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I N D E X  OF OUESTIONS 

The fo l lowing  is  a n  index of t h e  ques t ions  r a i s e d  r e l a t i v e  t o  t h e  DOE 
p u b l i c  b r i e f i n g  on u t i l i t y  rate s t r u c t u r i n g .  Where t h e  ques t ions  a r e  
numbered, they  were submitted by consumer and pub l i c  i n t e r e s t  groups 
p r i o r  t o  t h e  b r i e f i n g  (Questions 1 through 36) .  The answers t o  t h e s e  
ques t ions  a r e ,  of course ,  included.  

* .  * * * * 
QUESTION : 

/I1 - Is i t  p o s s i b l e  t o  s t r u c t u r e  u t i l i t y  rates so  t h a t  
gene ra l  c u t s  i n  usage and i n d i v i d u a l  c u t s  i n  usage w i l l  
r e s u l t  i n  reduced b i l l s ?  Is i t  necessary  t h a t  consumers 
be  caught i n  t h e  bind of having h igh  energy b i l l s  because 
they  u s e  energy, o r  having h igh  energy b i l l s  because t h e  
companies need revenue? 

/I2 - What w i l l  be  DOE'S p o s i t i o n  on lower: r a t e s  f o r  b a s i c  
r e s i d e n t i a l  u s e  when in t e rven ing  i n  a l o c a l  r a t e  s t r u c t u r e  
ca se?  Under i ts  a u t h o r i t y  t o  p a r t i c i p a t e  i n  S t a t e  u t i l i t y  
r e g u l a t o r y  proceedings,  w i l l  DOE recommend l i f e l i n e  r a t e s ?  
I f  so ,  what kind? I f  n o t ,  why n o t ?  What u t i l i t i e s  a r e  
c u r r e n t l y  u s ing  l i f e l i n e  r a t e s  ( n a t i o n a l l y ) ?  What a r e  t h e  
spe ' c i f i c  l i f e l i n e  r a t e  des igns  t h a t  a r e  being used o r  have 
been r e j e c t e d  ( n a t i o n a l l y ) ?  
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/I3 - Have any s t u d i e s  been made t o  determine t h e  load  f a c t o r  98 
of r e s i d e n t i a l  customers wi thout  a i r  condi t ion ing?  O r  e l e c t r i c  
hea t ing  ? 

/I4 - What a r e  t h e  most succes s fu l  t ypes  of equipment f o r  100 
measuring both demand and consumption f o r  purposes of 
implementing peak load  p r i c i n g  f o r  each c l a s s  of customer? 
What a r e  t h e  a c t u a l  c o s t s  of equipment used i n  implementing 
time-of-day r a t e s ,  inc luding  i n s t a l l a t i o n  and ope ra t ion?  What 
are t h e  v a r i o u s  types  of f i nanc ing  methods being used o r  
proposed t o  f i nance  time-of-day equipment and i n s t a l l a t i o n s ?  

/I5 - What d a t a  a r e  a v a i l a b l e  concerning consumer behavior  -- 102 
inc luding  energy conserva t ion  r e a l i z e d ,  s h i f t i n g  from peak 
and e l e c t r i c i t y  of demand -- a s  a consequence of time-of-day 
p r i c ing?  

/I6 - Does a cons t ruc t ion 'work  i n  p rog res s  (CWIP) p rov i s ion  103 
i n  u t i l i t y  r a t e  s t r u c t u r e s  adequate ly  appor t ion  c o s t s  t o  
consumers? For example, what b e n e f i t  do s e n i o r  c i t i z e n s  
r e c e i v e  from t h e i r  increased  r a t e s  i f  they  a r e  dead by t h e  
time t h e  promised lower r a t e s  occur? 



QUESTION : 

/I7 - When i t  in t e rvenes  i n _  S t a t e  r egu la to ry  commission 
e l e c t r i c i t y  r a t e  s e t t i n g  o r  r a t e  s t r u c t u r e  ca ses ,  w i l l  
t h e  Department suppor t :  
a. t h e  a b o l i t i o n  of r e s i d e n t i a l  customer charges;  
b. mandatory r e s i d e n t i a l  time-of-day p r i c i n g ;  
c .  o p t i o n a l  r e s i d e n t i a l  time-of-day p r i c i n g ;  
d .  i nve r t ed  r a t e s ?  I f  so ,  why? I f  n o t ,  why not?  
e. p e n a l t i e s  f o r  excess  gene ra t ing  capac i ty  and a s soc i a t ed  

over-construct ion of gene ra t ing  p l a n t ;  
f .  cons t ruc t ion  of r e l a t i v e l y  s m a l l  genera t ing  p l a n t  t o  

prepare  more f l e x i b l y  f o r  v a r i a t i o n s  i n  load  growth? 
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/I8 - What information regard ing  c o s t s  of  s e r v i c e  w i l l  FERC 109. 
recommend be  gathered by u t i l i t i e s  and made a v a i l a b l e  t o  t h e  
pub l i c?  

/I9 - L i s t  a l l  u t i l i t i e s  t h a t  now have load  management programs 111 
i n  e f f e c t  and i n d i c a t e  t h e  load 'g rowth  experienced f o r  each 
dur ing  t h e  e x i s t e n c e  of t h e  program. 

/I10 - Is t h e r e  a way t o  b u i l d  f u e l  l oan  programs i n t o  u t i l i t y  114 
r a t e  s t r u c t u r e s ?  Programs such as Spec ia l  Crisis I n t e r v e n t i o n  
and f u e l  l oans  through CSA a r e  h i t  o r  m i s s  a s  f a r  as any 
p a r t i c u l a r  consumer is  concerned; they  a r e  spo rad ic  and unpre- 
d i c t a b l e  a s  t o  occurrence and a d m i n i s t r a t i v e l y  cumbersome. 
Might f t  be  b e t t e r  t o  b u i l d  subs idy  programs (from gene ra l  
government r a t e  s t r u c t u r e )  i n t o  t h e  r a t e  s t r u c t u r e  by al lowing 
a p p l i c a t i o n  and approval  more e a s i l y  through u t i l i t y  companies? 

/I11 - What i s  t h e  Department 's recommended method of long- 115 
term e l e c t r i c i t y  peak-load growth f o r e c a s t s ?  

/I12 - What c r i t e r i a  o r  methodology w i l l  t h e  Federa l  ~ n e r g ~ .  116 
Regulatory Commission (FERC) use  t o  determine whether o r  no t  
a  r a t e ,  such a s  time-of-day, i s  c o s t - j u s t i f i e d ?  S p e c i f i c a l l y ,  
how w i l l  t h e  FERC t a k e  account of t h e  manner i n  which c o s t s  
of producing e l e c t r i c i t y  change wi th  increments of ou tput  o r  
phys i ca l  capac i ty  i n  developing t h e  Federa l  advisory  gu ide l ines?  
I n  computing t h e  c o s t s  of s e r v i c e  f o r  t h e  purpose of developing 
r a t e  s t r u c t u r i n g  s t anda rds ,  what c o s t s  does FERC b e l i e v e  should 
be  inc luded ,  which excluded, and w i l l  FERC propose t h a t  average 
o r  replacement ( i . e . ,  marginal)  c o s t s  be  r e f l e c t e d  i n  computing 
r a t e s ?  W i l l  t h e s e  g u i d e l i n e s  be designed such t h a t  r a t e s  w i l l  
a c t u a l l y  r e f l e c t  marginal  product ion c o s t s ?  

/I13 - What measures w i l l '  t h e  Department t ake  t o  a s s u r e  t h a t  $17 
t h e  eleven rate-making g u i d e l i n e s  set f o r t h  i n  H.R. 4018 w i l l  
be "considered" by t h e  non-regulated Federa l  u t i l i t i e s ?  



QUESTION : PAGE : 

/I14 - Could you describe intervention plans, if any, in 118 
proceedings involving natural gas utilities? Will DOE 
support incremental pricing of natural gas before FERC and 
State regulatory agencies? 

/I15 - Inasmuch as the National Energy Plan calls for 118 
pricing energy at its replacement cost (i.e., at its marginal 
or long-run incremental cost), what steps will the several 
components of the DOE take to promote the restructuring of 
electricity rates to conform with that principle? (How 
does DOE define marginal cost pricing?) 

/I16 - What can DOE do to assure that the large Federal 120 
power generating and marketing systems (Bonneville Power 
Administration, Southeastern Power Admcnistration, etc.) 
will play a leadership role in load management techniques 
and marginal cost accounting methodology? In supervising 
.these systems, what policies and processes will DOE pursue 
to promote energy conservation-efficient resource utilization 
and transition to renewable energy resources? 

/I17 - Should the Department strive to transform these 121 
Federal electric utilities into energy conservation models 
which can serve as an example to the private utility 
industry? If so, what changes in existing practice or 
legal authority will be necessary or desirable? If not, 
what is the rationale for declining to take these steps? 

/I18 - Legislation has been introduced in Congress which 121 
would exempt private electric companies from the Federal 
income tax, and 'substitute a gross usage charge on electricity 
to make up the revenues. The idea is to eliminate Federal 
pressures for unneeded expansion, to return control of 
utility policy to State administrators, and to some extent 
to encourage conservation. From the point of view of a 
national energy policy, how do you feel about this proposal? 

/I19 - Is DOE planning to investigate the accounting 123 
procedures followed by major utilities? Their tax deferral, 
and other tax programs of questionable value to customers? 

/I20 - What criteria will the Economic Regulatory Administra- 126 
tion use in deciding whether or not to intervene in State 
ratemaking proceedings and what issues to raise? What 
specific steps does DOE plan to take upon intervening in a 
local rate structure proceeding to ensure proper coordination 
and communication with local consumer, environmental, and 
low-income groups? What access will these groups have to DOE 
resources such as expert witnesses, computer facilities and 
internal Department reports and data? 

iii 



QUESTION : PAGE : 

#21 - The Department of Energy has a utility intervention 127 
program. Could you provide the level of appropriations, 
staffing, etc.? Do you think the present appropriations 
are sufficient to do the job? If not, what changes are 
necessary? 

1/22 - Under the organizational structure of the Department, 128 
all legal personnel are under the General Counsel. Therefore, 
the utility intervention program does not have control over 
its legal staff. Could you explain why the Department is 
structured in that way? Could you also describe.your 
understanding of how differences will be resolved? 

i/23 - What are the different electrical rates for customers 129 
to use as a back-up to solar energy? What rescarch or 
possible pilot projects might DOE originate to see what , 

provisions can be made to give a fair rate'to solar homeowners 
for back-up systems? What will DOE'S position be,pro/con, for 
separating the development of solar from existing utilities? 

1/24 - Does DOE plan to help people understand that, while 130 
getting into new and small-scale technologies, electric 
utilities will still have to have sufficient plants to 
supply back-up systems? 

1/25 - During FY '75 and FY '76, FEA funded nine electric 131 
rate demonstration projects in various parts of the 
country. If the data has been evaluated, what are the 
conclusions? Are data available to public and private 
utilities, public service commissions, and interested 
citizens? Does DOE contemplate any recommendations or 
further action on the basis of these studies? 

/I26 - Will DOE have funds for grants to consumer offices 
that have been established and need funds to adequately 
prepare cases on behalf of consumers to the PUC and to 
advocate rate reform? In dispensing grant monies to State 
offices of consumer services under Section 205 of the 
Energy Production and Conservation Act, what steps will 
the Department of Energy take to assure that such offices 
advocate positions advantageous to consumers (including 
environmentalists) ? 

1/27 - In dispensing grant monies to State utility 135 
regulatory commissions under the authority of the.new 
legislation (1-I.R. 4018), how will the Department of Energy 
assure that the monies are spent pursuant to the purposes 
of that Act? 



QUESTION : PAGE : 

{I28 - Does the Department contemplate making such grant 136 
monies available specifically for the purpose of funding 
State-conducted demand growth studies which could serve 
as an alt.ernative analysis and a benchmark against which 
data tendered by the utilities could be evaluated? If so, 
please describe the dimensions of the program anticipated 
by DOE. If not, why not? 

a29 - IS'DOE planning to provide information on growth ' 137 
models.under different scenarios for typical utilities, 
using diff.erent' assumptions, .so that commissions and 
consumer groups have comparative data against which to 
judge utility growth projections? 

/I30 - What research will the Department conduct or oversee 139 
regarding the relationship between income and both 
residential gas and electricity consumption? Please 
provide details of research designs. The CHRD System is 
currently only capable of using average residential State 
prices per kwh as the primary input to correlate disposable 
income and usage which is defined in terms of dollars expended 
for energy, and not defined in terms of physical quantities 
consumed. Therefore, analyses which would examine the consumption 
levels of consumers or predicted responses to alternative gas 
and electric rate structures require revisions in the CHRD 
data base. 

/I31 - What research will the Department conduct or oversee 142 
regarding long-term electricity peak-load growth forecasting, 
price elasticity at the time of system peak and the effect 
thereon of load, management? Please provide details of 
research designs. 

/I32 - In reviewing rate applications, on what basis will 143 
DOE~FERC determine whether automatic adjustment clauses 
assure efficient utilization of resources? 

/I33 - What are the ~e~artment's views on the types of 146 
advertising expenses which should be paid for by ratepayers 
as.contrasted to those which should be paid for by share- 
holders of the regulated utilities? 

/I34 - What is the.Departmentls position concerning State ,147 
regulation of heating oil prices? What would its attitude 
be toward an inverted rate structure for heating oil? 

/I35 - In light of the Congressional Conference agreement 149 
for States to consider procedures which prohibit "abrupt 
terminations,'' what procedures will DOE recommend to the 
States to implement this provision if it is signed into 
law? 



QUESTION : PAGE : 

!I36 - What does DOE plan to propose, if anything, to 150 
deal with the problem of the cost of meters for low- 
income people if mandatory time-of-day rates are 
adopted? Specifically, does DOE have any plans to 
propose refundable tax credits for this purpose? 
What other approaches to alleviate this problem is 
DOE exploring? How will DOE deal with the problem of 
"cream skimming" if optional time-of-day rates are 
adopted for the residential class? 

The following are questions read into the record after the 
conclusion .of this public briefing; and the answers to those 
questions as prepared by DOE program offices. 

Assuming you are an individual American homeowner 152 
wanting to actively halt a proposed utility rate 
increase to your home, what steps (intervention) 
would you take to accomplish your goal? 

In what ways is DOE working to reduce the electrical 153 
growth rate by means of rate reform? 

The "~onnecticut Peak Load Pricing Test: Final Report," 154 
issued May, 1977, and partially funded by FEA, shows 
that the largest residential users increased their 
energy consumption while,reducing their contributions 
to coincident system peaks. The report suggested that, 
in the long run, peak load pricing would encourage the 
increased use of electricity. What pricing mechanisms 
would DOE recommend to.prevent growth in energy use with 
a peak load pricing rate structure? 

In DOE studying the design of inverted rates, so as to 155 
maximize energy conservation within existing utility 
revenue constraints? What recommendations have you 
developed in this regard? 

Does DOE have any plans to fund experimental implementation 156 
of rate structures based on the principle of marginal cost 
pricing, where margin is defined as current cost of the 
next unit? 

Are any studies being conducted of the conservation 157 
potential of long-run incremental cost (LRIC) pricing 
of electricity?' 

In what pilot utility programs under Title I1 of ECPA 157 
is district heating being promoted? 



QUESTION : PAGE : 

Are there any studies underway or planned to determine 158 
methods for encouraging cogeneration by industries and 
utilities? 

Does the Department of Energy intend to asswe a 159 
leadership role in moving tohrds a more .just . 
distributiod of total energy costs through a restructuring 
of the present rate scales? 

Does the Department of Energy intend to.monitor the 160 
insulation industry to assure that the public can obtain 
safe and efficient materials at a reasonable cost? 

Will DOE interpret the size requircment to exclude 160 
single-family dwelling size systems, such as'windmills 
and photovoltaic arrays? 

Under what circumstances will DOE provide aid to 
plaintiffs? Will the aid involve DOE intervention, 
funding, or legalltechnical assistance? 

You make a distinction between "consumers" and 
"industry. " ' Industry is a consumer. Industry has 
provided considerable leadership' in energy conservation. 
As such, it has absorbed.significantly increased prices. 
Do you take into consideration in your deliberations the 
fact that industry.,. following absorption of cost increases 
to the extent possible, must pass through the remainder?. 
To that extent, the individual consumer will pay for, 
energy in the price paid for goods or services. 

Does the DOE consider utilities such as electric, gas, 161 
telephone service, luxury items available to those 
according to iheir ability to pay, or are utilities 
considered necessities to be.distributed according to 
need and'accessible to all citizens, regardless of income 
level? If the latter is the case, what provisions are 
being made to ensure a minimal availability of energy for 
survival for all North Americans? 

The following are questions raised from the floor during the 
public briefing on utility rate structuring: 

There is a common feeling among many environmental, 13 
consumer, and low-income groups that it is consistent 
with marginal incremental cost concepts to have a lower 
rate for basic residential use of both gas and electricity. 
I realize that you have not fully gone through this within 
the Department, but I wonder whether you have any feelings 
that there may be a way to adopt such a lower rate for basic 
residential use, through your auspices? 

vii 



QUESTION : PAGE : 

To the  e x t e n t  t h e r e  i s  i n t e r v e n t i o n  and t h e r e  is  
po l i cy  by FERC', would you a t  l e a s t  be  w i l l i n g  t o  s ay  
t h a t  you would no t  oppose consumer groups; and, t o  t h e  
e x t e n t  t h a t  you .do .have  r egu la to ry  po l i cy ,  p a r t i c u l a r l y  
i n  t h e  a r e a  of r e g u l a t i n g  Bonnevil le  Power Author i ty ,  f o r  
i n s t ance ,  where t h e r e  i s  a c e r t a i n  amount of r egu la to ry  
a u t h o r i t y ,  t h a t  you would a t  l e a s t  n o t ,  aga in ,  oppose 
changing t h e  r a t e  des ign  i n  some of t h e  d i r e c t i o n s  you 
r e f e r r e d  to? 

What s t e p s  a r e  being taken t o  move toward long-range 18  
incremental  c o s t  p r i c i n g ,  s p e c i f i c a l l y ?  The t h r e e  
func t ions  I am i n t e r e s t e d  i n  a r e :  t h e  promulgation of 
Federa l  advfsory guide l ines ,  t h e  S t a t e  i n t e r v e n t i o n  
program, and t h e  supe rv i s ion  of t h e  Federa l  u t i l i t y  
admin i s t r a t i ons .  To t h e  ex t en t  t h a t  a  judgment is  being 
made t h a t  t h e r e  should be  a  d e v i a t i o n  from replacement-cost 
p r i c i n g  i n  t hose  programs, I am wondering what c r i t e r i a  
a r e  being employed. 

On t h e  premise t h a t  t h e  Nat iona l  Energy Act w i l l  be  
enacted i n t o  law, you w i l l  have a  very  c e n t r a l  r o l e ,  
indeed, ( r e f e rence  i s  t o  FERC - Ed.) i n  a r t i c u l a t i n g  . 

t h e  gu ide l ines  t h a t  t h e  S t a t e s  must cons ider  i n  a  ve ry  
d i s c i p l i n e d  way when they  undertake t h e i r  rate-making 
cons ide ra t ions .  I n  t h a t  regard ,  I wonder what p r i c i n g  
p r i n c i p l e ,  what met'hodology you expect  t o  u rge  upon t h e  
S t a t e s ?  

What can DOE and FERC do about t h e  problem of overbui ld ing  25 
i n  t h e  u t i l i t y  i n d u s t r y ,  and how can t h e  Administrat ion 
j u s t i f y  i t s  s tanding  on t h e  investment-tax code f o r  
u t i l i t i e s ?  

Because i t  is  so  d i f f i c u l t  t o  understand t h e  u t i l i t y -  3 4 
r a t e  s t r u c t u r i n g  a r e a ,  I b e l i e v e  t h a t  consumers a r e  
ve ry  i n t e r e s t e d  i n  i n t e r v e n t i o n  funding, s o  t h a t  they 
can have an oppor tun i ty  t o  g e t  t h e  kxper t s  who a r e  
q u a l i f i e d  t o  d e a l  w i th  t h i s  i s s u e .  I would j u s t  l i k e  
t o  ask  f o r  your thoughts  on your p o s i t i o n  on i n t e r v e n t i o n  
funding . 
Tn our  reg ion ,  which i s  t h e  West, even though we a r e  3 8 
a  producing S t a t e ,  one of t h e  th ings  t h a t  we a l l  look 
t o  as t h e  f u t u r e  i s  s o l a r .  We a r e  concerned about  
u t i l i t i e s  owning t h e  Sun. We want t o  know what t h e  
Department of Energy i s  doing t o  he lp  a s s u r e  consumers 
t h a t  t h e  u t i l i t i e s  won't end up owning t h e  Sun. 

v i i i  



QUESTION : 

A th ree -pa r t  ques t ion ;  i t  has  been our  understanding 
t h a t  t h e  Department of Energy, fol lowing i t s  p re sen t  
po l i cy ,  i s  a g a i n s t  t h e  p re sen t  dec l in ing  b lock  r a t e ,  
which we have i n  Rhode I s l a n d ,  f o r  r e s i d e n t i a l  u s e r s .  
Secondly, i n  t h e  c u r r e n t  ca se ,  we were wondering whether 
t h e  Department of Energy would be suppor t ive  i n ,  he lp ing  
some way o r  o t h e r  by in t e rven ing  i n  our  ca se ,  e s p e c i a l l y  
i n  t h e  case  involv ing  Newport E l e c t r i c .  The reason  f o r  
t h a t ,  and t h i s  is  t h e  t h i r d  p a r t  of t h e  ques t ion ,  i s  t h a t  
t h e  major oppos i t i on  t o  t h e  inve r t ed  r a t e  c a s e - t h a t  we 
a r e  proposing i s  coming from t h e  United S t a t e s  Navy. 

PAGE : 

4 1 

What i s  t h e  methodology and c r i t e r i a  t h e  Federa l  Energy 4 4 
Regulatory Commission w i l l  u se  t o  eva lua t e  b i g  u t i l i t i e s '  
push f o r  c e n t r a l i z e d  s o l a r  energy ve r sus  decen t r a l i zed  
s o l a r  power? 

Does FERC s e e  i t s e l f  g e t t i n g  involved i n  c a s e s  t h a t  a r e  4 7  
going t o  be  dea l ing  wi th  t h a t  i s s u e ?  

How can a  s t r a i g h t  gas  u t i l i t y ,  which has been under 4 9 
t h e  j u r i s d i c t i o n  of t h e  Maryland Pub l i c  Serv ice  Commission, 
which has kept  i t s  accounts  according t o  t h e  Federal.Power 
Commtssion, g e t  ou t  from under t h e  Department of Energy, 
when t h e  Department of Energy, t h e  o ld  FEA people,  admit ted 
t h a t  t h e  w r i t e r s  of r e g u l a t i o n s  f o r  t h e  s a l e  of propane 
d id  n o t  know t h e r e  was such a  t h ing  as a propane u t i l i t y ?  

Back i n  A p r i l  of ,1977, P re s iden t  Ca r t e r  pledged h i s  5  2 
support  f o r  cogenera t ion  and wheeling l e g i s l a t i o n .  But, 
when t h e  Senate  took up t h e  u t i l i t y  reform b i l l ,  Senator  
Sasser  proposed a  cogenera t ion  amendment. Consumer 
and environmental groups supported both of t h e s e  amendments.. 
But, e s s e n t i a l l y ,  t h i s  Adminis t ra t ion  could have poss ib ly  
been s i t t i n g  on i t s  hands, and t h e  p r i v a t e  u t i l i t i e s  won 
and go t  what they  wanted. Why d i d n ' t  DOE he lp  support  
what is  NEP p o l i c y  i n  t h e  Senate? What a r e  you going t o  
do now? W i l l  you support  wheeling and cogenera t ion  l e g i s l a t i o n ?  

Has DOE in te rvened  i n  any r e c e n t  u t i l i t y  r a t e  hea r ings ,  5  8 
and wi th  what r e s u l t s ?  And, how many people do you have 
working i n  t h i s  a r e a  r i g h t  now? 

What do we ( a s  consumers) do i f  we want t o  i n t e rvene  based 59 
on any succes s fu l  i n t e r v e n t i o n  on your p a r t ?  

What has  DOE done about i n t e r v e n t i o n s  by o t h e r  Federa l  6 0 
departments ,  such a s  GSA and t h e  Department of Defense, 
i n  S t a t e  r a t e  proceedings where they have fought  r a t e  
reforms such a s  time-of-day p r i c i n g ?  I f  you haven ' t  done 
anyth ing ,  what can you contemplate doing i n  t h e  f u t u r e ?  



QUESTION : 

What w i l l  t h e  Department of Energy's r o l e  be  i n  
encouraging Congress t o  enac t  laws t o  impose on t h e  
u t i l i t y  companies t o  c r e a t e  a  more uniform u t i l i t y  r a t e  
s t r u c t u r e ,  a s  f a r  as charging customers and consumers who 
u s e  u t i l i t i e s ?  . 
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I wondered i f  t h e  A d m i n i s t r a t i o n - i s  cons ide r ing ,  o r  
people i n  your p o s i t i o n  and your p o l i c y  advisory  r o l e  
-- I know M r .  A l m ' s  o f f i c e  is  p r i m a r i l y  r e spons ib l e  
f o r  t h i s  -- have ever  considered a  l i f e - l i n e  r a t e  
concept as a  conserva t ion  r a t e  concept i n s t e a d  of a s  a  
s o c i a l  p o l i c y  concept? 

What s p e c i f i c  mechanisms w i l l  t h e  Department have i n  7 1 
orde r  t o  i n s u r e  proper  c i t i z e n ,  consumer, and 
environmental i npu t  i n t o  those  advisory  g u i d e l i n e s  
a s  t hose  g u i d e l i n e s  a r e  being developed by t h e  Department; 
a s  opposed t o  r e a c t i n g  t o  those  g u i d e l i n e s  a f t e r  they  a r e  
developed by t h e  Department? 

One of t h e  most d i r e c t  ways t h a t  people i n  a  p a r t i c u l a r  7 3 
l o c a l i t y  can do something t o  r e t a r d  t h e  i n c r e a s e  i n  
u t i l i t y  r a t e s  i s  t o  change t h e  demand f o r e c a s t  f o r  t h a t  
a r ea .  To do t h a t ,  of course ,  involves  a  concer ted  
conserva t ion  and a l t e r n a t i v e  technology e f f o r t .  Where 
i n  t h e  Department can people i n  a l o c a l i t y ,  who want 
t o  do something about  t h e  conserva t ion  and a l t e r n a t i v e  
technology on a l o c a l  b a s i s ,  go f o r  he lp?  Is t h e r e  
someplace r i g h t  now where you can go f o r  a  package, f o r  
a  smorgasbord, f o r  an  agenda, menu, of t h i n g s  t h a t  l o c a l  
groups can  do r i g h t  now; f o r  t e c h n i c a l  a s s i s t a n c e ,  f o r  
funding,  f o r  expe r t  pane l s  t o  come and do energy 
assessments  f o r  a pa r t . i cu l a r  l o c a l i t y ?  Is t h e r e  one 
p l a c e  f o r  t h a t  s o r t  of s e r v i c e  t o  l o c a l  groups and 
c o a l i t i o n s  of l o c a l  groups? 

Is t h e r e  some exp lana t ion  f o r  why i t  is  t ak ing  so  long 7 5 
f o r  conserva t ion  and s o l a r  (of DOE) t o  g e t  organized? 

The energy p o r t i o n  of t h e  f i x e d  low-income budget is  8 1  
r a p i d l y  ba l looning ,  and causing t h e  poor t o  reduce such 
d i s c r e t i o n a r y  budget a r e a s  a s  food. While t h e  low-income 
people c e r t a i n l y  a p p r e c i a t e  t h e  need f o r  cau t ion  i n  
a d j u s t i n g  t h e  u t i l i t y  r a t e  s t r u c t u r e s ,  what i s  t h e  
~ d m i n i s t r a t i o n ' s  i n t e r i m  po l i cy  t o  a l l e v i a t e  t h i s  r a p i d l y  
growing impact on t h e  poor wh i l e  you a r e  agonizing over  
r a t e  s t r u c t u r e  ad jus tments  i n  t h e  next  s e v e r a l  yea r s?  



QUESTION: PAGE : 

Are there any other programs besides the crisis 
intervention program? 

There has been a lot of talk this morning about the 8  3' 
benefits of public intervention in local utility 
proceedings. That intervention requires not only money, 
but it requires information. Yet, FERC is presently 
considering a proposal to stop publication of the utility. 
fuel cost data that the utilities report on Form 4 2 3 . .  
Is this not an inconsistent decision on the part of the 
Commission? 

In light of the Congressional Conference agreement for ' 8 4  
States to consider procedures which prohibit 'abrupt 
terminations, what procedures will DOE recommend to 
the state; to implement this provision if it is signed 
into law? 

In view of the Congress' position on the proper Federal 87 
role in rate making, what is your position now on this 
kind of enterprise (for seven investor-owned utilities 
in New York State to form a joint holding company) by 
investor-owned utilities? 

The cost of fossil ' fuel has basically been stabilized; 89 
therefore, how can we eliminate the fuel adjustment 
clause? What does DOE think about this? 
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PROCEEDINGS 

MR. HUGHES: I t  is  a b i t  a f t e r  9:OO. Some of our p a r t i c i p a n t s  

have o t h e r  engagements. I th ink ,  a l though people w i l l  be coming i n  

f o r  a few minutes y e t ,  t h a t  i t  i s  j u s t  a s  w e l l  i f  we proceed. 

I am Sam Hughes. I am an A s s i s t a n t  Sec re t a ry  i n  t h e  Department 

of Energy. My mission h e r e  i s  t o  launch t h i s  t h i r d  i n  our s e r i e s  of 

consumer information b r i e f i n g s .  

Th i s  one, a s  I th ink  you a l l  know, i s  on t h e  s u b j e c t  of " U t i l i t y  

Rate  S t ruc tu r ing t1  and t h e  Department of Energy r o l e  with r e spec t  t o  

t h a t .  

The purpose of t h e  b r i e f i n g s  -- aga in ,  a s  I th ink  most of you 

know -- i s  t o  respond t o  ques t i ons  which consumer and pub l i c  i n t e r e s t  

groups have r a i s e d  about energy i s s u e s  t h a t  concern them. 

We know, from t h e  l e t t e r s  t h a t  our O f f i c e  of Consumer A f f a i r s  

i has  rece ived ,  t h a t  i n c r e a s e s  i n  u t i l i t y  b i l l s  i s  one of t h e  main concerns 

of a l l  consumers. 

I th ink  each of u s  can speak from h i s  own h e a r t  and pocketbook 

! 
on t h a t  sub j ec t .  

I would a l s o  l i k e  t o  mention t h r e e  a d d i t i o n a l  b r i e f i n g s ,  a l l  

of which a r e  now scheduled: one, i n  March, on "Energy and Consumer 

P r o t e c t i o n ,  Competit ion and Fraud," Thursday, March 30, 1978, t h e  



2 

on "Energy and Urban Policies/Programs." That w i l l  be Thursday, 

A p r i l  27; aga in ,  same time and same l o c a t i o n ;  i n  May, a  b r i e f i n g  on 

"Energy and Food," Thursday, May 25,  t h e  same time and same s t a t i o n .  

Le t  me now in t roduce  our  p a n e l i s t s .  We a r e  s o r r y  t h a t  we a r e  

s h o r t  one i n d i v i d u a l ;  A 1  A l m  i s  ill wi th  t h e  f l u  and w i l l  no t  be a b l e  

t o  be here .  

Our o t h e r  p a n e l i s t s  a r e :  Hazel R o l l i n s ,  Deputy D i r ec to r  of t h e  
.,, 

Economic Regulatory Adminis t ra t ion.  She i s  r e spons ib l e  f o r  oversee ing  

t h e  day-to-day a c t i v i t i e s  of most of t h e  Department 's  r egu la to ry  

programs. Hazel se rved  a s  t h e  D i r e c t o r  of Consumer A f f a i r s  i n  t h e  

Fede ra l  Energy Adminis t ra t ion  two,years  ago. 

Doug Bauer, on my l e f t ,  your r i g h t ,  i s  t h e  A s s i s t a n t  Adminis t ra tor  

f o r  U t i l i t y  Systems i n  t h e  Economic Regulatory Adminis t ra t ion.  Doug Bauer 

i s  r e spons ib l e  f o r  admin i s t e r ing  t h e  Department 's  u t i l i t y  r egu la to ry  

a s s i s t a n c e  programs, i nc lud ing  t h e  g ran t  and demonstrat ion programs. 

I n  a d d i t i o n ,  he  i s  r e spons ib l e  f o r  t h e  u t i l i t y  r egu la to ry  i n t e r v e n t i o n  

and t h e  power supply and r e l i a b i l i t y  programs and func t ions .  

Robert  Nordhaus i s  t h e  General Counsel f o r  t h e  Energy Regulatory . . 

Commission. Bob Nordhaus is  r e spons ib l e  f o r  t h e  l e g a l  s e r v i c e s  of t he  

FERC, t h e  o rgan iza t ion  which superseded t h e  Fede ra l  Power Commission, 

P rev ious ly ,  Bob served  a s  A s s i s t a n t  Adminis t ra tor  of t h e  O f f i c e  of 

Regulatory Programs i n  t h e  Fede ra l  Energy Adminis t ra t ion.  



-- 

3 

So you can s e e  t h a t ,  even without  A 1  A l m ' s  presence,  we have a  
. * 

w e l l  q u a l i f i e d  and knowledgeable panel.  

We a l s o  have wi th  us  t he  Adminis t ra tor  of t h e  Economic Regulatory 

Adminis t ra t ion ,  David Bardin,  who w i l l  t a l k  with us  about t h e  o v e r a l l  

r e s p o n s i b i l i t y  of h i s  o f f i c e  i n  u t i l i t y  r a t e  s t r u c t u r i n g .  

Rather  than g ive  an o u t l i n e  of t h e  programs' under h i s  d i r e c t i o n ,  

which I th ink  w i l l  probably evolve during t h e  course of our d i scuss ion ,  

David w i l l  t a l k  .about what he i s  up t o  i n  t h e  ERA and address  mat te rs  

t o  d i s t i n g u i s h  h i s  func t ions  from those of t h e  FERC. 

David Bardin. 

MR. BARDIN: Thank you, Sam. 

The ~ c o n o m i c  Regulatory Adminis t ra t ion i s  heav i ly  involved i n  t h e  

r e g u l a t i o n  of o i l  products  -- a  s u b j e c t ,  we won't be d i scuss ing  here '  

today -- and sorrre a c t i v i t i e s  i n  t h e  n a t u r a l  gas and e l e c t r i c  u t i l i t i e s  

sphere.  I am going t o  t r y  t o  o u t l i n e  what those a re .  
. . 

On t h e  e l e c t r i c  u t i l i t y  s i d e ,  ERA i s  respons ib le  f o r  imports 
' 

and expor t s ,  f o r ' t h e  e x e r c i s e  of emergency a u t h o r i t i e s  under t h e  Federa l  

Power Act,  and f o r  vo lun ta ry  r e l i a b i l i t y  and coord ina t ion  a c t i v i t i e s  

underu t h e  Federa l  Power Act. 

ERA i s  not  respons ib le  f o r  o t h e r  c r i t i c a l  p rovis ions  of the  Federal  

Power Act which s r e  en t ru s t ed  t o  t he  FERC, inc luding  t h e  r egu la t i on  

of s a l e s  f o r  r e s s l e ;  f o r  t h e  r a t e s  i n  terms of condi t ions  of s a l e s  f o r  

r e s a l e ,  one u t i l i t y  t o  another ;  and t h e  h y d r o e l e c t r i c  p r o j e c t  j u r i s d i c t i o n .  



Then ERA comes into the picture again at the retail level; not as a 

+regulator, but as an intervenor before State regulatory commissions, 

and as a funder of the consumer and consumer-grant programs as 

Hazel Rollins and Doug Bauer will describe for you. 

On the natural gas side, ERA is the regulator of imports of 

natural gas and has some emergency responsibilities. Then, again, 

the FERC is the regulator at the wholesale level of sales for resale 

and construction of gas pipeline facilities, related facilities for 

moving gas from points of production or points of import to the city 
. . 

gate, to the local gas retail distributor. 

Then, again, ERA will come into the picture, not as a regulator, 

but as an advisor of gas' buys, perhaps, an intervenor in the State 

commission proceedings, which involve retail rates. 

In exercising the intervention function, the ERA will be attempting 

to illuminate major issues that need to be exposed. 

It will be seizing critical opportunities, in our judgment, to 

advance the basic supply mission of the Department of Energy,, including 

conservation and alternative technology opportunities as a form of 

supply, every bit as much as conventional genera.tion of electricity or 

supply of natural gas. 

In the case of utility rate design, which the Congress is deciding 

should be handled by the State commissions with Federal guidance and 



i n t e r v e n t i o n  r a t h e r  than  Federa l  supe rv i s ion ,  we w i l l  t r y  s y s t e m a t i c a l l y ,  

and hope fu l ly  i n t e l l i g e n t l y ,  t o  use  our l im i t ed  resources  t o  ge t  a  po in t  

ac ros s  s u c c e s s f u l l y  toward t h e  cont inued a c c e l e r a t e d  reform and r e s t r u c t u r -  

i ng  of t h e  e l e c t r i c  u t i l i t y  r a t e  des ign  and u l t i m a t e l y  gas r a t e  des igns  

a s  w e l l ,  wi thout  a c t u a l l y  t ak ing  over  t h e  s o r t i n g  ou t  t h a t  has  t o  be 

done a t  t h e  S t a t e  l e v e l  t o  d i s t i n g u i s h  s e r v i c e  a r e a s ,  economies, geo- 

graphies  and s o c i a l  goa l s ,  which a r e  v e r y  important  t o  t h e  S t a t e s .  

The Congress,  through t h e ' d e c i s i o n  of t h e  conferees  on t h e  u t i l i t y  
I 
I 

r egu l a to ry  reform l e g i s l a t i o n ,  which appa ren t ly  w i l l  be p a r t  of t h e  I 

.. : 
Nat iona l  Energy Act soon t o  be passed and s e n t  t o  P re s iden t  Cartex,  .;,.-. -" 

sugges ts  t o  u s  t h r e e  b a s i c  goa ls  f o r  our  i n t e r v e n t i o n  po l i cy  which 
\ 
1 

a r e  worth r e p e a t i n g  t o  you. 

F i r s t  i s  t h e  conservat ion '  of energy and c a p i t a l  ; second, op t imiza t ion  

of t h e  e f f i c i e n c y  of t h e  u se  of f a c i l i t i e s  and res ,ources;  and t h i r d ,  

. . 
e q u i t a b l e  r a t e s  t o  consumers. 

Now, t h a t  i s  a s  much a s  I wanted t o  say  fo rma l ly ' on  t h e  sub jec t .  

I f  I have a  couple of minutes l e f t ,  l e t  me th ink  aloud wi th  you informal ly ,  

not  o f f i c i a l l y ,  i n  t h e  way of Department po l icy .  

One of t h e  major i s s u e s  coming up could b e , c a l l e d  incremental  

ve r sus  ro l l ed - in  p r i c ing .  The c o s t  of new energy supp l i e s  coming on 

l i n e  today and tomorrow i s  h igher  than  t h e  average h i s t o r i c  c o s t  of the  

s u p p l i e s  t h a t  e l e c t r i c  u t i l i t i e s  and n a t u r a l  gas u t i l i t i e s  have a v a i l a b l e .  



It. is every b i t  a s  . t r ue  of s o l a r  energy a s  i t  is of nuclear .power.  

It is t r u e  of e x o t i c  forms of n a t u r a l  g a s ' t h a t  may come up domes t ica l ly  

.and' of imported sources  o f . n a t u r a 1  gas.  

I n  t h e s e  circumstances,  t h e r e  a r e  going t o  be fundamental 

i n s t i t u t i o n a l  choices  t o  be made a t  t h e  a p p r o p r i a t e  s o c i a l  l e v e l s  -- 
i n  many cases ,  t h e  S t a t e  commission r e t a i l  l e v e l  and, t o  some e x t e n t ,  

t h e  Federa l  l e v e l  -- which seem t o  be  very  important t o  t h e  f u t u r e  of 

our  energy economy and t h e  f u t u r e  of t h e  i n t e r e s t s  which you, one 

way o r  another ,  seek  t o  r ep re sen t .  

We see s i t u a t i o n  a f t e r  s i t u a t i o n  i n  which .a  technology o r  resource  

should be  a s  economical and probably a s  d e s i r a b l e  incrementa l ly  a s  

any o t h e r  incremental  source.  But choices  a r e  made;in f a c t ,  by 

consumers o r  t h e  i n d u s t r i e s  between one source  and another  i n  terms 

of t h e  vay  i n  which t h e  p r i c i n g  system of t h e  u t i l i t y  works: whether 

you have t o  pay s e p a r a t e l y  f o r  t h a t  resource o r  pay i t  on a ro l led- in  

b a s i s .  

Let m e  g ive  you one example t h a t  f a s c i n a t e s  me. A ga s  u t i l i t y  

i n  N e w  J e r s e y  te l ls  m e  t h a t  i ts incremental  c o s t  f o r  a new supply 

of n a t u r a l  gas  is r i g h t  i n  l i n e  w i th  t h e  incremental  c o s t  of s o l a r  

energy f o r  hot-water h e a t i n g ,  and perhaps even space  hea t ing ,  i n  i t s  

s e r v i c e  a r ea .  



7 

But t h e  f e l l o w  who wants  t o  i n s t a l l  s o l a r  i n  h i s  house  h a s  t o  p u t - u p  

f ron t -end  c a p i t a l ,  a l l  h i m s e l f ,  a l l  i n  a n  i n c r e m e n t a l  b a s i s .  

The f e l l o w  who wants t o  buy n a t u r a l  g a s ,  i f  t h e  u t i l i t y  i s  a t t a c h i n g  

t h e  hookups,  i s  go ing  t o  have t h e  r i g h t  t o  buy a t '  a  r o l l e d - i n  b a s i s .  

I s n ' t  t h e r e  some way i n s t i t u t i o n a l l y  where we can g e t  t h e  advan tage  

of  r o l l e d - i n  p r i c i n g  f o r  t h a t  second c a s e ,  f o r  t h e  s o l a r  c a s e ,  j u s t  a s  

we do f o r  c o n v e n t i o n a l  gas  s u p p l i e s ?  

I throw t h a t  i d e a  a t  you. Pe rhaps ,  you w i l l  a s k  me some q u e s t i o n s  

about  i t  and g i v e  me a n o t h e r  chance t o  d i s c u s s  i t .  

MR. HUGHES: Thank you v e r y  much, David Bardin .  

I now would l i k e  t o  i n t r o d u c e  t o  you t h e  Chairman of t h e  F e d e r a l  

Energy R e g u l a t o r y  Commission, C h a r l e s  C u r t i s ,  who w i l l  b r i e f l y  e x p l a i n  

t h e  r e s p o n s i b i l i t i e s  of h i s  Commission i n  u t i l i t y  r a t e  making and d e a l  

w i t h  m a t t e r s  of concern  t o  him i n  somewhat t h e  same f a s h i o n  a s  

David Bardin .  

C h a r l e s .  

MR. CURTIS: Thank you,  Sam. 

The F e d e r a l  Energy Regu la to ry  Commission i s  a n  independent  agency 

which . e x i s t s  w i t h i n  t h e  Department of Energy; a  five-member p a n e l ,  i t  

i s  e n t r u s t e d  by t h e  Congress w i t h  t h e  d i s c h a r g e  of impor tan t  p r i c i n g  

and l i c e n s i n g  decision-making a u t h o r i t y .  

The Congress i n t e n d e d ,  by g i v i n g  t h e s e  powers t o  a n  independent  

commission, t o  a s s u r e  t h a t  t h e r e  was a  m u l t i p l i c i t y  of v i e w p o i n t s  



brought t o  t h e s e  important  dec i s ions  and t h a t  t h e  decision-making . 

process  would, i n  t h e  balance,  be viewed by those  who a r e  p a r t i c i p a n t s  

i n  t h e  process  a s  f a i r  and reasoned. 

That is a g r e a t  challenge tc u s  i n  t h e  Commission, t o  no t  only 

a s s u r e  t h a t  t h e  decision-making process ,  i n  f a c t ,  is  a f a i r  and reasoned 

and respons ive  process ,  b u t  one t h a t  is  perce ived  a s  such. 

Among t h e  many a u t h o r i t i e s  t h a t  t h e  Commission exe rc i se s ,  I would 

l i k e  t o  comment only b r i e f l y  today on t h e  rate-making func t ions .  

