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Re: AB 377 

This is the supplemental information requested during the 
hearing February 22, 1979 relative to this bill. 

The informELtion was supplied to the committee members from 
the office of Mr. Bianch of Sierra Pacific Power Company. 

(Committee Mlmdes) 
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Sierra Pacific PoV\/er Company 

February 23, 1979 

To: Vince Laveaga 

From: Bill Branch 

Subject: Lifeline Rates 

As requested by Assemblyman Horn during the course 
of yesterday's hearings relating to lifeline rates (A.B. 377), 
I am attaching copies of certain studies and other articles of 
information referred to in my testimony. 

During the course of my testimony, 
study on lifeline consumption made by PG&E. 
quite voluminous and was borrowed from PG&E 
returned to them. If the committee wishes, 
and get a copy. 

I mentioned the 
That study was 

and, unfortunately, 
I can contact PG&E 

Additionally, if there is anything else I can provide 
the committee, please let me know. 

P. 0. BOX 10100 / RENO, NEVADA 89510 / TELEPHONE 702/789-4011 
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To: 

From: 

Subject: 

John Nunn 

Bill Branch 

Lifeline Rates 

December 15, 1976 

I just received some information concerning lifeline 
rates wl1ich was developed by the National Association of 
Regulatory Commissioners (NARUC) following a survey of a number 
of state regulatory commissions. The attached extracts provide 
some interesting insights into the basic impacts of lifeline 
rates in the states of New York, Ohio, Oregon, Rhode Island, and 
West Virginia. 

I suggest you retain this information in your lifeline 
rate file since I am certain we will be faced with this situation 
in Nevada some day. 
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NEW YORK I Summary of Testimony by Joe D. Pace on Lifeline Rates. 
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In testimony before the New York Commission, Joe D. Pace 
presented information on lifeline rates (Case No. 26806). He 
computed the effect of lifeline rates on residential bills with 
revenue recovery from all classes (Table JDP-3 of his testimony). 

"For convenience, throughout the rute discussion, I will 
focus on data specific to the Long Island Lighting Company (LILCO). 
Data relating to the other New York utilities are summarized in 
Exhibit ___ (JDP-3). 

"The ·residential rates offered by LILCO as of August 1, 1975, 
and approved by the New York Public Service Commission resulted 
in an average charge of 5.67 cents per kilowatt-hour for kilowatt
hours billed at or below the 300 per month level. LILCO's average 
charge, therefore, was above the 300 kilowatt-hour illustrative 
lifeline rate level by 2.67 cents. In order to determine the 
impact on LILCO's revenues of reducing rates for all kilowatt
hour>s under 300 by this amount, one must know the number of 
kilowatt-hour's the Company sells in this range. This can be deter
mined by consul ting the Company's bill frequency analysis which 
shows the total nulT'.ber of residential kilowatt-hours billed within 
specified consur.:ption ranges. The bill frequency analysis for 
1974 shows that LILCO sold 2.46 billion kilowatt-hours at the 
rate applicable to the fi:2st 300 Kwh of res.:::dential 
use per month. · This constituted 47.4 percent of LILCO's total 
residential sales during this period and 21.6 percent of its total 
sales to ultimate customers. 

"LILCO's lifeline revenue loss thus would come to $65,856,580 
(2.46 billion kilowatt-hours x 2.67 cents per kilowatt-hour). To 
offset this, an additional charBe of 0.74 cents per kilowatt-hour 
would be required on the approximately 8.93 bi11ion kilowatt-hours 
sold to residential customers above the 300 kilowatt-hour a month 
level and to other retail customers. 

"A little mathematical exercise reveals that the breakeven 
point is approximately 1,350 kilowatt-hours--that is, a residential 
customer using less than this amount would experience a reduction 
in his electricity bill .. he LILCO bill frequency analysis indicates 
fhat, in 1974, 96 percent of the residential bills were below the 
breakeven level, and these bills accounted for 79 percent of the. 
kilowatt-hours sold to residential customers. In short, virtually 
all residential customers would see their bills reduced. Such a 
lifeline proposal merely would shift rate burdens from the residential 
class. as a whole to the commercial, industrial and other classes. 11 
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Pace indicated that a lifeline rate with recovery drawn from 
all classes, would give most residential customers a benefit: 
"This results simply from the fact that only residential customers 
will benefit from the lifeline rate scheme, but other customer 
classes typically pick up between one-half and two-thirds of the 
tab for the prop;ram." 

Pace investigated the incidence of a lifeline rate with 
revenue recovery from only the residential customer class (JDP-5). 
Under such a proposal customers using even modest amounts of 
electricity--such as 600 Kwh--could find their bills increased. 

In order to determine what effects a basic lifeline plan 
might have on various income groups in New York State, Pace 
examined the 1970 Census data. "In general, the available evidence 
for New York State indeed does indicate that, for a number of 
reasons, a substantial segment of the poor would not be helped by 
a basic lifeline plan, while a significant number of more affluent 
customers would benefit. 11 Factors which could result in the poor 
not benefiting from a lifeline rate included the following: 
electricity included in rent payments with landlord billed on a 
commercial schedule; substantial use of electricity (water heating, 
cooking, space heatine, large family home occupancy). 

"In sum, a lifeline rate focused ·only on small residential 
users of electricity in New York State will fail to reach the 
renting poor whose utility costs are included in their rent payments, 
those who pay their own electricity bills but have electric water 
heating and possibly as well those with large families living in 
single-family dwelling units. The Census data indicate that at 
least 25 percent of the poor fall into these categories and thus 
would be bypassed by a lifeline rate plan. In contrast, perhaps 
30 percent of the affluent would be subsidized. 

"Also, it should be stressed that a crucial defect of all 
lifeline rate proposals is that they are unable to provide any 
major assistance to those who heat with fuel oil. Yet it is pre
cisely this group, into which 55.8 percent of the poor in New York 
State fall, that has been hardest hit by rising energy costs. 
Moreover, this is a problem that can be expected to worsen as time 
passes. The moratorium on attaching new gas customers which pre
vails throughout the State means that, regardless of income, anyone 
occupying a new dwelling unit will have to use fuel oil or electricity 
for space and water heating and electricity for cooking. Under a 
lifeline rate plan, then, such customers would be doubly discriminated 
against--in addition to having no access to existing relatively 
low-cost natural gas supplies, they are unlikely to have access .to 
any lifeline rate savings." 

Pace ~dvocated the use of income tests rather than lifeline 
rates in cases where the policy goal is to relieve the electricity 
cost burdens borne by the poor. He suggested this could be done 
thPour,h the use of energy stamps. He noted the advantar;es of 
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energy stamps: low administration costs in conjunction with · 
existing food stamp programs; benefits based on income rather 
than electric usage; use for fuel oil bills as well as electricity; 
and a potentially greater level of aid. He also noted the dis
advantages: difficult funding; possible low rate of participation. 

He examined the relationship between marginal cost pricing and 
lifeline rates. 

"Turning then to the first cost argument for lifeline, the 
basic marginal cost line of reasoning is one with which I agree. 
Economic efficiency is best served by rates based on marginal 
cost and such rates should be considered for this reason. If 
marginal cost does exceed average revenue requirements, then 
economic theory does teach that rates should be reduced most be-
low marginal cost where demand is least affected by rates. Since 
the customer charge level may have little effect on kilowatt-hour 
consumption, the elimination of the customer charge provides a 
logical and convenient way to reduce rates below marginal cost if 
necessary in order to comply with the revenue constraint. Something 
like a simple lifeline rate structure (perhaps a flat per kilowatt
hour charge with little or no customer charge) could result from 
the application of marginal cost pricing principles. Adopting the 
marginal cost approach then, given the right cost conditions, 
could offer a way to reduce the bills paid by low-use customers, 
encourage 'conservation' by higher use customers, and maintain the 
economic integrity of the rate structure. 

"In all fairness, however, marginal cost pricing, which is 
justifiable on other grounds, cannot be viewed as either a 
universal or a perfect solution to the energy cost problems faced 
by the poor and the elderly. This is so for several reasons. First, 
it should be noted that the marginal cost approach offers potential 
relief to low-use customers only if marginal cost in fact exceeds 
average revenue requirements. This cost situation may not prevail 
for some companies. Second, if the customer charge acts as a 
revenue adjustment lever, small disa8reements with regard to the 
true marginal cost level could yield dramatic swings in the rate 
burden borne by low-use customers. Third, obviously the maJ;f:inal 
cost methodology must be applied to all rates and classes. To the 
extent that the residential class ingeneral and small residential 
customers specifically have been undercharged in the past, they 
may be no better off after all marginal cost rate adjustments have 
been carried out. Finally, the marginal cost approaci1 may not meet 
all of the objectives of the social ratemukers. In particular, the 
marginal cost approach may not be consistent with giving longer 
lifelines to customers using electric water or space heating. Thus, 
the low-income or elderly customers who are not low-use customers 
may face increased bills. · 

"In sum, it seems clear that the marginal cost approach, under 
some circumstances, does offer the potential for simultaneously 
rationalizing rate structures and meetinr; the lifeliners at least 
halfway. However, the degree an' stability of relief (if any) that 
might be expected are open to question in each case." 
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RATE EFFECTS ON LIFELINE DESIGN WITH REVENUE RECOVERY FROM ALL CLASSES 

300 Kwh/3¢ Plan 

New York Orange 
Central Con Niagara State Electric and 

LILCO Hudson Ed Mohawk &. Gas 1 Rockland 

(1) (2) (3) (4) (5) (6) 

Present Average Revenue from Kwh 
Billed Below 300 Kwh Level (¢/Kwh) 5.67¢ 6.21¢ 8.67¢ 4.50¢ 3.94¢ 7.23¢ 

I Lifeline Rate ( ¢/Kwh) 3.00¢ 3.00¢ 3.00¢ 3.00¢ 3.00¢ 3.00¢ 
l's) 

w 
I Loss Per Kwh ( ¢/Kwh) 

I 
2.67¢ 3.21¢ 5.67¢ 1.50¢ 0.94¢ 4.23¢ 

Total Lifeline Revenue Loss ($ Million) $ .65. 9 $ 16.0 $ 312.5 $ 49.4 $15.3 $ 15.1 

Required Surcharge (¢/Kwh) 0.74¢ 0.62¢ 1.18¢ 0.26¢ 0.22¢ 1.08¢ 

Effect on Residential Bills: 
300 I<wh $-7.71 $-8.75 $-15.57 $ -3.66 $-2.36 $ -11.87 
500 Kwh -6.24 -7.50 -13.21 -3.14 -1.93 -9.71 
750 Kwh -4.40 -5.95 -10.26 -2.50 -1.38 -7.02 

1,000 Kwh -2.55 -4.39 -7.31 -1.85 -0.83 -4.32 
1,500 Kwh 1.13 -1.27 -1.42 -0.56 0.26 1.06 

Br::nkcvcn Point (Kwh) 1,345 1,704 1,S20 1,718 1,379 1,401 

!:':::::~mt cf Dilb C:low Brcal=.:·;en c:.c~ 96. t)% "" n,v .; __ 4,J,v ""' en, 
...,V •"' iV 92.2% 96.0% 

Average lncren:;c: in Nonresid.:ntial Rnte::; 15.53% 16.41% lS .83~ 13.40% 9.34% 29 .15% 

~ ...... . . : 

~ Qj 1 Preliminary. 
~N .. '. ., . . \ '·' ,., ,. ' . ,... - ,. ' ....... •~r-,,-.....- -A .• ~~ ·, ""' ...... i: l""I rl ,...,_ •, ;,--.rl;.,:~11nl . ',,- _..,. 
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Rochester 
Gas &. 

Electric 

( 7) 

4.66¢ 

3.ooc 

1.66¢ 

$ 11.8 

0.33¢ 

$-4.52 
-3.85 
-3.04 
-2.22 
-0.58 

1,675 

:7 .:~ 

~. 5--~~ 

,,t :,_; .. , ~,~c •,_ 
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-- RATE EFFECTS OF LIFELINE DESIGN WITH REVENUE RECOVERY FROM RESIDENTIAL CLASS 

300 Kwh/3¢ Plan 

New York Orange 
Central Con Niagara State Electric and 

LILCO Hudson Ed Mohawk &. Gas 1 Rockland 

(1) (2) (3) (4) (5) (6) 

Present Average Revenue from Kwh 
Billed Below 300 Kwh Level ( ¢/Kwh) 5.G7¢ 6.21¢ 8.67¢ 4.50¢ 3.94¢ 7.23¢ 

Lifeline Rate (¢/Kwh) 3.00¢ 3.00¢ 3.00¢ 3.00¢ 3.00¢ 3.00¢ 

Le .,s Per Kwh ( ¢/Kwh) J 2.G7¢ 3.21¢ 5.67¢ 1.50¢ 0.94¢ 4.23¢ 

Total Lifeline Revenue Loss ($ Million) $ 65.9 $ 16.0 $ 312.5 $ 49.4 $ 15.3 $ 15.1 

Required Surchg,rge ( ¢/Kwh) 2.41¢ 2.44¢ 13.69¢ 1.35¢ 0.95¢ 4.18¢ 

Effect on Residential Bills: 
300 Kwh $ -7.71 $ -8.75 $ -15.57 cl'- -3.66 $-2.36 $-11.87 'I' 

500 Kwh -2.89 -3.86 11.80 -0.96 -0.47 -3.52 
750 Kwh 3.13 2.24 46.03 2.42 1.91 6.92 

1,000 Kwh 9.16 8.35 80.25 5.79 4.28 17.36 
1,500 Kwh 21.21 20.56 148.70 12.54 9.02 38.23 

Breo.keven Point (Kwh) 620 658 414 571 549 584 

Percent of Bills Below Breakeven 65.4% 72.3% 82.0% 71.1% 68 .8% 75.0% 

1 Preliminary. 

~ c ...... , • .._,.," . 

