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ITEM NO. CA5

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: December 27, 2022

REGULAR = CONSENT X EFFECTIVE DATE January 1, 2023
DATE: December 13, 2022

TO: Public Utility Commission

FROM: Charles Lockwood

THROUGH: Bryan Conway, Caroline Moore, and Scott Gibbens SIGNED

SUBJECT: AVISTA UTILITIES:
(Docket No. ADV 1452/Advice No. 22-11-G)
Updates Schedules 469 and 485, Public Purpose Charge and Low-
Income Energy Efficiency Program.

STAFF RECOMMENDATION:

Approve Avista Utilities’ (Avista or Company) Advice No. 22-11-G filing to update
Schedule 469, decreasing the Public Purpose Funding Surcharge (Public Purpose
Charge or PPC) and adding Special Condition 4, and revising Schedule 485, Avista
Oregon Low-Income Energy Efficiency (AOLIEE) Program, effective for service
rendered on and after January 1, 2023.

DISCUSSION:

Issue

Whether the Public Utility Commission of Oregon (Commission) should approve Avista's
proposed revisions to Schedule 469, the Public Purpose Charge, and Schedule 485, the
AOLIEE program tariff, with an effective date for service of January 1, 2023.

Applicable Rule or Law

ORS 469.633 requires investor-owned utilities to have energy efficiency programs, and
ORS 757.262 states that the Commission may adopt policies designed to encourage
the acquisition of cost-effective conservation resources and may authorize period rate
adjustments associated with the implementation of such policies.
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Under ORS 757.205(1), a public utility shall file with the Public Utility Commission
schedules showing all rates, tolls, and charges that it has established and are in force at
the time for any service performed by it within the state, or for any service in connection
therewith or performed by any public utility controlled or operated by it.

The Commission may approve tariff changes if they are deemed to be fair, just, and
reasonable under ORS 757.210. Tariff revisions may be made by filing revised sheets
with the information required under the Commission’s administrative rules, including
OAR 860-022-0025.

OAR 860-022-0025(2) specifically requires that each energy utility changing existing
tariffs or schedules must include in its filing a statement plainly indicating the increase,
decrease, or other change made with the filing, the number of customers affected by the
proposed change and the resulting change in annual revenue; and the reasons or
grounds relied upon in support of the proposed change. Filings that make any change
in rates, tolls, charges, rules, or regulations must be filed with the Commission at least
30 days before the effective date of the changes. ORS 757.220, OAR 860-022-0015.
The Commission may approve tariff changes on less than statutory notice upon a
finding of good cause shown pursuant to ORS 757.220 and OAR 860-022-0020.

Analysis

Background

The PPC applies a monthly charge to utility bills equal to a percentage of customers'
total charges for gas service. Collections from this charge fund natural gas energy
efficiency programs offered by Energy Trust of Oregon (Energy Trust or ETO), the
AOLIEE program, and the Company’s energy efficiency program marketing and
administrative costs.

On November 15, 2022, Avista filed Advice No. 22-11-G, proposing two revisions to
Schedule 469, decreasing the PPC by $2,199,918, or 1.5 percent, and the addition of
Special Condition 4. Avista also proposed modifications to Schedule 485, the AOLIEE
tariff, incorporating program adjustments intended to further expand the reach of the
Company’s low-income energy efficiency offerings and better support the Community
Action Partnership Agencies (Agency or Agencies), who administer the AOLIEE
program.

Schedule 469 Revisions

Avista proposes a total 2023 public purpose budget of $4,571,094, with $3,374,609
(74 percent) allocated to Energy Trust, $874,023 (19 percent) allocated to the AOLIEE
program, and the additional $322,462 (7 percent) spread amongst general labor,
marketing, and administrative and travel costs.
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The Company’s 2023 ETO budget decreased from $4,943,292 in 2022 to $3,374,609
for 2023, a decrease of $1,568,683. Avista states that the decrease is the result of
robust savings and participation forecasts for 2022 that were not fully realized, due in
part to the lingering impacts of the COVID-19 pandemic and increased inflation. In
addition to the $3,374,609 allocated to ETO, the Company will also provide ETO with
$1,671,239 in reserve funding, bringing the total ETO funding to $5,045,848.