The Federa l  Energy Regulatory Commission r e g u l a t e s  t he  wholesale 

market by judging t h e  j u s t  and reasonableness  of rates f o r  e l e c t r i c  

power s o l d  by one e l e c t r i c  u t i l i t y  t o  another  and by one n a t u r a l  gas  

company t o  another .  

In te rposed  a t  t h e  wholesale segment of t h e  market, t h e  work of 

t h e  Commission is no t  o f t e n  apprec i a t ed  a s  having a  d i r e c t  and s i g n i f i c a n t  

impact on i n d i v i d u a l  consumers; b u t  i t  does. 

Indeed as t h e  Chairman of t h i s  agency, it is sobering t o  r e a l i z e  

t h e  s i g n i f i c a n c e  of t h e  ef f  kt t h a t  t h e  Commission's decision-making 

a u t h o r i t i e s  have, o r  t h e  d ischarge  of those  a u t h o r i t i e s  have, on consumers. 

We a r e  l i t e r a l l y  dea l ing  wi th  mul t i tudes  of m i l l i o n s  of d o l l a r s  

and i s s u e s  of g r e a t  s i g n i f i c a n c e  t o  t h e  consumers. 

As Sam i n d i c a t e d  i n  h i s  i n t roduc to ry  remarks, t h e  Federa l  Energy 



Regulatory Commission, a l though t e c h n i c a l l y  no t  t h e  successor  t o  t h e  

Federa l  Power Commission, i s  i n  l a r g e  measure charged wi th  t h e  f u n c t i s k s  

prev ious ly  exe rc i s ed  by t h e  Fede ra l  Power Commission. 

The b a s i c  ques t i on  i s  whether t h e  ro se  t h a t  was t h e  Federa l  power 

~ o m & s s i o n  w i l l  smel l  any sweeter  a s  t h e  Federa l  Energy Regulatory 

Commission. 

Wc t r u l y  do hope aud have a commitment t o  doing more than merely 

changing t h e  name. 

Now, t h e  t a sk  f o r  making t h a t  ro se  smell  sweeter  w i l l  be t o  reform 

t h e  decision-making processes  s o  t h a t  they a r e  t r u l y  more responsive 

and e f f i c i e n t  and t o  r e s t o r e  consumer confidence i n  t h e  work of t he  

agency, which h'as been badly damaged o v e r ' t h e  p a s t  years .  

One method t h a t  we a r e  employing t o  do t h a t  i s  t o  conclude p lans  

f o r  t h e  c r e a t i o n  of a  s e p a r a t e  consumer o f f i c e  w i t h i n  t h e  Federa l  

Energy Regulatory Commission t o  improve l i n e s  of communication wi th  

consumer groups and t o  no t  only i n v i t e ,  but  a s s i s t  t h e i r  p a r t i c i p a t i o n  

i n  t h e  proceedings of t h e  Commission. Because , ,on ly  as  p a r t i c i p a n t s  

i n  t h e  proceedings w i l l  t h e  consumers f e e l  t h a t  they have. a  s t a k e  i n  

t h e i r  outcome; and only a s  p a r t i c i p a n t s  i n  t he  proceedings,  w i l l  t h e  

consumers have an a p p r e c i a t i o n  f o r  t h e  complexity of t h e  choice t h a t  

i s  presen ted  t o  t h e  government agency.' 

I t  i s  our fundamental r e s p o n s i b i l i t y  t o  a s s u r e  consumers an abundant 

supply of energy a t  t h e  lowest reasonable  cos t .  



But i n  t h e s e  times when t h e  marginal  c o s t  exceeds t h e  average c o s t  

of e l e c t r i c  u t i l i t y ,  t h a t  ba lance  is  a  very  d i f f i c u l t  one t o  s t r i k e .  

The r e a l i t y  of our energy f u t u r e  i s  t h a t  c o s t s  w i l l  i nc r ea se  

f o r  our b a s i c  energy s e r v i c e s .  The f u n c t i o n  of t h i s  agency, and i t s  

' d i f f i c u l t  r e s p o n s i b i l i t y ,  i s  t o  a s s u r e  t h a t  t h i s  pa th  of i nc reas ing  

c o s t s  proceeds a t  a  pace which can be d iges t ed  by t h e  consumer. 

Af t e r  t h e  c r e a t i o n  of t h e  Federa l  Energy Regulatory Commission, 

iess than f i v e  months ago, one of our f i r s t  a c t s  t o  s o l i c i t  consumer 

i n p u t  i n  our decision-making processes  was t o  e s t a b l f s h  a .mailing ' 

l is t  of consumer o rgan iza t ions  a c r o s s  t h e  country.  

We have a l r eady  u t i l i z e d  t h i s  s e r v i c e  t o  seek consumer comments 

i n  two important proceedings:  one involv ing  t h e  proposal' t o  remove 

j .  

p r i c e  and a l l o c a t i o n  c o n t r o l s  on motor gaso l ine ;  and t h e  o t h e r  on 

. . 
. . a  p e t i t i o n  f i l e d  by a  c o a l i t i o n  of consumer groups t h a t  had asked t h i s  

Commission t o  t ake  c e r t a i n  a c t i o n s  r e spec t ing  t h e  n a t u r a l  gas  p r i c i n g  

and supply s i t u a t i o n ,  which the  p e t i t i o n e r s  be l i eved  r equ i r ed  t h e  

Commission t o  r e v e r s e  p a s t  p o l i c i e s  of t h e  Fede ra l  Power Commission 

.which they found adverse  t o  consumer i n t e r e s t s .  
. . 

We p l a n  soon t o  expand t h i s  s e r v i c e  so  t h a t  we  w i l l  send n o t i c e s  

of a l l  r a t e  i n c r e a s e s  t o  ~ n t e r e s t e d  consumer groups,  t hus ,  n o t i f y i n g  

them t h a t  a  r a t e  i n c r e a s e  a p p l i c a t i o n  has  been f i l e d  and adv i s ing  them 

of t h e  dead l ine  f o r  submi t t ing  comments o r  p r o t e s t s .  
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, To a.ccomplish . t h i s  and o t h e r  types  of consumer s e r v i c e s ,  a s  I. 

i n d i c a t e d ,  p lans  t o  e s t a b l i s h  a  D iv i s ion  of Consumer A f f a i r s  a r e  now , 

being completed. 

The D i v i s i o n . w i l l ~ b e  r e spons ib l e  f o r  s e rv ing  a s  l i a i s o n  between 

consumers and t h e  Commission and f o r ' r e s p o n d i n g  . t o  consumer r eques t s ,  

a s  w e l l  a s  keeping consumergroups informed.of  new and pending Commis- 

s i o n  cases .  

I t  w i l l  a s s u r e ,  we hope, t h a t  t h e  consumers' views a r e  s o l i c i t e d  

f o r  cons ide ra t i on  i n  .our.decision-making processes.. I t  w i l l  a l s o  

provide p r o f e s s i o n a l  a s s i s t a n c e ,  t o  t h e  ex t en t  t h a t  we can w i t h i n  

our a v a i l a b l e  res.ources,  t o  h e l p  consumers . a c t i v e l y  and e f f e c t i v e l y  1 - 

p a r t i c i p a t e  i n  our  proceedings.  

Some of t h e  consumer in format ion  and a s s i s t a n c e  a c t i v i t i e s  a r e  , 

now underway i n  our  0 f f ic-e-0-f-P-ub-lic-Inf orma t-ion-,-bu-t- ha t-s-ka-f-f i s  

s e r i o u s l y  d e f i c i e n t  i n  t h e  resources  t h a t  have been committed t o  t h e  

task .  

The Commission i s  p r e s e n t l y  engaged i n  seeking before  t h e  Congress 

an app rop r i a t i on  of a d d i t i o n a l  funds t o  h e l p  u s  augment t h i s  a c t i v i t y  

i n  a  m a t e r i a l  and, hope fu l ly ,  a  s i g n i f i c a n t  way. 

. I n  summary, I want t o  a s s u r e  you t h a t  t h e  Commission i s  developing 

a  program.to g ive  t h e  consumer a  meaningful and a c t i v e  r o l e  i n  our 

proceedings and t o  convince t h e  consumer t h a t  he  o r  she  has  a  s t a k e  

i n  our a c t i v i t i e s  and an oppor tun i ty  t o  p a r t i c i p a t e  i n  them. 



We hope t o  accomplish t h i s  during t h e  next year.  Confidence 

i n  t h e  decision-making process  must be r e s t o r e d ;  having been seve re ly  

damaged i n  t h e  p a s t  few years  by a lack  of confidence e x i s t i n g  no t  

only i n  t he  consumer segment, but a l s o  i n  r egu la t ed  indus t ry .  We l o o k .  

forward t o  your p a r t n e r s h i p  i n  t h i s  e f f o r t .  

Thank you. 

MR. HUGHES:   hank' you v e r y  much, Cha r l i e  Cur t i s .  

Now, .I would l i k e  t o  i n t roduce  and t u r n  t h e  meeting ,over t o  our 

moderator and f a c i l i t a t o r  f o r  t h i s  and previous b r i e f i n g s ,  Tina Hobson, 

who i s  the  D i r e c t o r  of t he  Of f i ce  of Consumer A f f a i r s  of t h e  Department 

of Energy. 

Tina i s  r e spons ib l e  f o r  he lp ing  t o  f a c i l i t a t e  communication between 

t h e  Department and t h e  pub l i c ,  he lp ing  us  t o  b e t t e r  understand t h e  

needs,  concerns,  and viewpoints  which a l l  of you have and which we 
. . . . 

i n d i v i d u a l l y  have concerning energy p o l i c i e s  and programs. 

She i s . a r r a n g i n g ,  through t h i s  and o t h e r  means, t o  b r i n g  us  t oge the r  

t o  d i s cus s  t h e s e  concerns.  Tina w i l l  o u t l i n e  t he . fo rma t  f o r  t h e  remainder 

of ourimeet ing and' w i l l  a l s o  d i s cus s  some changes which we have made 

i n  response t o  sugges t ions  from some of you i n  an e f f o r t  t o  b r ing  some 

of t h e  a c t i o n  a l i t t l e  b i t  e a r l i e r  i n  t h e  meeting. 

Tina. 



MS. HOBSON: Thank you very  much, Sam. We do welcome you. 

Th i s  p a r t i c u l a r  b r i e f i n g  i s  being videotaped.  The v ideotapes  w i l l  

be  s e n t  t o  our r eg iona l  o f f i c e s  f o r  viewing. We're a l s o  having a  complete 

t r a n s c r i p t  made. . 

I n  o r d e r  t o  break up t h e  canned p o r t i o n  t h i s  t ime, a t  t h e  r eques t  

of t h e  l a s t  b r i e f i n g ' s  p a r t i c i p a n t s  and because of t h e  t i m e  c o n s t r a i n t s ,  

w e  have asked,  b e f o r e  w e  go any f u r t h e r ,  t h r e e  of t h e  pub l i c  i n t e r e s t  

groups t o  o f f e r  ques t i ons  t o  C h a r l i e  and , t o  David r i g h t  now. 

I wonder i f  Gregg Thomas is  here ;  E l l i o t  Taubman, o r  Richard Morgan? 

Would they p l e a s e  come forward? I wonder i f  I could ask  you two t o  take 

t hose  s e a t s  s o  t h a t  you can  speak r i g h t  i n t o  t h e  microphones. 

Thank you. E l l i o t  Taubman is w i t h  t he  Nat iona l  Consumer Law 

Center  i n  Boston. We a r e  going t o  run t h i s  l i k e  a  P r e s i d e n t i a l  p r e s s  

conference. H e  can ask  any ques t i on  he chooses, and h e  has one followup. 

MR. TAUBMAN: This  is  a  ques t i on  f o r  both you gentlemen, because 

you have j o i n t  r e s p o n s i b i l i t y  i n  t h e  a rea .  

There i s  a  common f e e l i n g  among many environmental ,  consumer, 

and low-income groups t h a t  i t  i s  c o n s i s t e n t  wi th  marginal  incrementa l  

c o s t  concepts  t o  have a  lower r a t e  f o r  b a s i c  r e s i d e n t i a l  u s e  of bo th  

gas  and e l e c t r i c i t y .  
I 

I r e a l i z e  t h a t  you have not  f u l l y  gone through t h i s  w i t h i n  t h e  

Department, b u t  I wonder whether you have any f e e l i n g s  t h a t  t h e r e  

may b e  a  way t o  adopt such a  lower r a t e  f o r  b a s i c  r e s i d e n t i a l  use ,  

through your ausp ices?  



MR. BARDIN: Let me express a personal  opinion. Again, you a r e  
. ' s ..* 

q u i t e  r i g h t ,  t h e  Department has not thrashed out  a Departmental pos i t ion .  

Marginal-cost p r i c ing ,  a s  a p r inc ip le ,  when and t o  t h e  extent  

implemented and p rac t i ced ,  a t  the  r e t a i l  1 e v e l . i n  today's economic 

c l imate ,  may we l l  r e s u l t  i n  r a t e s  t h a t  generate revenues t h a t  would 

be ,higher than the  revenues t h a t  r e s u l t  from normal u t i l i t y  r a t e -  

making. . .  , pr inc ip les .  It- i s  not necessar i ly  the  case, but  under a t  

l e a s t  pne method of marginal-cost p r i c ing ,  t h e  e f f e c t  would be a 

marginal-cost, a r e l a t i v e l y  high-cos t ,, r a t e  across  t h e  board, leading 

t o  excess revenue co l l ec t ion .  

Then on the  p r i n c i p l e s  of j u s t  and ,  reasonable r a t e  making, which 

p r e v a i l  i n . v i r t u a l l y  a l l . o f  our S t a t e s ,  something would have t o  be done 

about it. 

One poss ib le  way of avoiding f h a t  r e s u l t  would be a so-called 

inver t ed  r a t e  s t r u c t u r e  i n  which some c l a s s  of customers o r  some c l a s s  

of usage is d e l i b e r a t e l y  given a below-marginal-cost r a t e ,  v i a  a 

below-average-cos t r a t e ,  s o  a s  t o  avoid revenue over-col l e c t  ion. 

Presumably, you would s e l e c t  a usage o r  customer c l a s s  whose 

e l a s t i c i t y  of demand, with respect  . t o  . p r i c e ,  i s  very lod. Al te rna t ive ly ,  

you aim a t  some s o c i a l  purpose. These a r e  severa l  ways of doing . , 

it. 

Other ways of doing i t  would be t o  t ax  away t h e  excess revenues; 

o r ,  i n  the  case  of municipally-owned u t i l i t i e s ,  you can use the  excess 
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revenue f o r  o t h e r  municipal purposes. I n  e f f e c t ,  then  you a r e  s h i f t i n g  

some of your t a x  base  from income proper ty  o r  what-have-you toward 
1 

energy. 

The t h i r d  p o s s i b l e  use  of t h a t  kind of excess  revenue would be 

t o  use  i t  a s  consumer-contributed c a p i t a l ,  as i t  were, f o r  an a c t i v i t y  

t h a t  you want t o  e s p e c i a l l y  encourage; t h a t  might be p o l l u t i o n  c o n t r o l  

equipment t o  which t h e  o ld  FPC has spoken i n  gene ra l  terms on accounting 

p r i n c i p l e s ,  a s  f a r  a s  cons t ruc t ion  work i n  process.  O r ,  i t  might be 

my example e a r l i e r  of s o l a r  energy, i f  you could conceive of a way 

i n  which t h e  u t i l i t y ,  say  t h e  gas u t i l i t y ,  was f inanc ing  t h e  i n s t a l l a t i o n  
.<. 

of s o l a r  pane ls  a t  those  l o c a t i o n s  i n  a ' s e r v i c e  area where. they could 

b e s t  be pu t  t o  use. 

I am going way beyond your quest ion,  E l l i o t .  But I would g ive  

you o t h e r  examples t o  emphasize my own f e e l i n g  t h a t  when we  g e t  t o  

a dec i s ion ,  I doubt 'whether ERA would t r y  t o  po in t  t he  S t a t e  regula tory  

agencies  f i rmly  i n  one exc lus ive  dir 'ect ion.  . 

There a r e  many choices  t h a t  can be made he re ,  bu t  c e r t a i n l y  one 

of t h e  p o s s i b i l i t i e s  is t h e  one t h a t  you suggested. 

MS. HOBSON: Char l ie ,  do you have anything t o  add? 

MR. CURTIS: I guess  I would s h a r e  t h e  l a t t e r  p a r t  of David's comment, 

t h a t  i t  is d i f f i c u l t  t o  d iscover  a s i n g u l a r  t r u t h  i n  rate-reform matters. 



There a r e  various p o t e n t i a l  courses one might take i n  designing a rate 

which takes i n t o  cons idera t ion  the  needs of an individual  r e s i d e n t i a l  

consumer as compared t o  the  community a t  l a r g e  i n  supporting i ts  i n d u s t r i a l  

base. 

The common i n c l i n a t i o n ,  I th ink,  of the  Department-at-large is 

t h a t ,  t o  the extent  marginal p r i c i n g  f e a t u r e s ' c a n  be b u i l t  i n  the  r a t e  

design,  they should be b u i l t  i n  the  r a t e  design -- s o  t h a t  t h e  individual  

r e s i d e n t i a l  consumer is not subs id iz ing t h e  i n d u s t r i a l  base. 

However, t o  have t h a t  expression of i n c l i n a t i o n  t r ans la ted  i n t o  I 
a ' p a r t i c u l a r  policy t h a t  has any fo rce  and e f f e c t  on the  Federal  l e v e l  I 
is  an unwise course and one which the  Congress has determined ,is an I 
unwise course, leaving the  Department, then,  t o  its in te rven t ion  function,  I1 
which w i l l  have t o  be exercised through David's s ide.  

A s  f a r  a s  the  Federal Energy Regulatory Commission goes; a s  you I 
know, w e  r egu la te  the  wholesale r a t e ,  which is  l e s s  than 20 percent of I 
t he  s a l e s  of e l e c t r i c i t y  today. I 

To t r y  t o  accomplish r a t e  refoim through the  wholesale s i d e  of 

the  r a t e  formula is a l i t t l e  b i t  l i k e  attempting t o  push a rope. 

What we a r e  looking forward t o  is working more c l o s e l y  with 

those  S t a t e s  which have determined t o  reform t h e i r  r a t e  design on 
' 

t h e i r  own i n i t i a t i v e  so t h a t  we might harmonize the  Federal  regulatory 

p o l i c i e s  with those of t h e  S t a t e  t o  a t  l e a s t  make s u r e  w e  g e t  out  of 

t h e  way of a S t a t e  which wishes t o  accomplish some p a r t i c u l a r  economic 

purpose. . 
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MS. .HOBSON: .Have we given you a  he lpful  answer? 

MR. TAUBMAN: May I have a  followup? . 

MS. HOBSON: Yes. w 

MR. TAUBMAN: To the  extent  there  i s  in te rven t ion  and t h e r e  i s  

pol icy  by FERC, would you a t  l e a s t  be  w i l l i n g  t o  say t h a t  you would 

not  oppose consumer groups; and, t o  t h e  extent  t h a t  you do have regulatory 

policy,  p a r t i c u l a r l y  i n  the  a r e a  of regula t ing  Bonneville Power Authnrity 

f o r  ins tance ,  where the re  is a  c e r t a i n  amount of regulatory au thor i ty ,  

t h a t  you would a t  l e a s t  not,  again ,  oppose changing the  r a t e  design 

i n  some of t h e  d i r e c t i o n s  you re fe r red  to?. . . 

MR. BARDIN: I th ink t h a t  is a  s a f e  surmise. You have t o  remember 

t h a t  the  Administration's- i n i t i a l  National En'ergy Act w a s  q u i t e  e x p l i c i t  

t h a t  we reserve,  on the  e l e c t r i c  u t i l i t y  rat-e-reform'proposal, t o  the  . 

. " 

S t a t e s  t h e  r i g h t  t o  make a  judgment, on s o c i a l  grounds o r  economic' .- 

grounds o r  whatever grounds t h e  S t a t e s  saw f i t ,  on t h e  ques t ion  of . 

inver ted  ra tes .  i 

So i t  would, i n  my judgment, be incons i s t en t  with t h e  t h r u s t  cif 

t h a t  policy. I -have .no reason t o  consider, a t  t h i s  juncture ,  opposing .. 

t h a t  kind of S t a t e  gos i t fon .  

Now, we may wish t o  i l lumina te  it. He may wish s o  i l lumina te  

a l t e r n a t i v e  ways of deal ing  with i t .  On the  gas s ide ,  t h e r e  is  a c t u a l l y  



a f e a t u r e  of the  National Energy Act which has passed the  House and i s  

before the  conference, i f  I am not  mistaken, today.- Many of the  people 

i n  t h i s  room know the  conference b e t t e r  than I, 

The process 'of passing on higher cos t s  t o ' t h e  i n d u s t r i a l ,  the  

more e l a s t i c  use r s ,  quickly de fe r s  the  r a t e  a t  which the  r e s i d e n t i a l  

s e c t o r  w i l l  have t o  absorb-these higher costs .  That has some.policy ' 

implicat ions a s  well. I .. 

MS. HOBSON: Charl ie ,  anything t o  add? ' - -9 ' . 4- . 

MR.' CURTIS: What; I think E l l i o t ' s  quest ion r e a l l y  goes to;Dave, 

i s  the  r a t e  colifirmafion au thor i ty  ,being with ERA as-wel l  a s  . the 

in tervent ion-funct ion .  So I w i l l  pass. , : ;  . *  - 
C t -  

MS., HOBSON: : A l l :  r i g h t ;  fine.' .Thank: y o u , ~ E l l i o t . ~ -  . . - 
Gregg Thomas from the  S i e r r a  Club'. z . . . . I. 

MR. THOMAS: I ,  too, would- l ike  t o  pursue; a t  Dave Bardin's i n v i t a t i o n ,  

the  fundamental p r i c ing  p r i n c i p l e  t h a t  the  President  a r t i c u l a t e d  i n  . 

t h e  National Energy Plan a s  under ly ing- the  p r i c ing  of energy,; namely, 1 

t he  replacement-cost p r i c ing , -and  inquire  i n t o . a t  l e a s t  th ree  functions 

t h a t  ttie .Department :of Energy now has, with regard t o  re-structuring of 

. i . . u t i l i t y  ra tes .  , 

What-steps are ,be i r ig  taken , to move toward long-range incrementaf- 

cos t  p r i c ing ,  s p e c i f i c a l l y ?  The th ree  funct ibns  I ,am i n t e r e s t e d  in" ) 

are :  the  promulgation of Federal advisory guidel ines;  the  S t a t e  interven- 

t i o n  program; and the  supervision of the  Federal u t i l i t y  administrat ions.  



To t h e  e x t e n t  t h a t  a  judgment i s  b e i n g  made t h a t  t h e r e  shou ld  be 

a  d e v i a t i o n  from rep lacement -cos t  p r i c i n g  i n  t h o s e  programs, I am wondering 

what c r i t e r i a  a r e  b e i n g  employed. 

MR. BARDIN: I have t o  emphasize t h a t  t h e  r a t e - d e s i g n  d e c i s i o n s  by 

u t i l i t i e s  and by r e g u l a t o r y  a g e n c i e s  and r a t e - d e s i g n  recommendations by 

r e s p o n s i b l e  i n t e r v e n o r s  must always t a k e  accoun t  of  complex and d i f f e r e n t  

i s s u e s .  

Marg ina l -cos t  p r i c i n g  i s  a  d o c t r i n e ;  i t  i s  n o t  a  s e t  of  r a t e s .  

It  i s  a  d o c t r i n e ,  i n c i d e n t a l l y ,  which i s  something l i k e  a  r ed  b l a n k e t  

i n  f r o n t  of t h e  b u l l ,  i t  r e a l l y  g e t s  t h e  peop le  a g i t a t e d  o u t  t h e r e .  

I u n d e r s t a n d  t h a t  b u l l s  a r e  c o l o r  b l i n d .  I t h i n k  sometimes they  a r e  

g e t t i n g  a g i t a t e d  p r o  and con on t h e  d o c t r i n e  w i t h o u t  f o c u s i n g  enough 

on t h e  p r a c t i c a l  r e s u l t s .  

There  c e r t a i n l y  h a s  t o  be c a r e f u l  a t t e n t i o n ,  one ,  t o  t h e  a b r u p t n e s s ,  

and t h e  p r i n c i p l e  of c o n t i n u i t y  -- you c a n ' t  i n t r o d u c e  change t o o  

q u i c k l y  -- and two, t o  c o m p e t i t i v e  market  a r e a s .  I f  you have two 

u t i l i t i e s  working s i d e  by s i d e ,  b u s i n e s s e s  t h a t  a r e  t r y i n g  t o  a t t r a c t  

i n d u s t r y ,  t h e r e  h a s  g o t  t o  be some e f f o r t  t o  h e l p  them t ime  changes 

s o  t h e y  c a n  work a l o n g  v a r i o u s  r e a s o n a b l e  p a t h s .  

You have s o c i a l  v a l u e s ,  which you a l l u d e d  t o  i n  t h e  p r e v i o u s  

q u e s t i o n s ,  i n  t e r m s ,  pe rhaps ,  o f  t h e  e l d e r l y ,  and i n  terms of  one 

s e c t o r  of s o c i e t y ;  pe rhaps ,  a g r i c u l t u r a l  o r  r u r a l  l i f e ,  and u rban  l i f e .  

1 



There are'many values  t h a t  l eg i t ima te ly  come i n t o  play i n  the  - 
formulat ion of a c t u a l  r a t e s  and i n  the  app l i ca t ion  of rate-design 

p r i n c i p l e s  t o  decis ion  making. 

I think one of the  hardes t  i s sues  t h a t  we  confront  -- and I deal  

with i t  now with the  decision-making f o r  gas import cases, and I 

g e t  around t o  i t  on the  types of work t h a t  you a r e  asking me about -- 
i s  which marginal cos t  do you use: the  marginal cos t  today, the 

marginal cos t  a year  from now, o r  f i v e  years  from now? 

Probably t h e r e  has got  t o  be some p r a c t i c a l  r o l l i n g  i n  of t h e  

marginal i n  order  t o  come up with a r e a l i s t i c  appra isa l .  

When you have severa l  d i f f e r e n t  sources of energy on the  f ive-  

and ten-year *horizon, I th ink i t  i s  impract ica l  t o  p r i c e  each and 

every s i n g l e  one separa te ly  t o  individual  consumers, so  I think 

t h e r e  has t o  be 'some give  there.  

MS. HOBSON: Charlie.  

MR. CURTIS: Again, t h e  funct ions  I think your ques t ion  addresses 

r e s i d e  i n  David's arena of r e s p o n s i b i l i t y . .  

As  f a r  as .  the  Federal  Energy Regulatory Commission goes, w e  

c e r t a i n l y  would not discourage -- indeed, w e  would encourage -- 
p a r t i c i p a t i o n  i n  our proceedings and the  advancement of rate-design 

ques t ion  which may properly be  addressed wi th in  the  wholesale ra te-  

making function.  



We a r e  running i n t o  t h i s  wi th  t h e  so-cal led price-squeeze i s sues .  

The Commission, i n  proceedings,  i s  inqu i r ing  i n t o  t h e  r e l a t i o n s h i p  of 

r a t e  des ign  i n  t h e  compet i t ive  ba lance  between investor-owned u t i l i t i e s  

t o  supply e l e c t r i c i t y  t o  t h e i r  compet i tor  m u n i c i p a l i t i e s  and s t i l l  

compete w i th  those  m u n i c i p a l i t i e s  f o r  i n d i v i d u a l  i n d u s t r i a l  consumers. 

But what I hea r  your ques t i on  b a s i c a l l y  say ing  is: does t h i s  

Department main ta in  t h e  commitment t o  marginal  p r i c i n g ;  and on what 

b a s i s  i s  it t o  depa r t  from t h a t  commitment? 

I th ink  David h a s  o u t l i n e d  t h e  problems i n  implementation s o  

t h a t  t h e  po l i cy  becomes one of i n c l i n a t i o n  and problem s o l v i n g  t o  t h e  

I e x t e n t  t h a t  groups a s s i s t  t he  Department i n  sugges t ing  s o l u t i o n s  t o  

t hose  problems, because t h e  implementat,ion of t h e  p r i n c i p l e  is  ve ry ,  

very  d i f f i c u l t .  

But I have not ,  from my obse rva t ion  of t h e  o t h e r  components of 

t h e  Department, no t i ced  a t  t h i s  p o i n t  y e t  a retreat .fr'om'principle,  
6 

b u t ,  perhaps,  a growing awareness of t h e  d i f f i c u l t i e s  of t h e  problems 

of implementation. 

MS. HOBSON: Do you want t o  fo l l ow  up? 

MR. BARDIN: I don't know i f  I answered your ques t i on  f u l l y .  

MR. THOMAS: I want t o  pose a ques t i on  f o r  Char l ie .  On t h e  premise 

t h a t  t h e  Nat iona l  Energy Act w i l l  be enacted i n t o  law, you w i l l  have 

l a very  c e n t r a l  r o l e ;  indeed,  i n  a r t i c u l a t i n g  t h e  g u i d e l i n e s  t h a t  t h e  

S t a t e s  must cons ide r  i n  a very  d i s c i p l i n e d  way when they undertake 

t h e i r  rate-making cons idera t ions .  



I n  t h a t  regard ,  I wonder what p r i c i n g  p r i n c i p l e ,  what 

methodology you expect  t o  urge  upon t h e  S t a t e s ?  

MR. CURTIS: Would t h a t  t h e  Congress had the  wisdom t o  lodge t h a t  

a u t h o r i t y  i n  t h e  Commission; however, i t  decided t o  lodge i t  i n  t h e  

Economic Regulatory Adminis t ra t ion.  

MR. THOMAS: I s  t h a t  c o r r e c t ?  

MR. CURTIS: Yes. 

MR. BARDIN: Sec re t a ry  Sch le s inge r ,  i n  address ing  t h e  Governors 

Sunday a f t e rnoon ,  made i t  ve ry  c l e a r  t h a t  t h e  p r i n c i p l e  of the . incrementa1-  

p r i c i n g  approach was one t h a t  we would be p re s s ing  upon t h e  S t a t e s .  

I th ink  you asked ques t i ons  both of p r i n c i p l e  and p r a c t i c a l  app l i ca t i on .  

Let  me s h a r e  some t e n t a t i v e  thoughts  wi th  you, although Doug Bauer 

knows more than I about where we s t and  on t h e  power marketing agencies .  

I n  a l l  candor,  my sense  i s  t h e  power marketing agencies  of today 

a r e ,  by and l a r g e ,  l e s s  of a  f a c t o r  i n  t h e  e l e c t r i c  u t i l i t y  i ndus t ry  

than they were, o r  could have been, many yea r s  ago; t he  no t ab l e  

except ions  a r e  t h e  two Fede ra l  systems; Bonnevi l le ,  w i t h i n  t h e  Department 

of Energy, and TVA, no t  i n  t h e  Department of Energy. 

I th ink  t h e r e  i s  oppor tun i ty  f o r  experimentat ion and, f o r  va r ious  

reasons ,  more i n  TVA than  i n  Bonnevi l le .  Bonnevi l le  i s  confronted wi th  

a 'whole  h o s t  of problems due t o  i t s  prev ious  r e l i a n c e  on very  low-cost 

hydro and t h e  r e l a t i v e l y  abrupt  changes i n  a d j u s t i n g  t o  t h e  much 

higher-cos t thermal. 



Thi s  kind of s t r a i n  is g iv ing  r i s e  t o  proposed l e g i s l a t i o n  now 

pending on t h e  H i l l .  

The TVA has  a cons iderably  more homogeneous economic technology 

s e r v i c e  a r e a  and i n s t i t u t i o n a l  r e l a t i o n s h i p  where the  TVA, f o r  a l l  

p r a c t i c a l  purposes,  s u p p l i e s  power a t  wholesale  t o  t h e  e n t i r e  region. 

It doesn't  have the  coalescence problem t h a t  o t h e r s  do. 

I f e e l  t h a t  most of t h e  power marketing agencies ,  whi le  they 

a r e  important  i n  rendering s i g n i f i c a n t  s e r v i c e s ,  should be working 

with t h e  r e s t  of t h e  Department toward r e a l i z i n g  t h e s e  goa ls ,  even 

i f  they a r e  not t h e  c r i t i c a l  agencies ,  t h e  c u t t i n g  edge of r e t a i l  

r a t e  design.  

I th ink  t h a t  t he  i n t e r v e n t i o n  program, and t h e  gu ide l ines  w e  work 

o u t  f o r  i t ,  and t h e  progress  t h e  S t a t e s  make, w i l l  be t h e  c u t t i n g  

edge. 

We a r e  t a l k i n g  process  more than  substance.  I hope t h a t  t h e  

g u i d e l i n e  s e t t i n g  process  develops enough momentum t h a t  even though 

they w i l l  be  g u i d e l i n e s  only and w i l l  not produce anything l i k e  t h e  

mandatory f o r c e  of l a w ,  w e  w i l l  g e t  t o  a po in t  of fol lowing t h e  

common l a w  p r i n c i p l e s ,  when enough S t a t e s  have accepted t h e  s e t  of 

g u i d e l i n e s  t h a t  .it becomes the .  norm i n  S t a t e  u t i l i t y  r a t e  making 

throughout t h e  country . 



To my mind, t h a t  process  is a  c r i t i c a l  one. The s e n s i t i v i t y  

and i n t e l l i g e n c e  wi th  which t h a t  is conducted is, perhaps, c r i t i c a l  

t o  t h e  success  of t h e  o the r  i n t e r v e n t i o n i s t  funct ions.  

I n  w r i t i n g  gu ide l ines ,  i t  seems t o  m e ,  t h e  Federa l  government has 

t o  be prepared t o  l e a r n  from S t a t e s  who a r e  out  f r o n t ,  and from S t a t e s  

who have he ld  back, concerned about one o r  another  aspec t  of marginal- 

c o s t  p r ic ing .  We must march toge the r  and achieve the  opportuni ty t o  

r e a l i z e  a  goa l ,  no t  through d i r e c t  Federa l  mandate, bu t , t h rough  i n d i r e c t  

persuasion.  

MS. HOBSON: Gregg, I know we could go on, b u t  I would l i k e  t o  

g ive  Richard Morgan a  chance t o  ask  h i s  quest ion.  Richard is  from t h e  

Environmental Action Foundation. 

MR. MORGAN: Thank you Tina. My o r i g i n a l  ques t ion  has been p r e t t y  

w e l l  answered by now, b u t  I w i l l  t r y  andther  one. 

Our o f f i c e .  d id  a  survey of . the Nation's major u t i l i t y  companies 

l a s t  year.  We found t h a t  over 90 percent  of t h e  companies. had over- 

p ro j ec t ed  t h e i r  peak demands dur ing  t h e  p a s t  t h r e e  years .  We a l s o  
. . 

found a n  industry-wide r e se rve  margin of around 30 ,pe rcen t ,  which is  

about  twice what u t i l i t i e s  need f o r  r e l i a b l e .  power systems. 

P a r t  of t he  problepl i s  t h a t  t h e  u t i l i t y  i ndus t ry  has some b u i l t -  

i n  i n c e n t i v e s  f o r  expansion; one being t h e  rate-base r e g u l a t i o n  and 

ano the r  being t h e  10-percent investment t a x  c r e d i t .  



Now, t h e  House and S e n a t e  have v o t e d  t o  rough ly  double  t h e  

inves tment - t ax  c r e d i t  f o r  u t i l i t i e s .  The A d m i n i s t r a t i o n ,  i n  i t s  

t a x  package,  proposes  t o  broaden t h e  inves tment - t ax  c r e d i t  f u r t h e r .  

My q u e s t i o n  i s :  what c a n  DOE and FERC do abou t  t h e  problem 

of  o v e r b u i l d i n g  i n  t h e  u t i l i t y  i n d u s t r y ,  and how can  t h e  A d m i n i s t r a t i o n  

j u s t i f y  i t q  s t a n d i n g  on t h e  inves tment - t ax  code f o r  u t i l i t i e s ?  

MS. HOBSON: Very good. Who would l i k e  t o  answer f i r s t ?  

MR. BARDIN: I d o n ' t  know a l l  t h e  answers t o  a l l  t h o s e  q u e s t i o n s .  

MR. MORGAN: I guess  I asked more t h a n  I shou ld  have.  

MR. BARDIN: F i r s t  of  a l l ,  I unders tand  t h e  concern  a s  t o  
. . 

o v e r b u i l d i n g  a s  a  l e g i t i m a t e  a r e a  t o  s c r u t i n i z e ;  b u t  I a l s o  have a  

concern  abou t  u n d e r b u i l d i n g .  

I f  I had a  c h o i c e ,  I would r a t h e r  have t o o  much r e s e r v e , '  a l l  

t h i n g s  e q u a l ,  t h a n  n o t  enough. 

Worrying a s  I have been f o r  some days now abou t  power i n  a n  a r e a  

of t h e  c o u n t r y  wh'ich i s  s u b j e c t  t o  i n t e r r u p t i o n  of i t s  normal f u e l  supp ly  

and r e s u l t i n g  s t r a i n  on t h e  g e n e r a t i n g  and t r a n s m i s s i o n  r e s o u r c e s ,  

I a p p r e c i a t e  every  b i t  of redundancy t h a t  we have a v a i l a b l e ,  i n c l u d i n g  

t h e  n u c l e a r  power p l a n t s  t h a t  a r e  a b l e  t o  d e f e r  t h e i r  r e f u e l i n g  and,  

t h e r e b y ,  g i v e  u s  a  l i t t l e  s l a c k  i n  t h e  system. 

A s  we t h i n k  of  t h e  k i n d s  of s t r a i n s  and t u r m o i l s  t h a t  t h e  C a r t e r  

~ d m i n i s t r a t i o n  p r o j e c t s  f o r  t h e  c o u n t r y  o v e r  t h e  n e x t  t e n  y e a r s ,  we 



are going t o  need t o  take ,advantage  of whatever redundancy we have 

i n  t h e  c o l l e c t i v e  e l e c t r i c ,  gas ,  o i l ,  and o t h e r  energy s y s t e m s , i n  t h e  

country. 

The fundamenta'l ques t ion ,  though, i s  an i n s t i t u t i o n a l  one: 

how t h e  t ax  code and t h e  r egu la to ry  code should i n t e r a c t .  I don't 

know t h a t  t h e  C a r t e r  Adminis t ra t ion  has focused on t h a t  a s  a s e p a r a t e  

s p e c i f i c  s u b j e c t ,  except  i n  t he  s e p a r a t e  contex t  of t h e  National  Energy 

Act where, f o r  example, I have no d i f f i c u l t y  exp la in ing  a proposal  

t o  t a x  u t i l i t y  u se  of o i l  and gas a t  very  high l e v e l s  i n  o rde r  t o  

encourage u t i l i t i e s  t o  convert  from o i l  and gas  t o  c o a l  o r  biomass 

o r  what-have-you -- and then  t o  g ive  them a c r e d i t  ou t  of t h a t  very  

t a x  t o  pay f o r  t h e  c o s t  of t h e  conversion. This  proposal ,  however, i s  

no t  b u i l t  i n t o  t h e  gene ra l  t a x  b i l l ,  bu t  is  b u i l t  i n t o  a s p e c i a l  

conversion-encouraging kind of tax.  

There has been an idea  k ick ing  around f o r  a long time t h a t  

u t i l i t i e s  should have no s p e c i a l  t a x  c r e d i t s  and dep rec i a t ion  

t reatment ,  a n  i d e a  on which I pe r sona l ly  t e s t i f i e d  back i n  1969, 

a s  some of my f r i e n d s  l i k e  t o  remind me. We p reva i l ed  f o r  a week i n  

t h e  Ways and Means Committee then. 

There is another  i dea  t h a t  Chairman Bat inovich,  and o t h e r  

members of t he  Commission he c h a i r s ,  ho ld ,  which is t h a t  Federa l  

income t axes  shouldn't  apply t o  investor-owned u t i l i t i e s  -- 



t o  t h e  e x t e n t  of  t h e i r  u t i l i t y  f u n c t i o n  -- any more t h a n  they  a p p l y  

t o  p u b l i c l y  owned u t i l i t i e s ,  on t h e  grounds t h a t  t h i s  i s  a n  e f f e c t i v e  

f low-through c o s t  which t h e  consumer p i c k s  up. I t  i s  n o t  pe r fo rming  

any u s e f u l  f u n c t i o n  by c r e a t i n g  d i s t o r t e d  s i g n a l s .  

The Department h a s  n o t  f i n i s h e d  i t s  s t u d y  of t h a t  p r o p o s a l ,  s o  

we h a v e n ' t  t a k e n  any p o s i t i o n .  I p e r s o n a l l y  would be v e r y  i n t e r e s t e d  

i n  l e a r n i n g  what t h e  consumer community, t h e  env i ronmenta l  community, 

and t h e  b r o a d e r  u t i l i t y  cominunity t h i n k s  of  t h e s e  p r o p o s a l s  f o r  a  

d i f f e r e n c e  i n  t h e  g e n e r a l  tax-law t r e a t m e n t  of  e l e c t r i c  and n a t u r a l  gas  

u t i l i t i e s  than  i n  t h e  p a s t .  . . ...... . . . . . i- :, 
, _.. . 

MR. CURTIS: The q u e s t i o n  on e x c e s s  c a p a c i t y  i s  a  v e r y  d i f f i c u l t  
' >-. . . 

one. What can be done about  i t ,  of  c o u r s e ,  i s  t o  judge t h e  e x p e n d i t u r e s  

a s  imprudent ly  i n c u r r e d  and d i s a l l o w  t h e i r  r ecovery  i n  t h e  r a t e  base.  
, . 

Now, t h a t  can  be done e i t h e r  a t  t h e  F e d e r a l  o r  S t a t e  l e v e l .  

Some S t a t e s ,  a s  you know, a r e  i n q u i r i n g  i n t o  t h i s  v e r y  s p e c i f i c a l l y  

a t  t h e  moment. As i n  any c o u r s e  of human e v e n t s ,  one must obse rve  

b a l a n c e  and prudence i n  such i n q u i r i e s  f o r  f e a r  t h a t  we a r e n ' t  

s h o o t i n g  o u r s e l v e s  i n  t h e  f o o t .  

T h i s  coun t ry  h a s  a  b i g  s t a k e  i n  m a i n t a i n i n g  adequa te  and r e l i a b l e  

d e l i v e r y  of i t s  energy r e s o u r c e s ,  e s p e c i a l l y  e l e c t r i c  u t i l i t y .  



We have t o  be cau t ious ,  however, t h a t  our concern f o r  t h e  shor t -  

term p r i c e  impact of u t i l i t y  r a t e s  on consumers and t h e  very r e a l  problems 

t h a t  i t  p r e s e n t s  f o r ,  e s p e c i a l l y ,  t h e  low income and poor ,  does no t  

m a t e r i a l l y  impair  our a b i l i t y  t o  provide  energy f o r  our f u t u r e .  

I n  my opin ion ,  today's consumer has t h e  r e s p o n s i b i l i t y  t o  i n v e s t  

f o r  t h e  b e n e f i t . o f  f u t u r e  consumers, a s  w e l l ;  and t h a t  r e q u i r e s  t h e  

development of capac i ty  t h a t  may, through an e r r o r  i n  planning,  r e s u l t  

i n  excess  capac i ty  t o  t h e  de t r iment  of a n  i n d i v i d u a l  consumer's near- 

term i n t e r c s t .  

Now, I th ink  your concern r e a l l y  goes t o  motive; of whether 

t h a t  i s  an e r r o r  of .p lanning  o r  whether t h a t  was b u i l t  i n t o  t h e  

system. A r e  t h e r e  regula tory-process  i n c e n t i v e s  t o  i n v e s t  i n  capac i ty  

beyond t h e  needs of t h e  s e r v i c e  a r e a ,  simply t o  enhance t h e  revenue 

s t r eam t o  the  ope ra t i ng  u t i l i t i e s ?  

Obviously,  t h a t  is a proper  i nqu i ry  and t h e  duty of t h e  r e g u l a t o r ,  

and w e  i n t end ,  a t  t h e  Federa l  l e v e l ,  t o  cons ider  such ques t i ons ,  b u t  

no t  w i th  t he  type  of presumed improper motive, I guess ,  bu t  l e t  me 

j u s t  say with a  hea l thy  skep t i c i sm t h a t  i s  not  n e c e s s a r i l y  of t he  

view t h a t  today's e x i s t i n g  exces s  capac i ty ,  a s  i t  v a r i e s  i n  some a r e a s ,  

r e s u l t s  from improper motive and a c t i o n  on t h e  p a r t  of e x i s t i n g  

management. 



n 

My pe r sona l  op in ion  is  t h a t  .it is much more o f t e n  t h e  r e s u l t  of 

poor planning and a n  i n a b i l i t y  t o  see o r  focus  on t h e  broader  oppor- 

t u n i t y  t o  s h a r e  power w i t h  o t h e r  e l e c t r i c a l  systems and t o  pe rce ive ,  

i n  planning,  a  common call  upon reserve capac i ty  which would minimize 

I t h e  need f o r  i n d i v i d u a l  e l e c t r i c a l  systems b u i l d i n g  up s i g n i f i c a n t  and 

l a r g e  reserves .  