~ 
...,..,,_ ...... "". 

Rochester 
Gas &. 

Electric 

(7) 

4.66¢ 

3.00¢ 

1.66¢ 

$ 11.8 

1.69¢ 

$ -4.52 
-1.15 

3.07 
7.29 

15.72 

568 

70.9% 

' • 
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CENSUS DATA RELATING TO ELECTRICITY USE IN NEW YORK STATE 

1970 

-
Total 

Long New York Westchester New York 

Low-Income Families (Income Less Than $4,000) 

Electric Payments Included in Rent 

Pay for Electricity and Use Electricity For: 

Water Heating 
Cooking 
Space Heating 
Cooking Only 

Live in Single-Family Home 

Five or More Persons in Family 

I 

High-Income Families (Income Exceeding $20 1 000) 

Use No Major Electric Appliances 1 

Live in Multi-Family Home 

One or Two Persons in Family 

Island City &. Rockland Upstate State 
-------------:-{ As a Pere en t of Total Sample)-------------

( 1) (2) (3) (4) (5) 

9.1 18.9 17.5 15.3 17.0 

7.8 1.2 2.8 17. 1 7.3 
22.1 1.4 6.7 24.2 11.0 
1.8 0.8 1.4 1.7 1.2 

18.3 1.2 3.5 13.3 6.6 

70.7 6.4 22.4 45.8 24.8 

9.3 7.1 4.6 5.7 6.7 

44.6 81.1 67.9 31.3 59.3 

4.9 60.9 14.8 5.5 29.4 

20.4 39.5 26.1 2ti.5 30.5 

1 Electricity not used for space heating, water heating or cooking. 

Source: U.S. Bureau of the Census, Public Use Samples of Basic Records from 
the 1970 Census, computer tape. 
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OHIO 

Summary of Information furnished by the Ohio Public Utilities Com
mission based on "Lifeline Rates and cm Economically Justified Rate 
Structure" by S. Enkara and R. Wayland 

"The concept of lifeline rates was originally developed by 
the Vermont Public Interest Research Group in 1973. Applied to 
electricity rates, lifeline would charge each residential customer 
a relatively low uniform rate per KWH for the first several hundred 
kilowatt-hours consumed monthly." 

"More specifically the proposed lifeline rate approaches are 
aimed towards offering two major social advantages: 1) Help the 
poor, by assuring that each household obtains the minimum amount of 
energy required for 'a decent standard of living.' 2) Promote con
servation, by rewarding customers consuming small amounts of 
electricity and punishing large users. 

"The Lifeline Rate Bill, as it is presently being presented 
in Ohio, would guarantee a minimum rate as follows: 

"A. To the first 400 KWH of usar;e, for all residential 
customers other than total of electric dwellings. 

"B. To the first 1,200 KWH of usage, for totally electric 
dwellings. 

!1The minimum rate would be the lowest unit rate charged to 
any customer, in any block· of the rate struct"u"re. --ror example-,-in 
the case or Cleveland Electric7'.Tluminating Company, for the general 
residental customer category, the minimum rate would be the electric 
furnace operation tariff. 

"Base rate + Fuel Cost Adjustment 

1.1 + .01333 = 1.113 ¢/KWH to the first 400 KWH of 
electric energy usage. 11 

The authors noted that the immediate short-run effect of the 
implementation of the lifeline rate would be a revenue displacement 
for the utility cori1panies. The authon; calculated the displacement 
by consulting the utility companies' bill frequency distribution, 
calculating total. revenues under the proposed lifeline rates, and 
c9rnparing them with the total revenue under the present rate structure. 
Based on calculations using the Bill Frequency module of the PUCO 
Corporate Finance Model for Ohio Power Company and Cleveland Electric 
Illuminating Company and based on calculations by Cleveland Electric, 
Columbus and Southern Ohio, Ohio Power, Cincinnati Gas and Electric, 
Ohio Edison, and Dc1yton Power unci Lir,ht of cc1lculations of the revenue 
displacement which would be incurred due to lifeline r<1.tes, Enkara 
and Wayland developed the following table. In the calculations all 
customers were assumed to continue to consume the same amount of 
electricity as if there had been no price chanr,es: there was no 
adjustment for changes in quantities demanded due to price changes. 

-26-
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Residential Residential 
· Revenues Revenues % of Present 

Pre> sent R:1 tc s Lif P.linc Dis,Jlacr:nicnt Revenues 

I 
Ohio Power 136.228 6/4. 859 71. 369 53¼ 
Dayton P&L BG. 777 52.334 34.443 t,Oi. 
C&S 93.895 52.062 41.833 45% 
Cleveland El. 1!15. 791 71. 265 71,,.s26 527. 
CG&E 105.581 59.678 45.903 44% 
Ohio Edison 193.736 96. 384 97.352 51% 
Toledo Edison 65.17!1 33.499 31. 675 t,8% 

Total 827.182 430.081 397.101 "48% 

$: 1 X 1~6 

Since the proposed lifeline rate would apply to the first 
400 KWH (1200 KWH for all electric homes) consumed per month by 
every residential customer on the system, residential customers 
using more than 400 KWH would not necessarily find their electricity 
bills increased. The cJ.uthors determined the "break even" level 
of consumption for the six major electric utilities. 

"We determined the break-even level of consumption for the 
six major electric utilities in Ohio. The process involved: 
1) The estimation of residential 'humpback rates' by dividing the 
revenue displacement figures by non-lifeline residential KWH, and 

I adding this revenue recovery factor onto the remaining blocks of 
the current tariffs, 2) the estimation of the revenue distribution 
that r~sulted from the humpback rates. 

"The break-even level of consumption for the general residential 
category on the average is 670 KWH, and for the all electric 2,260 
KWH. In detail: 

~General Residential: 

% of % of 
Lifeline Required Breakeven bills bills 

Rate Displacement Surd1a-:gc Point above belo'.-1 
¢/kwh $:1 X 106 ¢/kwh kwh Breakcven Breake'/· 

Ohio Poh·er ,1. 380 40.775 5.766 612 29.4 70.G 
DP&L 0.600' 23.108 2.420 729 26.0 71 •• 0 

C&S 1. 246 37.8113 4.807 645 32.2 67.8 
Cleveland El. 1.100 68. !151 6.183 627 21.6 78.11 
CG&E 1.126 42.227 2. 921 754 29.7 70.3 
Ohio Edison l. 231 90.188 5.335 639 31.2 68.3 

'Average 1.114 50.11)2 4.573 668 28.4 71. (; 

-27-
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TI1e authors noted that 70% of the residential customers were 
below the break-even point. 

"The above figures indicate that under the basic lifeline 
r~te approach, benefits are not restricted to low use residential 
customers only. Therefore, the approach would not provide an 
efficient instrument for transferring benefits from high to low 
users, ~resupposing, of course, that low users are also low income 
customers." 

The authors indicated that based on a study 
Southern Ohio using data on the low income group 
the Franklin County Welfare Department, there is 
between low income and low usage of electricity. 
that 50% of low income bills are over 500 ~~H per 
44% of the total residential class bills are over 
on this data it was concluded that low usage does 
income. 

by Columbus and 
obtained from 
a low correlation 

The study indicated 
month, while only 
500 KWH. Based 
not imply low 

Noting that the costs of electricity vary with capacity, 
volume, and time the authors indicated that peak users should be 
chu.rged for the sum of peaker running costs and the incremental 
capacity costs because they contribute clirectly to a system's 
need for capital investment in generation transmission, and dis
tribution capacity. 

11 However, the current structure of rates deviates substantially 
from the above mentioned norms. The low income electricity user, 
whose use is primarily off-peak is now paying a full share of 
generating and transmission capacity at a time when his contribution 
to peak is either zero or trivial. A rate structure which will 
reflect the peak-off peak cost differential would lower electricity 
bills for the low income off-peak consumer, and at the same time 
provide the incentive for the peak consumers to try and lower their 
electricity bills as well. 

"To the extent that the price elasticity of .electricity demand 
is larger than zero, the peak-off peak price differential would 
also help promote conservation in the sense that: 1) future capacity 
increases in generation and transmission will be curtailed, 2) an 
increased utilization of existing capacity will result, and 3) in 
the long run the capacity mix will be c1ltered to include more base 
units with relatively low running costs. 

"Lifeline l'<J.tcs or any other inverted rate structure completely 
ir,nore the above mentioned cost and demcmd considerZJ.tion, and in 
that sense tend to distort the efficient opePc1tion of utility markets." 

];'.E?_:'~'~':=;?}~)71)')::!;~~)??:::!~???(_T:T?~r!~?}:!~·1:~p::';;~f;"::?:'.!?j••:1;::f:':??[Y:?t{f!?/}:;??'r::~~1y'.:_\??{:>:::,1:i:r 

11: t . 
; { 

i l 
~_,;:.~ .~.;':.4,..~~ .... .- .... ,'1-~~• ;.~,__, ,-"-,;-,,.;..:....c<l;c.C. .. ~"<'\' < ,,r ,•,, •; ,_,, '➔•-"•"• 

_·:-. '...•,! ,,(:.:. ,·. 

.., ... 
-•<:. :>: ..... 



I 

I 

t 

OREGON 

Before the Public Utility Commissioner of Oregon. Investi8ation 
of reduced rates for energy consumed by certain persons (on the 
Commission's own motion). 

Pursuant to ORS 756.515, on September 8, 1975, 
the Public Utility Commissioner [Commissioner] issued Order 
f75-781, and began this rulemaking investigation to resolve 
whether the Commissioner should order reduced rates for 
energy consumed by poor persons and senior citizens.l The 
order made every Oregon energy utility regulated by the 
Commissioner a respondent. 

The Problem 

Intense demand existed for ~his investigation. In 
Oregon, since 1970, while inflation has reduced purchasing 
power, some energy utility rates have increased almost 100 
per cent. Although it is not clear whether poor persons use 
more energy than other citizens, all parties agree the poor 
and aged, especially those on fixed incomes, pay dispropor
tionate shares of their income for essential utility services, 
and are most in need of help. 

It also is understandable that pressure for 
relief focused upon the Commissioner, for it is his statutory 
responsibility to assure utility rates are just and reasonable, 
and to oversee the different rates which utilities apply to 
their different customers. The Commissioner, hm..,,ever, is 
not alone in considering this problem. In Oregon, the Joint 
Interim Committee on Trade and Economic Development also is 
investigating utility rates charged the poor and elderly. 
several bills are pending in Congress which directly address 
the issue of poor persons and energy costs. 2 Various federal 
agencies, especially the Federal Energy Administration, are 
engaged in rate reform programs throughout the country. 

The Proposals 

The proposed solutions took two basic forms: 
Discounts for eligible poor persons; and reduced rates· for 
all residential customers for minimum "essential" quantities 
of energy. Both solutions raise difficult legal and eco-

·nomic issues. Utility stamps or increased welfare benefits 
require action by the Legislative Assembly, which will not 
reconvene until January, 1977. Discount rates would help 
the poor, but might be outside the Commissioner's juris
diction. Lifeline rotes might penalize rather than benefit 
some poor persons. Descriptions ~f the various proposals 
received, and the legal and economic issues raised, follow. 

- - - -
-30-
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The Commissioner's Authority 

Discount rates clearly discriminate in favor of 
poor persons. No party offered evidence in this proceeding, 
nor is the Commissioner aware-.of evidence from any other 
proceeding, in Oregon or elsewhere, which indicates it costs 
less to serve poor or aged residential customers than it 
doest~ serve average and above-average income customers of 
any age. 

'l'he Commissioner represents the entire public, and 
must obtain for all customers of regulated utilities adequate 

service at fair and reasonable rates. ORS 756.040. 4 He 
must classify each utility's services using reasonable 
criteria, and each regulated utility must conform its rate 
schedules tg the Commissioner's classifications. ORS 
757.230(1). _ --· _ --- - -· - -

Discount rates would provide direct aid to needy 
customers of Oregon's regulated utilities. To establish 
eligibility standards and administer the discounts would 
be possible. However, such a program may be implemented 

only if the Commi 9sioner has authority to discriminate 
between customers on the basis of income levels. That is, 
to authorize lower rates for poor persons than for persons 
who are not poor. 