Based on negotiations between Avista and ETO, the negotiated reserve funding
increased to $1,671,239, approximately 51 percent of the overall ETO budget for 2023.
The Company states this increase was to mitigate any potential rate increases through
2024 by providing a funding buffer built into the lower budget amount. The reserve
funding is forecasted to remain at over 15 percent in 2024.

Due to ETO’s lower spending during the 2022 program year, ETO anticipates
approximately $2,846,915 in carryover funding to be available for the 2023 program
year, resulting in an actual funding need of $2,193,292 for 2023, in addition to the
Company’s other energy efficiency program costs.

The Company illustrates a total funding need of $3,389,777 to meet the funding needs
of the ETO and the Company’s Oregon energy efficiency programs. Avista currently
estimates a year-end surplus of approximately $207,563 in funds collected from the
PPC during 2022, therefore, the Company will need to recover an additional $3,182,214
through rates. Avista proposes a rate decrease of $2,199,918, or 1.5 percent, effective
January 1, 2023, to recover the proposed total funding need, and states that the primary
driver of this rate decrease is the decrease in the ETO budget in addition to the 2022
ETO carryover surplus.

Table 1. 2023 Public Purpose Budget Calculation Summary

Expenditure Type Budget PPC %
2023 ETO Budget $3,374,609 74%
AOILEE Program $874,023 19%
General Labor $184,462 4%
Marketing $125,000 3%
Admin/Travel $13,000 0%
Total $4,571,094 100%

Avista also includes the addition of a Special Condition 4 to the Company’s revisions to
Schedule 469. Special Condition 4 states:
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Funding provided to ETO for purposes of providing energy efficiency
services to customers taking service under Schedules 439, 440, and 456
will be recovered separately from the Public Purpose Funding Surcharge.

Avista states that this language allows ETO to serve Avista’s natural gas interruptible
and transport customers with energy efficiency services. Avista states there will be no
immediate rate impact associated with the addition, as the Company plans to defer
these expenses as part of its “Application of Avista Corporation For An Order
Authorizing Deferral Of Costs Of Compliance With The Climate Protection Plan”, which
is pending Commission approval in Docket No. UM 2254, and request recovery in a
filing in 2023. Staff understands that this language does not authorize recovery of any
funds provided to ETO for the purposes outlined in Special Condition 4. Rather, it
authorizes ETO to serve interruptible and transport customers with funding from Avista
for energy efficiency services. Avista, in doing so, accepts the risks associated with
filing its application to defer such expenses, and the risk that any request to recover
such expenses in rates may not be approved.

Schedule 485 Modifications

The Company also proposes several program modifications to Schedule 485, the
AOLIEE program tariff, meant to provide increased flexibility and support for low-income
energy efficiency programs, while expanding the reach of the AOLIEE program and
prioritizing energy burdened customers within the Company’s service territory. The
proposed modifications were developed in a collaboration with the Agencies and other
organizations that serve Avista’s low-income households. By revising the AOLIEE
program’s distribution of funds and measure eligibility, the Company hopes to work with
Agencies to eliminate current and future bottlenecking of its weatherization program.

Customer Impact

Avista estimates the monthly bill impact for an average residential customer using
48 therms per month will decrease $1.32 per month, or 1.7 percent, for a revised
monthly bill of $78.42 effect January 1, 2023."

Conclusion

Staff reviewed Avista's filing and accompanying workpapers and supports the proposed
tariff revisions that collectively decrease Schedule 469 collections for public purpose
funding of energy efficiency programs delivered through Energy Trust of Oregon and
the Avista Low-Income Energy Efficiency program. The proposed decrease appears
reasonable and sufficient to fund Energy Trust's programs and Avista's low-income

' See Docket No. ADV 1452/Advice No. 22-11-G, Schedule 469 Workpapers, Page 1.
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energy efficiency programs in 2023. Based on its understanding, as explained above,
Staff also supports the addition of Special Condition 4 to Schedule 469.

Lastly, based on conversations with Avista and Staff's review of proposed AOLIEE
modifications to Schedule 485, Staff supports the program modifications.

PROPOSED COMMISSION MOTION:

Approve Avista Utilities’ Advice No. 22-11-G filing to update Schedule 469, decreasing

the Public Purpose Charge and adding Special Condition 4, and revising Schedule 485,
the AOLIEE program tariff, effective for service rendered on and after January 1, 2023.

