
1 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

BBFORB TUB 
PLOR.IDA POBL.IC SBRVICB COHKISSION 

NOfiCB OP COMHISSION WQBKSHOP 

'1'0 

ALL IHVBS'l'OR- OWNBD BLBCTRIC UTILITIBS 

tJNDOCI(BTBD 

IN RBz INVESTIGATION INTO INVBRTBD RATES 

PROCBBDI·NGS 1 

BBPORBz 

PLACBz 

TIME& 

DATBz 

RBPORTBD BYz 

BUREAU OF REPORTING 

RECEIVED f ~ i}& :-1 /J 

WORJtSHOP 

COMMISSIONER DIANE Jt . UBSLING 
COHKISSIONER J. TBRRY DEASON 
CHAIRMAN SUSAN F. CLARK 
COMMISSIONER JULIA L. JOHNSON 
COMMISSIONER JOB GARCIA 

Betty Easley Conference Center 
4075 Esplanade Way 
Tallahassee, Florida 

Commenced at 10:40 a .m. 
Concluded at 2:40 p . m. 

Monday, August 12, 1996 

SARAH B. GILROY, CP, RPR 
Notary Public, State of 
Florida at Large. 

PLORIDA PUBLIC SBRVICB COMMISSION 



2 

1 PARTICIPATING! 
MBLINDA BOTLBR, FPSC Division of Research. 

2 JOB JBHP\.INS and RBBSB GOAD, FPSC Electr ic a nd Gas. 

3 Services. 
VICKIE JOHNSON, BSQUIRB, FPSC Diviaion of Legal 

DBB SWIM, LEAF. 
4 DENISE JORDAN and BILL SLUSSER, Florida Power Corp. 

JIM THOMPSON and RAMONA GROBSBBCP:, Gulf Power . 
5 BBli OCHSBORN, Florida Legal Services . 

MA'l"l'BBW CBILBS, Plorida Power ~ Light. 
6 WILLIAM ASHBURN and PHIL BARRDIGBR, Tampa Blectric 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

COIIp&Dy. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

6 

7 

8 

10 

11 

12 

13 

14 

16 

17 

18 

20 

21 

22 

23 

24 

25 

" 

3 

P R 0 C B B D I N G S 

CHAIRMAN CLARK: Call the workshop to order . 

Staff, the notice was issued: ie that dght? 

:~. JOBNSONa That's correct. By notice issued 

July 31st, 1996, this workshop was set for hearing, 

presentation before the Commission. The purpose of the 

workshop is set out in the notice. Joseph Jenkins, 

Director of Bleotric and Ga., has a f- opening c0111111ents 

that he would like to liiAke regarding the conduct of the 

-workshop this .orning. 

MR. JBNitlliSa Thank you, Vickie . You should have a 

packet consisting of 28 pages that was delivered to you 

Friday. That packet contains a table of contents on the 

first -- on the cover page. And the first numbered page 

in that packet is an outline of what I would like to -

for the workshop to follow. 

Staff is going to make a -- begin with a tutorial 

presentation. And I think the better format would be 

for people, the Commissioners, the audience, anyone to 

ask questions at any time. If we get off track, I will 

try and get us baok to this topical discussion. 

The topical discussion, beginning on page one, is 

just a abort outline or some abort comments of what 

everything is about. And with that I'm going to turn it 

over to Reese Goad, who is going to go through - -

FLORIDA PUBLIC SBRVICB COMMISSION 
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CHAIRMAN CLARlt: Hang on a minute, Joe . What I 

would like to do b go around the tclble and have people 

introduce theaael ves for us. We won't take appearances, 

but we will have people tell us who thAy are, who 

they're represent.ing. Start with you Melinda . 

MS. BUTLBRt I'm Melinda Butler with the division 

of researoh. 

CBAIJUCAN CLARltc I don't think your mike is on , or 

something is not right. 

MS. BU'l'LBRI II it on nO\orl I ' m M.elinda Butler with 

the division of research. 

HR. JBlmiHS 1 Joe Jenkins, elect.ric and gas . 

MS. JOBNSON1 Vickie Johnson, division of legal 

services. 

MR. GOAD: 

MS. SWIMs 

MS. JORDAH l 

Corporation. 

Reese Goad, electric and gas. 

Deb Swim, LEAP. 

Deniae Jordan, Florida Power 

MR. SLUSSER: Bil.l Slusser, Florida Power 

Corporation. 

MR. THOMPSON: Jim Thompson, Gulf Power . 

MS. GROBSBHCKI 

MR. OCHSBORN: 

Services. 

RAmona Groesbeck, Gulf Power . 

Ben Ochshorn, Florida Legal 

MR. CBILBS: Matthew Chiles appearing for Florida 

FLORIDA PUBLIC SBRVICB COMMISSION 
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Power ' Light Company. 

HR. ASHBURNs William Aabburn, TaJDpa El ec tric 

C0111p4ny. 

MR. BARRINGBRs Phil Barringer 1 TaJDpc Electric 

Coapany. 

CBAI.RHAN CLARJt 1 Okay. 

5 

HR. JBHJtiNSs With that I'm going to turn it over 

to Reese Goad, and he'a going to go through the tutorial 

preaent.ation. Before be atarta, I would like for you to 

turn to page four of the handout. 

I thought juat having an overview of what the 

average price of electricity baa been in the atate of 

Florida for the laat 15 years or ao ~ight be 

instructive . Aa you can aee we had a harp riaea in the 

price of electricity around 1979. Thia waa primarily 

due to the Iranian 1ituation and a r~pid escalation in 

the price of fuel. Since about ' 79 fuel prices have 

COMMISSIONER KISSLING: Hr. Jenkins, in looking at 

thia, what's the key? Which one ia the diamonds, and 

which one are the aquarea? 

MR. JBHJtiNS: 'l'he aquarea are the nominal price, 

&Del the d.ia80nda are the real price. The real price of 

course ia the naainal price divided by CPI. 

COMMISSIONER UBSLING: Thank you. 

MR. JBHJtiNS: Okay. The price of fuel has been 

FLORIDA PUBLIC SBRVlCB COMMISSION 
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quite stable since around '85 . We've also bad the 1986 

Tax Reform Act . Those two factors in my mind more than 

anything else have caused electric electricity prices 

to become quite stable. Page five is a break out of a 

c ustomer 's bill for a residential customer for 1,000 

kilowatt hours. 

'l'od.ay we're primarily going to be talking about 

inverting electric rates and the customer charge . The 

cuataa.r charge, if you look in the lower right-hand 

corner you will see something called customer billin~. 

Customer billing is primarily the customer charge, 

a1though it does -- the c u•tomer charge does include a 

little bit of distribution, namely the first transformer 

and the service drop. 

And with that I 'm going to turn it over to Reese . 

And, Reese, you're going to begin on page six; is that 

correct? 

HR. GOAD• Yea . I'm going to begin on page six . 

What I would like to do is just lay some groundwork for 

our discussion t his morning so that we all understand 

what we're talking about and the components that go into 

On page six we have the three components of the 

reddential electric bill, those being the customer 

charge, the nonfuel energy charge and the cost recovery 

• · FLORIDA PUBLIC SBRVICB COMMISSION 
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charges. How the coat recovery charges have a group of 

charges in there being fuel, enviconmenta1 capacity and 

vhatnot. We're just going to keep those aa a whole for 

our discussion. 

The cust011er charge, currently all utilities, all 

the utilities in the state of Florida, charge soma type 

of auato.er charge. And the way they derive that charge 

is with costs of the meter, the meter-reading, the 

accounting, billing, af'rvice drop, '>aaically things that 

are done regardless of conaWDption. 

How also I would like to point out that charge ia 

charged to the cuat011er, regerdleaa if they ta.ke e.nergy 

or not. It • a a mJ..niJIIua bill if you will. 

The next and probably 110at important ie the nonfuel 

ene.rgy charge. This charge will be the one that we 

flllCtuate. When - diacuaa inverted rate, that will be 

the charge that - vary. 'l'hia recovers the -- the plant 

and tranndaaion distribution costa, a nd e.xcept for 

apecifio coat recovery charges, any costa that are not 

recovered through the customer charge . 

Currently the nonfuel energy charge for most 

utilities ia flat . rt •a a single number that's billed 

per kWh. With the exception of PP'L since the late 

'70s, I think it was ' 76, they have had a slightly 

inverted rate. It' 1 almost flat but not quite. 

FLORIDA PUBLIC SBRVICB COMMISSION 
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'l'he next COIIpOD.ent ie the coet recovery chargee . 

And ae I eaid before, that includes your environmental, 

coneervation capacity and fuel coete. These chargee are 

also applied per kilowatt hour just as th~ nonfuel 

en_erqy charge ia . 

On that I would like to go to page seven and show 

you the break down or an example of a break down of the 

customer charge , the coat components that go into that. 

As you can eee, we have investment in plant which 

include• your .. tara , whether it be your regular 

eingl-phaaed .. tar, tbr--phaaed or some type of 

ti.me- of-uae meter. And also you have your O'H 

a eeociated with the plant ~d your customer service 

expenaee . 

As you can see , your investment in plant ie the 

.oat eube:tantial UIOUDt leading to your cuetomer 

charge. But also there is a substantial amount 

-sociated with customer ac.;ou.nting, which ia part of 

your annual customer se.rvice e.xpenses. That includes 

thinge eucb ae, ae you can see, customer recorda and 

collect.iona, and also to note uncollectiblea . I 

don ' t -- you have a aiecellaneoua i .n there also. 

If you take these totals down you will 

approximately come to $109 million. The way that is 

billed to the customer, to the normal residential 

FLORIDA PUBLIC SBRVICB COMMISSION 
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cuetoaer, is simply by dividing the number of annua~ 

billa into that number . And as you c an see, that yields 

$8 . 41 . 

That's approximately what customers pay in the 

s tate of Florida. With t he exception of PP&L, that 

would be a good estimate . PP&L currently pays I believe 

$5 . 65 . A11 the others are around $8 . 

What I would like to do is go to page eight now. 

COMMISSIONER JOIDISOH: Wbo.1: are the miscellaneous? 

You stated under customer accounting there is the 

mieoellaneoue number there, the 2 million. Do we have 

any idea what t hat is? 

MR. GOAD : I couldn't tell you what goes in that, 

no, ma'am. 

MR . JBHJCIHS: We ' re not sure right now. 

MS . JOBNSON1 Is there someone here who knows 

that? 

MR . JENKINS : Let me ask Bill Slusser from Florida 

Power. 

HR. SLUSSBR: Yea, Commissioner. As I remember, 

the uniform system of accounts for customer accounting, 

the - - they are very specific. There is an account 901 

for customer records; meter reading, 902, so f orth. And 

in the customer accounting accounts there ia a catchall 

account you might say called •miscellaneous.• 

PLORIOh PUBLIC SERVICE COMMISSION 
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It ia related to the customer accounting function, 

but juat doean't fit I guess very apecifically as either 

.. ter reading or auperviaion. Other than that I just 

can ' t tell you exactly what goes i n there, but it has to 

be related to cuatomer accounting. 

COMMISSIONER JOHNSON: Okay . I just dido' t 

unc:leratand the way that these things were accounted 

for. But I gueaa to the extent that it didn't fit into 

one of the two or five named categories, it just sort of 

falla into that particular category? 

MR. SLOSSBRI Yea, ma'am. 

MS. SWIM : Could I ask a question please? I'm 

curioua about -- I juat saw the pie chart, I 'm trying to 

find what pa.ge that 'a on, page five. And than page six 

t&lka about the co.ponenta of the bill. I was wondering 

for the nontuel energy component where that would be on 

thia pie chart, or have you quantifi ed that? 

MR. GOAD: It would be multiple components of this 

pie chart. You would have your production, 

trana~aaion, diatribution. I believe that only those 

three vou1d be included in that nonfuel energy. 

MS . SWIM: So you haven't split that in any 

pictorial way at this point? 

HR. GOAD: No. As a matter of fact this was just 

for demonatrative purposes so you can get an idea of the 

FLORIDA PUBLIC SBRVICB COMMISSION 



1 

2 

3 

• 
5 

' 
7 

8 

9 

10 

11 

12 

13 

u 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2. 

25 

--- ... 

individual ca.ponenta, their actual 1114gnitude in the 

total bill. 

11 

What I would like to do is go ahead and continue on 

page eight. 'l'hJ.a would help define what we have done • 

We ' ve apoken of inverted rates. And we had to dovel~p 

en inverted rate. 

What our aain goal was to do waa to keep the 

revenue the .... a• it vas previously under the current 

flat rate, or what I will term as a flat rate . The 

ca.ponent that I used was the nonf 1el energy charge that 

I apoke of earlier. 

And I would like to just go step by step on bow I 

derived the inverted rate that we're going to use 

today . Pirat, as I said, my 1114in goal was to keep the 

revenue the .... aa it was previously . In order to do 

that I had to deteraine the amount of revenue developed 

from the cueta.er charge, and also the amount developed 

froa the nonfuel en.ergy charge. 

In Step l A you can see, all I did was simply 

aultiply the customer charge by the total number of 

llDllUal cuatomere, v b.i ch leads to $56, 132, 806. 50. With 

that I -nt to Step B, and I did a somewhat similar 

thing, I aultiplied the flat current nonfuel energy 

charge by the annual kWh used . 

A8 you can see the annual kWh of 6,710,961,000 kWh 

PLORIOA PUBLIC SBRVICB COMMISSION 



1 

2 

3 

4 

5 

6' 

7 

8 

9 

10 

1.1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

12 

times 4.02 cents, yielding approximately $269 million . 

When I summed those two I arrived to $325,913,438. That 

was my target number. 

Whatever numbers I developed from that I had to 

arrive at this . Now I will leave the caveat that I 

!iidn ' t aseume any price elasticity, no price move.ment, 

reijardless of the prices we we've used. 

Okay . Prom there this is snmething I just - - a 

tool t .hat I used so I can get to the inve rted rate. I 

said, wel l once I have that revenue number, what would 

be a flat rate to make up t hat revenue? 

Essentially what I"m doing is, I'm eliminating the 

customer charge and putting it all i nto a nonfuel energy 

charge that will recover the charges for the customer 

charge and for the nonfuel energy c harge components that 

I've described earlier. 

lfhen I did that I arrived at 4.85 cents per k.Wh . 

That would be a flat rate that would recover all the 

revenue. With that 4.856 cents per kWh, I simply 

subtracted four cents, and that was my definition of a 

four-cent inversion, by subtracting four cents from the 

average, yielding . 856 cents per kWh. 

I will try to speed up. I know this i s kind of dry 

material he.re . So in order t o determine how muc h 

revenue that first block, if you will, of 800 kWh, that 

FLORIDA PUBLIC SBRVICB COMMISSI ON 
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was fii'J cutoff point, from zero to 800 kWh was my first 

stratum. By determining what the usage t hrough 800 kWh 

was, I could .ultiply that by my first block c harge . 

COMMISSIOHBR GARCIA: It's to consume -- it's to 

cover the cus tomer charge just with those who used 800? 

MR. GOAD: No. Actually t he customer charge was 

not taken into consideration at this point. It had 

already been put into a total revenue number . And I 

will get down in the next step I believe, step five . 

And I'm just going to recover what I need t o recover. 

At the .856 cents, there was no rationale for recovering 

eny certain component. It was just by s ubtracting t hat 

4 cents, that's what it left . 

When I multiplied those numbers I got $34 million. 

The $34 million is essentially going towards that 325 

million i n reve nue requirement. So intuitively what I 

have don.e is subtracted it f rom the 325 mil lion, leaving 

me $291 million I need to make up. That' s the revenue I 

need to recover in the second block, which would be 801 

end above, all the usage above 800 essentially . 

So once I have determined that, I have to determine 

the kWh used in t hat level, 801 and above. So simply 

what I have done, I have taken the total kWh consumed of 

6,710 ,000 1 000 end subtracted what I've already used in 

step four -- step four, which yields 2 , 675,000,000 . 
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By dividing that into the necessary r 9venue t o be 

made of 291 million, I arrive at 10 .891 cents. This is 

wbat will be charged to any consumption over· kWh. 

Now if you notice on the bottom, the .1156 cent ~:~ and 

the 10. 891 cents, we will use them for future reference, 

so keep tb .. in mind. 