The Corc~issioner rejects the argument that the 
statutes cited above forbid discrimination by utilities but 
permit the Commissioner himself to discriminate. This 
argument implies the "reasonableness" of a rate depends 
wholly on who proposes it. If the Commissioner might order 
discriminatory rates because such rates are forbidden only 
to utilities, might the Commissioner order utilities to 
provide special rates to political candidates because ORS 
757.305, which forbids such discounts, refers only to utilities? 
The answer is obvious. The sta ute which requires the Com
missioner to provide reasonable classifications of service, 
ORS 757.230(1), must be read in conjunction with the statute 
which forbids utilities to charge different rates for identi
cal service under like conditions. ORS 757.310(1) (b). The 
Commissioner must provide reasonable rates to the public, 
based upon reasonable classifications of service, and reason
able rates are the same for different customers served under 
like conditions. The Commissioner must prescribe only reason
able rates, and no discriminating rate is reasonable. 

Thus, any consideration which would impose diff0rcnt 
rates for "like and contemporaneous service'' is unre3sonablc 
and, if such consi<lerations are unreasonable, the Commissioner 
h?d no a\.lthority to impose such rates. 

1.89 
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Oregon is not the only jurisdiction to have con
sidered this question. Other courts and commissions have 
reviewed regulatory statutes similar to Oregon's and uni
formly have held that commission-ordered discount rates 
based upon age or income are discriminatory and, therefore, 
illegal. Moore v Gilbert, 131 Vt. 545, 310 A 2d 27 (1973); 
Washington Utilities & 'l'ransportation Comm. v Pacific Power & 
Light Co., 10 PUR4th 449 (Wash. U&TC 1975); Re Central 
Vermont Public Service Coro., 7 PUR 4th 67 (Vt. PSBd. 1974); 
Re Public Service Co. of New Hampshire, 95 PUR3d 401 (N.II. 
PUC 1972); Public Utility Comm. v Philodel:_phia Electric Co. 
91 PUR3d 321 (Pa. PUC 1971); Re New England Telephone & 

Telegraph Co., 89 PUR3d 417 (R.I. PUC 1971; Re New England 
Telephone & Telegraph Co., 84 PUR3d 130 (Mass. DPU 1970); 
Re Potomac Electric Power Co., 84 PUR3d 250 (D.C. PSC 1970); 
Re Louisville Transit Co., BJ PUR3d 1 (Ky. PSC 1969); 
Re Mountain States Telephone & Telegraph Co., 2 PUR3d 123 
(Utah PUC 1954) • 

The cases cited by Legal Aid for the proposition 
that the Commissioner may discriminate arc not on point. No 
jurisdiction with statutes sim~lar to Oregon's has implemented
discount rates based solely on age or income. The Commis
sioner is charged to protect the public generally from 
unjust and unreasonable practices. ORS 756.040(1). The 
case law and statutes make clear that discriminatory rates 
are unjust and unreasonable and therefore beyond the Com
missioner's power. 

The Commissioner began this investigation because 
he wanted to help the poor and aged who cannot easily afford 
essential utility services. How~ver, the Legislative Assembly 
has not delegated to the Commissioner the power to impose 
discriminatory rates •. Regardless of how desirable such 
rates might be as social policy, benefits to the poor and 
elderly which do not reflect the cost of service must come 
from the Legislative Assembly. 

Although the Commissioner is powerless to impose 
discount rates himself, he will seek legislative action on 
this subject and will participate directly and vigorously 
in the Interim Committee's work, in the coming legislative 
session, and in the programs offered by Congress and the 
federal administrative agencies. -

With clear authority to establi~h social welfare 
policy, the Legislative Assembly also can monitor all state 
and federal welfare programs and the sources and extent of 
aid given to different groups. Without such overview, as 
independent agencies aid various segments of society, the 
total aid given each group is unknown, and unequal treatment 
of different groups becomes likely. 
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The Commissioner wants relief for the aged and 
poor, regardless of whether that relief takes the form of 
increased cash grants, utility stamps, or some other legis
lative proposal which equitably effects the desired solution. 

Lifeline Rates 

Some proposals advan~ed in this investigation 
would not require the Commissioner to discriminate on the 
basis of age or income. The~major proposal of this nature 
was the lifeline rate advanced by Legal Aid. 

A "lifeline" rate provides all residential customers, 
whethe~ poor or rich, with a minimum amount of energy at a low 
uniform rate. In theory, it assures all customers the ability 
to obtain essential energy services at low cost. Revenues lost 
by lowering the cost of the lifeline amount are rec·overed by 
increasing the cost per unit of energy consumed by other cus
tomers in excess of the minimum amount. Some lifeline pro
posc1ls also require commercial and industrial customers to 
pay increased rates which contribute to recovery of the lost 
lifeline revenues. 

However, Legal Aid did not support its lifeline 
proposar solely because it thought it would benefit the 
poor and elderly. Legal Aid asserts its lifeline proposal 
is cost justified and more properly reflects correct pricing 
than the utility rate schedules now in effect. 

Legal Aid's proposal includes seasonal rates, 
higher in winter than in summer. It reduces customer minimum 
charges and increases the cost of energy used in the highest 
quantity block (the tail block}, to 100 per cent of Long Run 
Incremental Costs, [LRIC]. 8 The ultimate is a severely in
verted average unit cost schedule which charges full LRIC 
for all tail block use. 

It must be repeated that Legal Aid's lifeline 
proposal was designed to encourage conservation, not to bene
fit any particular customer class. Legal Aid supports this 
lifeline rate because Legal Aid believes it will serve the 
interests of the poor and the elderly by providing low users 
of energy with reduced rates. 

Opponents to Legal Aid's lifeline proposal contend 
the evidence shows it would not necessarily benefit the poor 
or elderly, but might in fact raise their rates. The Utilities 
and the Staff dispute Legal Aid's methodology in assigning 
LRIC to electric tail block rates and in its treatment of 
customer costs. The Utilities ana tl1c Staff contend Legal 
Aid's proposal is inapplicable to Oregon's natural gas 
industry and, as to Oregon's electric utilities, would not 
enhance conservation efforts. 
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The Hearings Examiner found these objections valid 
and proposed the Commissioner reject Legal A.id's lifeline 
proposal as inequitable and ill-advisca. 

The lifeline proposal docs not offer help to the 
poor and elderly. Reduced rutcs for s111i1ll users and in
creased rates for large use~s will benefit the poor and 
elderly only if they, as a class, use less energy than other 
customers. The evidence presented in this proceeding did 
not support this contention. 

Legal Aid assumes a high correlation between low 
income and low energy consumption. This contention, however, 
is based upon average use by income class. It does not con
sider the substantial discrepancies in energy use by indi
vidual low-income persons. This high correlation also is 

disputed by studies in t~e record 9 and in the published 
literature which establish high correlation between family 
size and energy use but not between energy consumption and 
income class. 

Oregon's heritage of low-cost hydroelectric power 
has led to heavy reliance on electric appliances to meet 
essential needs of both poor and average income groups. 
Substantial numbers of utility customers in all income 
groups us~ electricity for cooking, water heating, and space 
heating. According to one exhibit (Ex. 28), 17 per cent of 
PGE's welfare customers heat their homes with electricity. 
These welfare customers use 43 per cent more energy than the 
system average of all PGE customers. Based upon l970 census 
data, 71.6 per cent of low-income Oregon households use 
electricity for water heating, and 24.4 per cent use elec
tricity for space heating. 24.9 per cent of elderly families 
pay their own electric bi.11s and use electricity for space 
heating. 

Dr. Joseph Pace, Vice President of National 
Economic Research Associates, testified for Pacific Power & 
Light Company in opposition to Dr. Coyle's lifeline pro
posal. He presented persuasive testimony that a substantial 
number of low income persons use enough energy to place 
themselves in the middle or upper usagP blocks in Oregon. 
Dr. Pace's testimony and exhibit (Ex.22) make clear that the 
poor cannot be identified by the amount of energy they 
.consume, and that Legal Aid's lifeline proposal does not 
offer meaningful uid to Oregon's poor and needy. 

9Lawrence Pinson, a consulting economist, testified on behalf 
of OCFEUR. He described a 1973 study of Seattle City Light's 
residential customers which found only a .65 correlation 
between income level and energy consumed. Floyd Keller, 
Conunercial Manaqcr of Clark Cow1ty PUD, estimated 2 0 to . 4 0 
per cent of the-poor would not benefit from Legal Aid's 
lifeline proposal. 
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'l'he Commissioner concludes that, although Legal 
Aid's lifeline proposal would reduce rates to every low 
income customer who uses little energy, it would do so at 
the expense of equally needy persons who must use more than 
minimum amounts of energy. This investigation should not 
help some of the needy at the expense of others equally in 
need. , - -~ 

Legal ~id's proposal rests on two premises. 
First~ customer charges, as typically imposed, are too high 
and include cost components not properly applicable to 
individual residential customers. Second, full incremental 
pricing should apply at the highest usage level of all cus
tomer classes so as to communicate. to all customers the 
expected future cost of energy. Only thus can the public 
make economic plans for the future. Because full incremental 
costing for all energy sold would produce excess profits, 
Dr. Coyle reduces the unit cost of earlier consumption 
levels, includinq the customer charge, according to the rule 
of inverse elasticity. The ultimate schedule is a severely 
inverted average unit cost schedule which charges full LRIC 
for all tail block use. 

In his early testimony, Dr. Coyle and Legal Aid 
seemed unaware that the Commissioner already had adopted 
LRIC as the relevant economic method by which to set prices. 
They also seemed not to realize the Commissioner already had 
directed Oregon's major electric and gas utilities away from 
declining block price schedules. Their belief that Oregon's 
energy utilities still promote energy usage is totally 
incorrect. Since the energy crisis began, Oregon's energy 
utilities vigorously have encouraged customer conservation. 

Legal Aid's proposal might be relevant and inno
vative for a state which still maintains declining block 
rate schedules, load growth promotion, and uneconomic rate 
structures which do not reflect the rising cost of electrical 
energy. However, the basic theoretical assumptions on which 
Legal Aid based its lifeline proposal already control utility 
rates in Oregon. 

Certain aspects of Legal Aid's LRIC lifeline rate 
differ from the LRIC rates which the Commissioner already 
has adopted. Legal Aid believes electric utility rate 
structures should be further inverted by reducing customer 
charges and applying LRIC principles only to the tail block. 
The Staff and the Utilities contend present customer costs 
are more accurate than those in Dr. Coylc's proposal and 
that it is more appropriate to apply incremental pricing 
to broader usage levels than the tail blocks alone. 

The proper customer charge for residential cus
tomers of Oregon's major electric utilities has been con
si~ered in past hearings. Legal Aid's proposed reduction 
results from adjustments to pre~: ·nt cost allocation methods 
and because all prices including customer charges are 
reduced so as to offset the excess revenues which would 
otherwise flow from full LRIC charged at the tail block. 

" .. 
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There was not sufficient evidence to indicate 
present treatment of distribution sy·stem costs, industrial 
customer costs and other factors should be changed by this 
investigation. These matters were discussed at length in 
the record and the briefs, and the Commissioner finds the 
record in this proceeding does not present sufficient evi
dence to justify recornputation of the customer charge for 
each electric utility. However, they will be examined 
closely in future individual rate cases. If evidence 
justifies reduction in customer charges for residential 
customers, such reductions will be ordered. 

The Commissioner also rejects Dr. Coyle's proposal 
to impose full incremental costs in the tail block of all 
customer schedules. The proposal rests primarily on the 
assumption today's load growth occurs at the tail block as 
present customers increase their usage. This is incorrect. 
The evidence showed very significant load growth occurs as 
new customers appear and other customers increase usage below 
taii block levels. Dr. Coyle's proposal would present an 
inappropriate economic message at all consumption levels 
other than the highest, and would provide incentive for 
increased consumption rather tha_n conservation. 

Full incremental pricing clearly encourages con
servation, above the tail block level. This may be true 
particularly for residential space-heating customers who 
would be encouraged to shift from electricity to fuel oil 
and natural gas for heating. Today's natural gas and fuel 
oil shortage weakens any rate proposal which would increase 
consumption of fuels likely to be in short supply. 

The evidence shows that the present LRIC-based 
rate structures offered by Oregon's major electric utilities 
are more economically appropriate than Legal Aid's proposal. 
Present rates spread incremental costs properly to all usage 
levels and thus distort rc~ource ollocation less than would 
Dr. Coyle 1 s proposal.' 

Dr. Coyle designed Legal Aid's lifeline proposal 
for application to electric utilities. Yet Legal Aid pro
posed to apply this proposal to gas utilities also. The 
record shows neither Legal Aid nor Dr. Coyle were familiar 
with the peculi~ritics of the Pacific Northwest's gas 
situation. 

