BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

TN THE MATTER OF RATEMAKING
TREATMENT OF DEMAND-SIDE
RESOURCES AND THE ANALYSIS OF
RECULATORY CHANGES TO ENCOURAGE
TMPLEMENTATION OF INTEGRATED
RESOURCE PLANNING.

DOCKET NO. 92-2035-04

JOINT APPLICATION

Nt gt Vs Yt Nt st

The Division of Public Utilities ("Division®), the
Committee of Consumer Services, PacifiCoxp, dba Utah Power &
Light Company, ("Company*), the Department of Natural
Resocurces and the Environmental Intervenors, hereinafter
collectively referred to as the vparties", hereby apply to
the Public Service Commission of Utah ("Commission') for an
Oorder approving a Joint Recommendation, a copy of which is
attached hereto as Exhibit A.

In support of thig Application, the Parties state as

follows:

1. Tn ity June 18, 1992, Order in Docket No. 90-2035-

01, the Commission stated:

wThe Commigsion finds that demand-gide resources, which
includes end-use efficiencies, load management, and
conservation, are more difficult toO acquire than
supply-side resources. Regulatory disincentives may
exist. The Commigsion finds that currently there is no
approved ratemaking treatment for DSR. Given the
agymmetry of ratemaking treatment for DSR and the
regulting uncertainty of cogt recovery, the Commiggion
questions whether the Company has sufficient financial
incentive to pursue its IRP. Given the Commission”s
directive that DSR and SSR be treated on a comparable
basig, the Commission finds that clarification of the
regulatory treatment of DSR is necessary . . -
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A. In the Participant Position Papers section of the
Report, the Division expressed the view that, although the
Collaborative had conducted a rigorous investigation of DSR
alternatives, further investigation was required. The
Division stated:

"We recommend that an interim trial policy be crafted

and implemented for 1994. This interim approach

jincludes DSR targets which would encourage a reasonable
level of DSR activity during 1994. Thia trial period
should include safeguards to insure that DSR costs are
treated like SSR costs, and to limit the dollar risk to
ratepayers. It should also allow for a collaborative
to continue investigation of other solutions, and to
evaluate and oversee the results. The Division will
work with the other parties to see if a trial policy
can be developed that accomplishes these goals.

5. On August 4, 1993, the Division invited all
Collaborative participants to a meeting to discuss an
interim trial policy for the Company’s Utah DSR activities.
After a series of meetings, the Parties have agreed on the
interim trial policy which is described in the Joint
Recommendation.

6. The Joint Recommendation establishes a framework
for the regqulatory treatment of the costs, including lost
revenues, incurred by the Company during calendar year 1994
for DSR activities in Utah. The Joint Recammendation also
establishes a framework for the evaluation, both during and

after the trial period, of the resultg of the interim trial

policy. Finally, the Joint Recommendation egtablishes a
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By S@M\Em

Steven Alder
Asgistant Attorney General
Attorney for Department of
Natural Regources
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agree that the Interim Policy detailed below is a reasonable short term alternative for
addressing DSR cost recovery and program review issues in the State of Utah. This Joint
Recommendation represents a compromise. It does not indicate that all parties agree that the
Interim Policy provides either complete or incomplete cost recovery of DSR costs or that it

equalizes the treatment of DSR and SSR resources.

1. NET LOST REVENUES

1.1 Attached as Exhibit 1 is a description of the Net Lost Revenue Formula
(Formula) which the parties agree will be used by the Company to calculate
net lost revenues (NLR) during the 1994 Interim Period. This Formula will not
be subject to change during the Interim Period. As part of its responsibilities, a
collaborative task force (defined in Section 4) will work to quantify the inputs
to the Formula, and will issue a report to the Commission indicating areas of
agreement by the parties regarding the amount of NLR in 1994, and any
remaining NLR issues to be resolved by the Commission. The parties
recommend that the Commission adopt the Formula for purposes of calculating
NLR for 1994. The burden to show that the inputs to the Formula are
reasonable rests with PacifiCorp. -

1.2 The amount of NLR calculated under the Formula described in Exhibit No. 1
and ordered by the Commission will begin to be amortized on January 1,
1995, over the average life, as approved by the Commission, of measures

within the specific DSR program which created them. PacifiCorp will continue

to work with the DSR Collaborative (as defined in Section 4) during 1994 and
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2. TARGET FOR 1994 DSR ACTIVITY

2.1

22

The 1994 DSR target will insure an adequate level of DSM activity in order to
provide sufficient data to evaluate and measure the success of the demand side
programs in Utah.

