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WA Commissioners rejected decoupling in the Pacific Power & Light Company docket in April of this year but emphasized that future decisions as to the merit of decoupling would require a utility-specific review of an identified list of issues.  In particular, the Commissioners wanted to see an “incremental commitment to conservation,” an understanding of the impact that decoupling might have on low-income customers, and an analysis on the impact decoupling would have on the utility’s cost of capital.  Three decisions are due out in the Dec/Jan timeframe.  

Washington’s Public Counsel opposes strongly the piloting of any decoupling mechanism in the state.  Public Counsel argues that decoupling provides too much financial benefit to the utility at the expense of ratepayers.  If encouragement of energy efficiency investments by the utility is the goal, Public Counsel argues for a “direct incentive” pilot that would pay a utility a fixed amount for each therm saved by utility investments in demand-side management (DSM) programs.  Key issues, similarities and differences are highlighted in the table below. 

	Decoupling Issue
	Avista - Gas
	CNG
	PSE - Gas

	
	
	
	

	Settlement Agreement                
	Exclusive of Public Counsel & Energy Project
	Exclusive of Public Counsel 
	None

	Overall scope of a 3 year decoupling pilot
	All non-weather changes in per customer use since last (2004) general rate case
	All non-weather changes in per customer use from baseline set in this 2006 general rate case
	PSE & NW Energy Coalition support weather and non-weather changes in customer use

	Cost of Capital
	No adjustment as weather is not included in the mechanism
	The settlement includes an “agreed” rate of return with no detail on the capital structure or the component parts; Public Counsel contests this
	Including weather is expected to reduce cost of capital by about $14 million annually; this is more than twice PSE’s annual gas conservation budget

	Rate Schedules Included
	Residential and small commercial only that use less than 200 therms/mo 
	Residential and small commercial only
	Coalition suggested residential only but is willing to include small commercial


	Decoupling Issue
	Avista - Gas
	CNG
	PSE - Gas

	Conservation performance requirement
	Avista recovers 90% of lost margins if it meets or exceeds an annual target informed by its Integrated Resource Plan and  Triple-E Board; lesser performance earns a smaller % recovery; Avista pays a penalty if it achieves less than 70% of its annual target
	2007:  CNG must convene advisory group, set performance targets and get contracts with outside vendors in place by year-end;

2008/09:  CNG & advisory board recommend performance target(s) and penalties
	PSE wants no performance requirement 

UTC staff ok w/ current IRP target

Coalition recommends partial recovery of lost margins at current target; PSE must exceed current “stretch goal” by 50% for full (100%) recovery of lost margins



	New Customers 
	Customers new to system since 2004 general rate case excluded
	New accounts will be included: new residential have smaller average use than existing; new commercial average use greater than existing - - nets out?
	PSE includes new customers with no adjustment for their reduced average use; Coalition and UTC Staff require adjustment for reduced average use of new customers



	Earnings test
	Yes
	No
	None but Coalition indicated it was willing to include to address Public Counsel concerns

	Annual limit on the size of automatic rate change
	2%
	CNG will limit if “too large”
	PSE proposes none; 

Coalition recommends 1.5% if weather excluded; 3% if weather included

	Evaluation of pilot required for renewal
	Yes
	Yes and can only be renewed as part of general rate case


	Yes 

	Rate Design
	n/a as proposal is not part of a broader rate case
	Residential monthly customer charge stays at $4
	PSE proposes to increase residential monthly customer charge to $17; other parties concur $7


