partners
Irrigation

» N e w

For programs that employ direct incentives, the mininmun
performance target is set at 75% of the units proposed by the
Company. These programs aret

* Super Good Ceénts Mobile Home
* Low-Income Weatherization

Tablé 3-1 shows Performancé Targets and Minimum Performance
Standards for each program.

- 3-4 -
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Failure to meet the Minimum Performance Standard, on a progranm
by program basis, will result in an after the f€act ,50%
reduction to the rate of return on the 1991-1993 expenditures
for each program and a corresponding reduction in earnings on
these specific expenditures over the reémaining life cycle of
the program. The life cycle of a progran corresponds with the
length of time the Enérqy Service charge is paid by
participants for ESC based programs and 10 years for direct
incentive-based progranms.

Evaluations shall te completed by the end of this three-year
rate cycle (December 31, 1993) for all pregrams that are
subject to Mininum Performance Targets.

Many of the precgrams, as well as the ESC concept, are
experimental. Success will depend on the acceptance of this
concept by potential participants. 1In addition, the programs
that target new construction--Super Good Cents Mobilé Home and
Cesign Advantage--are based on penetration targets that assune
a ceértain level of building activity. Because of these risks,
DRA staff and theée Company have agreed that up to $400,000, on
a threé-year average basis, can be transferred from progran to
programn or into new proqrams with approval from DRA and.
"Commission Advisory and Conpliance Division staff. Staff and
Company will set Minimum Performance Standards and will ensure
that new programs meet cost-effectiveness tests.

Program Measures and Verification of Savings

Eligible measures, as well as the methods the Company proposes
to verify savings, are briefly described below for each
program. All progrars have an evaluation component.

* Home Comfort

Hone Conmfort targets existing single fanmily dwellings with -
installed electric heating systems. All weatherization

measures, as well as efficient replacements for electric
appliances and heating systems, will be considered.

Savings will be determined by conputerlzed energy audit

based on the Company's experlence with 12 years of

weatherization programs and thes Hoed River Conservation

Project. The Conpany will monitor homes on a sample basis

for the evaluation.

Super Good Cents Mobile Homes

The Mobile Home program targets new eléctrically heated
mobile homes that are currently built to HUD code standards
and ensurés they are built to the Company's Super Good
Cents Mobile Home standards. Measurés include all
weatherization measures. A site verification will be nade
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on each nobile hone to ensure proper assembly and to verify
the existénce of all required rmeasures.

-

Low Income Weatherization

The Low Income Weatherization Program retrofits existing
low income honmes that have installed electric heat.
Weatherization and infiltration measures are considervred as
well as shower heads and water heater wraps. All hones
will be inspected to ensure the proper installation of all
measures. The Company is in the process of evaluating low
income programs at this time.

Design Advantage

Design Advantage targets new commercial building space.
Measures include lighting, day lighting, HVAC systems and
controls, refrigeration, small motors and insulation.
Initial savings estimates are madée with a DOE-2 analysis
using code as the base. An ESC amount is calculated with
this estimate. After the building 1is completed,

1nsta11at10n and proper operation is verified. Actual
usage is measured for three months and the ESc amount is
adjusted downwards if the actual usage is more than

predicted.

Energy Partners

Enérgy Partners targets new and eéxisting industrial
customers. Measures will be considered on a case-by-case
basis and may include 11ght1ng, motors and proceéss-related
improvements., Initial energy savings will be eéstimatéd on
a measure—by-measure basis and an ESC amount calculated
prior to installation of the measurés. For new industrial
custoners, the base will be the equipment proposed by the
industrial customer's engineers. For existing industrial
customers, the base will beé the existing equipment. After
the mneasures are installed, installation and proper
operation is verified. Actual usage is measured on a
measure-by-mneasure basis and the ESC amount 1is adjusted
downwards if the usage is more than predicted for the sum

of the measures.

The Company expects this program to predomlnantly serve
exlstlng industrial customers. Howeéver, in the évent a new
1ndustr1al custoner approachés the Company to réceivé the
services of this progranm, the Company will discuss the case
with DRA and CACD staff prlor to éngineering studies. The
Company will continue with the program's services only
after staff approval. The purposé of this approval process
is to assuré the CommlsSLOn staff that the Energy Partners
Program does not result in additional load for the Company.




]

Page 21

Ircrigation

This progran will target électrically piwered pumps in a
variety of sizés. It is a pilot progiam that will be
designed to test sevéral measures, including motor housing
or motor change-outs, schéduling and changes in theé
delivery system which eénhance eéfficieéncy. A punp or
punping system will be analyzed, efficiéncy measures will
be recommendéd and an ESC amount calculated. After the
measures are installed, the pump system will be inspected
and a pump teést performed to verify savings. A sample of
the pumps will be metered for kwh usage and timé of use for
evaluation purposes.