So, what I t h i n k  should be done. p r imar i l y  i s  t o  encourage g r e a t e r  

i n t e r c o n n e c t i o n  and i n t e r r e l i a n c e  i n  t h e  de l ive ry  o'f t he  e l e c t r i c i t y ,  

and by economic d i s p a t c h  achieve t h e  p o t e n t i a l .  economies t h a t  would 

r e s u l t  there .  By t h i s  planning e f f o r t ,  t h e  over-capacity t h a t  r e s u l t s  

from e r r o r ' o r  t o o  narrow a focus  of management can a t  l e a s t  be  avoided'. 

MS. HOBSON: A l l  , r i g h t .  Do you have a  followup? 

MR. MORGAN: Yes. I th ink  you have a l s o  rai ,sed ano the r  q u e s t i o n  

which has  been burning' i n s i d e  of m e  f o r  a  couple  of years ,  which is: 

do you f e e l ,  as M r .  B a r d i n . s t a t e d ,  t h a t  i t  is b e t t e r  t o  have too  much 
. . 

c a p a c i t y  t han  not .enough? 

The f a c t  is ,  i f  w e  always want to ,  err on t h e  high s i d e ,  we might 

a s  w e l l  have 100 percent  r e se rve  margin. 

Somewhere t h e r e  is  a  happy medium, where you a r e  b e t t e r  o f f  r i g h t  

a t  t h a t  p o i n t  than 'having  more o r  less. 

H i s t o r i c a l l y ,  t h e  Federa l  Power Commission has  recommended r e s e r v e s  

of around 20 percent .  Now, t h e  reserves a r e  around 30 percent .  



We es t ima te  t h a t  is c o s t i n g  consumers about $700 m i l l i o n  a  year  

i n  t h i s  country; 

W e  d idn ' t  do a  s tudy  t o  f i n d  out .  We don't know what t h e  b e s t  

answer is;  and t h a t  20 percent  number was put t oge the r  probably 20 

y e a r s  ago. There have been an ,awful l o t  of changes s i n c e  then. 

I wonder whether i t  i s n ' t  t i m e  f o r  u s  t o  s i t  down and t r y  t o  

f i g u r e  ou t  what kind of r e s e r v e  margin w e  ought t o  have i n  t h e  u t i l i t y  

i n d u s t r y  and what is j u s t i f i e d .  

Then, i f  t h e  u t i l i t i e s  a r e  overburdened, let 's do something about  

t hose  i n c e n t i v e s  t h a t  cause them t o  do it, o r  somehow f o r c e  them i n t o  

doing a  b e t t e r  job  of p r o j e c t i n g  our power usages. 

MR. BARDIN: I t h i n k  t h e r e  have been t o o  many s t r i c t l y  ex t r apo la t ed  

o r  mechanical p r o j e c t i o n s  of demand. 

Soph i s t i ca t ed  people  of t h e  e l e c t r i c  u t i l i t y  community a r e  now 

f i n d i n g  out d i f f e r e n t  techniques t o  g e t  a  b e t t e r  p r e d i c t i v e  c a p a b i l i t y .  

We should be concerned about t he se  p r o j e c t i o n s  on t h e  n a t i o n a l  s c a l e ,  

too.  

One of t h e  t h ings  t h e  C a r t e r  Adminis t ra t ion  is hoping t o  accomplish 

i s  a  r e l a t i o n s h i p  with t h e  S t a t e s  i n  which w e  b u i l d  up a mosaic ou t  

of ve ry  s p e c i f i c  s t u d i e s  of s e r v i c e  a r e a s  i n  terms of S t a t e  economies 

and S t a t e  g o a l s  f o r  t h e i r  economies. I f  t h e r e  is  an e l e c t r i c  power 

need, w e  must determine t h e  r eg iona l  a s  w e l l  a s  n a t i o n a l  power 

imp l i ca t i ons .  



Also, on t h e  f a c t u a l  s i d e ,  . t h e r e  is  ano the r  element,  t h e  unce r t a in ty  

over  how long  i t  a c t u a l l y  t a k e s  t o  p lan ,  g e t  permission t o  b u i l d ,  and 

c o n s t r u c t  a g iven  f a c i l i t y .  It is an extremely s e r i o u s  problem i n  

terms of t h e  more e f f i c i e n t  type of baseload p l a n t s ,  which a r e  u sua l ly  

t h e  l e a s t  oil-consuming p l a n t s  i n  t h e  country.  

You have a s i t u a t i o n  where t h e  u t i l i t i e s  and t h e  S t a t e s  t h a t  choose 

t o  gu ~ l u c f e a r  don't know i f  they w i l l  eve r  b u i l d  t h a t  f a c i l i t y .  This  

w i l l  not  be hea l thy  f o r  t h e  consumer, t o  pu t  i t  mildly.  The consumer 

ends up paying money f o r  proposed p r o j e c t s  which drag  on and which 

may no t  g e t  b u i l t  i n  the' end. It is ' n o t  hea l thy  f o r  r a t i o n a l  d e c i s i o n  

making as t o  what t h e  needs w i l l  be  f i v e ,  t e n , . f i f t e e n  y e a r s  from now 

and how t o  a c t  on a t imely b a s i s  t o  meet t hose  needs. 

There is a g r e a t  danger of us ing  peaking u n i t s  -- t h e  quick,  easy- 

to -bui ld ,  cheap, bu t  energy i n e f f i c i e n t  peaking u n i t s  -- a s  a c ru t ch  

f o r  l a s t  minute  d e c i s i o n  making. 

Thi rd ,  while  w e  have accumulated very  l a r g e  r e se rve  margins i n  

some p a r t s  of t h e  country with t h e  b e n e f i t  of h inds igh t ,  we can 

ask ou r se lves ,  and I t h i n k  u t i l i t i e s  a r e  ask ing  themselves: where d id  

they go wrong by d e f e r r i n g  u n i t s  as a r e s u l t ?  

Keep i n  mind t h a t  j u s t  a few weeks ago, b e f o r e  w e  worr ied about  

c o a l  s u p p l i e s ,  t h r e e  of t h e  l a r g e s t  u t i l i t i e s  i n  t h e  country,  a s  a 

r e s u l t  of fo rced  outages,  were r i g h t  down t o  two o r  t h r e e  percentage 



p o i n t s  r e se rve  margin f o r  a  u t i l i t y  which had a  r e p u t a t i o n  f o r  being 

well-managed. Yet,  t h e r e  they  were, c u r t a i l i n g  v o l t a g e  i n  o rde r  t o  

avoid  brownouts o r  b lackouts .  

So, whereas one p a r t  of t h e  country might have an extreme 

redundancy problem, you have i n  another  p a r t  of t h e  count ry ,  a t  l e a s t  

f o r  a  per iod  of t i m e ,  a  man i f e s t a t i on  of t h e  o t h e r  s ide .  
. . 

The answer i s  t o  c r e a t e  t h e  k inds  of i n s t i t u t i o n s  which w i l l  f o r c e  

u s  t o  p l a n  b e t t e r ,  f o r c e  t h e  u t i l i t i e s  t o  p l an  b e t t e r ,  and t o  p l an  on 

t h e  r i g h t  s c a l e ,  t o  enab le  dec i s ions  t o  be made step-by-step i n  t ime 

and i n  tune  wi th  t h e  r e s u l t s  of our  planning. 

MR. CURTIS: I would l i k e  t o  comment on t h i s ,  because i t  i s  a  

ma t t e r  t h a t  concerns me. I s t a r t e d  ou t  by say ing ,  "Yes, I th ink  i t  

i s  our  duty t o  inquire ."  A number of S t a t e s  have ve ry  a c t i v e l y  pursued 

t h a t  inqui ry .  I be l i eve  i t  i s  our  duty t o  i n q u i r e ,  bu t  I th ink  we must 

be ve ry  sanguine about  what i s  our p o t e n t i a l  f o r  dea l ing  wi th  t h i s  problem, 

from t h e  s tandpoin t  of h i n d s i g h t  i n  judging t h e  prudence of c o s t s  a l r eady  

incu r r ed ,  because of t h e  consequences of t h e  dec i s ion  t o  disal low.  

I th ink  t h a t  t h e  powers of government are.  ve ry ,  ve ry  circumscribed 

i n  t h i s  area.  We must no t ,  through comments t h a t  we make here .  o r  by 

t h e  a c t i v i t i e s  we engage i n ,  overpromise a  r e s u l t  t h a t  i s  u n l i k e l y  

t o  be  forthcoming. 

I n  my opinion,  t h e  r egu la to ry  agency i s  not  going t o  have a  ve ry  

good handle  i n  dea l ing  wi th  excess  capac i ty .  



MS. HOBSON: I am going t o  be impol i te .  Our f i r s t  60-minute 

t e l e v i s i o n  t ape  is near ing  its end, I want t o  have an oppor tuni ty  t o  

thank both  t h e  Chairman and t h e  Administrator  f o r  dea l ing  wi th  the  

ques t ions ,  and we hope you w i l l  come back a f t e r  our co f f ee  break. We 

w i l l  be v ideotap ing  t h i s  e n t i r e  3-hour sess ion .  I didn ' t  want you t o  

leave  without  having an oppor tuni ty  t o  pub l i c ly  thank you. 

MR CURTIS: The po in t  i s  t h a t  a  much more meaningful oppor tuni ty  

t o  d e a l  w i th  the  problem lies i n  incremental-cost u n i t  p r i c i n g  and 

r a t e  design; though those  mechanisms impose a d i s c i p l i n e  on manage- 

ment's d e c i s i o n  so  t h a t  e l e c t r i c i t y  p r i ced  a t  t he  margin w i l l  i n h i b i t  

t h e s e  i n c l i n a t i o n s  toward excess  capac i ty .  

I f  those  types  of s imula t ions  of d i s c i p l i n e s  and rewards i n  t h e  

competi t ive market can b e  i n j e c t e d  i n t o  the  r egu la to ry  environment, 

then  I th ink  w e  can much more e f f e c t i v e l y  d e a l  w i th  t h i s  problem than 

we a r e  going t o  be a b l e  t o  by any a t tempt  t o  e x e r c i s e  pure regula tory  

muscle and h inds igh t  i n  c o n t r o l l i n g  t h e  passthrough of those cos ts .  

MS. HOBSON: Thank you very  much. 

I th ink  i t  c e r t a i n l y  i s  obvious t h a t  t h i s  is  a consumer-information 

s e r i e s .  We a r e  t r y i n g ,  through t h i s  s e r i e s ,  t o  g ive  some t o o l s  t o  energy 

consumers with which t o  b e t t e r  eva lua t e  t h e  system. 



I think I will take the opportunity now to ask you one last 

question for comment. Because it is so difficult to understand the 

utility-rate structuring area, I believe that consumers are very 

interested in intervention funding, so that they can have an opportunity 

to get the experts who are qualified to deal with this issua. 

I would just like to ask for your thoughts -- and then we will 
let you go -- on your position of intervention funding. 

MR. CURTIS: The position of the Federal Energy Regulatory 

Commission is in support of interventor funding. The Congress, in 

preliminary agreement in its conference on the National Energy Plan, 

I believe, has determined to grant to the Commission the authority to 

assist, through interventor funding, direct participation in our 

proceedings. 

As I say, the Commission, as a body, has determined to support 

that policy and will commit to make that program work effectively. 

In the interim, in the absence of funds, the Commission is bound 

by the current law which prevents our making monies available to 

assist intervenors, but we are able to make our staff available to 

offer counsel and explanation to intervenors; and we are doing that. 

MS. HOBSON: Thank you. 

MR. BARDIN: The ERA, like the FEA before, interprets its statutory 

authority to permit intervenor funding. We have, indeed, had intervenor 



funding a p p l i c a t i o n s  i n  t h e  case  of i n t e rvenor  groups who f e e l  i t  is  

necessary  t o  have such funding i n  o rde r  t o  t e l l  me what I ought and ought 

no t  t o  be  doing. They should apply t o  t h e  Of f i ce  of Adminis t ra t ive  

Review i n  t h e  ERA. 

We 'also have a funding program, Congressional ly mandated and 

'funded, f o r  g r a n t s  t o  S t a t e  consumer o f f i c e s  and a proposal  t o  

cont inue  t h a t  program i n  P re s iden t  Car te r ' s  f i a c a l  '79 budget. 

I hope you w i l l  g ive  Hazel R o l l i n s  an oppor tuni ty  t o  g ive  t h i s  

group t h e  d e t a i l s  of t h e  f i s c a l  '79 budget so  everybody has p r e c i s e  

informat ion  a s  t o  what we a r e  proposing and what w i l l  be  be fo re  

t h e  Author iza t ion  and Appropriat ion Committees. 

MS.. HOBSON: A l l  r l g h t ;  thank you. 

We a r e  now going t o  have a c o f f e e  break. When everyone comes 

back, we w i l l  be  d i r e c t i n g  ques t ions  t o  t h e  panel. F i l l  ou t  your ques t ion  

cards.  We ought t o  be  a b l e  t o  conduct t h i s  in formal ly ,  s o  j u s t  f i l l  

ou t  your ca rd  wi th  your ques t ions  s o  we' can t u r n  i t  ' in  t o  t h e  recorder .  

W e  w i l l  s e e  you back h e r e  i n  about 15 minutes. 

(A b r i e f  r eces s  was taken ....) 
MS..HOBSON: We a r e  back f o r  t h e  second 'pa r t  of our DOE b r i e f i n g  on 

" U t i l i t y  Rate St ruc tur ing ."  

W e  a r e  going t o  conduct t h i s  question-.and-answer s e s s i o n  i n  a more .. . 

informal  manner and s e e  how t h a t  works, 



3 6 

I know t h i s  is a very  complex s u b j e c t  and something we consumers 

h e r e  and consumers elsewhere around t h e  country need t o  know more 

about.  

Theref a r e ,  we a p p r e c i a t e  having the  panel  is  ts and t h e  resource 

people,  who a r e  s i t t i n g  on my r i g h t ,  who were involved i n  preparing 

answers t o  t h e  36 r e p r e s e n t a t i v e  ques t ions  t h a t  were submitted i n  

advance f o r  t h i s  b r i e f i n g .  

Rather than  go i n t o  answers t o  pre-selected ques t ions  by t he  

p a n e l i s t s  r i g h t  now, we thought we would g ive  t h e  audience g r e a t e r  

l a t i t u d e .  We a r e  going t o  begin with your quest ions.  

We a r e  going t o  a sk  you which ques t ions  you would l i k e  anskered, 

and you can d i r e c t  them a t  one o r  more of t he  pane l i s t s .  

They w i l l  answer t h e  ques t ions  themselves o r  c a l l  upon resource 

people t o  he lp  them. 

I n  t he  pas t ,  we have used t h e  ca t egor i e s  of :  consumer r ep re sen ta t ives ,  

environmental r ep re sen ta t ives ,  and indus t ry  r ep re sen ta t ives .  

This  t i m e  we a r e  v ideotap ing  the  whole program. Speakers w i l l  
r 

.have  t o  come t o  t h i s  podium on my r i g h t  t o  a sk  a ques t ion  and any 
. , 

follow-up ques t ion ,  s o  we can g e t  you on t h e  videotape'. 

I understand t h a t  you a l s o  have t o  s i g n  a r e l e a s e  so  t h a t  we can 

t ake  t h e  v ideotape  and d i s t r i b u t e  it.. 



I f  you p r e f e r  no t  t o  be i n  t h i s  videotape,  o r  don't c a r e ,  t h e r e  a r e  
D .. 

two s t and ing  microphones i n  t h e  a i s l e s  which you can use. However, 

w e  would l i k e  t o  have you on t h e  v ideotape ,  i f  pos s ib l e .  

I a l s o  want t o  p o i n t  ou t  t h a t  advance ques t i ons  f o r  our  ne.xt 

b r i e f i n g  a r e  due today, .and w e  have g iven  you a  s l i p  of paper f o r  your 
. . 

ques t ions  on "Energy and Consumer P ro t ec t i on ,  Competit ion and Fraud." 
. .  . .  . 

So, i f  you have ques t i ons  ysu.would l i k e  t o  a sk ,  I would l i k e  you 

t o  hand them t o ' a  s t a f f  person on your way out .  

Seve ra l  people  had put  t h e i r  names on t h e  l i s t  be fo re  they understood 

t h a t  we were no t  a s s ign ing  numbers t o  t h e  ques t ions .  So, I a m  going 

t o  c a l l  one o r  two of them t o  begin t h e  proceedings and we w i l l  see 

how i t  works. 

I a l s o  have my gong here .  This  is our  Fede ra l  gong show, and 

t h i s  is  b a s i c a l l y  t o  make s u r e  t h a t  t h e  p a n e l i s t s  don't t a l k  t oo  long. 

They have f i v e  minutes t o  answer ques t i ons  and, p r e f e r a b l y ,  they w i l l  

t a k e  only t h r e e  a t  t h i s  s t age .  

W i l l  t h e  fo l lowing  people  come t o  t h e  podium t o  a sk  t h e i r  ques t ions?  
, . 

I would l i k e  Pau l ine  E i sens t ad t ,  Energy Consumers of N e w  Mexico. Paul ine ,  

would you come t o  t h e  podium, and Henry Shel ton,  Rhode I s l a n d  C o a l i t i o n ?  

They w i l l  be  our  f i r s t  two. 

When you come t o  t h e  podium, p l e a s e  i d e n t i f y  yourse l f  and t h e  

organiza t ion .  



So, i f  Henry Shel ton would come and a l s o  Jack Werner, we w i l l  

have t h e  f i r s t  th ree .  Then we w i l l  j u s t  t ake  people i n  order.  

Paul ine?  

MS. EISENSTADT: I am Pau l ine  E i sens t ad t ;  I a m  t h e  Executive 

Di rec to r  of Energy Consumers of New Mexico. That is a  pub l i c  i n t e r e s t  

group i n  t h e  S ta t e .  

I n  our  region,  which is t h e  West, even though we a r e  a  producing 

S t a t e ,  one of t h e  th ings  t h a t  we a l l  look t o  a s  t h e  f u t u r e  is  s o l a r .  

We are concerned about  u t i l i t i e s  owning t h e  Sun. W e  want t o  

know what t h e  Department of Energy is doing t o  he lp  ensure  consumers 

t h a t  t h e  u t i l i t i e s  won't end up owning t h e  Sun. For example, we s e e  

t h a t  a  g r e a t  amount of money is being put  i n t o  r e sea rch  f o r  such th ings  

as s o l a r  power towers. 

We f e e l  t h a t  t h e  g r e a t  p o t e n t i a l  f o r  s o l a r  energy should come 

i n ' a  decen t r a l i zed  way, s o ' t h a t  we d o . n o t  have t o  pay ,a  monthly r e n t  

t o  t h e  u t i l i t y  companies f o r  t h e  use  of t h e  Sun. 

MS. HOBSON: A l l  r i g h t .  Who can address  t h i s  ques t ion?  

MR. BAUER: It is t r u e  t h a t  i n  t h e  Energy Research and Development 

Administrat ion 's  e a r l y  days, among some of t h e  t e c h n i c a l  marvels w e  

looked a t  was t h e  no t ion  of t h i s  sun tower. 

It was maturing t o  t h e  po in t  of a demonstration p r o j e c t  t h a t  would 

be done somewhere i n  t h e  f a r  West p a r t  of t h e  country. 



Someone b r i g h t  enough t o  t h i n k  o£ economics, as w e l l  a s  technology, 

s t a r t e d  t o  c a l c u l a t e  what t h e  c o s t  per  k i l o w a t t  would be f o r  such an' . 

i n s t a l l a t i o n  and discovered t h a t  i t  is  no t  t h e  b e s t  th ing  s i n c e  s l i c e d  

bread. 

My understanding i s  t h a t  t h e  amounts of money being dedica ted  

now and i n  t h e  f u t u r e  t o  t he se  l a r g e  c e n t r a l  p r o j e c t s  are under v e r y s '  

i n t e n s i v e  review and recons idera t ion .  
. , 

J u s t  t o  quo te  a number t h a t  has  been t h e  number t h a t  I have kept  

i n  my mind as t o  t h e  r e l a t i v e  c o s t  of c e n t r a l  s o l a r  power -- a s  d i s t i n c t  

from some of t h e  o t h e r . a l t e r n a t i v e s  f o r  c e n t r a l  e l e c t r i c i t y  product ion  -- 
e l e c t r i c i t y  produced by some of t h e  c u r r e n t  means c e n t r a l l y ,  i f  used 

by ' s o l a r ,  runs  a s  high a s  $4,000 a  k i l o w a t t ,  i n  comparison with'  t h e  .. : 

most expensive c o s t  quoted on t h e  margin now f o r  nuc l ea r  i n  t h e  o rde r  

of $1,000 t o  $1,100 pe r  k i l owa t t .  

I th ink  your i n s t i n c t s  wi th  r e spec t  t o  f avo r ing  small, spreadout ,  

decen t r a l i zed  s o l a r  a c t i v i t i e s  a r e  on t h e  mark. 

I th ink  t h a t  is what you w i l l  f i n d  i n  S i e r r a  and some of t h e  o t h e r  

agenc ies  of hea t ing  and cool ing  a p p l i c a t i o n s  of s o l a r ;  and t h a t  is  

t h e  t h r u s t  of t h e  r e sea rch  and development programs t h a t  a r e  

now. 

MS. HOBSON: ~ o l l o w u p ,  Paul ine?  

MS. EISENSTADT: No, I'll l e t  i t  go. Thank you very  much. 



MS. HOBSON: Thank you. 

Henry Shel ton? 

MR. SHELTON: Thank you. 

My name is  Henry She l ton ;  I a m  a  member of t h e  C o a l i t i o n  f o r  

Consumer J u s t i c e ,  which is a Sta tewide  community o r g a n i z a t i o n  i n  

Rhode I s l a n d  made up of s e n i o r  c i t i z e n s ,  working c l a s s  people ,  low- 

income people,  church groups,  and l a b o r  unions. 

We have been involved i n  r a t e  reform o r  r eques t s  f o r  r a t e  reform 

f o r  about t h r e e  years .  

P re sen t ly ,  w e  a r e  involved i n  t h r e e  e l e c t r i c a l  u t i l i t y  cases .  

One ca se  has  j u s t  been f i n i s h e d ,  and they have awarded t h e  e l e c t r i c  

company a n  amount of money, b u t  they have kept  a  f r e e z e  t h a t  w e  were 

a b l e  t o  win t h r e e  y e a r s  ago -- a  f r e e z e  on t h e  f i r s t  300 k i l o w a t t  hours 

of r e s i d e n t i a l  use.  

The second company i s  proposing a  d i scount  r a t e  f o r  t h e  e l d e r l y  

on S o c i a l  Secu r i t y ,  which is a ve ry  l i m i t e d  group, probably 2,000 

i n  our t e r r i t o r y  i n  Rhode I s l and .  

We t h i n k  it's good they can  g e t  a  d i scount .  We t h i n k  t h a t  

d i scount  should be app l i ed  t o  a  wider  number of people; maybe a l l  

f a m i l i e s ,  f o r  i n s t ance ,  under  $5,000. 

The t h i r d  ca se  w e  are,  involved i n  is the,Newport E l e c t r i c  case,  



where w e  a r e  p re sen t ing  a r eques t  f o r  an  i n v e r t e d  r a t e  s t r u c t u r e  f o r  

r e s i d e n t i a l  u se r s ;  except ing  people  who have a l l - e l e c t r i c  h e a t  and 

except ing  people  who have e l e c t r i c  water  hea t e r s .  

So, aga in ,  i t  is a  l i m i t e d  c l a s s  of r e s i d e n t i a l  u se r s .  A l l  

r e s i d e n t i a l  u s e r s  they c a l l  R-10. This  i s  our proposal .  

We f e e l  t h e r e  are t h r e e  s t a g e s ;  one, t h e  s t a g e  of f r e e z i n g  r a t e s ,  

secondly,  g iv ing  some type  of a d i scoun t  r a t e ,  and, t h i r d l y ,  a n  i npe r t ed  

r a t e ,  e v e n t u a l l y  based on marginal-cos t p r i c ing .  

I have a  th ree-par t  ques t ion :  

One is: i t  has  been our unders tanding  t h a t  t h e  Department of 

Energy, fo l lowing  t h e  p re sen t  po l i cy ,  i s  a g a i n s t  . t h e  p.r.esent d e c l i n i n g  

b lock  r a t e ,  which w e  have i n  Rhode I s l a n d ,  f o r  r e s i d e n t i a l  users.. . 

Secondly, i n  t h e  c u r r e n t  case, w e  were wondering whether t h e  

Department of Energy would be suppor t i ve  i n  he lp ing  some way o r  o t h e r  

by i n t e r v e n i n g  i n  our case ,  e s p e c i a l l y  i n  t h e  case. involv ing  Newport 

E l e c t r i c .  

The reason  f o r  t h a t ,  and t h i s  . i s  t h e .  t h i r d  p a r t  o f .  t h e  ques t ion ,  

i s  t h a t  t h e  major oppos i t i on  t o  t h e  i nve r t ed  r a t e . c a s e  t h a t  w e . a r e  

proposing i s  coming from t h e  United S t a t e s  Navy. 

Now, f o r  those  of you who maybe don't  know Rhode I s l a n d  h i s t o r y ,  

t h e  United S t a t e s  Navy i s  not  e x a c t l y  t h e  b e s t . f r i e n d  of Newport r e s i d e n t s ,  

because much of t h e  Navy pu l l ed  ou t  two yea r s  ago. 



I n  t h e  p re sen t  case ,  w e  don't know of any o t h e r  major oppos i t i on  t o  

an i nve r t ed  r a t e ,  except  ' t h e  U.S. Navy. 

They have formal ly  in te rvened .  They brought  a  lawyer up from 

Ph i l ade lph ia  f o r  t h e  f i r s t , d a y  of t h e  hear ings  -- which was t h e  day 

of t h e  b l i z z a r d ,  by t h e  way -- and they  asked t h a t  t h e  ca se  be postponed 

f o r  a  few months u n t i l  they could  g e t  t h e i r  f i g u r e s  toge ther .  

MS. HOBSON: A l l  r i g h t .  I th ink  we have those  ques t i ons  now. 

Why don't w e  t r y  t o  t a c k l e  them? 

A s  I understand t h e  ques t ion ,  and you c o r r e c t  me i f  I 'm wrong: 

"Is t h e  Department of Energy a g a i n s t  t h e  dec l in ing  block r a t e  f o r  

r e s i d e n t i a l  u se r s?"  

MS, ROLLINS: The answer is yes i t  is,  except  when you can show 

t h a t  a  dec l in ing  block r a t e ,  based on marginal-cost p r i c i n g ,  i s  the  

most c o s t  e f f e c t i v e .  I would submit t o  you t h a t  t h a t  could r a r e l y  

be done. 

On t h e  i s s u e  of i n t e r v e n t i o n ,  w e  do have a  growing i n t e r v e n t i o n  

program i n  ERA w i t h i n  t h e  O f f i c e  of U t i l i t y  Systems; which Doug 

Bauer heads. 

General ly ,  w e  t ake  r eques t s  f o r  i n t e r v e n t i o n  o r  p a r t i c i p a t i o n  

a s  a  pa r ty  from t h e  S t a t e  Commission o r  a c t i v e . p a r t i e s  i n  t h e  case.  

I would sugges t  t o  you t h a t  a f i l i n g  t o  t h e  O f f i c e  of U t i l i t y  

Systems would be a p p r o p r i a t e  a t  t h i s  t i m e .  It is  probably very  l a t e  



i n  t h e  process ,  b u t  b e f o r e  you l e a v e  h e r e  today, I th ink  i t  would be 

u s e f u l  i f  you would t ake  t he  oppor tun i ty  t o  c h a t  wi th  Doug and, a l s o ,  

wi th  Howard Per ry ,  who is  s i t t i n g  over t h e r e ;  and w e  can t e l l  you how 

you would do t h a t .  

MS. HOBSON: Howard, do you want t o  r a i s e  your hand? 

(Mr. Per ry  complying. ) 

MS. HOBSON: Okay M r .  She l ton ,  why don't  you t a l k  with Howard Per ry  

be fo re  you l e a v e  t o  see i f  you can g e t  help on t h a t  i n t e rven t ion .  

MR. SHELTON: The reason  f o r  t he  i n t e r v e n t i o n  w e  a r e  reques t ing  

a t  t h i s  po in t  -- and I ag ree  it 's l a t e  i n  t h e  c a s e  -- i s  because w e  

d i d  n o t  expect t h e  Navy t o  come in.  

MS. ROLLINS: I g o t  your po in t .  

MS. HOBSON: We understand, your problem, s o  do t a l k  with M r .  Perry.  

We would l i k e  t o  know how i t  comes out .  Thank you very  much. 

Jack  Werner? 

MR. WERNER: My name is  Jack Werner, f o r  t h e  So la r  Energy I n s t i t u t e  

of America, a s  w e l l  a s  f o r  some o t h e r  consumer and environmental groups 

h e r e  i n  t h e  D.C. a rea .  

My ques t i on  i s  probably somewhat of a followup t o  Paul ine ' s  

ques t ion .  

The key ques t i on  is not  whether o r  not w e  are going t o  have s o l a r  

energy, b u t  what kind of s o l a r  energy. 



The b i g  u t i l i t i e s  do want c e n t r a l i z e d  energy s o  t h a t  they can 

s e l i  i t  t o  u s  over  t h e i r  "wires. 

This  means u s ing  t h e  term "power tower" f o r  e l e c t r i c  genera t ion  

p l a n t s  o r ,  perhaps f a r  worse,  s a t e l l i t e s  w i l l  c o l l e c t  t h e  energy and 

beam i t  'back t o  someone l i k e  Con Edison s o  they can s e l l  i t  t o  us. 

This  beaming back w i l l  come v i a  dangerous microwaves. 

Now, my ques t ion  i s :  what i s  t h e  methodology and c r i t e r i a  

t h e  Fede ra l  Energy ~ e ~ u l a t o r ~  Commission w i l l  use  t o  e v a l u a t e  b i g  

u t i l i t i e s '  push f o r  c e n t r a l i z e d  s o l a r  energy ve r sus  d e c e n t r a l i z e d  

s o l a r  power? 

I would l i k e  t o  have a  b i t  more d i r e c t  answer t o  t h e  ques t i on  

of decen t r a l i zed  s o l a r  power than  how FERC views t h i s  p a r t i c u l a r  

method of provid ing  e l e c t r i c i t y .  

MR. NORDHAUS: Let  me p re face  my remarks by say ing  t h a t  t h e  

FERC has f a i r l y  l i m i t e d  r e g u l a t o r y  a u t h o r i t y  i n  t h i s  area.  We 

r e g u l a t e  only i n t e r s t a t e  wholesale  r a t e s  of e l e c t r i c i t y .  

We do not  have c e r t i f i c a t i o n  o r  f a c i l i t i e s  approval  , a u t h o r i t y ;  

s o  t h a t  our review of u t i l i t y  b u i l d i n g  programs -- I guess t h a t  

would be t h e  contex t  i n  which t h i s  would be conducted --. i s  l im i t ed ,  

i n  most ca se s ,  t o  a  pos t  hoc review of whether t h e  u t i l i t i e s '  expendi ture  

f o r  a  p a r t i c u l a r  purpose was prudent.  



I don't th ink  t h e  Commission has been faced  wi th  t h e  i s s u e  of 

whether a p a r t i c u l a r  u t i l i t y  program, wi th  r e spec t  t o  s o l a r  f a c i l i t i e s ,  

is  l awfu l  o r  i n  t h e  b e s t  i n t e r e s t  of consumers. 
. . . . 

I f  t h e  i s s u e  d id  come up, I t h i n k  t h e  Commission would tend 

probably t o  look t o  t h e  S t a t e  commissions t o  some e x t e n t  f o r  guidance 

because of t h e  f a c t  t h a t  w e  have very  l i m i t e d  a u t h o r i t y  i n  t h i s  a rea .  

Beyond t h a t ,  you may want t o  g e t  a response from any colleagues 

on my l e f t  who have a more d i r e c t  r o l e  b e f o r e  t h e  S t a t e  commissions 

than  w e  do. 

MS. HOBSON: You might exp la in  a l i t t l e  more your d i r e c t  work 

r o l e  i n  t h i s  a rea .  

MR. BAUER: I th ink  i t  is  important ,  i n  terms of answering your 

ques t i on ,  t o  recognize t h a t  t h e  t i re  meets' t h e  road i n  your l o c a l  p u b l i c  

u t i l i t y  commission. , 

That i s  when t h e  u t i l i t y  comes f o r t h  wi th  i t s  bu i ld ing  program, 

i t s  needs,  t h e  consumers come f o r t h  wi th  t h e i r  views. A p u b l i c  u t i l i t y  

commission, by law, must dec ide  whether a r a t e  w i l l  be approved o r  whether 

s u f f i c i e n t  revenues f o r  cons t ruc t ion  w i l l  be approved o r  not. 

That i s  where t h e  deba te  is joined.  By t h e  t i m e  you come up t o  

e i t h e r  FERC o r  ERA, you a r e  dea l ing  much more d i f f u s e l y  with t h e s e  

i s s u e s .  



.You d e a l  w i t h  them, i n  f a c t ,  i n  t h e  c o n t e x t  of t h e  p r i o r i t i e s  of  

r e s e a r c h  and development programs, o r  i n  t h e  c o n t e x t  of a  p e r s u a s i v e  

r o l e  t h a t  we i n  ERA might have ,  a s  one p a r t y ,  i n  a  p a r t i c u l a r  r e g u l a t o r y  

p roceed ing ,  i f  t h a t  p a r t i c u l a r  i s s u e  i s  a  s i m p l e  one i n  i l l u m i n a t i n g  

na t ' i ona l  ene rgy  p o l i c y ;  t h a t  i s ,  whether  you b u i l d  l a r g e ,  c e n t r a l  

s o l a r  p l a n t s  o r ' w h e t h e r  you have d i v e r s e  k i n d s  of a c t i v i t i e s  f o r  s o l a r *  

h e a t i n g  and c o o l i n g .  

Now, I t h i n k  i t  i s  v e r y  impor tan t  t o  r e c o g n i z e  t h a t  a  l o t  of 

u t i l i t i e s  today  --- a t  l e a s t  i t  h a s  been my e x p e r i e n c e  i n  j u s t  t h e  p a s t  

y e a r  and a  h a l f  t a l k i n g  w i t h  them -- a r e  beg inn ing  t o  t h i n k  s m a l l  them- ' 

' 

s e l v e s  and beg.inning t o  q u e s t i o n  themselves  a s  t o  the '  a p p r o p r i a t e n e s s  

of  l a r g e r  and l a r g , e r  c e n t r a l  power s t a t i o n s .  

A l o t  o f  them a r e  moving t o  t h e  o t h e r  end of  t h e  spect rum,  bo th  

. w i t h  r e s p e c t  t o  power p l a n t s  and w i t h  r e s p e c t  t o  a l t e r n a t i v e  forms of  

energy.  

I t h i n k  t h a t  i s  a  development t o  watch v e r y  c l o s e l y  because  t h e  

t r u e  l i t m u s ,  i f  i t  w i l l  answer your  q u e s t i o n ,  w i l l  be ,  "what a r e  t h e  

c o s t s ? "  

I canno t  c o n c e i v e  of a  u t i l i t y  w i t h  t h e  a b i l i t y  t o  come up and 

b u i l d  a  p l a n t  f o r  $1,000 p e r  k i l o w a t t ,  coming up and b u i l d i n g  one f o r  

$4,000 p e r  k i l o w a t t ,  when t h a t  o p t i o n  d o e s n ' t  have some v e r y ,  v e r y  



c l e a r  advantages t o  of f ; se t  t h a t  i n c r e d i b l e  c a p i t a l  d e f i c i t  and the  

f inanc ing  d i f f i c u l t i e s  i t  would have t o  go through i n  meeting t h a t  

, . ,  . . 

d e f i c i t .  

MS. HOBSON: Did t h a t  answer your ques t ion ,  Jack? 

MR. WERNER: The answer doesn't r e a l l y  d e a l  w i th  my ques t ion  on 

decen t r a l i zed  power. 

The f a c t  is  t h a t  s o l a r  energy i s  being used i n  a  number of homes 

today. I n  F lo r ida ,  f o r  i n s t a n c e ,  t h e r e  was one case  where a  home had 

been a b l e  t o  i n s t a l l  s o l a r  energy, and s o r t  of r eve r se  t h e i r  e l e c t r i c  

meter. , 

Does FERC s e e  i t s e l f  g e t t i n g  involved i n  cases  t h a t  a r e  going t o  

b e  dea l ing  wi th  t h a t  i s s u e ?  

MR. NORDHAUS: To some e x t e n t ,  t h e  answer t o  t h i s  ques t ion  depends 

on what comes ou t  of t h e  conference i n  Congress on t h e  Nat iona l  Energy 

Act. 

Under t h e  t e n t a t i v e  agreement t h a t  t h e  conferees  have reached, 

t h e  FERC would be g iven  some r egu la to ry  a u t h o r i t y  wi th  r e s p e c t  t o  

sma l l  power producers.  To t h e  ' ex ten t  t h a t  a  r e s i d e n t i a l  pho t o v o l t a i c  

system would be regarded a s  a  sma l l  power producer,  t h e  Commission 

would, under t h e  t e n t a t i v e  conference agreement, b e  d i r e c t e d  t o  

adopt p o l i c i e s  and p r e s c r i b e  r u l e s  designed t o  overcome d i sc r imina t ion  

a g a i n s t  tha't type of power product ion and, i n  f a c t ,  t o  r e q u i r e  

u t i l i t i e s  t o  purchase power from such a  system. 



Now, whether Congress i n  its wisdom w i l l  p a s s  t h e  t e n t a t i v e  

con£ e rence  agreement, w e  don't know a t  t h i s  po in t .  

But i f  they do, obviously,  t h e  Commission w i l l  implement it. 

MS. HOBSON: A l l  r i g h t ;  thank you. 

I would l i k e  a v o l u n t e e r  indus t ry  person now t o  come t o  t h e  

podium. 

(TV l i g h t s  went o u t  a t  t h i s  po in t . )  

I th ink  w e  have had a l i t t l e  power outage here.  Is t h a t  c o r r e c t ,  Roger? 

MR. LINDSAY: That is c o r r e c t ,  ma'am. 

MS. HOBSON: Even he re  at DOE, we have t o  cope wi th  those. 1 

t h i n k  i t  is  an app rop r i a t e  p l a c e  t o  have t h e  u t i l i t i e s  go o f f ;  bu t ,  

i n  any event ,  everyone he re  w i l l  have an oppor tun i ty  t o  a sk  a ques t ion ,  

e i t h e r  during t h e  pe r iod  be fo re  12:00, o r  t o  read i t  i n t o  t h e  record,  

t o  have i t  answered a s  p a r t  of t he  f u l l  t r a n s c r i p t .  

So, remember t o  f i l l  ou t  your ques t i on  card. W e  w i l l  read i t  

i n t o  t h e  record  f o r  you i f  you have t o  leave;  b u t  p l e a s e  understand 

t h a t  you w i l l  g e t  your ques t i on  answered. 

Do 'I have a person  from i n d u s t r y  o r  t h e  u t i l i t y  companies t h a t  

would l i k e  t o  ask  a ques t ion?  We have a l o t  of u t i l i t y  people  he re ,  

and w e  would l i k e  t o  h e a r  from you. 

Yes? 

MR. RUNDE: My name i q  0. 8. Runde from t h e  Eas te rn  Shore of 

Maryland. I o p e r a t e  a small gas  u t i l i t y  down the re .  



The t h r u s t  of t h i s  meet ing a p p a r e n t l y  i s  t o  b e a t  t h e  u t i l i t y  
. . 

companies o v e r  t h e  head. I t  a lmos t  seems t h a t  everybody t h i n k s  they  

have a  r i g h t  t o  ' u t i l i t y  s e r v i c e .  . 

I t  might be  o u r  concept  t h a t  t h e y  have a  r i g h t  t o  u t i l i t y  s e r v i c e  

i f  they  can  a f f o r d  i t .  

Now, we have h e a r d  c a s e s  h e r e  t h i s  morning abou t  t h e  b i g ,  bad u t i l i t i e s ,  

i f  they  d o n ' t  f i g h t  t h e  e l e c t r i c  company. God knows I have fough t  

t h e  e l e c t r i c  companies s i n c e  1946. 

I know what it i s . .  I am n o t  on t h e  s i d e  of  t h e  e l e c t r i c  company. 

But when we a r e  t a l k i n g  abou t  t h e  b i g ,  bad e l e c t r i c  companies,  

l e t ' s  n o t  f o r g e t  t h a t  t h e r e  a r e  thousands  of p o r t a b l e  g e n e r a t o r s  a v a i l a b l e ,  

and permanent g e n e r a t o r s  a v a i l a b l e .  I f  someone wants  t o  g e n e r a t e  

t h e i r  own e l e c t r i c i t y ,  t h e r e  i s  n o t h i n g  t o  s t o p  them from do ing  i t .  

We keep h e a r i n g  abou t  a l l  t h e  d i f f e r e n t  r a t e  s t r u c t u r e s . .  I f  t h e r e  

i s n ' t  any money l e f t ,  t h e r e  i s n ' t  go ing  t o  be any e 1 e c t r i c i t y ; ' a n d  

t h e  same h o l d s  t r u e  of gas .  

MS. HOBSON: Would' you l i k e  t o  a s k  a  q u e s t i o n  of  t h e  P a n e l  on 

how they  p l a n  t o  d e a l  w i t h  t h i s ?  We a r e  n o t  h e r e  j u s t  t o  answer 

q u e s t i o n s  from consumer and p u b l i c  i n t e r e s t  groups.  

We a r e  h e r e  t o  answer q u e s t i o n s  from everyone who would l i k e  

t o  a s k  a  q u e s t i o n .  

MR. RUNDE: My q u e s t i o n  would be: how can  a  s t r a i g h t  gas  u t i l i t y ,  
, . 

which h a s  been under  t h e  j u r i s d i c t i o n  of  t h e  Maryland P u b l i c  S e r v i c e  



Commission, which has  kep t  i ts  accounts  according t o  t h e  Federa l  Power 

~bmmiss ion ,  , g e t  ou t  from under t h e  Department of Energy,' when t h e  

Department of Energy, t h e  o ld  PEA people,  admitted t h a t  t h e  writeis of . ' 
r e g u l a t i o n s  f o r  t h e  s a l e  of propane d id  no t  know t h e r e  was such a  t h ing  

as a propane u t i l i t y ?  

W e  a r e  one of t h e  few i n  t h e  United S t a t e s ,  and now comes t h e  

' r egu la t ion ,  t h a t  t h e  Department i s  t r y i n g  t o  squdeze i n t o  a mold 

t o  f i t , a  s i t u a t i o n  t h a t  i t  was never intended t o  f i t .  

MS. HOBSON: Who would l i k e  t o  p i ck  t h a t  up i  

MS. ROLLINS: F i r s t  of a l l ,  I would l i k e  t o  respond t o  your comment, 

.'ma p u t  i t  i n t o  a pe r spec t ive  t h a t  I t h i n k  w i l l  blk u s e f u l  t o  many of 

I i h e  people i n  t h e  room. 

I can r e c a l l  my f i r s t  consumer conference o I u t i l i t y  i s s u e s ,  

which was he ld  i n  Ph i l ade lph ia  some f o u r  and on8Ahalf yea r s  ago, where 

opin ions  and a t t i t u d e s  were hot  a*d high. 

d People on both s i d e s  of t he  i s s u e  had no un e r s t and ing  f o r  t h e  

t e c h n i c a l  terms t h a t  were being u $ ed by the  u t i l  1 1  ty .  
3 

Ir Consumers, i n  genera l ,  tended t o  use t h e  k i  d  of r h e t o r i c  we  

u s8  when we don't understand t h e  dystern and w e  dbn't understand t h e  

terms of a r t  o r  t h e  language. 

I would submit t o  you, s ir ,  t h a t  t h e  people i n  t h i s  room who 

I 
are rep resen t ing  consumers, and ihdeed, what is l e f t  of FEA i n  t h e  



Department, of Energy, have come a long way i n  terms of t r y i n g  t o  

understand both your problems as t h e  ope ra to r  of a u t i l i t y  and a gas  

u t i l i t y  -- and I w i l l  speak t o  t h a t  l a t e r  -- and i n  terms of t r y i n g  

t o  r e a l l y  become educated s o  t h a t  w e  can speak t o  t h e  i s sues .  

