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Appendix A

Throughout the following questions general language is used concerning customer classifications (residential, commercial and industrial).  Please note that when discussing the residential segment, we are also particularly interested in opinions specific to the the low-income sub-segment within the residential class.

1. During 2007 the Commission held public hearings in eight locations around Colorado.  In several of these hearings the Commission heard from customers that electric rates should be designed using “inverted block” rates in which the price of energy in the “tail block” was priced at a higher level

a. What is your view of this proposal for customer classes that are billed on a two-part rate (monthly service charge and a commodity rate)?

b. Can “inverted block rates” be justified on the basis of cost of service?

c. Can “inverted block rates” be justified on another basis (e.g., the goal of energy efficiency, customer equity, marginal cost considerations, etc.)?

2. Is there a justification for using inverted block rates in natural gas rate structures?


3. Section 40-3-111(b) is a new statutory section enacted in 2008 that requires the Commission to consider whether to adopt electric rate structures that enable the use of solar or other renewable energy resources in agricultural applications.

a. Should this investigation apply only to agricultural uses of solar and other renewable resources, or should the Commission consider other customer applications?

b. One possible implementation of this statutory requirement would be to eliminate the demand charge for electricity purchased for agricultural use, and collect demand costs through a variable rate, thereby increasing the price of a marginal kilowatt-hour.  Please comment on this proposal.

c. Please recommend any other rate structure changes that the Commission should consider as it implements the investigation required by Section 40-3-111(b).


4. Section 40-3-106(d) is a new statutory section enacted in 2007 that authorizes the Commission to approve rates, charges, services, etc., that make or grant a reasonable preference or advantage to low-income customers.  This section also directs the Commission to take into account the potential impact on, and cost-shifting to, other customers of such preferences.
a. What should be the objective(s) of a rate design that grants a reasonable preference to low-income customers?  What is the best way to balance potentially competing objectives, such as affordability and encouraging conservation?
b.  What criteria should be used in determining a reasonable impact upon other customers of a rate design that gives preference to low-income customers?

c. How are other states implementing similar statutory authority concerning rate designs that give preference to low-income customers?

5. Please identify innovative gas or electric rate designs in use in other states that the Commission should examine.


6. Customer monthly electric and gas bills are becoming progressively more crowded with rate information as “rate adjustments” have been added to the bill.

a. Is the current level of billing detail appropriate?

b. What is your opinion of collapsing per-unit rate adjustments into a single adjustment factor?


7. Please identify or provide any information on the price elasticity of demand for electric and gas service for residential, commercial or industrial customers.


8. The cost of a kilowatt-hour of electricity for a utility varies with time of the day and seasons of the year.  Some advocate that electricity be priced on a time-of-use (TOU) basis to reflect those cost differences.

a. What is your opinion of TOU pricing for residential customers?  For commercial customers?

b. How receptive do you think consumers would be to (mandatory) TOU rates?

c. Assuming the total revenues of a utility remain the same, which residential customers are likely to be better off if all customers are served with TOU rates?  Which are likely to be worse off?

d. Must TOU rates include dynamic pricing signals to optimize the management of cost differences by time-of-day? 


9. Please explain in general terms how you would design residential electric TOU rates.  In your answer, you should assume that utility’s total revenues do not change. 


10. An approach that is somewhat simpler than TOU rates is peak/off peak pricing, in which prices vary between two periods in each day, rather than varying hourly or even more frequently.  

a. What is your opinion of peak/off peak rates design?

b. What fraction of the benefits of TOU rates can be obtained using a simpler peak/off peak rate design?

11. Should the Commission consider further encouraging customers to participate in load management programs (e.g., “Savers Switch”-like programs, interruptible programs for commercial and industrial classes) by increasing the customer incentives for participation, or alternatively modifying participation policies from “opt-in” to “opt-out”?

12. Are there particular energy efficiency, conservation, load management, or cost-reduction programs that work better for some classes of customers (e.g., residential, commercial, industrial) than for others?  How should the Commission balance consumer incentives for class-specific programs with traditional rate designs that seek equity across rate classes?  

13. What are the pros/cons of using rate design specifically as an energy conservation/efficiency strategy?


14. Should the price of natural gas reflect the cost of greenhouse gas emissions associated with the production, delivery and combustion of natural gas?


15. What is your opinion of the “smart grid” architecture in which customers would be provided with real-time information about consumption, billed at real-time prices and have the ability to control “smart” appliances?

16. Please identify which of the following are appropriate purposes for design of electric utility rates, and rank those you feel are appropriate:


a. Inter-customer equity

b. Revenue stability for the utility

c. Providing incentives for the economically correct level of energy use

d. Encouraging energy efficiency activities by customers

e. Reducing carbon emissions

f. Protection for low-income customers

g. Promoting economic development

h. Insulating existing customers from effects of growth

i. Protecting the environment

j. Encouraging electricity use

k. Discouraging electricity use