Therefore the minimum energy and capacity target for 1994 DSM activity in
Utah will be 40,000 MWh and 5.9 MW, respectively, on an annualized basis.
It is the intent of the parties to gain information on a wide variety of DSR
programs. Therefore, PacifiCorp agrees to complete at least 20% of each

customer class's near term action goals as stated in RAMMP IIL.

3. DEMAND-SIDE-RESOURCE PROGRAM COSTS

3.1

32

For the purposes of this Interim Policy the parties concur that program
evaluation, monitoring and reporting costs will be expensed in the year
incurred. Non-program specific advertising costs will also be expensed in the
year incurred. All other DSR program costs, including costs associated with
conservation contracts resulting from the bidding process, will be capitalized
with amortization beginning January 1, 1995 and continuing over the life of
the program measure. This treatment is consistent with the practice in other
PacifiCorp junsdictions.

The Company will capitalize DSR program costs, including NLR, and will
accrue carrying charges at the current AFUDC rate on DSR program costs until
the amortization of those costs begins on January 1, 1995. The capitalization

of the program costs, NLR, and related carrying charges will be booked to




jua1Ind o1 B ‘0Zreyd Surkires B yym pozifeideo oq [[im $ISOD 9SOy, ‘sosuadxa
Jueynsuos oy Jo diopiyioey 10§ K19A0021-1509 pjoddns 03 ojqeuoseal S1 1eY)
oa15e sonted oy “dioDuyoey Aq pepiacid ssruow wAedojel £q pepuny oq [[Im
JuelNSUOd oYL 'soniAnoe g S,d10D1J108d JO MITAAL renaedwr ue apiaoxd
0] JuB)NSUOD poljifenb B UIRRI [[IM 2ANEIOQR]I0) YL OANBIOQE[[O]) MU
oy} OJUI PaWMSYNS ¢ [[IM AIIAODDI JSOD UO SAIRIOQR][0])/20UBIOFUOT [EIIUYID],
WS 1PWIO] 8U) puk 90104 YSeL uonenfeay YS 3unsxd Yy ‘DSd oW
0} SUONEPUSWIUIODDI PUR SUOISN[OU0D SY piodar pue £o1j04 WILIDIUY S} SUTIEXD
0} 8q [|M 9ANBIOQE[[0D) SHf} JO snooy Arewnd oYy, “JOPIO UOISSIUWOD Aq
y661 0 Joud pourio} 9q jfeys ‘sanied pajssoul I19Yl0 pue ‘38d Y ‘Td UNA
‘g7 ‘Nda oy ‘diopyroeg urory saaneiuesaidel Jo Junsisuod (aaner0qR[[0D)
0010 S} SALRIOQR][0D Mou & ‘[enusiod siy) sonpos djoy OL asue 0} sondsip
105 [enusjod € oq Kewr 010y} ‘UOHEPUSWIWIOIDI Julof SIy} JO SULIS) Sy Jopun
SHNsel 9N AU O3 PN 9 [[M SSUSA0RI YN 30UIS JOASMO 'SjUSUISIAUL
WS 03 presar up suoisioep sjeudoidde syew 03 A1essaoou uoneuLIOUl

oy dojaasp 03 8q [ SHOJR BN s.dioDyIoed 3o oAnoalqo [eluowrepuny ayy, Iy

40404 MSVI HAILVIOIVTIOO h%

“(SWOOUT 1SAISIUL 10} “SANUSASY 9D1AIRS Snoaue[[99SIN) [+ pue
(jedund ueoj 103 ‘SHUSUNSIAU] 1Y) T SN0 Ul Paplodal aq M J8reyd
oo1A10s AS10U oY) WOy Funnsal syuewked PWOISN) PIZIfENULE 954 JoU

M uonEmd[ed WYIN 94l (onusasy o1nos[y 19Y0) 95 IUN0OdE O} PaYooq 99

M sjunowre 9s9Yy} JO uonezijowy ‘(syessy Aiojen3oy 10WyiQ) £781 unodde




AFUDC rate, in account 182.3 until amortization over a 5 year period begins
January 1, 1995.  Although the work of the consultant will be directed by a
steering committee of collaborative participants, the primary objective of the
consultant's work is to analyze PacifiCorp's M&E efforts, data, methods, and
results on behalf of the Collaborative and non-utility parties.