Reporting

The Company shall report Modified Expense and Amortization-
Related éxpeénditurés and activity consistent with the Démand-
side Management Reporting Requirémeénts Manual (3rd Edition):
To meet this requirément, thé Company will establish an
intérnal accounting and tracking systém for expenditures as
well as for the verification of savings and performance of the
énérgy efficiency programs.
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TABLE 3-~-1

PROGRAM PERFORMANCE AND EXPENDITURE TARGETS
1991-93 Performance Period#

Minimum Average
Performance Performance Annual
Prograns Targetst* Recquirement Expenditure

Residential:

Home Comfort 134 units 45 units $ 204,026
Mobilé Home 72 units 54 units $ 144,000
ilow-Incone 200 units 150 units $ 179,000

Non-Residential:

Pesign Advantage 68,200 sq.ft 22,738 sq.ft. $ 107,063
Energy Partner 296 MWH 99 MWH $ 99,219
Irrigation ] SO0 MWH . 168 MWH $§ 50,000

Program pérformance will be consideréed at thé énd of the 1991-
1993 performance perlod and will be baséd on a three year
average of the Amortization-Related Expenditures and unit

accomplishnments.

Units identified are for one year, based on a 3-year average
and are definéd by program!

Home Confort = existing single family homes.
Mobile Home = new single family mobile homeés.

Low Income = existing SLngle or multi- famlly, or mobile
hone occupled by a low income family. Low income is défined
by an income 1level at or under 150% of federal poverty
guidelines for non-handicapped persons under 60 years of age
and 200% for handicapped or persons over 60 years of age.

Design Advantageée = square feet of new commercial building
space. The square footage is based on a penetration and
average size of new building starts.

Energy Partner = Megawatt hours of saV1ngs as measured by the
Company's verification and commissioning process.

Irrigation = Megawatt hours of savings as méasured by pump
testing and éstimated hours of use.




Residential Prograny:

Audit

Cusl Service Analysis
Conservation Requests
Water Healet Wraps

Homa Comfanl

Mobite Home

Low-Incoma Weatherization

Hon-Residential Programs:
Design Advantage

Enecgy Parttner

tirigation

Others:

Teainlng

Conservalion Voltaga Regutation
Loan

Total

Pearcent

DRA's Racommendation 6a Allocation of DSM Expenditures

Tabla B-3

Budgeled
{3-Y¢ Avg)

$23.630
40,000
20,000
2812
344,076
165,667
200,000

124,158
153,616
85,000

9,500
7.603

$1,181.063

100.00%

DSM-Assels

284,026
- 144,000
179,600

107,063
93,219
50,000

$863,308

73.10%

Allocation
Expense + 5%

47.92%
15,000
21,000

15,410
30,103
30,000

$159,442

13.50%%

Expense

$23,630
40,000
20,000
2,812
12,121
6.667

0

9,500
1.603

$158,313

13.40%
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Qualifying Customers . 1763-1278-8
Commecrcial Water Heating Service 1783-1163-E

fucchase from cogenerators and snall pover producers 1492-14313-
1434-1195-E

Residential Service 1744-1453-1454-1322-E

Residential Service - Lov lacome Rate 1713-1735-1215-E
Assistance (LIRA) Optidonal fo¢ Qualifying Customers

Multi-Family Residential Secvice - Submetered 1716-1456-1457-1233-E

Multi-Family Residential Servide - Master 1234-1458-1453-E
Hetered
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Conkracts 1439-E
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Deposits 1630-E
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Utility-Ovned Systea - Ko Nev Service .
Ls-538 Stceet and Highvay Lighting Secrvice - 1750-1251-E
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oL-15% Qutddor Area Lightiang Sacvice 1252-1333-E
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Reimburserent Fee
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Issued by

Advice Letter Wo. 228-% paul G. CLocenznini Date Filed
ade

pecision No. 30-0)-0128 Executive Vice President Effective
Tl

TF¢ INDEX-2ESC Resolution No.




A.90-01-053, 1.90-05-033 ATTACHMENT A
Pacitic pover & Light Company Page 27 otigiral _cCal.p.y.
Poctland, Qteqan Cancelliang Cat.pP.U

» Sheer No, 1188-F

¢
+C. Sheer ¥o.

