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Utility Rate Restructuring: An Introduction

Utility rate restructuring should be the cornergta the state's effort to reduce energy consumgtia to
avoid the need to build and operate a new generaficoal and nuclear power plants in North Camnlin
Through appropriately scaled rate restructuringnemic incentive will drive investment in efficienc
conservation and independent renewable energymsgsteenefiting public health, the environment drel t
financial well-being of electrical consumers.

Economics drives change. Therefore a rate-stre¢hat substantially rewards investment in efficiewill
yield efficiency. Likewise, a rate-structure tipanalizes wastefulness will diminish waste. Curtgility rate-
structures do the reverse. Electricity is curretrgated as a common commodity on the marketestbp the
same dynamics as all commodities. If a consumgs bad uses more electricity, the price per ungésgdown.
But, electricity is not a common commodity and ddawot be treated as such because the negativeirapa
electrical generation on health and the environngedévastating and universal. The cost of elealtri
generation goes far beyond the monthly power bitistimers are paying. The cost manifests itselerform
of respiratory disease, mercury toxicity, damagertps, trees, mountain vistas, higher health casés and
health insurance premiums and in climate changebtivags drought, disease, and extreme weatheritmmsl
An overall reduction in energy consumption andaagformation to renewable technologies is cleartyhée
benefit of all members of the public. Therefon@wzersal of utility rate structures to provide miegful
incentive that will result in a dramatic reductiohenergy consumption is clearly justified and aymrate.
Efficiency and conservation should result in lowest per kilowatt/houtWasteful energy use should result in
higher cost per kilowatt/hour.

Peak power usage and the rate structure

Peak power usage exacerbates the need for more povaeiction capacity. Current rate structurellianth
Carolina do little to incentivize electrical consers to avoid peak power usage. There are readiljahle
tools on the market, such as water-heater andgweap timers, that will allow residential, commetaad
industrial electrical consumers to avoid extensise of peak power. By structuring utility ratepagpriately,
electrical consumers will be compelled to investguipment resulting in a shift of power consumptiloat
will level out peak usage regionally. Such ratecture changes have been used with dramatic Beess in
Washington State, California and in other statésak power should cost the consumer significantyenthan
off-peak power.

Incentives, but to whom? The problem with "de-dowg

The question of "de-coupling" comes into play ineal states when developing incentives to drivieiehcy
and conservation measures. The theory is thagpgrating utility company profits from the volumie o
electricity sold and consumed, negative incentiuehe eliminated for implementation of efficienayeasures.
Since utilities are in the business of selling ggethere is an inherent conflict of interest ikiag these
corporate entities to implement efficiency and @wation programs. They make more money for their
shareholders if they sell more of their produdde-coupling”, in theory, removes this conflict aferest.

But, ultimately, de-coupling translates into detddely subsidizing the utility industry for NOT mhocing
energy. It is a backward diversion from a course tfifers a more direct and effective solutidnis the
consumer, not the producer that needs economiatineeto use less energihe ultimate goal of the state's
energy policy should be to best serve the pubbtimpreserve the power, influence and profitghefutility
industry.




That being said, an inverted rate-structure maghiagtently create a de-facto de-coupling, of sdhat could
benefit utility companies, at least temporarilyt&kpayers who choose to use second-tier energywitlaying
more per kilowatt/hour, which could result in higlpeofits for the utility industry despite produgitess energy
over-all. But, this inadvertent result should hettransformed into the deliberate goal of ratérueturing as
implied by the term "de-coupling." The goal ofe@version should be to reduce over-all energyaomption
by fostering rate-payer investment in efficienoynservation and independent renewable energy sgstem
regardless of its effect on the current businesdentd production. It's likely the long term impadt
significantly differentiated tiers in an inverteate-structure will be a down-sizing of the cengradi utility
industry and a gradual shift toward de-central@abf production.|t's possible the current centralized
producers will adapt to this new competitive fialad learn to thrive within the new parameters tbeatstate
should not create energy policies with the purpisstempting to preserve the current status ofithigy
industry because in the long run this will be ap@uiment to progress toward achieving a more efiiti
resilient grid system that consumes dramaticallg kenergy and contributes less to climate chamgand
water pollution. Because a de-centralized grid by definition meamaich more distributed system of energy
production, there will be far less transmissiorslaad an overall increase in supply-side efficiemtyaddition
to the consumptive efficiency improvements madéwieach household, business and industrial
establishment.