4.2 In early 1994 PacifiCorp agrees to provide M&E plans for each DSR program
for Collaborative review. These plans will include estimates of the NLR for
calendar year 1994. PacifiCorp will keep the Collaborative informed relative to
its ongoing M&E activity.

4.3 In addition to its primary task described in section 4.1, the Collaborative will
examine several other issues. First, the Collaborative will run a one year
numerical experiment with the statistical recoupling program that was proposed
by the EI. The purpose of this experiment is to determine what would have
happened in calendar 1994 if the Commission had adopted statistical
recoupling. Second, the Collaborative will develop options for a shared savings
incentive plan and a total factor productivity incentive plan'. Third, the
Collaborative will assess the price impact of DSR on non-participants in DSR
programs. Fourth, the Collaborative will develop performance standards for
Commission consideration in determining post-1994 program eligibility for

cost recovery. The parties agree that these standards should apply

' Total Factor Productivity is a Lechnique Lhat measures a ulility's overall efficiency. Incentives can be

applied to reward ulilily measures thal improve this efficiency and thus minimize ralepayer cosl.

6
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Joint Recommendation. The: parties respectfully request that the Commission
adopt this Joint Recommendation.

Dated this f day of October 1993

,

s
Divisi

PacifiCorp ?{y( 194{&1&\&@
Dept of Natural Resources Comrflittezof Consumer Svc

G

Environmental Intervenors




“Juaiaajoaur s Auedwioy) ayy juasqe
po[[eISUL dARY P{NOM JIWIOISND B} Jeys JO U] 95eq,, 31} I3A0 (SIsAjeue JULIAUITUS UO paseq) JusuIaIUl
foustoryje oy} oq [ swesdosd yons jo sguiaes ABIoUs oY, "UOIJRIILIIS(D PIsLLdUt pue saljlanoe
YSQ Jo uorjeuiquod e spnpoul Aewr sweifosd ygq uteprs) -udisep wredfoud ayy ur papnpour siskpeue
Surreaurdus ay) UO paseq aq [[IM S2INSLAU A} Jof YN 8Y] “Jawojsnd ayf} pue Aueduwio)) oy} usamyaq
JORIIU0D DIJ109dS © SA[OAUI JOU OP SINSLAU UOT}RAIISUOD AWI0G Uoljen[ead ureddoud uo paseq pajepdn aq
[ sis[eue Furpaulfus yong ‘sTUIARS UOIJLAIdSU0D 0] PAe[al Jawo)snd oy} pue Aueduro) ay) Usamioq
£[[enjoesjuod pasn asoy} aq [[Im Uorjeinofed N Jo sesodind 1oy pakordula sisAjeue Futidsurdus eriuj | ajoN

'¢661 YSnodyy uorpenfeas wedsosd uo paseq pojepdn aq [[in pue siskjeue FULISIUIFUD U0

paseq aq [[1a jusuoduiod siyf -swetFoud Ygq jo soajje Juip(ing peof jo JON 9U) uo joedwl oyj,
“ejep d[qe[ieae }saq al[} U0 paseq Pajewl)ss aq

f{im uatodurod *JoN Yy o[qe[reae jou st sjuiaes yead Juaplouiod—uou ayy jo sisdjeue FuLsaulus
ey} uaAs oY) U “sisAjeue Fulseaurdua uodn paseq aq [[im sFulaes yead (UIPIOUII-UOUL A,
"2Insealll UorjeAlssuod F1aus £q paonpoud [aaaf sa[es ay) e sFuaes (y) yead Juaprouiod-uoy
"$98$0[ 2UI[ J0] pajsnipe aq [[Im pue siseq JON ue 0} pajsnipe aq [[im Jusuodurod

sty -swreddodd ¥gq uwiody y[nsat ey} yep] J0J SFUIARS SO0 puUBLIAP paploAe paljijuapl ayj,
‘JJle} JUDIIND BY) UO paseq SSe[d JauIo)snd ayy Joj i Jad adreyd puewsq