Again, the first 800 kWh will be billed . 856 cents, 

and anything over 800 would be billed 10. 891 cents . 

This is when we get t~ using thosr numbers on page 

nine. 

A representat.ion of the standard flat rate is shown 

on linea one through five. As you can s ee, you have a 

component of a customer charge of $8.85. And you have 

your energy charge, multiplied by 1, ooo kWh at 4. 02 

cents, leaving a charge of $40.20. Your cost recovery 

charges, as I stated before, we will hold t hose whole. 

1fe will not vary them, depending, regardless of the 

rate, are $31.94 total. That's fuel, environmental, 

energy, whatnot . 

That leaves a total bill of $80 .99. That could be 

considered an average bill in the state currently for a 

residential customer at 1,000 kWh . 

COMMISSIONER GARCIA1 1,000 kWh ie an average bill 

statewide? 

HR. GOAD: The total. 1,000 kWh is generally used 
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for ca.pa.riaon purposes. In my opinion an average usage 

would be approximately 1100 to 1200 kWh. It's just 

considered the norm to use 1,000 for comparison 

reasons. 

HR. CBU.BS: May I ask a question? 

CBAI:RNAB CLARJt 1 Go Ahead. 

HR. CBILBS1 On thia sheet eight where you have the 

development of the nonfuel energy charge example, first 

of all ia this baaed on number• for any particular 

ca.pany 1 or are they just bypothetl.cal? 

HR. GOAD: Well I didn't want to pick on anybody. 

I didn't want to put any nasus down. But I did use data 

that vas supplied to me by the companies. And this was 

data froa Plorida Power Corporation. 

HR. CBILBS: The other question than ia, in doing 

thie calculation of the various c hargee, have you done a 

companion analysis which would show the relationship of 

tho resulting chargee to the costa of providing service 

at those levels? 

HR. GOAD: No, air, we have not . 

HR. CBILBS1 Or have you shown the calculation of 

tho coat components? In other words if you have a 

charge of .856 cent• for the lower block of consumption, 

ao.e coats are being recovered, but we don't know which 

onesJ ie that right? 
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HR. JBNJtiNS1 Katt, that ' s correct . When ve go to 

inverted rates or even c~roial induatri~l discount 

rates, we no longer do coating. We're into the world of 

pricing. And this ie more of a pricing exercise as 

opposed to a coating exercise . And for that reason we 

did neither of the things you speak of. 

MR. CBILBS1 Well ie there going to be an 

opportunity to talk about that decision? 

MR. JBNJtiNS1 Yea. Anytime you wish . 

MR. CBILBSI Well I d on't want to take it out of 

order, but t .hat' • a fundamental concern that we have . 

COJOUSSIONRR JtiBSLINGt I can' t hear you . You're 

talking that way, aDd your ~e is over here. 

MR. CBI LBS 1 I ' m eorry. I don • t want to take t ho 

aubjeot out of order of your tutorial. I don't see an 

opportunit y to diacuaa it. 

MR. JB~tNSt I t's under 2 c, track costa. 

MR. CBILBS1 Okay. I read that ae an assertion 

rather t han a what-do-you-think. Okay . 

MR. JBNli:INSI Go ahead, Reese. 

COMMISSIONER JOHNSON: What did you say the average 

kWb vas for a resident? 

MR. GOAD : Thb ie in my opinion from looking at 

the data . I would proximate it to be from either 1100 

or 1200 kWh, dependi ng what region you're in . 
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COMMISSIONBR JOBHSON t Okay. 

CBAIRHAN C~1 Is that a simple average? 

MR. GOADa Yea, -·-· 

CHAIRMAN C~ I Okay . 

MR. GOADa To continue, what I've done on t his page 

nine is juat shown a comparison -- we've just gone 

through the standard flat rate which yields a total of 

$80.99. In comparbon, the 4-cent inverted rate that I 

spoke of earlier on the previous ~~ge, how I developed 

it, with no customer charge, th.at being collected in the 

energy charge, that inverted rate of 800 kWh, t he fi.ret 

800 kWh would be bil led .856 cents, whic h would total a 

charge of $6 . 85, the residual amount, or the amount over 

800 being billed at 10.891 cents, excuse me, would be 

charged $21.78. 

And again the coat recovery c hargee would be 

whole. They would be $31.94, totaling 67 . 57 . As you 

can see, that would lead to averages, because we're 

using 1,000 KWH, of 8 . 099 cents pe.r kWh, and 6.057 cents 

per kNh at 1,000 kWh again. 

What I would like to do, I would like to skip to 

page 14 so I can continue on these particular numbers . 

Instead of just shoving for 1,000 kWh, what we have done 

is shown 500,000 and 3,000. At the top is the standard 

flat rate, which at 1,000 is $80 . 99 . 
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COMMISSIOHBR GARCIA : Where are you? 

HR. GOADa Page 14, I'm sorry. And the middle 

charqe ahowa the inverted rate, with the 1,000 kWh being 

$60.57. What you can aee from thia charge, at 500 kWh 

there ia a fairly aubatantial savinga, using the 

inverted rate, which would be $24.67. That • • abown in 

the bottc. block. And the 3,000 kWh, which may be 

arc what extrese, but we've uaed it juat to ahow you, 

U. a coat to the norzal - - the current ratepayer of 

$117. 'fbat •a what they would be paying over an existing 

bill now. 

Nov if you could t urn back to page ten, I would 

like to talk about that page. Juat to throw aome 

.aderation in here, what I've done on this ia again 

ahown the atand•rd rate, where 1,000 kWh ia $80 . 99, and 

what a atandard rate would be with no custo.er charge . 

And that, uaing the 4.856 cents, what I used before, 

which would be the flat rate, just recovering the 

cuatomer charge where I had not previoualy, the dollars 

generated by a cuatomer charge . 

And you can see at 1, 000 kWh for a standard 

reaidential rate with no customer charge would be 

approxillately $80.50, which is almost ind.iffere.nt to the 

cuata.er now. At the 500 kWh level, there would be a 

$4 . 67 eavinqa. And at the 3,000 kWh level, there would 
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be a $16.23 coat. 

Row what I would like to point out, thero Al'ft ·

there are people that uae under 500 kWh t hat would ba 

saving even .are, because aa tbia -- al your kWh 

consumption increases , th.e cuatom.er ohargt. ia sptood, 

and it results in leas and leas cost por kWh. Now 

without the customer charge that would not bo 

necessary. So the customer would not incur t bftt 06 .08 

charge. 

So, for example, at 300 kWh, t he saving• would bo 

subatanti.ally greate.r than the $t . 67 •• a proportion to 

tbe bill. Aa you go through thia psoltot, pag., 11, 12 , 

13 

COMMISSIONER DEASON& Let 1110 ult a qu .. t:J.cn . Xn 

fact, if you had a customer who ueod aero coniUJllPtion, 

their savings aa a percentage would bo on i nfinite 

aavingat is that correct? 

MR. GOAD: Yea, air. Yee, sir. 

COMMISSIONER DEASON: r.:ecauso ri9ht now t hoy hav• 

to pay a customer charge. And under what you havo aot 

out on page ten, they would havo -- t hey would hnvo uro 

charge? 

MR. GOADz Yea, sir, that is correc t . 

COMMISSIONER DEASON• And t horo ore oultOnloto, 

vacation-type customers where that could opplyl il that 
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correct? 

MR. GOADl Yes, sir. Pages 11, 12, 13 are the 

..-.. They're of al l the utilities, the fot~ major 

IOUe. I will eave tiDe and not go over each one of 

those. But they're just showing the same calculation. 

As you notice the rates are different, depending on 

the utility, because of the usage. Just as I developed 

on the one page where I derived the .856 cents and the 

10.8!5~ , that's depending upon the usage of that utility 

aDd the agg-regate of their cuetCDera. 

MR. BARRiltGBRl Reese, your 4-cent example ia a 

little bit different -- isn ' t it? -- than Power ' 

Light's 1 cent? 

MR. GOADl Yea, it is. 

MR. BARRntGBRl Power ' Light' a is 1 cent just 

bebMen the two blocks, and whe.re you're calling it four 

you're ending up with basically 10 cente7 isn ' t that 

right? 

MR. GOADl Yee, eir. That ' s correct. That was 

just my interpretation of the 4-cent inversion, ao that 

we all understand. Just a couple ~re to go over. I 

would like to turn to page 19 if we could. 

As we spoke of earlier, the average cents per kWh 

generated by the different rates, I have three on here 

of tbe standard, which is denoted by the c ircles. And 
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it's a slightly declining line; a standard rate with no 

custcaer charge, which is denoted by the triangles, and 

it • • ca.pletely flat lined. Obviously each c harge p«-•r 

JcWb would be the ...,. • And than I have the inverted 

rate 

COMMISSIONBR GARCIA• The current system IIIAkes it 

lese expensive the more you use; correct? 

MR. GOADI Yes , sir , on a per kWh basis. And than 
l 

also I have the inverted rate, which is again 4 cents, 

by JrY definition, denoted by the squares. And as you 

can see, that would intersect the cur1:ent rate at 

approxblately 12 to 1300 ltWb would be your indifferent 

point. A customer currently would not care one way or 

the other if they were on an inverted rate or - -

COMNISSIOIIBR GARCIA I It' • a little bit above where 

the average customer is? 

MR. GOAD: Yes, sir. And anything below that the.re 

would be a savings, as you can see, generated by that 

area creating -- anything above that would be a cost to 

the cuetomer . But keep in mind as we talk further and 

we apeak of poeaible price aignals, this IIIAY l ead to 

price signals. The cuat011ers IIIAY respond to these price 

signals. 

COMMISSIOH'BR GARCIA1 Correct, 

MR. CBILBS1 Wasn't one of the r easons on page 19 
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where you ehow the triangle as flat with no customer 

charge, waan't one of the reasons that that existed ie 

beoauae the cuetomer charge wae eeparately atated on 

billa a number of year• back? I -an before that rates 

for reeidential were off d.eclining block: were they 

not? 

COMMISSIORBR ~IBSLINGa Were what? 

MR. CBILBSc Declining block, with the aesumption 

that over a particular level of consumption, all coste 

in the cuetc.er category bad been recovered, And 

therefore the rewaining charge per kilowatt hou.r was 

lower? 

MR. J!KliNSc Matt, I think you're correct . It's a 

little bit before I got involved in rates . Ie Dave 

SWAfford in the rOOJD? I saw him earlier . Be might be 

able to Answer that queetion. 

MR. CBILBS: I will try to anwer it. You can 

check it. I think that'• the case . I think you did it 

in connection with the rate structures docket. 

COMMISSIONER GARCIA: Before you do it, why don't 

you explAin what you're talking about . 

CHAIRMAN ~~ Matt, let me ask you to do one 

thing. 'l'l.lrn the other microphone towards you also. 

Leave tb- both on and bri.ng them both there. Great. 

Go Ahead. 
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HR. CBILBS: What I'm talking about is that t. ~ an 

earlier time the coats for the customer, 1:he basic 

coste --

COMMISSIONER GARCIA: Mr. Chiles, could you give us 

a better idea, an earlier time? Were there dinosaurs? 

What are we talking about7 ten years ago, 15 years ago? 

KR. CBILBSa Talking about starti ng in 1978 with 

the paeeage of the Public Utilit y Regulatory Policie• 

Aat, PORPA, the rate structures docket. And their 

eeriee of orders on that, including an Order 10179, 

ieeued August Jrd, 1981 in five separate dockets . 

The docket• dealt with peak load prici.ng, declining 

block rat.ee, co1t of service, l oad 11111.nagement decision 

IIAlc.ing, and in general t .he docket on PURPA standards. 

And my point VAl t hat when you ehow this as being a 

flat line , you could have shown it with the no cuetome~ 

charge in fact declining above a certain level . And if 

you did - - a certain level of consumption . And if you 

did, tha~ would describe the situation that we had at an 

earlier time . 

KR. JENXINS r I think that's correct. And my only 

hesitation ie, I'm not sure of the statue of the 

customer charge prior to that level. I think there was 

one, but it vae a half or third ae to what it is now. 

That •• just my vaque recollection. 
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HR. CBILBSl Okay. Wall my -- the reason for my 

o.bearvation is that to - it sugqeete that there is a 

jud~nt here, that a judgment was made at one time to 

cr-te a separately-stated customer chargu and bill the 

cuet~r for it, and that the consequence was that you 

left -- you were left with essentially a flat rate. And 

nov we would incorporate the cuet~r charge and be left 

wi th a flat rate under you: proposal. 

MR. JBHliNS l ~hat's correct, if that's what you ' re 

asking. 

MR. CBILBSl All right. 

COMMISSIONER DEASON : Let me ask the question. The 

inverted rate , are you also includi.ng withi.n your 

definition of inverted rate, no custo-r charge? 

MR. GOADl Yea, ei.r. 

COMMISSIONER DEASON: You can have an inverted rate 

and still have a oust~ charge? Just for purposes of 

your presentation you've done both and called it 

inverted rate? 

MR. GOAD l Yea, ei.r. Earlier, probably a couple 

months prior there was a packet of all aorta of numbers 

in it that had all the combinations you could think of. 

Ju•t for our demonstration purposes, this is the one we 

picked, the one without the cust~r c harge. 

MR. JBHliNS l Mr. Dea.aon, the reaaon we pioked it 

. 
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with no customer charge is because you can invert the 

rate 4 cents, which to my mind is the limit. But upon 

inverting the rate 4 cents, if you still have the $8 or 

so customer charge, the effect is very minilnal. So 

we - - that's the reason for combining the two . 

Your next question probably is, why did why do 

we feel the 4 cents is the maximum. And the answer to 

that question ia, if you invert it more than 4 cent&, 

then you start getting into an area where customers are 

not paying for the fuel they cause to be burned on a 

pe.r-kilowatt- hour baaia. 

So we have two constraints: one, we didn • t think an 

invert.d rate should go below fuel charges, although 

that's not sacred in any sense jn the world of pricing; 

and two, the customer charge was such a dominant up 

front number, we thought eliminating it would cause a -

would result in a significant nvmber. 

COMMISSIONER DBASO!h Let me ask -- I t .hought that 

you were adding on a11 cost recovery mechanism typo 

coats on - - in addition to your nonfuel energy charge. 

MR. JBNKINS1 That's correct. And if we were to 

start inverting it any more we would rapidly begin to 

get into fuel. If you saw the number for the nonfuel 

energy charge below 800 kilowatt hours, it's .8 

something cents, very BIIIAll. If we invert that any more 
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we're going to be into the fuel coat recovery numbers. 

MR. GOAD: What technically would be happen.i ng is, 

we would be paying the customers to taka energy below 

800. It would actually be a credit towards them . 

MR. BARRINGBRa I think another way to look at what 

be's saying ia, when be calculated the flat rate of 4.8 

cent&, they can only invert it something less than 4. 8 

cents, or they go negative , which would than sta.rt going 

into the fuel OQIIIPOnent. 

MR. JBNIUBS a That • s co.rrect . Agai n, that's not 

ucred in the world of prici ng. 

COMMISSIONER DBASONa Maybe it•a not sacred in the 

world of pricing, but it certainly would be sacred in 

the naae of common sense; wouldn't it? 

(Laughter). 

MR. GOAD: The last sheet that I would like to 

apeelt on ia page 20. It's just e comparison of t he 

total billa of the standard current rate, the inverted 

rate and the standard rate without a customer charge. 

COMMISSIONER GARCIA: Your inverted rate here is 

how many cents? 

MR. GOAD: It's 4 cents . 

COMMISSIONER GARCIA1 Same as we've been going 

through? 

MR. GOAD: Yea, air . As you can see, and we've 
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already ahown the aavinga earlier, there ie a aavinge up 

to approxiaately 12 to 1300 kWh on the inverted rate, 

aDd that aavinga would be even -- whether you camp~~e it 

to atan:!ard rate without a customer charge or the 

atandard rate. And than thereafter it would increase. 

Aa you can aee, the widening of the linea where the 

cuata.er would actually pay more. 

But I would draw attention &lao to the line with 

the trianglea, which waa the atandard rate without a 

cuata.er charge, there would oe aome aavinga below 

approxiaately 1,000 kWh. And it would coat only 

alightly mDre above that point. 

Aa I aaid, we've already spoke of those numbers. 

»ow I would like to turn it back over to Hr. Jenkins. 