Legal Aid's proposal to raise the cost of gas for 
industrial use b~ increasing interruptible gas costs to the 
level of firm gas ~osts also is inappropric1te as it would 
not reflect, in uny manner, the lower quality of service 
provided interruptible gos customers. 
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Incremental costs of the g~s indu5try generally, 
and particularly of the Pacific Northwest's distribution 
companies, are not related to production costs, but pri
marily to world-wide commodity costs of fuel oil and non
regulated natural gas. Costs primarily depend not on con
s~rvation but on the Canadians' ~rice for gas at the border. 

Legal Aid and its experts understandably concen
traded on electric rates and seem to propose changes in gas 
rates almost as an afterthought, without regard to the 
nature of Oregon 1 s gas supply. On this basis, it would be 
inappropriate to make any changes in Oregon's gas rate 
schedules based upon Legal Aid's proposal . 

. Legal Aid's lifeline proposal will not be adopted 
in this proceeding. The Commissioner finds insufficient 
evidence lifeline rates would benefit the poor and elderly. 
As a proposal to change Oregon's gas utilities' .rates on 
economic grounds, the proposal has no relevance and is 
inappopriate. As a proposal to change Oregon's electric 
utilities' rates, Legal Aid's proposal is not wholly without 
merit. Much that Legal Aid proposes has already been adopted, 
but.further investigation and possible implementation of 
some aspects, as proposed, will be reserved for future 
individual. rate cases. 
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OREGON 

Furnished to NARUC by the. Public Utility Commissioner of Oregon: 
Report to Francis J. Ivancie, Commissioner of Public Utilities, 
City of Portland on 11 Residential Consumption of Electricity in 
Portland, Oregon and Lifeline Electric Rates;" by Morton Pa2,lin 
and Giles H. Burgess. 

Summary 

In order to evaluate a lifeline rate proposal the authors 
analyzed the socio-economic characteristics of residential elec~ 
tricity consumption in Portland, Oregon. The average electricity 
consumption in Portland is 1200 Kwhs per household, with a wide 
variation. 

A random sample of more than 6,000 PGE residential customers 
was selected to estimate the average household consumption repre
sentative of each census tract in the city. For 101 census tracts 
the model was used to estimate the relationship of electricity 
consumption to a number of variables. A linear relationship was 
investigated using least squares regression. 

The equation examined was: 

E denotes the household electricity consumption in kilowatt hours 
in an average month. 

C is the "degree of dependence" upon electricity for cooking 
(variables may take on values of either O or 100 percent for any 
single household, but may take on any value within that range as 
the household average for €ach census tract observation). 

His the "degree of dependence 11 upon electricity for heating (vari
able is defined in the same fashion as C). 

Y is the family income (median income issued to measure the house
hold average for each census tract). 

Fis the family size (average family size is used as the basis 
for each census tract observation). 

Sis the propensity to occupy single family dwelling units (variable 
may take on values of either O or 100\ for any sinclc household, 
but may take on any value within that range as the household avet'age 
for each census tract observation). 

The study was based upon cross sectional data reported in the 
1970 U.S. Census of Population. Census units containing 1200 to 
1500 households located in compact, contir;uous areas within major 
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census divisions and reflecting a high degree of homogeneity in 
their composition with respect to income, housing, and population 
chara.cteristics were use:d. Variul>lcs C,H,Y,F, and S were obtained 
from the 1970 Census. The dependent variable, electricity con-

1sumption or E, was independently estimated for each of the census 
tracts by means of a rundom sample on the 1971 residential billings 
of customers served by Portland General Electric. 

THE RESULTS 

The coefficients of Equation 1 were estimated by ordinary least 
squares regress j on procedu:cs .· Tt1e re~;u 1 ts of the regress ion are re
ported in summary as Equation 2 below: 

E ==--220.225 + 4.449C + 4.404H + 0.0lSY + 191.385F + 3.864S 
(1.637) (2.188) (1.519) (2.295) (3.187) 

Figures in parcntl1csis :1.re t-ratios. 

The analysis of variance is reported in Table 6. The regression is 
statistically signjficant at the 99.9 percent level of confidenee 
and reveals that R2 = .G02, i.e. 60.2 percent of the variation, in 
average monthly household electric consumption is accounted for by 
the explanatory variables in the regression. The sample means and 
standard deviations of the six variables for the cross-section are 
shown in Table 5. 

TABLE 5. SA~IPLE :,rEANS AND STANDl\nD DE\'I!i.TIO;;s ron THE 
SA:-U"JLE OF 101 CE?\SUS TRACTS IN THE CITY OF PORTLAND. 

\'aria'tJlc ~lean Stan(hrd Deviation -----

E 10S9.75 297.73 

C 84.44 12.11 

JI lG.32 11.24 -: 

y 7463.83 2571.14 

F 2.37 0.34 

s 71. 75 25.77 
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TABLE 6. ANALYSIS OF VARIANCE OF THE H.EGHESS ION. 

.Mean 

I 

t 

Source Degrees of Freedom Sum of Squares Squares 

Regression 

Residual 

Total 

5 

95 

100 

5,340,203.01 1,068,040.50 

~,S23,900.51 37,093.69 

8,864,104.02* .. 
F-ratio = 28.79 

*Contains rounding error. 

FINDlNGS 

We have found that the lifeline rate proposal would fail to 
achieve its major purpose of providing rate relief to low and fixed 
income families. It has been the assumption of the advocates of 
lifeline rates that the rates would help low income electricity users. 
However, we find that many low income persons would, in fact, pay 
significantly higher electric bills because of their relative de
pendence upon electricity for such uses as home heating, while many 
high income persons would r~ccivc a subsidy due to their relatively 
low dependence upon electricity. 

The establishment of electric rates in t11is manner - to levy 
taxes and to provide subsidies - would, in effect, produce an unfair 
and regressive tax on consumption. Those families-with the least 
ability to pay (that segment of the population who are low-middle 
and middle income families and who arc heavy users of electricity) 
would be required to bear the largest relative burden of the shift 
in the rate schedule. 

In the remaining sections of this report, we present the 
fo11ow:in 6 : 

.... 
1. Our study of the relationship between residential electri

city consumption and five important socio-economic factors 
that "cxpJa:i.n" it, 

2. Our analysis of the lifeline rate proposal using the in
. formation generated in our study, and 

3. The supporting data and analysis used in our study which 
appears as an appendix. 

-" fl 
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APPLICATIONS OF TifE ANALYSIS TO TJIE LI1'1~LlNE HATE PHOPOSAL 

The lifeline rate proposal has as its main purpose a shift of 

I 
benefits to lo,: income households by a 2~ pcr~c~t reduction. in the 
rate for the first 800 kwhs of monthly clcctr1c1ty consumption to 
all residential customers, and an increase in the rates for higher 
consumption blocks. 

I 

Under the existing rate structure, there is a $3.85 minimum 
charge for the first 50 kwhs of electricity consumption with an in
cremental charge of l.251~ per kwh up to 900 kwhs pe.r month. A 
rate of l.837~ per kwh is charged for all consumption aLove 900 kwhs. 
In the lifeline rate proposal considered in this paper, the charges 
for the first 50 kwhs would fall to $2.89 and the incremental charge 
from 50 to 800 ]nvhs would be set at $. 91 per J;:wh. Th is charge in
creases to 1. 86~ from 800 to 900 k-\vhs and reaches a top rate of 2. 7 4C: 
per kwh for consumption blocks above tJ10 900 l:wh monthly level.· Un
der this proposed lifeline rate, with the present pattern of residen
tial consumption, the revenue losses in the lower brackets would be 
offset by gains in the higher consumption brackets, leaving total 
revenues unchanged. Hence, no outside subsidy from other classes of 
users would be required to implement the· proposal. 

The efficiency and equity of the lifeline rate scheme depends 
upon the extent to which elect1"ic power consumption is reJa ted to in
come. Insofar as other factors such as electric heating and cooking, 
type ·of living unit and family size markedly affect electric usage, 
lifeline rate schemsare comparable to highly inequitable tax and 
transfer measures in which many recipients of the transfer are unin
tended beneficiaries while many other.families are unintentionally 
taxed with higher rates. 

The results of our statistical analysis reveal the source of 
probable inefficiencies and inequities contained in the lifeline rate 
proposal: (1) Our multiple regression analysis shows that income is 
the weakest of the five independent varL1hlcs in determining c}cctri
city consumption. This means that family size, type of cooking and 
heating trnits, and type of rcsidcnce are far more s:ignifica.nt in de
termining the amount of electricity used than is family income. Yet 
few persons would argue that families shou)d be subsjd:ized or taxed 
with higher rates s ir:1p ly because they 1 i vc in a par trnen ts or houses 
which 11se electricity for cooking and heating rather than other ener
gy !:50urces. (2) The study indic1tes tl1:1t there is almost no correla
tion l1ctween electric heating and income in the Portland area. This 
is indicated by the low correlation coefficient between electric 
heat:in1c!" and income which is estim:1ted to be .0164. (3) Families, 
including many with below median incomes and consuming more than ~he 
average 1200 kwhs per month would, in effect, be taxed with hiGller 
cleclric rates. (-1) There would also be many unintended l.Jcnefici
arics. Typic::illy, these would be small families with above average 

t
incomes who reside in homes or apart.men ts served by natural gas -;u1d/or 
oil as the main energy source. 
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RHODE ISLAND 

Excerpt from the testimony of John W. Wilson before the Public 
Utilities Commission of Rhode Island, Blackstone Valley Electric 
Company, Docket No. 1185. 

Q. ELECTRICITY RATE STRUCTURE INVERSION HAS ALSO BEEN 
PROPOSED AS A HEANS OF D-1PROVING INCOH.S DIS'I'RIDUTION. 
ARE AHGUHENTS OF THAT TYPE ECONm•lICl\LLY 1-::ERITORIOUS? 

A. They are, to the extent that present rates are out 
of line with actual costs and tend to favor high income 
groups. A regressive situation of that type would be 
~conomically unjustifiable and socially objectionable 
as well. However, the besic observation that large 
velum~ users obtain .service at J.ower average nnit costs 
thcm small volume users does not ne8essarily prove that 
regressive income redistribution is taking place. As I 
have indicated previousiy, thc:r-2 are some eco;-:orn:i.es of 
scale inherent in off-peak increased consumption by on
line customers, and apparently discriminatory rates ~ay 
merely be a reflection of that cost phenomenon. In 
general, it can be argu2d that income redistribution 
objectives should be pursued more directly and, that aside, 
U1ere are reasons to believe that this social objective 
would not necessarily follow from rate inversion. 

To the extent that substantial rate inve~sion provides 
an economic incentive tor large volume users whose 
demands were relatively- more price elastic, ta turn to 
energy alternatives in order to avoid paying premium tail 
block r~t~s.for electric power service, their demands 
would diminish and so micht overall economies on the 
s~stcm as a whole. As a result, average.unit costs would 
rise. To the extent that current incremental rates 
e:<ceed the marginal or "out-of pocket 11 costs of service, 
discouragement of large volume off-peak loads such as 
water and space heating by rate inverstion would reduce 
·the revenues available for coverinq fixed costs. Small 
<!ppliance u.nd ligh-:.ing custor;-icrs, .;,hose dc,nancis arc 
comparatively inel~stic, even in the long run because 
there is li ttl2 opport u:1i ty to substitute other fuels., 
would then be burdened with u larger share of cup:i.tal 
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costs, including fixed charges for pcrio<ls when 
generating facilities were undcr-utilitizcd. 
Secondly, to the extent. that inverted rc1te structure 
proposals transcend the residential customer class, 
certain industrial and co:r • .mcrcial clectr ici ty ex
penditures could rise substantjally. There can be 
little doubt that the bulk of these higher production 
costs would be tranlated into higher prices for 
products and services. Thus, to the extent that low 
income groups spend a relatively larger percentage of 
their incomes on immedia~e consumption n0eds, the 
ultimate impact would b~ similar to that of a regressive 
sales ta~. Ironically, the burden of inversion could 
fall more heavily on those consumers who are supposedly 
to benefit from the rate design change. 

A final criticism of rate inversion, as a means of 
improving income distribution, depends on a broader 
view of b.rnerican political economy. Income maintenance 
programs such as social security, uriemployment compensa
tion, progressive incomG taxes and direct income support 
pay~ents are generally accepted as a necessary exception 
to a pure market economy. The desig~ of eoch of these 
programs focused on-the p~i~3ry intended ~£feet: income 
distribution. Not ignoring the possible shortco:i1ings 
of specific prograrris, these measures 2re cxplici t means 
designed to improve the lives of those citizens who 
require such·assistancc. It is a similar intention which 
has lead some to advocate rat2 structu~e inversion as a 
means of accoi7!plishi:-ig income redistribution objectives, 
but the practical disadvantages of this approach are 
important and should be considered. The problems of 
regulation would be greatly compounded. Under current 
regulatory requirements rate design must not be unduly 
or unjustly discriminatory nor detached from the cost of 
~e~vice. Inversion, ho~evcr, would diverge from the cost 
O f- c•nr-vJ.° C'"" -.-~inc~ o 1 8 ,· ... c""''"'O {·rans-r-e.,.... proo·r:-.r,c:- arr::, -- .,>\.:"- - J:"..L.- - ..1.._ - •, .,._i,;. .'-.,/J,:_ \- .L · ..i... _, ~U,l-> _1._- CJ. 

separate consideration requiring social and political 
judgment as well as economic analysis. Using rate design 
cs c:t iT12ans of al~.:.2r5.ng i~conc dir.;tr::bution \'10'.lld rcIT'.cve 
inc:>r:ies policy frora the social 2.ncl political fau.:'1 \:here 
tht::se c1e·c.crmir,ations 2.r2 propu:ly 1~ac1c, and \,here ir~corr,2 re
distribution decisions can be made independent of electric 
utility rate structures which should be requiro:1 to play 
their proper role of resource allocation. 
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. 
Q. 