The downsizing of the utility industry will alsorse to reduce the disproportionate economic aniqal
influence it is able to exercise over governmemnaies and in determining the state's energy jgslicBy
reducing or removing this powerful conflict of inést from the decision-making process, real sahstiand
progress toward energy efficiency, significant r&ehns in consumption from current levels, andHart
transformation to a renewable, independent andlaliseéd energy grid will be more possible and easie
implement.

Existing rate-restructuring programs in other statExamples, but not limitations to what we can do

Below are references to two existing rate-restmiretuprograms in Washington and California thatuiec
primarily on peak-power use reductions. The sugoéshese programs speaks for itself.
http://energypriorities.com/entries/2006/02/pse_tour_case.php
http://www.pge.com/tariffs/doc/EL-A7.doc

These programs should serve as good examples offeamingful economic incentive works toward driving
change in public energy-use habits. They shoulbawiewed as limitations on what we can do. Nort
Carolina should derive the principles of these paots as a useful guidance in designing meaningful
restructuring that will result in reductions of egye consumption scaled to address the global arisiimate
change we face.

The United Nations Intergovernmental Panel on Cin@@hange issued its consensus report in 2007,
concluding that greenhouse gas emissions mustoeed by 80% within the next four decades if wgbimg
to avoid the worst consequences of global warmigilding and operating new coal-burning power ptan
will not address this need. Only through dramatiergy consumption reductions can we achieve fsergial
goal. Change is driven by economics. Utility rate-restning is the most effective economic tool we have
available to drive this change. North Carolinaidti@esign an inverted rate-restructuring plan widitdrive
energy consumption reductions on the scale negessadequately address the threat of climate ghang




Southern California Edison:
http://www.sce.com/CustomerService/UnderstandingRates/

Understanding Tiered Rates

SCE'sFive-Tier Price Structure provides an opportunity for you to manage yourgneisage and save
money on your bill by rewarding customers who lowesir usage.

Here's how it works:
The more energy you use, the more you pay.

Each household is given a set amount of kilowatirsigk\WWh) of electricity to use in each tier, each
month. Similar to a full "bucket”, there is a linbit the kWh you get in each tier.

Once you use more electricity than is availablthafirst "bucket”, you move to the next "bucket”,
which has a higher cost per kWh.

Tier 1 (yourbaseling provides electricity at the lowest cost per kWh.

Higher price tiers, especially Tiers 4 and 5, aeermost expensive, and every kWh you can savesat th
level can help you lower your bill.

Tier 5

28°
per kwh

Note: Prices shown are for example only. Your ratey be different.

Here's an example:

Your central air conditioner may use 15,000 waktsKilowatts) of electricity per hour, costing ab&1.80 per
hour to run in Tier 1. Throughout the month, if yoge your A/C often, your electricity usage wilegj and you
may move into a higher price tier. Leave your airall day and night one month, and your usage rpalyirsto
Tier 5, and the same air conditioner can cost ymut$4.20 per hour to run.

Tier 5

28°
per kwh

Here's how we can help:

It is important to understand that the more engayuse, the more you will pay. By conserving egeygu
can reduce your electricity usage costs, and Igwer bill.

For help managing your usage and lowering your taike a look at ouvloney Saving Tips Then, see how
the Tiers chart on your monthly bill can serve d&pful gauge in understanding how your conservagéfiarts
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impact your energy costs.

