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Memorandum

To: Utah Public Service Commission

From: Committee of Consumer Services
Sandy Mooy , Administrative Secret
Dan Gimble , Sr. Economist

Re: Comments on DSR Collaborative Report

Date: May 8, 1995

1. Background

PvELJ ty COMMISSIONERS
STEPHEN F. MECH

CCNVSTANCE B. WHITE 5 r

Over the past year, the Committee of Consumer Services ("Committee") has
actively participated in the Demand Side Resource ("DSR") Cost Recovery
Collaborative established by the Utah PSC to examine various DSR issues. The
principal mission of the Collaborative was to undertake an "experiment" to see
how an agreed upon DSR cost recovery method and a lost revenue formula
would perform based on a one year trial period . The filing of the DSR
Collaborative Report with the Commission on March 31 , 1995 brings to closure
the DSR cost recovery and lost revenue experiment that began in early 1994.
With the exception of the Committee , all the major parties participating in the
cost recovery collaborative have recommended--prior to issuance of the
Collaborative Report--adoption of a settlement document which incorporates a
cost recovery method and a lost revenue formula closely approximating the
method/formula analyzed during the experiment period . The Committee chose
neither to support nor oppose the DSR Settlement currently pending before the
Commission . After studying DSR issues at some length, the Committee remains
unpersuaded that DSR programs either sponsored or solicited by PacifiCorp are
in the long-term interests of the ratepayer classes which the Committee
expressly represents . The submittal of the DSR Collaborative Report to the Utah
Commission affords the Committee occasion to air some of our concerns with
DSR.
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be able to avail themselves of competitive generation options in the future,
bypassing the utility's generation while still relying on its transmission and
distribution system. The issue relates to the fact that departing commercial and
industrial customers take their DSR investments with them--investments that
other classes may pay in part for, depending on: (1) how much of DSR costs are
recouped via the energy service charge [ESc] from DSR participants; and (2)
how DSR costs are ultimately allocated at the class level. While the deployment
of the ESc engendered partial unbundling of DSR costs from general rates by
making the direct beneficiaries pay a share of program costs, the CCS believes
that full unbundling of DSR costs from general rates may be a preferable solution
to alleviate the DSR stranded investment problem.

D. DSR: Conservat ion. Customer Service or Both?

The Committee has always held the view that while DSR may have a tangible
conservation aspect, it also has an intangible aspect relating to customer service
and establishing goodwill. Specifically, DSR represents a marketing tool that the
Company can use to attract new customers, expand the load of existing
customers or retain existing customers. In other words, DSR fits in nicely with
the Company's overall economic development or business strategy. For
example, some of the larger Utah industrial and commercial customers were
apparently dissatisfied with the Industrial and Commercial Energy Finanswer
DSR programs that were offered by the-Company under DSR tariffs.
Consequently, the Company developed the Major Accounts DSR program which
was tailored to meet the idiosyncratic needs of certain large customers. The
salient point is that the intangible dimension of DSR relating to customer service
and establishing goodwill may indeed overshadow the conservation dimension of
DSR. The Committee feels that this is yet another reason to support the full
unbundling of DSR from general rates.

E. The Econom ics of Supp ly i Resources Versus Demand
Resources : T Hidden Cost of v

Since lost revenues are excluded from the Total Resource Cost ("TRC") test
used in the RAMPP IRP forum to perform a cost comparison of demand-side
resources with supply side resources, the Committee is concerned that the true
cost of DSR to ratepayers may be greatly understated. Conventional wisdom
holds that lost revenues are not a cost of production in the true meaning of the
term. We have no argument here. However, allowing the Company to recapture
estimated lost revenues attributable to the implementation of DSR programs
represents an indirect cost that, like direct costs of production, will be recovered
from customers in rates. The Committee believes that it makes little sense to
ignore lost revenues in the IRP framework when it appears that lost revenues, to

3



-sajea aseq o} aappe ue
se slllq Algluow 11941 u1 pajoal}aJ aq Alluenbesgns plnom aolad u99a6 aql •Aaluns

9q9 uo os ajeoipul plnom saoiad uaaa6 Aed of 6uipoale AI!Jewunlon sJawo4sno
asogl *IOU ao a4edlorped o4 j94194m uo uoisioap pewJo4ui ue aNew plnoo

aawo4sno lenp!nlpUl aq; 4eq1 os 6uiouad u9aa6 of juepua}}e s4IJaueq pue s1soo
pa4edlol4ue 941 a4eaullap A11n4aaeo 01 aneq plnom Aoiuns siqj •aNlle sessauisnq
pue splogasnoq o} Aeiuns Jawo4sno a 4o uognqu4sip 941 46noa49 pe4s11dwoooe

aq plnoo 6uloiud u99a6 uI 4saIe4ui }ueoglu6ls s' W9141 IOU JO 1941,9t4M

-sal}In14oe
6uipAoaa ul pabebue aae splogasnoq Auew os 4eg} 4oe} eq4 Aq poouaplna

anlen leo16o1oLOAsd ao 9Je4IOM Ieloos Jo Ianal a aq o4 saeadde ajagl ' plogasnoq
uan16 e ao4 sJaule4uoo oRRseld 6uiloAoar uI amen olwouooa 10 aouesge aq4 a1ldsap
'Al4uOJa}41p pa4e4S • 6ulolad u99a610 alalgan 941 g6noigl xe4 uor}enaasuoo A6ieua
ue Aed o4 6uill!m aq Alae11wis Aew Aag4 ' swa4I esag4 aloAoaa o4 „xe}„ 4aNonq enlq
e Jnoui o} elge pue 6u11l!m aae splogasnoq gons 11 • LE•Zq$ }o 4soo aeaA 4sig Ie}o4
e Jo4 OL*E$ 4o gal dnNO1d Algfuow a pue 49Nonq enlq ag} J0J L6'L$ 1o }soo Nuns e
Aed 6u1loAoaa aplsgano uI 6u!}edloiped splogasnoH ' gPo4 os pue sueo wnulwnle