A. 

ARE LIFELINE RATES AS ESTJ\BLIS!IED FOR EXAflPLE BY A 
LEGISLATIVE J\CTION, J\ DIFFERENT HATTER 'flIAN RATE STRUC
~'URE INVERSIO~? 

Yes; that is a different matter for several reasons. 
First where legislatures have dctennined that lifeline 
rates arc necessary, the income redistribution decision 
has obviously been made in a proper political and 
social forum. Second, lifeline rat~s ~pply to only a 
small and defined segment of total electric power demand, 
and leave basic rate structure determinations with respect 
to the great bulk of pm·ier sale to be determined on the 
basis of cost responsibility relationships. 

Q. CAl~ YOU GIVE SOME EY .. AHPLES OF LIFELIHE RATES? 

A. Only California and 1•1aine have est2blished forr;,_c1l lifeline 
rates. The California decision required action by the 
State legislature \·li th the signature by the Governor and 
subsequently an order by the PUC. Starting on January 1 
1976, the lifeline rate goes into ~ffcct: 

Under the regulation order, 2~y increase in 
rates is prohibited f o:;__· cu::.~to;-012rs less than 
75 therms of 92s 2.nd 300 to 500 kilo·.:21tt hours of 
electricity per rncmth I depending l]l)On clir:1c1te 1 

location and the availabilLty of alternative 
fuels. 

All future rate increases are to be applied 
to customers above this 2m~w1t until the 
average rate charge to nll customers is 25% 
higher thnn that being paid £or the Lasic 
amolm ts. 'Vihen that point is reached, the 
basic lifeline rates may be increased as 
long ,;_s the 25% d.L ... f£eren'.:.i:~.l is i.nc1ir~i.:c::.ined. 

The State of l-lc1ine has a lifeline rate for senior citizens, 
based on. ir:coi:-:G. 

Q. bRB 'l.';;:sI~2 OTI{:::'!: !·7AYS II-J W:IICI LI::•::;r,1~,;i;;; F!i\'1':::S C:'.t~ DE.: ESTJ>..B
LISHl:D? 

A. Yes;' it is possible for quc1si-lifclinc rates to be estab
lisl1ed im~licitly without action by legislative authorities. 
For cxc:i!nple, in the latest r:itc increase 9ro.ntcc1 to U-12 
Potoma.c Elcctr-ic Pm:cr Co~pZlny by the District of Columbia 
Com:.1is.sion, r.::;tcs w~r•2 ·r2iscci .for- all clci!:-;scs of cust.m:1crs 
except residential users Uildcr i!S0 kilo\·io.tt hours per ;1,onth
Thc initial imp~ct of this··type of procedure is to flatten 
ra~cs, but if the process is repeated sufficiently in 
subsequent Commission decisions, r~tes would ulti~o.tcly be 
inverted. 
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A. 

WHAT IS 'l'HE PUfU'OSE OP LJFELI:t~E ni".TES IU THOSE JURIS
DICTIONS \·HIERE THEY HAVE BEEN INSTITUTED? 

Th;·primnry purpose, of course, is to prevent 
or moderate eco:iorni c hardsl1ips for low income consumers 
with rclati vely small power dcrn,:mc1s who cannot really reduce 
consumption in response to hi9her rates without incurring 
serious ha.rdships. In c:iddi tion, other purposes have 
also been stated. For example, the .California Commission 
indicated that lifeline rates were not only supposed to 
prevent undue econofilic hardship, but that:. they were also 
useful in the promotion of fuel conservati6n and in the 
interest of n<lucing pollution from excess utility growth 
and expansion? 

Q. ARE THESE ADDITIONAL REASONS VALID? 

A. The additional purposes mE!y be meritorious bu-t. ,-1hether 
or not lifeline rates will actually achieve those ends 
is questionable. Lower rates to low income consumers 
must, of course, be offset by higher rates to other users 
in order for the utility company to attc:in its overall 
revenue requirement. Total eleci::.cic po,1cr der.:and \·1ill 

. be less under '!:his 2.rrc1ngern2nt only to the e;:-!:cnt -thQt 
price elasticity is greater for those users whose bills 
are increased than it is for those users whose bills arc 
reduced. 

Q. ARE THERE OTHER POTENTii\L P:R03LEMS THAT SHOULD BE CONSIDER.FT 
IN DESIGNING AND IMPLEM.I:NTI>lG LIFELH~E R~TES? 

A. Yes. If lifeline rates are to fulfill their basic purpose 
there should be some rnecho.nism to 2.ssur2 that they apply 
only to those consw::ers requiring incom2 ass isL:rn C'2. 

Simple rules based upon kilo~vatt ho1..~rs consur.ied per month 
are at be~,t a rough 2.~µro::imetticf! to ·th.is objecti vc, and 
J..·n so.,..-:. i·n~,,.---, .... ,,...)s 1·.,,..-1 ..... -·o a.-- - -- .J__ •...._ ~-,or r.,•:")1-nlc i·,.., ···~ ,.:.:>Lc.:.,.·~-c.. .lc...i !,.J-.:; C...:,;1.-1:u.:.y L01..L... r. -:. .. c.:. .. __ , Cl 

some cities low income consumers have recently been housed 
in public projects that are e~uipped with all electric 
--pp)1.'"'-('Cc- i·~ __ ... _ ... ~ ..... ,,r r..:.""r •. , .... -.; ...... ,......, ......... ,. :."),-.-·:: g ... ,.-"\C'\re .t..},-,J..-
(.4 . - u.,\ . "' -· '- •• 1... .... -~ J.:., - -'- ~- - ,._-'- - C "'-' .:.:-' ( 'C.... • • (.' ..... - ..! !1 • \. I. - .,_ L • C.· . .... 

·is Lhe co.sc cT;0. ::, }:iJ.C..•-':Cc.t. h-::)U:...- rule .i.~:; acilwred to these 
·1ow incorn2 cons~~ers wouiJ actually be on the subsidizing 
end rather being su~sidized. In addition, in many areas 
10\v income residents often live in. ove:::cro.-1 ded Cl\•1~lling 
units where a considerably larger nur.i.bcr of people than 
average arc served off a single electric utility meter. 
Conversely, co~paratively wcl~off apartment dwellers who 
use srni:ill quantities o.f electricity could nevertheless be 
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subsidized by lifeline rates. Thus for exc:imple, it can 
be argued thilt lifeline rates if established on the basis 
of kilowatt hours per month, may benefit c:ipartment dwellers 
most, and childless couples or small families and p~ovide 
little or few benefits to some needy individuals· for whom 
they were intended. 

Q. l'711AT ALTERNATIVES ARE SUGGESTED TO THE CONCEPT OF LIFELINE 
RATES? 

A. The most frequent argur.icnt that is made is that taxpayers, 
not ratepayi::!rs, should subsidize lew income households 
burdened by high energy costs where that is required. 
For example, this r.iight be c1ccomplished by an "energy 
stamp prcgr2r.." similar to the food stomp program. ~Che 
objective might also be accomplished through higher Helfare 
payrnents or inc:r-ec:1sed social socuri ty benefits. The major 
difficulty with these alternative solutions, when they 
are contemplated as alternatives within.the regulatory 
context, is that they arc m.:1ttcr[_; beyond the discretionary 
control of public utility r8gulatory corrunissions. 

Q.. .AT'-£ THERE GOODS AND SEI-~\iICES- IN OUR ECONOMY THAT P.RE PRICED 
ON A BASIS OT1-n=~ '1.'I-L':.;J CC:S'l' \·;JiICH o:-m IUGE'l' :POH~T TO _71_S ]\ 
JUSTIFICATIO~,J FOR LIE'.SLI:JE OR O'l':IER NON-COST ORIENTED 
UTILITY RATE S'i'RUC?U~S 7· 

A. 

• 

... 

Yes; there are. For example, educaticin is considered a 
11 merit 11 ~10od and it is heavily subsidized ·by society. Very 
fpw people have advocated pricing education at the ''cost of 
service 11

• Ot.her products, such as iiquor and tobacco are 
sometimes considered as lc1.c}:in<J social merit, and on th2.t 
ba.sis they ha.v2 been hct,vily t2.::cd in an cf.fort to reduce 
consumption. A pertinent question with respect to lifeline 
rates is whether electricitv service is a merit aoad com-- ~ 

parable to ed\lcatic~. Jt .. wo1.1ld scE:Ja that that argument 
coul('l_ be :,10C2. :c~cr in~:t~:--!c2, i:.110 co"i.1.rt..s h2o.ve defined 
electric utili "!:y servic2 as being 2ffect€:!d ~-,i th the public 
intcrcst 1 2r:~ legisl~tl!r<.?s 2s \-:elJ. as utility commissions 
hc,VC vie\-,o(! ~lec·::2.·i.::;:i.·::.v c:~; b2i!,0 so imDo;:-i::2.nt that ut:ili tv ... _, - -
com:)2:niE!s ::;L,.'.)•.2lc. r:.c;t. he allm·:od -to co ba.nkrupt or cQase 

~ -
ope2.·,u.).on.s. Ii eJ.c.::t:i..·.:.ci ty is ir.•portc::.nt, then pe:.ch21ps it 
shoulc1 be s~bsidizea by lifeline rates so that no one is 
deprived of an essential commodity. In short, if el~ctric 
po~er can be equated with food, education, and health care, 
thi!rc a::::e .strong sc~ial argun2nts "in behalf of lifeline rate: 
' 

204 



I 

I 

t-

Q. 

A. 

... 

. ' 
t 

Of course, if a c1oci s j on is macJc to sub~;idi ze electric energy 
conswnption by lo~ income groups it is still possible that 
an energy stamp progra!n or so1;12 other rno.:-.ms of implementa
tion c1s might be dctcnr.inoc1 by Jcgislativc uuthoritics 
,.,ould be superior to Com,.1iss;ion irnpo~;ed lifeline rates. 
1'1oreover, if lifeline rates 2.re selected as a p:i..-cfcrablc 
method of subsidizing low income consun!ers, coramisions 
must still face the difficult tnsk of designing plans so 
as to assure that those requiring such subsidies indeed 
receive them, and those consumers who <lo not rcqnirc public 
income support do not qualify. 

In any event an initial step whj ch might be ta}~cn by this 
Commission \·Jhich \·JOuld be consistent with both the 
general philosophy of lifeline rates as well as over
riding cost consieerations is to tilt any r2tc increases 
that are granted away from the initial blocks in each rate 
category. That will result in a general flattening of 
rates which would imply smc1.lle:r increases for srnall volume 
customers c.1s \\-ell as a r:Iove;ncnt in the di:cection of a 
uniform energ·y charge wr1ich W)uld be justified on th2 basis 
of pure_ marginal cost ccnsider~tions. 

DOES 'l'HIS CONCLUDE YOUR P}:;__z?AFJ.-:D TI.:STI2-'10"i,JY? 

Yes, it does. 

... 
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wEST VIRGINIA 

"Rate Systems Based Upon Ability or Willingncsr3 to Pay" 

"This part of our report will discuss briefly the following 
specifics: the 'lifeline service rate system', 'rates based on 
price elasticity', 'rates based on smu.ll or large quantity ·users 
of electricity', and 'energy stamps'. These matters are grouped 
together because they have an element of discrimination which may 
favor a subdivision of a broader class of customers~ They involve 
admitted discrimination for part of a customer class based upon 
certain customer's inability or unwillinnness to purchase their 
usual electricity load without a rate preference. 

"For example, 'lifeline rates' assume that the low users are 
also the economically disadvantaged, who require an admitted subsidy 
from other customers of the utility. The accompanying staff report 
shows in clear terms based upon factual data that both the tax
subsidized poor and others in West Virginia are within common usage 
ranges. It shows that any 'lifeline 1 ( low first block) rate will 
afford the same benefit to many moderate and middle income customers 
as it does to the tax-subsidized poor. 