Docket No. ADV 1452/Advice No. 22-11-G
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AVISTA CORPORATION
dba Avista Utilities
SCHEDULE 469

PUBLIC PURPOSE FUNDING SURCHARGE - OREGON

APPLICABLE:
Adjustments under this schedule are applicable to all bills calculated under all
schedules of this Tariff.

PURPOSE:
The purpose of this schedule is to collect funds to be used to fund energy efficiency
programs administered through the Energy Trust of Oregon (ETO) and the
Company.

MONTHLY RATE:
A public purpose charge, based on a percentage of revenues on an annualized
basis, will be collected through monthly charges for the purpose described above.
The Commodity Charge per therm of the individual rate schedules are to be
adjusted by the following amounts:

Rate Schedule Rate

Schedule 410 $0.04012 per Therm (R)
Schedule 420 $0.03498 per Therm (R)
Schedule 424/425  $0.02084 per Therm (R)
Schedule 444 $0.02125 per Therm (R)

DETERMINATION OF RATE

The Company will annually determine if the Public Purpose Funding Surcharge for energy
efficiency programs administered by the ETO and the Company needs to be adjusted so
that forecasted collections, plus any unspent collections, are sufficient to meet all
programing needs by the ETO and the Company. Any adjustments needed will take place
on the 1%t of each year.

SPECIAL TERMS AND CONDITIONS:

1. The annual budget funds collected to be transferred to the ETO will be calculated
in partnership with the Company and the ETO.

2. The monies collected under this schedule for the purposes of funding energy
efficiency program delivered by the ETO will be transferred to the ETO monthly.

3. The Company will retain a portion of the funding collected under this schedule to
fund Schedule 485, Avista Oregon Low Income Energy Efficiency Program
(“AOLIEE”) as well as administrative and marketing expenses.

4. Funding provided to ETO for purposes of providing energy efficiency services to (N)
customers taking service under Schedules 439, 440, and 456 will be recovered (N)
separately from the Public Purpose Funding Surcharge. (N)

Advice No. 22-11-G Effective For Service On & After
Issued November 15, 2022 January 1, 2023
Issued by Avista Utilities

By M Patrick Ehrbar, Director of Regulatory Affairs
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SCHEDULE 485

AVISTA OREGON LOW INCOME ENERGY EFFICIENCY PROGRAM (“AOLIEE”)
PURPOSE:

The purpose of the AOLIEE program is to fund residential low-income energy
efficiency projects delivered by Community Action Partnership Agencies (Agency
or Agencies) serving Avista low-income customers.

The AOLIEE program is intended to increase energy efficiency in low-income
households by providing a dedicated funding source, which can be leveraged by
utilizing existing infrastructure currently in place as a result of delivering the federal
Weatherization Assistance Program (WAP), Low Income Home Energy
Assistance Program (LIHEAP) and other programs. The customer intake process
includes potential consideration for weatherization services and other income-
qualified programs that can also serve as referrals for energy assistance services.

AVAILABLE:

The AOLIEE program shall be available to income-qualified residential customers
of Avista as determined by the Agencies. In addition to the income-eligibility
requirement, recipient must have an active account with Avista and must use
natural gas as their primary heating source when shell measures are installed.
Any residential dwelling that receives assistance for the installation of the same or
similar measure under any other energy efficiency program may not be eligible for
assistance under this program.

APPLICABLE:

To natural gas residential dwellings, including multi-unit dwellings.

PROGRAM FUNDING:

Budget for program will be determined annually. Actual spending for program year
may be less than budgeted amount. Funding for the program will be collected
through Tariff Schedule 469 — Public Purpose Funding Surcharge.

Advice No. 22-11-G Effective For Service On & After
Issued November 15, 2022 January 1, 2023
Issued by Avista Utilities
By Patrick Ehrbar, Director of Regulatory Affairs

b\ Kb



Third Revision Sheet 485A _Received
Canceling Filing Center
P.U.C.OR.No. 5 Second Revision Sheet 485A NOV 15 2022
AVISTA CORPORATION
dba Avista Utilities
SCHEDULE 485

AVISTA OREGON LOW INCOME ENERGY EFFICIENCY PROGRAM (“AOLIEE”)

PROGRAM ADMINISTRATION AND ADMINSTRATION COSTS:
AOLIEE will be administered by the Company in accordance with tariff schedule

485. Administration costs shall not exceed 10% of the total AOLIEE Program (C)
budget. Administration costs will cover the cost of processing reimbursement
requests, working with Agencies, attending applicable meetings, and other (T

functions to support the program.