HR. JBHitiNS: Are there any more queetiona j ust on 

the aath and what waa done from anyone? Okay, Bill 

Slu•aer. 

HR. SLtJSSBR: It wae already point ed out , but I 

atill want to reiterate it again. What you call a 

4-cent inveraion here ie resulting in actually a 10-cent 

differential between the firlit block and the second 

bloc.k. 'l'he pricing here f or over 800 kilowatt hours 

with your billing adjuatmente ie approximat ely 14 cents 

a kilowatt hour, and the first 800 are at 4 cents a 

kilowatt hour. 
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To ae that's a 10-cent differential . You call it a 

4-cent inversion. I see the 4 cents as being part of 

the math of getting to the differential . But reslly 

that • s a 10-cent differentJ.al a.nd in rtry opinion a very 

unrealistic example. 

COMMISSIONBR JOHNSON: Bxplain that again. 

MR. JBIOtOIS 1 '1'U.rn t o page nJ.ne. Thia is the page 

we went over. And what Mr. Slusser is talking about is 

on lJ.ne 7 A and 7 B. Aa you recall from the prior page, 

- · ve CQIIPuted an ave.rage cents per kilowatt hour, and 

than subtracted 4 cents, and we call t hat a 4-cent 

inversion. 

What Mr. Slusser, aa a matter of definition is 

saying, when you go to the result of doing all that, 

ehovn on line 7 A and 7 B of page nine, you have a . 856 

nonfuel rate for below 800 kilovat~ hours and 10 cents, 

10. 891 cents , for above 800 kilowatt hours . That • s 

at.ost s lightly over a ten to one ratio . 

MR. SLOSSBRa With your billing ad j ustment it adds 

another three plus to those -- three plus cents to those 

numbers. So the rate design is really approximately 14 

cents per kilowatt hour for usage, for kilowatt hours 

over 800 kilowatt hours . Onder 800 kilowatt hours i t ' s 

4 cents . That is a very extreJDO rate design i .n rtry 

opinion. 
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COHKISSIORBR JOHNSON: Where would I see the 14 

cents? 

MR. SLOSSBR1 Adding the coat recovery oh~xgea, 

they add a~proxiaately three -- 3-plua cents . They 

would be c~n to both bloou. 

29 

COIOIISSIONBR JOBNSO!h So you' re saying I '111 

supposed to be OOIIp&ring the difference, the 4.2 cents 

to the 10 point --

MR. SLOSSBRt No. To be fair the standard rate 

with the coat recove.ry charges would be approximately 8 

cents a ld.lowatt hour. And you • re compa.ring that to u.n 

inverted rate design example here that would be 

approxiaate~y o& cents for the first 800 and 14 centa 

over 800 . So that•a the compariaon . 

MR. GOAD1 If I could, again, this is juat an 

ex•aple, there are many other inversions we can uae . 

ADd just for our discussion today, i t would probably be 

easier if we only used one defi nition; I don't care 

which on.e we use, either differential or inversion . 

I ' ve used 4 centa throughout my prea~ntation. ~ 

long aa we understand that's approximately, on these 

examples , a 10-cent differential, it will probably be 

easier. 

Again, these numbers that have been ganerated by 

what I call a 4-cent inversion, it could very well have 
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been a 3-peroent inversion . It ' s just for our example. 

COMKISSIONBR GARCIA1 Let me a.ak, the theory of the 

800 kilowatts, why ie that t he break point in how you 

did your inversion? 

HR. GOAD& In exallini ng t he data, the majority of 

cust<m~ers , their use of some sort fell i n that BOO kWh 

strata. Whether -- for example, a customer using 2500 

kWh, at some point they consume 800 kWh. So you have 

your biggest overlap at that point . 

So this would -- I don't want to say all, I take 

that back. The majority would receive some part of t his 

rate, the low end of t .his rate. 

COMNISSIONBR GARCIAz But it doesn't necessQrily 

have to be -- I 'm sorry. But it doesn't necessarily 

have to be broken up at BOO? 

MR. GOAD: Ho , air. 

COitMISSIOHBR GARCIA: You used that as a jlllllping 

off point? You could also structure it by tiers, 200 , 

200, 200, until you reach a max here, and you stay flat 

from there once you cover your coats; right? 

HR. GOAD: Absol utely . 

COMMISSIOHBR JOBHSON: Let 11'.8 ask you a question in 

t erms of , the gentleman that was just discussing the 

4-cent -- what do you call it, inversion? 

MR. OOAD : Yea, ma'am. 
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COMMISSIONER JOHNSON: -- led to a 10- percent 

differ ential. What does the 3-cent lead to? Does the 

differential become leas as the numbers go down, and 

what would t hat be? What would the differential s be? 

Like I think Florida Power & Light said they used a 

1-oent? And what would the differential be there? Do 

we have that in here somewhere? 

MR. GOAD : No, 11111 ' am, you don •t have that. I car. 

answer the question for you. You say -- you want to 

koow the differential created by a 1-cent? 

COMMISSIONER GARCIA: Isn't that what Florida Power 

& Light does presently? 

MR. GOAD: Theirs is a total 1- cent between --

1- cent differential H you will. 

COMMISSIONER GARCIA: What is their brea.k point? 

MR. GOAD: 750 kWh. 

COMMISSIONER GARCIA: Everything under that is one 

penny leas and everything above is one penny more? 

HR. GOAD: Yea, air . I think i t's 3 . 9 and 4 . 9 if 

I'm not mistaken. 

MR. CBILBS: I thin.k it ' s on one of your earlier 

handouts too. But t .hat would not be within the same 

t .hat penny differential I don • t think is in the same 

definition that you have for a penny differential; is 

it? It • a diffe.rent. 
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MR. GOAD: Yes, sir. 

MR. CBILBS: We can ' t look at ours and say that 's a 

penny difference; that's what yours would be, your 

definition? 

MR. GOAD: Right. 

COMMISSIONER JOBNSON: But staff said that it did 

have, using its particular definition, what the 1-cent 

would be, 2-cent and 3-cent. Just for my edification, 

ie that information easily accessible? 

MR. GOAD: Yes. It would be approximately -- now 

this i• company specific, because again as the 

diabureion of the usage. 

COMMISSIONER JOBNSON: You're going to use the same 

CQIIlpany? 

MR. GOAD: Yea, ma ' am, to be consistent. It's 

approximately two and a half cents . And the 3-cent 

would be --

COMMI SSIONER JOBNSON: Wait, the two and a half 

cent• was for two cents? 

MR. GOAD: One. 

COMMISSIONER JOBNSON: One cent, okay. 

MR. GOAD: The three-cent would be seven and a half 

oentc appro.ximately. 

COMMISSIONER DEASON: But all of t hose numbers are 

impacted by the fact that you're doinq your inverted 
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MR. GOAD: The numbers I'm giving you, yes, sir. 

COMHISSIOHBR JOHNSON! And explain to me again, I 

think Joe stated it, but why we were assuming no 

custODer charge. 

HR. JBNKINS: We went to no customer charge 

because I'm going to get into it in a few minutes 

here -- is if we're going to have a conservation effect, 

in ay mind the impact or the d.ifferential needs to be 

quite high in the tail blook. But I can't make it so 

high as to in theory be charging leas than fuel costs in 

the lower blook. So my upper constraint is 4 cents a 

kilowatt hour and no customer charge. 

COMHISSIOHBR JOHNSON: Does a customer charge 

having or not having the customer charge in and of 

itself impact conservation? 

MR. JENKINS: I think it impacts conservation, just 

by itself. Just eliminating it impacts conservation, 

because it raises the tail blook rate. 

HR. GOAD : You may want to refer to page 20 of the 

handout. That shows you what the customer perceives as 

a declini.ng cost of energy for the current rate . But 

just -- if you just eliminate the -- I'm sorry, page 

19. 
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COMMISSIONER GARCIA: The bottom e nd is where you 

have the -- well I thought page - - page 20 demonstrates 

it pretty clearly a l so, in other words the difference 

from the low end uaer, the one who ia conservative. 

MR. GOADz You can derive it from page 20 also, 

yea, air. What I waa referring to on page 19 is t hat 

the cuatomer, at no point do they feel like they're 

apending le88 per lcJfb on their usage. At all times it's 

juat the aame . Aa you can aee on the current rate, it 

decline• the mor e you uae 

COHHISSIONBR GARCIA& ~he more you use the less you 

pay per kilowatt hour. 

COMMISSIONER DEASON: A customer on hie or her 

bill, they aee the customer charge; do they not? 

MR. GOADr Yea , sir. 

COHHISSIONBR DEASON: So if they ignored that 

d.etail on their bill and looked at the bottom line bill 

in kilowatt houra, they may get that assumption that the 

more they use the less they're paying . But if they 

analyze the detail of their bill, they realize that the 

customer charge is a flat amount regardless of 

conawaption? 

MR. GOAD: Yes, air, I would agree . 

COMMISSIONER JOHNSON : That is where it was a 

litt.le confusing to me as to how t he customer charge 
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impacted conservation, because personally I never 

thought of the customer - - I've seen it as kind of a 

fixed c harge that didn't deviate aa to whether or not I 

used more or leas. I guess we would have to reeducate 

them if we went with a system like this. But i n my mind 

it's not related. 

MR. JBNKlNS: When you have an energy audit, the 

en.ergy auditor comes to you.r house and says, if you put 

in ceiling insulation, he's only going to look at the 

ce.nta per kilowatt hour that you save. Be • a not going 

to show you s aving the customer charge. Be's going to 

use a lower cents per kilowatt hour, tic.ea the number of 

kilowatt h.ours the ceiling insulation would save. 

So if the customer charge ia spread over more 

kilowatt hours making that end use block, whatever the 

customers happen to be, it's going to show a slightly 

greater savings. 

COMMISSIONER GARCIA: I think it ' a demonstrated on 

page ten where you ' ve got the chart, someone using 500 

kilowatts is going to save a considerable amount of 

JDOney in terms of the proportion of that bill. So $4 

out of 40 is a considerable, like 10-percent savings, 

little bit leas than 10 percent; correct? 

HR. JBNKINS: We're going to get i nto a lot of the 

effect of conservation as soon as we leave this item. 
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COHMIS SIONRR GAROIAI I' ~ PUIIV • 

MS . SlUMs Well than 1 Qlll .. ll} wi ll Wil l i II hll 

before I respond to 10me ot \.hi 1101 ul • yuu 111M I· tMuh• • 

HR. JBNltiNS s Wdl I don 'I ht~Vd h\1'1\V tHt l lll-li I II 

make, Deb. Why don • t you oo e.ht"d , I) Ill • .. ,.y ~·m~tiJh!uQ 

wrong or --? 

MS. SWIM: No . I ju1 t; Wl!ll tl4id IJO k l lll l 11t IWI"lJl l i\Hllltlli 

what you said on t he oonlel:'lfftl.:l.oll Ul. t~O lid 141111V ,j 111"11
1
"

1
• 

MR • .JBNXINS • Go a hoad. 

MS. SWIM: Our pritncu:y OOfiOiJ I) Il J.li \. Il l' I I !lVI' I lolltl 

rates are being pro, oeed •• ft WIAV llO IIUlllH !1\1 .. 

effloiency instead of or j 11 iiddill.i 011 I ll 11\1,1111 V ~lllH 
pJ:ograma. And we wanted to ll i Qhl.iQh tWitli.' I Milll~H wiitl oil 

must be analyzed before J.uvcu~tl~tt.l t41Jdll Ill fl !ithtJ41·
1

MII "" 8 

way to encourage ef ficiency . lind Uhh lit kIn~ I ot 

relates to what J oe wae j uot lllk111" 1111\111 1 • 

We t hink i t ' a illlportAil t \lO (,lUI II Jry Will( I .. t f I 0 I IUHJ)' 

investments actually would t o k41 pl !lOt' I Whit\ "r I f! IIHIUY 

investments woul d hiqh u .. , hi1J II• l) t 1 " till lttHti11 M tl11\ke, 

f or example . 1\.nd that really l)op~nt iH llll wh .. IIUH I h• 

inverted r at es would ovoroome tMI!k.-t. l111IJ ltl• • 

Ae you know, market bArrbt• AJ Whll\ ~--~~ 
customers from ma.king bill-eovill\1 • r r I II hHHJV I tiVillllllflltll .. 

that IIIAke economic t on .. , bOOIUitf llhtY l.lt~IIVfl h ill 

savings that c ontinuo l ong d tett' Chn lnutlltl 111111 nn•t• 
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of the measure ie repaid. 

The bigb first coat market barrier would in fact be 

reduced by having higb.er rates in the highe1.· uee block. 

So that means that by reducing this high first coat 

aarket barrier, bigb prices would in fact induce soma 

high users to buy efficiency measures. So that would be 

an increase. 

On the other band there are other market barriers 

that would continue . Tenants would still forego 

efficiency investments that primarily benefit 

landlords. Bui.ldere would .till f orego efficiency 

inveet.enta that primarily benefit homeowners. 

Lack of capital in t .he high use, hl.gh price market 

would continue, and lack of access to information would 

at ill continue . You know, if there are some low income 

households that are high uae, they could he particularly 

burt in the situation. 

So our point i1 that we need to analyze and 

quantify thi.ngs before we decide that inverted rates are 

efficiency inducing. Bow much efficiency investments 

would the high use cueto1110ra actually make? And 

associated question• are, you know, how about the low 

uae cuatoaere? Would they forego efficiency investment s 

or use .ore electricity? Bow much? And of course all 

of these answers depend on where and how much the rates 

' 
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So tboae are acme thinga we think need to be 

analyzed before deciding efficiency is going to be 

pr01110ted by these ratee. 
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Another, a third and last thing that we think need• 

to be looked into ia what would be the impact on utility 

demand aide .anage.ent programs? Would we have more 

energy aavinge from DSH, or would we have leas? We are 

concerned that inverted rates could be --

COHHISSIONBR GARCIA: Give me a scenario why we 

waold have leaa. 

MS. SWIM& We could have lese, bec ause in Florida 

our DSH programa are RIM based. And becauee we a.re RIM 

baaed, lost revenue• place a key role in utility demand 

aide aanage.ent programs. 

COHHISSIORBR GARCIA: What lost revenues are we 

talking about, beoauae of efficiency? So if there was a 

olauao in tbia that allowed the companf to adjust rates 

according to the ueage at the end of the year, if usage 

had dropped, would that still affect it? 

In other word• you bad a price clause. At the end 

of tho year let •a aay it produced all eorte of 

efficiency, as an example, becauee you're almoet arguing 

that the efficiency of the customer would produce a lose 

in DSM program• ' funding . 
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MS . SWIHa 'l'bat•a the way it works under the rate 

impact measure coat- effectiveness teat, which ia what 

the COIIIIII.i.aaion baa favored . 'l'he more enerqy that • s 

saved, the more revenue that's lost, the less that's 

cost-effective. 

So if there was some sort of revenue adjustment 

~~ee.bani- that made the company neutral and eliminated 

tbia problea, than we would not have this concern. But 

- haven't seen that proposed right now. And we think, 

you know, basically, there should be a quantification, 

you know, on this point before -- before proceeding . 

COMHISSIONBR JOHNSONa A quantification of? 

HS. SWIHa 'l'he impact -- bow much energy savings 

there would be both pre and post the i nverted rates fro.m 

utility DSH prograJU. However we might --

COHMISSIONBR GARCIA: Funding of utility DSH 

prograaa? 

HS . SWIHa The funding of them, is that what you 

sai d? 

COHHISSIONBR GARCIA: Yeah . 

MS. SWIMa Right . 

COHHISSIONBR JOHNSON: Could you walk me back 

t .hrough your concern with respect to, we need to measure 

the a.ount of efficiency or amou.nt of energy that would 

not be used, because that will impact the utility's 

FLORIDA PUBLIC SBRVICB COMMISSION 
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bottoa line. And your concern with that -- what would 

be the negative raaifications? What was the next step? 

MS. SWIMs The way it's typically done, you know, 

the .ore energy a DSH .. aeure eaves, the more revenue 

the utility loses, and that makes the measure less 

likely to be cost-effective, particularly RIM 

cost-effective, because that adds l ost revenues as 

progr- coste. 

