PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

EVALUATION AND COMPLIANCE DIVISION RESOLUTION E-3007
Energy Branch September 4, 1986

RESOLUTION

'ORDER AUTHORIZING PACIFIC POWER & LIGHT COMPANY (PP&L)
TO ESTABLISH A NEW THREE-YEAR DEMONSTRATION PRICING
OPTION, SCHEDULE NO: DC-7 ENTITLED RESIDENTIAL SERVICE -
EXPERIHEhTAL CLEAN AIR/W0OD HEAT HOVTHLY CREDIT OPTIONAL
- FOR_QUALIFYING CUSTOHERS.

SUMHARY

By Advice Letter 194 E, filed July 23, 1986, Paciflc Power and
Light Conpany (PP&L) requests authority to. estab11sh a reduced:
cost-of- electrlc-space heating rate for customers who have ‘the
capability of utilizing wood as well as electr1city for spacé .
héeating:. Thé intent in of féring this raté is to déterminé how _
much of thé ‘electri¢ load ‘lost to wood-heat in recent yéars can be
regained with a competltlve rate,

ANALYSIS

The proposed rate ls to be avallable for three years on an )
experimental basis in PP&L's California Servicé area., -In ordér to
part1c1pate a residential customer must have the capab111ty for
primary space heating by u51ng elther electr1c1ty or vood.

Part1c1pat1ng customers wlll be bllled from a new rate Schedule
DC-7, which offers electricity at 502 of the preseat’ téesidential
rates Schedule D. This reduced rate is only app11cab1e to )
electrlcity ¢onsumed during the heéating season ‘in excess of that
consuméd during a Base Périod (the preceedlng heating season will
be used for qualification).

Customers may qualify during the three- year test period as
follows:

A. Residences built on or after January 1, 1978,
automatically qualify for a full three years of
partic¢ipation provided they have the level of
wéatherization required by building codes at the
timé of ¢onstruction.




B. Residences built prier to Januvary 1, 1978,
automatically qualify for first-year participation
only. Second-year participation is permitted
following a company-sponsored weatherization
inventory (energy audit).

C. Third-year participation is peraitted after
the dwellng is retrofited to nmeet specified levels
of weatherization found necessary by the audit,

The rate as proposed by PP&L would be fifty percent (50%) of its
otherwvise applicable ¢lectric Baseline and Second Tier rates for
all usagé in excess of Base Period usage.

PROTESTS RECEIVED AND RESPONSES

Two. proteSts were filed against PP&L's Advice Letter. The flrst.
by the PUC's Public Staff Division (PSD), and the sécond, by Mr.
Ralph Cavanagh, Senior Staff Attorney of the Natural Resources
Defense Council (NRDC). :

A, PSD questioned the legality and the economiés
of the proposal and recomménded that the Advice
Letter be modified to the effect that instead of
"an experiméntal monthly ¢redit équal to fifty
percent of the applicable net rate,” it should be
"an experimental méonthly credit equal to fifuy
percent of the net second tier reésidential rate."

In response to PSD PP&L filed:a Supplement to Advice Leétter 194-E
dated August 18, 1986, stating it is williang to ac¢cépt the
proposed PSD modification which, at present rates, would produce a
net effective raté of 4.543 cents peér kWh that would be appllcable
to all kilowatt-hours that exceéd consumption-which occurred in
the corresponding Base Period billing. Howeéver, PP&L does not
agree with the concerns raised by the PSD about the legality of
the proposal. It is PP&L's belief that this experimental program
is fully consistent with the Public Utilities Code.

B. NXNRDC in its protest stateéd that while NRDC
applauds the goals of PP&L's proposal, it is
concérned with the means PP&L proposes to use

to achieve thésé goals and suggests some changes
wvhich NRDC feels would significantly improve the
program's prospects for succéss. NRDC's comménts
are based on present activity on a similar program
placed before the Oregon PUC by PP&L. NRDC states
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that its proposed changes vere alséd suggested by
various parties during the review of the Oregon
program, NRDC's principal c¢oncern is that the
program should be tonéentrated in a specific¢ part
of the utility's service area as a test program.

While agreeing with some of the suggestions of XNRDG, PP&L believes
that it is essential to 1mplement this proposed tariff in all
areas of its California service territory in o6rder to adequately
evaluate the program since PP&L'S Oregon sérvice aréa contains a
nunmber of dénsely FOpulated areas while its California territory
does not, and PP&L's California service area contains only about
30,000 residential customers.