Understanding Tiered Rates

Understanding Tier 1 (Baseline)

"Baseline" refers to a specific amount of enerdgcalted for residential customers that is charded a
lower price than energy used in excess of that amdialifornia’'s regulated energy utilities are wohaied to
allocate a basic baseline quantity to each resmlentstomer based upon that customer's geograpbi; the
season, and whether the customer has a singleesolenergy (i.e., if their home is "all electricty a
combination of gas and electric ("basic" servide).view geographic areas (or baseline regionsy{oE
customers and the amount of baseline allocationthé&se regions, visit thigaseline Allocation Chart and
Baseline Regions Map

Baseline quantities are established by the CalddPublic Utilities Commission (CPUC) and are tygiig
adjusted only when SCE is granted rate adjustnmanrtsally associated with a General Rate Case, gliyier
every 3-5 years. The baseline quantity is billechalaily basis at the lowest residential rate factf

Here, you will find additional Baseline information

Baseline Allocation (PDF)
Medical Baseline Allocation

Baseline Facts: History and Background
FAQs About Baseline




I Time of Use Electricity Billing: How Puget Sound En
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Pacific Gas & Electric
http://www.pge.com/tariffs/doc/EL-A7.doc

SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

APPLICABILITY:

TERRITORY:

*

This experimental schedule is available to customers for whom Schedules EL-1, EL-7,

or E-A7 apply where the applicant qualifies for California Alternate Rates for Energy

(CARE) under the eligibility and certification criteria set forth in Rules 19.1, 19.2 or 19.3.*

This schedule is closed to new customers. (T)

The provisions of Schedule S—Standby Service Special Conditions 1 through 6 shall
also apply to customers whose premises are regularly supplied in part (but not in whole)
by electric energy from a nonutility source of supply. These customers will pay monthly
reservation charges as specified under Section 1 of Schedule S, in addition to all
applicable Schedule EL-A7 charges. See Special Conditions 10 and 11 of this rate
schedule for exemptions to standby charges.

Customers will be served under one of these rates under Schedule EL-A7. (T)
Rate Y: Applies to customers who were on Rate Y as of May 1, 2006. (T)
EL-A7: Applies to all other customers who are served under Schedule EL-A7. (M)

The meters required for this schedule may become obsolete as a result of electric (M)

industry restructuring or any other action by the California Public Utilities Commission.
Additionally, time-of-use bill savings may be significantly reduced by the adoption of
PG&E'’s proposals in future rate cases. Therefore, any and all risks of paying the
required charges and not receiving commensurate benefits are entirely that of the
customer.

Available only in the cities or areas known as Antioch, Brentwood, Oakley, Bethel Island,
Byron, Knightsen, and Discovery Bay, and other PG&E divisions to be determined.

The Rules referred to in this schedule are part of PG&E's electric tariffs. Copies are available at PG&E'’s
local offices and website at http://www.pge.com/tariffs.
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SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

(Continued)

RATES: Total bundled service charges are calculated using the total rates below. On-peak and
off-peak usage is assigned to tiers on a pro-rated basis. For example, if twenty percent
of a customer’s usage is in the on-peak period, then twenty percent of the total usage in
each tier will be treated as on-peak usage and eighty percent of the total usage in each
tier will be treated as off-peak usage. Bundled service customers are billed the greater
of the total minimum charge or the otherwise applicable total charge derived from total
energy rates.

Direct Access and Community Choice Aggregation Service (CCA Service) charges shall )]
be calculated in accordance with the paragraph in this rate schedule titled Billing.

TOTAL RATES

PEAK OFF-PEAK
Total Energy Rates ($ per kwh)
Summer $0.31260 $0.07248
Winter $0.10393 $0.07974
Total Baseline Credit ($ per kWh of baseline use) $0.01559 $0.01559
Total Minimum Charge Rate ($ per meter per day) $0.14784

11



SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

(Continued)
RATES: Total bundled service charges shown on customer’s bills are unbundled according to
(Cont'd.) the component rates shown below. Where the minimum charge applies with no usage,

generation is calculated residually based on the total minimum charge less the sum of:
Distribution, Transmission, Reliability Services, Public Purpose Programs, and Nuclear
Decommissioning. Where the minimum charge applies with usage, the generation
charge is calculated residually based on the total charge less the sum of: Transmission,
Transmission Rate Adjustments, Reliability Services, Distribution, Public Purpose
Programs, Nuclear Decommissioning, Competition Transition Charges (CTC), Energy
Cost Recovery Amount, the Fixed Transition Amount (FTA), and the Rate Reduction
Bond Memorandum Account (RRBMA).