We a r e  beyond t h i s  phase of s t r i d e n t  r h e t o r i c ,  and I th ink  w e  

a r e  mostly h e r e  t o  l ea rn .  I would l i k e  t o  a s k  you t o  spend some t i m e  

l i s t e n i n g  t o  u s ,  and a l s o ,  l a t e r  , i n  t h e  day, I would l i k e  to .  have an 

oppor tun i ty  t o  t a l k  t o  you about  our propane r e g u l a t i o n s  i n  t h e  ERA. 

We a r e  i n  t h e  process  of r e v i s i n g  t h o s e  r egu la t i ons ,  and, i n  p o i n t  

of f a c t ,  w e  have not  understood. some th ings  about  your i ndus t ry ,  which 

admi t ted ly  i s  not  w i t h i n  t he  ord inary  purview of t h e  propane indus t ry .  

I would l i k e  t o  have you s i t  down w i t h  some of our s t a f f  people 

s o  t h a t  w e  don't  make mis takes ,  and do no t  misunderstand what you do  

and how your gas  u t i l i t y  is  run. 

Thank you. 

MS. HOBSON: Thank you. 

Do you have any followup? 

MR. RUNDE: No, ma'am. 

MS. HOBSON: We a r e  g lad  you came, and w e  thank you f o r  ask ing  

a quest ion.  

Ed S l a v i n  and S t an  S l a t e r ;  a r e  they here?  W i l l  they come t o  t h e  

I podium, a long  wi th  She l ley  F i d l e r ,  and then  w e  can save a l i t t l e  time. 



Roger, are we going to get these lights back on? 

MR. LINDSAY: Yes, ma'am. 

MR. SLAVIN: I am Ed Slavin, and I am a consultant for the Consumer 

Federation of America. Last year, I was here as Senator Sasser's 

research assistant for energy issues. My 'question is rooted in that 

experience . 
My question relates to the sincerity of this Administration's 

commitment to promote energy conservation in the electric utility 

sector. 

Back in April of 1977, President Carter pledged his support for 

cogeneration and wheeling legislation. But, when the Senate took 

up the utility reform bill, Senator ~asser proposed a cogeneration 

amendment. 

Consumer and environmental groups supported both of these 

amendments. But, essentially, this Administration could have possibly 

been sitting on its hands, and the private utilities won and got what 

they wanted. 

I have two questions. Number one, why didn't DOE help support 

what is NEP policy .in the Senate? Number two, what are you going to 

do now? Will you support wheeling and cogeneration legislation? 

MS. HOBSON: Who would like to tackle that first? 
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MR. NORDHAUS: I can't  speak t o  what t h e  Administrat ion 's  p o s i t i o n  

w a s  on t h e  Sasse r  amendment, because t h a t ,  I th ink ,  occurred a f t e r  I 

l e f t  t o  take  my p re sen t  job. 

But, I do t h i n k  t h a t  one of t h e  th ings  t h a t  has come out  of t h i s  

whole e x e r c i s e  is, as you know, a  t e n t a t i v e  conference agreement which 

does provide t h e  FERC wi th  some major new a u t h o r i t i e s  i n  t he  a r e a  of 

r equ i r ing  in t e rconnec t ion  and wheeling, and encouraging cogeneration. 

As f a r  as I know, t h e  Adminis t ra t ion  does support  t h e  t e n t a t i v e  

conference agreement. I understand t h e  Adminis t ra t ion  would have 

supported something a  good d e a l  s t r o n g e r ,  i f  they had ,been  i n  a  p o s i t i o n  

t o  g e t  i t  out  of t h e  Senate. 

MS. HOBSON: Hazel? Doug? 

MR. BAUER: I would l i k e  t o  t a l k  some about wheeling -- before  

address ing  t h e  l e g i s l a t i v e  c a p a b i l i t y ,  which would be i n  FERC -- and 

i n d i c a t e  t h a t  a s  f a r  a s  . t he  e f f o r t  t o  persuade i n s t i t u t i o n s  t o  wheel 

s u b s t a n t i a l  amounts of power around t h i s  country over  t h e  p a s t  four  

weeks, i t  has been going on apace. And t h i s  e f f o r t  has  been c e n t r a l  

i n  t h e  process  of being a b l e  t o  keep the  midwestern p a r t  of the  country,  , 

very  heav i ly  coal-dependent, a b l e  t o  avoid what o therwise  wou1.d be 

t h e  imp l i ca t ions  of e l i m i n a t i o n  of those  r e s i d u a l  c o a l  p i l e s .  

We a r e  importing something c l o s e  t o  6,000 t o  8,000 megawatts 

every day of e l e c t r i c i t y  from e a s t e r n , '  western,  and sou the rn  u t i l i t e s ,  

a s  w e l l  a s  from Ontar io  i n t o  t h a t  p a r t  of t he  country. 



The importance of t h a t  wheeling a u t h o r i t y ,  t h e  importance of 

s t r eng then ing  i t  and of u t i l i z i n g  i t ,  l i es  no t  only i n  its o r i g i n a l  

purpose i n  t h e  l e g i s l a t i v e  process  -- namely improving r e l i a b i l i t y ,  

enhancing e f f i c i e n c y  by p ick ing  up d i v e r s i t y ,  and a l l  of t h e  o t h e r  

t h i n g s  t h a t  w e  would do i n  a normal o p e r a t i o n a l  mode -- bu t  a l s o  i n  

keeping u t i l i t i e s  a b l e  t o  s e r v e  t h e i r  customers i n  t h e  mids t  of t h e s e  

p e r i o d i c  turmoils .  Whether t h e s e  tu rmoi l s  a r e  caused by a n  embargo 

o r  a c o a l  s t r i k e ,  s t rengthened  wheeling a u t h o r i t y  is  abso lu t e ly  

c e n t r a l ,  a b s o l u t e l y  c r u c i a l ,  t o  being a b l e  t o  avoid what otherwise 

would be t h e  impacts on a good number of c i t i z e n s  and on a very 

s u b s t a n t i a l  chunk of t h e  United S t a t e s '  indus t ry .  

MS. HOBSON: Do you have a followup? 

MR. SLAVIN: I have a followup t o  what M r .  Nordhaus s a id .  We 

had something s t r o n g e r  than  what is  found i n  t he  Nat ional  Energy Act. 

And, e s s e n t i a l l y ,  t h e  Adminis t ra t ion  t o l d  u s  t h a t  they l o s t  s o  many , 

b a l l o t s  i n  t h e  Sena te  .over energy i n  September and October t h a t  they 

weren't going t o  suppor t  any amendments anymore, u n l e s s  they were s u r e  

of winning. 

I would j u s t  emphasize t h a t  you can ' t  j u s t  t ake  t he  p o s i t i o n  

. of only suppor t ing  s u r e  t h ings ,  i f  you are going t o  g e t  any s o r t  of 

a program. 



We have come t o  a  p o i n t  where t h e  Edison E l e c t r i c  I n s t i t u t e  and 

t h e  N a t i o n a l  A s s o c i a t i o n  of E l e c t r i c  Companies a r e  runn ing  o u r  energy  

p o l i c i e s  a s  f a r  a s  e l e c t r i c i t y  i s  concerned;  and i f  t h a t  i s  going t o  

change,  you a r e  go ing  t o  have t o  change your  p o s t u r e  a s  f a r  a s  s u p p o r t i n g  

amendments i n  t h e  Sena te .  

MR. NORDHAUS: I wish A 1  A l m  were h e r e ,  because  h e  cou ld  pe rhaps  

speak t o  yuur  q u e s t i o n  b e t t e r  t h a n  I con,  s i n c e  h e  h a s  a more c e n t r a l  

r o l e  i n  t h e  d e c i s i o n .  

MS. ROLLINS: I want t o  make a  comment. A s  I r e c a l l  t h o s e  d a y s ,  

f i r s t  of a l l ,  t h e  p r o p o s a l s  and t h e  coun te r -p roposa l s  were f a s t  and 

heavy. 

We had t a k e n  q u i t e  a  b e a t i n g  on many of  t h e  amendments. I 

know of  t h e  h i n d s i g h t  t h a t  Doug speaks  o f ,  i n  terms of what we have 

l e a r n e d  i n  t h e  ECAR Region d u r i n g  t h e  c o a l  s t r i k e .  

I p robab ly  would now have a  d i f f e r e n t  a t t i t u d e  i f  t h o s e  i s s u e s  

were r a i s e d .  I d o n ' t  t h i n k ,  i n  t h e  f a s t  and i n t e n s e  n e g o t i a t i o n s  t h a t  

were go ing  on a t  t h e  t i m e ,  t h a t  i t  i s  even p o s s i b l e  t o  go back and 

a p o l o g i z e  o r  a t t e m p t  t o  e x p l a i n  away why d e c i s i o n s  were made and why 

they  were n o t  made. 

Simply s t a t e d ,  I t h i n k  many o f  u s  have l e a r n e d  a  l e s s o n  and,  h o p e f u l l y ,  

we w i l l  a t  l e a s t  be i n  t u n e  i n  moving f a s t e r  w i t h  you. 



It may w e l l  t u r n  out  t h a t  w e  are not ,  i n  which c a s e  you , w i l l  be  

back here ,  and I th ink  you ' l l  have t h e  p e r f e c t  r i g h t  t o  t r y  t h i s  again. 

MR. BAUER: J u s t  ve ry  quick ly ,  I th ink  t h e r e  is somebody h e r e  

from t h e  Edison E l e c t r i c  I n s t i t u t e .  I doubt very  much i f  t h e  Federa l  . 

Government's p o l i c i e s ,  with r e spec t  t o  e l e c t r i c  u t i l i t i e s ,  a r e  those  

w r i t t e n  by t h e  Edison E l e c t r i c  I n s t i t u t e .  

There is something about t h a t  p r e d i c a t e  t h a t  is troublesome t o  

m e ,  and I would l i k e  very  much t o  t a l k  t o  you af te rwards ,  i f  w e  can. 

MR. NORDHAUS: Maybe somebody from EEI could t e l l  u s  whether 

t h e  p o l i c i e s  they advocated were adopted by t h e  Department. 

MR. LOVIN: My name is Glenn Lovin. I am from t h e  E d i s o n E l e c t r i c  

I n s t i t u t e .  We do not ,  i n  f a c t ,  set t h e  p o l i c i e s  f o r  the  Federa l  

energy agencies  i n  any r e spec t .  

MR. NORDHAUS: We a r e  very  comforted t o  know t h a t .  

MR. LOVIN: I am a b i t  s u r p r i s e d  t h a t  you d idn ' t  e l a b o r a t e  a l i t t l e  

more on the  ques t ion  concerning cogenerat ion.  

Within D r .  Bauer's group, t h e r e  i s  ex tens ive  research  and s t u d i e s  

concerning cogeneration. I n  t h e  Off i c e  of Conservat ion and S o l a r  

Appl ica t ions  t h e r e  is  even more. 

I th ink  t h e  Federa l  Government is t ak ing  a l eade r sh ip  r o l e  i n  

cogenerat ion.  

MS. HOBSON: Why don't you a sk  a ques t ion  t o  t h a t  e f f e c t ?  Would 

you l i k e  t o  a sk  them t o  e l abo ra t e?  



MS. ROLLINS: He j u s t  d i d ,  i n  t h e  ques t ion  and t h e  answer. 

MR. 'SLAVIN: The f a c t  of t h e  ma t t e r  is  t h a t  you were c i r c u l a t i n g ,  

on the  cogenerat ion when Gary Hart had i t ,  a  scandal  s h e e t ,  which 

e s sen t  i a l i y  t o l d  l i e s .  

The f i r s t  sentence of t h a t  scandal  s h e e t  was i n  red ,  and s a i d ,  

" t h i s  is a d i v e s t i t u r e  amendment." The reason you s a i d  t h a t  was because 

t h e  amendment included one,minor  p rov i s ion  r equ i r ing  t h e  study of 

competi t ion wi th  regard t o  our power c e l l s .  

MS. HOBSON: A l l  r i g h t .  That i s  a quest ion.  You have a  chance 

t o  answer i t ,  and then  we w i l l  go on. 

MR. LOVIN: I am not  s u r e  I would i n t e r p r e t  t h a t  s ta tement  t h e  

way you do. We d id  not ,  i n  f a c t ,  say  that.. We, as an indus t ry ,  support  

cogenerat ion o r  any decen t r a l i zed  systems based on t h e  economic 

cons ide ra t ion  t h a t  M r .  Bauer ta lked  about  a  few minutes ago. 

MR. SLAVIN: You ta lked  about competi t ion from our power c e l l s .  

MR. LOVIN: I have no qualms about competit ion. 

1 MS. HOBSON: A l l  r i g h t .  With t h a t ,  I th ink  we w i l l  go on. 

Thank you very  much. 

The next  person w i l l  be Stan S l a t e r .  

MR. SLATER: My name is  S tan  S l a t e r ,  and I a m  with the  Vi rg in i a  

I Cit izens '  Consumer Council ,  a  non-profi t  o rganiza t ion .  



I have two q u e s t i o n s .  Has DOE i n t e r v e n e d  i n  any r e c e n t  u t i l i t y  r a t e  

h e a r i n g s ,  and w i t h  what r e s u l t s ?  And, how many peop le  do you have 

working i n  t h i s  a r e a  r i g h t  now? Tha t  i s  one q u e s t i o n .  

MS. ROLLINS: We have i n t e r v e n e d  r e c e n t l y ,  I t h i n k  o u r  l a s t  c a s e  

b e i n g  t h e  Idaho  case .  

Yes, h e l p  me o v e r  t h e r e ,  Howard. 

MR. PERRY: We a r e  c u r r e n t l y  i n t e r v e n i n g  i n  Hawaii and Colorado.  

MS. ROLLINS: F ine .  S i n c e  t h e  i n c e p t i o n  of t h e  o f f i c e  which used  

t o  be c a l l e d  U t i l i t i e s ,  i n  C o n s e r v a t i o n  and s u b s e q u e n t l y  moved t o  t h e  

ERA, and which i s  now t h e  O f f i c e  of U t i l i t y  Systems,  we have had some 

24 i n t e r v e n t i o n  a c t i v i t i e s .  

I t  i s  f r a n k l y  d i f f i c u l t  t o  a s s e s s  s u c c e s s  o r  f a i l u r e  i n  e s p o u s i n g  

a  p o i n t  of  v iew o r  a d v o c a t i n g  a  p o s i t i o n ,  b a s i c a l l y  because  of t h e  

way d e c i s i o n s  a r e  f i n a l l y  r endered  by PuC'S. 

However, by o u r  f i n e  c a l c u l a t i o n ,  we b e l i e v e  t h a t ,  i n  o v e r  50 

p e r c e n t  of t h e  c a s e s  i n  which we have appeared  a s  a  p a r t y  o r  amicus ,  

we have been s u c c e s s f u l  i n  e spous ing  a  p o i n t  of  v iew and h a v i n g  i t  

adop ted  by t h e  PUC. 

T h e . I n t e r v e n t i o n  O f f i c e ,  when i t  was a  p a r t  of t h e  O l d e r  O f f i c e  

of Conserva t ion  i n  FEA, had i n  p o i n t  of  f a c t  one f u l l - t i m e  s t a f f  pe r son  

i n  t h a t  o f f i c e  -- I am l o o k i n g  a t  him a t  t h e  moment -- w i t h  s u p p o r t  

of  maybe one and one-quar te r  lawyer from t h e  O f f i c e  of Genera l  Counsel .  



For t h i s  f i s c a l  yea r ,  i t  is planned t h a t  w e  w i l l  have a t  l e a s t  

e i g h t  p r o f e s s i o n a l s  i n  t h a t  o f f i c e ,  wi th  suppor t ,  hope fu l ly ,  from 

. . a t  l e a s t  f ou r  a t t o r n e y s  working from t h e  Of f i ce  of General Counsel. 

I t h i n k  what you w i l l  see over  t h e  ensuing y e a r s  i s  a  more 

increased  and a c t i v e  program i n  t h e  i n t e r v e n t i o n  a r e a  coming out  of 

t h i s  new O f f i c e  of U t i l i t y  Systems. 

MR. SLATER:' Hnw dn w e  as consumers r ece ive  t h e  r e s u l t s ?  I n  o t h e r  

words, what do w e  do i f  w e  want t o  i n t e rvene  based on any s u c c e s s f u l  

i n t e r v e n t i o n  on your p a r t ?  

MS. ROLLINS: We do pub l i sh  both our formal  r e p o r t s  and our 

economic s t u d i e s .  Our b r i e f s  a r e  a v a i l a b l e .  Before you l eave ,  I 

would l i k e  t o  t ake  your card ,  and make s u r e  t h a t  you a r e  on our 

mai l ing  l ist .  

Maybe t h i s  is  something t h a t  Tina w i l l  want t o  work with u s  in .  

Perhaps w e  a r e  no t  reaching  a s  many groups a s  w e  should. 

I, too ,  would , l i k e  t o  t a l k  t o  you be fo re  I l eave  today, s o  w e  

can f i n d  ou t  how to'  g e t  you .on  our mai l ing  l ist .  

MR. SLATER: Thank you. I have a  second ques t ion .  A s  we . a l l  a r e  

aware -- 
MS. HOBSON:' I 'm  so r ry .  We have t o  w a i t  u n t i l  everybody i s  through, 

I and then  you can  have your second ques t i on ,  i f  t h a t  is  a l l  r i g h t .  

I ' MR. SLATER: Sure. 



MS. HOBSON: Hold i t  a  whi le ,  so  everyone may have a  chance. 

Do we have now another  i ndus t ry  r e p r e s e n t a t i v e  who would l i k e  t o  

make a  comment? Remember, t h i s  i s  an .educat ional  p rocess ,  and t h e r e  

a r e  a  l o t  of people who a r e  going t o  be read ing  t h e  t r a n s c r i p t .  We would 

l i k e  some indus t ry  p o s i t i o n s  i n  t h e  t r a n s c r i p t ,  i f  you would c a r e  t o ,  

because we a r e  not  t r y i n g  t o  make t h i s  j u s t  consumer-oriented, although 

we do have a  r e s p o n s i b i l i t y  t o  answer consumer, i nd iv idua l ,  and res iden-  

t i a l  consumer ques t i ons  on DOE pol icy.  

I f  anyone would c a r e  t o ,  p l ea se  f e e l  f r ee .  

A l l  r i g h t .  She l l ey?  

MS. FIDLER: My name i s  She l ley  F id l e r .  I am on the  s t a f f  of 

Congressman P h i l  Sharp. 

I wanted t o  ask a  ques t i on  t h a t  was r a i s e d  by our second ques t ioner .  

What has  DOE done about i n t e rven t ions  by o the r  Federa l  departments,  

such a s  GSA and t h e  Department of Defense, i n  S t a t e  r a t e  proceedings 

where they have fought r a t e  reforms such as  time-of-day p r i c i n g ?  

I f  you haven ' t  done anything,  what can you contemplate doing i n  

t h e  f u t u r e ?  

MR. BAUER: We a r e  we l l  aware, and have been f o r  a t  l e a s t  a  yea r  

and a  h a l f ,  of t h e s e  i n t e r v e n t i o n s ,  which, t o  be q u i t e  f r ank ,  o f f e r  

a  c e r t a i n  degree of awkwardness. 

The GSA has  a  r e s p o n s i b i l i t y  which i s  d i f f e r e n t  from our  

r e s p o n s i b i l i t y .  T h e i r  r e s p o n s i b i l i t y  i s  t o  r ep re sen t  t h e  consumer 
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i n t e r e s t s  of t h e  GSA, DOD, and t h e  Navy, and a  whole l o t  of o t h e r  

o rgan iza t ions  under de l ega t ion  from consumer i n t e r e s t  of a  Federa l .  

i n s t a l l a t i o n  t h a t  might be  i n  a  p a r t i c u l a r  a r ea .  

Now, t h a t  is n o t  our  i n t e r e s t .  Our i s s u e  is d e a l i n g  wi th  n a t i o n a l  

energy po l i cy  and wi th  what k inds  of i n c e n t i v e s  might be set i n  p l ace ,  

and what k inds  of e q u i t y  i n t e r e s t s  might e x i s t  from d i f f e r e n t  k inds  

of t a r i f f s .  

We have m e t  w i th  GSA people  a t . a  reasonably high l e v e l  t o  express  
. . 

. ,our cbncern t h a t  ' our  p o l i c i e s  be  coordinated.  We a r e  making arrangements 

now t o  make s u r e  t h a t  b r i e f s  t h a t  a r e  presen ted  a r e  presen ted  and 

a v a i l a b l e  f o r  review on e i t h e r  s i d e  be fo re  t h e s e  i n t e r v e n t i o n s  occur. 

, I  am not  impressed, q u i t e  f r a n k l y ,  t h a t  our coord ina t ion  is  adequate  

. o r , t h a t  w e  a r e  w e l l  enough aware of t h i s  two-headed problem too  and 

have done something wi th  i t  a s  d i r e c t l y  a s  i t  should be d e a l t  with.  

A l l  I can a s s u r e  you is  t h a t  w e  w i l l  t r y  t o  g e t  t h e  Federa l  family 

t o g e t h e r  on b a s i c  p r i n c i p l e s  of r a t e  making. Le t  t h e  r e s p o n s i b i l i t i e s  

of one i n s t i t u t i o n  t h a t  have t o  be f u l f i l l e d  f o r  a  p a r t i c u l a r  customer 

be  f u l f i l l e d ,  b u t  a t  t h e  same time let's not  have t h e  same degree of 

i ncons i s t ency  of t h e  Federa l  fami ly ,  a s  has  been a  ch ron ic  and very  

i r r i t a t i n g  problem. 

MS. FIDLER: There is  no ques t i on  t h a t  . i t  p r e s e p t s  a  prqblem 

i n  terms of what t h e  i n t e r e s t  is. But, i t  seems t o  us t h a t  some 



u n i f i e d  po in t  of e f f o r t  o r  some u n i f i e d  k ind  of po l i cy  is  probably i n  t h e  

long-range i n t e r e s t  of t h e  country r a t h e r  t han  worrying about  some 

short-range small savings.  

MR. BAUER: You a r e  a b s o l u t e l y  r i g h t .  And, t h e  i s s u e  w i th  a p a r t i c u l a r  

d e s t r o y e r  t h a t  is t i e d  up along s i d e  t h e  p i e r  i n  Newport is  not  

p r e c i s e l y  t h e  energy problem t h a t  con f ron t s  people  i n  t h e  S t a t e  of 

Rhode I s l and .  I couldn't  a g r e e  more w i t h  you. 

MS. FIDLER: Thank you. 

MS. HOBSON: A l l  r i g h t .  

MS. ROLLINS: Tina,  j u s t  one po in t .  On t h e  t h ings  you a r e  going t o  

check up wi th  u s  l a t e r  on, you ought t o  p u t  t h a t  on your l ist .  It i s  

a problem t h a t  w e  have been s c u f f l i n g  w i th  f o r  some two years .  

MS. HOBSON: A l l  r i g h t .  

MS. ROLLINS: Keep our s c o r e  card  f o r  us. 

MS. HOBSON: Alber t  Bryant? Is he here? 

MR. BRYANT: My name is A l b e r t  Bryant. I am wi th  t h e  Alexandria  

O f f i c e  of Consumer Af f a i r s .  I would l i k e  t o  add re s s  my ques t i on  t o  

M s .  Ro l l i n s .  

I would l i k e  t o  know: what w i l l  t h e  Department of Energy's r o l e  

be  i n  encouraging Congress t o  enac t  laws t o  impose on t h e  u t i l i t y  

companies t o  c r e a t e  a more uniform u t i l i t y - r a t e  s t r u c t u r e ,  a s  f a r  

a s  charg ing  customers and consumers who u s e  u t i l i t i e s ?  



MS; ROLLINS: Well, I j u s t  t a lked  about  our h i s t o r y  over  t h e  

f a l l  and win te r .  I would l i k e  t o  t h ink  and say  that t h e  Department 

of Energy's r o l e ,  i n  encouraging Congress t o  no t  s o  much adopt  a  'mi form 

r a t e  des ign ,  bu t  .adopt u n i f o m .  p r i n c i p l e s  wi th  which t o  d e a l  w i t h  rate- 

des ign  ques t i ons ,  had been most vigorous.  

There a r e  probably a  few people  i n  t h e  room who would tend t o  

d i s a g r e e  w i th  me .  However, what f i n a l l y  appears  t o  be  coming ou t  

of Congress is  a t  l e a s t  a set of vo lun ta ry  g u i d e l i n e s  which each u t i l i t y  

commission must t ake  i n t o  account i n  cons ider ing  r eques t s  f o r  r a t e  

i nc rease .  

That i s  no t  t h e  proposa l  t h a t  w e  s t a r t e d  ou t  with.  It is  t h e  

happy compromise w e  end up with. The s tandard  p a r t y  l i n e  t h a t  I next  

u t t e r  s ays  w e  w i l l  spend a y e a r  o r  two c a r e f u l l y  examining how S t a t e  

u t i l i t y  commissions i n  f a c t  use  t h e s e  vo luntary  g u i d e l i n e s  t o  address  

t h e  problem of r a t e  reform and r a t e  design.  

I f  w e  s e e  t h a t  more s t r i n g e n t  g u i d e l i n e s ,  that is  mandatory 

g u i d e l i n e s ,  should be app l i ed ,  t h e n  w e  w i l l  be back b e f o r e  t h e  Congress 

r eques t i ng  t h e  same. 

They a c t u a l l y  have a  b i l l  t h a t  has  no t  y e t  come o f f  t h e  H i l l  

under which w e  w i l l  have t o  implement those  g u i d e l i n e s  i n  t h e  

program t h a t  i t  appears  w e  a r e  going t o  receive.  

Then, w e  w i l l  t ake  a look a t  i t ,  and w e  hope you w i l l  t ake  a  

look a t  i t  wi th  us ,  t o  see how w e  did.  



MS. HOBSON: Does t h a t  make sense  t o  you? 

MR. BRYANT: Yes, i t  does. I would hope t h a t  your e f f o r t ,  a s  

w e l l  a s  t h e  Department of Energy's, w i l l  be brought i n t o  t h i s  b i l l  

w i th  p o s i t i v e  r e s u l t s .  We w i l l  p r e v a i l ,  because i t  would mean a 

l o t  t o  t h e  people  t h a t  I come i n  con tac t  w i th  from day-to-day, r ega rd ing  

u t i l i t y  and u t i l i t y - r a t e  s t r u c t u r e ,  t o  have more con£ idence  not only 

i n  paying t h e i r  b i l l s ,  b u t  i n  understanding t h e  u t i l i t y - r a t e  s t r u c t u r e ,  . 

having a b e t t e r  o v e r a l l  view of why they a r e  paying t h e i r  u t i l i t y  . 

b i l l s ,  and what they a r e  r e a l l y  f o r .  

MS. ROLLINS: I understand t h e  problem of t r y i n g  t o  educa te  t h e  

consumer t o  understand e x a c t l y  what t h e  c k p o n e n t s  of t h e  b i l l  are. 

Perhaps Tina might provide you, b e f o r e  you l e a v e  he re ,  wi th  some 

book le t s  and informat ion  t h a t  might be  u s e f u l  t o  your c o n s t i t u e n t s  

and t h e  people  t h a t  you s e r v e  i n  Alexandria.  

But, w e  w i l l  keep your charge i n  mind. We hope from time-to- 

t i m e  you w i l l  come b e f o r e  us,  and l e t  us  know whether w e  have done our 

j ob  o r  not.  

MS. HOBSON: You a r e  going t o  have t o  l e t  u s  know what those  

book le t s  a re .  

MS. ROLLINS: You don't have them? 

MS. HOBSON: No. We a r e  going t o  have t o  do soue th ing  about  t h a t .  



MS. ROLLINS: Okay. From t h e  o ld  Of f i ce  of Consumer A f f a i r s  and 

and a l s o  from t h e  o ld  Conservat ion O f f i c e ,  t h e r e  a r e  some -- we have 

t h i s  problem wi th  t h e  p r i n t i n g  budget -- b u t ,  t h e r e  a r e  some, I t h ink ,  

u s e f u l  book le t s ,  which e x p l a i n  t h e  components of u t i l i t y  b i l l i n g ,  and 

how t o  read  t h e  b i l l .  

I f  i n  po in t  of f a c t  they a r e  ou t  of p r i n t  and no longer  a v a i l a b l e ,  

they a r e  something you and I ought t o  t a l k  about. 

("HOW t o  Understand Your U t i l i t y  B i l l ; "  1977. 12 pages. Avai lab le  -- 

f r e e  -- from U.S. Department of Energy, Technical  Information Center ,  

P.O. Box 62, Oak Ridge, TN 37830. - Edi tor . )  

MS. HOBSON: That i s  r i g h t .  We should ge t  them s o  t h a t  we can 

h e l p  people learn .  Thank you v e r y  much. 

Are t h e r e  any ques t i ons  from t h e  audience? You might t ake  a  look 

a t . t h e  36 ques t ions*  i n  f r o n t  of you, and s e e  i f  any of you would l i k e  

any of those  answered by our  panel  be fo re  we leave.  

You can j u s t  g ive  us  t h e  ques t i on  number, and  we w i l l  be happy 

t o  answer any of those  o r  any o t h e r  ques t i ons  t h a t  you might have. 

You can j u s t  s t and  a t  your s e a t ,  i f  you want,  a t  t h i s  po in t  i n  time. 

A l l  r i g h t .  Garry? 

MR. DE LOSS: My name i s  Garry DeLoss, and I am wi th  t h e  Environmental 

Pol icy  Center  h e r e  i n  Washington. 

* See Appendix A 



My ques t ion  is  one t h a t  perhaps l ooks  a t  t h e '  r o l e  of t h e  people  

on t h i s  panel  more a s  adv i so r s  t o  t h e  P re s iden t  and t h e  Congress than  i n  

t h e i r  r egu la to ry  capac i ty .  It has  t o  do wi th  t h e  i s s u e  of marginal-cost 

p r i c i n g  of u t i l i t y  s e r v i c e s ,  a n  i s s u e  t h a t  has  been much d iscussed  h e r e  

t h i s  morning, and t h e  problem t h a t  I see i n  t h e  energy conse rva t ion  a r e a  

i n  t h i s  regard. 

For example, i f  w e  were t o  g e t  some of t h e  r a t e  reforms t h a t  were 

d i scus sed ,  such a s  ending t h e  d i scount  r a t e s  t o  l a r g e  commercial a n d ,  

i n d u s t r i a l  u s e r s  where they are not  c o e t - j u s t i f i e d ,  and the re f  o r e ,  

ending what w e  suspec t  is  a cross-subsidy of those  u se r s  by t h e  smaller 

r e s i d e n t i a l  u se r ,  i t  seems to-me t h a t  what t h a t  means is  t h a t  t h e  rates 

t o  r e s i d e n t i a l  u s e r s  a r e  not going t o  rise a s  f a s t  as they would under . 

t h e  p re sen t  circumstances.  I n  o the r  words, you a r e  going t o  have 

lower r a t e s  f o r  r e s i d e n t i a l  u s e r s  than f o r  bus iness ,  u se r s ,  which seems 

t o  work a g a i n s t  conservat ion.  

The o t h e r .  marginal-cost p r i c i n g  proposa l ,  b e s i d e s  ending of 

u n f a i r  d i scount  r a t e s ,  t h a t  is. most t a lked  about  is time-of -day p r i ce s .  

One of t h e  advantages t h e r e ,  i s  t h a t  i t  g e t s  a t  t he  excess  capac i ty  

problem t h a t  Rick Morgan was concerned about ,  which .aga in  would tend . , 

t o  hold down r a t e s .  



So, i n  my mind, marginal-cost p r i c i n g  in '  those  contexts  i s  f a r  from 

a panacea; and what I am. r e a l l y  i n t e r e s t e d  i n  is a p ropos i t i on  f o r  'h igher  

than  marginal-cos t pr ic ing .  

The way t o  g e t  t he  pub l i c  t o  accept  i t ,  i t  seems t o  me, p o l i t i c a l l y ,  

i s  t o  p r o t e c t  them i n  t h e i r  i n i t i a l  block, something l i k e  t h e  l i f e - l i n e  

r a t e ,  and then ' cha rge  them a higher  than marginal-cost r a t e  f o r  t he  

second block of use. 

I n  f a c t ,  I th ink  t h e  l i f e - l i n e  r a t e  concept should be so ld  a s  a 

conserva t ion  r a t e  concept,  and perhaps t i t l e d  a s  a conserva t ion  r a t e  

concept,  s o  t h a t  we can g e t  something l i k e  a higher  than  marginal-cost 

r a t e  i n  t h e  second block. 

I wondered i f  t h e  Adminis t ra t ion  is  cons ider ing ,  o r  people i n  

your p o s i t i o n  and your pol icy  advisory  r o l e  -- I know M r .  A l m ' s  o f f i c e  

is  p r imar i ly  r e spons ib l e  f o r  t h i s  -- have ever  considered a l i f e - l i n e  

r a t e  concept as a conserva t ion  r a t e  concept i n s t ead  of a s  a s o c i a l  

po l i cy  concept. 

MR. NORDHAUS: When we were working on t h e  National  Energy Plan  

a yea r  ago, i n v e r t e d  r a t e s  and t h e  so-cal led l i f e - l i n e  r a t e s  were 

among the  concepts  we discussed.  

A t  t h a t  po in t ,  t h e r e  w a s  a good d e a l  of argument i n  f avo r  of 

i t ,  p r i n c i p a l l y  on conserva t ion  grounds. The inve r t ed  r a t e  could be 

an e x c e l l e n t  conserva t ion  too l .  



Eventual ly,  t h e  Administration's p o s i t i o n  was t o  permit depa r tu re  

from s t r i c t l y  cost-based r a t e s  i n  o rde r  t o  permit an inve r t ed  r a t e  

o r  l i f e - l i n e  r a t e  f o r  r e s i d e n t i a l  u se r s .  

However, they  d id  not  a t  t h a t  time advocate  t h a t  i t  be requi red  a s  

a  Federa l  s tandard.  

MR. BAUER: You can g e t  l i f e - l i n e  r a t e s  on any of a  po tpour r i  
,> - 
of motivat ions.  One of them might be t o  a s s i s t  t hose .wi th  e x p l i c i t  

economic needs who a r e  incapable  of dea l ing  wi th  t h e  r i s i n g  c o s t s  of 

energy -- which a r e  going t o  keep r i s i n g  under almost any condi t ions .  

Another might be t o  promote conserva t ion  on t h e  theory t h a t  perhaps 

t h e  f i r s t  block of u se  i s  an  unnegotiable  use. J u s t  by l i v i n g ,  you 

w i l l  have some b a s i c  requirements;  for , requirements .beyond t h a t ,  

you perhaps should be f e e l i n g  some very  high d i s i n c e n t i v e  t o  t h a t  usage. 

The un fo r tuna te  p a r t  of p lay ing  too  a r t i s t i c  wi th  the  r a t e s .  is  

thak we depa r t  from any kind ,of d i s c i p l i n e  whatsoever i n  t h e  s e t t i n g  

Since t h e  energy problem i n  a l l  of i t s  dimensions is so  dominated 

by' kconomic mischief ,  and has  been yea r s  i n  t h e  making and w i l l  be 

y e a r s  i n  t h e  undoing, I am very  h e s i t a n t ,  a s  a personal  p red ica t e ,  

t o  depa r t  from a c o s t  b a s i s  a s  being a  l e g i t i m a t e  way i n  which r a t e s  

should be set, notwithstanding t h e  f a c t  t h a t  pub l i c  u t i l i t y  commissions 

have a broader  s o c i a l  r e s p o n s i b i l i t y  t o  f u l f i l l ,  which may l e a d  them 

t o  make t h o s e  depar tures .  



That is f ine .  But, such depa r tu re s  ought t o  be conscious and 

d e l i b e r a t e ,  because it is  very ,  very d i f f i c u l t ,  once those  kinds of 

depa r tu re s  a r e  introduced,  t o  understand i n  advance t h e  kind of mischief 

t h a t  is being sown t h e r e a f t e r  i n  t h e  way e l e c t r i c  u t i l i t y  systems are 

b u i l t  and deployed and i n  how e l e c t r i c i t y  i s  used i n  t he  economy. 

MR. DE LOSS: What I am g e t t i n g  a t  is;  you could aim f o r  a  cost-base 

p r i c e  i n  t h e  i n i t i a l  block, and then  s t a r t  t a l k i n g  about t h e  h igher  

than  cost-base p r i c e  i n  t h e  second block. 

There i s  a good analogy f o r  t h i s  -- another  metered s e r v i c e  t o  t h e  

householder and businessman -- and t h a t  is de l ive red  water. 

In  C a l i f o r n i a ,  dur ing  t h e  drought l a s t  year ,  they had s u b s t a n t i a l  

success  wi th  the  water - ra te  s t r u c t u r e .  

MR. BAUER: You could s e t  up a l o t  of p e n a l t i e s  f o r  t h e  use of 

I1 water ,  i f  you had an. ove r r id ing  reason t o  conserve water ,  f o r  example. 

I But, I th ink  t h a t .  you a r e  e s t a b l i s h i n g  a penal ty  system t h a t  says,  

b a s i c a l l y ;  t h e  i s s u e  h e r e  f o r  t h e  consumption of t h i s  commodity, as 

d i s t ' i n c t  from anything e l s e ,  w i l l  be not  so  much t o  pay what i t  cos t s ,  

a s  t h e  gene ra l  index,  b u t  i n s t ead  t o  pay what s o c i e t y  deems i t  i s  

worth. 

MR. DE LOSS: ,Of course.  It is something l i k e  t h e  speed l i m i t  



MR BAUER: I am j u s t  no t  s u r e  t h a t  s o c i e t y  i s  wise enough, o r  

t h a t  any group i s  omniscient enough t o  be a b l e  t o  say  how much, 

abso lu t e ly ,  e l e c t r i c i t y  should be worth. I t  j u s t  takes  u s  i n t o  a  

whole domain of s o c i a l  va lue  and moral purpose t h a t ,  I th ink ,  i s  

almost unreachable  by any kind of a n a l y t i c a l  inqui ry .  

MR. DE LOSS: I j u s t  want t o  leave  you with t h e  thought ,  e s p e c i a l l y  

a s  i n t e rvenor s ,  t h a t  i f  you a r e  going t o  argue f o r  some of t he se  r a t e  

reforms a s  conserva t ion  measures, and not  t a k e  t h i s  th ink ing  a  s t e p  

f u r t h e r  i n  t a l k i n g  about some kind of i nve r t ed  r a t e  s t r u c t u r e ,  we may 

not  a c t u a l l y  be g e t t i n g  some of t h e  conserva t ion  e f f e c t s  t h a t  you a r e  

c la iming f o r  t h e  r a t e  reform, because, a s  I s a i d ,  t h e  two most 

obvious r a t e  reforms -- t h e  end of d i scount  r a t e s  and time-of-day 

p r i c i n g  -- which w i l l  tend t o  discourage excess  capac i ty ,  w i l l  tend 

t o  hold down r a t e s  f o r  t h e  smal l  u s e r s ,  ve r sus  t h e  business-as-usual 

course.  

I f  we went on t h e  way we have been going, those  r a t e s  would r i s e  

f a s t e r  than  i f  we would ge t  t h e  reforms. I t  seems t o  me t h a t  t h i s  

undercuts  t h e  s t r e n g t h  of your arguments, i f  you c la im conserva t ion  

e f f e c t s  t h a t  a r e  not  going t o  t ake  place.  

MS. HOBSON: Okay. Thank you, Garry. 

A l l  r i g h t ,  M r .  Davis. 

MR. DAVIS: My name i s  Al len  Davis. I am an a t t o r n e y  wi th  t h e  

Energy P r o j e c t  of Nat iona l  Consumer Law. 



M r .  Bardin t a lked  p rev ious ly  today about  t h e  importance of t h e  

advisory  g u i d e l i n e s  t h a t  were promulgated by t h e  Department i n  t h e  

event  t h e  Nat iona l  Energy P l an  became l a w .  

My ques t i on  is ve ry  simple.  What s p e c i f i c  mechanisms w i l l  t h e  

Department have i n  o rde r  t o  ensure  proper  c i t i z e n ,  consumer, and 

environmental i npu t  i n t o  t hose  advisory  g u i d e l i n e s  as those  g u i d e l i n e s  

are being developed by t h e  Department; as opposed t o  r e a c t i n g  t o  

t hose  g u i d e l i n e s  a f t e r  they a r e  developed by t h e  Department? 

MS. HOBSON: Hazel, do you want t o  speak f i r s t ?  

MS. ROLLINS:' Y e s .  With Tina's o f f i c e ,  and us ing  our own o f f i c e ,  

our  p l a n  is  t o  d e a l  f i r s t  w i th  t h e  concepts.  I n  o t h e r  words, w e  w i l l  

no t  merely develop d r a f t  r e g u l a t i o n s  and then  f i n a l l y  i s s u e  them t o  

t h e  pub l i c ,  and only i s s u e  them through t h e  "Federal  Regis ter ."  

What w e  p l a n  t o  do, and,  aga in ,  Howard can speak t o  t h i s  more 

f u l l y ,  i s  t o  develop our  concepts  i n  a very  t hough t fu l  p rocess ,  which 

goes from t h e  f i r s t  review of t h e  l e g i s l a t i o n ,  development of some 

o v e r r i d i n g  p o l i c y  ques t i ons  which must be addressed by t h e  Sec re t a ry ,  

t o  t h e  e x t e n t  t h a t  he has  some d i s c r e t i o n .  

A t  t h a t  l e v e l ,  I would expect ,  and would demand, t h a t  consumer 

and p u b l i c  i n t e r e s t  groups b e  involved,  i nc lud ing  some f i n a l  tun ing  

of t hose  concepts  a f t e r  t h e  Sec re t a ry  has  made h i s  dec i s ions .  



A t  t h a t  p o i n t ,  I would expect consumer and pub l i c  groups t o  be . 

involved f o r  a  f i n a l  sit-down, t o  c u t  o f f  before  t h e  d r a f t i n g  of t h e  

r egu la t i ons  themselves. 

Now, our General Counsel w i l l ,  of course ,  t e l l  us  we cannot use 

people on t h e  ou t s ide ,  i n  a n  advisory  capac i ty ,  t o  d r a f t  t he  r egu la t i ons  

themselves. 

I n  my view, I can l i v e  wi th  t h a t  mandate, simply because, before  

you s e t t l e  on t h e  r egu la to ry  language, you have got  t o  understand the  

concept you a r e  heading fo r .  

A t  t h a t  p o i n t ,  we would then go t o  e i t h e r  a  n o t i c e  of inqui ry  

and a  pub l i c  hea r ing  on t h e  record,  o r  t o  some f i n a l  nego t i a t i on  w i th in  

t h e  Department i t s e l f ,  a s  regards  t o  which suggest ions we w i l l  t ake  

o r  no t  take. 

A t  t h a t  p o i n t ,  of .course,  we have opened up f o r  pub l i c  hear ing.  To 

t h e  ex t en t  t h a t  p r i v a t e  o r  ~ u b l i c  groups want t o  come i n  and r a i s e  

a  p a r t i c u l a r  i s s u e  o r  p o r t i o n  of t he  l e g i s l a t i o n  ' fo r  our cons ide ra t i on ,  

we a r e  .open t o  t h a t .  

Again, because t h e  ERA i s  new, t h i s  i s  a  process  which you w i l l  

have t o  l e t  us  begin. I f  you f i n d  t h a t  we a r e  no t  ho ld ing  t o  t h a t  

philosophy, then I expect  no t  only t o  h e a r  from Tina,  but  I expect  

t o  h e a r  from you. We do no t  in tend  t o  c l o s e  you out.  

MS. HOBSON: Do you have a  followup? 



MR. DAVIS: No. Thank you. 

MS. HOBSON: I once had t h e  p r i v i l e g e  of "orking f o r  Hazel,  ,and 

s h e  s t i l l  tends  t o  d e l e g a t e  some th ings  t o  me.  

James Flug,  Energy Action. 

MR. FLUG: One of t h e  most d i r e c t  ways t h a t  people  i n  a .  p a r t i c u l a r  

l o c a l i t y  can do something t o  r e t a r d  t h e  i n c r e a s e  i n  u t i l i t y  r a t e s  is 

t o  change t h e  demand f o r e c a s t  f o r  t h a t  a rea .  