"If the temptation exists to help by lifeline rates all low 
users, whether or not they are low income citizens, there are still 
other objections. As previously stated, a rate discrimination 
favoring one group of customers will adversely affect other groups 
of customers, whether they be other residential customers, other 
industrial customers or all other customers. If the lifeline 
billing determinent is set too low, there will be little, if any, 
aid to many low users. If they are set high enough to be of any 
significant benefit to low users, the shift in rate burden to other 
customers will be substantial to them. To the customers who have 
to pay more because of the impact of lifeline rates, it will be 
just as if the utility was given a rate increase 'across the board' 
because of an increase in total costs. If this is not so, the 
utility would be forced to absorb the loss of revenue. Since your 
Public Service Cow~ission has attempted or is attempting to set the 
retail rates of each West Virginia electric utility at the lowest 
possible reasonable level of revenue requirements necessary for it 
to adequately serve its customers, we believe it would be an in
justice if the electric utility was made to absorb this loss and 
may amount to confiscation." 
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Rate Department 
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i1 rc:Jident C.uter ha'J c:illed the energy crisis "the mor.11 equivalent 
of war". •,~hecher or not enc agrees with the President's assessment of 
the situation or his energy program, nearly all agree chat the energy 
crisis is a collection of extremely complex technical and social problems. 
I;1i.s paper will deal with one of these problems: What kind of social 
policy will best help alleviate c~e burden rapidly rising energy 
prices have pl~ced upon chose living on lo~ or fixed incomes? Many 
proposals deali:lg with this problem have been debated in the }!innesoca 
legislature, but co date no unified social policy has emerged. Proposals 
have fallen into c~o general categories: 1.) Price administration 
through restructuring the electric utility race cable (che so-called 
"U.feline rate" plan) and 2.) Some for:n of cax relief or income supple
~entacicn through the state taxes. An example of the latter cype of 
propos:il is the bill proposed by Minnesota Public Service Commissioner 
K.1therin.e Sasseville. This ace would set aside annually up co S20 oillion 
from the s~les taxes on sales of electricity, natural gas and ocher 
fuels. This ::ioney wculd the:1 be rediscriouted in lump sura payments 
co c~ose ~eeting incor.e requirl!l!lents. !n chis study both types of 
progra~s will be discussed. 

First we shall examine the arguments for lifeline proposals. Lifeline 
supporters argue that electricity is one of life's necessities and chere 
~s some quantifiable ::iinimum amount necessary co sustain life. 
They also contend that the lot.1 i:lccme consumers are by necessity 
among the sr::alles t user'J of electricity. "Li£ eliners II conclude cha c 
selling a ''subsistence" amounc of electricity (typically 300-500 
:,Jin per oonch) at reduced races will insure chat lov income families 
will be able co aiford the :ninimum necessary amounts. By requiring 
chat k'.~n consumed above the lifeline level be sold at a higher rate, 
lifeline propon8nts contend chat higher income consumers -:..rill :nake up 
the revenues lost on the l.:feline sales and will be encouraged co 
conserve energy. 

Upon closer ~xaminacion of the technical details of lifeline rates, we 
shall see thac lifeline legislation will not promote conservation and 
will not benefit all low income fa.:iilies. Before a deeper analysis of 
these technical details is done, it should be pointed out that che 
basic ?remise behind lifeline races is in error (i.e., ~here is a 
quanti:::..3ble ::iini::ium necessary amount of electricity). hnile energy 
is a necessity of life, electricity is just one of its for.:is. No c~o 
consu:r:ers need or usa the same amount of electricity, so it is nearly 
bpossible co quantify the ~inimum necessary amount. wnac would be 
sufficient for a custcoer ·..rich a gas water heater would be insufficient 
for a c;.istomer with an el<1ctric water heater (which average 375 k!\n 
per :::onch). y 

All lifeline proposals, in effecc, require that the li:eline amount of 
electricity be solj below the cost of producing and delivering the 
energy. This is becaus~ residential electric customers are already 
being sold the first feto, hundred kWh' 9 per month at the lovesc possible 
price. ?o~ ~~~aplu, a bill incroduced into c~e ~ionesoca Legislacu=e 
lase year specifically requi:ed chac the lifeline a~ount be sold at as 

1/ ":::e Resideut.:.dl De~nd :or Energy: Estimates of Residenc::..al 
Steeb of E:ner:;y 1:si:1g C.;ipi::al." by D.:ica Resources Inc. January 
1977, Section 4. Page 1. 
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::mch J.S so;; below cost. If che lifeline amount of energy is sold below 
cost, then the race on other sales must be increased co recover the lose 
revenues. As noted before, "lifeliners" are in general agreement with 
:his proposition. What would happen to a customer's monthly bill should 
lifeline races go into efface? Let us assume for the ~oment that the 
lifeline level is sec at 500 kWh per month. All customers would pay 
less per t:.Wh ·on the first 500 kWh and more on additional k\~'h used. 
¼nether one's total monthly bill would be higher or lower under lifeline 
:-ates depends on how ;nuch he uses. This is because after having saved 
on the first 500 kWh, it would take a few hundred more kw'h under the 
penalty race before one's bill is higher under lifeline rates than under 
ordinary races. The monthly usage separating chose whose bills would go 
up after implenentation of lifeline rates from chose whose bills would 
go do'Wtl, che ''break-even point", can be thought or as separating chose 
who gee service below cost from those who pay more than cost for service. 
The "break-even point" is a figure of central iI:J.portance in the consid
eration of any lifeline race plan because it is the division line between 
those who are subsidized and chose who subsidize. Table I shows a 
lifeline race designed to sell the first 500 k\v'h per month at a reduced 
rate. 

TABLE I 

Lifeline Rute 

$3.00 Service C~urge, plus 
3¢ ocr kWh for the firsc 500 k~h 
6C ~er kwh ~or all add1t1onal kWh 

Ordinary Rate 

SJ~oo Service Charge, plus 
4.2C per kWh for ~~e firsc 700 kWh 
J.OC per kWh for Jll additional kWh 

1.{e have attempted to ::iake this rate realistic and typical of lifeline 
races. For comparison ~&L's ordinary residential race (proposed rate 
subject to refund) is also listed. Figure l shows the monthly bill a 
customer would have under both ra-as vs. monthly energy use. 
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It c:m be s,:..::n t:1,1t the break-even po inc is 800 kl~n ;ier monch, so 
everyon,~ ( rc:;ardless of bcc:::e) using above 800 kWh per :non ch subsidizes 
e•1e:-:1or-.e 11sirig below 800 k',,h per r:ionch. ~facurally every lifeline rate 
?lan ~ill ?reduce a different race, but all share the features illustrated 
:1cre. Fi;;c:re 2 shows t.:hac perc~ncaga of customers \.lould benefit under 
lifdi:1e races. 

rl'JUU 1 

Krlt. Co. •••ld•ttti.al Ciat.~r lurrt 0ttttlbuU.011 

T • 'J, <U•W-L v• O'f 'f"O:o• "..;"l.tll 

101 ' . 
I 'W'h' 11::'ll.ntr 

IO 

. "'{ 

•o 

,o 

~ 
\ 

,o ~~ 
I ~ r---
I r---

lQO ,oo coo tooo UCO uoo UCO llCO lOOO 

This grJph shows the ?e:-ceGt~ge of cuscc~crs who use above any given 
mor:::hly ~:',ih level. Ic shown 231; of HP&L' s residential customers use 
:nore cbrn 800 kWh ;ier ::.onth. This leaves 7n of MP&L' s cus cor:iers below 
800 \cJJh pa ::1onch and therefore benefiting under che example lifeline 
r.nes. If t:1t! only purp0se of chis race is co aid low incor:ie customers, 
ic seems to have oissed ics mark because 77~; of MP&L' s residential 
custor:iers do noc !~11 inco che low incoce category. Lacer we shall see 
chat scrne low inccme cuscomers do fall into the 800 ~Wh per month or 
greater g:-oup. In chis ex,.u.:;:ile o.any dollars originally intended. co 
provide relief co low incor.1e households go co subsidizing middle class 
and affluenc custc:::1ers. Aa can be seen from Figure 1, che impact on 
c~ose C"C..sco~ers 1.ho do pay more can be quite severe. (Owners of 
electric.Jlly he:1ted hones could e.'qect an average monc:.ly increase 
of around s:s.oo.) So~e lifeline supporters might argue that 
::his is ,1cc1ally desirible, 'Jecause chose '..ho conserve are rewarded 
~hi:c t~ose who ~J3te a loc of electricity are penalized. This is not 
a sound .Jrguwent. Price elascicicy is the measure of how much a change 
in ;n:!.ce causes ,1 ch.:inge in conslll:lpCion. Due co dif ficulcy in measure
:nenc, no ?recise value for the price elasticity of electricity is knovn. 
1~ is \.;.nc1,n, however, chat for some customers che deoand is relatively 
inelascic (i.e., i~creases in prices do not cause decreases in 
cons:.:i::pcion). E:rn:nples of chi.s r,.,rould be o,;,."Uers of electrically heated 
horaes. Such ind.:>r:.duals can only turn down cheir chenoscacs so much. 
For these icdividuals, lifeline rat8S ~ould artificially cause a 
large jur:ip in prices and 1,;ould conr-:icute discri::linacion oore than an 
incentive co conse:-v~ .. 
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Ic is by ~o ~eans cl~ar chac distortion oi prici~g scruccures encourages 
conser,acion. ~~oy econonists believe chat such distortions accually 
~ork counc~r co the efficient allocacion of resources by preventing 
c~ns~er3 :rom receivi..~g proper price signals. Clearly che 77¾ of 
:f?&L's residential customers who would be able co ~uy electricity 
below cost ~ould noc be encouraged co conse~:e. Further::.ore, chose 
customers using above 800 ~Wh per ~onth are not necessarily ~asting 
elecc=icicy, T~ble 2 shows the resulcs of an ~~&L appliance saturation 
survey. 

TABLE::: Appli~~ce Satur3tion Survey and Customer C~ar3cteristics Data 

~ ot ~P&L customer with air ~cnditioners • lJ\ 

Av~rac;e ;;:ont.hly consumptior. .:or all el~ct.::-ic homes • l iOO kl-lh 

Average consUI:lption for XP&~ rural residential customer3 • aso kWh 

Esti~atcd aver::ice ::,onthlr k\-lh c::,nsurnction for a ::ousehold ·.o1it:.'1 a 
gi ·,en 4 Q f oc::•-,p,rn ts. ( ::xcl ud i:1g air cond tioned and elect::icall y 
hea tee. r.o"1:?S l 

# of Occupants :::st:imated Xonthly kWh 

l 
2 
3 
4 
5 
6 
7 
8 
3 

Customer C~aract~ris~ics 

Avg. # oc::uFants,household 
Avg. \ ~se elect::ic ranges 
Avg. l ~se ~lectric ~ater 

heaters 

280 
,190 
e.ao 
860 

1030 
1190 
1350 
1500 
1650 

Custcmers tisi:1q 
more than SOO kWh/mo:1th 

LS 
88\ 

,\.bove 94 \ 

C~st~mers using ~~ss 
than aoo kWh/~on~h 

2.5 
62\ 

48\ 

Residenc:al cust:~~ers usi~g above 300 ~~11 ?er oonch cena co Jave ~igger 
£ar:iilfos and a. hi 6her perce,:::age of electric ranges and 1..acer heaters 
c:iac cust:-::cers i.:.s:.:13 ':ielow SOO kWh per r::ionch. These customers have 
Jigher ccnsu::ptiou because their appliance mixture is weighted cowards 
che use of electricity (ds opposed co gas) for cooki=g and ~ater heating. 
3~cause of their larger families (hence more cooking, ~acer heating a.nd 
~ashi~g), c~ey arg not li~cly co be able co reduce chei: electricity con

·scr1pcion. ~~duc~~g ai= ~cndi:ioner use is ~robably che only area ~here 
::ur:7 =~s:.d~:1cia.l custoraers could save a si;nificanc amount of elect:-icicy. 
~o,;.;ever, :,,blc 2 shows ::...:1: .:n:ly a:,ouc 13;: 0£ ~&L's residenc:ial customers 
have 3ir ccndicioners. Juu to our climate, they are c.."'½'ecced to have 
r<?l..1ti•:ely :t!w huura of us.i~a. :a southern :!ionesoc.a ·..-here there is 
:nore air condi:ioni:1g, a ;,ricing ?Olic:, :ni~ht have sou;e i::lpact on 
consu:.::pc::..::n. :-;s? :1as i:nple~enced seasonal races which char 6e ~ore . 
;:,e::- ;611 :u:.::.:1g i:::,.e air ccndi::ioni..~g season. 
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Anot'.,er broup of residential customers •.Jith above a·Jerage '"onsumption 
are far::::ers. :fP&L' s rural cuscomt:?rs average 850 k\~n per month so a 
sig:1iiicanc: ·::ur:1ber of far:ncrs could expect higher bills under lifeline 
rates. Far~ers have a high ~onchly consumption because they have 
large ~otor loads (for □acerial handling), refrigeration loads 
(especially dairy far::::ers) and they use electricity for hecicing ani:::als 
and equip.nen:.. In Ver:::ont, fa.n:i'- :s lobbied against lifeline legislation 
bcc3use t~ey recognized c:he effect it would have on their bills. 

