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UETlying Premise

OUIIWESIWIIFNOT INVEST ' energy’ etficiency
WiERIQLLE ;'e eC|aI financial Incentives.
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DSSIble to accurately identify the sales and
nue declines that result from energy
= _H:Efflmency efforts by consumers.
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® Those declines are significant to the utility.
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plmr —10e sever the link between
sel and revenues
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gPECOUPIING breaks the link between the
Yolllime of therm sales and the recovery of
fied costs and would provide for an

,; eased focus on energy efficiency
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Ad conservation.”
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Avista Petition to WUTC for natural gas decoupling
mechanism, Docket UG-060518)(emphasis added)



Whgi [ii you don't get it right?

Poor)y efgsfefalee

i
Lk ko i
-

> \ejor exp'?"- se for ratepayers

ANNE rrL venue stabilization mechanism for the utility
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nificant shift of risk from shareholders to ratepayers
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——d —Over recovery for the utility

e Failure to achieve gains in energy efficiency

® Piecemeal regulation
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WHEINIRyourden t-getH

rease” problem

ANIASENCEN *'general rate increase disguised as “decoupling.” Use of 10
yeels oJrJ LESTYEal' as basis for average Use per customer meant customers
gellel el oric declines and saw nearly 10 percent per year increases even
U nle 'm.al Wweather with no additional conservation. (Cascade Natural

Eas, Wi :rc Docket No. 051651 )(WITHDRAWN)
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-W ndifall profits” problem
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'7\-proposa| to lock in fixed cost recovery through a decoupling mechanism
when the utility could sell conserved power in the wholesale market for
more than retail rates, so that any reduction in retail sales would increase
profits, even without a decoupling mechanism. (WUTC v. PacifiCorp, WUTC
Docket No. UE-050684)(REJECTED)
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ICE elau, ICItY
- NorHo ipany’ sponsored conservation
ppllance efficiency standards
ver of housing stock
-'—-'_~_More efficient building codes

s Economic conditions

s Company-spensored energy. efficiency



B Company Sponsored
Conservation

B Total therm decline
due to elasticity,
customer sponsored
conservation,
improved housing
and appliance codes,
company-sponsored
conservation, etc.
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W Lost Therms = 0.2%
@ Total Sales = 99.8%
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SMIONViiat eEXIENt do you want to guarantee
ragovér\""* revenue lost due to ALL of the
fele ror_, | hat cause decline?
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Ziiordability (stop the beatings!)
Siicl omr\ - [nfreguent rate changes
AIST ey can understand

lanced, non-piecemeal regulation
nservation and energy efficiency
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VEIEsCOMpPIEXItY (E.g. Weather adjustments, new
CUELOIES !ssue)

2 VIBHE ruent fate changes

eSS S ablllty

S Viore confusion

= & Another “tracker” that changes customer rates
-~ without a rate case

~® Piecemeal regulation of an isolated, negative
Industry trend In usage per customer
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—— Eiiminating the conflict between
profitability and energy efficiency



BEiBreave throw money at —

PIeBIEM, IS the?é" ——

ANl Iy track record off conservation and' energy
SICIENCY?

AEvhENEnced and committed utility staff?

S U[3[90) tlng state and regional infrastructure,
IS1 utiens (e.g. Northwest Power and

.:':.4‘--~ gonservation Council, NW Energy Efficiency
*'f.AIIlance State Energy Office)?

s Third party vendors, evaluators?

e _Robust conservation resource analysis as part of
Integrated resource/least cost planning?
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MIEESINTIENgINI FECoVery mechanism

= Third party provider of energy efficiency

Services
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@iWiElve, Issues” any decoupling s

preposall must address:

[

Wbt
ll

S -|sk (conservation, weather or both)
‘flxed costs Included
S @Ther classes included
Tﬂe up accounting detail
e Method of cost recovery

- Deéign of pilot test period and evaluation
method
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> Tlpilal gic nd calculation off rate adjustments
I [ICICT rnew CUStOMErs on revenue recovery
= Jmorg “on low-income customers

o LLJ 4Tficat|on of incremental conservation
i 2asuUres to be undertaken

ﬂevelopment of energy conservation targets.
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— WUTC v. PacifiCorp, UE-050684, Order No. 04, April 17, 2006 (rejecting
decoupling proposal)



IiREs;tried and discontinueddiis s
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SRIYBOFIC00 2'% Bonus Rate of' Return/ Result:
REERUIVE e Spend more on conservation
PGS, regardless of cost-effectiveness

- 19_9.@ ECAC Conservation incentive award
*. @i shoert-term energy savings
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: esult incentive for cream- sklmmlng

1991 96 Periodic Rate Adjustment Mechanism
(PRAM) with full distribution cost decoupling

Result: Steady upward rate adjustments
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VHELS the goal®
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Vere company-sponsored energy
iEficiency and conservation?
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‘_';'-If‘sb, IS decoupling the most affordable,
and effective way to direct ratepayer and
company resources?