To do t h a t ,  of course,  i nvo lves  a concerted conserva t ion  and 

a l t e r n a t i v e  technology e f f o r t .  Where i n  t h e  Department can  people  

i n  a l o c a l i t y ,  who want t o  do something about  t h e  conserva t ion  and 

a l t e r n a t i v e  technology on a l o c a l  b a s i s ,  go f o r  he lp?  Is t h e r e  some- 

p l ace  r i g h t  now where you can  go f o r  a package, f o r  a smorgasbord, 

f o r  an  agenda, menu, of t h ings  t h a t  l o c a l  groups can do r i g h t  now, 

f o r  t e c h n i c a l  a s s i s t a n c e ,  f o r  funding,  f o r  expe r t  pane ls  t o  come and 

do energy assessments  f o r  a p a r t i c u l a r  l o c a l i t y ?  Is t h e r e  one p l a c e  

f o r  t h a t  s o r t  of s e r v i c e ,  t o  l o c a l  groups and c o a l i t i o n s  of l o c a l  

groups? 

MS. HOBSON: That is a good ques t i on ,  J i m .  

MR. HUGHES: Jim, l e t  m e  t r y  a response: I th ink ,  a t  t h i s  po in t ,  

t h e r e  a r e  two p l a c e s  where they could  t r y ,  perhaps n e i t h e r  of them 

f u l l y  s a t i s f a c t o r y .  



One of them i s  t h e  complex of o u t r e a c h  a c t i v i t i e s  t h a t  I have 

some r e s p o n s i b i l i t y  f o r ;  I t h i n k ,  p a r t i c u l a r l y ,  T i n a ' s  a r e a  of consumer 

a f f a i r s  and community p a r t i c i p a t i o n .  That  i s  a  non- techn ica l  a r e a .  

Our m i s s i o n  i n  t h e  scheme of t h i n g s ,  i n  t h e  Department,  i s  t o  

f i n d  t h e  p l a c e  where peop le  w i t h  t h o s e  s o r t s  of q u e s t i o n s  shou ld  go. 

The t e c h n i c a l  knowledge, i n  a n  a p p l i e d  s e n s e ,  i n  a n  o p e r a t i o n a l  

s e n s e ,  by and l a r g e ,  i s  i n  t h e  O f f i c e  of Conserva t ion  and S o l a r  

A p p l i c a t i o n s  of t h e  Department of Energy. 

Obviously ,  t h e y  cou ld  and shou ld  be f r e e  t o  go d i r e c t l y  t o  peop le  

i n  t h a t  d ivis ion. ,  i f  t h e y  knew where t o  go. I f  they a r e  n o t  s u r e  where 

t o  go,  we w i l l  t r y  and f i n d  them t h e  r i g h t  s p o t .  

MR. FLUG: Can I f o l l o w  up on t h a t ,  T i n a ?  

MS. HOBSON: Yes. 

MR.  FLUG: I t h i n k  T ina  w i l l  be t h e  f i r s t  pe r son  t o  say  t h a t  s h e  

i s  c e r t a i n l y  n o t  s t a f f e d  t o  p r o v i d e  t h a t  t y p e  of s e r v i c e  i n  a  comprehensive 

way, and t h a t  t h e r e  i s  no p r e - e x i s t i n g  package o r  procedure  t o  meet 

t h a t  k i n d  of need. 

MR. HUGHES: That  i s  c o r r e c t .  

MR. FLUG: I d o n ' t  t h i n k ' y o u  can p o i n t  t o  anybody i n  c o n s e r v a t i o n  

o r  s o l a r  t h a t  i s  s i t t i n g  t h e r e  w a i t i n g  f o r  peop le  t o  walk in .  I 

t h i n k  i t  would be g i v i n g  a mis impress ion t o  t h e  r e a d e r s  and t h e  l i s t e n e r s ,  . 

a t  t h i s  p o i n t ,  t o  s a y  t h a t  t h e r e  i s  somebody w a i t i n g  t h e r e .  



Is t h e r e  any i n t e n t i o n  of s e t t i n g  up some s o r t  of f u n c t i o n  l i k e  

t h a t ?  What can w e  do t o  a c c e l e r a t e  t h e  s e t t i n g  up of some s o r t  of 

f u n c t i o n  l i k e  t h a t ?  
s 

I guess ,  j u s t  f o r  t h e  record,  i s  t h e r e  some explana t ion  f o r  why 

i t  is tak ing  s o  long f o r  conserva t ion  and s o l a r  t o  g e t  organized? 

MR. HUGHES: I w i l l ' t r y  t o  d e a l  w i t h  t h e  f i r s t  series of questions, ,  

a t  l e a s t ,  and comment somewhat on t h e  l a s t  p a r t .  

F i r s t ,  t h e r e  is nobody i n  our shop o r  i n  conserva t ion  and s o l a r  

wai t ing .  Nei ther  is  t h e r e  a k i t  of information o r  t o o l s  which 

somebody would p a s s  o u t ,  i f  t h a t  somebody, h e  o r  she ,  were wai t ing .  

A s  t o  why w e  don't.4have such a .  k i t ,  I th ink  the  answer l ies  i n  

t h e  t i m e  i t  has  taken us ,  perhaps undue time, t o  g e t  ourse lves  

t oge the r ,  i nc lud ing  t h e  s o l a r  and conserva t ion  a rea .  

I th ink  t h e  answers a l s o  l i e  i n  t he  complexity,  a t  l e a s t  as they 

appear  t o  m e ,  of t h e  problem of g iv ing  r i g h t  answers t o  some of t h e  

ques t i ons ;  answers t h a t ' a r e  c o n s i s t e n t  wi th  t h e  b e s t  t echnologica l  

in format ion  t h a t  w e  have. 

You asked t h e  ques t i on  of how you could he lp  us. I th ink  you 

a r e .  You have helped i n  t h i s  regard  r a t h e r  e f f e c t i v e l y ,  i n  g e t t i n g  

us t o  do th ings  t h a t  w e  should do and perhaps g e t t i n g  them done f a s t e r  

t han  would o therwise  be t h e  case.  



We have been concerned, and a r e  doing some th ings  w i t h i n  t h e  

Department wi th  r e s p e c t  t o  consumer in format ion  i n  gene ra l ,  which 

would nor be l i m i t e d  t o  t h i s  area.  But,  answers t o  f a r  more s imple 
I 

ques t ions  than t h e  ones you have addressed a r e  not  a s  e a s i l y  f o r t h -  

. coming a s  t h e y  should be from a  Department of Energy which has  t h e  

func t ions  which we have. 

Under t h e  l eade r sh ip  t h a t  our  e n t e r p r i s e  has  provided, we a r e  
. . .  

t r y i n g  t o  ge t  a b e t t e r  g r i p  on t h e  problem of how t h e  f a c i l i t i e s  

of t he  ~ e i a r t m e n t  of Energy, a s  they have been assembled from 

predecessor  agenc ies ,  can be mobilized t o  address  t e c h n i c a l  problems 

i n  a  much more t e c h n i c a l  fash ion ,  s o  t h a t  consumers, and o t h e r s  who 

a re '  no t  , e x p e r t s ,  t e chn ic i ans  dr ' s c i e n t i s t s ,  can handle  t h e  

information.  

1.t seems t o  me t h a t  t h e  development of k i t s  o r  pamphlets, o r  

m a t e r i a l s  of one s o r t  o r  another  inform, and i n  terminology t h a t  i s  

s u i t a b l e .  A s  p a r t  of t h e  answer t o  t h a t ,  we simply do not  have 

enough of them. We don ' t  have t he  ones t h a t  we should have a t  t h e  

p re sen t  time. 

MS. ROLLINS: I j u s t  want t o  make a  comment, because, as anyone 

who knows me w e l l  n o t i c e s ,  I have been s i t t i n g  h e r e  f i d g e t i n g  beyond 

words. 



I th ink  t h a t  we have i t  i n  t h e  Department, and we have l o s t  our  

focus.  There used t o  be, and I am t o l d  i t  i s  s t i l l  w i t h i n  t h e  Of f i ce  

of Conservat ion,  a  group which now has  a  l o f t y  bu reauc ra t i c  t i t l e ,  but  

which we used t o  c a l l  t h e  "workshops" group. 

I n  gene ra l ,  we would t ake  a  reques t  from a member of t h e  pub l i c  t o  

put  t oge the r  a  pub l i c  seminar,  a  s e r i e s  of seminars,  on "X,Y o r  Z" 

sub j ec t .  

That group -- and, Sam, t h i s  i s  probably something t h a t  you,would 

want t o  look i n t o  s i n c e ,  e a r l i e r  on, you had suggested you might want 

t o  t ake  a  hard  look a t  i t  -- would then  t a p  t h e  resources  of t h i s  ve ry  

l a r g e  Department. 

A s  an example, t h e  o ld  ERDA group has  probably more graphics ,  

more handouts ,  more "Howdy-Doodies" than  those  of u s  a t  FEA had eve r  

seen;  and ve ry  s k i l l f u l l y ,  b e a u t i f u l l y ,  and profes ' s iona l iy  prepared. 

I want t o  spend some more t ime th ink ing  t h i s  through, because 

i t  i s  there .  It i s  j u s t  t h a t ,  f i r s t  of a l l ,  you don ' t  know where 

t o  come t o  ask f o r  i t .  I know t h a t  t h e r e  a r e  f i v e  o r  s i x  people ,  

who have probably go t  l o t s  t o  do now, bu t  who could package, 

depending upon your requirements ,  a  seminar,  o r  a  "how-to-do-itl.'.show, 

on almost anything. 



Now, i n  a d d i t i o n , ' w e  have l o t s  of peop le  who a r e  under  c o n t r a c t  t o  

u s  i n  t h e  new Department who a r e  do ing  v a r i o u s  t h i n g s  i n  a p p r o p r i a t e  . 

t echno logy ,  community implementa t ion o'f c o n s e r v a t i o n  programs, and 

p robab ly  many more s o p h i s t i c a t e d  t h i n g s  on t h e  ERDA s i d e  t h a t  I do 

n o t  know about  . 
I t h i n k  t h a t  your  q u e s t i o n  i s  w e l l  put .  In a d d i t i o n  -- and I 

am go ing  t o  s t o p  i n  a  minute ;  o b v i o u s l y ,  I must m i s s  a l l  of  t h i s ,  

. s i n c e  I have t o  t a l k  abou t  i t  -- i n  each of t h e  t e n  Regions ,  t h e r e  i s  

a  consumer a f f a i r s  person.  

So, t o  t h e  e x t e n t  t h a t  t h e  need can  be i d e n t i f i e d  a t  a  S t a t e  o r  

r e g i o n a l  l e v e l ,  I t h i n k  we cou ld  b e g i n  t o  t h i n k ,  Sam, about  how t o  

u s e  t h a t  group of  peop le  t o  package t h e s e  k i n d s  of o p p o r t u n i t i e s .  

MS. HOBSON: Okay. I would l i k e  t o  p i t c h  i n  h e r e  and s t a t e  

t h a t ,  I t h i n k ,  J i m  a t  t h e  l a s t  b r i e f i n g  uncovered t h e  f a c t  t h a t  we 

were not  v i d e o t a p i n g  t h e  e n t i r e  s e s s i o n ,  j u s t  t h e  f i r s t  hour ,  and ' 

made t h e  s u g g e s t i o n  t h a t  we v i d e o t a p e  i t  a l l .  We a p p r e c i a t e  t h a t ,  and 

we a r e  do ing  so.  ' 

I t h i n k  t h a t  you uncovered today  a  second extreme need. I 

c e r t a i n l y  cou ld  n o t  answer your  q u e s t i o n ;  and I shou ld ,  b e i n g  i n  t h e  

consumer o f f i c e .  

I t h i n k  t h a t  we immediate ly  need t o  deve lop  a  k i t  of  i n f o r m a t i o n a l  



t o o l s  t h a t  would h e l p  consumers e f f e c t i v e l y  d e a l  w i t h  and u n d e r s t a n d  

p u b l i c  u t i l i t i e s ,  i n c l u d i n g  t h e  205 S t a t e  Consumer O f f i c e  funds  and 

i n c l u d i n g  t h e  t e c h n i c a l  a s s i s t a n c e  t h a t  can be provided.  

I d o n ' t  t h i n k  t h a t  J i m  i s  t a l k i n g  about  seminars  o r  workshops. 

I t h i n k  h e  i s  a s k i n g ,  "Do we have  some g u i d e l i n e s  f o r  c i t i z e n  groups  

t h a t  a r e  i n t e r e s t e d  i n  e f f e c t i v e l y  d e a l i n g  w i t h  and u n d e r s t a n d i n g  p u b l i c  

u t i l i t i e s ? "  

I s  t h a t  c o r r e c t ,  J im? 

MR. FLUG: Yes, and you wen t  beyond. t h a t .  

A s  you know, h e r e  i n  t h e  D i s t r i c t ,  we a r e ,  ad hoc ,  t r y i n g  t o  

make some s o r t  of e f f o r t .  We have a  group,  a  w i l l i n g  group,  who want 

t o  do something i n  t h e  c o n s e r v a t i o n  a l t e r n a t i v e  technology f i e l d  i n  

c o n n e c t i o n  w i t h ,  a s  i t  t u r n s  o u t ,  t h e  u t i l i t y  p roceed ings  -- t h e  

g o a l  would be t o  change t h e  demand f o r e c a s t  f o r  t h e  D i s t r i c t .  

MR. HUGHES: L e t  me t a k e  a  s p e c i a l  whack a t  i t ,  J i m .  You have 

two o r  t h r e e  d i f f e r e n t  answers h e r e  from d i f f e r e n t  p e r s p e c t i v e s .  

It seems t o  me t h e  message of  a l l  of  u s ,  both  Hazel  and I ,  and 

pe rhaps  T i n a ,  i s  t h e  same. I have s a i d  b e f o r e ,  i n  a  d i f f e r e n t  c o n t e x t ,  

t h a t  I t h i n k  t h e  energy i n f o r m a t i o n  problem i s  v e r y  s i m i l a r  t o  t h e  

C o n g r e s s i o n a l  i n f o r m a t i o n  problem. The problem r e a l l y  i s  n o t  a n  

absence  of f a c t s ;  t h e  problem i s  how you o r g a n i z e  t h e  i n f o r m a t i o n  i n  

a  r e a d a b l e  f a s h i o n ,  i n  a  t i m e l y  f a s h i o n ,  and g e t  i t  t o  t h e  peop le  

who need i t .  



We have informat ion  running ou t  of o u r . e a r s .  We have a Technical  

Information Center  i n  Oak Ridge wi th  around 200 people i n  it.  

There a r e  o t h e r ,  l e s s e r ,  e n t e r p r i s e s ,  and maybe some g r e a t e r ,  f o r  

a l l  I know. 

We need t o  develop t o o l s  f o r  t apping  t h e s e  systems and t r a n s l a t i n g  

a l l  of t h e  in format ion  i n t o  t h e  k inds  of forms t h a t  you a r e  suggest ing.  

We a r e  behind. We ought to- ge t  on i t .  

. MS. HOBSON: And how about ,  i n  our  t r a n s c r i p t ,  p u t t i n g  i n  a few 

names and phone numbers? That would be h e l p f u l ,  as a f i r s t  s t a r t .  

MS. ROLLINS: Fine. Douglas, a l s o ,  i s  j u s t  ' s ay ing  "Please." 

H e  would l i k e  t o  leave  h i s  phone' number f o r  t h e  record.  I w i l l  t ake  

c a r e  of t h a t ,  yes. 

MS. HOBSON: A l l  r i g h t ,  l e t ' s  pu t  your phone number i n  f o r  t h e  

record  r i g h t  now. 

MS. ROLLINS: For t h e  ERA, t h e  number f o r  Hazel R o l l i n s  i s  

254-7500; t h e  number f o r  U t i l i t y  Systems, which would be D r .  Doug Bauer, 

i s  254-9782. 

I n  many in s t ances  -- and I cannot b e l i e v e  t h a t  you a r e  j u s t  looking 

f o r  gu ide l ines .  I r e a l l y  do not  b e l i e v e  t h a t ,  J i m ;  bu t  t h a t  is  t h e  

k ind  of in format ion  w e  do have. 

MS. HOBSON: We w i l l  t r y  t o  organize  i t ,  and pu t  some th ings  i n  

t h e  t r a n s c r i p t .  



. . 
A r e  t h e r e  .any o t h e r s ?  

. . 

yes, '  t h e  two people  r l g h t  there .  E i the r  one f i r s t .  

MR. HUGGINS: My name is  Richard Huggins, from t h e  h astern Oregon 

Community Development Council. 

The energy po r t i on  of t h e  f i x e d  low-income budget is  r ap id ly  
t c 

bal looning ,  and causing t h e  poor t o  reduce such d i s c r e t i o n a r y  budget 
' .  . ~ 

a r e a s  a s  food. 

While t h e  low-income people  c e r t a i n l y  a p p r e c i a t e  t h e  need f o r  

cau t ion  i n  a d j u s t i n g  t h e  u t i 1 i t y " r a t e  s t r u c t u r e s ,  what is' t h e  Adminis- 

t r a t i o n ' s  i n t e r i m  p o l i c y  t o  a l l e v i a t e  t h i s  r a p i d l y  growing impact on t h e  

poor wh i l e  you a r e  agonizing over  r a t e  s t r u c t u r e  ad jus tments  i n  t h e  next  

s e v e r a l  yea r s?  

MS. HOBSON: A l l  r i g h t ,  how a r e  w e  going t o  lower t h e  impact on 

t h e  poor? 

MS. ROLLINS: Well, t h e  Nat iona l  Energy Act, a s ,  i n  po in t  of f a c t ,  

ha s  been poin ted  o u t ,  t akes  time t o  implement. 

I s e e  a  f r i e n d  t h e r e  from CSA*, i n  t h e  back. I f  I am no t  mistaken, 

t h i s  p a s t  week, I th ink ,  t h e  Congress, a t  t h e  i n i t i a t t o n  of t h e  Adminis- 

t r a t i o n ,  passed,  f o r  t h e  second yea r ,  a  c r i s i s  i n t e r v e n t i o n  funding 

f o r  CSA.* The i d e a  being -- and t h e  amount i s  aga in  $200 m i l l i o n ,  a s  
. . ib 

* Community Serv ices  Adminis t ra t ion.  



i t  'was  last  year  -- t o  provide some support  f o r  handl ing t h e  gap, o r  

t h e  s h o r t f a l l ,  between what energy c o s t s  are t o  t h e  poor and t h e  e l d e r l y  

and what, i n  f a c t ,  t h e i r  incomes can provide. 

Now, none of u s  he re  pretend t h a t  t h a t  i s  t h e  u l t i m a t e  answer; 

b u t ,  t h a t ,  s ir ,  is  your stop-gap. 

MR. HUGGINS: Are t h e r e  any o the r  programs bes ides  t h e  c r i s i s  

i n t e r v e n t i o n  program? 

MS. ROLLINS : Well, now, I .  have t o  ha rken  back -- Miriam, i n  our  

o f f i c e ,  can  do a much b e t t e r  job a t  t h i s  than  I can. 

I know t h a t  HEW, wi th  some of its a s s i s t a n c e  programs., has  come 

up wi th  a new i n d i c a t o r  f o r  quant i fy ing  f u e l  c o s t s ,  and has  speeded 

up t h e  system by which they quan t i fy  t he  impact of i n f l a t i o n ,  s o  t h a t  

payments can r i s e  more quickly t o  meet t h e  pushing i n c r e a s e  i n  cos t s .  

I have not  been i n t o  t h i s  i n  about a year ;  b u t  I t h i n k  t h a t  is 

about  a l l  we a r e  doing j u s t  now -- oh, yes ,  somebody has j u s t  reminded 

me, and I should have remembered, myself -- t h e r e  is ,  of course ,  t h e  

i n s u l a t i o n  program which r ece ives  funding t h i s  f i s c a l  year  from both 

CSA and t h e  Department of Energy t o  i n s u l a t e  t h e  homes of t h e  poor 

and e l d e r l y .  

MS. HOBSON: So, what you are saying is t h a t  s p e c i a l  a s s i s t a n c e  
k 

programs., r a t h e r  than  u t i l i t y  r a t e  s t r u c t u r i n g ,  a r e  going t o  t ake  c a r e  

of t h i s  need? 



MS. ROLLINS: For t h e  in t e r im  period.  

MR. WGGINS: Thank you. 

MS. HOBSON: The o t h e r  gentleman. 

MR. JERNIGEN: (Of f i ce  of Consumer A f f a i r s ,  HEW) I am Kurt Jernigen.  

There has  been a l o t  of t a l k  t h i s  morning about t h e  b e n e f i t s  of p u b l i c  

i n t e r v e n t i o n  i n  l o c a l  u t i l i t y  proceedings. 

That i n t e r v e n t i o n  r e q l ~ i r e s  not  only money, b u t  i t  r equ i r e s  information.  

Y e t ,  FERC i s  p r e s e n t l y  cons ide r ing  a proposal  t o  s t o p  pub l i ca t ion  of t h e  

u t i l i t y  f u e l  c o s t  d a t a  t h a t  t h e  u t i l i t i e s  r e p o r t  on Form 423. Is t h i s  

no t  an i n c o n s i s t e n t  dec i s ion  on t h e  p a r t  of t h e  Commission? 

MR. MORDHAUS: It is not  i n c o n s i s t e n t  u n t i l  we adopt t h e  proposal.  

The proposa l  is  one t h a t  t h e  former Federa l  Power Commission i n i t i a t e d ;  

It is  one which has  some,'sup.port, f o r  i n s t ance ,  w i th in  t h e  Administrat ion.  

The A n t i t r u s t  D iv i s ion  of t h e  J u s t i c e  Department apparent ly  i s  suppor t ing  

t h e  proposal .  

I cannot say ,  a t  t h i s  p o i n t ,  how t h e  FERC i s  coming out ;  b u t . I  

should p o i n t  ou t  t h a t  t h e  mere f a c t  t h a t  we a r e  cons ider ing  i t  does not  

mean t h a t  w e  a r e  going t o  adopt it. 

MS. HOBSON: . -  , A l l  r i g h t .  We'll have t o  w a i t  t o  g e t  an answer t o  

t h a t  one. 

Yes, t h e  gentleman over here.  



MR. TAUBMAN: I am E l l i o t  Taubman, Nat iona l  Consumer Law Center  

of Boston. There were t h r e e  ques t i ons  t h a t  were on t h e  o r i g i n a l  l i s t  

of ques t ions .  I th ink  you might t r y  t o  make a  pre l iminary  s t a b , a t  

answering them. e hat was, t h e  l a s t  ques t i on  i n  Number 20 ,  which r e l a t e d  

t o  suppor t  f o r  coord ina t ion  of t h e  ERA I n t e r v e n t i o n  Of f i ce  wi th  l o c a l  

consumer c i t i z e n  groups and using. t h e  combined 'resources. ,  t o  be more 

e f f e c t i v e ,  perhaps,  i n  coord ina t ing  s t r a t e g y .  ' , . 

The o t h e r  ques t i on  was wi th  regard t o  abrupt  t e rmina t ion  i n  t h e  

Nat iona l  Energy Act. The c u r r e n t  v e r s i o n  of t h e  conference  r e p o r t  

r e q u i r i n g  -- 
MS.  HOBSON: You only,  get., one' queg tion,;  which one do you want t o  

. . 
p ick? '  

MR. TAUBMAN: I would pick t he  abrupt  t e rmina t ion ,  because 

t h a t  i s  t h e  -- 
MS. HOBSON: What is t h e  number?. 

MR. TAUBMAN: That i s  Number 35. 

MS. HOBSON: A l l  r i g h t .  Do you want t o  read t h e  ques t i on  and ge t  

i t  on the  record?  

MR. TAUBMAN: Number 35: "In l i g h t  of t h e  Congressional  conference 

agreement f o r  S t a t e s  t o  cons ider  procedures  which p r o h i b i t  abrupt  

t e rmina t ions ,  what procedures w i l l  DOE recommend t o  t h e  S t a t e s  t o  

implement t h i s  p rov i s ion  i f  i t  i s  s igned i n t o  law?" 



MR. BAUER: The f i r s t  th ing  t h k t  DOE w i l l  do i s  tr? to cons ide r  

a l t e r n a t i v e s  ; t h a t  .is; 'what motivated each so-cal led "abrupt terminat ion.  " 

Now, t h e r e  a r e  some s o r t  of a l t e r n a t i v e s  i n  t h e  way of s e c u r i t y  

'dep 'os i t s  t h a t  m i g h t  be. set u p ,  i n s t e a d  of .having t h e s e  k inds  of 

. .  . z .  

i n t e r r u ' p t i b * ~ ;  l a t e  pa'yment charges  of one k o r t  o r  another  t h a t  can be 

permi t ted ,  i n s t e a d  b f ,  aga in ,  simply execut ing  ' t h e  t e t m f n a t i o i ;  

extended payment agreements', f inanced  i n  some kind of . j o i n t  way between 

t h e  u t i l i t y '  arid. the,  ctiitomer, '  so '  t h a t  l i r e  and limb w i l l '  n o t  be' th rea tened  

imminently; customer in£  ormation. c r i t e r i a ' ;  meter ing c r i t e r i a ;  and s o  . 
' 

on. 

I. t h i n k  that '  t he '  cons ide ra t i on  t h a t  we 'would be wishing t o  'ensure . 

i n  regard  t o  t e rmina t ions  and l o c a l  i n t e r r u p t i o n s  is  t h a t ,  somehow, 
. , 

due is pre&r&'d;  t h k t  t h i s " j u s t  does no t  h a p p e n o f f  t h e  wa l l ,  

t h a t  people  would be  without  power; t h a t ,  i n  f a c t ,  i t  would become p a r t  
. . 

of an e x p l i c i t  p rocess  of d i scovery  and deba te  w i th in  t h e  l o c a l  pub l i c  

u t i l i t y  commission a s  t o  t h e  a c t i o n s  taken by a u t i l i t y  i n  t h e  event  

df . a '  customer's. i n a b i l i t y  o r  unwil l ingness  t o  pay f o r  t h e  c o s t  of 

t h e  s e r v i c e  t h a t  he  has  requi red .  
, .. 

The L l t ima te  dec i s ion  a s  t o  what would' be permi t ted '  o r  n o t  would - 
. . . . . .  

rest wi th" tha t  coliuniskicin's de te rmina t ion  on t h e  m e r i t ' s .  

. . 
MS. ' HOBSON: ' ' DO ydu want t o  f o l l o i '  up?" 

. . 



MR. TAUBMAN: I understand t h a t  the  due process considerat ion 

may be a matter  o f ' c o n s t i t u t i o n a l  law. Referred t o  the re  i n  t h e  

quest ion is a matter  of policy -- contrary ,  perhaps, t o  what the  gentle-  

man from Maryland was saying -- t h a t  you look a t  u t i l i t y  se rv ice  a s  

a bas ic  necess i ty  of l i f e  and, therefore ,  not  t o  be terminated unless 

t h e r e  r e a l l y  a r e  s t r i c t  safeguards. 

MS. HOBSON: Any f u r t h e r  comments from t h e  panel? 

MS. ROLLINS: . Y e s ,  I have a comment, E l l i o t .  

I have an advantage over Doug, a s  I know and have worked with you. 

My comment would simply be t h a t  I know, i n  pour r e s p o n s i b i l i t i e s  f o r  

represent ing  low-income consumers and working with t h e  l e g a l  se rv ices  

agencies,  you have.had q u i t e  a g r e a t  dea l  of experience i n  t h i s  area.  

We would hope . tha t  you would give us  some guidance. 

MR. TAUBMAN: Thank you. 

MS. HOBSON: Thank you very much. 

We w i l l  t ake  two more quest ions.  

The gentleman i n t h e . b a c k .  

MR. FOX: My name +s Howard Fox. I am with the  Consumer Advocacy .. 
and the  Energy Crunch. I a m  the  p ro jec t  coordinator.  That is a New 

York Statewide p ro jec t ,  funded. by the  Community Services Administration. 

Forgive m e  f o r  being a l i t t l e  conventional,  but  I heard, e a r l i e r  

i n  t h e  d iscuss ion t h i s  morning, t a l k  about the  f a c t  t h a t  wholesale 

e l e c t r i c  r a t e s  a f f e c t  only 20 percent  of the  r a t e s  set i n  the  country. 



I n  New York S t a t e ,  t h e r e  i s  a  p r o p o s a l  by t h e  seven  investor-owned 

u t i l i t i e s  t o  form a  j o i n t  h o l d i n g  company, known a s  "ESPRI," t h e  Empire 

S t a t e  Power Resources ,  I n c o r p o r a t e d .  

T h i s  j o i n t  h o l d i n g  company would, i n  t u r n ,  s e l l  power t o  i n d i v i d u a l  

u t i l i t i e s ,  a t  w h o l e s a l e  r a t e s ,  which would t h e n  d i s t r i b u t e  t h e  power 

t o  r e s i d e n t i a l  and i n d u s t r i a l  cus tomers ,  and s o  f o r t h .  

I f  t h a t  p r o p o s a l  were t o  be a c c e p t e d  -- and i t  i s  now pending 

b e f o r e  a  v a r i e t y  of S t a t e  and F e d e r a l  a g e n c i e s  and commissions,  t h e  

w h o l e s a l e  r a t e  between ESPRI and t h e  l o c a l  u t i l i t i e s  would be  s e t  

a t  t h e  n a t i o n a l  l e v e l ; .  by FERC, I assume. 

My q u e s t i o n  i s :  i n  v iew of t h e  Congress '  p o s i t i o n  on t h e  p r o p e r  

F e d e r a l  r o l e  i n  r a t e  making, what i s  your  p o s i t i o n  now -- any p a n e l i s t  -- 

on t h i s  k i n d  of  e n t e r p r i s e  by investor-owned u t i l i t i e s ?  

MR. NORDHAUS: Wel l ,  cou ld  you sha rpen  your  q u e s t i o n  up a  l i t t l e  

b i t ?  B a s i c a l l y ,  a r e g u l a t o r y  agency l i k e  o u r s ,  s i r , . t a k e s  th.e i n d u s t r y  

a s  i t  f i n d s  i t  and t r i e s  t o  r e g u l a t e  i t .  

It  h a s  a  f a i r l y  l i m i t e d  r o l e  a s  f a r  a s  t h e  q u e s t i o n  of s t r u c t u r e  

o r .  ownership of t h e  e n t i t i e s  w i t h i n  t h e  i n d u s t r y .  . 

I s  t h e  q u e s t i o n ,  "What would t h e y  do i £  they  . f i l e d  a  t a r i f f  w i t h  

us?" o r  "Are we g ~ i n g  t o  i n t e r v e n e  i n  Congress t o  t r y  t o  encourage 

o r  d i s c o u r a g e  t h i s  e n t e r p r i s e ? "  



MR. FOX: Well, i t  j u s t  seems, t o  me, t h a t  t h e  t a l k  t h i s  morning 

has  been p r e t t y  much along t h e  l i n e  t h a t  i t  i s  up t o  t h e  i nd iv idua l  

u t i l i t y  commissions t o  determine r a t e  po l i cy ,  and t h a t - y o u r  p o s i t i o n  i s  

an advisory  and o r ,  perhaps,  a ' l i t t l e  s t r o n g e r ;  bu t ,  i f  ESPRI i s ,  i n  

f a c t ,  approved, then -- a t  l e a s t ' w i t h  r e spec t  t o  New York S t a t e  -- 
. . 

a g r e a t  d e a l  of t he  rate-making a u t h o r i t y  w i l l  r e s t  on t h e  ~ e d e r a l  
. , . . 

l eve l .  

I t  would seem t h a t  t h e  S t a t e  would be l i m i t e d  i n  i t s  at tempt  t o  

implement any kind of r a t e  reform. 

MR. NORDHAUS: Well, f i r s t  of a l l ,  even i f  ESPRI were formed, t h e  

Commission would r e g u l a t e  only E S P R I ~ ~  wholesale  s a l e s .  

The s a l e s  a t  r e t a i l ,  t o  i n d i v i d u a l  consumers and t o  i n d u s t r i a l  

consumers, would cont inue  t o  be r egu la t ed  by t h e  S t a t e .  

There i s  a  p o s s i b i l i t y  t h a t  t h e  S t a t e  r e g u l a t i o n  would be l e s s  

e f f e c t i v e ,  i f  FERC's r e g u l a t i o n  of t he  ESPRI were not e i f e c t i v e ;  but 

FERC w i l l ,  we hope, be an e f f e c t i v e  r egu la to ry  body and w i l l  do a t  

l e a s t  as  good a  job a s  t he  New York S t a t e  Commission would do i f  ESPRI 

had been S t a t e  regula ted .  

MS. HOBSON: Sam, d id  you want t o  say anything about t h a t ?  

MR. HUGHES: I was j u s t  going t o  comment t h a t  I th ink  one would 

a lmos t .have  t o  cons ider  t h e s e  sources  o r  e f f o r t s  one a t  a  time. 
. . 



I am aware, f o r  example, t h a t ,  i n  t h e  Northwest, t h e r e  is  a somewhat 
. . 

s i m i l a r  movement, perhaps wi th  somewhat 'different  motivat ions the re .  

I t h i n k  M r .  Bardin r e f e r r e d  e a r l i e r  t o  t h e  h i s t o r i c  dependence 

of t h e  a r e a  on hydropower and t h e  growing sha re ,  now, of much higher- 

p r i ced  steam genera ted  power. Some of t h e  S t a t e s  i n  t h e  Northwest 

a r e  cons ider ing  l e g i s l a t i o n ,  some of i t  sponsored by the  p o l i t i c a l  

l eade r sh ip ,  t o  g lue  toge ther  what amounts t o  a p u b l i c  power body; 

a d i f f e r e n t  s e t  of motivat ions,  probably, than  t h e  New York S t a t e  one, 

b u t ,  i t  seems t o  me, aga in  i n d i c a t i v e  of t h e  complexity of both t h e  

machinery and t h e  m o t i v a t i o h  
. . 

W e  need t o  look one-at-a-time a t  these ,  t o  f i g u r e  out  what should 

be  done, what kind of advice  t h e  FERC might g ive ,  i f  i t  is i n  a p o s i t i o n  
. . .  

t o  g ive  advice ,  o r  r egu la t ion ,  i f  i t  is i n  a p o s i t i o n  t o  r egu la t e .  

MS. HOBSON: Thank you, Mr.  Fox. . . 

Is t h e r e , o n e  l a s t  ques t ion?  

Have a l l  ques t ions  been d e a l t  with? 

Y e s ,  sir. 

MR. SLATER: I am Stan  S l a t e r ,  V i r g i n i a  C i t i zens '  Consumer Council. 

The c o s t  of f o s s i l  f u e l  has  b a s i c a l l y  been s t a b i l i z e d ;  t h e r e f o r e ,  how 

can we e l i m i n a t e  t h e  f u e l  adjustment c lause?  What does DOE t h i n k  about 

t h i s ?  

MR. BAUER: I a m  s t r u c k  by your d iscovery  t h a t  t h e  p r i c e  of f o s s i l  

f u e l  has  s t a b i l i z e d .  



MR. SLATER: Bas i ca l l y ,  I s a i d .  

MR. BAUER: Maybe I do no t  know how you a r e  u s ing  "basical ly";  

b u t ,  f o r  example, i f  t h e  cu r r en t  c o a l  s t r i k e  s e t t l emen t  t h a t  has  been 

agreed to ,  bu t  now is o u t  t o  t h e  rank-and-file,  f o r  37-percent i nc reases  

i n  l abo r  r a t e s  were t o  t ake  p l ace ,  I t h i n k  t h a t  i t  is  inconce ivable  

t h a t ,  over t h e  term of t h a t  c o n t r a c t ,  t h e  p r i c e  of c o a l  is no t  l i k e l y  

t o  i nch  somewhat upward. 

MR. SLATER: You have taken t h a t  one po in t .  I am say ing  t h a t ,  

up t o  t h i s  p o i n t ,  we have found t h a t  t h e  p r i c e  -- i f  you check with 

t h e  c o a l  ope ra to r s ,  i f  you look  a t  t h e  c o s t  of o i l ,  i t  has b a s i c a l l y  

s t a b i l i z e d  a t  t h i s  po in t ;  y e t  we s t i l l  have huge f l u c t u a t l o n s  i n  our 

monthly b i l l s .  

MR. BAUER: Let  m e  t a l k  about two th ings .  F i r s t ,  i t  w i l l  be 

perhaps s t a b i l i z e d  f o r  b u t  one sh in ing  moment, and then i t  w i l l  s t a r t  

moving upward aga in ;  bu t  l e t  u s  assume t h e  p r e d i c a t e  and l e t  us  assume 

t h a t  i t  is  s t a b l e .  There is a  s t o r y  t o  be experienced i n  t h i s  country 

a f t e r  t h i s  c o a l  s t i k e ,  on t h e  p r i c e  of e l e c t r i c i t y  paid by f o l k s  i n  

t h e  Midwest who have been used t o  c o a l  and who have paid f o r  one 

tremendous amount of oi l -based e l e c t r i c i t y .  

The i n c a p a b i l i t y  of being a b l e  t o  have t h e  c o s t  a s soc i a t ed  w i th  

t h a t  emergency-bought power passed through t o  t hose  who had t h e  b e n e f i t  



would be c a t a s t r o p h i c  on t h e  u t i l i t i e s ,  n o t  j u s t  i n  t h e  Midwest, b u t ,  a s  

w e l l ,  i n  those  surrounding t h e  Midwest who have been c e n t r a l  i n  t h e  

a b i l i t y  t o  main ta in  s e r v i c e ,  q u a l i t y  s e r v i c e ,  t o  m i l l i o n s  of customers. 

The mechanism f o r  t h a t  is the  purchased power c lause .  With r e spec t  

t o  t h e  f u e l  adjustment c l ause ,  i t  s t r i k e s  m e  t h a t  t h e  de te rmina t ion  

t h a t  one would want t o  make on t h a t  is: i s  i t ,  i n  f a c t ,  t r u e '  t h a t  t h e  

c o s t s  passed through t o  t h e  customers were those  f u e l  c o s t s  which they 

accrued and was t h e r e  a reasonable  barga in ing  p roces s  by which those  

f u e l  c o s t s  were developed? 

MS.' HOBSON: Do you want t o  fo l l ow  up now? 

MR. SLATER: No. This  gentleman has something h e  wants t o  add. 

MR. HUGHES: No. We a r e  a l i t t l e  p a s t  12:00, which is our c l o s i n g  

t i m e .  I f  you were through, I was going t o  c l o s e  out.  

MS. HOBSON: Are you s u r e  t h a t  you d i d  no t  want t o  ask a followup? 

Were you going t o  say  something Bob? 

MR. NORDHAUS : It seems t o  me t h a t  t h e r e  a r e  some problems with 

t h e  f u e l  adjustment  c lause .  I th ink  t h e  f a c t  t h a t  those  problems e x i s t  

has  been r e f l e c t e d  i n  what Congress i s  doing i n  t h e  energy l e g i s l a t i o n .  

The t e n t a t i v e  conference agreement d i r e c t s  us ,  f o r  i n s t ance ,  t o  

re-examine our e n t i r e  po l i cy  with r e spec t  t o  f u e l  adjustment  c lauses .  

We would probably do t h i s  i n  any ca se ,  bu t  w e  w i l l  c e r t a i n l y  do  s o  i f  

t h e  l e g i s l a t i o n  becomes law. 



I th ink  what Doug i s  po in t ing  ou t  is  t h a t  t h e r e  a r e  c i rcumstances 
. . . . 

where very  good arguments can 'be made f o r  some t y p e  of e i t h e r  automatic  

pass-through o r  expedi ' ted r a t e  increase .  For example, t h e r e  may be 

ca se s  where a u t i l i t y  f aces  a ve ry  s t e e p  inc rease  e i t h e r  i n  i t s  purchased 
. , 

power o r  i n  t h e  c o s t  of f u e l s  i t  purchases.  
. . .  

The problem i s ,  I th ink ,  t o  des ign  a f u e l  adjustment c l a u s e  t h a t  
, , 

gives  t h e  u t i l i t y  some degree of p r o t e c t i o n  i n  thkse  circumstances,  

whi le  s t i l l  r e t a i n i n g  i n c e n t i v e s  f o r  i t  t o  purchase f u e l  economically 

and t o  use i t  e f f i c i e n t l y .  I th ink  t h a t  i s  t h e  t a s k  t h a t  Congress has  

d i r e c t e d  us t o  c a r r y  ou t ;  namely, t o  redes ign  a wholesale  f u e l  adjustment 

c l ause  i n  such a way a s  t o  c a r r y  ou t  t he se  ob j ec t ives .  

I n  add i t i on ,  i f  t he .  l e g i s l a t i o n  becomes law, t h e  S t a t e s  w i l l  have 

a s i m i l a r  ob l iga t ion .  

That i s  a l l  I have. 

MS. HOBSON: Thank you. 

MR. HUGHES: Thank you, a l l ,  f o r  your p a r t i c i p a t i o n  and your cour tesy  

here .  

I f  t h e r e  a r e  ques t i ons  which you have not  had a chance t o  ask ,  

we can make arrangements f o r  you t o  read  them i n t o  t h e  record ,  and we 

w i l l  answer them f o r  t h e  record.  

Once a g a i n , . t h a n k  you. Perhaps we w i l l  s e e  you i n  March. 



(Whereupon, t h e  fol lowing ques t i ons  were read i n t o  t he  record. 

See Appendix B of t h i s  t r a n s c r i p t  f o r  t he  answers t o  t he se  ques t ions . )  

QUESTION OF JOHN WEIDLEIN, NATIONAL HOMEOWNERS ASSOCIATION: 

Assuming you are an  i n d i v i d u a l  American homeowner wanting t o  

a c t i v e l y  h a l t  a proposed u t i l i t y  r a t e  i nc rease  t o  your home, what 

s t e p s ,  i n t e r v e n t i o n ,  would you t ake  t o  accomplish your goal?  

QUESTIONS OF RUTH CAPLAN, SIERRA CLUB, RATE STRUCTURE COMMITTEE: 

What a r e  DOE'S. c u r r e n t  long-range goa l s  wi th  r e spec t  t o  t h e  rate 
. . 

of growth i n  e l e c t r i c a l  demand? 

I n  what ways is DOE working t o  reduce t h e  e l e c t r i c a l  growth r a t e  

by means of r a t e  reform? 

The "Connecticut peak-~oad '  P r i c i n g  T e s t ,  F i n a l  Report,  " i s sued  

May 1977, and p a r t i a l l y  funded by FEA, shows t h a t  t h e  l a r g e s t  r e s i d e n t i a l  

u s e r s  increased  t h e i r  energy consumption wh i l e  reducing t h e i r  con t r ibu t ions  

t o  co inc iden t  system peaks. The r e p o r t  suggested t h a t ,  i n  t h e  long run, 

peak-load p r i c i n g  would encourage t h e  increased  use  of e l e c t r i c i t y .  

What p r i c i n g  mechanisms would DOE recommend t o  prevent  growth i n  

energy use  w i t h  a peak-load p r i c i n g  r a t e  s t r u c t u r e ?  

Is DOE s tudying  t h e  des ign  of i nve r t ed  r a t e s ,  s o  a s  t o  maximize 

energy conse rva t ion  w i t h i n  e x i s t i n g  u t i l i t y  revenue c o n s t r a i n t s ?  What 

recommendations have you developed i n  t h i s  regard? 
. . 



Does DOE have any p lans  t o  fund experimental  implementation of 

r a t e  s t r u c t u r e s  based on the  p r i n c i p l e  of marginal-cost p r i c i n g ,  where 

margin i s  def ined  a s  t h e  c u r r e n t  c o s t  of t h e  next u n i t ?  

A r e  any s t u d i e s  be ing  conducted of t h e  conserva t ion  p o t e n t i a l  of 

long-run incrementa l  c o s t  (LRIC) p r i c i n g  of e l e c t r i c i t y ?  

I n  what p i l o t  u t i l i t y  programs under T i t l e  I1 of ECPA i s  d i s t r i c t  

h e a t i n g  being promoted? 

Are any s t u d i e s  underway o r  planned t o  determine methods f o r  

encouraging cogenera t ion  by i n d u s t r i e s  and u t i l i t i e s ?  

QUESTIONS OF WILLIAM TUCKERMAN, WORCHESTER COMMUNITY ACTION COUNCIL, 
INCORPORATED, ENERGY PROJECT DIRECTOR: 

Does t h e  Department of Energy in t end  t o  assume a l eade r sh ip  r o l e  

i n  moving towards a more j u s t  d i s t r i b u t i o n  of t o t a l  energy c o s t s  through 

a r e s t r u c t u r i n g  of t h e  p re sen t  r a t e  s c a l e s ?  

Does t h e  Department of Energy in t end  t o  monitor t he  i n s u l a t i o n  

i n d u s t r y  t o  a s s u r e  t h a t  t h e  p u b l i c  can o b t a i n  s a f e  and e f f i c i e n t  

m a t e r i a l s  a t  a reasonable  cos t ?  