SCHEDULE A+N20
CCHMHERCLIAL ENERGY SERVICES
OPTICHAL FGR QUALIFYING CUSTCHERS

PURPOSE:
Seevice under this schedule is intended to ceduce the eneryy
tequirenents of nev Commercial 3uildiags by promoting the installation ot

Cemand-Side Resautce Measures,

AVAILABSILITY:
In all teccitory served dy the Conpany ia the State of Califoraia.

APPLICABLE:

This schedule is applicable o the construction of nev Camnercial
8uildings served by Company under its General Service Schedules. Chatges
under this schedule vill de ia additioa to the eleclric service charge under
the Custorer's applicable electric secrvice schedule. THE OBLIGATIONS UNDER
YE1S SCHEDULE WILL APPLY TO ALL CUSTOMERS USING ELECTRICITY AY THBE REAL
PROPERTY SPECIPIED BY AN ENERGY SERVICES CONTRACY.

DEFINITICNS: N

Consecrvation Payments: Any paymeats of money =nade by Company to Guner
pursuant " to an Enerdy Serviced Coatract, in exchange for the cight of
Compaay to shate by means of Energy Service Chatges ia projected energy
savings from Demand-Side Resource Heasures acquired and installed by Owvaer.

Customer: Any pacty who has applied focr, bdeen accepted and ceceives
service at the creal propecrty identified in an Energy Services Contract.

Depand-Side Resoutce Measuces: Perm»anently iastalled measures specified
in an Enérqy Services Contract, including structurally related buildiag
improvements, which can teduce the Customer's electcic energy use.

Enerqgy Sefvices Coéntract: A conttact betveen Guvner and the Company
providing for Company to furnish ot prévide canservation paymeats vith
tespect to Demand-Side Resoutce Measures pursuant to this tacift schedule.

Ovaer: The person vho has both legal and teneficial title to the real
propecty specified in an Energy Services Contract at the tims such contract
is executed, or vho at such time is the mortgagor under a duly cecocded
mortgage or the grantor under 2 duly cecocded deed of trust or a purchaser
under & duly recocded contract vith tespect to such ceal property.

The terms Customer and Owner include the singular and the plural as the
context requires.,

~

{Cantinued)
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SCHEOULE A-129
CCMMERCTIAL ENERGY SERVICES
QPTICHAL FGR QUALIEYING CUSTCMERS

ENERGY? SERVICE CHARGE:

Customer shall pay an Enecrqy Seevice Charge fac Oexand-Side Resourde
Measites fuchnished by Compaay ot €or vhich Compaay has 2ade coasecvation
payments pucrsuant to this taciff. The Eaetgy Service Chacrge shall commence
on the date specified by the applicable Eanergy Services Contract aad shali
continue for fifreen (15} yeats f£or all service provided to the ceal
propecty identified ian such contract, vithout cegatd to changes in ovanership
ot chaanges of use of such teal propecty, unless the Enerqy Service Charge is
terninated as provided hecrein.

The Energy Secvice Chacge shall be computed as £ollows:

Enerqy Service cCharge = ((HMonthly ‘W Savings x Applicadble Dezaand
Chatrge) * (Monthly IWh Savings x Applicable Eaergy Chatge}} «x
Applicable Savings Shace Percentage

the followviag teras, as uséd in the Energy Service Charge formula, are

sepacately defined f€ocr each program cider avtached to this raciff:

Applicable Savings Share Percentage, Applicable Demand Chacge, Applicabdble
Eanergy Chatge, Monthly XW Savings, Honthly XWh Savings.

ENERGY SERVICE CHARGE QPTICNS:

Cption 1t The Applicable Demand Charge and the Applicadle Energy Charge
shall be computed %Sased on the cuccent taci€f schedules in effect from tize
te time duriag the pericd the Eaetrgy Service Chatge is in effect. The
Applicadle Saviags Share Percentage shall te as specitied for Optidtn 1 in
the appropriate program c¢ider at the tire the Enetgy Sectvices Contract is

executed.

Option 2: The Applicable Derand Chacge 3ad the Applicable Eneryy Charge
shall be computed based on the tariff schedules in effect at the time the
Enerqy Services Conatract is executed 3nd shall aot theceafier be changed.
The Applicable Saviags Shate Percentage shall be as specified for Gption 2
in the appropriate program tider at the time the Energy Services Contract is
executed.

SEPARATELY METERED TENANTS:

The allocation of HMonthly XW Savings and Maathly XWh Savings améngq any
Customers who are sepactately metered tenants bdenefittiag f£rom the
installation of the Demand-Side Resource Keasures shall be as specified in
the Energy Secvices Contract.