If as is typical, tho hiqh use, high price rate 

block is uaed to calcu~ate the lost revenues, tha.n lees 

DSM would be cost-effective, because the lost revenues 

would be higher. A short way of saying that is the 

utility would use 14 cents per kilowatt saved rather 

than 7 cents if the rates were not inverted. 

I actually do have same written comments that I can 

band out that would perhaps be helpful for you. 

COMMISSIONER JOHNSON : That would be helpful. Deb, 

you were saying the utility would ure 14 cents as 

ca.pared to 7 cents? 

MS. SWIM: It depends on how muc h and where the 

rates are inverted . But for the high block, the high 

use, high price block, there will be more lost, because 

the -- the rates are higher. So there would be more 

lost. 

COMMISSIONER JOHNSON: Okay. I see what you're 

FLORIDA PUBLIC SBRVICB COMMISSION 
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.. ying. Okay. 

COMMISSIOHBR DIASOHa It would be more difficult 

for a .. aaure to paaa a RIM b&aed coat-effectiveness 

teat? 

MS. SWIMa That's right. 

CONMISSIOHBR JOBNSON1 Because of the higher 

rate a? 

MS. SWIMI Yeah. And, you know, in -- I queaa the 

other c~.nt I wanted ";o make, in rtaff ' a handout they 

do note what I 'Ill talking about, the high tail block rate 

could increase lost revenues, may coat leas DSH to be 

RIM coat-effective. And they aay basically only load 

aanagement type programs may survive. 

I just wanted to point out that fur the moat part 

in Florida that ia 110atly what we have now. We have 

focused the utility DSM efforts in the great majority on 

load aanagement programa. 

And, you know, if we do uae this tail block to 

measure the lost revenues, there would be fewer load 

aanagement programs. So it wouldn't be just the 

continuing of the existing programa. There would be 

fewer. There ia different ways to adjust this. But it 

ia aa.etbing that needs to be looked at and quantified 

before---

COMMISSIONBR GARCIA: What ways could be used to 

. 
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MS. SWIM1 I am really not prepared at this point 

to say exactly the way that we would prefer. But, you 

know, uai.ng this high rate as t he lost reve.nue measure 

would have tbe result. I could get back with you with 

sea. ideas if you think that would be helpful. 

C~SSIONER GARCIA: I would appreciate that . 

HR. JBNJt.INS1 Okay. Let me continue. Deb, you 

said about everything I was qoi.ng to say for it8111 2 A. 

I have Jim Dean ready to talk about some example 

savings, again, with a customer using the high inverted 

rate and the example of a water heater and of a whole 

house saving. 

Sis savings are in the terma of t .he money that the 

ouata.er would save that would be available for some 

alternative or some conservation measure. Jim. 

MR. DBAlh If you will turn to page 23 to start 

with. What we attempted to do here, at Joe 's request, 

was to look at the actual impact on real billa for a 

sample of customers acrose the state. This ia 1994 

billi11g data for a very large sample of customers. 

ADd in the left-band column you have the kilowatt 

hour usage category for a year . And that's below 8,ooo, 

between 8, 000 and 10,000, 10 to 12,000 and so forth. 
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And in column two we have the percentage of the 

-population that usee that level in 1994. And than their 

average usage is in column three. 

Col\UIDS four and five are really the hllart of this 

table, because it takes the 4-oent rate and the 14-cent 

rate and cotually applies it to each month's bill to see 

bow their annual billa will change . So column four will 

show the annual bill under an inverted rate . 

Column five will show it under a regular 8-cent 

rate if you will. And than the diffbrence is 

represented in coluan six . 

So as you can see , for a customer using below 8,000 

kilowatt hours annually, they would on average save $210 

on their annual bill with an inverted rate . However, a 

cuatoaer using over 22,000 a year would show an increase 

in their bill of $666, using this i nverted rate 

.. thodoloqy. 

Finally the last column, seven, attempted to taJte 

the percentage of customers in each of those usage 

categories and see how many would be better off and 

worse off . And this is, not surprisingly, like below 

8,000 kilowatt hours, 99 percent of customers are better 

ott in an inverted rate, and only 1 percent are worse 

off. 

And t han when you get above about 14,000 kilowatt 
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boura a year, it kind of svinga 91 percent a.re better 

off, 9 percent are worse off. And then above 16, 

everybody in those usage categories are worse off :nder 

an inverted rate. So what this attempts to do is give 

you a view of t he equity impact of whor~ you're shifting 

the revenues and who i~ picking them up. 

COMMISSIOHBR DEASON: Let me ask a question. On 

your first usage level you ' ve got 1 percent that would 

be worse off . What is that, a situation where somebody 

baa a vacation home , they don't use it 11 months, they 

use it one month , and that on~ month they use 5,000 

kilowatt hours? 

MR. DBANI Yeah. It's someone with a load factor 

that one month they went well above the 800 kilowatt 

hours, and then a number of months they were well below 

it. So on average they got burned real bad . 

On the previous page, what we attempted to do was 

look at a purely hypothetical impact on a water heating 

bill. And I say hypotheticalJ the data is real, but the 

savings -- well I will explain it . 

Oh, I need to make one other comment about the 

previous page . I assumed no elasticities in that 

previous example, which is in fact not the case . When 

you change someone•• bill from 8 cents to 4 cents, you 

give them a price signal to take some action, in which 
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case they would in all likelihood consume more by s ome 

factor. 

When you give aomeone a 14-ctmt bill, as someone 

said, you're giving them a price incentive to conserve, 

and they would likely take some action. I didn • t assll.llle 

any transition effects in that previous table. But by 

and large in reality you would see low users consuming 

more elect.ricity an.d high uae.rs consuming leas on 

average. 

Now I will get t v the water t1ating savings. 

COMMISSIONER KIBSLINGI What page is that? 

HR. DBAN1 Page 22. 

COMMISSIONER JCIBSL.ING 1 '!'hank you. 

MR. DBANs We took that same sample of population 

and simply broke it down by t he size of the household, 

number of people residing in a household . These, again, 

are ful l - time residences: that is, they had 12 months of 

continuous bi lling data. 

Column two represents the population in the sample 

that has one person, two persons, three persons in the 

household . Than three is a model that we have that 

estimates bot water kilowatt hour usage. 

And so what we assumed is that the last block of 

energy that they consumed would be under an inverted 

rate or a regular rate. And column four and five 
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c~culates that kilowatt hour usage using an inverted 

rate and a regular rate. 

So, for example, a person with a two-person 

household conalliiMts about 1560 kilowatt hou ca each year 

for bot water in Plorida. Ond.er an inverted rate, if 

all of it vas charged under the inverted rate, the bill 

would be $220. If all of it waa c harged u.nder an 8-cent 

regular rate it would be 126. 

So in theory tbb particular customer would have 

$94 available to invest in alternative wate.r heating or 

aoae other ene.rgy conservation technology. Again, t c no 

one's surprise, the more hot water you use, the higher 

kilowatt hour usage, therefore the more you save under 

this inverted rate di'fferential. 

You would note , bowave.r, that the vast 1114jority of 

people in Plorida have one or two persons in their 

household. I think the actual average household size is 

about 2 . 3 in this state. So moat people's water heating 

usage is relatively low as a percentage of their bi ll. 

HR. BARRINGER: Ji.lll, can you go over those 

assu.ptiona that you have in there one more time for me , 

if you don't mind. You said that t he kilowatt hours 

here, you've assumed all of the water heating in the 

upper block; is that correct? 

MR. DBANs Right. Yes. 
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MR. DBAN1 Yeah, for purposes of the illustration, 

all of it ia aaaumed to be at either the upp£)r block or 

at the average rate. And that's probably n<>t true -- if 

yon will 90 to page 21 for example, and I wi.ll tell you 

it's not a realistic assumption, and it was simply for 

purposes of oompleteneaa. 

If you look on page 21, we took that same household 

aize and calculated tbei.r mean kilowatt hour 

coneu.ption, and than applied the inverted rate and the 

requl.r rate to their total billa. This is , ag~in, xaal 

data from real samples. 

Aa you can see, a household size for one person 

would on avera9e use 9930 kilowatt hours a year. Their 

annual bill would be 664 under an inverted rate. It 

would be 799 on a regular bill. 

Clearly these customers eave mooey at this uaa9e 

level. So they would in fact eave $135 a year. They 

would get a pri.oe riqnal to uae more electricity, not 

necessarily to invest in alternative watex- beating. 

MR. CRILBS1 Is another way of aayin9 that ia that 

for that 65 percent of the customers that you show on 

page 21, that thei.r i.ncentive would be to do nothing 

with hot water beating, because they're going to get 
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the -- already have the eaving1? 

MR. DBANt Yee, eir. I mean given price eignale, 

they're getting a lower rate. And their eignal would be 

to do notbi.ng or even to coneume more electricity. They 

aay in faot deoide to take more bot bathe or use more 

electricity for air conditioning. 

COMMISSIONER GARCIA: The other eide of Mr. Cbilee' 

queetion would be than the 35 percent who are getting a 

different price eignal would immediately be looking at 

ea.e type of relief? 

HR. DBAN1 I ' m eorry. Say that again . 

COMMISSIOHBR GARCIA! Bottom line, he's not getting 

aay prioe i.Ddication or any price 1ignal to do anything 

with water heating. Obviouely the other 35 percent 

would t..adiately receive a price eiunal? 

MR. DBAN1 Right . Their price eignal would go up, 

and therefore they would be more motivated to take some 

action to bring thei.r bills back dOW'l into a more 

manageable level. 

HR. CRILBS: What I was trying to underetand is 

that for thoee cuetomere in -- the 65 cuetomere with the 

one and tvo-per1on boueebold, that they're going to get 

their eaving• from the change in the rate level . And if 

in fact they than took the step of inetalling a water 

heater, there ia not going to be that much additional 
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savings for t hem at that low rate to realize any more, 

any mo.re savi.nge than they alread!' have? 

MR. DBAlh Finally column seven simply abows, 

again, the percentage within eac.b of those household 

groupe that are better off and worse off . And, again , 

it reflects the equity impact of who benefits and who 

loses under O'Qr proposed rate like this . 

COMMISSIONER GARCIA: You 're talking column seven, 

page 21? 

MR. DEANa Yea, air. J'Qat t he percent, like 

household s i ze number one, 86 percent are better off 

with an inverted rate , and 14 percent are worse off with 

an inverted rate. So t hia was just an illustration of 

one conservation technology and the impact of this 

rate. Joe? 

MR. JBNXINSI Okay . Thank you, Jim. Let me just 

mention we used a bot water heating example because 

that 's the one where we feel most comfortable with the 

data. You could do similar examples for other 

conservation measures . But as you select more measures, 

the measurement or the sampling becomes expensive and 

COIIIpl icated, and you get i nto all the sorts of issues we 

talked abo'Qt during the conservation goals docket two 

years ago. 

Let me also amplify on something Deb Swim said. 
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With an inverted rate, with more revenues in the tail 

block, more fixed coat revenues, t he utility will lose 

more money with oonaervation. Deb mentioned nomething 

that I think vas all uded to like a revenue d~oupling • 

Well that's fine and good by itself . 

Still the probl .. ie, we have more and more 

proqraas with an inverted rate that fail to pase the RIM 

teat. The reaeon we have the RIM teat ie becauee other 

cueto.are are paying fr~ the conservation pr09ra.m 

through the coneervation c lause . And we thought years 

ago, and I t hink still do, it • s inequitable for some 

ouatomer to be paying other customers for their own 

detr~nt. 

Boveve.r, if you go into the vorlti of pricing, and 

you get away froa a utility -- conservation being 

induced and paid for by utilities who collect the money 

from cuetomer e, than everythi ng is f~ir game. Whether 

one customer install• a conservation measure that maybe 

cause• a lot of loet revenues a.nd causes rates to go up 

because of that conaervation measure -- I'm speaking of 

ratee to other ouetomers -- that's acceptable. 

That's just siaply the market working. There is no 

oueta.er transfer there of coats in my mind. So with 

inverted ratee, highly inverted ratee, you free yourself 

up from the conservation measure or RIM teat . 
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COMMISSIOHBR DRASONs So under that scenario, if 

the cust~ on their own initiative, without the aid of 

any type of a prograJD, due to a 14-cent per lciloilatt 

hour rate, if they implement some type of thei~ -- of 

t heir -- of e conservation JMasure, and that c auses lost 

r evenue, that's still lost revenue that's got to be made 

np s0118Where for the company to ea.rn their revenue 

requirement. 

Than the question comes in, if you get enough of 

custo.er-initiated conservation, and there are 

significant lost revenues, where than do you spread that 

revenue requirement? Then do you etart flattening the 

inversion that you ' ve already done, or do you continue 

to add it on to the tail block of rates, and than you're 

going to have a chain reaction? Well more people is 

going to take ~re measures, because they're not going 

to continue to pay 14 cents per kilowatt hour, they ' re 

going to do other things . 

And the question is, where do you spread that lost 

revenue? 

HR. JBHXINS : You spread it over growth . You talce 

the existing power plants and allow them to serve more 

people to .oderate t he rate increase . Your comments 

were more in a static, mathematical supply formula with 

no change in supply . 
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But with a 14-cent inversion, first of all I would 

never reca..end doing it overnight, it would have to be 

phased in. Second of all -- and we will get to that 

later on. Second of all the issue of the rates 

skyrocketing, you know, almost overnight, wull customers 

aren't going to do it that rapidly. 

'!'bey will notice about it. They will receive 

dozen a of c011plainta. They will complain to everybody. 

But in the slightly longer teiiil, the power plants a.nd 

distribution linea and high voltage -- and high voltage 

tranudaaion linea that you avoid will tend to moderate 

rates in the long-term, eo it won't be that dr amatic of 

an increase. 

I queaa the basic thru.t of your question is, I 

don't know where equilibrium will reside. And that's 

al.,at an impossible question to answer. 

Let me go to itea 2 B. This is assi stanc e for low 

income. Some states have adopted lifeline rates or 

lower, have inverted rates for purposes of assisting low 

income, the preswaption in there that low income equates 

to a low usage level. 

I think Ben Ochshorn -- do you want t o apeak to 

this one first? -- and than I have Melinda Butler who is 

going to apeak to the low income iaaue . She baa 

experience with the matter from her prior employment 
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with the N- Hampshire PUC . Let me just turn it briefly 

over to Melinda and than to you, Ben. 

MS. BUTLER: I thought I would first diacuas bow 

inverted rates have a role in assisting low-income 

customers and place the foundation tha i: not only within 

publlo "rvice c~ssiona, but the litera ture, the 

theoretical literature baa viewed inverted rates aa a 

for. of lifeline rate. 

ADcl that goes back as far as in 1980, M.icbael cr-, 
who is an econaaht , i n hh book called Ittues in Public 

Otillty Pricipg apd Regulation described the different 

approaches to lifeline. And one such approach t hat he 

talked about was called ac r oaa t he board to all 

r esidential custo.ers. And this is what he aaid. Be 

said, •with acrott-the-board lifeline pricing, all 

residential custaaers face a low rate f or the lifeline 

consu.ptlon block, thus benefits would be provided to 

low volu.e consumers, regardless of age or income.~ 

Aa non-lifeline rates rise to compensate for the 

lifeline benefits , the size of the benefit will first 

dviodle to zero and than become an increasing burden for 

progressively larger levels of consumption, which ia 

essentially what it is that Reese described in terms of 

what B'G hae put together. 

State coaad.seions have also vi-ed inverted rates 
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as a foraa of lifelin.e rate. For instance, the state of 

New BaJIIPshire specifically uses their inverted rate 

structure for residential electric customers as a 

life~ine rate. No -tt,er what the FPSC • s cause for 

doing so, if it -re to adopt an inverted rate design 

for residential electric custa.ers, it would be de facto 

adopting a foraa of lifeline rate. 

And with this in aind, the research division is 

suggesting to the Ca.aission that they consider certain 

issues before -king the decision. And 1 essentially 

boiled those issues down to three different issues. 

The first one is, will theru be, or is there a need 

for custa.er rate relief? That's the threshold iscue. 

If there is a need for custa.er rate relief, than going 

ahead with a lifeline rate aakes sense if there is 

either one, a need nov or need in future. 