QUESTIONS OF RON LANOUE, STAFF ASSISTANT TO SENATOR 
CHARLES H. PERCY: 

W i l l  DOE i n t e r p r e t  t h e  s i z e  requirement t o  exclude s ingle-family 

dwel l ing  s i z e  systems, such a s  windmil ls  and pho tovo l t a i c  a r r a y s ?  



Under what circumstances w i l l  DOE prov,ide aid t o  p l a i n t i f f s ?  W i l l  

the aid involve .DOE intervention, funding or l ega l  and technical assistance? 

(Whereupon, a t  12:05 p.m., the hearing was closed.)  . 



Appendix A 

The fol lowing a r e  t h e  ques t i ons  submit ted by 'consumer and p u b l i c  
i n t e r e s t  groups p r i o r  t o  t h i s  b r i e f i n g  -- and t h e  answers t o  those  
ques t i ons  as researched  and prepared by approp.r ' iate Department of 
Energy program o f f i c e s .  . . 

QUESTION #1: Is i t  p o s s i b l e  t o  s t r u c t u r e  u t i l i t y  r a t e s  s o  t h a t  gene ra l  
c u t s  i n  us,age and i n d i v i d u a l  c u t s  i n  usage w i l l  r e s u l t  i n  
reduced b i l l s ?  Is i t  necessary t h a t  consumers be  caught 
i n  t h e  bind of having h igh  energy b i l l s  because they use 
energy- .or  havtng h igh  energy b i l l s  becadse t h e  companies 

, need revenue? 

ANSWER: The Department of Energy b e l i e v e s  t h a t  r a t e s  should be 

based on t h e  p r i n c i p l e s  of cos  t-of - se rv ice ,  e q u i t y  and 

e f f i c i e n c y  i n  t h e  product ion and use  of energy. Such 

r a t e s  w i l l  . b e s t  minimize t h e  c o s t  of providing elec-  

t r i c i t y  i n  t h e  long-run. 

I n . o r d 6 r  t o  answer t h i s  Question, wk mbat f i r s t  
. . .  

dis t in 'gu ish  b'etwebn f ixed  and v a r i a b l e  kos t s .  Fixed 
. . 

c o s t s  s u c h ' a s  d e p r e c i a t i o n  do not  vary  with t h e  usage 
. . 

l e v e l .  Var iab le  c o s t s  such a s  f u e l  c o s t s  w i l l  d e c l i n e  
$ .  

a s  usage dec l ines .  I n  t h e  long-run a l l  c o s t s  can be  

considered v a r i a b l e  s i n c e  t h e  u t i l i t y  can  a d j u s t  i t s  

c o n s t r u c t i o n  program t o  m e e t  t h e  new level of usage. . , 

I f  consumers use less energy, t h e  v a r i a b l e  c o s t s  of 
. . 

providing t h i s  s e r v i c e  w i l l  dec l ine .  However, t h e  f i x e d  
. . , , 

c o s t s  w i l l  not  immediately d e c l i n e  and t h e  f i x e d  c o s t s  
. . . . . ,  . . .  



pe r  kwh w i l l  r i s e  a s ' a  r e s u l t  of t h e  usage dec l ine .  This  

i s  a  short-run ,condi t ion .  I n  t h e  long-run, t h e  amount 

of f i x e d  i d a n t  can a l s o  be ad jus t ed  and a s  a  r e s u l t ,  

consumers w i l l  pay less f o r  t h e  energy they use i f  

they conseive t han  they w i l l  i f  t h e y ' d 0  no t  conserve. 

. .. . . .  

Somes types  of conserva t ion  w i l l  l ead  t o  g r e a t e r  

reduc t ions  i n  f i x e d  . c o s t s '  and 'hence, lower b i l l s .  

Reduced usage dur ing  peak per iods  i s  one example. DOE 

w i l l  encourage u t i l i t i e s  t o  s t r u c t u r e  r a t e s  s o  a s  t o  

provide i n c e n t i v e  t o  consumers t o  conserve i n  t h e  most 

c o s t  e f f e c t i v e  manner. 

QUESTION (2: Whet w i l l  be DOE'S p o s i t i o n  on lower r a t e s  f o r  b a s i c  
r e s i d e n t i a l  u se  when i n t e r v e n i n g  i n  a  l o c a l  r a t e  
s t r u c t u r e  case?  . ,Under  i t s  a u t h o r i t y  t o  p a r t i c i p a t e  
i n  S t a t e  , u t i l i t y  r egu la to ry  proceedings,  w i l l  DOE 
recommend l i f e l i n e  r a t e s ?  I f  so ,  what k ind?  I f  n o t ,  
why not?  What u t i l i t i e s  a r e  c u r r e n t l y  us ing  l i f e l i n e  
r a t e s  ( n a t i o n a l l y ) ?  What a r e . t h e  s p e c i f i c  l i f e l i n e  
r a t e  des igns  t h a t  a r e  being used o r  have been r e j e c t e d  
( n a t i o n a l l y ) ?  

ANSWER: I n  general,.DOE has supported t h e  adopt ion of cost-based 

r a t e  s t r u c t u r e s  i n  l o c a l  u t i l i t y  proceedings.  I n  cases  
. . 
where t h e  i s sue . . ha s  a r i s e n ,  our  i n v e s t i g a t i o n  has  shown 

reduced r a t e s .  f o r  b a s i c  r e s i d e n t i a l  u se  ,no t  t o  be j u s t i f i e d  

by t h e  unde r ly ing ' cos t s .  However, i f  i t  can be shown, i n  

s p e c i f i c  c i rcumstances,  t h a t  l i f e l i n e  r a t e  s t r u c t u r e s  



would b e ' c o n s i s t e n t  w i th  cost-based u t i l i t y  r a t e  making, 

then  DOE would suppor t  such a r a t e .  Whether DOE w i l l  

advocate  s u c h ' r a t e s , "  then ,  can  only 'be  determined i n  

l i g h t  of t h e  system c o s t  c h a r a c t e r i s t i c s  i n  s p e c i f i c  r a t e  

proceedings. Rates t h a t  s i g n i f i c a n t l y  d e p a r t  from t h e  

cost-of-service p r i n c i p l e  tend t o  undercut  b a s i c  n a t i o n a l  

energy ob jec t ives .  

L i f e l i n e  r a t e s  of some form have.been adopted t o  some 

e x t e n t  i n  n ine  S t a t e s  (hr i=ona,  ~ a l i f o r n i a ,  Colorado, 

D i s t r i c t  of Columbia, Georgia,  ~ l l i ~ o i s ,  Michigan, 

Pennsylvania,  and Rhode I s l and ) .  The s p e c i f i c  r a t e  

designs i n  e f f e c t  vary  cons iderably  nationwide, with some 

inc luding  a n  income test and o t h e r s  a f l e x i b l e  d e f i n i t i o n  

of "bas ic  r e s i d e n t i a l  use." C a l i f o r n i a  u t i l i t i e s ,  a lone ,  

f e a t u r e  more than  200 s e p a r a t e  l i f e l i n e  schedules.  

S imi l a r ly ,  a wide ' v a r i e t y  of l i f e l i n e  proposals  have been 

r e j e c t e d  from S t a t e  t o  S t a t e .  DOE i s  aware of no s i n g l e  

source  t h a t  documents each of t h e  s p e c i f i c  des igns  t h a t  

have been considered na t iona l ly .  

QUESTION #3: Have any s t u d i e s  been made t o  determine t h e  load f a c t o r  
of r e s i d e n t i a l  customers without  a i r  condi t ioning? O r  
e l e c t r i c  hea t ing?  

ANSWER: There c u r r e n t l y  a r e  two sources  of d a t a  r e l a t i n g  load 

f a c t o r  t o  appl iance  types.  The most comprehensive i s  



t h e  Annual Report of t h e  Load Research Committee of t h e  

Associat ion of Edison I l l umina t ing  Companies (AEIC). 

This. document con ta ins  'load s t u d i e s  performed, by member 

companies with regard t o  e l e c t r i c  a i r  condit ioning,  

e l e c t r i c  ho t  water ,  and e l e c t r i c  space heat ing.  I n  

add i t i on ,  AEIC and t h e  ~ l e c t r i c  Power Research ' I n s t i t u t e  

have j u s t  completed a  j o i n t  s tudy  of load f a c t o r s  f o r  

customers with h e a t  pumps. 

Load f a c t o r  s t u d i e s  a r e  a l s o  conducted by a  number of 

i nd iv idua l  u t i l i t i e s  which do not  r e p o r t  t h e i r  r e s u l t s  t o  

AEIC. . For example, t h e  Pub l i c  Serv ice  E l e c t r i c  and Gas 

Company of New J e r s e y  r ecen t ly  computed load f a c t o r s  f o r  

customers with and without  a i r  condi t ioning.  Toledo 

Edison has performed load  s t u d i e s  f o r  customers with hot  

water heat ing.  Unfortunately,  t h e s e  s t u d i e s  a r e  t y p i c a l l y  

not  made a v a i l a b l e  t o  t h e  gene ra l  publ ic .  

F ina l ly ,  DOE w i l l  publ i sh  t h e  r e s u l t s  of i t s  e l e c t r i c  

u t i l i t y  demonstration p r o j e c t s .  It is a n t i c i p a t e d  t h a t  

t hese  p r o j e c t s  w i l l  y i e l d  load  f a c t o r  d a t a  f o r  s e v e r a l  

types of r e s i d e n t i a l  customers. 



QUESTION # 4 :  What a r e  t h e  most s u c c e s s f u l  types  of equipment f o r  
measuring both demand and consumption f o r  purposes  

. o f  implementing peak-load p r i c i n g  for- each c l a s s  of 
customer? What a r e ' t h e  a c t u a l  cos t s '  of equfpment used i n  
implementing time-of-day r a t e s ,  i nc lud ing  i n s t a l l a t i o n  
and opera t ion?  What a r e  t h e  v a r i o u s  types  of f i nanc ing  
methods being used o r  proposed t o  f i n a n c e  time-of-day 
equipment and i n s t a l l a t i o n s ?  

ANSWER: Peak-load p r i c i n g  r e q u i r e s .  t h e  c a p a b i l i t y  t o  record  

:; '. .kwh consumption -- and p o s s i b l y  ki iowatt .demand -- d a t a  by 

'time-of-day . The fo l lowing  types  of meters a r e  p r e s e n t l y  

being used: 

( 1 )  2 o r  3 r e g i s t e r  "conventional" meter w i t h  t i m e  

c lock  o r  remote a c t i v a t i o n .  (Cannot measure kw 

demand. ) 

( 2 )  Magnetic t ape  recorder .  

(3)  Newly developed package us ing  ' 'conventional" meter 

with a s o l i d - s t a t e ,  programmable micro-processor. 

( 4 )  Two-way communication and c o n t r o l  system wi th  

remote meter ing c a p a b i l i t y .  
. . .. 

The c o s t s ,  of course ,  depend upon t h e  type of equipment 

used. The c o s t s  f o r  a m u l t i - r e g i s t e r  watt-hour meter 

range from approximately $60 t o  about  $200 p e r  meter f o r  

t h e  equipment alone. I n s t a l l a t i o n  and ope ra t i on  c o s t s  



may typically be comparable. to the equipment costs, . 
. . 

although insu f f iciint data is available to be con£ ident 
.. . 

of these estimates. - .. ' 

. I '  

In addition, the more co'mplex alternatives, ( 3 )  and (41 ,  

above, can provide increased flexibility,£or changing; 

rate structures in the future and.additiona1 benefits not 

ascribed specifically, to metering.. Thus, for instance, 

the component of costs assigned to metering for a $200 

per point'two-way system may be under $100. 

. . 

The magnetic tape recorder (2) costs approximately $500 

with high operating costs so it is clearly an uneconomical 

alternative except for large industrial or commercial 

customers. It should be noted that many of these users 

already have such metering installed. 

- . 

Two types of financing arrangements are generally 

, available to State regulatory authorities: 

, (1) utility-financed through normal regulated means, 

just as the cost of p,resent meters is financed, 

through inclusion in the utility's rate base. 



(2 )  Customer-financed with the incentives of reduced 

energy costs and possible tax benefits. If the 

utility has sufficient incentives built into its 

time-of-use rates, then the customer may choose to 

invest in equipment that aliows him to avail himself 

of the benefits of the rates. ~ i n a n c i n ~  may still 

be with the help of the utility and its periodic 

billing function. 

QUESTION # 5 :  What data are available concerning consumer behavior-- 
including energy conservation realized, shifting from 
peak and electricity of demand--as a consequence of 
time-of-day pricing? 

ANSWER: To date, DOE has performed preliminary statistical 

analysis of initial data submissions from DOE-sponsored 

demonstration projects in Arizona, Arkansas, Connecticut, 

Ohio, and Vermont. Most of these findings have been 

reported in the FEA publication entitled "Interim Report 

on Electric Utility Rate Design Proposals," February 

1977. Further, DOE is currently preparing to conduct, 

under contract, a comprehensive statistical and econo- 

metric analysis of data.from all of DOE'S electric rate 

demonstration projects. 

Generally, the findings to date reveal that residential 

customers, irrespective of'their level of consumption, 



respond . to  a  time d i f f e r e n t i a t e d  r a t e  by s h i f t i n g  t h e i r  

consumption from peak t o  non-peak per iods.  The f i nd ings  

have a l s o  suggested t h a t  s i g n i f i c a n t  -- non-zero -- p r i c e  

e l a s t i c i t y  of demand f o r  ki lowatt-hours  e x i s t s  i n  peak, 

off-peak and shoulder  per iods.  

I n  a d d i t i o n ,  a  number of i n d i v i d u a l  u t i l i t y  companies 

have undertaken s t u d i e s ,  on  t h e i r  own, i n v e s t i g a t i n g  

responses  t o  time-of-day r a t e s .  The r e s u l t s  of t h e s e  

s t u d i e s ,  however, a r e  not  gene ra l l y  a v a i l a b l e  a s  ye t .  

QUESTION 86: Does a  c o n s t r u c t i o n  work i n  p rog re s s  (CWIP) p rov i s ion  
i n  u t i l i t y  r a t e  s t r u c t u r e s  adequately appor t i on  c o s t s  t o  
consumers? For example, what b e n e f i t  do s e n i o r  c i t i z e n s  
r ece ive  from t h e i r  increased  r a t e s  i f  they a r e  dead by 
t h e  t i m e  th'e ' promised lower r a t e s  occur? 

ANSWER: The i n c l u s i o n  of c o n s t r u c t i o n  work i n  progress  (CWIP) i n  

t he  r a t e  base al lows ' the  u t i l i t y  t o  charge r a t epaye r s  

f o r  t he  i n t e r e s t  c o s t s  of the .  funds t i e d  up i n  new p l a n t  

under cons t ruc t ion .  The a l t e r n a t i v e  t o  CWIP account ing 

is  t o  c a p i t a l i z e  t he se  i n t e r e s t  charges ,  i.e., t o  add them 

t o  t h e  t o t a l  c o s t  of t h e  p l a n t  and t o  recover  them.over 

t he  s e r v i c e  l i f e  of t h e  f a c i l i t y .  This  method i s  known 

a s  Allowance of Fund Used During Cons t ruc t ion  (AFUDC). 



By i t s  very  na tu re ,  CWIP account ing cannot p r e c i s e l y  

charge power p l a n t  c a p i t a l  c o s t s  t o  consumers i n  d i r e c t  

p ropor t ion  t o  t h e  b e n e f i t s  rece ived  from t h e  p l an t .  The 

c a s e  of a  s e n i o r  c i t i z e n  who d i e s  before  p l a n t  completion 

i s  an extreme one, bu t  i t  does c l e a r l y  demonstrate t h e  

.point: Another source  of d i s to . r t i on  i n  c o s t  apport ion-  

.. . ment a r i s e s  from t h e  mob i l i t y  of our  modern s o c i e t y ,  i n  

which t y p i c a l l y  20 percent  of t h e  households change 

r e s idences  each yea r ,  about one-fourth of which a l s o  

change u t i l i t y  companies. Even i n  t h e  u n l i k e l y  ca se  of a  

consumer being served by t h e  same u t i l i t y  f o r  35 t o  40 

yea r s ,  equ iva l en t  t o  t h e  l i f e  cyc le  of a  nuc l ea r  o r  l a r g e  

f o s s i l . s t e a m  p l a n t  inc lud ing  c o n s t r u c t i o n  lead  t ime,  i t  

i s ' s t i l l  not  c l e a r  t h a t  he  would b e n e f i t  from CWIP 

account ing  except  under some very  r e s t r i c t i v e  assumptions 

about h i s  time va lue  of money and h i s  t iming of e lec-  

t r i c i t y '  usage. 

Proponents of CWIP po in t  ou t  t h a t  it improves t h e  

f i n a n c i a l  p o s i t i o n  of t h e  u t i l i t y ,  i nc reas ing  i n t e r n a l l y  

genera ted  cash flow, l ead ing  t o  improved coverage r a t i o s  

and a  decreased r e l i a n c e  on e x t e r n a l  f inancing.  The 

res .u l t  is  a  decrease  i n  t h e  c a p i t a l  c o s t s  incur red  by 



t h e  u t i l i t y ,  producing s a v i n g s  which may u l t i m a t e l y  
- 

b e n e f i t  some r a t e p a y e r s .  Although r a t e s  w i l l  be  h i g h e r  

i n  t h e  n e a r  t e rm i f  CWIP i s  i n c l u d e d  i n  t h e  r a t e  base ,  
. . 

proponen t s  a rgue  t h a t  r a t e s  w i l l  be lower i n  t h e  f u t u r e .  
. . 

Opponents of  CWIP accoun t ing  a r g u e  t h a t  i t . i s  i n e q u i t a b l e  

t o  charge  c u r r e n t  cus tomers  t h e  c o s t  of p r o v i d i n g  f u t u r e  

. . s e r v i c e ,  which may be of. l i t t l e . o r  .no b e n e f i t  t o  them. 

I n  a d d i t i o n ,  they  a r g u e  t h a t  a l l o w i n g  a  u t i l i t y  t o  e a r n  

a  p r o f i t  on p l a n t  b e f o r e  i t  i s  completed e l i m i n a t e s  

impor tan t  d i s i n c e n t i v e s  t o  t h e  c o n s t r u c t i o n  of  unneeded 

c a p a c i t y .  F i n a l l y ,  i t  i s  a s s e r t e d  t h a t  t h e  c a p i t a l  

market  i s  a  more economical ly  e f f i c i e n t  v e h i c l e  f o r  

r a i s i n g  inves tment  funds  t h a n  r e q u i r i n g  t h e  r a t e p a y e r s  t o  

become i n v o l u n t a r y  i n v e s t o r s  i n  t h e i r  u t i l i t y  company. 

Based on c a r e f u l  c o n s i d e r a t i o n  of a l l  t h e s e  arguments,  i n  

1977 t h e  F e d e r a l  Power Commission dec ided  o n l y  t o  pe rmi t  

CWIP accoun t ing  f o r  p o l l u t i o n  c o n t r o l  and c o a l  c o n v e r s i o n  

. e x p e n d i t u r e s .  

The DOE i s  c u r r e n t l y  s t u d y i n g  t h i s  complex i s s u e  f u r t h e r .  



QUESTION # 7 :  When i t  i n t e r v e n e s  i n  S t a t e  r egu la to ry  commission 
e l e c t r i c i t y  r a t e  s e t t i n g  o r  r a t e  s t r u c t u r e  cases ,  w i l l  
t h e  Department support :  

. a. t h e  a b o l i t i o n  of r e s i d e n t i a l  customer charges;  

, b. mandatory r e s i d e n t i a l  time-of -day p r i c i n g ;  

c. o p t i o n a l  r e s i d e n t i a l  time-of-day p r i c i n g ;  

d. i n v e r t e d  r a t e s ?  I f  s o  why? I f  no t ,  why no t?  

e. p e n a l t i e s  f o r  excess  gene ra t i ng  capac i ty  and 
a s s o c i a t e d .  over -cons t ruc t ion  .of gene ra t i ng  p l a n t ;  , , 

f .  c o n s t r u c t i o n  of r e l a t i v e l y  sma l l  gene ra t i ng  p l a n t  
t o  p repa re  more f l e x i b l y  f o r  v a r i a t i o n s  i n  load 
growth? 

ANSWER: a. Abo l i t i on  of r e s i d e n t i a l  customer charges.  

I n  provid ing  s e r v i c e  t o  a  customer, a  u t i l i t y  i n c u r s  a  

number of c o s t s  t h a t  ( a )  do not  vary  a s  a  f u n c t i o n  of 

energy use,  (b )  occur c l o s e  t o  t h e  customer end of t h e  

u t i l i t y  system, and ( c )  a r e  r e a d i l y  a s s ignab le  t o  a  g iven  

customer o r  customer c l a s s .  Examples of such c o s t s  a r e  

"drop l i n e s , "  meters, meter read ing ,  and b i l l i n g .  These 

c o s t s  a r e  g e n e r a l l y  r e f e r r e d  t o  a s  "customer c o s t s , "  and 

c o n s t i t u t e  a l e g i t i m a t e  c o s t  category.  Cons is ten t  wi th  

t h e  p r i n c i p l e  of bas ing  rates upon c o s t s ,  customers 

should be charged those  customer c o s t s  f o r  which they a r e  

respons ib le .  DOE would a l s o  recommend t h a t  such charges 

be s e p a r a t e l y  i d e n t i f i e d  on t h e  customers b i l l .  



b. & c. R e s i d e n t i a l  time-of-day p r i c ing .  

It is not  clear whether mandatory time-of-day p r i c i n g  i s  

a p p r o p r i a t e  f o r  sma l l  r e s i d e n t i a l  customers, s i n c e  t h e  

c o s t  of s p e c i a l  meter ing might o f f s e t  t h e  sav ings  a t  low 

usage l e v e l s .  Theref o r e ,  DOE has  no t  advocated mandatory 

time-of-day r a t e s  f o r  sma l l  r e s i d e n t i a l  users .  The 

implementation of such r a t e s  would gene ra l l y  b e  cost-  

e f f e c t i v e  f o r  l a r g e r  r e s i d e n t i a l  u s e r s  (say,  t hose  

averaging more than 1000 kwh pe r  month dur ing  t h e  peak 

season) .  For sma l l e r  u se r s ,  o p t i o n a l  time-of-use r a t e s ,  

however, may b e  .appropriate .  

d. I nve r t ed  rates. 

Inve r t ed  r a t e  s t r u c t u r e s  would i n c r e a s e  pe r  u n i t  k i lowat t -  

hour charges  f o r  succes s ive ly  h igher  consumption l e v e l s .  

There is l i t t l e  evidence, however, t h a t  i nve r t ed  r a t e s  

a c c u r a t e l y  r e f l e c t  t h e  c o s t  of providing u t i l i t y  s e rv i ce .  

I n  such ca se s ,  DOE would t h e r e f o r e  not  support  t h e  

adopt ion  of r a t e s  of t h i s  form. Although inve r t ed  r a t e s  

tend t o  encourage conserva t ion  on t h e  p a r t  of t he  l a r g e r  

u se r s ,  they would s i m i l a r l y  encourage g r e a t e r  consumption 

by sma l l e r  users .  They a r e  a l s o  l i k e l y  t o  i n c r e a s e  t h e  

use of competing f u e l s  such as o i l  -- p a r t i c u l a r l y  i f  



larger'users are driven to self-generation. The possible 

impact of inverted rates in causing deterioration of 
. . .  

electric utility load factors, by penalizing many 
. . 

customers whose loads have a relatively favorable load 

facto;' impact, must also be considered. 

. :  . . e. ' Excess .capacity penalties. 

Excess capacity on a.utility system or cost overruns 

. . . 'incurred by a utility in plant construction are not 

. . . .necessarily nor always the fault of an electric utility 

company. Unforeseen circumstances or contingencies, 

cilstomer -conservation, economic recession, double-digit 

. inflation can all be responsible for these circumstances. 

. .It would th'erefore seem unfair to penalize a utility for 

. .planning capacity additions which prove to be unnecessary 

due to unforeseen circumstances or where the regulatory 
. . . . . 

. commi.ss.ion oversees and approves capacity expansion. 

.On the other hand, capacity expansion and particular " .  

. construction programs are in many instances uniquely 

subject to the control of the utility. In these 

instances it may be appropriate to consider penalties or 

alternative: regulatory treatment which would assign the 

additional or' unnecessary costs on construction to the 

utility shareholder. 



. . 
f .  sma l l e r  genera t ing  p l an t s .  

The i n t e r e s t s  of t h e  n a t i o n  and t h e  i n d i v i d u a l  consumer 

a r e  b e s t  served by opt . imally-ut i l ized e f f i c i e n t  baseload 

p lan ts .  This  r e q u i r e s  c a r e f u l  load . fo recas t ing ,  load 
. . 

management, and some mix of l a r g e .  and . sma l l e r  p l a n t s  is  

ind ica t ed  under most circumstances.  DOE would not a t  

t h i s  time advocate a  heavy r e l i a n c e  on sma l l e r  u n i t s  

- . un le s s  economically j u s t i f i e d . ,  1 n . r e c e n t  years ,  sma l l  

generaking p l a n t s  have general ' ly  b e e n . l e s s  e f f i c i e n t  than 

. . l a r g e r  u n i t s ,  and f e a t u r e  high, running cos t s ,  and tend t o  

- .  . . burn the  wrong. f u e l s  ( o i l  o r  ,gas). However, where t h e  

. . smal le r  u n i t s  r e l y  on .renewab,le. .or a l t e r n a t i v e  energy 

. . forms o r  a r e  ec'onomically j u s t i f i a b l e  ' cons is ten t  with 

n a t i o n a l  energy goa ls ,  DOE w i l l  support  such p l an t s .  

QUESTION #8: 

ANSWER: . 

What information regarding costs-of-service w i l l  FERC 
-recommend be gathered by u t i i i t i e s  and made a v a i l a b l e  t o  
t he  publ ic?  

It would be premature t o  respond f u l l y  t o  t h i s  ques t ion  

a t  t h i s  time.. The DOE requirements f p r  ga ther ing  and 

r epor t ing  cost-of-service information is l i k e l y  t o  have a 

s ign i f i can . t  impact on u t i l i t y  r e g u l a t i o n ,  and t h e s e  

requirements w i l l  be c a r e f u l l y  developed, with f u l l  

opportuni ty f o r  pub l i c  comment. 



It is reasonable  t o  assume, however, t h a t  t h e  requirements  

might r e q u i r e  a t  l e a s t  t h e  fol lowing informat ion  f o r  each 

covered e l e c t r i c  u t i l i t y :  

o ' t o t a l  c o s t s ,  c u r r e n t  yea r ,  by c o s t  category 

I + 

o . t o t a l  c o s t s ,  f u t u r e  test  year, .  by c o s t  ca tegory  

o system load curves (annual ,  monthly, d a l l y )  

o ' load du ra t i on  curves wi th  bu lk  power supply 

(d i spa t ch  o f '  s t r a t e g y ,  purchased power) 

o sys  t e m  lambda (short-run marginal  running c o s t s )  

o ten-year  demand f o r e c a s t  and capac i ty  p l an  

o customer ( o r  c l a s s )  load  curves,  s a l e s ,  

revenues,  number 

o method of a l l o c a t i n g  each c o s t  ca tegory  t o  each 

customer ( o r  c l a s s )  

o d e f i n i t i o n  of each customer c l a s s  

o e x i s t i n g  r a t e  schedules  

o t h e  d e s i r a b i l i t y  of a l t e r n a t i v e  r a t e  forms 



This  in format ion  would enable  DOE, and i n t e r e s t e d  

t h i r d  p a r t i e s  -- t h e  information w i l l  be a v a i l a b l e  t o  

t h e  p u b l i c  -- t o  make a  reasonable  de te rmina t ion  about  

cost-of-service ( f o r  t h e  system and each customer 

c l a s s ) ,  about  any c ros s - c l a s s  subs id i e s ,  and about  t h e  

d e s i r a b i l i t y  of time-of-use rates. 

QUESTION #9: L i s t  a l l  u t i l i t i e s  t h a t  now have load management programs 
i n  e f f e c t  and i n d i c a t e  t h e  load growth experienced f o r  
each dur ing  t h e  ex i s t ence  of t h e  program. 

ANSWER: Load management programs of one form o r  another  have 

been put  i n t o  e f f e c t  by a  number of U.S. u t i l i t i e s .  I n  

a  broad sense ,  load  management involves  shaping t h e  

loads -- t o  f l a t t e n  ou t  t h e  peaks and v a l l e y s  of such load 

p a t t e r n s  -- presented  t o  a u t i l i t y ' s  gene ra to r s  by: 

o  d i r e c t  methods (e.g., u t i l i t y  load  c o n t r o l ,  

i n t e r r u p t i b l e  i n d u s t r i a l  c o n t r a c t s )  

o  i n d i r e c t  methods (e.g., customer response t o  

innovat ive  rate des ign ,  conserva t ion ,  vo luntary  

modi f ica t ion  of use p a t  t e r n s ,  and customer-owned 

s t o r a g e  devices )  

o  supply management (e.g., uti l i ty-owned s t o r a g e  

devices ,  pumped hydro, i n t e r connec t ion  and pool ing) .  



In  t h e  p a s t ,  most u t i l i t i e s  managed l d a d i  i n  some 

r e spec t s  us ing  methods such a s  time switch c o n t r o l  of 

water  h e a t e r s ,  i n t e r r u p t i b l e  i n d u s t r i a l  c o n t f a c t s  and 

power pool ing and in te rconnect ion .  S t i l l ,  i n  t h e  decade 

ending wi th  t h e  o i l  embargo (1963-1973), t h e  annual rate 
. . 

of peak growth exceeded kwh growth by 0.7 percentage 

po in t s .  (8.0 percent  f o r  peaks ve r sus  7.3 percent  f o r  

kwh). 

Nat iona l ly ,  annual load  f a c t o r  ( t h e  r a t i o  of average load 

t o  peak load)  decreased from'65.3% i n  1967 t o  61.2% i n  

1974, and increased  s l i g h t l y  t o  61.4% i n  1975 and 62.6% 

i n  1976. ,Although t h e s e  years  p a r t l y  r e f l e c t  depressed 

economic growth, they  a l s o  r e f l e c t  increased  emphasis on 

load management such a s  increased  conserva t ion ,  more 

u t i l i t y  c o n t r o l  of load  and increased  i n t e r e s t  i n  time- 

of-use pr ic ing .  

Although a number of u t i l i t i e s  have implemented load 

management programs, t h e r e  is  no s i n g l e  compilat ion of 

such programs now ava i l ab l e .  The fol lowing a r e  e s t ima te s  

of peak reduct ions  achieved by some s p e c i f i c  u t i l i t y  

a c t i o n s  i n  1977. 



o Buckeye Power (Ohio): 3.5 percent  by c o n t r o l l i n g  

r e s i d e n t i a l  water  h e a t e r s ;  

o  Cobb County (~4'. ) E l e c t r i c  Membership Cooperative: 

15 percent  by c o n t r o l l i n g  r e s i d e n t i a l  c e n t r a l  a i r  

cond i t i one r s ;  

o  D e t r o i t  Edison: 2  percent  by c o n t r o l l i n g  r e s i d e n t i a l  

water  hea t e r s .  

Since t h e r e  a r e  over 3,000 U.S. u . t i l i t i e s ,  a  l i s t  of 

load management programs i n  e f f e c t  a t  each would be . 

d i f f i c u l t  t o  compile. However, t he  fol lowing a r e  

r e p r e s e n t a t i v e  of important d i r e c t  load con t ro l  develop- 

ments : 

o Cobb County EMC, a l ready  c o n t r o l l i n g  some c e n t r a l  

a i r  cond i t i one r s  by r ad io ,  w i l l  be adding c o n t r o l  of 

2,000 more a i r  cond i t i one r s  and 4,000 water  h e a t e r s  i n  

o  ' Ohio Coops a r e  committed t o  c o n t r o l l i &  36,000 water  

h e a t e r s ,  o r  90% of those i n  s e rv i ce .  



o F lo r ida  Power Corporat ion and F l o r i d a  Power and 

Light  a r e  t e s t i n g  c e n t r a l  c o n t r o l  of r e s i d e n t i a l  a i r  

condi t ioners  . 
o Appalachian E l e c t r i c  ~ o w e r ' i s  i n i t i a t i n g  r a d i o  c o n t r o l  

of a i r  cond i t i one r s  ($5/mo. i ncen t ive )  and hea t ing  

($lO/mo. i ncen t ive ) .  

o  Wisconsin Power and ~ i ~ h t  is undertaking c o n t r o l  of 

commercial a i r  condi t ioners .  

o  YW E l e c t r i c  Associat ion (Colorado) is c o n t r o l l i n g  

i r r i g a t i o n  pumping. 

QUESTION 810: Is t h e r e  a  way t o  b u i l d  f u e l  loan  programs i n t o  u t i l i t y  
r a t e  s t r u c t u r e s ?  Programs such a s  Spec ia l  Crisis 
In t e rven t ion  and f u e l  loans  through CSA a r e  h i t  o r  miss 
as f a r  as any p a r t i c u l a r  consumer is concerned, they 
a r e  sporadic  and unpredic tab le  a s  t o  occurrence and 
administratively~cumbersome. Might i t  be b e t t e r  t o  b u i l d  
subsidy programs '(from gene ra l  government rate s t r u c t u r e )  
i n t o  t h e  r a t e  s t r u c t u r e  by al lowing a p p l i c a t i o n  and 
approval  more e a s t l y  through u t i l i t y  companies? 

ANSWER: It is- extremely d i f f i c u l t  t o  i nco rpora t e  d i r e c t  loan 

programs t o  cover u t i l i t y  b i l l s  i n t o  r a t e  s t r u c t u r e s .  

The Spec ia l  Crisis In t e rven t ion  Program (SCIP) and 

o t h e r  CSA programs have For a v a r i e t y  of reasons had 

i n s u f f i c i e n t  funds t o  meet t h e  needs of a l l  u t i l i t y ,  

hea t ing  o i l  and propane.customers who have had 



d i f f i c u l t y  i n  meeting r i s i n g  energy cos t s .  Programs 

which inc lude  t h e  v a r i o u s  c o s t s  of wea the r i za t i on  

programs have been and a r e  being considered i n  many S t a t e  

j u r i s d i c t i o n s .  

In  a d d i t i o n ,  a s  with any form of subsidy incorpora ted  i n  

u t i l i t y  r a t e  s t r u c t u r e s ,  a  program of t h i s  n a t u r e  poses 

t h e  problem of depa r t i ng  from cost-of-service p r i c i n g  

p r i n c i p l e s ,  whi le  a t  t he  same t i m e  a t tempt ing  t o  meet . the 

e q u i t i e s  of a l l  consumers. 

QUESTION {I l l :  What i s  t h e  Department's recommended method of long-term 
e l e c t r i c i t y  peak-load growth f o r e c a s t s ?  

ANSWER: The problem of f o r e c a s t i n g  long-term e l e c t r i c i t y  peak-load 

growth is a  complex one. Due t o  t h e  long lead  t i m e s  f o r  

coa l  and nuc l ea r  p l a n t s ,  i t  is necessary  t o  f o r e c a s t  load  

twelve t o  f i f t e e n  y e a r s  i n  t h e  fu tu re .  The d i f f i c u l t y  of 

f o r e c a s t i n g  twelve t o  f i f t e e n  yea r s  i n  t he  f u t u r e  is 
" 

coupled wi th  t h e  l a c k  of knowledge about consumer r e a c t i o n  

t o  f u t u r e  r a t e  reform and conse rva t ion  measures. For 

t he se  reasons,  long-term f o r e c a s t i n g  i s  s t i l l  an a r t  

r a t h e r  than a  sc ience .  No s i n g l e  "best" method e x i s t s .  

I n  gene ra l ,  d e c i s i o n  makers must dec ide  on t h e  b a s i s  of 

a  number of d i f f e r e n t  methods. Many r a t e  experiments 



are being i n i t i a t e d  by i n d i v i d u a l  u t i l i t i e s .  As  t h e  

r e s u l t s  of t h e s e  experiments a r e  analyzed toge the r  w i t h  

an a n a l y s i s  of l o c a l  demographic, economic and weather 

condi t ions ,  t h e  u t i l i t i e s  w i l l  be i n  a  p o s i t i o n  t o  

d i sce rn  l o c a l  t rends .  These l o c a l  condi t ions  toge the r  

with a  n a t i o n a l  economic out look should be used i n  

f o r e c a s t i n g  peak-load growth. 

I n  a d d i t i o n ,  DOE i s  now conduct ing a survey of c u r r e n t  

modeling p r a c t i c e s  used t o  f o r e c a s t  S t a t e - l eve l  

e l e c t r i c i t y  demand. Based i n  l a r g e  p a r t  on t h e  r e s u l t s  

of t h i s  survey,  DOE hopes t o  make a v a i l a b l e  one o r  more 

demand f o r e c a s t i n g  models t o  S t a t e  u t i l i t y  commissions. 

A f i n a l  r e p o r t  desc r ib ing  t h e  r e s u l t s  of t h i s  research  

w i l l  a l s o  be made a v a i l a b l e  t o  a l l  i n t e r e s t e d  p a r t i e s  i n  

t h e  near  fu tu re .  

QUESTION U12: What c r i t e r i a  o r  methodology w i l l  t h e  Federa l  Energy 
Regulatory Commission (FERC) use  t o  determine whether 
o r  not  a  r a t e  such a s  time-of-day i s  c o s t - j u s t i f i e d ?  
S p e c i f i c a l l y ,  how w i l l  t h e  FERC t a k e  account of t h e  
manner i n  which c o s t s  of producing e l e c t r i c i t y  change 
wi th  increments of ou tput  o r  phys i ca l  capac i ty  i n  
developing t h e  Federa l  advisory gu ide l ines?  I n  computing 
t h e  costs-of-service f o r  t he  purpose of developing r a t e  
s t r u c t u r i n g  s t anda rds ,  what c o s t s  does FERC be l i eve  
should be included,  which excluded, and w i l l  FERC propose 
t h a t  average o r  replacement ( i .e . ,  marginal)  c o s t s  b e  
r e f l e c t e d  i n  computing r a t e s ?  W i l l  t h e s e  g u i d e l i n e s  be . 
designed such t h a t  r a t e s  w i l l  a c t u a l l y  r e f l e c t  marginal  
product ion c o s t s ?  



ANSWER: It would be premature t o  respond f u l l y  t o  t h i s  ques t ion  

a t  t h i s  time. I n  genera l ,  however, a rate w i l l  be 

considered c o s t  j u s t i f i e d  i f  it accu ra t e ly  r e f l e c t s  

independently v e r i f i e d  cost-of-service information 

submi t , ted t o  DOE. 

The gu ide l ines  w e 1  probably suggest  t h a t  va r ious  

approaches inc luding  short-run ( p l a n t  c o s t s  f i x e d )  

and long-run (p l an t  c o s t s  v a r i a b l e )  imp l i ca t ions  of 

e l e c t r i c i t y  usage, a t  d i f f e r e n t  t imes of t h e  year  and 

day, should be considered i n  r a t e  making. The gu ide l ines  

w i l l  l i k e l y  a l s o  suggest  t h a t  j o i n t  (capac i ty)  c o s t s  

. . should be heavi ly  a l l o c a t e d  t o  peak per iod  use r s ,  t o  t h e  

e x t e n t  t h a t  capac i ty  expansion is  d i c t a t e d  by peak period 

consump t ion .  

It is un l ike ly  t h a t  t h e  gu ide l ines  w i l l  suggest  t h a t  

I u t i l i t i e s  should recover  more than  t h e  revenue requirement 

I under t r a d i t i o n a l  cost-of-service procedures e i t h e r  f o r  

t o t a l  s e r v i c e  o r  f o r  any ' c l a s s ( e s )  of customers. 

 QUESTION'#^^: What measures w i l l  t h e  Department t ake  t o  a s s u r e  t h a t  
t h e  e leven  rate-making gu ide l ines  s e t  f o r t h  i n  H.R.' 4018 
w i l l  be "considered" by t h e  non-regulated Federa l  
u t i l i t i e s ?  



ANSWER: A t a s k  f o r c e  has been e s t a b l i s h e d  w i t h i n  DOE t o  develop 

r u l e s  and r e g u l a t i o n s  concerning t h e  a p p l i c a t i o n  f o r ,  and 

conf i rmat ion  o f ,  r a t e s  f o r  e l e c t r i c i t y  s o l d  by pub l i c  

power p r o j e c t s .  U n t i l  t h e s e  a r e  developed, a  d e t a i l e d  

response t o  t h i s  ques t i on  cannot be  given;  however, i n  

t h e  development of t he se  r u l e s  and r egu la t i ons  considera-  

t i o n  w i l l  be g iven  t o  t h e s e  gu ide l ines .  

QUESTION #14: Could you d e s c r i b e  i n t e r v e n t i o n  p lans ,  i f  any, i n  
proceedings involv ing  n a t u r a l  gas  u t i l i t i e s ?  W i l l  DOE 
suppor t  incremental  . p r i c i n g  of n a t u r a l  gas  be fo re  FERC 
and S t a t e  r egu la to ry  agenc ies?  

ANSWER: To d a t e ,  DOE has  p a r t i c i p a t e d  i n  s e v e r a l  proceedings 

involv ing  gas  d i s t r i b u t i o n  u t i l i t i e s .  However, p l ans  f o r  

f u r t h e r  i n t e r v e n t i o n  a c t i o n s  with regard  t o  n a t u r a l  gas  

u t i l i t i e s  have not y e t  been formulated. Whether DOE w i l l  

support  incrementa l  p r i c i n g  of n a t u r a l  gas  be fo re  FERC o r  

t h e  S t a t e  r egu la to ry  agenc ies ,  then ,  h a s  y e t  t o  be 

determined. 

QUESTION #15: Inasmuch a s  t h e  Nat ional  Energy Plan c a l l s  f o r  p r i c i n g  
energy a t  i ts  replacement c o s t  ( i . e . ,  a t  i t s  marginal  o r  
long-run incremental  c o s t ) ,  what s t e p s  w i l l  t h e  s e v e r a l  
components of t h e  DOE t ake  t o  promote t h e  r e s t r u c t u r i n g  
of e l e c t r i c i t y  r a t e s  t o  conform wi th  t h a t  p r i n c i p l e ?  
(How does DOE d e f i n e  marginal-cost p r i c ing? )  



ANSWER: The Nat iona l  Energy P lan  c a l l s  f o r  s e t t i n g  r a t e s  which 

r e f l e c t  t h e  cost-of-service.  Cost-of-service based 

p r i c i n g  r e q u i r e s  t h a t  p r i c e s  be  set high enough t o  cover  

t h e  c o s t  of p rovid ing  e l e c t r i c i t y  t o  t h e  customer and 

t h a t  t h e  r a t e  s t r u c t u r e  r e f l e c t  t h e  r e l a t i v e  d i f f e r e n c e s  

i n  c o s t s  t h a t  d i f f e r e n t  customers impose on t h e  system. 

Cost-of-service p r i c i n g  p r i n c i p l e s  can be  met by many 

d i f f e r e n t  p r i c i n g  methods. It i s  no t  t h e  d e s i r e  of 

t h e  Department of Energy t o  r e q u i r e  "marginal" c o s t  o r  

"long-run incremental"  c o s t  p r i c i n g  be implemented. 
. . 

(Marginal-cost p r i c i n g  r e f e r s  h e r e  t o  a system of p r i c i n g  

e l e c t r i c i t y  on  t h e  b a s i s  of t h e  c o s t  of producing an  

incremental  u n i t  of. power a t  any one time.) 

Although economists ag ree  on a t h e o r e t i c a l  b a s i s  t h a t  

11 marginal" c o s t  p r i c i n g  l eads  t o  t h e  most e f f i c i e n t  

a l l o c a t i o n  of' resources ,  t h i s  method of p r i c i n g  has  

s e r i o u s  p r a c t i c a l  l i m i t a t i o n s .  F i r s t ,  t h e r e  is  t h e  

prob,lem of d e f i n i n g  and measuring marginal  cos t s .  

S.econdly, s i n c e  "marginal" c o s t s  o r  long-run incremental  

c o s t s  exceed average c o s t s ,  t h e  u t i l i t y  w i l l  e a r n  more 

than t h e  allowed r a t e  of r e tu rn .  Since i t  is not  t h e  

i n t e n t  of DOE t o  have the  u t i l i t i e s  e a r n  more than  a f a i r  



r a t e  of r e t u r n ,  t h e  problem of "excess revenue" arises. 

There is no consensus on the  s o l u t i o n  t o  t h e  excess  

revenue problem a t  t h i s  time. 