So we have.seen it is not crue chat residential customers -wich higher 
consumption are necessarily big wasters. ~!any are far:ners, owners of 
electrically heated hooes, have lar6er families and use electricity for 
cooking or water heating. In Minnesota most electricity is generated 
by coal, nuclear power or hydro power. Penalizing those who use elec
tricity in order co subsidize those who use gas or fuel oil, for example, 
would see□ to be a poor conscrvar:ion policy a-::td contr:iry co our national 
objectives of :r:axizlizing our utilization of less scarce resources. 

Other studies support these conclusions. In a February 1977 study on 
utility race design conducted by che YEA '!:..I, it was concluded chat lifeline 
rates offer no ~ec energy savings, while reducicg the overall fairness of 
electricity races and working counter co the efficient allocation of 
resources. 

Lifeline supporters ;r:ighc argue chat the main purpose of the lifeline 
plan is to ?rovide rate relief co low incooe consunars and any conserva
tion or race equity considerations are secondary. It could be argued 
chac the example race was poorly designed and chat lowering lifeline 
level could re::1cve. ics deficiencies. However, it can be sho1.1t1 chat even 
with the high lifeline level and break-even point, of che exacple race, 
a significant pcrcion of low incoce citizens fail co benefit under 
the li:dine ?lan. In :-iinnesoca 10-15~~ of all low incoce families have 
their elect=ic bill included in their rent. These people are not likely 
co benefit from any lifeline race legislation. The 120 municipal electric 
utilities, serving nearly 200,000 residential customers, do noc have 
their rates regulated by che ~2SC. ~innesoca's 51 rural electric co-ops, 
serving ~50,000 castomers, ~ay be removed from race regulation by the }PSC 
(cerend:~g enc~~ outc~~e of ?ending legislation). Since the Legislature 
will al~ost certainly have to use the Public Service Commission as the 
vehiclt? :o i::nplc.T"Jent che lif el:!.ne legislation, :ill low income customers 
servc~d by ::iunicipals and perhaps all chose served by co-ops will not receive 
any benefit from lifeline legislation. 

2/ "Electric Utility !\.ice Design Proposals" Inceri:n Report by che 
F~der3l !:.neq;y .-\dc1ini.scrnfon. February 1977, Pages 76-iS. 21.2 
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In addit~on, there is a gignificant portion of low income consumers who 
~ould actually pay more under lifeline rates. Figure 3 shows the per
centage of low incooe cu3tomers using more than any given monthly ~fu 
level. 
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This graph was produced frcm an lli'&L customer survey per:or.ned by 
Reichman Research Inc., an independent :narketing research organiza-
tion. This survey, ;rit:1 over 90 low income customers, has a reasonably 
high degree of scaciscic:1.l validity, Ic will be noted that the actual 
incone level cesig~aced as low income is not critical because there is not 
a significant di££erence between the shapes of the $5,000, $8,000 and 
S 10,000 per year. curves. This graph shows that about 12~~ of :1:P&L' s low 
tncome customers use more c:hun 800 kWh per monc:h. These individuals will 
be faced with a peculiar hardship; their electricity bi+ls will go up 
to subsidize ocher cuscoillers, who in many cases actually have higher 
incomes. 

The ex:1nple li:el!..ne r.1ce has been shown to have no effect on at lease 
10-15: cf ~innesota's low income fdmil!es and could create a hardship 
for an additional 12%. All in all, about 25: of all low income families 

. recdve no ~enefic under thu example lifeline race which, as previously 
rc:c:arked, is a very generous rate. Any lifeline raca ·.nth a lower 
litdi::e level will benefit even fewer low income families. Figure 3 
~akes ic easy co see what the effect of lowering the lifeline level 
(and hence the ~reak-even ~oint) would be. A low use lifeline (lifeline 
level JOO k\.lh per rJonch gi·1ing a break-oven point of about 500 kWh j)er 
~onth) would caus~ in~rc~sed bills f.or 38~ of MP&t's low income consumers. 
Ho~ever, Fisure 2 Jho~s ➔ 8% of all ~fP&L custo~ers (low, middle and upper 
cl..1ss) would gee L:i1,,e:: bills under this lifeline race. The facts are 
sbpl;, ch.:1c chc correLnivn becwcen inccrno and monthly kWh consumption 
is not strcng enough to design a vi,ble lif~line race. ~fany of 
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~i~ncsaca's low !~cc~e facilies are large energy consumers.because 
::hey he.we large i.::u:iilics, cliey farm (approximately 10-15% of low incoce 
familit2s fan) or use •?lect:dc water heaters (25-50~; of low incor.:e 
bmil.ies u,,e elect:::i;: water heaters). Furthermore, many higher incooe 
consumers ~ay use little electricity because they are single or have 
sc:.111 fJmilies or :hey :::1.ay usa gas for cooking and water heating. The 
~linnesoca Legisl~cure will hava to decide if such individuals should 
receive che benefits of a subsidy intended co aid (and partially financed 
by) low income citizens.' 

These arguments have been substantiated in recent lifeline race studies 
carried out by the Tennessee Valley Auc~oricy, ll The TVA found chat under 
lifeline races 26:; of low income customers would have paid rr:ore for 
electricity while ➔ 9% of the affluent and middle class customers would 
h..1ve paid less. 

Tiie f.J.c.:s are th.:it lif al.:.:ie races pose ..1n insoluble r:iroblem in race 
design. Setting the break-even point too lo~ causes a significant portion 
of low income fa~ilies to ?ay higher bills. Setting the break-even point 
coo higi1 creates e...'Ctreme :.ardships for t:1ose who do end up ;,aying :nore 
and will ?reduce no nee energy savings. 

A final pobt is r.ha.t,only a small part of low inco□e customers needs 
would be :.~et by li.:eline rates. The "expecced value" rn low income 
custo~er3 of a lifeline race is their average savings under the race. 
Taking i::t:o accot..:nt ,the fact that some will lose :noney 1 for customerJ 
earn:i.n.; below Slu,000 a year t!-le "expected 1:alue" of the exacple 
lifeli~e rate is only about Sl.30 per ~ouch. This amount hardly seems 
adequate for its intended purpose. When i:: is realized that for most 
famililies hcoe hasting fuels (which are not affected by lifeline 
legisla:ion) are a ~uch bigzer ?ortion of their ~onchly budget than 
ex?enditures fer electricity, it can be seen that lifeline rates provide 
at best, only a ?J.r::ial solution co the problem. 

Other experts agree chac lifeline rate plans ara very questionable.· 
fa direct cestincny regarding ~fP&L's 1977 rate case, Kennedy E. Lange, 
.1n i::cono:-:iist and S,~nior :Z.1te Analyse for the MPSC, testified "!he dif
ficul:ies ~~th such inco~e transfers are several. One peculiar 
characteristic. is chat it applies to only one necessity in no particular 
rela cicnshi;-, co ot:,er nee.Js ... it provides che recipient with no options, 
except in che cocparacively ~inor sense of freeing up a portion of 
incooe ,,.hich clighc ochervise be dedicated co use of electricity. 11 

"Bue ::he :1.eeds of such individuals are nee limited to electricity and 
:~e probl~~ is □ox che price of ele 4 tricicy. le is their lack of incooe. 
:~,e obvious (a:1d -1\Jpropri.1ce) solution is income adequacy not price 
ad~ia~sc~aticn. An ef~eccive and efficient ~eans co provide adequacy 
e:<is::.s at :::e d.i.s?osal of our legislature in the form of the income cax. 11 

11 '!.ne r-.::ition..il or state lrcsisl.1tures are or can be exposed to all relevant 
,::rite:·i..1 i:1 Jece:::·1:n::..r:.g L:-.:cuie adequacy, can index that judg-r;:ient to all 
cases of ~ecessi:y acd ~ossess che near perfect tool to administer that 

3/ s~e "Lifeline :Lites" =·.,c c Sheec October 1977 by Reddy Cor:ununications. 
:·:,e .Ju.1e L977 ·:vA Study is discussed. 
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jud~:r.ent throu6h c.heir taxing authority," 

Lange 1130 ~encioned the significunt benefit targeting proble.:ns previous
ly discussed and later suggested chat in the absence of a negative income 
tax, the next best solution woulJ be some kind of lUI:1p sum re.L';:ibursement 
or cax c=edit for low income cax7ayers. In order that wasteful energy 
consunpcion would not be encouraged, the size of the tax relief would be 
unr~laced co cte L~dividual's ener3y consumption. This seems co be the 
form of the proposal of Commissioner Sasseville. In this study we will not 
analyze or recommend any specific piece of legislation. Suffice it 
co say chat several options .:lxist which do not suffer from the draw backs 
of lifeline rat.; plans. :!iunesota 's progressive tax structure could 
easily accoc~odace tax relief programs in one of several ways. Such 
a progr.:i□ could be builc into the ~!innesoca low income ta.x credit, senior 
citizen tax credit or i."lto the renters or circuit breaker ca.x credir:. 
The chief advant~ge of such a program would be that aid would be directly 
tied to income level. In chis manner no dollars would gee sidetracked to 
economic classes who are noc intended co receive benefits. 

The ~innesoca Scace Legislature is faced with a question of basic social 
policy: will assistance be provided co low income families co help them 
:neet che rising cost cf energy? If so, will they provide an efficient 
solution? Will they risk creating hardships for some of chose they intend 
co help? rlill they cargec certain groups (such as farmers or owners of 
electrically heated homes) for i~creased prices? Will they cry co provide 
a complete solution or ·..ill th~y i:npler:i.enc a 5;; solution? 

Z1.5 



I 

I 

~lbfulc Uttllitiem 

FOllTNIGHTLY 

California's Lifeline Policy 
Br ALBINJ. DAHL 

~IE era or low-cost CJH'fll;)' has ended. The 
l ro111cmpor;1ry problem of the hi1.d1 rost of rner~y 

cannot l,c soh-cd shurt of a major hre,1hhrnu~h in 
energy-related technolog\·. Regulatory rnmrni,~iom'l's 
and their st:iffs, l:t\\'J11:1kcrs, and spokespcrmm for 
consumer groups expound proposals for mitigating the 
imp:ict of the high and rising price of elcrtricit\·. The 
polieirs Slll'.~ested may be cl.lssified under the hro;1d 
he;idings of lo;id man.igement, conservation, and 
innovatil't' desi~ns of rate schedules. 

The state of Californi:i, through its lcgisl:iturc. 
adopted a "lifeline'· policy in utility rate making in 1975 
which required the creation of inl'ertcd rate schniules for 
residential users of rice tricity and gas. 1 Our purpose here 
is to describe the experience or the Pacific Gas and 
Electric C:omp;1ny with lifeline allowances and electric 
and gas r;1tes determined by the California Public 

1:\,,c1nl,h hill t 6 7, ;in·" t ,,ddini.: § 7 :\'J to th, l'u blic l '1ili1 i,·, ( :.,cir. 
apprU\t·dl,y th, l(<l\rr,,"r of C.difnrni;i "" Sq,1n11ht'r 2:1, 197.'i 

Albin J, D11hl Is a professor of 
oconorr,ics ot tho Unlvors1ty of 
Nevada in Reno In addition, he 
holds tho pos!l,on of research 
analyst l\ith tho Bureau of Business 
and Econc,rn,c- Hi•SC,HCh at tho 
samo un,vors,ty. Or. Dahl ro(nlvoJ a 
rt10 ,1c·yce f,0111 \he Un1vors1ty of 
Califorr,,a nt 8crl-.clc)'. I lo hJs wr,tton 
C>.ICnsively on the subject of natural 
gn.s 1Jconorrncs :or r,ub!12at1c)n 1n 
acadom1c and other porioJicals. 

--------------------------

l'tilitics Commission in implementing that state's 
Encr~y Lirrlinr :\ct, and to draw some conclusions 
rrgardin~ that kind or policy. llec1use of space 

:I! thir dolt that nrr srat!atd !rft!inr rate /1rograms 
in rff'ct nm1111d the nntion. Tlu·ir gmesis 1rns the 
ronc'/'/it that nn 1rrtducib!e minimum of utility _sen·ice 
Tlt'assary to S11stni11 life under contemporary condi/£ons 
sho11lrl bt n1•ni!able ta individ11als at rock-bottom 
/nias, ()II(' of the earliest nnd certainly the most 
thoroughgoing ;,rogram was insli'tuted in Calzjumirz nt 
the beginning of 197n. This mtide ronstit11!1's an 
ww(vsis and critique of· Ca!zfornin 's rate schedule 
reform, particulnrly of the measure of its Sllfftss in 
lnt't'li11g its da!m1·rl goals of /iroviding for tlu 11•e!fort' of 
low-incomt ronrnrners and inducing conservation !Tl 

household uses of electricity and natural gns. 

limitations, much or the detailed analysis presented in 
this article is confined to usage or electricity. However, 
the same analysis .ilso applies to use of natural g.is. 