{Contiauged?
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SCHEQULE A-120
COMMERCIAL ENERGY SERVICES
CPTIONAL FCR QUALIFYING CUSTCMERS

TERMINATICN OF SERVICE:

Costomer ot Cwnet say terminate service wunder this schedule at any tire
by payiag the present value of the Energy Setvice Charge at e tipe of
reraination, calculated using {1} the Optiea 2 Applicadle Saviags Shace
Percentage, Applicadle Cemand Charje and Applicadle Energy Charge ia effect
at the tize the Energy Setvices cConlract wvas executed, (2] the Caompany's
cost of capital last authorized Dby the Calitocaia Pubdlic¢ Utilities
Commission peior to such tecmination, and ()} the remaiAing tecs of the
Energy Seevice Chacge. Such tecaination chactge also will be due at the time
electeic setvice is tecainated at the ceal property specified ia the
applicable Energy Services Contrace.

ENERGY EFPICIENCY SERVICES POR NEW COMMERCIAIL BODILDINGS:

APPLICABLE: )
This progqram is applicable to service to Cormrmercial B8uildiags undet

Genetal Setvice schedules A-25, .A-32, A-36, and AT-43 ian the State of
California.

DESCRIPTICN:
Secvice under this program is availadle to improve the eaeryy efficiency

&f nev Comnercial Buildings to be caonnected to Company's system oa oOr after
the effective date of this schedvle. The Company will gprovide the
conservation payments for both design assislance and iaccenmental
construction wvhich cesult ian the iastallatien of Dezand-Side Resource
Measures. Upon connection of electric service to nev Commercial Bunld:nqs
having such measutes installed uader this program, Company vwill bill the
Custorecrs an Energy Service Charge as specified by this schedule.

DEFINTTICNS:
Applicable Savings Shace Percentage: The percentage of savings paid by

the Customer through the Energy Service Chacge shall be as €ollaus;

Option 1. 153
Gption 2. 301

Applicable Demand Charge! Using the Custometr's applicable bdilliag
schedule foc secvice, the average of the derand chatges for the block iato
vhich Customer's average monthly kW demand vould €all, based goa compliance
with state commercial building code tequicrements, but wvithout benefit of the
additional savings provided by the Oemand-Side Resource MNeasures, as
estimated by Company using engineecring analysis.

(Continued)
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SCHECULE A-1120
COMMERCIAL ENERGY SERVICES
OPTICNAL FCR QUALIFYING CUSTCHERS

ENERGY EFPFICIENCY SERVICES POR NEW COMMERCIAL AUILDINGS:
{contiaued)

QEFINITIONS: ({contiayed}

Applicadble Eneryy Chatge: Using the Cuystomer's applicadle dilliag
schedule ot secvice, the average of the energy charges for the last usage
bloek iato vhich Customec's avetage monthly usage vould fall, based on
¢ompliance wvith state commercial bduilding code requicements, dut withdut
benefit of the additional savings provided by the Oerand-Side Resoutce
Measutes, as estimated by Company using engineering analysis.

Cosmercial Ruildiag: A structucte or addition to a stfucture that is
completed after the date of this taciff and is to be served by the Company's
General Setvice Schedules A-25, A-J32, A-16, or AT-43.

Monthly XW Savingst The average moAthly W saviags beyond the electiic
energy demand cesultiag fcom compliance vith state commercial building code
cequitements, and ctesulting ftom installation of the Demand-Side Resource
Measures, as estimated by Company using engineeting analysis.

Monthly XwWh Saviags: One-tuelfth of the annual XWh savings beyond the
electric energy use tesulting from compliance wvith state commercial duildiag
code cequirexents, and cesultiag Efcom installation of the Demand-Side
Resource Measuces, as estizated by Company using engineering analysis.

.

MEASURE FURDING LIMIT:

Company will provide conservation payzents equal to its estimate of the
incremental initial cost of each qualified Cemand-side Resource Measure
above the cost to comply with current building code tequicezants. A Demand-
Side Resdurce-HMeasure is qualifisd for conservation payments if included in
an Eneryy Seevices Contract and if the increzental cost of the zeasure does
act exceed twvice the Heasure Pundiag Liait. Hovever, the amount of the
conservation payments by Company focr each Demand-Side Resdurce Measure will
not exceed the Measure Fundiag Liamit for that Oemand-Side Resgurce Measure.

fhe Measure Funding Limit for each Demand-Side Resource Heasucre provided
by Company shall be detetained by aultiplying the measure's estimated annuval
Xxilowatt-hour savings (Moathly XWh Savings x 12), beyond the electric energy