What I will do is, I'm going to set forth these 

three issues, and than I'm going to go into them one at 

a time. The second issue is, if in fact there is a need 

for c ustomer rate relief, is a lifeline rate the best 

r-..cty. And than the third iuue b, if lifeline is 

what it is that the Coa.ission wants to adopt, there are 

two different fonu of lifeline rates that we need to 

look at. One is the nontargeted, which is essential~y 

the equivalent to the inverted rate, and the other one 
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is the targeted rate, which you already have familiarity 

with for the telephone industry, wher e you 

COHMISSIONBR J OHNSON 1 I'm sorr.y. Do you have a 

supplemental handout? 

MS. BUTLER: I don't, but I just so happen to have 

an extra copy. I have three that are current, and John 

ia going to go get us two more. 

CHAIRMAN CLARJt z Go ahead, Melinda. 

MS. BUTLERs So what I wanted to do ne.xt is talk 

about these three di.ffa.rent iss ues And I want to 

atreaa to you t hat the cont .. nt of my discussion is more 

from the approach of what questions do we need to ask 

and leas from the appr oach that there are the answers 

already present . So this is just kind of like what it 

i a we should be looking at. 

And the first question, if you recall is, is t here 

or will t here be in t he near future a need for customer 

rate relief . And the first item that t h.e Commission 

should look at i n that area is, what is the rate level . 

And when t he Commission looks at the rate level, 

regional cost of living considerations should be taken 

to heart in order to judge whether or not the rate level 

is high, low or j ust reasonable. 

The second consideration that the Commission should 

make i.n our opinion ia to look at t he total bill. There 
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have been some discussions in public documents lately 

that the Florida bill is somewhat high. I caution the 

Ca.mission to make sure that when you're looking at 

these docUIMnts that you recogn.ize that the -- that in 

sa.e instances the ca.parison isn't exactly the sa.e. 

So, for instance, in Florida, if we•xe talking 

about an electric bill, and than comparing the electric 

bill to someplace up north during a certain month of the 

year, it may be that up north there would be oil costa 

on top of that that would go into what in Florida might 

go to electric heating. So what's important to look for 

is the total energy consumption figure when you're 

looking at the total bill. 

'l'he ner; area that I believe that the Commission 

would want to look at in terms of assessing whether or 

not there is a need for customer rate relief is changes 

in the market structure . As we all know, we ' re moving 

into a new era, and it's possible that we will be 

looking at lots of restructuring type iesuea . 

And if we look to the telecommunications industry 

as kind of a preoedent-sett:Og industry in this area, in 

the telecomnmnications industry as of 1994 local 

exchange companies in 35 states, including Florida, have 

ta.J:9eted lifeline rates. And of the remainder, all 

atatea but one offer local measured service, whic h is a 
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compared to the flat basic local exchange rate. 

'lfitb that information it oan be concluded 

57 

e .. entially that al8ort every atate i n the country right 

now in the teleco--1nications induatry baa moved toward• 

providing lifeline. In the electric indue try the 

t.pending reatructuring may cause there to be an 

increaaed need for lifeline ratea, and that this is 

aomething that the Ca.mission should take into 

oont~ideration. 

Bow IIOVing on to the next quae . ion, if there il 

indeed need for ouatomer relief, if the Commiasion 

decide• that, than ia the lifeline rate, targeted or 

nontargeted, the beet r.-dy? The other altern.ative ia 

that -- ia that a direct aubsidization could be provided 

by the legialature if they felt a. though t .he electric 

ouatomera were not being able to afford their electric 

ratea. 

So that's one thing that might be considered ie 

that there might be aome -- eome aubaidization coming 

from the legislature and not neoe .. arily through 

electric billa . Another consideration you might want to 

ID&ke in teras of a lifeline rate ie to look at what 

atates are doing ri9bt now in the electric industry in 

lifeline rates. 
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And although I don't have a breakdown ae to which 

are nontargeted and which are targeted, I am awa.re that 

in 18 atatea plus the District of Columbia, today there 

are lifeline rates in the electric induatrJ in tho 

United States. 

Sc for the last question than, once we move on to 

now, if you were to decide that lifeline rates are an 

appropriate ..ahani .. whereby you would -- you ~ould 

help to alleviate the prt>bl- with rates, than the 

question beoomea, ia a targeted lifeline or a 

nontargeted lite line rate preferable. And what I would 

like to do ia, I would like to talk about the 

nontergeted lifeline rate flrat, and than the targeted 

lifeline rate. 

The things to consider in regarding a nont.argeted 

ll.feline rate or what Michael Cr- called the across the 

board to residential• are a a follows. And I' m going to 

talk about the ones that are -- what I consider to be 

positives, and than the negatives after that. 

So the first positive ia if you look back to proper 

rate--king approach like people like Baumbright and 

those people put forth, one of the things that we try to 

do in proper rate-making is to make our rates 

nondi•criainatory. The nontargeted lifeline rate has 

the advantage of being nondiscriminatory, in that all 
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At the same time another bonefit might be that the 

uti~i.ty would r ... in - - would be able to reta.in their 

traditional focus on producing the output that 

they ' re - - that they've been given to produco and not 

involve th ... elves in social service type functions . 

That's another function of the nontargeted. 

Now another perspective on whether or not these 

inverted rates are t-slpful in u ltructuring or not might 

be that th.e inverted rates might have the effect of 

properly preparing the utilities for restructuring. 

Setting the rates in this manner may cause there to be a 

greater nuaber of alternatives developed for large 

residentia~ custa.ers. 

We were bearing a ainute ago about bow conservation 

alternatives might be developed, but it also might be 

that potential competitors in an era of restructuring 

would now focu ll their attention on large residential 

customers and look at tbam as a specific group, and than 

the higher price for large residential cona1111ption could 

aake other options relatively more coat-effective. 

With this rate design, the utility could be 

prevented by having the lower block being charged to the 

residential -- the ..all use residential customers, they 
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could be - the utility could be prevented from shifting 

recovery to the low use residential customers. But at 

the same tiae the utility could be encouraged to prepare 

to compete for the high use residential customers. 

So that's just one perspective o.n t hat one. There 

are many perspectives on that. But i f you were to view 

it that way, that would be a positive that would be an 

outgrowth of the nontargeted lifeline rate. 

Now another one that might be a positive, and we've 

beard both sides here, is that the inverted rate might 

possibly positively affect conservation. There ie also 

a possibility, depending upon the elasticities in the 

break point t hat you might actually e.ncourage 

consumption. 

How the major negative of the nontargeted lifeline 

rate is that possibly too many c ustomers will receive 

the benefit of the program, with some l ow inco.me 

households, those which are la.rge use customers, 

subsidizing other low-income customers, as well as 

subsidizing customers who are not economically 

diiladvantaged. 

These free riders might also be looked at as 

including some seasonal customers might free ride . 

Depending on the differences in the rates in the lower 

and higher block, there may be also a great deal of 
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~evenue burden shifting from the low use customer to the 

high- use custa.er . 

So those are kind of the -- that's a sense of th~ 

negative aspects. Now what I wouLd like to do is, I 

would like to talk about t he positive and t.he negative 

aepecta o f the targeted lifeline rate. 

CHAIRMAN CLARK: Melinda, let me ask you a 

que.tion. Of the states that have lifeline rates, is 

only one a nontargeted? 

MS. Btl"l'LBR t I don't know. I don • t know where 

your 

CII.AllUIAN CLARK: You list New Hampshire as 

having -- using inverted . 

MS. Bt.J'l'LBRt Right. 

CBAIRMAll CLARK: And then there ie another part 

that indicates that 18 states plus District of Columbia, 

have a lifeline rate. Do I take it from that only New 

Hampshire usee i nverted rates as a lifeline? 

MS. BOTLBRt No. That ' s a good question . I was on 

the phone with a number of states out of this blue book 

that we have fr0111 MAROC . And the way in whic h they put 

forth which ones have inverted a.nd which ones have 

lifeline, it ' s not clear whether or not the states who 

have inverted rates are using them for lifeline or not . 

I 've been on the phone, and I haven't been able to 
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used as a lifeline. 

CI!AilUQN CLARlt 1 Okay. Thanks. 
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MS. BO'l'LBR1 Now for the targeted lihline rate and 

the positives and negatives of that. The first positive 

ia that, due to tbe limiting requirements placed on 

tboae receiving the subsidy, in other words needing 

to -- in ord.er to qualify they need to have already beel'l 

receiving things like AFDC or food atampe or some sort 

of subsidy prograa, and depending on the subsidy 

provided. There .. y be leas shifting of the revenue 

burden fro. the low-use customer to the high-use 

customer and less opportunity for free riding. 

On the other hand, only a limited number of 

cuato.ers vill receive the benefits of the program, and 

in the traditional sense of nondiscriminatory versus 

discriminatory rate-making, the targeted lifeline 

rate-mektng would be more discriminatory . 

On the ne«Jative side as well, utilities 

traditionally focused under a targeted lifeline rate 

would be wodified to include social service type 

functions vhioh include some amount of increasing their 

administration costs . At the same time, possibly too 

few low-income customers will receive the benefits of 
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They found that in the telecommunications industry, 

that there is a significant amount of nonparticipation 

in the lifeline. The other proble111 is that those 

those customers who have income levels that are 

~ately above the cutoff level also ond up 

subsidizing the participation of those who are de81118d 

l ow income. So they end up paying more. So there is 

also a problam with low income paying for low inco111e in 

the targeted as well. 

So in conclusion, what research is asking the 

COIIIIII!seion to do in deciding wh~ther or not to go 

forward with this is to dec~de whether or not they want 

a l ifeline rate by asking the~~~selvee whether or not 

there is an i111mediate or future need for custo111er rate 

relief in the residential electric, whether the lifeline 

is the beet re~~~edy and whether a targeted or nontargeteJ 

lifeline rate is preferable. 

MR . JENKINS : Ben, I turn it over to you. The 

l etter t o Reese Goad is attached. 

HR . OCBSBORN : Right . The ~~~ain focus of our letter 

to Reese was to share with the Collllllission what 

information we have on electricity usage by low i nco111e 

households . The beat data that we're aware of is 
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reglonal data that • a been prepared by the Department of 

Bnerqy and eatiaatea the cli.fferent power companies in 

Florida have made of the -- their low income customer 

uaage, .oat recently Florida Power ' Light laat year in 

tbe aecon.d part of the conaervation goal a docket . 

What that data above is that, while the housing 

that l ow inc0111e people are in on average ia less energy 

efficient per 11quare foot than higher income housing, as 

you might expect, that because low income people simply 

have leaa .oney on the whole, they -- on average they 

spend a aignificant amount leas per month than the rest 

of ouatoeera. 

What they do ia what you might want to think of as 

forced conae.rvation, but it ' a coneervation 

nevertbeleaa. And often tbe atrongeat inducement t o 

conserve ia when you're abort of money. So the effect 

of an inverted rate propoaal on low-income cuetomers 

therefore would for moat of them, we feel, be positive. 

And it would be poeitive because it would be 

rewarding th- for energy coneervation. We • re 

aupportive of this propoaal for rate inversion mainly 

beoauae it offer• a way for most low inoo.. people to 

participate in an energy conaervation pr09ram. We • re 

ca.fortable that today tbe Commiaaion really does need 

to look at acme kind of price regulation in addition to 
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th~ acre traditional coat regulation. 

I would suggest to you that in the enerqy 

conaervation docketa that the CODDiaaion baa had over 

the laat aeveral yeara, while some of th0111 have been 

very long, there baa been a re.luctan.ce to apply fully 

the rule• and procedure• that the Commiaeion baa for 

getting into the exact coat e~imatea of all the 

ca.ponenta and things like that. And we're ve.ry happy 

that we're now talldng openly about e011t1 part of price 

regulation. 

The only other t~ing that I vould add at this point 

is that low income people in Florida, if you look at 

what atatiatics there are availahlo, have a great ne~d 

for ea.. ldnd of rate relief. And if it can be done in 

the context of a sound enerqy conservation program, than 

we think that'• a good way to go. 

There is a federal program that pays people 's power 

billa -- low income people's power bills that they 

can •t, called the LIBBAP program. And every year well 

over 100,000 low income households, about one out of 

every five low income households, requires a LIHBAP 

aaaiatanoe in order to avoid their power being shut 

off . 

When you add to t~a number tho number of people 

whose power ia actually shut off who are low i ncome, you 
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aee that it ' a very, very c~n for low income people in 

Florida to have difficulty paying their power bills . 

The raaaon for that ia that, while the electricity rates 

in Florida are slightly below t he national average, if 

you l ook at total power usage and total power rates, 

considering all forma of residential energy aourc~s, you 

see that Florida baa, and has had for a number of years, 

the highest power rates measured in B'l'Ua per year in the 

residential United St.atea. 

COHMISSIONBR JOHNSON : The highest power what? 

MR. OCBSBORN a Residential power rates for all 

f oraa of power. 

COMMISSIONER DEASON: Rates or Lllls? 

MR. OCBSBORNa Rates. And the reason is that 

a~at everything we use ia electricity. This year, for 

the first year, we also have the highest electric 

billa. And I think that was referred to before. 

So one of the positive effects of thia program, in 

addition to the energy conservation effects, should be 

that a lot of low income people who today don' t pay 

their power billa and incur large expenses for the 

caapaniea in addition to tt.dlllaelves, would be able to 

pay. Another positive benefit of this for the customers 

who live in very inefficient housing and have high power 

billa who are low income is that they would be able to 
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get more weatherization assistance than they currently 

do now. 

And the reason for that is that, say lixe your 

power bill is 1500 kilowatts a month, and you ha•re rate 

inversion, than for the first 700 kilowatts tt.at you can 

save through different forma of energy conservation 

..aaures, there is going to be a lot greater impact of 

the conservation measures from a cost-effectiveness 

perspective. 

So we think overall it's a good proposal. It 's a 

t .ilaely one. And we would suggest t you it • a consistent 

with what's going on in utility regulation these days . 

COMMISSIONER JOHNSON: Is the LIBBAP program 

si..lllila.r to a lifeline link-up type program? 

HR. OCBSBORN: No. It's actually a cash assistance 

program. Usually local community action agencies 

adai.nister them, because of the way it's set up in 

Florida. This is money from Congress that's used to pay 

people's power billa when they're not able to . 

So -- and I think it's -- in Florida it's set up to 

be, at most, $200 per year per customer I think . 

COMMISSIONER JOHNSON : And you said there are about 

100,000 participants or people that actually receive 

aa.e funding during the year? 

HR. OCBSBORN: Well over that amount, yeah . 
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COMMISSIONER JOBNSONs You aaid -- and I di dn't 

underatand how we got to the calculation. But you 

atated that we had -- that Florida had some of the 

higheat residential ratea in the nation? 

68 

HR. OCBSBORN1 Not electric rates, but overall 

power rates. In other states it's other forms of power 

other th3n electricity, for reasons I don't understand, 

are 1110re readily available. And so the Department of 

Bnergy does a calcu.lation each yea.r of total res~dential 

power rates along with industrial power rates and 

everything else. And they take the rates for the 

different forms of power; electricity, gas and so on, 

and than they weigh them by usage. And that's how t~~y 

come up with an overall --

COMMISSIONER DBASON1 Is this for BTUs consumed? 

HR . OCBSBORN 1 Righ t • 

COMMISSIONER DBASONs And up north, there is 

natural gas, and they use it to warm their homes , they 

get BTUs t hat are less on a percent basis than what 

people that use electric heat in Florida to warm their 

homes. Differentials like that is what causes that ; is 

th.at correct? 

HR. OCBSBORN1 Right. And it'a the kind of 

aituation wh.e.re if it were a close call you might not 

give it much weight. But Florida's overall power rate 
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is much higher than any other state in the continental 

United States, a.nd it's been so for many years . 

COHMISSIONBR DBASONt Air :onditionin~ load would 

add to that as well; is t hat correct? 

MR. OCBSBORNa Tbat would affect bills, certainly . 

COHMISSIONBR XIBSLI:NG : I 'm sorry . I oouldn 't bear 

the last part. 

MR. OCilSB01Uh Increased usage would affect total 

bills. 

COMMISSIONBR D~ON1 Now ··ou said it was rate, not 

bill. 

MR . OCilSBORN1 Right, right . Well this year we 

also have the largest residential electric bills in the 

country as well . 

COMMISSIONBR DBASON : Largest collective bill? 

HR. OCBSBORN 1 Electric bills. 

