Affordable Residential Electric Rates

Background and proposal
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Residential rates have a tiered structure where rates increase as you use more electricity
AB 1x (Chpt. 4, Stats of 2001) capped rates in lowest two tiers at levels in place in 2001
For almost a decade, increased costs for utility services were borne mostly by upper-tier users

SB 695 (Chpt. 337, Stats of 2009) provided limited relief by allowing rates in the lowest two tiers to increase by 3
to 5% annually based on the Consumer Price Index

Average Rates in Tiers 1 and 2 have increased minimally since 2001 compared to upper tiers

2001 11.4 c/kWh 13.0 c/kWh 18.1 c/kWh 22.5 c/kWh 24.5 c/kWh
2004 11.4.¢c/kWh 13.0 ¢/kWh 16.8 ¢/kWh 20.1.c/kWh 20.1.¢c/kWh

2009 11.5c/kWh 13.1 c/kWh 26.0 c/kWh 37.9 c/kWh 44.1 c/kWh

2012 12.8 c/kWh 14.6 ¢/kWh 20.6 c/kWh 33:6:.¢/kWh 33.6: c/kWh

Gap between Tier 2 and the highest Tier went from 5 cents per kWh to 15 cents per kWh today
Absent reform, the gap between Tier 2 and the highest Tier doubles to nearly 29 cents per kWh by 2022
Low Income customer rates were higher in 1993 than they are today

1993 10.1 c/kWh 11.6 c/kWh 11.6 c/kWh 11.6 c/kWh 11.6 c/kWh

2012 8.3.c/kWh 9.6 ¢/kWh 12.5:¢/kWh 12.5 ¢/kWh 12.5 ¢/kWh

The CPUC has only very limited ability to fix residential rates without legislative changes removing current
statutory restrictions

State law provides for a 20% discount for qualified low-income customers yet the rate structure has resulted in
discounts of up to 63% on upper tier usage.
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" Overview of Rate Components

2012 System Average Bundled Rate: 15.3 cents/kWh
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o/ Projected Average Non-CARE (E1) Rates
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Without Reform — Residential Rates Are Unsustainable
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30K to < 60 K 865,000 207,000 (34%)

usage**.

1,063,000 435,000 (41%)

100K and Above

NOTE
*High usage households are defined to have Tier-3 and above usage in all 12 months of 2009. The remaining customers

are defined to be Low Usage households. Customers who qualify for CARE program are excluded.
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At the same time
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In 2009,

« approximately 20% of the “low income” households over paid. There are approximately 30% “low

households.

income”

« approximately 34% of the “high income” households have overpaid, which means that about 66% of the high
income households have under-paid. There are approximately 23% ‘high income” households.
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