(Continued)
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SCHEDULE A-129
COMMEACTAL ENERGY SERVICES
GPTICNAL FCR QUALIFYING CUSTCMERS

ENERGY EPPICIENCY SERVICES FOR NEW COMMERCIAL BUILDINGS:
{¢ontinued)

HMEASURE FUXNDING LIMIT: {¢oatiaued)
use tesulting fcom compliance wvith state conmecrcial bduilding code

tequirements, by the folloviag appropriate amountst

$.3171 per XWh facr zeasuces vith an expected lite of 10 yeacs.
$.4392 per XWh (ot zeasutes vith an expected life of 15 yeacs.
$.5382 per XWh for seasures with an expected lite of 20 years.
$.6360 per XWh for measures vith an expected life of 30 yeacs.

PROVISICNS OF SERVICE:
{1} Compahy shall meer vith the Gvner and design teanm to detecaine vhat

Demand-Side Resource Heasutes »ay be appropriate for fucther design
and electric ener3yy savings analysis.

Before funding any design or electric energy saving analysis,
Company =ay tequice the Ovner to sign a letter of. intent. The
letter shall include, but not be limited to, the crequicement that
it (i) cConmpany, vithia the peried sgecified by such letter,
presents a proposal to provide caonsecrvation payment$ in connection
vith the installation of Demand-Side Resource MXeasuces, and ({ii)
the analysis shovs that the tecomzended wmeasures and payments
provide economic benefits to Customet, over and above the casts to
Customer, at least as great as specified in the lettér over the
period of the Energy Service Chatge, and {iii) Ovner elects nolt té
enter an Enetgy Setvices Conteact wvithia sixty (60) days after the
date of the proposal €ot Company to provide such canservation
payments then Company wmay chacge Ovnet all costs incurzed Dy
Conpaay (including Company’s standactd labor aAd overhead costs) ia
coanection wvith preparation of the proposal, not to exceed the
amount $pecified in the letter.

Conmpany shall provide engineering calculations ot camputer modeling
of the proposed Commercial Building, subject to the teras of the
letter of intent.

Company and Cwaner shall agcee in the Energy Secvices Contract to
the specific Oezand-Side Resource Heasures vhich Company will
tucnish or for which Compaay vill provide censecvation paymeats
and the best available estimate of the amount of the initial Energy
Secvice Charge.

(Continued}
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SCHEODULE A-120
CCHMERCIAL ENERGY SERVICE
QPTIONAL FGQR QUALIFYING CUSTCHERS

ENERGY EFPPICIENCY SERVICES POR NEW COMMERCIAL BUILDINGS:
{continued)

PROVISICNS OF SERVICE: ([coantinued)

{$) Company may iaspect any Oemand-Side Resgurge Heasure vhich is
funded by this program to ensuce thal vorkmanship, naterials and
insulation levels ace consistent wvith industey staandards and the
cequicexeatrs specified in the Energy Services Contract.

Company 2ay ¢onduct 2 post-installation energy analysis and anmend
the Eneryy Service Charge, if and to the exteat the Conmpany
deteraines that actual saviags materially differ from otiginal
estimates ia the Eaergy Secrvices Contract. <Company vwill adjust the
ociginal HMonthly W Savings and Monthly XWh Savings us2d to compute
the Enetyy Setvice Charge only {if the post-‘astallation enetgy
analysis indicates a cteduced estirated saviags. 1f the Energyy
Services Contract estimated the cost of a measure as equal te ot
less than the Neasute Funding Limit, the Coémpany wvwill not, as a
tesult of a post-installation iaspection, ceclassify the measure as
costing more thaa such liait.

The payzeats prescribed by this taciff ace the odligation of
Custozet teceiving service from time to time during the teta of the
Enetgy Secvices Contrace. in addition, Cwvner aor aay subsegquent
Enetgy Service Charge contract assignee will cemain ¢bliqated undec
the Enecgy Services Contract fo¢ any Energy Service Charge that
Customer fails to make vithin the time crequired, unless such Ovaer
ot assignee has furnished Company a c¢opy of the assigament or
further assignment 6f the Enetgy Services Contract, mrade to a Aew
ouner in connection with an arss-leagth, bona tide, transfer for
value of the ceal property spgecified in such Eaecgy Services
conteact.

Company wmay tecord caontcacts or celated memgranda with respect to
this tariff in the applicadle teal propecrtz records as encumbrances
against the affected real praperty.

RULES AND REGULATICNS:

Service under this schedule is subject to the General Rules and
Requlations contaiaed in the tacift 6f which this schedule is 3 part, and to
those presceibed by regulatocy authorities.
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