EXAMPLES ONLY FOR DISCUSSION PURPOSES 


Specific Issues for Potential Consideration by City Light Review Panel in its 2012 Rate Policy Work
(Per Ordinance 123256)

RATE DESIGN

1.  Residential Rate Design to send appropriate signal for electricity efficiency
	Charges (cents)
	Current Rate Schedule example
	Alt. 1-2nd block closer to MC
	Alt. 2- Add 3rd block at MC
	Alt. 3-Higher 2nd block, no BSC

	Per kWh
	
	
	
	

	First Block

300 kWh Apr-Nov

480 kWh Oct-Mar
	4.76
	3.50
	3.00
	3.00

	Second Block

Added kWh < x
	9.87
	10.50
	9.00
	12.00

	Third Block

kWh> 1st+2nd blocks
	
	
	11.00
	

	Per Day
	
	
	
	

	Base Service Charge
	11.92
	11.92
	11.92
	0


2. Large/High Demand Rate Design to send appropriate signal for electricity efficiency

	Charges 
	Current Rate Schedule example
	Alt. 1-Peak kWh closer to MC
	Alt. 2- Peak kWh at MC
	Alt. 3-Peak kW at MC of Xformer

	Per kWh (cents)
	
	
	
	

	Off-Peak
	4.52
	3.50
	2.00
	2.50

	Peak

Mon-Sat

6 am-10 pm
	6.68
	7.50
	8.00
	8.25

	Per kW (cents)
	
	
	
	

	Off-Peak
	26
	26
	26
	26

	Peak
	98
	98
	98
	30

	Per Day ($)
	
	
	
	

	Minimum
	34.21
	34.21
	34.21
	34.21


Note:   Except for “Current Rates” to show the reader what the current rate schedule looks like, the other numbers in the examples have no basis in reality, cost allocation, or revenue requirement.  They are just “what if” examples, to be used along with a verbal explanation at the Review Panel meeting on April 25, 2012.  Their purpose is to show that there are choices and that decisions might be made taking various considerations into account.  At a future date, City Light will present actual revenue requirements, cost allocation results and rate designs with alternatives.

Customer charge for all customer classes to cover more/some fixed costs

	Charges 
	Current Residential Rate Schedule example
	Alt. 1-Higher BSC (Customer Charge)

	Per kWh (cents)
	
	

	First Block

300 kWh Apr-Nov

480 kWh Oct-Mar
	4.76
	3.00

	Second Block

Added kWh < x
	9.87
	9.87

	Third Block

kWh> 1st+2nd blocks
	
	

	
	
	

	Base Service Charge:  cents/day
	11.92
	40.00

	Equiv. to Customer Charge:  $/month
	$3.58
	$12.00

	
	
	

	Monthly Bill for 800 kWh/month, Oct-March
	$58
	$58


	Charges
	Current Large General Service Rate Schedule example
	Alt. 1-Add a Customer Charge

	Per kWh (cents)
	
	

	Off-Peak (40% kWh)
	4.52
	4.26

	Peak (60% kWh)
Mon-Sat

6 am-10 pm
	6.68
	6.68

	Per kW (cents)
	
	

	Off-Peak (0%)
	26
	26

	Peak (100%)
	98
	98

	
	
	

	Minimum Charge:  $34.21/day = $/month
	$1,026.30
	

	Customer Charge:  $/month
	
	$1,026.30

	
	
	

	Monthly Bill for 1M kWh, 1,000 kW
	$59,000
	$59,000


Note:  Any change to the structure of rate schedules changes who pays higher bills and who pays lower bills within a rate class.
MARGINAL COST ALLOCATION

1.  Allocation of Low Income Rate Assistance portion of Revenue Requirement
Example (Current Method)
	Revenue Requirement Category
	Marginal Costs Used for Allocation

	Energy (production, purchased power, long-distance transmission, conservation)
	Energy cost shares

	Substations
	Substation cost shares

	Wires and transformers
	Wires and transformer cost shares

	Meters
	Meter cost shares

	Low-income assistance
	Shares of total above allocated costs


	MC Categories-Shares
	Residential
	Small Business
	Large Business

	Energy
	40%
	25%
	35%

	Substations
	30%
	35%
	35%

	Wires & Transformers
	40%
	30%
	30%

	Meters
	70%
	20%
	10%

	Low Income Assistance
	?
	?
	?


	MC Categories
	MC Dollars (millions)
	Residential
	Small Business
	Large Business

	Energy
	$300
	$120.0
	$75.0
	$105.0

	Substations
	$10
	$3.0
	$3.5
	$3.5

	Wires & Transformers
	$50
	$20.0
	$15.0
	$15.0

	Meters
	$10
	$7.0
	$2.0
	$1.0

	Total MC $ above
	$370
	$150.0
	$95.5
	$124.5

	Total % MC $
	
	40.54%
	25.81%
	33.65%

	
	
	
	
	

	Low Income Asst %
	
	40.54%
	25.81%
	33.65%

	Low Income Rev Req $
	$5
	$2.03
	$1.29
	$1.68


Possible Alternative Methods:

a.  Allocate Low Income Revenue Requirement just to Residential customers.

b.  Other?

2.  Allocation of Conservation portion of Revenue Requirement
Example (Current Method)

	Revenue Requirement Category
	Marginal Costs Used for Allocation

	Energy (production, purchased power, long-distance transmission, conservation)
	Energy cost shares


	MC Categories-Shares
	Residential
	Small Business
	Large Business

	Energy
	40%
	25%
	35%


	Revenue Requirement Category
	RR Dollars (millions)
	Residential
	Small Business
	Large Business

	Conservation
	$35
	$14
	$8.75
	$12.25


Possible Alternative Methods:

a.  Allocate Conservation Revenue Requirement to customer classes where investments occur.

b.  Other?

3.  Allocation of Net Wholesale Revenue credit

Example (Current Method)

	MC Categories-Shares
	Residential
	Small Business
	Large Business

	Energy
	40%
	25%
	35%

	Substations
	30%
	35%
	35%

	Wires & Transformers
	40%
	30%
	30%

	Meters
	70%
	20%
	10%


	Revenue Requirement Categories
	RR Dollars (millions)
	Residential
	Small Business
	Large Business

	Energy
	$242
	$96.80
	$60.50
	$84.70

	Substations
	$8
	$2.40
	$2.80
	$2.80

	Wires & Transformers
	$42
	$16.80
	$12.60
	$12.60

	Meters
	$8
	$5.60
	$1.60
	$0.80

	Low-Income Asst
	$5
	$2.03
	$1.29
	$1.68

	Total RR $ above
	$305
	$123.63
	$78.79
	$102.58

	% RR $ = NWR Credit %
	
	40.53%
	25.83%
	33.64%

	Net Wholesale Revenue
	-$50
	-$20.27
	-$12.92
	-$16.81

	Net Revenue Req
	$255
	$103.36
	$65.87
	$85.77


Possible Alternative Methods:

a.  Allocate NWR credit by marginal cost Energy shares (more credit to large consumers, less to small consumers such as residential and small business)

b.  Other?