COHHISSIONBR DBASON: I don't understand what you 

mean by that. What does that meanr 

MR. OCBSBORN: We have the largest average 

residential electric bill in the United States, Florida 

does . 

CHAIRMAN ~~ Is that because of the need to air 

condition? 

MR. OCBSBORN1 It's partly . I mean it's rate times 

usage. 
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CHAIRMAN CLARX1 What else is it? What else would 

it be? 

MR. OCBSBORN1 Well we start off -- for electricity 

it would be mainly usage, because ~ur rates are slightly 

lower than the national average. 

MS. SWXMs So that could be leee efficLency 

i.nveetaenta than in other etates, becauee that directly 

~luencee ueage. Another factor could be the 

avai1ability of fuels in Florida, which ie different 

troa other eta tee. 

CBAIRMAN CLARXs Anything eln on this point? 

COMMISSIONER JOBNSON1 I think I have another 

queetion, and it'• partly becauee I haven't read your 

letter, Ben. But you etated that you believe -- no, the 

queetion ie, in your letter or in your c01ments today 

are you euggesting that the inverted rate structure 

itself will eerve ae a .. ana of coneervation for lower 

income individuals, or is it more of a -- kind of an 

aeeietance prograa for t hem? 

HR. OCBSBORNs It would be a conservation program. 

Bec4luee of the rate inve.reion it becomee more 

coat- effective to coneerve energy than it would 

otherviee for a higher ueage . 

MS. SWIMs So let•• eay for the low income people 

that are high u•e, it would be an efficiency? 
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MR. OCHSBORlfl Right . A probl4111 with moat of the 

current enerqy conservation programs, as we • ve pointed 

out over the years , baa been a difficulty that a lot of 

low income people have participating --

COMMISSIONER GARCIA: Hr. Oohshorn, please --

MR. OCBSBORN: Oh, I'm sorry. A diffic ulty with a 

lot of curr~nt enerqy conservation programs iL that it's 

been di.fficult for low income people to participate in 

tb-. And you •ve heard that both from us and from the 

power companies over the last few years. 

And so an attraction of a proposal like this is 

that aoat low-income cu~tomers woul~ be able to in 

essence participate in this kind of conservation 

proqraa, because it would increase the 

coat-ffectivenesa to th4111 of e nerqy conservation 

-••urea. 

COMMISSIONER DEASON: But only if they're consuming 

above the break point? 

MR. OCBSBORN: Above 800 , correct. 

COMMISSIONER JOBNSO.N: Does your letter maybe 

I' a tbi nki ng about other comments . But are the low 

inca.e users generally over the 800 kilowatts or under 

the 800, or is there a way to generalize? 

HR. OCBSBORN: A higher -- a considerably higher 

percentage of low-income customers are under the break 
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point compared with residential customers as a whole, 

ma~ly because they just have leas money to spend on 

th.inga. 

COMKISSIONBR JOHNSON: One of my concerns with 

respect to the inverted rate ia, for those low income 

users that are above the 800 kilowatts, it's l~nd of 

like a double-edged sword, because now they're 

encouraged t .o conserve because they ' re charged more 

money, and they don't have money to pay the bills 

anyway. So I get real nervous on those Jd.nd of 

concepts. 
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MR. OCBSBORN1 Right. According to the information 

we've been able to find, and it's in our letter, under 

this particular proposal the point at which your bills 

start going up is around 1500 Jd.lowatts a month, which 

is a pretty high level of usage for the low income 

customer who lives in a smaller but more energy 

efficient house who perhaps , you know, uses 1200 

kilowatts a month. That person would recognize a 

reduction in their bill, and in addition, for the fi.rst 

400 kilowatts a month that they're able to save, it 

would be a lot more cost-effective for them to do that 

than under the current rate structure. 

COHMISSIONBR JOBNSON1 Thank you. 

CHAIRMAN CLA.RP;: Anything else on this poi nt? 
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HS. SWIM: I jurt wanted to say that we hope some 

action can be taken on behalf of the low-income 

ouetOIIel:e. But, you know, we urge the COIIIIIli.saion to 

really look at this and decide, you know, who is getting 

hurt and who is getting benefited before proceeding. As 

baa been noted, the high-use, low-income nustomer could 

be burt. 

Right now where there is a proposal to set tbe flip 

point .oat of, according to Ben's data, the low- income 

cuatomere are low use. But if that 's changed, than tha~ 

factor does change. 

The other thing to look at is, we have provided to 

Jill Dean and to Ca.aieaioner Garcia • a office some 

l"lorida-epecific data on low income usage levels and 

patterns that ia Depart:.ent of Energy data, but more 

Florida specific and a bit more recent that we urge you 

to look at in more detail before deciding who ia going 

to benefit and who ia going to be hurt from any 

particular inversion proposal. 

And also I wanted to just mention in response to -

I •a trying to re....,ber your name -- Melinda • s comments. 

When you • re trying to figure out what would help a low 

inca.e cueta.er, efficiency measures one could argue are 

the 810et helpful way to spe.nd what money there ia, 

becauae they actually t.prove the low income housing 

PLORIOA PUBLIC SBRVICB COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

74 

atock. 

You know, the billa go down the same way, but th.e 

efficient air conditioner atays there depending on no 

matter who lives there. So, you know, if you 're going 

to apend money to help low-income customers, that 's a 

way that baa some longer -- longer term benefi.ts. 

CBAIRMAN CLARKs Anything else on this point? 

COMMISSIONBR JOBBSON: Ben, did you have any 

com.enta on Ms. Butler's presentation with respect to 

the lifeline link-up type programs? 

MR. OCBSBORN: Not really. I thought that Melinda 

presented that issue pretty well. 

COMMISSIONBR JOHNSON: That's fine. That's fine. 

Thank you. 

CHAIRMAN CLARKs Anyth.ing else on this point? 

We'xe going to go ahead and take a lunch break. We will 

reconvene at 1:30. 

(lunch recess). 

CHAIRHAN CLARlts Let's call the workshop back to 

ord.er. 

MS. JOBBSON: Chairman Clark, I wanted to say on 

the record that some of. the notes that were handed out 

to the Commiaaionera this morning by Melinda Butler 

conceTDing assistance of low-income cust omers, we've 

aade available to the participants today . They • re at 
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the end of the table. 

Also in response to some of the questions by 

Comaiaaioner Johnson regarding lifeline programs, st~ff 

has given e ac h of the Commissioners a two- pnge handout 

called State Telephone Regulation Report . And we've 

also .. de that available to the participants today. 

CBAIR.MAH CLAJUI( c Thank you . Hr. Jenkins, are we 

nov on 2 C? 

MR.. JBHJtiNS c That • s correct, 2 C. And the issue 

there ia whether inverted r ates track costa . I believe 

Hr. Bill Slusser fro• Fl orida P~•er Corporatio~ is going 

to speak to this issue. 

MR.. SLUSSBRc Yea, Joe, I will be happy to . 

Hr . Chiles this 110rning remi.nded ua that there were some 

generic dockets after PURPA was enacted by the Florida 

Coaaiaaion, and in particular the Florida Commission 

adopted a coat of service standard. And that coat of 

service sta.ndard, as I remember, reads something to the 

effect that rates should track costti to the maximum 

extent practicl'>ble. 

Therefore when we had our prior workshop I asked 

Joe if the proposal of inve.rted rates is a deviation 

from that standard and whether it should or not. And he 

challenged the utilities to demonstrate whether they did 

have t he cost information to -- to either support an 
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inverted rate or declioiog rate or a flat rate. 

To provide coat of service information we're really 

talkSng about the load cbaractoriatica of the 

cu.tc:.era. And I will be the first to concede that the 

residential ouata.era are quite d.iaburaed with their 

load characteristics. 

But be asked if we couldn't provided scatter 

d.iaqraa. that related what a customer 's load ia at the 

tt.e of the utility's peak with hie energy use. The 

load at the t.ime of the peak ia a primary determinant in 

coat cauaation or coat responsibility, at least in -- in 

prior work with embedded coat allocation . 

So Florida Power at least took ita aamplinq of 

reaidential ouatomera. We have about 700 customers that 

- have load recording -tera on that we are sampling 

for developing load at the time of the peak, and we 

would be pleased to distribute those ao one can look at 

thia scatter diagriUD. 

COMMISSIONER GARCIA: What vas the criterion for 

aeleotion of these customers? 

MR. SLUSSBRI This was from the residential load 

reaearch aampling -- excuse me -- from the load research 

aa.plinq, that the purpoae of it ia to establish 

accuracy about having the residential claae • peak load 

for coat of aervicea purposes. I think the Commission 
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rules require for a 95 percent confidence level to have 

a aa.plinq that provides 10 percent a ccuracy of the 

residential olaaa• load research information. 

Now aa I said, if you're lookinq at the scatter 

d.iaqraaa here, they're very diabu.raed. In fact t he top 

one tries t o put 12 months. So you have actually 700 

ti.-a 12 months . And that's why you have a blob there . 

And I almost would d.i.areqard that one for the 

-a-ent and qo to the second paqe, which ia for t he month 

of April. And let .. qive you a perspective. Typically 

a residential customer on an averaqe, a mathematical 

averaqe, he's likely to have about t hree kilowatts per 

1,000 kilowatt hours, or if you develop that 

relationship of kW to kil011ratt hours, it should be 

about . 003 on the averaqe. 

So if you have a ratio that's qreater than . 003, 

you're certainly more coat causation than the averaqe . 

And if you have a ratio less than . 003, you're much less 

costly than averaqe . Aa we look at April t here, you can 

see the predominant points are below that . 005 line. 

And as I say mathematically, that would be -- you 

wou1d expect it to averaqe about . 003, at least for 

Plorida Power Corporation. And if that relationship, 

the Y axis, which is this relationship of demand to 

energy, if it increased with your bill size, which is 
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your I axia, than that certainly would be support for an 

inverted rate. 

I doa •t know that anybody would want to conclude 

that the aonth of April is conclusive of any kind of 

rate deaiqn. It'a rather di sbursed as I said. But I 

don • t -- I do thi.ak it doe a not aupport au inverted 

rate. It'a likely t hat a flat rate i.a probably tbe moat 

equitable type of rate to have. 

There are a lot of points, as you can see, below 

500 that are at a very high ratio. And probably if you 

tried to curve fit this, this would result -- I'm 

apeculating here -- but I think it would intuitively 

tell you that it would really support a declining block 

rate 110re than anything . 

But beoauae it 's so d.isburaed, I wouldn't -- I 

wouldn't even statistically say that. But as you look 

through each month you get similar dispersions, but you 

do not see a general increase in that relationship. If 

you saw a general incr ease over usage size, than that 

certainly would be aupport for an inverted rate . 

I think when you get into the summer months in 

particular, June, July and August, that -- that 

defi.nitely demooat.rates a flat rate to mo. You see a 

quite large congregation around that • 003 on the Y axis 

point. That's really all I --all Florida Power bad to 
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add. 

I don' t know if the other utilities were able to 

provide any load research data or not . 

HR. JBNJ!:INS t Mr. Chiles, do you want to speak to 

this also? 

HR. CBILBS: I did want to apeak to this area . It 

is our view - and this is independent of the scatter 

diaqrAJU that Mr. Slusser was just discussing that it 

is our view that it is fundamantal for the rates to be 

designed on the basis of coat, that this Commission has 

revi.eited that issue Ol' a number of occasions. It • s the 

principal criterion in the Florida Statutes. 

And we think it's the principle or one of the thr~e 

standards that this Commission endorsed when it 

addressed the PORPA rate structures docket, which didn't 

surprise us. That's the way that rates have been set. 

And it seems that it ' s consistent with what has been 

talked about, that an economic theory -- that coat 

causation ought to be recognized. 

And eimiluly we think that when you discuss 

potential conservation effects of any rate design, that 

it ought to be done in the context of cost causation. 

And I'm a little bit troubled about the implications of 

postulating particular conservation effects due to an 

lncreaae in rates, when the increase that you pose has 
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You might ae well be talking about a penalty rate. 

ADd you could just target customers and induce the 

desired behavior by charging a higher rate. 1 suggest 

that in teras of viewing this subject ae we ll, t hat the 

coat basis for rate-making is, as consistently been 

reoOCJDized, as addre .. ing equity in pricing and 

diac:riwination among customers, that that's the basis 

for -- it's the ca..on standard . 

And if we do away with that common standard, I'm 

concerned that it's going to be vury difficult to 

.aasure the equity or the value of any rate that you 

offer. 

As to the discussio.n on the scatter diagram and 

what it shows, one of the things that I would suggest 

that you consider il that typically the rates or the 

coats that are associated with a review of contribution 

to peak demand are production-related costa, 

production-related costa and bulk transmission . That's 

only the portion of the coats that c ustomers pay . They 

pay for distribution. They pay for adminiatrative in 

general. They pay for the kinde of coste that are 

iDcluded in t he customer charge currently . 

That doesn't have anything to do with your 
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contribution to peak demand, a ayst- peak demand f or 

the utility. Therefore, even if you saw a correlation, 

I don't think it supports the inversion. And I don't 

believe there is a correlation. 

I mean we don't have a scatter diagram. But my 

understanding is it baa been tested at two levels, 800 

and at above 800. And the correlation is a littl e bit 

negativeJ in other vorda it would show probably that if 

anything, flat is beat, but you might -- and the 

variation is eo alight you probably wouldn't draw any 

other oonoluaion, but if you did it would be for 

declining as opposed to an inverted rate. 

I think that -- and the reason I asked the question 

earlier 1 and pardon me 1 Ca.ai.asioners, about where we 

were going, and I guess injected myself too early, is 

that it ae ... to me, and I would ask the Commission, if 

it's going to pursue this subject , t hat it clearly 

identify the goals that it wishes to ac hieve so that 

there is a basis for understanding what we're attempting 

to accomplish, and therefore hopefully i dentify what are 

the relevant matters to consider. 

If it is conservation, you •ve heard co.~~~~~~ents on 

conservation. You've heard about the potential that 

of increasing the rate level for the higher blocks of 

usage, that you 're going to increase lost revenues. I 
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would suggest that, by the same token, that i f you were 

going to consider this rate in ge.neral as a 

conservation -- conservation-induced measure, that you 

ought to subject it to the same teats at the beginn.i: g. 

What kind of conservation d.o we think we might 

achieve, and what's the coat associated wLth that due to 

the reaction of the customers in not consuming, and 

therefore what is the rate level increase tb~tt we're 

going to have to see in the future? 

Finally, on the area of conservation, the 

Commission baa completed extensive proceedings on 

conservation goals in oonaidera\.ion of conservation 

prograaa. It is somewhat disconcerting to think about, 

where do we go with those goals and where do we go with 

those programs if at this very time the Commission is 

seriously considering fundamentally altering those? 

Should we put those programs on hold? Should we 

do we want to aiqn up anything further until we find out 

what the answer is? And it is our belief that you're 

not going to support coat-effective conservation this 

vay. And I don't think that there should be any 

presu.ption, in looking at the potential f or 

conservation, that because one customer uses more than 

another, that that implies that the higher use customer 

is not using that electricity as efficiently. 
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They may be. I think conservation is different 

thaD simply level of consumption. The comment that baa 

been llade, and it was rai..aed earlier by Mr. Jenkins, 

that I guess if we're not -- maybe in today•o world 

we're not talking about costa and that we're only 

talking about price, is a point of for.uo. I think we 

have to talk about coat a . 

I don't think that even with the coming of 

conservation -- excuse me -- of competition or the 

increasing levels of competition that there can be a 

meaningful evaluation of where utilities stand and 

what -- wh.at the c uetomer is contributing to the coat of 

operating the utility un~eaa you looY at cos ta first, 

not price . 

Finally aa to that, I think it waa one comment 

maybe mistakenly suggested that this approach would sort 

of get the utilities ' feet wet in addressing 

competition. And I think that that's backwards from 

this respect. 

I don ' t think that if you're trying to get the 

utilities' feet wet in addressing com~tition that the 

first thing you do is to tell us that they have to 

tell them that they have to increase their prices and 

cannot c harge a lower price. So that bringa me back to 

the point that cost seema to be overriding -- of 
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levels ought to be. And I would ask that that policy 

iaaue be conaidered as pa.ramount . Thank you. 

