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The Division of Public utilities ("pivisiol"), the

Committee of Consumer Services, PacifiCorp, dba Utah Power &

Light Company, ("Company"), the Department of Natural

Resources and the Environmental Intervenors, hereinafter

collectively referred to as the "Parties", hereby apply to

the Public Service Commission of Utah (*Commission") for an

order approving a Joint Recommendation, a copy of which is

attached hereto as Exhibit A.

In support of this Application, the Parties state as

follows:

1. In its June 18, 1992, Order in Docket No. 90-2035-

01, the Commission stated:

'The Commission finds that demand-side resources, which

includes end-use efficiencies, load management, and

conservation, are more difficult to acquire than

supply-side resources. Regulatory disincentives may

exist. The Commission finds that currently there is no

approved ratemaking treatment for DSR_ Given the

asymmetry of ratemaking treatment for DSR and the

resulting uncertainty of cost recovery, the Commission

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

basis, the Commission finds that clarification of the

regulatory treatment of DSR is necessary . . .
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4- 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

includes DSR targets which would encourage a reasonable

level of DSR activity during 1994- This trial period

should include safeguards to insure that DSR costs are

treated like SSR costa , 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.

S. 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 regulatory treatment of the costs , including lost

revenues , incurred by the Company during calendar year 1994

for DSR. activities in Utah. The Joint Recommendation also

establishes a framework for the evaluation , both during and

after the trial period, of the results of the interim trial

policy. Finally, the Joint Recommendation establishes a

- 3 -
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Steven Alder
Assistant Attorney General
Attorney for Department of
Natural Resources
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agree that the Interim Policy detailed below is a reasonable short term alternative forg

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

2
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•
2. TARGET FOR 1994 DSR ACTIVITY

2.1 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.

2.2 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 III.

3. DEMAND-SIDE-RESOURCE PROGRAM COSTS

3.1 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 jurisdictions.

3.2 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

4
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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 El. 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 technique that measures a utility's overall efficiency. Incentives can be

applied to reward utility measures that improve this efficiency and thus minimize ratepayer cost.
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0
Joint Recommendation . The parties respectfully request that the Commission

adopt this Joint Recommendation.

Dated this ay of October 1993

PacifiCorp

Dept of Natural Resources

Environmental Intervenors
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APPENDIX C: GLOSSARY

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

NEECS: 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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