UNBUNDLING OF TOTAL RATES

Energy Rates by Component ($ per kWh) PEAK OFF-PEAK

Generation:

Summer $0.30869 (R) $0.06857 (R)

Winter $0.10002 (R) $0.07583 (R)
Distribution:**

Summer ($0.02287) () ($0.02287) (1)

Winter ($0.02287) (I ($0.02287) (1)

Baseline Credit ($ per kwWh of baseline use) $0.01559 $0.01559
Transmission* (all usage) $0.01034 (1) $0.01034 (1)
Transmission Rate Adjustments * (all usage) ($0.00026) (R) ($0.00026) (R)
Reliability Services* (all usage) ($0.00078) ($0.00078)
Public Purpose Programs  (all usage) $0.01130 $0.01130
Nuclear Decommissioning  (all usage) $0.00027 $0.00027
Competition Transition Charges  (all usage) $0.00436 $0.00436
Energy Cost Recovery Amount  (all usage) $0.00318 $0.00318
Fixed Transition Amount (FTA) (all usage) $0.00000 $0.00000
Rate Reduction Bond Memorandum Account (RRBMA)** ($0.00163) ($0.00163)

(all usage)

$ per meter
Minimum Charge Rate by Component per day $ per kWh

Distribution** $0.12990 (R) -
Transmission* - $0.01008 (1)
Reliability Services* $0.00000 -
Public Purpose Programs $0.00469 -
Nuclear Decommissioning $0.00011 -
Competition Transition Charges - $0.00436
Energy Cost Recovery Amount - $0.00318
FTA - $0.00000
RRBMA** - ($0.00163)
Generation*** Determined Residually

* Transmission, Transmission Rate Adjustments, and Reliability Service charges are combined for presentation on
customer bills.

ki Distribution and RRBMA charges are combined for presentation on customer bills.

***  Total rate less the sum of the individual non-generation components.
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SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

(Continued)
SPECIAL 1. BASELINE RATES: Baseline rates are applicable only to separately metered
CONDITIONS: residential use. PG&E may require the customer to file with it a Declaration of

Eligibility for Baseline Quantities for Residential Rates.

2. BASELINE (TIER 1) QUANTITIES: The following quantities of electricity are to be
billed at the rates for baseline use (also see Rule 19 for additional allowances for
medical needs):

BASELINE QUANTITIES (kWh PER DAY)

Code B - Basic Quantities Code H - All-Electric Quantities
Baseline Summer Winter Summer Winter
Territory* Tier | Tier | Tier | Tier |
S 15.9 12.5 19.7 32.3
3. TIME PERIODS: Peak: 4:00 p.m. to 8:00 p.m. Monday through Friday

Off-Peak: All other hours

DAYLIGHT SAVING TIME ADJUSTMENT: The time periods shown above will (N)
begin and end one hour later for the period between the second Sunday in March |
and the first Sunday in April, and for the period between the last Sunday in October |
and the first Sunday in November. (N)

4. ALL-ELECTRIC QUANTITIES (Code H): All-electric quantities are applicable to
service to customers with permanently-installed electric heating as the primary
heat source. All-electric quantities are also applicable to service to customers of
record as of November 15, 1984, to whom the former Code W (Basic plus Water
Heating) lifeline allowance was applicable on May 15, 1984, and who thereafter
maintain continuous service at the same location under this schedule.

If more than one electric meter serves a residential dwelling unit, the all-electric
quantities, if applicable, will be allocated only to the primary meter.