'saulze6ew ' sJodedsmau `saauie4uoo ol4seld se Bans swell aloAoaJ o4 „sj9Nonq
_._ anrq„Jo4 aeJ,uol4alloo -96eq.e6 aseq Jiag4 }o dol uo 4unowe eJ}xe ue Aed

o4 6u!ll!M (splogasnoq Ie4o4 }o %O t. AlgBnoi ) splogasnoq 4o aagwnu Iel4ue}sgns
e aq o4 saeadde aJag4 `iadoid A4!0 9Ne14IeS u1 aoue4sul and 'swei6oid bSQ

}o uol4eaaploJd ag9 azlplsgns ao:poddns of (sealed uaaa6 Aed '-a-I) slllq A4!3!J1oala
J9g61g inoui o} 6wll!m sI 4eg4 ollgnd leaau96 aq} jo juaw6as aelnogJed e aq stew

aaag4 ' seem( 4UaoaJ uI ss9UaaeMe Ie}Uawu0JIAUO 6u!uoa6anq e p 4uanpe ag# 44!M

-aweg4 6u11punqun Iln4 eq4 uo uol4elaen a s1 6u!o!ad uaaa6 '4oa}4a
ul -salrelogauaq 2JSCl woJJ Al4oaalp pa;eJaua6 sanuanaa oS3 Aq p3J9no3 IOU oie
golgnn sAel4no 4so3 HS(] Jo eoald aq} J2no39J o4 ABM a se „6uloud uaaa6„ aJoldxe

o4 s1 'leadde leJoosln UIB}aao a seq pue 4deouoo 3S3 941 s4uaweldwoo uolgse}
awns uI 4eg4 '6ulolad A}IIRRn Ieuo1}uanuoo woJ4 ampedep leolpei }egm9wos V

!d JO ego u1 IJd Ua9JO
.d

]anal dHI aq} le saoinosai
}o uosuedwoo oiwouooe eq4 woJ} papnloxe aae ssnuanaJ }sal 4I poslwoidwoo

eq plnom 1eq4 snxau a `6uiNewe4eJ pue 6uluueld ueengeq Null 6UOjjs
ue aq plnogs a.1ag4 4eq} sule4ulew 99}}1wwo3 aql -sanl4eUJ91Ie apls Alddns

pue ^:ISQ 6ul4adwoo 6uowe 'suolloales eoinosei AIa}ewl4in pue 'suosuedwoo
olwouooe 6u1New uegm suoll`enba 4soo HSQ eq4 uI s4soo asegl apnpul

04 a4eladoidde swags 41 'siaAeda4ea WOJJ pOJanooaa eq o4 aae sanuanaa 1sOI
paIewRRse 4o uo!pod awns ao lie 11 -sa}ea oploole uI pajoal}ai eq ll1M '4ua4xa awos

•



0

Ill. Conclusion

With the Utah Commission presently undergoing a transition as two new
commissioners come aboard, the Committee feels that it is appropriate to
indicate the various reasons underlying our position to neither support nor
oppose the DSR Settlement currently pending before the Commission. From a
public policy standpoint, the Committee is still not convinced that DSR is in the
long-term economic interest of Utah Power's residential , small business and
irrigation customer classes . In particular , we question the wisdom of investing in
DSR when the electric industry is likely to be radically restructured in the near
future . While the final form of this reshaping is uncertain , the issue of stranded
investment recovery appears to be unavoidable and will invariably be a hotly
contested issue among the many stakeholders in Utah . Because DSR
investment in Utah will primarily be limited to the large industrial and commercial
customer classes (those classes that will initially have competitive choices), we
fear that today's DSR investment will be tomorrow 's stranded investment with
core customers picking up the "stranded investment" check. In a parallel way
this is what transpired on Mountain Fuel's system back in the late 1980s, as
large industrial and commercial customers switched to interruptible
transportation service , procured competitively priced gas supplies on the open
market , and left firm service customers saddled with high cost , take-or-pay gas
-contracts . We hope the Commission will keep this history lesson in mind-as-it
considers the merits of the DSR Settlement against the backdrop of an emerging
competitive paradigm in the electric industry.

cc: Douglas C. Borba , Director , Department of Commerce
DPU, attn : Ken Powell, Ron Burrup, Rebecca Wilson & Mark Flandro
-PacifiCorp, attn: Bob Lively , Nancy Esteb
Parsons , Behle & Latimer, attn: Bill Evans
Office of Energy and Resource Planning , aftn: Kevin Duffy-Deno
Land and Water Fund , attn: Eric Blank
Mountain Fuel, attn : Jim Balthaser & Glen Watkins
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