PP&L'S PROPOSED ALTER.\TIOHS

PP&L's proposed alterations to the California program include the
following:

(a) Expands app11Cab111ty from single famlly
resideéaces to include any res1dente which '
qualifies,

~{b) Limits ellglblllty to re31dences which otheérwise

. quallfy and which have an installed electrie¢ Space
heating appllance and an installed woodstove or
fireplace insert or derive all space heat from a
fireplace,

(c) Company verification by audits of hones bullt
prior to January 1, 1978.

(d) Hémes served by»fuel oil or propane have been
declared ineligiblé.

(e) Heatherlzatlon vlll be based on cost- effectlveness
of measures,

(£) Program evaluation 9111 address electr1ca1 sales
and net revenue, weatherization activity, éléectriéal
use and appliance’ purchases other than displacement of
wood heat and air quality.

(g) The discounted net effective rate under the- ‘
revision will be 4.543 cents per kWh, at present ratés.
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f1SCUSSION

The staff of the Energy Branch of the Evaluation and Conplianée
Division has reviewed this Advice Letter filing and the
Supplementil Advice Letter filing and recommend its approval,
Hovever, the Energy Branch would prefer to see a rate of 4 ¢cents
per kRh applied for this experimental application, sinte that
lover 4 cent-rate is more c¢losély tied to the cost of wood, for
equivalent heat, available on the open market in PP&L's California
service area of $70.00 per cord. Discussions with PP&L's o
tepresentatives confirm that it, too, would prefer a lower average
per k¥h experlmental rate, however, in an effort to place this
program into operation for the Fall of 1986, PP&L felt it should
demonstrate its villingness to6 accept the 4.543 ¢teénts per k¥Wh rateé
proposed by PSD at 50% of the current Secéond Tiér level, In this
respect, PP&L spec1f1ca11y stated' -

"Although the Company feels that thé modification

to the pricing structure proposed by the PSD réduces
the incentive offered by the prograa, - the Company is
willing to aécept the modif1cation in érder to ‘
facilitate Commissién approval. Ia other’ words, -the -
Company will ¢hange the Expérimental Monthly Credit
to fifty peércent (501) of the Non-Baseline Net Energy
Charge "

FINDINGS

1. The protests Elled by PSD and NRDC weéere reviewed by PP&L and -
311 reasonable recommendations to amend thé proposéd tariff
Schedule DC-7 have been incorporated in its supplemental adv1ce
filing and in this Resolution, :

2, Thls alternative raté £or space heating offered by PP&L on an-
expérimental basis should heélp reduce air pollutlon now
experienced as a reésult of burning wood for heat1ng purposes in
its Callfornla serv1ce area,

3. The exper1mental rate proposed under Adv1ce Létter: and .
Suppleméntal Advice Letter No. 194-E will be effective for only
the 1986-87, 1987-88 and 1988- 89 Winter heatlng seasons unleéss
earlier dlscontlnued or later extended by further order of th1s
Comm1331on.

4. This filing will not ihtreasé:édy‘ratefOr chargé,“cause:thé
withdrawal of service, nor conflict with othér schedules or rules.

THEREFORE:

1. Pacific Power and Light Company is authorized by Séétioﬁ 454
of the Public Utilities Code and by Seéection X.A. of Géneral
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Order 96-A to pléace the experlmental rate set forth in Adviée
Letter and Supplemeéental Advice Letter 194-E, and accompanying
tariff sheets into effect today.

2. Pacific Power and Light Company ‘is directed to repOrt. to the
Chiéef of the Energy Branch of the Evaluation and Cémpliance
Division, its experiénce during this periéod of program .
availability with semi-annual reports, which will analyze the
progran's effécts on énergy use and on weatherization activity,

3. The expetimental rate authorized herein will be discontinuéd
on June 1, 1989, unless earlier terminated or extended by further
order of this Commissién,

4, Advicé Letter No. 194-E and Supplemental Advicée Letteér Ho.
194-E shall be marked to show that it was approved for filing by
Conmission Resolutlon E-3007. This Resolution is effective today,

I certlfy that this Resolut1on was adopted by the Publi¢. Utllitles
_ Conmmission at its: régular mééting on September 4, 1986. The
'follow1ng Commissioners approved it:

Execut