(do1 - “dN) X (0QV - 04) = (puewdp) anuaady isoq joN

e[nuLioy 8y} Jjo

JuatoduIod SIY) Ul papn{oUl 8q [[IM Bale UOI}ONISUOD mau ay) ul sweddodd ygq o} paje[ad ymod
peo] 'Gegl Yydnouyj uorjenjeas wesdosd uo paseq pajepdn aq j[m pue sisfeue Fuliesuisus Uo
paseq aq [[ix yuauodwod sty “suresdoud ygq jo syoedut Fulpjing peof 0} pajefad asealoul safes Yy
(s[ ajou aas) -payljuenb aq Uwd SYUIWI[D

{ons Ua)Xa 8y} 07 (g 11qlyxy 39g) sgutaes jo dUa|sistad pue joeqdeus 'SISALIP 9.1] "SISPLI 3d4) JO
Juaiieay ojeridoadde ayy apniout jfeys uorjenjess yong "GET YINOJY) uoijeULIOjUL Uoljen[ead
JUALIND JSOU 3y Yyim pajepdn aq [[ix sishjeue Fulisourduy "polayd WiIaju] ay) FULINp saInsesw
uoljeAJosuod 10) stshjeue Futieemigus Aq pajeuln)ss 1o paisnoul Afjenyoe sgumes AgIous yyy
"$a880[ aull] adedoae pue jIpado sfesal 1oj

sa(es Joj pajsnipy '$1502 uonjonpodd pajapoul uo paseq Yy Jad $1800 paploae UnI-1Ioys A[juopy
“JJle) JULIRD Ay Jod sse[d Jowolsno ayy 1o Yy Jod ajed yoolq [re],

(91 - 81 ) X {2V - ¥4) = (310u0) anudrdy 1507 1oN

= dnq

= "dON
= Qv
DIAYM

:puRLId(

EAENT
: £91uy

:MO[9q pauljap

ale SUOIe[NO[R) 38al[} J0J SR[RUWLIO] AU, D[NPAYIS A}e. yoea Jof PaYe[noled aq [|tn Juauoditod puewsp pue £3Isua
(e ([0g "aNUaAdL pUBWAP 180] pue anuaadl A1aud 180[ Jo WInS S} aq [[eys YN £o1[0d Wialu| oy} jo sasodund Joy

ANUAAY SO 19N JO UoIjR[Na[e) JO] e[nuLIo,

P quyxy




EXHIBLE £
: ' Page 1 of -
J mpact Evaluation of Demand-Side B

Management Programs
Velume 1: A Guide to Current Practice

—

_\‘-\-‘“‘-..
Prepared by -

T

RCG/Hagler, Bailly, Inc.
Boulder, Colorado '

ELECTRIC
POWER
RESEARCH
INSTITUTE




-wesgord ou a1om 2191y J1 uoas ‘weidord syl Aq pajowoad
SUOII0R UOTIBAISSUOD Y} USYEIOPUN 9ABY P[IOM OUm S[ENpIAIpUT ISOUJ, :SIOPTY 331

“Joryrew ay) SurAoul 905 ‘SIUIAES
n a1 219y nq ‘werdoxd oy ur sredpnred

o) Buisned se pamaiA 2q ued 110339 WSA s A
10U 0;5 1510 woiy uopdwnsuod AZIoud Ul ISBIIdIP B, :1SSUIABS JOALI(] 99
T,

"9[qBLIBA 9} JO UBIW ap orsuateamnbyg -Aiiqeqold pajeloosse ay) are s1ggrom
: a1 2I9YyMm ‘sonyea aiqissod so[qeiea woplies-e Jo ogerone polydiop  oneA padadxy
T— 9l aﬁxmnws_xpa\m M poje[aTieaun A[snosueioduajuod

St 11 ‘90USY] ‘[°POW Y} SPISINO PAUTULIANAP S} o[qeTren a1 Juuedw W) Y :SNOuIZOXH