Due t o  t h e s e  p r a c t i c a l  l i m i t a t i o n s ,  DOE w i l l  not  r e q u i r e  

t h a t  r a t e s  be  set t o  r e f l e c t  marginal  c o s t s  b u t  w i l l  

encourage t h e  design of r a t e  s t r u c t u r e s  which r e f l e c t  

cost-of-service p r inc ip l e s .  Marginal-cost p r i c ing  i s  one 

type of cost-of-service r a t e  and DOE nay l a t e r  entourage 

t h i s  type of r a t e  s t r u c t u r e  a f t e r  t he  d e f i n i t i o n a l  

problems and "excess revenue1' problems have been worked 

out.  

QUESTION #16: What can DOE do t o  a s su re  t h a t  t h e  l a r g e  Federal  power 
genera t ing  and marketing systems (Bonneville Power 
Administrat ion,  Southeastern Power Administrat ion,  e t c . )  
w i l l  p lay  a l eade r sh ip  r o l e  i n  load management techniques 
and marginal-cost accounting methodology? I n  superv is ing  
t h e s e  systems, what p o l i c i e s  and processes  w i l l  DOE 
pursue t o  promote energy conserva t ion  e f f i c i e n t  resource 
u t i l i z a t i o n  and t r a n s i t i o n  t o  renewable energy resources? 

ANSWER: A t  t h e  p re sen t  t i m e ,  a t a s k  f o r c e  is working w i t h i n  

DOE t o  develop r u l e s  and r egu la t ions  f o r  t he  processing 
, . 

of t h e  reques t  f o r  r a t e  confirination by t h e  Federal  

h i b l i c  Power Agencies. U n t i l  t h e s e  a r e  developed, t h e  

answer t o  t h i s  ques t ion  cannot b e  g iven  i n  any d e t a i l .  

Energy conserva t ion  w i l l  be a concern of t h e  Department 



a s  t h e s e  r egu la t i ons  a r e  developed and, t o  t h e  e x t e n t  

pos s ib l e ,  w i l l  be accommodated. 

QUESTION /I1 7: Should t h e  ~ e ~ a r t m e n t  s t r i v e  t o  t ransform t h e s e  Federa l  
e l e c t r i c  u t i l i t i e s  i n t o  energy conse rva t ion  models which 
can s e r v e  a s  an  example t o  t h e  p r i v a t e  u t i l i t y  i ndus t ry?  
I f  so ,  what changes i n  e x i s t i n g  p r a c t i c e  o r  l e g a l  
a u t h o r i t y  w i l l  be necessary o r  d e s i r a b l e ?  I f  no t ,  what 
is  the  r a t i o n a l e  f o r  dec l in ing  t o  take  t h e s e  s t e p s ?  

ANSWER: P r i o r  t o  t h e  development of t h e  r e g u l a t i o n s  f o r  p rocess ing  

r a t e  conf i rmat ion  r eques t s ,  d e t a i l e d  responses  t o  t h i s  

ques t i on  a r e  no t  a v a i l a b l e .  WE does,  of course,  b e l i e v e  

t h a t  Federa l  power agenc ies  should t ake  a l e a d e r s h i p  r o l e  

i n  implementing agg re s s ive  energy conse rva t ion  p r a c t i c e s .  

Necessary changes, i f  any, i n  e x i s t i n g  p r a c t i c e s  o r  l e g a l  

a u t h o r i t y  have y e t  t o  be .determined, however. 

QUESTION f18: L e g i s l a t i o n  has  been . in t roduced  i n ,  Congress which would 
exempt p r i v a t e  e l e c t r i c  companies from t h e  Federa l  income 
t ax ,  and s u b s t i t u t e  a  g r o s s  usage charge on e l e c t r i c i t y  
t o  make up the ' revenues .  The idea  is  t o  e l i m i n a t e  
Federa l  p r e s su re s  f o r  unneeded expansion, t o  r e t u r n  
c o n t r o l  of u t i l i t y  po l i cy  t o  S t a t e  Adminis t ra tors ,  and, 
t o  some ex t en t ,  t o  encourage conservat ion.  From t h e  po in t  
of view of a  n a t i o n a l  energy po l i cy ,  how do  you f e e l  
about t h i s  proposal?  

NSWER: The p o t e n t i a l  impacts  of t h i s  l e g i s l a t i o n ,  which DOE 

is now reviewing, a r e  h igh ly  complex. The co rpo ra t e  

income t ax ,  which is a  t a x  on c a p i t a l ,  i n c r e a s e s  t he  c o s t  

of c a p i t a l - i n t e n s i v e  p r o j e c t s ,  such as c o a l  and nuc l ea r  



p l a n t s ,  r e l a t i v e  t o  fue l - i n t ens ive  o i l  and gas p l an t s .  

Investment t a x  c r e d i t s  and a c c e l e r a t e d  d e p r e c i a t i o n  

reduce somewhat this t a x  on c a p i t a l  but  do not  e l imi .nate  

it.  Therefore ,  e l i m i n a t i o n  of t h e  co rpo ra t e  income t a x  

on e l e c t r i c  u t i l i t i e s  would reduce t h e  c o s t  of coa l  and 

nuc l ea r  p l a n t s  compared t o  e x i s t i n g  o i l  and gas p l a n t s .  

Presumably, t h i s  reduced c o s t  would encourage u t i l i t i e s  

t o  r ep l ace  more r a p i d l y  t h e i r  e x i s t i n g  o i l  and gas 

p l an t s .  The e f f e c t  i s  very  s i m i l a r  t o  t h a t  of t h e  NEP 

proposa ls  of t a x  c r e d i t s  f o r  non-oil and gas p l a n t s  and a  

u s e r  t a x  on o i l  and gas use. Therefore ,  t he  proposed 

l e g i s l a t i o n  i s  c o n s i s t e n t  wi th  n a t i o n a l  energy po l i cy  

because i t  encourages a  r educ t ion  i n  o i l  and gas use.  

The e f f e c t  of t h e  gross  u s e r ' t a x  w i l l  depend on t h e  l e v e l  

a t  which i t  i s  s e t .  For example, t he  t a x  r a t e  could be 

s e t  t o  y i e l d  t h e  same revenues t o  t h e  Treasury a s  t h e  

co rpo ra t e  income t a x  would have. I n  t h i s  case ,  average 

e l e c t r i c i t y  r a t e s  f o r  t h e  na t ion  w i l l  no t  change a s  a  

r e s u l t  of s h i f t  i n  t h e  type  of t ax ,  a l though t h e r e  w i l l  

probably be s i g n i f i c a n t  r e g i o n a l  e f f e c t s . .  Therefore ,  t he  

l e g i s l a t i o n  would provide no i n c e n t i v e  f o r  conservat ion.  

Of course ,  h ighe r  g ros s  usage t a x  r a t e s  would i n c r e a s e  

t h e  p r i c e  of e l e c t r i c i t y  and encourage conservat ion.  



The cash flow a s p e c t s  of t h i s  p roposa l  a r e  a l s o  important.  

The g r o s s  usage t a x  w i l l  r e s u l t  i n  t h e  e a r l i e r  payment of 

taxes.  Curren t ly ,  t a x  payments a r e  de fe r r ed  by t h e  use  

of a c c e l e r a t e d  deprec ia t ion .  This  e a r l i e r  payment of 

t axes  w i l l  reduce cash flow i n  t h e  e a r l y  yea r s  of t he  

l i f e  of an  investment and r a i s e  e l e c t r i c i t y  r a t e s  du r ing  

t h i s  per iod  a l s o .  I n  t h e  l a t e r  yea r s  of t h e  l i f e  of an 

investment t h e  r eve r se  w i l l  be t rue .  

The l e g i s l a t i o n  'proposes t o  t r e a t  t h e  income of e l e c t r i c  

u t i l i t i e s '  d i ' f f e r en t ly  than  t h e  income of o t h e r  corpora- 

t i ons .  'This may n o t  be  a good t a x  p o l i c y  f o r  t h e  na t ion .  

I n  -addition' ,  t h e r e  a r e  many p r a c t i c a l  problems t h a t  must 

.'' be solved i n  o r d e r  t o  implement t h i s . change  i n  tax  

pol icy.  DOE'ls t h e r e f o r e  c u r r e n t l y  s tudying  t h e s e  

problems' in  a d d i t i o n  t o  t h e  broader  imp l i ca t i ons  of t h e  

l e g i s l a t i o n .  

QUESTION #19: Is DOE planning t o  i n v e s t i g a t e  t h e  account ing procedures  
followed by major u t i l i t i e s ?  The i r  t ax  d e f e r r a l ,  and 
o the r  t ax  programs of ques t ionable  va lue  t o  customers? 

ANSWER: Numerous ques t i ons  have been r a i s e d  r e c e n t l y  concerning 

t h e  account ing p r a c t i c e s  followed by u t  i l t t i es .  The 

primary i s s u e s  concern t h e  t reatment  of t a x .  d e f e r r a l s  



of t h e  "phantom tax" i s s u e  and t h e  i n c l u s i o n  of 

c o n s t r u c t i o n  work-in-progress (CWIP) i n  t h e  r a t e  base. 

DOE i s  c u r r e n t l y  i n v e s t i g a t i n g  t h e  impacts of a l l  major 

account ing procedure a l t e r n a t i v e s  on both u t i l i t i e s  and 

u t i l i t y  customers. 

Tax d e f e r r a l s  (phantom t a x e s ) ,  a r i s e  when expenses o r  

revenues used f o r  f i n a n c i a l  r e p o r t i n g  o r  r a t i n g  s e t t i n g  

purposes d i f f e r  from those  used by t h e  u t i l i t y  i n  

computing i t s  f e d e r a l  t a x  l i a b i l i t y .  These d i f f e r e n c e s  

a r e  no t  permanent but r e f l e c t  t iming d i f f e r ences .  For 

i n s t ance ,  a  u t i l i t y  which uses  acce l e r a t ed  dep rec i a t i on  

f o r  t a x  purposes but  s t r a i g h t - l i n e  dep rec i a t i on  f o r  book 

purposes would r e c o g n i z e ' a  1 a r g e r . d e p r e c i a t i o n  expense 

f o r  t a x  p.urposes than f o r  book purposes i n  t h e  e a r l y  

yea r s  of t h e  l i f e  of an investment.  The r eve r se  w i l l  

t h e o r e t i c a l l y  be t r u e  i n  t h e  l a t e r  yea r s  of t he  a s s e t ' s  

l i f e .  These d i f f e r e n c e i ' i n  t'iming lead  t o  t h e  d e f e r r a l  

of . taxes .  The r egu la to ry  commission must decide whether 

t o  s e t  r a t e s  based on t h e  t axes  a c t u a l l y  paid o r  based on 

t h e  t axes  which would have been paid i f  t he  expenses 

r epo r t ed  f o r  t a x  purposes had been equa l  t o  t h e  expenses 

used f o r  book purposes. The f i r s t  method i s  r e f e r r e d  



t o  a s  " f l o w - t h r ~ & ~ h "  accounting. Proponents of 

f  ldw-through 'methocis. a s se r t ' -  t h a t  t h e  use of normalized 

account ing uGfa i r l y  charges  t h e  consumer f o r  t axes  no t  

pa id ,  s6 -ca l i ed '  "phantom taxes." ' I n  some in s t ances ,  

however, Federa l  law r e q u i r e s  t h a t  normalized methods be 

used i n  o rde r  t o  , qua l i fy  f o r  . c e r t a i n  t a x  b e n e f i t s .  . . 

Normalization a l s o  i nc reases  t h e  u t i l i t y ' s  cash flow i n  

t h e  i n i t i a l  years  of an investment reducing t h e  need 

f o r  u t i l i t i e s  t o  r e l y  on e x t e r n a l  f inancing.  Since 

normal iza t ion  improves cash ,flow and coverage r a t i o s ,  

i n t e r e s t  r a t e s  ar'e t y p i c a l l y  lower f o r  normalized 

u t i l i t i e s .  This '  l eads  t o  c o s t  of cap i t , a l  sav ings  which 

even tua l ly  b e n e f i t  t h e  ra tepayer .  However, whether 

r a t epaye r s  a r e  ne t  b e n e f i c i a r i e s  of normalized account ing,  

which fo rces  them t o  pay h ighe r  c o s t s  i n  t h e  near  term 

and lower r a t e s  l a t e r  than would flow-through account ing,  

i s  h igh ly  dependent on what t h e  consumers d i scount  r a t e  

is .  I n  a d d i t i o n ,  a s  long a s  a  u t i l i t y  cont inues  t o  
. ~ 

c o n s t r u c t  and d e p r e c i a t e  more expensive p l a n t s  i n  t h e  
. . 

f u t u r e ,  t he  t h e o r e t i c a l  sav ings  of f u t u r e  normalized 

account ing may not  be r e a l i z e d .  

A s i m i l a r  i s s u e  i s  whether t h e  c a p i t a l  charges  on funds 

t i e d  up i n  cons t ruc t ion  work i n  progress  (CWIP) should be 



p a i d  by t h e  u t i l i t y ' s  c u r r e n t  r a t e p a y e r s  o r  c a p i t a l i z e d  

and t h e n  charged  t o  consumers upon complet ion of  t h e  

p l a n t .  I f  CWIP i s  inc luded  i n  t h e  r a t e  base ,  then  t h e  

c u r r e n t  r a t e p a y e r s  w i l l  pay t h e s e  c a p i t a l  c h a r g e s  a s  

they  a r e  i n c u r r e d  by t h e  u t i l i t y .  The arguments i n  

f a v o r  of add ing  CWIP t o  t h e  r a t e  base  a r e  t h e  same a s  

t h e  arguments f o r  n o r m a l i z a t i o n  -- improved c a s h  f low,  

improved coverage r a t i o s ,  and lower c a p i t a l  c o s t s .  

Opponents c l a i m  t h a t  t o d a y ' s  consumers shou ld  n o t  b e a r  

t h e  c o s t s  a s s o c i a t e d  w i t h  s e r v i n g  tomorrow's customers.  

Once a g a i n ,  adding CWIP t o  t h e  r a t e  base  i n c r e a s e s  r a t e s  

i n  t h e  n e a r  term w h i l e  lower ing r a t e s  i n  t h e  f u t u r e .  

QUESTION #20: What c r i t e r i a  w i l l  t h e  Economic Regu la to ry  A d m i n i s t r a t i o n  
u s e  i n  d e c i d i n g  whether  o r  n o t  t o  i n t e r v e n e  i n  S t a t e  
r a t e  making p roceed ings  and what i s s u e s  t o  r a i s e ?  What 
s p e c i f i c  s t e p s  does DOE .plan t o  t a k e  upon i n t e r v e n i n g  i n  
a  l o c a l  r a t e  s t r u c t u r e  p roceed ing  t o  e n s u r e  p r o p e r  
c o o r d i n a t i o n  and communication w i t h  l o c a l  consumer, 
env i ronmenta l  and low-income groups?  What a c c e s s  w i l l  
t h e s e  groups  have t o  DOE r e s o u r c e s  such a s  e x p e r t  
w i t n e s s e s ,  computer f a c i l i t i e s  and i n t e r n a l  depar tment  
r e p o r t s  and d a t a ?  

ANSWER: I n  d e c i d i n g  whether  t o  i n t e r v e n e  i n  a  g iven  r a t e  making 

p roceed ing  o r  n o t ,  a  number of  f a c t o r s  w i l l  have t o  be  

c o n s i d e r e d  a n d  found p r e s e n t .  These f a c t o r s  i n c l u d e ,  . 

among o t h e r s ,  program r e s o u r c e  a v a i l a b i l i t y ,  energy 

p o l i c y  impac t s ,  p r e c e d e n t a l  v a l u e ,  u t i l i t y  o p e r a t i n g  

c h a r a c t e r i s t i c s ,  and l i k e l y  c o s t - b e n e f i t s  of t h e  



recommended ac t ions .  Other cons ide ra t i ons  w i l l  be 

d i c t a t e d  by t h e  n a t u r e  of t he  g iven  proceeding,  informa- 

t i o n  t h a t  l o c a l  consumer and o t h e r  i n t e r e s t e d  p a r t i e s  may 

be a b l e  t o  g ive  us ,  and t h e  advice  of our own s t a f f  and 

consu l t an t s .  Although DOE w i l l  a t t empt  t o  ensu re  t h a t  

good communication is maintained w i t h  a l l  i n t e r e s t e d  

p a r t i e s ,  t h e  ques t i on  of l o c a l  acces s  of DOE resources  

has y e t  t o  be determined. 

QUESTION #21: The Department of Energy has  a  u t i l i t y  i n t e r v e n t i o n  
program. Could you provide t h e  l e v e l  of app rop r i a t i ons ,  
s t a f f i n g ,  e t c . ?  Do you th ink  t h e  p re sen t  app rop r i a t i ons  ' 

a r e  s u f f i c i e n t  t o  do t h e  job? I f  no t ,  what changes a r e  
necessary? 

ANSWER: Because r e s p o n s i b i l i t y  f o r  DOE'S u t i l i t y  i n t e r v e n t i o n  

programs has been placed i n  a  new o f f i c e ,  t h e  Div is ion  

of Regulatory Proceedings i n  t h e  Economic Regulatory 

Adminis t ra t ion,  necessary  app rop r i a t i on  and s t a f f i n g  

l e v e l s  have y e t  t o  be determined. Although i t  is  

a n t i c i p a t e d  t h a t  t h e  new of £ i c e  w i l l  be a b l e  t o  draw on 

remaining funds from FEA's program of s t a t e  r egu la to ry  

i n t e r v e n t i o n s ,  i t  is  unc lear  a t  t h i s  t i m e  what a d d i t i o n a l  

resources  w i l l  be r equ i r ed ,  o r  whethcSr c u r r e n t  resources  

w i l l  be s u f f i c i e n t  t o  success£ u l l y  implement t h e  broadened 



scope of a c t i v i t i e s  envisioned under '  the  'new ~ i v i s i o n .  

Approximately 14 pos i t i dng  have 'been t e n t a t i v e l y  a l l o c a t e d  

t o  t h e  Divis ion;  t o  d a t e , . c o n t r a c t  d o l l a r  a l l o tmen t s  have 

no t  been s p e c i f i c a l l y  determined. However, up t o  one 

m i l l i o n  d o l l a r s  were au thor ized ,  b u t  not  appropr ia ted ,  

under Sec t ion  207 of the Energy Conservat ion and 

Product i o n  Act. 

QUESTION 122: Under- ' the o rgan iza t iona l  s t r u c t u r e  of t h e  Department, 
a l l  l e g a l  personnel  a r e  under t h e  General Counsel. 
Therefore,  t h e  u t i l i t y  i n t e r v e n t i o n  program does not  have 
c o n t r o l  over its 1 e g a l . s t a f f .  Could you exp la in  why t h e  
Department is s t n i c t u r e d  i n  t h a t  way? Could you a l s o  
desc r ibe  your understanding on how d i f f e r e n c e s  w i l l  be 
resolved? 

ANSWER: A l l  l e g a l  s e r v i c e s  requi red  by DOE a r e  p re sen t ly  

c e n t r a l i z e d  i n  t h e  O f f i c e  of General Counsel, on t h e  

premise t h a t  the  performance of l e g a l  s e r v i c e s  should be 

kept  . independent from program supe rv i s ion ,  ' in  o rde r  t o  

ensure  t h a t  l e g a l  judgments a r e  not  unduly inf luenced  by 

program needs. 
, . . . 

I s s u e s  of a  s t r i c t l y  l e g a l  na tu re ,  then ,  are resolved 
. . 

by t h e  General Counsel. Program management i s s u e s ,  

s i m i l a r l y ,  are resolved by t h e  Div is ion  of Regulatory 
I 

Proceedings, Economic Regulatory Administrat ion.  / 



QUESTION $23: What a r e  t h e  d i f f e r e n t  e l e c t r i c a l  r a t e s  f o r  customers 
t o  u se  a s  a  back-up t o  s o l a r  energy? What research  o r  
p o s s i b l e  p i l o t  p r o j e c t s  might DOE o r i g i n a t e  t o  s ee  what 
p rov i s ions  can be made t o  give a  f a i r  r a t e  t o  s o l a r  
homeowners f o r  back-up systems? What w i l l  DOE'S p o s i t i o n  
be prolcon,  f o r  s epa ra t i ng  t h e  development of s o l a r  from 
e x i s t i n g  u t i l i t i e s ?  

ANSWER: The impact of a l t e r n a t i v e  e l e c t r i c  u t i l i t y  r a t e  s t r u c t u r e s  

on t h e  economic a t t r a c t i v e n e s s  of customers acqu i r ing  

- s o l a r  appl iances  'is complex and a t ' , t h i s  time not  f u l l y  

understood. Severa l  e l e c t r i c  u t i l i t i e s  now. o f f e r  s p e c i f i c  

r a t e s  t o  customers who have s o l a r  systems wi th  back-up 

e l e c t r i c a l  systems. Some of t h e s e  r a t e s  t ake  t h e  form of 

non-time-varying demand and energy charge r a t e s ,  which 

may unduly pena l i ze  s o l a r  u s e r s  who recharge t h e i r  u n i t s  

dur ing  system off-peak hours.  The a l t e r n a t i v e  of provid- 

i ng  s o l a r  u se r s  wieh time-of-day r a t e s  w i l l  h e lp  ensure 

t h a t  such u s e r s  r ece ive  e l e c t r i c  r a t e s  t h a t  accu ra t e ly  

and f a i r l y  r e f l e c t  t h e  c o s t  of providing s o l a r  back-up 

power. 

I n  d i s cus s ing  s o l a r  op t ions ,  . t w o . d i s t i n c t l y  d i f f e r e n t  

' s i t u a t i o n s  must be considered. F i r s t ,  the  customer who 

r e l i e s  on s o l a r  c o l l e c t i o n s  conver t s  t h i s  energy t o  

e l e c t r i c i t y  and has  t h e  a b i l i t y  t o  gene ra t e  excess  power. 

The Nat iona l  Energy P l an  r e q u i r e s  t h a t  u t i l i t i e s  s e l l l b u y  



QUESTION #2 4 : 

ANSWER: 

e l e c t r i c i t y  t o  t h i s  customer a t  non-discriminatory r a t e s .  

Second, customers may d i r e c t l y  use  s o l a r  energy without  

conver t ing  i t  t o  e l e c t r i c i t y .  DOE i s  encouraging . the  

implementation of l oad  management rates, and t o  t h e  

ex t en t  t h a t  t h e s e  customers can c o n t r o l  t h e i r  loads  by 

r e l y i n g  on s o l a r  systems du r ing  peak hours and e l e c t r i c a l  

systems dur ing  of f-peak hours,  t h e i r  e l e c t r i c i t y  r a t e s  

w i l l  be more a t t r a c t i v e .  With r e spec t  t o  o t h e r  r a t e  

forms be ing  advocated t h e  i s s u e s  r a i s e d  a r e  complex and 

f u r t h e r  a n a l y s i s  i s  needed t o  f u l l y  understand t h e  

t echno log ica l  problems and t h e  b e n e f i t s  a s s o c i a t e d  w i th  

s o l a r  energy. 

DOE i s  c u r r e n t l y  i n v e s t i g a t i n g  a  wide range of 

a l t e r n a t i v e  methods of ensur ing  t h a t  s o l a r  back-up 

systems a r e  charged f a i r  e l e c t r i c  r a t e s .  However, DOE 

has  no t  y e t  e s t a b l i s h e d  a  s p e c i f i c  p o s i t i o n  on p a r t i c i p a -  

t i o n  of e l e c t r i c  u t i l i t i e s  i n  s o l a r  development a c t i v i t i e s .  

Does DOE p l a n  t o  he lp  people understand t h a t ,  while 
g e t t i n g  i n t o  new and s m a l l  s c a l e  technologies ,  e l e c t r i c  
u t i l i t i e s  w i l l  s t i l l  have t o  have s u f f i c i e n t  p l a n t s  t o  
supply back-up systems? 

It is c l e a r  t h a t  u t i l i t i e s  must main ta in  s u f f i c i e n t  

gene ra t i ng  capac i ty  t o  supply e l e c t r i c i t y  t o  customer- 

owned back-up systems f o r  new o r  a l t e r n a t i v e  home energy 



systems. For example, customers wi th  s o l a r  hea t ing  u n i t s  

must be  assured  of ob t a in ing  power f o r  back-up e l e c t r i c  

hea t ing ,  whenever t h e  s o l a r  u n i t s  are incapable  of 

providing adequate  heat .  DOE does i n t end  t o  ensu re  t h a t  

p o t e n t i a l  u s e r s  of a l t e r n a t i v e  energy technologies  

recognize t h i s  problem. However, DOE w i l l  a l s o  a t tempt  

t o  ensure  t h a t  such u s e r s  pay no  more than t h e  f a i r  c o s t s  

of such back-up power. 

I n  a d d i t i o n ,  i t  should be recognized t h a t  u t i l i t y  capac i ty  

requirements  are determined by peak per iod ,  n o t  off-peak, 

demands. To t h e  e x t e n t  t h a t  a l t e r n a t i v e  energy systems 

r e l y  on off-peak power -- a s  time-of-day r a t e s  would 

encourage -- t h e  requirements  f o r  u t i l i t y  c a p a c i t y  would be 

minimized. 

QUESTION #25: During FY 75 and FY 76 FEA funded n i n e  e l e c t r i c  r a t e  
demonstrat ion p r o j e c t s  i n  v a r i o u s  p a r t s  of t h e  country.  
I f  t h e  d a t a  has  been eva lua ted ,  what are t h e  conc lus ions?  
A r e  d a t a  a v a i l a b l e  t o  p u b l i c  and p r i v a t e  u t i l i t i e s ,  
Publ ic  Se rv i ce  Commissions, and i n t e r e s t e d  c i t i z e n s ?  
Does DOE contemplate  any recommendations o r  f u r t h e r  
a c t i o n  on t h e  b a s i s  of t h e s e  s t u d i e s ?  

ANSWER: FEA (now D0E) 'has  funded a t o t a l  of 16 e l e c t r i c  r a t e  

demonstrat ion p r o j e c t s .  Pre l iminary  and f i n a l  ana lyses  

have been completed by e i t h e r  DOE o r  t h e  p r o j e c t s  them- 

s e l v e s  f o r  s e v e r a l  of t h e  demonstrat ions.  Genera l ly ,  t h e  

f i n d i n g s  t o  d a t e  r e v e a l  t h a t :  



o customers i n  each p r o j e c t  r epo r t i ng  d a t a  have 

uniformly been found t o  respond s i g n i f i c a n t l y  t o  

changes t n  e l e c t r i c i t y  p r i c e  a t  a l l  hours of t h e  day, 

inc lud ing  peak per iods ;  

o  time-of-use rates reduced r e s i d e n t i a l  customer peak 

k i l o w a t t  demands even on t h e  days of annual  system 

peak. 

Most of t he se  f i nd ings  have been repor ted  i n  the  FEA 

p u b l i c a t i o n  e n t i t l e d  "Inter im Report on ' ~ l e c t r i c  U t i l i t y  

' Rate Design Proposals ,"  February 1977. DOE i s  now i n  

t h e  process  of e s t a b l i s h i n g  a  procedure f o r  making 

f u r t h e r  demonstration da t a  a v a i l a b l e  t o  i n t e r e s t e d  

p a r t i e s  while ,  a t  t he  same t i m e ,  p r o t e c t i n g  t h e  pr ivacy 

of ' each ind iv idua l  p a r t i c i p a n t .  

Based i n  p a r t  on t he  r e s u l t s  of t h e s e  p r o j e c t s ,  DOE 

(FEA) has  advocated t h e  t imely adopt ion  of u t i l i t y  r a t e  

s t r u c t u r e s  t h a t  a c c u r a t e l y  r e f l e c t  t h e  c o s t s  of u t i l i t y  

s e r v i c e ,  inc lud ing  c o s t s  t h a t  vary  by time-of-day. I n  

a d d i t i o n ,  DOE w i l l  con t inue  t o  conduct a  c a r e f u l  and 

comprehensive a n a l y s i s  of a l l  demonstrat ion d a t a  and make 

t h e s e  fundings known through a p p r o p r i a t e  d i ssemina t ion  



channels.  DOE ana lyses  of t h e s e  d a t a  w i l l  be a v a i l a b l e  

through t h e  Nat iona l  Technica l  Information Service.  

F i n a l l y ,  where kpp l idab le ,  updated demonstrat ion p r o j e c t  

f i n d i n g s  w i l l  provide va luab le  t e c h n i c a l  i n p u t s  t o  

s e v e r a l  o t h e r  DOE programs, i nc lud ing  u t i l i t y  consumer 

o f f i c e s ,  g r a n t s  programs, t h e  pilot.utility.imp1ementa- 

t i o n  p r o j e c t s ,  t e c h n i c a l  a s s i s t a n c e  t o  u t i l i t y  r egu la to ry  

a u t h o r i t i e s ,  and t h e  r egu la to ry  i n t e r v e n t i o n  program. 

QUESTION #26: W i l l  DOE have funds f o r  g r a n t s  t o  consumer o f f i c e s  t h a t  
have been e s t a b l i s h e d  and need funds t o  adequately 
prepare  ca se s  on behalf of consumers t o  t h e  PUC and t o  
advocate  r a t e  reform? I n  d i spens ing  g r a n t  monies t o  
S t a t e  o f f i c e s  of consumer s e r v i c e s  under Sec t ion  205 of  
t h e  Energy Product ion and Conservat ion Act,  what s t e p s  
w i l l  t h e  Department of Energy t ake  t o  a s s u r e  t h a t  such 
o f f i c e s  advocate  p o s i t i o n s  advantageous t o  consumers 
( i nc lud ing  env i ronmen ta l i s t s ) ?  

ANSWER: A s  au thor ized  by t h e  Energy Conservat ion and Product ion 

Act (ECPA) of 1976, DOE has  awarded g r a n t s  t o  12 S t a t e s  

t o  e s t a b l i s h  new o r  expand e x i s t i n g  S t a t e  Of f i ce s  of 

Consumer Serv ices  i n  o rde r  t o  encourage t h e  represen ta -  

t i o n  of consumer i n t e r e s t s  i n  e l e c t r i c  u t i l i t y  r egu la to ry  

proceedings.  Two m i l l i o n  d o l l a r s  w a s  appropr ia ted  f o r  

and spen t  on t h i s  program i n  F i s c a l  Year 1977. Funds 

were awarded on a compet i t ive  b a s i s ,  wi th  12 of t h e  41 

a p p l i c a n t s  whose a p p l i c a t i o n s  rece ived  t h e  h i g h e s t  s c o r e s  

r ece iv ing  g ran t s .  



A t  the  p re sen t  time, DOE has adequate funds only  t o  

cont inue  e x i s t i n g  g r a n t s  t o  such S t a t e s .  The NEA, which 

would extend t h e  a u t h o r i z a t i o n  f o r  Chis program, i s  s t i l l  

under cons ide ra t ion  by t h e  ~ o u s e l ~ e n a t e  Conference 

Committee. The Pub l i c  U t . i l i t y  s e c t i o n  of t h a t  b i l l  would 

au tho r i ze  $5 m i l l i o n  i n  F i s c a l  Year 1978 and $10 m i l l i o n  

i n  F i s c a l  Years 1979 and 1980 f o r  t h i s  program. However, 

n e i t h e r  t h e  Conference Committee nor t he  f u l l  Congress 

has taken t h e  f i n a l  a c t i o n  on t h e  b i l l .  

DOE'S u t i l i t y  consumer o f f i c e  program has  a  number 

of f e a t u r e s  intended t o  promote e f f e c t i v e  r e p r e s e n t a t i o n  

of consumer i n t e r e s t s  i n  e l e c t r i c  u t i l i t y  r egu la to ry  

proceedings. ECPA i t s e l f  r e q u i r e s  t h a t  g r a n t s  be  made 

only t o  S t a t e  u t i l i t y  consumer o f f i c e s  which a r e  inde- 

pendent of any u t i l i t y  r egu la to ry  commission. I n  add i t i on ,  

each such of £ i c e  is requi red  by DOE t o  develop and 

publ ish procedures f o r  advocat ing on i t s  own behalf a  

p o s i t i o n  advantageous t o  consumers, determining t h e  

e l i g i b i l i t y  of and s e t t i n g  p r i o r i t i e s  f o r  t h e  funding 

of e l i g i b l e  consumer groups ( a s  def ined  i n  the  DOE 

g u i d e l i n e s ) ,  performing ana lyses ,  and i d e n t i f y i n g  and 

in£ orming consumer groups. Procedures f o r  determining 



advocacy p o s i t i o n s  must d e t a i l  t h e  means by which t h e  

, o f f i c e  w i l l  o b t a i n  and cons ider  t h e  broades t  spectrum of 

consumer views. 

U t i l i t y  consumer o f f i c e s  ;ill not  be permi t ted  t o  spend 

DOE funds u n t i l  t h e s e  procedures a r e  approved by DOE. 
, 

This  Agency's review concerns only t h e  procedura l  a s p e c t s  

of t h e  Off ices '  t rea tment  of consumer i n t e r e s t s  and do 

not  address  o r  p r e s c r i b e  p a r t i c u l a r  po l i cy  p o s i t i o n s  which 

such o f f i c e s  may advocate.  Of course ,  DOE s t a n d s  ready 

t o  a s s i s t  i ts  g ran t ee s  i n  t h e  development of t h e i r  

p o l i c i e s ,  a s  reques ted . .  

QUESTION #27: I n  d i spens ing  g ran t  monies t o  S t a t e  u t i l i t y  r egu la to ry  
commissions under t h e  a u t h o r i t y  of t h e  new l e g i s l a t i o n  
(H.R. 4 0 1 8 ) ,  how w i l l  t h e  Department of Energy a s s u r e  
t h a t  t h e  monies a r e  spent  pursuant  t o  t h e  purpose of 
t h a t  Act? 

ANSWER: The t e n t a t i v e  House/Senate Conference Agreement on 

t h e  Pub l i c  U t i l i t y  S e c t i o n  of NEA would au tho r i ze  t h e  

Department of Energy t o  make g r a n t s  t o  S t a t e  u t i l i t y  

r egu la to ry  commissions t o  a s s i s t  them i n  ca r ry ing  out  

r egu la to ry  a c t i v i t i e s  under t h i s  b i l l .  These a c t i v i t i e s  

inc lude  cons ide ra t i ons  of Fede ra l  re ta i l  r a t e  s tandards  

and involvement i n  v a r i o u s  o t h e r  mandated hear ings .  

However, f  i p a l  a c t i o n  on t h e  b i l l  has  y e t  t o  be  taken  by 

t h e  Conference Committee o r  t h e  f u l l  Congress. 



The Department of Energy w t l l  d i s b u r s e  any g r a n t  monies 

which r e s u l t  from t h i s  proposed l e g i s l a t i o n  i n  a manner 

c o n s i s t e n t  wi th  t h e  purposes of t h a t  Act. Determination 

of t h e  exac t  mechanisms f o r  doing so ,  however, must 
. . 

a w a i t . f i n a 1  l e g i s l a t i v e  language and passage of NEA's 

P u b l i c . U t i l i t y  provis ions .  DOE a n t i c i p a t e s ,  of course,  

encouraging t h e  maximum pub l i c  p a r t i c i p a t i o n  p o s s i b l e  i n  

t h e  development of program gu ide l ines  and monitoring 

procedures.  

QUESTION #28: Does t h e  Department contemplate making such grant ,  monies 
a v a i l a b l e  s p e c i f i c a l l y  f o r  t h e  purpose of funding S ta t e -  
conducted demand growth s t u d i e s  which could s e r v e  as an 
a l t e r n a t i v e  a n a l y s i s  and a benchmark a g a i n s t  which d a t a  
tendered by t h e  u t i l i t i e s  could be  eva lua ted?  I f  so ,  
p l ease  desc r ibe  t h e  dimensions of t h e  program a n t i c i p a t e d  
by DOE. I f  n o t ,  why not?  

ANSWER: The g ran t  program f o r  S t a t e  pub l i c  u t i l i t y  commissions 

has not  been enacted .yet',  o r  is' t h e  d r a f t  l e g i s l a t i v e  

language on i t  ava i l ab l e .  Consequently, DOE cannot 

p r e d i c t  t h e  s p e c i f i c  f e a t u r e s  of such a program. Because 

a l l  l e g a l l y  permiss ib le  opt ions  f o r  u t i l i z i n g  t h e s e  funds 
r * 

w i l l  be considered,  i t  would appear t h a t  State-conducted 

demand s t u d i e s  could be c o n s i s t e n t  wi th  the  purposes of 

t h e  Act. 



# 2 9 :  Is DOE planning t o  provide information on growth models 
under d i f f e r e n t  s cena r ios  f o r  t y p i c a l  u t i l i t i e s ,  us ing  
d i f f e r e n t  assumptions, s o  t h a t  commissions and consumer 
groups have comparative d a t a  a g a i n s t  which t o  judge 

. u t i l i t y  growth p r o j e c t i o n s ?  

ANSWER: The DOE has  taken a number of s t e p s  t o  ensure  t h e  

a v a i l a b , i l i t y . o f  such information t o  consumer groups, 

u t i l i t y  commissions, S t a t e  planning agencies ,  and 

. o t h e r  i n t e r e s t e d  p a r t i e s .  

Using t h e  P r o j e c t  Independence Evaluat ion System (PIES) , 

DOE a l r eady  produces r eg iona l  e l e c t r i c i t y  supply and 

demand f o r e c a s t s  f o r  f ive-year  i n t e r v a l s  ou t  o! 1990. 

These f o r e c a s t s  a r e  s e n s i t i v e  t o  n a t i o n a l  economic 

cond i t i ons ,  conserva t ion  s t r a t e g i e s ,  and f u e l  p r i ce s .  

While t h e s e  f o r e c a s t s  do not  provide comparative d a t a  

.by which u t i l i t y  p r o j e c t i o n s  can be d i r e c t l y  judged, 

they do provide i n s i g h t s  i n t o  t h e  growth r a t e s  a p p l i c a b l e  

t o  S t a t e s ,  power pools ,  and r e l i a b i l i t y  regions.  

Las t  Apr i l ,  t h e  FEA began developing an  i n t e g r a t e d  

short-term e l e c t r i c i t y  supplyldemand model which 
. . 

ope ra t e s  a t  t h e  power pool  l e v e l .  h i s  model fore-  

c a s t s  e l e c t r i c i t y  demand, gene ra t ing  p l a n t  ope ra t ion  

and loss-of-load p r o b a b i l i t y  f o r  two yea r s  i n t o  t h e  

fu tu re .  The model is  s e n s i t i v e  t o  weather,  e l e c t r i c i t y  



p r i c e s ,  f u e l  p r i c e s ,  and f o r e c a s t s  of economic condi t ions .  

When completed, t h e  model w i l l  be used t o  assess t h e  

short- term r e l i a b i l i t y  of t h e  Nation's bulk power system 

and t h e  f o r e c a s t  r e s u l t s  w i l l  be publ ished qua r t e r ly .  

A t h i r d  a c t i v i t y  underway i s  a DOE sponsored survey of 

c u r r e n t  modeling p r a c t i c e s  used t o  f o r e c a s t  S t a t e  l e v e l  

e l e c t r i c i t y  demand. A s  a r e s u l t ,  a demand f o r e c a s t i n g  

model t o  be made a v a i l a b l e  t o  S t a t e  u t i l i t y  commissions 

is c u r r e n t l y  being developed wi th  t h e  p a r t i c i p a t i o n  of 

t h e , p u b l i c  s e r v i c e  commissions i n  t h e  S t a t e s  of 

Arizona, New J e r s e y ,  North Carol ina,  and Wisconsin. 

Add i t i ona l ly ,  t h e  information developed by t h e  survey 

is' c u r r e n t l y .  being put  i n t o  a f i n a l .  r e p o r t  t o  be  made 

a v a i l a b l e  w i th in  t h e  next  few months t o  a l l  i n t e r e s t e d  

p a r t i e s .  This information w i l l  provide a b a s i s  f o r  

eva lua t ing  t h e  modeling techniques used by u t i l i t i e s  

i n  genera t ing  growth f o r e c a s t s ,  and p a r t i c u l a r l y  i n  

judging t h e  s e n s i t i v i t y  of t hose  f o r e c a s t s  t o  a l t e r n a -  

t i v e  assumptions about S t a t e  l e v e l  economic and 

demographic cond i t i ons ,  f u e l  p r i c e s ,  e t c .  

F i n a l l y ,  DOE i s  a l s o  planning a s tudy  whlch w i l l  

survey e x i s t i n g  e l e c t r i c  u t i l i t y  supply f o r e c a s t i n g  



methodologies wi th  t h e  aim of ob t a in ing  a  model which 

is s u f f i c i e n t l y  s e n s i t i v e  t o  l o c a l  cond i t i ons  t o  reli- 

ab ly  f o r e c a s t  u t i l i t y  ope ra t i ng  c o s t s  and capac i ty  

expansion requirements.  This  node1 w i l l  i n t e r f a c e  

with t h e  S t a t e  e l e c t r i c i t y  demand model descr ibed  

above and w i l l  a l s o  be made a v a i l a b l e  t o  t h e  pub l i c .  

QUESTION #30: What r e sea rch  w i l l  t h e  Department conduct o r  oversee  
regard ing  t h e  r e l a t i o n s h i p  between income and both 
r e s i d e n t i a l  gas  and e l e c t r i c i t y  consumption? P l e a s e  
provide d e t a i l s  of research  designs.  

ANSWER: The O f f i c e  of I n t e g r a t i v e  Analysis  w i t h i n  t h e  Energy 

Information Adminis t ra t ion has  t h e  r e s p o n s i b i l i t y  f o r  

ana lyz ing  t h e  d i s t r i b u t i o n a l  impacts of energy events  

on d i f f e r e n t  socioeconomic groups. P a r t  of t h i s  

r e s p o n s i b i l i t y  is  met through t h e  ope ra t i on  of t h e  

Comprehensive Human Resources Data System (CHRDS). 

CHRDS can be u t i l i z e d  t o  a s s e s s  t h e  d i s t r i b u t i o n a l  

impacts of energy events  on t h e  r e s i d e n t i a l  s e c t o r .  

An a n a l y s i s  of t h e  r e l a t i o n s h i p  between income and 

expendi tures  on r e s i d e n t i a l  gas  and e l e c t r i c i t y  can 

be conducted us ing  t h i s  model and t h e  a s s o c i a t e d  

d a t a  base. 

CHRDS is a  mic roana ly t i c  model of household energy 

expendi tures  developed f o r  t h e  DOE. This  model was 



designed t o  provide  t h e  DOE w i t h  a f l e x i b l e  t o o l  f o r  

ana lyz ing  both t h e  shor t -  and long-run d i s t r i b u t i o n a l  

impacts on households of v a r i o u s  energy p o l i c i e s .  The 

CHRDS model p r o j e c t s  a microdata  f i l e '  t o  a f u t u r e  year ,  

s t a r t i n g  from t h e  base yea r  when the  survey was taken, 

by updating t h e  economic and energy-related charac te r -  

i s t i c  of t h e  households. Expenditures on s i x  energy 

commodities -- e l e c t r i c i t y ,  piped-in n a t u r a l  gas ,  b o t t l e d  

gas,  c o a l ,  f u e l  o i l ,  and gaso l ine  -- a r e  then pro jec ted  

on t h e  b a s i s  of t hese  updated c h a r a c t e r i s t i c s .  

The d a t a  base f o r  t h e  model i s  a subsample of t h e  5 

percent  Publ ic  Use Sample of t h e  1970 Census. Home 

f u e l  expendi tures  a r e  imputed from reg res s ion  equat ions  

es t imated  wi th  d a t a  from t h e  1970 Census. These equat ions  

a r e  c u r r e n t l y  being r ev i sed  us ing  e l e c t r i c i t y  and n a t u r a l  

gas  d a t a  from t h e  1975 Household Energy Use Survey of 

t h e  Washington Center f o r  ~ e t r o p o l i t a n  Studies .  Trans- 

p o r t a t i o n  da t a  i n  t h e  CHRDS d a t a  base are derived from 

t h e  19 70 Nat iona l  Personal  T ranspor t a t ion  Survey 

conducted by t h e  U.S. Department of Transpor ta t ion ,  

and from t h e  1975 wave of t h e  Michigan Panel  on Income 

Dynamics. 



QUESTION #30: The C W  System i s  c u r r e n t l y  only capable of us ing  
(Continued) average r e s i d e n t i a l  S t a t e  p r i c e s  per  kwh a s . t h e  primary 

. . i npu t  t o  c o r r e l a t e  d isposable  income and usage which 
is def ined  i n  terms of d o l l a r s  expended f o r  energy 
and no t  def ined  i n  terms of phys i ca l  q u a n t i t i e s  consumed. 
Theref o re ,  ana lyses  which would examine t h e  consump t i o n  
l e v e l s  of consumers o r  pred ic ted  responses t o  a l t e r n a t i v e  
gas  and e l e c t r i c '  r a t e  s t r u c t u r e s  r e q u i r e  reir is ions i n  
t h e  CHRD d a t a  base. 