5. SEASONAL CHANGES: The summer season is May 1 through October 31 and
the winter season is November 1 through April 30. Bills that include May 1 and
November 1 seasonal changeover dates will be calculated by multiplying the
applicable daily baseline quantity and rates for each season by the number of days
in each season for the billing period.

6. ADDITIONAL METERS: If a residential dwelling unit is served by more than one
electric meter, the customer must designate which meter is the primary meter and
which is (are) the additional meter(s). Only the basic baseline quantities or the
basic plus medical allowances, if applicable, will be available for the additional
meter(s).

(L)

* The applicable baseline territory is described in Part A of the Preliminary Statement.



SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

SPECIAL
CONDITIONS:
(Cont'd.)

(Continued)

COMMON-AREA ACCOUNTS: Common-area accounts that are separately
metered by PG&E have a one-time option of switching to an applicable general
service rate schedule by notifying PG&E in writing. Common-area accounts are
those accounts that provide electric service to Common Use Areas as defined in
Rule 1.

Accounts that switch to a general service tariff will have one, and possibly two,
opportunities to return to a residential rate schedule. Please see Common-Area
Accounts Section of General Service Schedules A-1, A-6, A-10, and E-19 for more
details.

BILLING: A customer’s bill is calculated based on the option applicable to the
customer.

Bundled Service Customers receive supply and delivery services solely from
PG&E. The customer’s bill is based on the Total Rates and Conditions set forth in
this schedule.

Transitional Bundled Service Customers  take transitional bundled service as
prescribed in Rules 22.1 and 23, or take bundled service prior to the end of the six
(6) month advance notice period required to elect bundled portfolio service as
prescribed in Rules 22.1 and 23. These customers shall pay charges for
transmission, transmission rate adjustments, reliability services, distribution,
nuclear decommissioning, public purpose programs, the FTA (where applicable),
the RRBMA (where applicable), the applicable Cost Responsibility Surcharge
(CRS) pursuant to Schedule DA CRS or Schedule CCA CRS, and short-term
commodity prices as set forth in Schedule TBCC.

Direct Access (DA) and Community Choice Aggregation Service (CCA

Service) Customers purchase energy from their non-utility provider and continue

receiving delivery services from PG&E. Bills are equal to the sum of charges for
transmission, transmission rate adjustments, reliability services, distribution, public

purpose programs, nuclear decommissioning, the FTA (where applicable), the

RRBMA (where applicable), the franchise fee surcharge, and the applicable CRS.

The CRS is equal to the sum of the individual charges set forth below. Exemptions (N)
to the CRS, including exemptions for Medical Baseline and continuous DA service, (N)
are set forth in Schedules DA CRS and CCA CRS.

DA CRS CCA CRS
Energy Cost Recovery Amount Charge (per kwh) $0.00318 $0.00318 Ny (M)
Power Charge Indifference Adjustment (per KWh) ($0.00432) $0.01564 | |
DWR Bond Charge (per kwh) $0.00000 $0.00000 | |
CTC Charge (per kwh) $0.00436 $0.00436 Ny (M)
Total CRS (per kWh) $0.00322 $0.02318 Ny (M
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SCHEDULE EL-A7—EXPERIMENTAL RESIDENTIAL CARE PROGRAM ALTERNATE PEAK TIME-OF-USE SERVICE

SPECIAL
CONDITIONS:
(Cont'd.)

10.

11.

12.

(Continued)

FIXED TRANSITION AMOUNT: Residential customers are obligated to pay a
FTA, also referred to as a Trust Transfer Amount (TTA), as described in
Schedule E-RRB and defined in Preliminary Statement Part AS. In addition,
residential customers receive the benefit of the RRBMA rate.

SOLAR GENERATION FACILITIES EXEMPTION: Customers who utilize solar
generating facilities which are less than or equal to one megawatt to serve load
and who do not sell power or make more than incidental export of power into
PG&E’s power grid and who have not elected service under Schedule NEM, will be
exempt from paying the otherwise applicable standby reservation charges.