CHAIRMAN CLARK: Anyone else? 
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MR. BARRINGER: Commissioner, I'm Phil Barringer of 

Tampa Electric Company . I think what we would do is 

echo both Mr . Sluaser and Chiles ' comments . We ran the 

same analysis as Florida Power Corp. and found the same 

- - virtually t .he same correlation. Again, we • re 

con.cerned that, you know, we're moving away from some 

cost-based pricing at a time when, you know, I don't 

know t hat that's necessary to move at this broad a scale 

this e.arly. 

So I would just say that they ' ve articulated our 

position very, very well. 

CHAIRMAN CLARK: Anything else on thia point? 

Number three. 

MR. JBNXINS: We've covered number three. That was 

to be Jim Dean's presentation , which we took out of 

order . I would go to number four. 

CHAIRMAN CLARK: Okay . 

MR. JENKINS: Number four has to do with an item 

we've talked about briefly, and that is the problema 

cauaed with a aharply reduced or eliminated cuatomer 

charge with what -- with vacation homes or very low uae 
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conewnption. We put in there three potential eolutione 

if the cuat0111er charge -re to be eharply reduced or 

elf•inated, one that really I think baa been done in a 

f- otbe.r atatea, and that ie that they have the 

ouatomer charge carry with it an entitlement \)f a few 

kilowatt boura. 

In other vorda, for an $8 charge you get roughly 

one or two, 300 kilowatt hours. The result in overall 

rate ia flat if you juat do that . That aeem.a to take 

care of tbe vacation ha.e problem. 

Other people at the workabop - - I think I beard -

or I heard aomeplace auggeated that the customer charge 

not be reduced or eliminated unless there is 12 months 

of continuoua billing above a certain level. I will 

just turn it over to any other comment -- commentera 

there -y be. 

MR. ASBBURlh Joe, if you have the minimum amount 

of kilowatt houre in lieu of a customer charge to to 

eolve the vacation bome problem, people who have 

vacation homea may, aince they're already going to be 

paying a ouat011er charge, juet leave everything on while 

they're goine. Inatead of paying for energy that 

they're not conauaing, they're going to consume that 

energy and leave the freezer on, the lights on, whatever 

it ie, inetead of toroinq off. That's not exactly a 

FLORIDA PUBLIC SBRVICB COKHISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

86 

c on•ervation activity. 

HR. JBNlUlfS: I understand that . Again, the notion 

l• to make t he charge either eliminated or reduced, and 

it'• all under tbe idea of pricing for conservation . 

Are - r-dy to go to it- five? Bill, you want to 

touch on tbi• one? 

HR. SLUSSBRI I will be happy to be brief lead on 

it. The •ubjeot of course is revenue stability. In the 

rate •x•wple that tbe staff developed this JDOrning, it 

aight be interesting that their rate design put 89 

percent of your revenues in 40 percent of the energy . 

And when you have that much revenue, 89 percent of 

your revenues and only 40 percent of your energy, the 

utilities certainly are concerned about being able to 

obtain all of our revenues . 

COMMISSIONER GARCIA: I'm sorry. Bxplain that 

again. 

HR. SLUSSER: Maybe I need to ebow you on page 

eight. 

COMMISSIONER GARCIA : Uh-huh . 

MR. SLUSSBR: This vas the staff ' s rate design that 

resulted in a 14-oent and 4- cent rate . The total 

revenues that they 're trying to realize are shown in 

step one, $325 aillion . 

COMMISSIONER GARCIA: Right. 
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MR. SLOSSBRa Step four -- let me just go to step 

aeven . Step aeven ahows 291 million needing to be 

recovered froa the tail block. That • • 89 percent of the 

325 aillion. And it's being recovered over 

2 ,675,000,000 ao forth kilowatt houra . That ' s only 40 

pe.raent of the ene.rqy . 

So it - it IIAkea rate people very nervous to put 

that anch revenue in a tail block that is not only 

aubject to the volatility of conaervation, if 

con•ervation doea -- if conservation ia impacted, but 

j uat weather fluctuation•, economy fluctuations, other 

alternative energy aourcea come along , whatover, can 

ve.ry quickly erode the utility • • revenues . 

And of courae chore could be a aolution auch as a 

revenue decoupling -chani8111. And that may be a very 

good aolution. But as Commissioner Deason mentioned 

this 1110rnlng, that poses a probleJII of, if you do have to 

have a aerioua under-collection, and you have to adjust 

for that, how do you adjust for it? Do you adjust in 

the tail block? Do you adjust in tho lower block, 

whateve.r? 

So it just adds more probleJ118. But I think a.n 

inverted rate, eapecially of the magnitude or extreme 

deeiqn that ataff baa here, ia just t oo risky in 

allowing a utility to recover ita fixed revenues . 
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HR. JBNJtiNSs Any other comments? Bill, going to 

!tea uix, this was also raised at the July 22nd 

workehop. And frankly it ' s one I barely understand. 

MR. SLUSSBRs Number six? 

MR. JBHJtiNSt I called it disoonjunctive IIICtering. 

MR. SLUSSBRt It's very eimple. Firat I want to 

aay that pe;reonally I would lilte, from a customer 

relatione atandpoint, to have gotten rid of a customer 

charge a long time ago. It ia a source of a lot of 

ca.plaints. Customers a.ee it on the bill. Maybe it • s 

the seaantics, what a ous~omer charge :s. 

I thinlt - would be better off IIIAybe rewording it 

as some kind of an active service charge or a base 

charge, something other than customer charge, because we 

are continually getting calls about that line item on 

the bill, what doea it consist of or what is it. And it 

would be -- IIIAlte our phone centers a lot easier 

administratively to work if we didn ' t have that charge 

and just had a kilowatt hour charge. 

So from a -- fr0111 a rate standpoint, from a 

customer acceptance standpoint, getting rid of the 

customer charge would be very beneficial. But what item 

aix ia here is, ia if you had no customer charge and/or 

an inv.rted rate, it's going t o be an inducement to try 

to break up the point of delivery's usage. 
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You may very we~l if you're building a house want 

to have, if you're a 1600 kilowatt hour customer, you 

may ve.ry well want to have two meters to be two 800 

kilowatt hour customers, so t.hat both meters are being 

subject to 4 cents a kilowatt hour rather than getting 

into a tail block at that 14 cents a ki l owatt hour. 

The rules with regard to establishing a point of 

delivery are -- are not that difficult, as long as 

the -- t .he revenue -- there ie a line extension policy 

of the Commission that allows for a customer to get 

electric service at a poi nt of delivery at no additional 

contribution and aid a• long as the expected revenues 

are four times -- four times hie -- e.xcuse me -- the 

rule ie that his -- that the line extension doesn't 

exceed four times his an.nual revenues . 

So if you had annual revenues of $1,000, the line 

extension policy says the utility can invest $4,000 in 

establishing a point of connection . So there is nothing 

precluding a customer from establishing multiple points 

of delive.ry, especially if he' a a!>le to satisfy that 

line extension policy, without bav.i.ng to pay in 

additional contribution. 

And that 's what the issue is here, it's able to 

bypass the tail block by creating more points of 

delivery and getting your usage in the first step. And 
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I think it's a serious problem. I know it may require 

exiat.ing properties to have to rewire, but new 

properties it would not be. 

And than if you bad the type of rate that staff bas 

d.eaigned here , probably that ditferential would pay for 

rewiring. Do you understand my point now? 

HR. ~INSs Yeah. I gueaa what I have in the 

back of .y aind ia that someplace in the ' 70s I recall, 

with underground wiring it vas -- we were told, or it 

wa.a •~hov stated -- and correct me if I • m wrong - -

that you can only hP7e one meter on a billing residence, 

unless it's a condominium where you have separate 

ownership. And apartments are of course, you know, 

under co.10n ownership as are time-share. 

So I don't think a -- either a condomi.nium or a 

aingle-fa:aily residential house ia allowed t o have more 

than one .. ter, but I may be wrong. It • s somewhere in 

the building code a that • a causing that . 

HR. SLUSSBRs We currently have -- it ' s been left 

over from when t here vas a separate water heater rate 

many years ago, probably in the '60a . There was a 

separate rate just for metering the water heater a.nd 

billing the water heater. 

And we still have a number of bomea that have two 

.. tera on their property and are billed two residential 
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billa. The only reauiction that I can t hink of, Joe, 

it one related to our time of use residential customers, 

where we didn't want them to gain play by splitting 

their usage and getting certain peAk usage on a standard 

rate and taking advantage of the t!.e of u•u rate. I'm 

not aware of any otber re.Uictions. 

MR. ASBBORlh Joe, wasn't that back to the master 

.. tering, where the point was to have at least one mete~ 

per residential conau.er, inst-d of having one meter 

for 50 apart.ents, that kind of thing? And the rule 

went to one, but I doL ' t think it !aid it had to be 

one. 

MR. JBDINSr It had to do with part one of the 

Rational Bleotric Safety Code is all I remember. Now ve 

only enforce part two, that's on the utility side of the 

meter. But there is something on the customer side of 

t he .. ter, I think maybe that grandfathers existing 

situations, but I think only allows one meter per 

reaiden.ce . 

MR. ASHBURN: I thi.nlt the other issue to bring up 

is if, as Bill is suggestlng, ve don't have a customer 

charge, than there la almost no impediment to a customer 

requesting two meters. Suppose he baa got a shop ln the 

back, a separate garage, be wants a meter on t hat , if 

there is no customer charge for that, he doesn't even 
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MR. ASBBUlUfa We don't do it now, because t ere ia 

no inee.ntive for them to do it now. If you set a price 

signal which s ays the upper block ia much higher, and if 

you were to split your load, you would get a much lower 

bill, there is a heok of an i ncentive to them requeatlng 

it. 

MR. SLOSSBRa I think probably a rule change could 

accomplish it, where all the usage at a premise or 

location baa to go through one oeter. On lea a something 

like that wae passed, this could be a very difficult 

edainietrative problea. 

MR. JBNKINSa You keep mentionlng that the customer 

charge was causing some customer acceptance problem. 

Bow adverse would you be, or would you in fact even be 

supportive of elt.inating the customer charge? 

MR. SLUSSBRr Well I would juet be reiterating that 

fro. a ouatoaer relatlona standpoint, lt would be a very 

favorable .ave, a .are customer-acceptable simple rate 

deeign. Ita eli.ai.nation though does bother me, because 

the future of unbundling our rates is going to create a 
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f~ charge, an up-front fixed charge that's probably 

even higher than your current customer charge, ~ecause I 

see the direction of our industry going to some kind of 

an access charge to the grid, which lncludes the 

distribution system in the meter. 

And I think it will ~ even more than the $8 a 

month, $8.85 a .ontb. So I hate to see ua at this time 

give a price signal to customers that would be wrong 

when the industry does change and we go to a rate 

structure that baa a high up-front charge. 

CHAIRMAN CLAJUta Anything else .:m that point? 

MR. JBNKINSa No. It kind of blends into what Bill 

just said, into item number eight, competition. Bill, 

would you like to talk about that one some more? 

MR. SLOSSBRI I think I've probably said enough. 

It was mentioned this morning. Too, I just want to say 

that, you know, within our company, we're more 

interested in trying to establish what the bundled 

charges are. 

And when you have an inverted rate, that's going to 

aake it even more difficult to unpiece your revenues. I 

just -- the Coaaissioners were supposed to go to a 

conference a week ago by PORC, and everybody hero has as 

IIDCh knowledge as I do about industry reatructuri.ng or 

what the potential ia. But I do feel like there ought 
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to be afforts at looldng 1110re at our bundled charges and 

JaOVing 1110re toward unbu.ndling than a continuation of 

bundling them and then making it more complex by having 

an inverted bundled rate • 

CBAI.RMAN CLARJCI Anything else on tha t point? 

MR. JBto:IHSt No. Well t .he last item, unless 

sa.eone else has aoae additional items, is a phase-in of 

any J.nv.rted rate. Of course staff would just comment 

that thia, quote, extr8l88 version that - have presented 

in the ex•aplea1 that ia, elimination of the customer 

charge and a 4-cent inversion, we wou' :l never propose 

doing, you know, overnight or even over just a few 

years. 

If we -re to go this route, I think we would be 

1110re interested in seeing that the customers who are 

going to be bit with the highe.r bills would have genuine 

conservation alternatives produced by, you know, Home 

Depot or Scotty's where they can take advantage of it. 

The advantage of this of course is that one of the 

reasons we did like the inverted rate concept and the 

high bills ia twofold ; one, the lower use customers were 

innsdiately protected from the ravages o f competition; 

two, the higher use cuat~a, coupled to the 

residential customere by virtue of being in the same 

rate claaa, become very price elastic . 
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When they're price elastic, utilities are leas apt 

to ca.. up with schemes to transfer costa from the more 

elastic customers to those. So in my mind a sharply 

inverted rate vas a means of protecting the residential 

c laaa from competition. 

COIDaSSIOtmR DBASON: Joe, let me ask you a 

question. You say that with the inverted rate you would 

be protecting the low- use customer from the ravages of 

ca.petition, and than the high- 11ae cuata.ero would -

there would be - - because of the inverted rat~, there 

would be price elasticity there . Aren't you i nviting 

the eo-called competitors to skim off the high-use 

customers, because they 're ~ompeting against such a high 

r ate, they can still get those customers with a little 

bit lower rate, perhaps not aa low as they could offer 

otherwise, but when they do skim them off, than you ' re 

eliminating your high revenue stream, and you 're 

e liminating your allbsidy to your low-use customers, and 

where is the revenue going to come to support them if 

t heir rates are not recovering costa? 

HR. JBNJtiNS1 Again, the whole idea is to prevent 

the schemes where the utilities propose and take the 

effect .._ take ooat responsibility from a high-use 

residential. or high- use comme.rcial customers and 

transfer thea to nonprice, elastic, small commercial and 
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red.umtial cuatc.era. 

CIIAilUCAJf CLARlt: Bow woul.d they do that, Joe? They 

would have to come here; right? 

MR. JBNJtiNSs That's correct, thus far. But the 

second part of your question baa to do with, you 

..ntioned e&rlier today, and it's a very good one, where 

ia equ.ilibriua going to be. Now Florida ie not in dire 

atraita aa other at&tes are froa ca.petition, if it does 

ca.e, because of our growth. Bventually we will grow 

out of patNr plants that may become te.porarily 

Wln.eeded. 

COHMISSIONBR DIASONs But generally speaking, 

woul.dn' t you agree that, to the e.xtent rates are based 

upon coat, coapetition can opexate in a neutral fashion, 

in the sense that it a competitor can come in and offer 

a service a t a leaae.r coat, society a o a whole benefits 

in the sanae that you 're giving the true econOlllic 

aiqnala to the competitive market? 

MR. JBNJtiNS: We don't allow oon~etitors -- I 

COHMISSIONBR DIASONs I mean thh whole issue is 

•if.•. 

HR. JBNJtiNSs It's an •if• issue, that's correct . 

CBAIRMAB CLARK: I think what Commissioner Deason 

ia saying ia, by implementing a rate that ia not cost 
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MR. JBHKIHS s That • a an embedded coat. The price 

signals should be baaed on i ncremental coats . So I 

don' t -- it's really a coat responsibility question, and 

I'm not sure I could call i t a price signal type i dea. 

CBA1RMAN CLAR!ts Well the coat -- if the cost -

you're ahiftinq some of the costa for serving a customer 

onto other customers. 

MR. JBHKINSs Correct. 

CHAIRMAN CLARKs Than you're in effect loadinq up 

their price and sending a wrong price signal . They are 

paying more for their service than they otherwise wo~ld 

pay, making them more susceptible, as Commissioner 

Deason said, to other providers who can provide it at a 

coat just under that price, when in fact their cost is 

IIIIUch less. 

MR. JBNRINS s That's presuminq that embedded costs 

are the r ight price. There is a world of difference 

t .here. 

CHAIRMAN CLARKs Anyt.hing else? 

MR. JBHKINS: That's all we have. 

CBAI.RMAN CLARKs Any other -- I think that we have 

other items for discussion. 

MR. JBNKINS: We have none, except we would like to 
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uk the coaai .. ion how to proceed on this. 

COMMISSIOHBR GARCIA: Madam Chairaan , what options 

do - have at thia point? 

CBAIRMAH CLARK: I guess the first determination 

is, do we want to proceed at all on any kind of inverted 

ratea? I .. an what is the next next step lfe e.xpect 

staff to take? ADd, Commissioner Garcia, I know you 

were interested in inverted rates, and it was at your 

request that vo purlnled the workshop . So maybe it's 

appropriate to bear fr0111 you on that point. 