It should be noted t h a t  a c t u a l  b i l l s . showing  both phys ica l  ANSWER: 

q u a n t i t i e s  and d o l l a r s  expended f o r  n a t u r a 1 , g a s  and elec-  

. t r i c i t y  were c o l l e c t e d  a s  p a r t  of t h e  1973 and 1975 energy 

surveys conducted by t h e  Washington Center f o r  Metropoli- 

t a n  S tud ie s  (WCMS). However, t h e s e  surveys s u f f e r  from 

smal'l sample s i z e s ,  1500 and 3000 households,  r e spec t ive ly ,  

f o r  t h e  1973 and 1975 surveys. I n  o rde r  t o  permit t h i s  

type  of a n a l y s i s ,  a  s tudy  i s  made which i d e n t i f i e s  t he  

r e s i d e n t i a l  r a t e  s t r u c t u r e s  of gas  and e l e c t r i c  u t i l i t i e s  

s e r v i c i n g  t h e  a r e a  i n  which t h e  sample CHRD d a t a  base 
. . 

households rekide. Once t h e s e  r a t e s  a r e  i d e n t i f i e d  and 

incorpora ted  i n t o  each household record,  i t  would then  

be f e a s i b l e  t o  e s t ima te  q u a n t i t i e s  of gas and e l e c t r i c i t y  
. . 

consumed and how they .would change given a l t e r n a t i v e  

r a t e  s t r u c t u r e s .  Discussions a r e  underway wi th in  EIA t o  

. .  , 

a s s i g n  &RD System funds t o  conduct t h i s  study. The DOE 

suppor t s  t hese  a c t i v i t i e s  t o  promote b e t t e r  understanding 

of income and consump t i o n  r e l a t i o n s h i p s .  



QUESTION #31: What r e sea rch  w i l l  t h e  Department conduct o r  oversee  
regard ing  long-term e l e c t r i c i t y  peak-load growth 
f o r e c a s t i n g ,  p r i c e  e l a s t i c i t y  a t  t h e  time of system 
peak and t h e  e f f e c t  thereon  of load  management? P l e a s e  
p r o v i d e ' d e t a i l s  of r e sea rch  des igns .  

ANSWER: DOE i s  engaged i n  s e v e r a l  a r e a s  of r e sea rch  designed t o  

he lp  determine t h e  most reasonable  long-term e l e c t r i c i t y  

f o r e c a s t s ,  i nc lud ing ,  perhaps most impor tan t ly ,  t h e  S t a t e  

f o r e c a s t i n g  model. The S t a t e  f o r e c a s t i n g  model inc ludes ,  

i n  as much d e t a i l  a s  a v a i l a b l e  d a t a  a l lows,  t h e  introduc-  

t i o n  of how income, economic a c t i v i t y ,  and p r i c e s  a f f e c t  

e l e c t r i c i t y  use. These v a r i a b l e s  a r e  introduced i n  two 

ways. F i r s t ,  d i f f e r e n c e s  i n  e l e c t r i c i t y  use  a c r o s s  S t a t e s  

o r  over  t i m e  a r e  a l l o c a t e d  t o  s p e c i f i c  e l e c t r i c i t y  uses. 

Ownership and u t i l i z a t i o n  r a t e s  of s p e c i f i c  e l e c t r i c i t y -  

us ing  app l i ances  a r e  e x p l i c i t l y  modeled f o r  t h e  r e s i d e n t i a l  

s e c t o r ,  and base  load ,  summer weather -sens i t ive  load ,  and 

win t e r  wea ther -sens i t ive  load, a r e  modeled i n  t h e  residen-  

t i a l  and commercial s e c t o r s .  The second method of i n t r o -  

duc t ion  is t h e  d i s agg rega t ion  of economic a c t i v i t y .  I n  

t h e  r e s i d e n t i a l  s e c t o r  submodel, S t a t e  e l e c t r i c i t y  use 

is  modeled based on S t a t e  family c h a r a c t e r i s t i c s ,  o v e r a l l  

S t a t e  demographic c h a r a c t e r i s t i c s ,  and S t a t e  housing char- 

a c t e r i s t i c s .  I n  t h e  commercial and i n d u s t r i a l  s e c t o r  



submodels, t h e  i n d u s t r i a l  compositions of economic 

a c t i v i t y  a r e  e x p l i c i t l y  inc luded  a s  de te rminants  of 

e l e c t r i c i t y  use. 

I n  a d d i t i o n ,  DOE's con t inu ing  ana lyses  of d a t a  from t h e  

demonstrat ion p r o j e c t s  w i l l  p rov ide  c r i t i c a l  information 

of e l e c t r i c i t y  p r i c e  e l a s t i c i t i e s  a t  t imes of system 

peak. 

It should be pointed ou t ,  however, t h a t  DOE's  u t i l i t y  

r a t e  demonstrat ion program i s  viewed a s  a  short- term 

e f f o r t  a s  i n d i v i d u a l  p r o j e c t s  a r e  engaged i n  s h o r t  

f ixed-length experiments.  The a n a l y s i s  of d a t a  from 

these  p r o j e c t s ,  i nc lud ing  e l a s t i c i t y  e s t ima t ions  w i l l  

be of a  shor t - te rm n a t u r e  and w i l l  no t  be  d i r e c t l y  

u t i l i z e d .  i n  any long-term e l e c t r i c i t y  demand fore-  

c a s t i n g  models. 

QUESTION #32: I n  reviewing r a t e  a p p l i c a t i o n s ,  on  what b a s i s  w i l l  
DOEIFERC determine whether automatic  adjustment c l a u s e s  
a s s u r e  e f f i c i e n t  u t i l i z a t i o n  of resources?  

ANSWER: ? . Automatic adjustment  c l a u s e s  a r e  a  s p e c i a l  t o o l  of 

r egu la t i on .  Their  purpose is t o  provide a  s u b s t i t u t e  

f o r  a  p rocess  of r a t e  r e g u l a t i o n  t h a t  r e q u i r e s  complete 

r a t e  proceedings t o  e f f e c t u a t e  changes i n  r a t e s  t o  

customers. 



~ h ' e  Federa l  Power Commission addressed t h e  ques t i on  of 

au tomat ic  f u e l  adjustment  c l a u s e s  i n  i ts  Opinion No. 633 

i n  Docket No. E-7541, New England Power Company, i s sued  

October 30, 1972. I n  t h a t  opinion t h e  FPC adopted t h e  

p ropos i t i on  t h a t  automatic  f u e l  adjustment  c l auses  

i n  wholesale  r a t e  schedules  a r e  both lawful  under t h e  

Federa l  Power Act and'  sound a s  a matter of r egu la to ry  

po l icy .  Subsequently,  on November 13, 1974, t h e  Commis- 

s i o n  i ssued  Order No. 5 17 i n  Docket No. R-479, Fuel 

Adjustment Clauses  i n  Wholesale Rate Schedules,  which 

r ev i sed  t h e  r e g u l a t i o n s  and prescr ibed  t h e  p r i n c i p l e s  

t o  be  followed i n  t h e  formulat ion of acceptab le  f u e l  

adjustment c lauses .  F u l l  r u l e  making proceedings 

were conducted i n  formula t ing  t h e  rev ised  r egu la t i on  

t h a t  was adopted by t h e  Commission and set f o r t h  i n  

Order No. 517. 

S t i l l  l a t e r ,  on June 17, 1975, t h e  Federa l  Power 

Commission aga in  proposed t o  amend i ts  f u e l  ad jus t -  

ment c l a u s e  r e g u l a t i o n s  i n  Docket No. KM75-29. The 

proposed r e v i s i o n s  t o  t h e  Regulat ions incorpora ted  

an e x i s t i n g  f u e l  c l a u s e  requirement and would have 

r equ i r ed  t h e  submission of a l l  c o n t r a c t s  r e l a t e d  

t o  f o s s i l  and nuc l ea r  f u e l  procurements,  e l e c t r i c  



power purchase agreements no t  o therwise  on f i l e  with 

t h e  Commdssion, a s  w e l l  a s  d e t a i l e d  a d d i t i o n a l  d a t a  

and informat ion  r e l a t i v e  t o  f u e l  procurements and 

f u e l  usage p r a c t i c e s .  

I n  connect ion with t h a t  r u l e  making proceeding t h e  

Commission s t a f f  undertook a  program of s p e c i a l  a u d i t s  

f o r  t h e  purpose of reviewing t h e  a c t i v i t i e s  of 14  

s e l e c t e d  p u b l i c  u t i l i t i e s  under f u e l  adjustment  c l auses  

included i n  wholesale  r a t e  schedules  f i l e d  wi th  t h e  

Commission. The a u d i t  team was d i r e c t e d  t o  look i n t o  

t h e  ques t ions  of proper  f u e l  adjustment  c l a u s e  appl ica-  

t i o n  and prudent f u e l  procurement. While t h e  a u d i t s  

d i d  d e t e c t  some i r r e g u l a r i t i e s  i n  adminis te r ing  t h e  

f u e l  adjustment c l auses ,  t h e  amounts involved were 

not  s u b s t a n t i a l  i n  r e l a t i o n s h i p  t o  t h e  t o t a l  f u e l  

c o s t s  and t h e  proposed r u l e  making would no t  have 

produced any s u b s t a n t i a l  b e n e f i t s  i n  t h e  Commission's 

a b i l i t y  t o  c o r r e c t  t h e  abuses.  

Based on cons ide ra t i on  of t h e  views and comments received 

i n  response t o  t h e  proposed r u l e  making and because of t h e  

r e s u l t s  of t h e  s p e c i a l  a u d i t  program, t h e  Commission 

i s sued  an  o rde r  on A p r i l  26, 1977, t e rmina t ing  t h e  



r u l e  making proceeding wi th  r e s p e c t  t o  t h e  proposed 

amendment of the  .Commission's Regulations.  It should 

.be noted, however, t h a t  t h e  procedures  adopted during 

t h e  s p e c i a l  a u d i t  program are now u t i l i z e d  i n  t h e  

Commission's r e g u l a r  a u d i t  program. Assurance t h a t  

automatic  adjustment c l auses  a r e  not  i n t e r f e r i n g  with 
.- . 

e f f i c i e n t  u t i l i z a t i o n  of resources  can be provided by 

con t inua l  re-evaluat ion of t he  f u e l  adjustment c l a u s e  

r egu la t ions  with p a r t i c u l a r  focus  on t h e i r  e f f e c t  

on u t i l i t y  planning and i n c e n t i v e s  with respec t  t o  

ob ta in ing  f u e l  a t  t h e  lowest cos t .  

QUESTION #33: What a r e  t h e  Department's views on t h e  types of 
a d v e r t i s i n g  expenses which should be paid f o r  by I 

r a t epaye r s  as con t r a s t ed  t o  those  which should be 
paid f o r  by shareholders  of t h e  regula ted  u t i l i t i e s ?  

ANSWER: It is important  t o  d i s t i n g u i s h  between two broad types 

of a d v e r t i s i n g  -- in format iona l  and promotional.  The aim 

of informat iona l  a d v e r t i s i n g  i s  t o  provide consumers 

with informat ion  which can be used t o  economically 

eva lua t e  t h e i r  buying dec is ions .  A primary example 

is a d v e r t i s i n g  which promotes conserva t ion  of s ca rce  

resources  and which promotes t h e  optimum use  of c a p i t a l  

f a c i l i t i e s  by informing consumers of time-of-use r a t e s .  

Such conserva t ion  a d v e r t i s i n g  i s  c o n s i s t e n t  wi th  t h e  



,goals of t h e  Nat ional  Energy Plan,  and b e n e f i t s  t h e  

u t i l i t y ' s  r a t epaye r s  by reducing t h e  u t i l i t y ' s  f u e l  

c o s t s  and promotihg t h e  e f f i c i e n t  use of i ts equip- 

ment. 

Promotional a d v e r t i s i n g ,  however, such a s  t h a t  

encouraging increased  use  of e l e c t r i c i t y ,  does no t  

b e n e f i t  t h e  r a t epaye r  and is  i n c o n s i s t e n t  wi th  t h e  

Nat ional  Energy Plan's g o a l  of conserving energy. DOE 

has t h e r e f o r e  s t r o n g l y  discouraged a d v e r t i s i n g  of a  

promotional na ture .  

QUESTION #34: What is t h e  Department's p o s i t  i on  concerning S t a t e  
r e g u l a t i o n  of hea t ing  o i l  p r i c e s ?  .What would i t s  
a t t i t u d e  be  toward a n  i nve r t ed  r a t e  s t r u c t u r e  f o r  
hea t ing  o i l ?  

ANSWER: The Emergency Petroleum Al loca t ion  Act of 1974 (EPAA) 

au thor ized  t h e  Federa l  Government t o  c o n t r o l  t h e  p r i c e s  

and a l l o c a t i o n  of crude o i l  and r e f ined  petroleum products.  

Pursuant  t o  t h e  Energy Pol icy  and Conservation Act (EPCA) 

of 1975, t h e  Federa l  Energy Adminis t ra t ion  i n i t i a t e d  a 

series of a c t i o n s  t o  decon t ro l ,  s u b j e c t  t o  Congressional 

d i sapprova l ,  c e r t a i n  r e f ined  petroleum products.  Heating 

o i l  was decon t ro l l ed  i n  t h e  summer of 1976 and s i n c e  

t h a t  t i m e  f i r s t  FEA and then  DOE have e s t a b l i s h  a  

monitoring system t o  determine whether p r i c e s  a r e  



reasonable.  It should be  noted t h a t  hea t ing  o i l  p r i c e s ,  

i f  they were s t i l l  under  p r i c e  and a l l o c a t i o n  c o n t r o l s ,  

would i n c r e a s e  s l i g h t l y  a s  import and domestic crude . 

o i l  p r i c e s  i nc rease .  

To our knowledge, no S t a t e . h a s  passed l e g i s l a t i o n  e i t h e r  

l i m i t i n g  h e a t i n g  o i l  p r i c e s  o r  r equ i r ing  a n  i nve r t ed  

r a t e  s t r u c t u r e .  Moreover, t h e r e  a r e  s u b s t a n t i a l  cons t i t u -  

t i o n a l  i s s u e s  whether t h e  S t a t e s  could pre-empt Fede ra l  

l a w ,  p a r t i c u l a r l y  with r e spec t  t o  i n t e r f e ~ e n c e  w i t h  

i n t e r s t a t e  commerce. From a p r a c t i c a l  p o i n t  of view, 

i f  one S t a t e  l i m i t e d  h e a t i n g  o i l  p r i c e s  below market 

l e v e l s ,  r e f i n e r s  and d i s t r i b u t o r s  might ' try t o  i n c r e a s e  

p r i c e s  i n  o t h e r  S t a t e s  t o  o b t a i n  t h e i r  normal p r o f i t  

margin. A DOE t a s k  f o r c e  is c u r r e n t l y  i n v e s t i g a t i n g  

t h e  complex i s s u e s  surrounding government r e g u l a t i o n  

of hea t ing  o i l  p r i c e s .  

With r e spec t  t o  i nve r t ed  r a t e  s t r u c t u r e s ,  DOE has no t  

supported t h e  adopt ion  of such r a t e  des igns  f o r  hea t ing  

o i l .  Since t h e  c o s t s  of supplying a d d i t i o n a l  u n i t s  of 

hea t ing  o i l  t o  homeowners do not  rise w i t h  a d d i t i o n a l  

consumption -- t h e  p e r  u n i t  c o s t s  a r e  f l a t  -- a n  inve r t ed  . 

s t r u c t u r e  would no t  be c o s t - j u s t i f i e d .  For t h e  same 



reason, nor are'declining block rates cost-justified. 

QUESTION !I35 : 

ANSWER: 

In general, DOE' favors energy price structures that 

reflect the costs of supplying that energy. 

In light of the CongressionalConference agreement 
for States to consider procedures which prohibit "abrupt 
terminations," what procedures will DOE recommend to 
the. States to -implement thi.s- provision if it is signed 
into law? 

Although specific termination procedures that DOE may 
. , 

recommend to States cannot be determined prior to 

enactment of the National Energy Act, it is anticipated 
. . 

that these recommendations will support the need for 

reasonable uniform rules and standards for electric 
. . . . .  

and natural gas customers governing both termination of 

service and a variety of other related customer provi- 

sions, including: 

o security. deposits; 

o late payment charges; 

o extended payment agreements; 

o. customer' information 'criteria; and 

o meter verification and testing procedures. 

a , .  .. 

In developing policy recommendation for termination 

of service standards, DOE expects to take into consid- 

eration the basic principles of due process, including 

timely notice and the opportunity for administrative 



review p r i o r  t o  t e r m i n a t i o n ,  a s  w e l l  a s  t h e  need f o r  

p a r t i c u l a r  p r o v i s i o n s  d i c t a t e d  by wea the r  and h e a l t h -  

r e l a t e d  c o n d i t i o n s .  

DOE,  of  c o u r s e ,  w i l l  a t t e m p t  t o  p r o v i d e  f o r  broad p u b l i c  

p a r t i c i . p a t i o n  and o p p o r t u n i t y  f o r  comment i n  t h e  guide- 

l i n e s  development p rocess .  

QUESTION 4/36: What does DOE p l a n  t o  propose ,  i f  a n y t h i n g ,  t o  d e a l  
w i t h  t h e  problem of  t h e  c o s t  of me te r s  f o r  low-income 
peop le  i f  mandatory time-of-day r a t e s  a r e  adopted? 
S p e c i f i c a l l y ,  does DOE have any p l a n s  t o  propose  refund-  
a b l e  t a x  c r e d i t s  f o r  t h i s  purpose?  What o t h e r  approaches  
t o  a l l e v i a t e  t h i s  problem i s  DOE e x p l o r i n g ?  How w i l l  DOE 
d e a l  w i t h  t h e  problem of  "cream skimming" i f  o p t i o n a l  
time-of-day r a t e s  a r e  adopted f o r  t h e  r e s i d e n t i a l  c l a s s ?  

ANSWER : I n  g e n e r a l ,  DOE does no t  a n t i c i p a t e  t h a t  t h e  c o s t  of 

time-of-day m e t e r i n g  w i l l  impose a  h a r d s h i p  f o r  any 

consumer, s i n c e  time-of-day r a t e s  would be mandatory 

f o r  any customers  on ly  i f  they  a r e  shown t o  be c o s t -  

e f f e c t i v e  f o r  those  customers.  Zf such r a t e s  a r e  

c o s t - e f f e c t i v e ,  t h e  c o s t  of me te r s  w i l l  be  more t h a n  

o f f s e t  by t h e  c o s t  s a v i n g s  ach ieved  by improving t h e  

u t i l i t y ' s  l o a d  f a c t o r .  The r e s u l t  w i l l  be  lower r a t e s  

a s  t h e s e  n e t  c o s t  s a v i n g s  a r e  passed  a l o n g  t o  t h e  

consumer. 

There  a r e  s e v e r a l  a l t e r n a t i v e s  f o r  r e c o v e r i n g  t h e  

, . 
c o s t s  of time-of-day meter ing.  Although i t  i s  , p o s s i b l e  , '  



t h a t  such c o s t s  could be subs id ized  by t h e  pub l i c  through 

. a t ax  c r e d i t ,  i t  is more l i k e l y  t h a t  t h e  c o s t s  w i l l  be 

e i t h e r  incorpora ted  i n  t h e  r a t e  base,  o r  charged t o  

i n d i v i d u a l  time-of-day customers i n  t h e  form of a 

monthly s e r v i c e  charge. A s  most S t a t e s  proceed t o  

implement such r a t e s '  systemwide, t h e s e  c o s t s  w i l l  be 

added t o  t h e  r a t e  base and recovered over  t he  l i f e  of 

t h e  meter. It is h ighly  u n l i k e l y  -- and nor  would DOE 

suppor t  -- t h a t  a consumer would be  charged t h e  e n t i r e  

c o s t  of t h e  meter a t  t he  t i m e  of i n s t a l l a t i o n .  

DOE does no t  f e e l  t h a t  "cream skimming" -- under which 

only customers who s tand  t o  b e n e f i t  markedly from op- 

t i o n a l  time-of-day r a t e s  w i l l  choose them -- w i l l  be 

a s i g n i f i c a n t  problem. Because time-of-day r a t e s  w i l l  

be based on t h e  costs-of-service,  consumers who b e n e f i t  

w i l l  be those  consumers who have prev ious ly  been subs i -  

d i z ing  consumers who use  l a r g e  amounts of e l e c t r i c i t y  

during peak per iods.  As  revenues f a l l  below t h e  requi red  

l e v e l ,  t h e  rate f o r  t he  heavy peak u s e r s  is l i k e l y  t o  be 

increased .  The subsequent i n c r e a s e  i n  rates f o r  t h e s e  

u se r s  w i l l  l i k e l y  l ead  t o  f u r t h e r  conse rva t ion  and t h e  

adopt ion  of time-of-day r a t e s  by more consumers. 



Appendix B 

The fol lowing a r e  ques t ions  read i n t o  . t h e  record a f t e r  t h e  conclusion 
of t h i s  p u b l i c  b r i e f i n g ;  and t he  answers t o  those  ques t ions  a s  prepared 
by DOE program o f f i c e s .  

QUESTION: Assuming.you are an ind iv idua l  American homeowner wanting 
t o  a c t i v e l y  h a l t  a proposed u t i l i t y  r a t e  i n c r e a s e  t o  your 
home, what s t e p s ,  i n t e rven t ion ,  would you t a k e  t o  accomplish 
your goa l?  

ANSWER: There a r e  t h r e e  s t e p s  you can t ake  t o  accomplish your goal.  

F i r s t ,  you must e s t a b l i s h  who can be a p a r t y  t o  a r a t e  

ca se  be fo re  t h e  cognizant  u t i l i t y  r egu la to ry  i n s t i t u t i o n  

by con tac t ing  t h e  u t i l i t y  r egu la to ry  , i n s t i t u t i o n  and/or 

t h e  Attorney General's o f f i c e  i n  your S t a t e .  Second, one 

must determine who a r e  l i k e l y  t o  be p a r t i e s  t o  t h e  case  

and which, i f  any, of t h e s e  p a r t i e s  i s  l i k e l y  t o  r ep re sen t  

o r  assist you i n  r ep re sen t ing  your i n t e r e s t .  One o r  more 

of t h e  fo l lowing  o f f i c e s  may a s s i s t  o r  r ep re sen t  an  ind i -  

v idua l :  1) u t i l i t y  consumer o f f i c e ,  2)  t h e  S t a r e  consumer 

advocate ,  3) Attorney General's o f f i c e ,  4 )  t h e  u t i l i t y  

r egu la to ry  i n s t i t u t i o n ,  and/or 5 )  a n  involved pub l i c  i n t e r e s t  

o rganiza t ion .  Third,  one must be prepared t o  devote consider- 

a b l e  t ime and e f f o r t  t o  t h e  c a s e  a s  o f t e n  an  extended per iod  

of t i m e  e l a s p e s  and a  l a r g e  amount of testimony is considered 

be fo re  t h e  u t i l i t y  regula tory  i n s t i t u t i o n  reaches a  dec is ion .  



QUESTION: I n  what ways i s  DOE working t o . r e d u c e  t h e  e l e c t r i c a l  growth 
r a t e  by means of  r a t e  reform? 

ANSWER: DOE i s  a t t e m p t i n g  t o  r educe  growth r a t e  .of e l e c t r i c i t y  ' . '  
, < '  

peak demand through s e v e r a l  major i n i t i a t i v e s  i n  t h e  ' .  

a r e a . o f  e l e c t r i c  u t i l i t y - r a t e  des ign.  I n  t h a t  r e g a r d  

we a r e  invo lved  i n  s e v e r a l  a c t i v i t i e s  e i t h e r  r e q u i r e d  

n r  a u t h ~ r i z e d  by T i t l e  I1 of t h e  Energy Conserva t ion  
, . . ,  . .  . .. 

and P r o d u c t i o n  Act o f  1976 (ECPA). 

o  Rate  .Design P r o p o s a l s  

On March 4 ,  1977, t h e  F e d e r a l  Energy ~ d m i n i s t r a t i o n  

s u b m i t t e d  t o  Congress a n  e x t e n s i v e  I n t e r i m  Repor t  on 

! E l e c t r i c  U t i l i t y  Ra te  Design Proposa l s .  T h i s  r e p o r t  

' r e p r e s e n t s  t h e  f i r s t  comprehensive. '  and o b j e c t i v e  

assessment  of t h e  f u l l  r ange  of  r a t e . d e s i g n  concep t s  

c u r r e n t l y  under c o n s i d e r a t i o n  nati-onwide. 

o  Rate  Demonstra t ion P r o j e c t s  

S i n c e  e a r l y  1975 FEA h a s  conducted,  i n  c o o p e r a t i o n  

w i t h  S t a t e  and l o c a l  u t i l i t y  a u t h o r i t i e s ,  a number 

of  e l e c t r i c  r a t e  demons t ra t ion  p r o j e c t s ,  des igned  

t o  v a l i d a t e  t h e  e f f e c t i v e n e s s  and customer a c c e p t a n c e  

of i n n o v a t i v e  e l e c t r i c  r a t e s .  A t o t a l  of 16 demonstra-  

t i o n  p r o j e c t s  have been i n i t i a t e d ,  seven i n  F i s c a l  Year 

1975 and n i n e  more i n  F i s c a l  Year 1976. 



o Regulatory I n t e r v e n t i o n  

Sec t ion  204(2) of ECPA a u t h o r i z e s  DOE, upon the  reques t  

of a  S t a t e ,  a  u t i l i t y  r egu la to ry  commission, o r  any 

p a r t i c i p a n t  i n  any proceeding be fo re  a  S t a t e  u t i l i t y  

r egu la to ry  commission which r e l a t e s  t o  e l e c t r i c  u t i l i t y  

r a t e s  o r  r a t e  des ign ,  t o  i n t e rvene  and p a r t i c i p a t e  i n  

such a proceeding. FEA o r  DOE has  p a r t i c i p a t e d  i n  24 

u t i l i t y  r a t e  proceedings t o  advocate  t h e  implementation 

of r a t e  reform i n  s p e c i f i c  l o c a l  s e t t i n g s .  

o  U t i l i t y  Consumer O f f i c e s  

Sec t ion  205 of ECPA T i t l e  I1 a u t h o r i z e s  DOE t o  make 

g r a n t s  t o  provide  f o r  t he  es tab l i shment  and ope ra t i on  

of S t a t e  o f f i c e s  t o  r ep re sen t  r e s i d e n t i a l  and o the r  

consumer i n t e r e s t s  i n  e l e c t r i c  u t i l i t y  proceedings 

bef o r e  Fede ra l ,  S t a t e  and l o c a l  regula tory  commissions. 

Grant awards were'made i n  September 1977 t o  12 apg l i -  

can ts .  

QUESTION: The "Connecticut Peak-Load P r i c i n g  Tes t ,  F i n a l  Report," 
i s sued  May 1977, and p a r t i a l l y  funded by FEA, shows 
t h a t  the  l a r g e s t  r e s i d e n t i a l  u s e r s  increased  t h e i r  energy 
consumption wh i l e  reducing t h e i r  con t r ibu t ions  t o  coin- 
c i d e n t  system peaks. The r e p o r t  suggested t h a t ,  i n  t h e  
long run, peak-load p r i c i n g  would encourage t h e  increased  
use of e l e c t r i c i t y .  What p r i c i n g  mechanisms would DOE 
recommend t o  prevent  growth i n  energy use w i th  a  peak- 
load p r i c i n g  r a t e  s t r u c t u r e ?  



ANSWER: To da te ,  t h e r e  is l i t t l e  evidence t h a t  time-of-day r a t e s  

a c c e l e r a t e  growth i n  o v e r a l l  energy consumption. The 

Connec t i cu t . da t a  suggest  some inc reases  among t h e  l a r g e s t  

u se r s ,  bu t  t he  inc reases  appear t o  be t h e  r e s u l t  of t h e  

system of p a r t i c i p a t i o n  i n c e n t i v e s  i n  e f f e c t  f o r  the  

test r a t h e r  than of t h e  r a t e  design i t s e l f .  I n  o t h e r  

a r e a s  implementing' o r  eva lua t ing  time-of-use r a t e s ,  

such r a t e s  e i t h e r  have l i t t l e  impact on o r  i n  f a c t  

reduce energy consumption. DOE, then ,  does not  

b e l i e v e  it l i k e l y  t h a t  time-of-use . . r a t e s  w i l l  l ead  

t o  s i g n i f i c a n t l y  increased  e l e c t r i c i t y  growth r a t e s .  

QUESTION: 1s DOE s tudying  t h e  design of i nve r t ed  r a t e s ,  s o  a s  t o  
maximize energy conserva t ion  w i t h i n  e x i s t i n g  u t i l i t y  
revenue c o n s t r a i n t s ?  What recommendations have you 
developed i n  t h i s  regard? 

ANSWER: DOE i s  c u r r e n t l y  s tudying a  wide range of a l t e r n a t i v e  

u t i l i t y  r a t e  des igns ,  inc luding  inve r t ed  r a t e s .  Several  

of t hese  r a t e  des igns  a r e  being i n v e s t i g a t e d  i n  DOE'S 

e l e c t r i c  u t i l i t y  r a t e  demonstrat ion program. In  add i t i on ,  

t h e  Department is monitor ing t h e  impacts of i nve r t ed  and 

l i f e - l i n e  r a t e s  t h a t  have been put i n t o  e f f e c t  i n  s e v e r a l  

U.S. r egu la to ry  j u r i s d i c t i o n s .  The pre l iminary  r e s u l t s  

of .DOE'S s t u d i e s  of i nve r t ed  and o t h e r  e l e c t r i c  r a t e  

designs a r e  included i n  the In t e r im  Report on E l e c t r i c  



U t i l i t y  Rate Design Proposals ,  submit ted t o  Congress i n  
7 . 5  

1977. To da t e ,  however, DOE has  developed no recommendations 

a s  t o  t h e  adopt ion of i nve r t ed  r a t e  designs.' 
. . 

QUESTION: Does DOE have any p lans  t o  fund experimental  implementation 
' .. , . of r a t e  s t r u c t u r e s  based on the  p r i n c i p l e .  of marginal-cos t 

p r i c i n g ,  where margin is  de f ined  a s  c u r r e n t  c o s t  of t h e  
. _ .  next u n i t ?  

ANSWER: In  September 19 77; DOE s igned coopera t ive  agreements f o r  

p r o j e c t s  with.  10 S t a t e s  and mun ic ipa l i t i e s .  The purpose 

of th'ese p r o j e c t s .  is  t h e -  implementation of cost-based 

e l e c t r i c i t y  and gas  r a t e s ,  load management devices  and 

systems, and end-use conserva t ion  a c t i v i t i e s .  While t h e  

program g u i d e l i n e s  f o r  t he se  p r o j e c t s  do not  e x p l i c i t l y  

r e q u i r e  t h e  implementation of e l e c t r i c  r a t e  s t r u c t u r e s  

based on t h e  p r i n c i p l e  of marginal-cost p r i c i n g ,  they do 

r e q u i r e  t h a t  any r a t e s  which a r e  implemented encourage 

. . economic e f f i c i e n c y ;  r e f l e c t  d i f f e r e n c e s  i n  c o s t s  a t t r i -  

b u t a b l e . t o '  d a i l y  and seasona l  times-of-use, .encourage 

conserva t ion  a s  an  a l t e r n a t i v e  t o  a d d i t i o n a l  genera t ing  

capac i ty ,  and encourage t h e  use of load  management equip- 

ment. Fur ther ,  t h e  g u i d e l i n e s  p r o h i b i t  t h e  implementation 

.of any r a t e s  where t h e  energy charge decreases  a s  t h e  

. . amount of consumption increases .  



QUESTION: A r e  any s t u d i e s  being conducted of t h e  conserva t ion  p o t e n t i a l  
of long-run incremental  c o s t  (LRIC) p r i c i n g  of e l e c t r i c i t y ?  

ANSWER: Since 1975 t h e  DOE has  en t e r ed  i n t o  coopera t ive  agreements 

f o r  p r o j e c t s  wi th  16 S t a t e s  and m u n i c i p a l i t i e s  which a r e  

eva lua t ing  and demonstrating a l t e r n a t i v e  e l e c t r i c  u t i l i t y  

r a t e  des igns  and load management techniques.  I n  some p r o j e c t s ,  

, the  r a t e  des igns  a r e  based on long-run incremental  c o s t s ,  .. ' 

., and p a r t  of t h e  ana lyses  of t h e s e  p r o j e c t s  w i l l  be an 

assessment of t he  conserva t ion  p o t e n t i a l  of such r a t e s .  

QUESTION: I n  what p i l o t  u t i l i t y  programs under T i t l e  I1 of ECPA 
is d i s t r i c t  hea t ing  being promoted? 

ANSWER: Under T i t l e  I1 of ECPA, ERA i s  suppor t ing  t h e  conduct 

of two scud ie s  (one on Cogeneration and t h e  second on 

D i s t r i c t  Heating) through the  Ohio PUG. 

The f i r s t  s tudy ,  which p r i m a r i l y  s eeks  t o  determine t h e  

i n d u s t r i a l  cogenerat ion p o t e n t i a l  w i t h i n  t h e  S t a t e  of 

Ohio, w i l l  seek t o  develop . ,a  ,genera l ized  t a r i f f  app l i -  

c ab l e  t o  cogenerat ion,  e v a l u a t e  t h e  impact of t h i s  t a r i f f  

on t he  u t i l i t y  company, and f i n a l l y  t o  i d e n t i f y  t h e  

c h a r a c t e r i s t i c s  .of u s e r s  t h a t  would f i n d  cogenera t ion  

an a t t r a c t i v e  op t ion  w i t h i n  t h e  p rov i s ions  'of t h e  t a r i f f .  

The second s tudy ,  which p r imar i l y  add re s se s  t h e  p o t e n t i a l  

of d i s t r i c t  hea t ing  wi th in  Ohio, w i l l  develop g u i d e l i n e s  



f o r  i n c r e a s i n g  t h e , u s e  of steam a s  a s u b s t . i t u t e  f o r  , n a t u r a l  

gas. These g u i d e l i n e s  might involve  t h e  adopt ion  of 

i n c e n t i v e s  through t h e  rate s t r u c t u r e  o r  pos s ib ly  through 

\ t h e  gas  cu r t a i lmen t  plan. 

QUESTION:  r re t h e r e  any s t u d i e s  underway 0.r planned t o  determine 
methods f o r  encouraging cogenera t ion  by i n d u s t r i e s  and 
u t i l i t i e s ?  

ANSWER: Yes. DOE i s  suppor t ing  a s u b s t a n t i a l  and comprehensive 

e f f o r t  t o  f o s t e r  t h e  u se  of cogenera t ion  by indus t ry  and 

t h e  u t i l i t i e s .  It is a mult i -year  m u l t i m i l l i o n  d o l l a r  

program t h a t  i nc ludes  r e sea rch  aimed a t  developing more 

e f f i c i e n t  and economical hardware, f i n a n c i a l  a s s i s t a n c e  

t o  S t a t e s  t o  encourage cogenerat ion.  w i t h i n  t h e i r  

j u r i s d i c t i o n s ,  i n d u s t r i a l -  and u t i l i t y - o r i e n t e d  demonstra- 

t i o n  programs, e f f o r t s  t o  u t i l i z e  low grade  h e a t  a t  DOE'S 

own .energy product ion  f a c i l i t i e s ,  and s t u d i e s  t o  determine 

ways of d e a l i n g  w i t h  t h e  regulatory/institutional i s s u e s  

p r e s e n t l y  l i m i t i n g  t h e  expansion of t h i s  technology. W e  

have included a p a r t i a l  l i s t i n g '  of r e p r e s e n t a t i v e  programs 

now be ing  suppor ted  by DOE. 

1. F inanc i a l  suppor t  t o  Minnesota f o r  t h e  purpose of 

,comprehensively e v a l u a t i n g  t h e  massive expansion of 

d i s t r i c t  hea t ing  i n  t h e  Twin C i ty  a r ea .  Th i s  i nc ludes  



examining t e c h n o l o g i c a l ,  economical ,  r e g u l a t o r y  and 

i n s t i t u t i o n a l  f e a s i b i l i t y .  

2. Suppor t  t o  communities such a s  D . i s t r i c t  Hea t ing  and 

Cool ing  Systems f o r  Communities through Power P l a n t  

. R e t r o f i t .  T h i s  a c t i o n ,  j u s t  r e l e a s e d  a s  a n  Request  

f o r  P r o p o s a l  (RFP), r e p r e s e n t s  t h e  i n i t i a l  s t e p  t o  ' 

conse rve  energy and s c a r c e  f u e l  by r e t r o f i t t i n g  

e x i s t i n g  e l e c t r i c  g e n e r a t i n g  p l a n t s  s o  a s  t o  u t i l i z e  

by-product h e a t .  

A major demons t ra t ion  program funded o u t  of t h e  DOE'S 

D i v i s i o n  of I n d u s t r i a l  Conserva t ion ,  i n  c o o r d i n a t i o n  w i t h  

i n d u s t r y  aimed a t  expanding i n d u s t r i a l  c o g e n e r a t i o n  c a p a c i t y .  

Numerous r e p o r t s  a r e  a v a i l a b l e  w i t h i n  t h e  DOE l i b r a r y  sys tem 

c o v e r i n g  t h e  d e t a i l s  of p a s t  and p r e s e n t  e f f o r t s  on t h i s  

s u b j e c t .  

QUESTION: Does t h e  Department of Energy i n t e n d  t o  assume a  l e a d e r s h i p  
r o l e  i n  moving towards a  more j u s t  d i s t r i b u t . i o n  of t o t a l  
energy c o s t s  through a  r e s t r u c t u r i n g  of  t h e  p r e s e n t  r a t e  
s c a l e s ?  , 

ANSWER: For  some t ime ,  t h e  Department h a s  s t r o n g l y  advocated t h a t  

t r a d i t i o n a l  u t i l i t y  r a t e  d e s i g n s  be r e s t r u c t u r e d  s o  a s  t o  

encourage energy c o n s e r v a t i o n ,  improve e f f i c i e n c y  and e n s u r e  

t h e  e q u i t a b l e  d i s t r i b u t i o n  of  u t i l i t y  c o s t s .  DOE b e l i e v e s  

t h a t  t h e s e  o b j e c t i v e s  can  b e s t  be s e r v e d  by b a s i n g  u t i l i t y  



r a t e s  on t h e  costs-of-service,  and has  implemented a  wide 

range of programs t o  ach'ieve t h e s e  ob j ec t ives .  The Depart- 

ment i n t ends  t o  main ta in  t h i s  ro l e .  . 

QUESTION: Does t h e  ~ e ~ a r t m k n t  bf Energy (DOE) in t end  ' t o  monitor t h e  
i n s u l a t i o n  i ndus t ry  t o  a s s u r e  t h a t  t h e  pub l i c  can o b t a i n  
s a f e  and e f f i c i e n t  m a t e r i a l s  a t  a  reasonable  c o s t ?  

ANSWER: The Department of Energy (DOE) does no t  p r e s e n t l y  have 

t h e  a u t h o r i t y  t o  monitor t h e  i n s u l a t i o n  indus t ry .  Other 

Federa l  agenc ies  such a s  Consumer Product Safe ty  Commission 

(CPSC) and t h e  Federa l  Trade Commission (FTC) do have 

au tho r i t y .  CPSC h a s  monitor ing a u t h o r i t y  and FTC i n v e s t i -  

g a t e s  decep t ive  claims and a d v e r t i s i n g  . However, DOE i s  

coord ina t ing  wi th  t h e s e  agenc ies  t o  determine s p e c i f i c  

a r ea s  of r e s p o n s i b i l i t y  and t o  ensu re  t h a t  some monitoring 

procedures w i l l  'be followed. 

QUESTION: W i l l  DOE i n t e r p r e t  t h e  s i z e  requirement t o  'exclude s ing le -  
family dwel l ing  s i z e  systems, such a s  windmills,  and 
pho tovo l t a i c  a r r a y s ?  

ANSWER: The Act ' h a s  . no t  passed and we do not  ,have copies  of t h e  

d r a f t  l e g i s l a t i o n .  Therefore ,  w e  a r e  p r e s e n t l y  unable t o  

provide an answer t o  t h i s  ques t ion .  

QUESTION: Under what ' c i rcumstances  w i l l  DOE provide  a i d . t o  p l a i n t i f f s ?  
W i l l  t h e  a i d  involve  DOE i n t e r v e n t i o n ,  funding o r  l e g a l ,  
t e c h n i c a l  a s s i s t a n c e ?  

ANSWER: It appears  l i k e l y  t h a t  i n t e r v e n t i o n  fundi'ng covered by t h e  
. . 

Act would apply. 



QUESTION: You make a  d i s t i n c t i o n  between "consumers" and " industry."  
industry i s  a  consumer. I ndus t ry  has  provided cons iderab le  
l eade r sh ip  i n  energy conservat ion.  A s  such,  i t  has  absorbed 
s i g n i f i c a n t l y  increased  p r i ce s .  Do y o u ' t a k e  i n t o  considera-  
t i o n  i n  your d e l i b e r a t i o n s  t h e  f a c t  t h a t  i ndus t ry ,  fol lowing 
abso rp t ion  of c o s t  i nc reases  t o  t h e  ex t en t  p o s s i b l e ,  must 
pass  through t h e  remainder? To t h a t  e x t e n t ,  t h e  i n d i v i d u a l  
consumer w i l l  pay f o r  energy i n  t h e  p r i c e  pa id  f o r  goods o r  
s e rv i ce s .  

ANSWER: The Department of Energy i s  w e l l  aware t h a t  i n d u s t r i a l  

conEumcrs repKesent a major sha re  -- some 40 percent  -- of 

t o t a l  e l e c t r i c i t y  'consumption. DOE i s  a l s o  w e l l  aware 

t h a t  c o s t  i nc reases  incur red  by indus t ry lenergy  u s e r s  a r e  a t  

l e a s t  i n  p a r t  passed on by these  u s e r s  t o  t h e i r  own customers. 

The p r e c i s e  e x t e n t  of t he se  pass-through c o s t s  can have 

a  major impact on t h e  e f f e c t i v e n e s s  and a d v i s a b i l i t y  of 

v a r i o u s  u t i l i t y  r a t e s .  I n  i t s  cons ide ra t i on  of t h e  impacts 

of a l t e r n a t i v e  r a t e  des igns  on consumers of a l l  c l a s s e s ,  

, then ,  DOE does e x p l i c i t l y  t ake  i n t o  account i n d i r e c t  pass- 

throughs i n  cos t s .  

QUESTION: Does t h e  DOE cons ider  u t i l i t i e s  such a s  e l e c t r i c ,  gas ,  . 
te lephone s e r v i c e ,  luxury i tems a v a i l a b l e  t o  those  according 
t o  t h e i r  a b i l i t y  t o  pay, o r  a r e  u t i l i t i e s  considered neces s i -  
t i e s  t o  be d i s t r i b u t e d  according t o  need and a c c e s s i b l e  t o  
a l l  c i t i z e n s ,  r e g a r d l e s s  of income l e v e l ?  I f  t he  l a t t e r  
i s  the  case ,  what p rov i s ions  a r e  being made t o  ensure  a  
minimal a v a i l a b i l i t y  of energy f o r  s u r v i v a l  f o r  a l l  North 
Americans? 

ANSWER: DOE has  no d i r e c t  involvement wi th  te lephone u t i l i t i e s ,  

bu t  i s  concerned wi th  both t h e  e l e c t r & c  and gas Ltil i ty 

i n d u s t r i e s .  The Department be l i eves  t h a t  adequate  and 
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BRIEFING SUMMARY 

The DOE Office of Consumer Affairs publishes 
a 'IConsumer Briefing Summary" following each 
of these public briefings. To get on the 
mailing list for this Summary, please write 
to: 

Editor 
"Consumer Briefing Summary" 
Office of Consumer Affairs 
Department of Energy 
736 Jackson Place, N.W. 

-;r aTL'ishington, D.C. 20585 
' .dF -c;, 

VIDEOTAPE COVERAGE 

A 60-minute, color, 3/4" videotape of these 
public briefings is sent to each of DOE'S 
ten Regional Offices and may be viewed at 
those locations. Check your local telephone 
directory for the address of the DOE office 
nearest you. A very limited number of copies 
of these videotapes will be available for 
short-term loan. Write to the Editor of the 
"Consumer Briefing Summaryn for additional 
detail8 