PROGRAM YEAR AND REPORTING
The AOLIEE program year will be the same as the calendar year. Following the
end of the program year, the Company will submit an annual report of the AOLIEE
program to the Commission on or before April 30" of the following year. After filing
the annual report, the Company will review the results of the program with
Commission Staff and other interested parties to determine if any changes should
be made to the program.

DISTRIBUTION OF FUNDS

Program funds will be allocated to the Agencies based on a target number of (N)
homes to be served, Agency energy burden population, or the number of meters (N)
served within the service area of each Agency. Such allocation will be determined (C)
annually in collaboration with the Agencies. If it is determined that an Agency is (©)
under-performing and will not spend all of their allocated funds by the end of the

year, those funds may be made available to other Agencies. Any amounts not (T
spent during the program year will not be carried over to the following program

year.

At the Company’s discretion, up to $15,000 can be advanced to each Agency at
the beginning of the funding cycle to assist the Agency in managing multiple
funding sources. An Agency may request additional funds based on the expected
job totals and costs for any subsequent month.

AGENCY ADMINISTRATIVE AND DELIVERY COSTS
Each Agency will be reimbursed for a portion of the administrative and delivery
costs of administering the AOLIEE program in the amount of 15% of the (C)
reimbursement request cost not to exceed $2,000 per household. The Agency (C)
administrative payment will be included with the payment for installed energy
efficiency and health, safety, and repair measures. The Company will process

payment requests within thirty (30) days of receiving all required documentation. D)

Advice No. 22-11-G Effective For Service On & After
Issued November 15, 2022 January 1, 2023

Issued by Avista Utilities

By ka Ehrbar, Director of Regulatory Affairs
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SCHEDULE 485

AVISTA OREGON LOW INCOME ENERGY EFFICIENCY PROGRAM (“AOLIEE”)

APPROVED MEASURES TO BE FUNDED

Avista will provide funding for up to 100% of the total cost of all installed measures
if such measures: 1) are identified within the Priority List of the Department of
Energy (DOE), or 2) the total group of installed measures in the home, as
prescribed by the Energy Analyzer Software used by each of the Agencies, meets
or exceeds a Savings-to-Investment Ratio (SIR) of 1.0 or better. Measures may be
bundled to determine SIR for a group of measures being installed in a home as
allowed by the Department of Energy, and those measures identified within the
DOE Priority List are not subject to SIR requirements. Agencies shall determine
the appropriate measures to install for the AOLIEE program as long as the
measure meets the minimum SIR requirement or is identified within the DOE
Priority List. If the home has previously received partial weatherization measures
under AOLIEE or another program, the measures provided through AOLIEE may
instead meet an SIR of 0.60 or better.
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For measures with identifiable savings as established within the Company’s
Deemed Measures List, yet not eligible for funding based on the above
qualifications, Avista will provide funding for 100% of the total avoided cost of the
measure(s).

A measure can only be completed once during its measure life in a home under
the program. Under no circumstances will project funding exceed the actual
installed cost of the measure(s).

HEALTH, SAFETY, AND REPAIR MEASURE FUNDING

AOLIEE funding may be used for the cost of health, safety, and repair (HSR)
measures. These measures are those that adversely impact the safety and health
of the occupants living in the home or the effectiveness of the efficiency measures.
Agencies may use their discretion on the amount spent on HSR measures in each
home, not to exceed 20% of the Agency’s overall budget. Agencies may also (C)
choose not to spend any of their AOLIEE funds on HSR measures and instead use
them to fund weatherization measures in additional homes.

AGENCY REPORTING REQUIREMENTS
Agencies must submit all information required by the Company in order to receive
payment of jobs. Required information will be outlined within the contract between
the Company and the Agency for administration of the AOLIEE program.

Advice No. 22-11-G Effective For Service On & After
Issued November 15, 2022 January 1, 2023

Issued by Avista Utilities

By @dhmw—/ Patrick Ehrbar, Director of Regulatory Affairs