DISTRIBUTED ENERGY RESOURCES EXEMPTION: Any customer under a
time-of-use rate schedule using electric generation technology that meets the
criteria as defined in Electric Rule 1 for Distributed Energy Resources is exempt
from the otherwise applicable standby reservation charges. Customers qualifying
for this exemption shall be subject to the following requirements. Customers
qualifying for an exemption from standby charges under Public Utilities (PU) Code
Sections 353.1 and 353.3, as described above, must take service on a time-of-use
(TOU) schedule in order to receive this exemption until a real-time pricing program,
as described in PU Code 353.3, is made available. Once available, customers
qualifying for the standby charge exemption must participate in the real-time
program referred to above. Qualification for and receipt of this distributed
resources energy exemption does not exempt the customer from metering charges
applicable to time-of-use (TOU) and real-time pricing, or exempt the customer from
reasonable interconnection charges, non-bypassable charges as required in
Preliminary Statement BB - Competition Transition Charge Responsibility for All
Customers and CTC Procurement, or obligations determined by the Commission to
result from participation in the purchase of power through the California
Department of Water Resources, as provided in PU Code Section 353.7.

DWR BOND CHARGE: The Department of Water Resources (DWR) Bond Charge
was imposed by California Public Utilities Commission Decision 02-10-063, as
modified by Decision 02-12-082, and is property of DWR for all purposes under
California law. The Bond Charge applies to all retail sales, excluding CARE and
Medical Baseline sales. The DWR Bond Charge (where applicable) is included in
customers’ total billed amounts.
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A proposed three-tiered inverted utility rate staue for North Carolina

Table 1 is an example of a proposed three-tieredstaucturing system for North Carolina.

Tier #1 defines an 8.5 cent cost for every kiloviatiir up to 500 used per month.

Tier #2 defines a 17 cent cost for every kilowattihbetween 501-1000 used per month.
Tier #3 defines a 34 cent cost for every kilowattthabove 1000 used per month.

All peak power usage costs the same as tier #3 powe

The principle involved is that most households giitive to keep within the limits of Tier #1 anduse as little
peak power as possible to keep monthly power tals minimum. This will provide a powerful inceveito
drive investment in energy efficiency and conseomtonsciousness. It will also provide incentioe
investment in supplemental or completely indepehdesidential renewable energy systems.

The penalty for wasteful energy use is substantider this tiered rate structure. Nonetheless,dystem is
not a "mandate” to use less energy. It is an eoanmcentive. If an electrical consumer is wigito pay the
price, he or she may choose to use limitless enefpere will be those who use a substantial qtyaofiTier
#2, #3 and peak energy.

The excess revenue collected from the use of Te#& and peak power can be ear-marked productively
further reduce energy consumption and reduce hgrdishlow-income households. For instance, thigenue
can be used as a Public Benefit Fund to subsidzeurchase of energy-efficient lighting and apples to
those who qualify.

TABLE 1

EXAMPLE OF HOW TIERED RATE STRUCTURING
COULD WORK FOR NORTH CAROLINA

RESIDEMTIAL RATES PER AVERAGE HOUSEHOLD

15T TIER 2ND TIER 2RD TIER PEAK USAGE HOURS
(First 500 Kw/hrs/mo) (501-1000 Kwhrs/mo) {1001 and above) MON-FRI, 58 pm
8.5 cents'KwH 17 cents/KwH 34 cents/KwH 3 cents/KwH
BASIC SERVICE CHARGE BASIC SERVICE CHARGE  BASIC SERVICE CHARGE
$15 515 315
M atimum monthly bill M aximum manthly bill monthly bill for 2000 Kw'hra/mo
assuming off-peak usage assuming offpeak usage assuming off-peak usage
$57.50 $142.50 $482.50

The Canary Coalition, PO Box 653, Sylva, NC 28@23-631-3447, info@canarycoalition.org,
www.canarycoalition.org
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