COMMISSIOHBR GARCIA: Well clearly I think that 

everybody has raised a number of objections that deem 

study by ataff if we're going to move forward on thi•. 

It's my belief that we can go forward on this on a 

limited bad a. 

I think that the scenario that we painted today is 

a bit on the drastic aide when you have that type of 

what is it? -- 4 cents ia the insertion that we're 

talld.ng about? And I do believe that we can do 

something on the cuatomer charge. 

CHAIRMAN CLARK: Let me ask you, what is your goal 

here? Is it to effact conservation, or is it to assist 

low income? Because I think it's important to establish 

what we're trying to accomplish . 

COMMISSIONER GARCIA: Madam Chairman, I think it's 
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both. I tbi.nk you can achieve both. I thi.nk a price 

indicator ia probably the beat way to 90 when you try to 

ac.hieve conservation. 

While I agree with some of the thinCJ& LEAP aai~. I 

Also believe that when you 9ive people a ''boice in terms 

of price, that they c an curb their behaviur to achieve 

certain conservation and thereby eave money, and the 

people have a tendancy to do it along those linea. 

And I think that while we may not want to make the 

acale of the aavinCJ• -- of the fluctuations to the 

degree of what we looked at todav, on a limited baaia I 

th~ you can create both -- both effects. You can 

benofit the lower inc01118, which ia already to some 

degree providing -- or part of the conservation 

solution, since they use leas, and they aren't the ones 

that are creating n- power plants, and at the same time 

try to send that indicator or try to c reate a price 

dgnal . 

COKMI~SIONBR DRASON1 Well now baaed upon the 

acattergrama, that would not support what you just 

aaid. If anything the low-uae customers are more likely 

to be using at ayetam peak than the higher-use 

cu•tceera. 

COKMISSIONBR GARCIA1 Well fascinatingly enough 

thoogb, in terms of when we've talked about peaking 

. 
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progra.a, it is precisely low-income people who are 

aubsidis:ing those programs , because they are not given 

benefits for subscribing to these programs. 

We had an opportunity to go i nto Gulf Power's 

f&Daus claim that they had one of the mo't effective 

peak .anag-nt proqrama in t he nation; I wish I •:an 

remewbftr the figures, sometb.ing like 200,000 subs-::ribers 

or 150, 000, s omothi.ng of a massive number. And yet "'·~ 

find that, after the c ompany had invested so much time, 

effort, resource in educating ita general consumers, the 

company decided that the peak program wasn't effective . 

So all t hose people w£10 bad partic-ipated in the 

program suddenly weren't able to 

CBAIRHAN CLARKI You're talking about Florida 

Power. 

COMHISSIONBR GARCIA: Florida Power Corp . I ' m 

sorry. What did I say? Did I say Gulf? 

CHAIRMAN CLARKI Commissioner Garcia, the fact that 

it was not coat-effective had to do with what the power 

plant avoided was. The cost had gone down, therefore it 

was not a coat- effective program. 

COMMISSIONER GARCIA : Agreed, Madam Chairman. But 

nonet.beleaa it was not effective, because at the low 

levels of peaking did not affect that avoided coat , is 

what you 're saying; correct? Because the prices had 
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COMMISSIONER DBASON1 I don't know that we got into 

the diacuaaion of which customer• werd on peak at what 

time during aa I reoall it was a situation uhere the 

coat of new generation had declined from the t1me when 

tboae oredite were firat eatabliahed. 

HR. OCBSBORNa I don't mean to interrupt, but the 

whole baaia for taking people who uae leaa than 600 

kilovatta a month out of the credit program was that 

they veren' t making aa much contribuU.ona to peak as the 

bigber-uae onea. 

COMMISSIONER GARCIAa That waa the central argument 

that the ca.pany propoaed to ua. 

CHAIRMAN CLARJt: Well, C~ssioner Garcia , I queaa 

my oonoarn ia sort of blending two goals i nto a program 

aucb that neither goal ia met. It seems to me if we 

want to go the route of pursuing it as conservation, 

than it throve into queation all tbe other conservation 

plana we have and bow that impacta them. And we have to 

•~rt of reopen that door and relook at it. 

How -- and it -- tbe concern waa raiaed aa to 

whether or not it asaiats those in the low income in 

te~ of con1ervation. I allo have a concern about if 
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we are -- if it ' s for purposes of assisting low income, 

that would be preferable, it seems to me, to do targeted 

like we do in the telephones, so that we ma.ke sure that 

those people that need the assistance are gett ing the 

assistance. Because I certainly don't think it ' s -- it 

ahouldn' t be a goal to assist t .hoae people who maintain 

two ~s. Surely they don't need assi stance. 

COICKISSIONBR GARCIA: Madam Chai.rm.a.n, I agree with 

you. I don't think that I have a disagreament on what 

you • re stating. I just think that they • re both things 

that I think we should be l ooking at. 

I also -- I also know that cle~ly t his Commission 

in the past has tried to -- in fact has public ly stated 

as a part of the policy that we do not get into lifeline 

rates in the electric area. And we have not done it in 

the past. 

But there are all aorta of things that we are 

looking at as a commission because of the c hanging 

electric market . But I think this Co1a111isaion also bas a 

responsibility to perhaps look at that again . 

So I think that a lot of good pointe have been 

.ada. And I would ce.rtainly like to see a little bit 

110re incantive, because I believe that perhaps we should 

get into that area, perhaps because of the collling 

ca.petition. I give you the example of conservation and 

.· . :. 
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Clearly some of the programs we have will not 

survive a competitive industry. Well the same thing I 

think can be said About the residential&. I don't think 

that any of the power markete r s that are out there are 

looking to serve as a central issue the residential 

customer in our state. 

And I think that that is -- that is probably the 

person or tbe entity that is least going to ber.!'fit. 

And I think that part of our job in the ne.ar - - in the 

near teCD is perhaps to guarantee that that lower 

se~nt of t he market doesn't get left behind. 

And I think we have done that in the phone industry 

because of lifeline rates and other things that were 

protected by actions not only of the legislature, but of 

this Commission. And so perhaps i n an effort to avoid 

losing that lower strata that is not t he -- what is 

driving the competitive -- the competitive nature of the 

electric induatry at this point, we should be looking at 

that, because someone has t o keep an eye on that lower 

secp~ent. 

And that lower segment, I think some of the charts 

here today show, a.re paying more -- the customer charge 
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ahare . beoauae the kilowatt bour ie aaore expeneive at 

the lower end. There ia juetification. I think the 

ca.paniea put it out there. But nonetheless they are 

paying aaore per kilowatt hour than t hoee who uee more 

electricity. So these are all ieeuee --

CBAI:RMAN CLARJt : They're not paying more per 

kilowatt hour. 

COHMISSIODR GARCIA: If you break it up into 

kilowatt bour, yea, they are 

CBA.IRMAB C.LARJI:: If you include the customer 

charge, if you exclude what ie a fixed coat to serve 

tboae cuetomera --
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COMH.ISSIONBR GARCIA: I tbinJ: we all understood 

tbat. lly atat ... nt ie in teriU of ~hat they overall 

pay. I.Uc.wiee when you consider that ·- and I gueee 

they can correct me if I'm wrong -- just in the plan 

that staff aubmitted, aomewhere about 67 percent of the 

ueera of electricity would benefit under this c hange, 

clearly atating that there ia a - - there ie a minority 

that ia uaing 110re than the -- than what wae the 

nu.ber we ueed •• a break- off? Wae it 1,000 ae the 

break-off? 

Regardless, a majority of people would benefit from 

thia eyat•. And clearly, while perhapa thia may not be 
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. the solution precisely, I think we -- it deserves to be 

looked at and perhaps adjusted in some way eo that we 

begin to look at the social context involved in this. 

I •m not saying we should be out there IIIA.kinq social 

policy. But I certainly know that when -- in all the 

lectures and in all t .he participation that I • ve looked 

at at the competitive IIIOdels that are out there, we ' re 

not talking about - - about the quy who uses 500 or 1,000 

kilowatts a month. 

And perhaps, as we look at this competitive 

induatry, this is this is so111ethinq we have to also 

look at. We have to l ook at establishing basic 

~rameworks on the bottom end just like we did in the 

phone industry so you protect that basic custo111er that 

is not the - - the prize as it would be in providing 

electricity. 

COMMISSIONER DBASONr Well let 111~ say that I think 

that the driving force behind a rate structure should be 

the oost of providing the service. That's just my own 

personal philosophy. Now if it can bo shown for some 

good reason we should deviate, fino . But I think it's a 

pretty big hurdle to jump, but perhaps that hurdle can 

be jumped. 

And I think that with the discussions of going to a 

oa.petitive market, and it may be years and years away, 
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.oat likely will be years and years away, that it's even 

.ore iaperative t hat rates be baBed upon coats to give 

the right econOIIi.c aignala to the market eo the market 

can function moat efficiently. 

Bow I know that there is s ome discrepancies and 

dif"ferencea between 8111bedded costa and marginal coste, 

and aarketa operate on marginal costa, and that ' s a 

whole atranded lnv .. t.ent !.sue. And hopefully we're 

going to have enough time that perhaps stranded 

iDveataent can be wi ni•i zed during thia interim period. 

ID fact I think our utilities are taking steps to try to 

do that now. 

But I certainly don't want to c urtail a.ny effort to 

look more deeply into an issue. I mean t here is things 

that I perhaps would like to look at more deeply that 

other ca.aiaaionera are ooafortable with that I would 

like to see a change ln. And I'm not naming anything J.n 

pArticular. 

But I'm sure that comes to us all the tJ.me. I ' m 

what I'm telling you is -- I'm being very up front I 

think the aye tea that we have now works very well. And 

unless I can be shown in ve.ry strong tersu why we need a 

deviation, I 'a not inclined t o do eo at thia point . 

But that's not to say that I have a c losed mind, 

and I don't want to look at it any further . But that' e 
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basically where I aa on the issue . 

COMMISSIONER KIESLING: Well let me say where I 

aa. And I think it's somewhat silllilar to Co=rlssioner 

Deason as it relates to at least the electric indu•try . 

I don't know what more we need to do beyond this 

workshop. You know, there may be some areas that could 

stand some more look. 

But when I look at sett~ng priorities, it doesn't 

fall high on my priority list of where I think staff 

needs to be expending their energy right now. I think 

that there may come a point in time , you know, in the 

next several years where we may want to revisit this. 

But I don't see it as being a critical area for another 

look or for more research at this t~e . 

CRAIRMAH CLARJt: Commissioner Garcia, let me see if 

you would be amenable to sort of incorporating this in 

whatever review and study we give to the changing 

structure of the electric i ndustry, that that always 

that the impact on low-income customers, and also on the 

impact on our conservation program, be part of what we 

consider when we're looking at what's taking place in 

tbe electric industry and what response we would need to 

take, so that we accomplish some of tho things you're 

suggesting. 

But it would just be part of our overall 
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coiUICiousness as we look at those -- that c hange . 

COIOIISSIONBR GARCIA& I would find that to be very 

agreeable. I t hink t hat would be a very good step. 

CBArRMAN CLARX 1 All right. And to t he extent 

you ' re concerned that we're not looking at it, and I 

kn.ov you will talk to staff and remind t hem that we need 

to l ook at it . ADd, COIIIILi.ssioners, we did have ou= one 

foraa, and there were a lot of issues that came up 

there. And one of t hem vas the impact on conservation. 

We will be having the other foruma, unfortunately 

they're on Fridays, like before we go into MAROC, and 

the timing isn 't great. 

But certainly when yo".J go t ·o NARUC a nd so- of 

those progr ... , you will be picking up more information 

on those issues. And we would just t hat 's just one 

facet of what 's happening in the electric industry that 

we need to pay attention to. 

COHNISSIOIIER JOBNSOH& Are you eugguting that in 

the broade.r forwa the i ssue that was mainly discussed by 

Melinda Butler, that being whether or not there is some 

equivalent lifeline link- up program for electric 

utilities, how it would apply, what the impact would be, 

who would pay what, I know that at least with respect to 

lifeline and link-up, where aa I recall in the 

telecommunications induatry, the concept started off on 
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the national level, and it vas through the National 

Universal Service Pund, and not some intrastate funding 

.echaniam, but it appears t hat perhaps what we 're 

talking about here would go straight to intr astate 

funding mechaniama. 

Those are the kinds of issues that I would like to 

at l ... t ••• pursued. In my mind the inverted rate 

structure on its fac:e is - - althouqh it could help those 

low-inca.. users that use less than 800 kWh -- did I 

invert t hat? Did I say that right? 

CBAIRHAJl CLARJI: 1 KWh. 

COMHISSIOHBR JOBNSOdz Yeah, kW:. -- I 'Ill concerned 

about, because I don't have the statistical information, 

bow lllllilY low-income usere fall bow below that point . To 

t he extent t hat' • what we were trying to do, have we 

really focused on the issue. To the extent that there 

is aa.etbinq that we're tryinq to do specifically for 

low-income customers, than I think we need to hit that 

issue directly and develop policy or not develop policy, 

but in a very direct way. 

So I would like to see the issue explored through 

whatever proceeding• we might have. And with respect to 

this as a qeneral conservation mechanism, I was 

concerned by some of the issues that LEAP raised as to 

what impact it would have on the other DHS (sic) 
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programs that we already have in place . And I would 

like to 11ee that explored before I would want to proceed 

with this kind of rate structure. 

CHAIRMAN CLAJUt' I •a trying to think if the 

Schaeffer bill had anything on that . But I think t ho 

concern i• that should coapetition at tho retail luvel 

develop, than those least able to c hoose will be vl eited 

with higher rates. 

And I think that -- that 's a concern of everyone 

who ie looldng at it, haw you address those eo-called 

capped customers and what t.pact it will have on low 

income. But I 'a not sure tl.ere ia anytb~.ng specific in 

the Schaeffer bill. I will say that I find tho 

Schaeffer bill aa.ewhat confusing because it eays it has 

no .andates, but than it says if tho state doesn 't make 

a choice withi.n six aonths, than the federal government 

will. 

So it sounds like a mandate to me . But it ' s a not 

very clear piece of legislation , so I'm not clear what 

t.p&ot it would bave. 

COIOUSSIONBR JtiBSLINGl Let me eay I certainly have 

the sa.e concerns that Collllllissioner Johnson and 

C~•sioner Garcia have expressed . One of my concerns 

though, however, with the low income electric customers 

ia that it se... to ae ve need to be looking at programs 
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that will help them reduce their consuaption rather than 

looking at aa.ething that will help them cover their 

basic billa, beoauae, you know, they are the ones who 

can least afford energy-saving fixture• and appliances 

aDd weather atripping and all the other whole range of 

thing• that can help cut conaumption. 

And unleaa we holp thea cut their conaumption, it • s 

jut going to be an ongoing progrlliD of helping them pay 

their billa, which i• -- I don't aee that as a positi~e 

direction if that'• all we're doing. 

COMMISSIORBR JOIIBSON: I think you raise an 

excellent point, and I know the programs that Ben 

JleDtioned with r eapect to what DCA does and the 

veatherization and Florida Pix acd thoae ki.nd of th.inga 

are deeiqned to addre .. thoee ki.nc\e of i .. uee. So at 

least we know thoee avenue• are out there. And that • s 

•~hat helpful. 

The LIHBAP progrlliD, I always considered that sort 

9f a lifeline link-up type of a progrlliD in terme of 

providing fund• for -- I gueas than it would be direct 

.onetary amount• to help those customers pay their 

billa. But right nov I would have to refresh my 

recollection, beoauae I'• not aure of bow effective 

tbo.a programa were and what we do that money come• 

directly froa our Florida utilities, or does it come 
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1 

2 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

from a federal funding pot? 

Ill' .• OCRSHORNs Bntirely from the federal 

goverDment. 

112 

COMNISSIORBR JOBNSONs Okay. But I agree with you, 

what you're eayinq, Ca.mieeioner Kiesling, that is the 

proper fooue and ehould be a primary focus. 

CHAIRMAN CLARK: Anything else? With that we will 

adjourn the workshop. Thank you all for coming. 

(The proaeedin.ge were adjourned at 2s40 p.m.) 
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