-

-a1goxd peoy eordks

v Aq peo [y e uoneiado Jo SIMoY JO Jaquinu Sy, {(H'1I50) sanoy peoT] [[ny judjeainby

d ’/ e — -3 o
W}Iﬂﬁua mduf“tﬁf(ﬂiau:ﬁﬁ[ddﬁw;&m%ﬁ%&g@am juowdinby

S

: ‘(YA\Y) SINOY-1IBMO[IY Ul PAINSBIN
-own Jo pouad paioads B 1040 Jowoisnd & Aq pasn (M) 1omod jo junouwre dyJ, :ABruy

"ULI9) DOUBQINISIP Y} YIM PIIB[91100 A[snooueIodwajuod

SI J1 ‘90uQy ‘[opouwr 2y} txg.]_um_pwrmﬁ)‘bp'sg 3[qertea oY) Suuedw WLIY) .Y :snouadopuy

”’f - T ) —

— "ss9004d TeLnsnpul _r(f“ﬂm ‘asnoy 2uo je ‘101mIpdiger ¥ 3o
,_,.,—wrpﬁ ofoads © 103 uondwinsuod A121119919 Jo JUSWRINSEoEH199TI(]  BULISIJY SA-puy

e -A-\“n'vv_@__;ae“omaMEWlQ!WJOIQWHSQ U’V‘_:Jualaw:ﬂ

"(snun paxtw) Jamod 1ndur jo 11em 1ad indino 1noy
-10d-n1.g Jo swidy uf passardxyg -jusuidinba Guruenipuoo ne [eIoWWd pue [ENUAPISIL
[[ews Jo souewr10§1ad 343 3unel Jo sugaw pasn A[UOWIWOD v :0mel Adusmniye AJ1euy yAH

'l:l_.___LE:I’ﬁO.Ia/ ﬁog:e[nm;s Suipping “Apnoy “xo1dwos v :1'z-90d

’___,,/ "W10y [RUOROUN] U]

ww—/.-
119 [[RLIS SB []9M SB ‘BIRp OU 1B 219y YOIym 10} [POL [BONISIIRIS O UO S9dUQN[IUI [[B
aamded Appridxo 0) pasn st YdIYM J|qeLIEA (21SBYD0IS “9'1) TUOPUR) Y ULIDY, DUBQANSI(Y

‘.3 T AUVYSSOTO D XIAONAJdV
“ 30 ¢z 3bey
¢ 1I9IHX3

M‘-—m}\mﬂgﬂmﬁu}m@ u/M3 ‘dOD FddS HdH-

‘ga1e 100y} Jo 1un 1od asn AS1ouyg xapuj uonezijnn.s3ug

531 1opun Sunerddo jun e se: nonduinsuod AF1oue owes aYy) ul SIMSSI YIIYM Jun Funpooo --- -

R e




' ' . EXHIBIT 2
: - Page 3 of 4

o -

Ci. APPENDIX C: GLOSSARY

Natural Conservation: The energy conservation that participants would have undertaken
had the program not been implemented.

NBECS: Nonresidential Buildings Energy Consumption Survey.

Net Impacts: The change in participants’ electricity consumption which is directly
attributable to the program.

Net-to-Gross Impacts: Indicates the degree of program induced behavior.

New Construction Programs: Programs designed to induce customers to use energy efficient
practices when constructing a new building,

Normalized Annual Consumption: Annual electricity consumption that has been weather
normalized for weather conditions.

Ordinary Least Squares: An estimation technique which minimizes the sum of squared
residuals (i.e., the difference between the predicted value and the actual value of the
dependent variable.)

Panel Data: Data for a group of customers over a period of time, also referred to as
longitudinal data or pooled time-series/cross-sectional data.

Participation Bias: A bias which can occur if the savings estimates for a population are
based on the savings of early DSM program participants; and the early participants are
customers who will benefit the most from programs and this might not be representative of
the population. |

Payback: The period of time required for the energy savings to equal the cost of the
conservation action. For example, if a conservation action costs $240 and saves $10 a
month, the payback is 24 months.

Peak Demand: The greatest amount of demand that occurs during a specified time period.

Persistence: Refers to any decline in energy-saving effectiveness that may take place over
a conservation measure’s life, This is a function of both consumer behavior and equipment
degradation.

Pre- and Post-Program Analysis: An analysis that compares data from before the program
is implemented with data from after program implementation. Simple comparison or
econometric techniques can be used to relate the two.
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