Innovative Residential Rate Designs 

:\s or 1977, puhlic utility conunissions in seven states 
had hem persuaded by reformist philosophy to' adopt 
somr rorm of an inverted residential rate schedule; i.e., in 
which the r;1tc per kilowatt-hour (kwh) rises ;1s CJUantity 
or ekrt rir 11 y rnmu med inncascs. The inl'erted schedule 
is prcdicat('d on the notion that residential consumers 
will be constrained in their use of electricity if the price 
they must pay per kwh rist·s as quantity consumed 
increases, I knee it is an.;ued that an inl'ersion will 
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induce rnmn\':11ion in residential use of ckctricity. 
Conservation, especially restr:1ining demand during 
seasonal peak demand hours, will m:1kr possible 
postponement of sy,tl'm l'Xp:insion at a sh:irply ri,ing 
cost per kilowatt (kw) of new generating and 
transmi~sion c.q,:1rity. 

Fmthermore, according to proponents, the in\'ertl'd 
residential rate cksign contributes to social justice 
lwrausc rcLltil'<'ly s111all quantities of ckrtririty an· sold 
at the lowest rate of the schedule, thus permitting 
consumers to buy electricity for basic needs at a pri('e 
below full rost of service. 111e social justice (or welfare) 
argunwnt subtly assumes that low-income consu111cTs 
use small quantities of electricity. But this hypothesis 
cannot pass the tests of analytical scrutiny or of 
verifirntion by sampling• records of low-income in
di\'iduals' use of electricity and gas. As we shall sec, 
low-income consumers tend to use large quantities of 
electricity and gas and therefore inverted rate schedules 
;irC' rcgressi\'e on a large percentage of the· low-income 
population billed for utility service arcording to inverted 
designs. 

ln\'crtcd rate schedules of the kind we ha\'C mentioned 
discriminate among consumers a11J this is one of the 
reasons why inversions \\ ere rejected by the \ \'isconsin 
Public Senicc Commission in 197·\2 and by the 
C:ililurnia commission that s;imc year. The staff of the 
C:alilornia rnmmission cxpbin('(I th:1t: ". . . the 
imnwdiatc inv('rsion pfr:1tcs would iolfrndj the f,i!lowing 
... prirnipies of ralt design· (I) they ~hould not lie 
d1ffr1111111a/01y; (2) they should lead to stable rc\TIHIC; (.1) 
they should promote an efficient allocation of resources, 
thus disrnur:11.;ing wastl'ful usrofrncrgy; (4) they should 
reflect a sense of historir.tl continuity. "l 

Hut in 1975, as we ha\'e seen, the C1lifornia legisLiture 
ad11pted a li)i!i11( policy which compelled the state 
commission to adopt an imertcd rate schedule for 
residential users of electric and gas. 

The Lifeline Concept 

The lifeline concept is that a minimum basic 
;1llowanre of household energy should be supplied at 
discounted r.ttes and that consumption of electricity and 
gas in qu.tntitics exceeding allowable limits should be 
hilled at higher (nonlifeline) rates, continuing from the 
quantity rc;1d1ed by.the lifeline limit. A lifeline plan is 
much more comprehensive than a simple in\'ertcd 
schedule but the ostensible objectives of welfare and 
conservation arc the same. These inno\'ali\'c rate designs 
shift the liurcien for rontributin!-( revenue for energy 
utility service from one group of ratqiaycrs to other 
~roups. \\'hen a state adopts a lifeline policy, basic 
allm\'anrl's are sperifil'd in detail. In C.difornia the 
Energy Lifeline ,\rt fro1c rcsidrnti,11 lifeline r;1trs at the 
level prev:1ilini.; on J:111u:1ry I, 1976. 

Lifeline pl.111s W<Tt' rl'jrctl'd in 1\blia111;1, Illinois, 
lndi;rna, Fiorid:1, lcbho, Louisi:ma, t-.lainc, :-.tississippi, 

'll1· ,\1.,d,,.,n \;;" & E Cn (\\'i, 1'P4l ', l'l'IH1h 211, 11. -1~. 
1('..tl,f"1ni.1 l'l'.(:, lkdsion i\o. H',_',', 1

/, Case l'\o. I/H04, 1'17•1, p. 21. 

New I bmpshirc, Nn,> l\l<'xico, .South Dakota, Tex::., 
and \Vest Vin(inia. I lowcver, New Jersey and Orcgo;; 
have adopted lifeline pl:ins. Lifeline legislation is un<lei 1 
rnnsidcration in l\lichil..!;an, :--linnesota, Sou1h Carolin~ 
and Utah. Lifeline rates arc under study by the st.ii( 

regulatory commission in Nevada and Pennsylvania 
In Ohio an experimental lifeline electric rate schcdul~ 

for the ident ifohlc elderly poor was tested by locJ) 
authorities d11ring 1977. Georgia has adopted a rnodifitd 
version of a lifeline rate design. Rcsi<lential customers arc 
billed for their total use of electricity at one of two 
alternative rates, dcprnding on th<' q11antity of electricity r; 
11scd; large-quantity users pay a higher rate th:in ;, 
low-quantity consumers. For at least one major electric 
utility romp;iny in Ceorgia, the large user residential 
rnte is inverlcd on a sea~onal b;1sis lo man;1gc the load in 
summer peak demand sen·ice territory. Puerto Rico has 
a lifeline allowance for all residrntial consumers cf ": 
electricity. , 

Last year the Colorado commission adopted a lifelint , 
policy granting a 50 per cent discount on the first 250,0(',( 
cubic feet of gas supplied to persons whose incomes wer, , 
low enough to qualify them for the Colorado property ta~ .; 

credit or rent credit (less than $7,300 annually for sing]r 
persons anci less than S8,300 for married couples). The 
commission allowed Public Service Company of C.OJ. 
orado to increase rates sli~htly for all other rnnsumcrsto 
co111pen,:1te for th(' rnst of the lifeline subsidy. f: 

The :\lountain St;itcs Legal Foundation challeng~d 
the commission art ion in a court of law. On ~larch 1g 
1978, J udgc Robert Kingsley of the Denver <l istrict co:~ 
struck down the disputed lifeline natural gas subsidy 
quot in!-( with approval the ;irgument of the plaintiff that 
the utilities commission cannot adopt. a lifeline social 
welfare program unless it is authorized by statute 
cn;1ctcd by the Colorado leu;islaturc and signed into la..., 
by the governor. 'l'hc court held that the con1n1iss_ion had fl 
gone beyond the bounds of the powers granted to it b1 
the state public utilities code and by the Colorado 
constitution. ~ 

This decision of the Denver district court mav ~ , 
appealed. But unless it is reversed, it is legal precc,dcn; 
compelling public utility commissions to obtain le~. 
islati\'c authority before implementing a "lifclin;·,. 
welfare program of any kind or an inverted rate schedul,, .! 
designed to subsidize residential use of small quantitio ' 
of electricity and gas. ·· 

On the national SC{'l1C, the public utility polifr, · 
section of the National Energy Act, as originaI:v 
formulated in the I louse of Representatives and tr:~' 
Senate, cont.iined incongruous provisions. '01e How, : 
version of the legislation required that electric utilit · 
rntes he rnrt jrHlljird. But § E of the Senate bill pcrmittcJ 
dl·p:1rture ft-0111 rost justification by providing th:,, 
rt'sidential electric r;1tcs may be below cost while all· 
others should rdkct the costs of service. These ar· 
rnntr;1dictory prnl'isions, for if residcnti;il electric r.11,~' 

were established below full cost, rates for all othtr 
classifications of n1stomcTs would have to be abo\c fu, · 
rost to make 11p for the residential subsidy. The Scnat~; 
\'crsion of the legislation ;llso proposed compc21, 
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clcctric utility comp:rnics to chan;e pnsons sixty-two 
yc;irs of age a11d older and all So<i,d Security ;111d 

railrn;1d retirement rr< ipin1ls rates as low as !ln·v \'h;1rgc 
industrial l ustrnner s Bui ro'>t of pro\ id,ng cit·, t1 ic 

'

service to l.1rgc indu,trial n1stome1s is less than th.it 
as,oriated with sn \ ing residcnt1.d c ustorncr s. Rit h old 
people would have l1.1d dw.1p ck< tr it 1ty that SOIIH'one 
else would have h;id to rnbsidi1e. 

I 

:\II of thl'sc lifclinl' provisions \\TIT rejected by the 
House-Senate Conference Committee but their sponsors 
are likely to introduce proposals of this kind again. 

California is the only state which has enacted a \Try 
bro;1d likli11t· an providi11g for basil' ;dlowanccs of 
electricity and gas at discounted rates for all residential 
end users irrrspccti\'e of financial st;1tus and dcchring 
that scarce c·m-rgy resources must be conserved. I !ere we 
find the familiar twin goals of wcll;1rc and ronscn·ation. 

California's Energy Lifeline Legislation 

Section l of the ;.!illcr-Warrcn Energy Lifeline :\ct of 
1975, which became dfecti\'ejanuary I, 1976, st:ites that 
"light and heat arc Liasic hun1;111 rights and must be 
made a\'ailable to all people at low cost for b;1sic 
minimum ljUantities. " 4 

The nwanirn~ of "luw cost" is indicated by thl' 
pro\'ision that "the lildinc rate sh.ill not exceed r,1tt·s in 
effect as of j;111u;1ry 1, 197(,," and that "no i11nt·;1se i11 thc 
lifeline Lile !sli;III be ;1uthori1cdl until the ;1HT,1gc 
sy,telll r.it<'. in b,h or cents pct thnm h;1s increa,ed 2') 
per cent Pl' more 01 l'I' the ! level prevailing "11.J anu;11 y l. 
1976j. ''\ JlowC\'er, at least for l'C& E. the rate freeze 
anted;1t(', J,11n1;1ry 1. 11.176, because in its order ,dl()wing 
thl' rn11qJ;111y additiu1d revenue in the.Lill of 1975, the 
state con·mission exempted from any rate increase the 
first 30ll kwh of electricity and 75 therms of gas in 
residrnti,d lN', 

The C;ilifornia commission which is ch;1rl!nl ~\'ith 
re,punsibiiity for implementing lifeline policy, interprets 
the st;1tutc ;1s prol'iding th,1t after c.ystc111 r.1tl's for 
electricity and gas, excluding the lifrline rates, have risen 
by 2'i per cent ;1bo\'c the January I, 1976, b·d, the 
rnmmi:;sion sh:tll h;11·e discretionary ;111thority to 
determine ;111 appropriate new lc\'cl for the lifeline ralcs. 6 

I lo1,c1-cr, tlw history of the lcgisbti,m ,rnd its pre,11nl,lc 
imply that lifeline quantities of electricity and gas sh;ill 
be Sl'l'\'ed at r;1tcs below systc1_n ,l\'crage co,t. 

In dctern1i11i11t; lx1sic domestic mir1im11m needs for 
dcnricity and !.(as, the Energy Lill'linc Act dinTts the 
st:11e rornmission to rnnsidl'r 011/,>• the followirn.( l'i\'t' 
residential end uses: (I) lighting. (2) rooking. (1) 
refrigcra t ion, ( 4) \\'ater heating, and ('i) sp;1cc hc.tti11!.(. 
To safel(u:ml ;1~ainst 1,;1stef11I use of household t'IH'rl(\', 

I 
the legisL1ture instrnctrd the rnnm1is~. io11 lo asccrui11 the 
sm;dkst qu:rntities of electricity :md gas, for the lil'e uses 
specified, required to m:1int;lin hc:ilth a11d a rl'asnnablc 
lc\'el of comlort for ;1n a1Tr.1ge rcsidl'11ti:d end u,1T of 

•s,•~ footnote 1. 
'l'uhlic ll1il11y Cod,·, ~ i3"\b). 
'C,d1forni;1 l'l 'C, I kri,i,111 i'\o. HS))'!, C;,,~ No. 1/IHH, I' 7' 

energy. The aver.: 
"a fnmily of f, 
l ,OOO-squ.1rc-foot. 
unit. " 1 

.:.Tis defined by the commission as 
;>eople, l_iving in a rive-room, 
!.insulated, single-family dwelling 

The lawmaker, , • ·crence to a need "to encourage 
conservation of ... 1·• ·~gy ... "and to "minimum energy 
nl'cds" mandated '· · the commission must stringently 
determine lifeline ,w:inces. It is notable that the 
statute makes 11(· 1\·ision for lifeline allowances of 
electricity in variou'- commonplace residential end uses 
- e.g., air conditl<-: ,g, well pumping, clothes washing 
;ind dryinl!, dish1,-,,.' ers, tclc.:•ision, garhal(e disposals, 
l'tL ,\pp;11T11tly tli:·· ·,111issio11s arc i11tc11tio11al for as we 

ha\'c already seen. ,:,:line energy policy is designed to 
a('hicl'e a measurC' i:: .:onscn·ation in the use of energy. 

Implement; 1 • the Energy Lifeline Act: 
Elect,;, .rnd Gas Allowances 

In October, 197; the commission required electric 
:ind gas utilities \\ i: > ;di or part of their service territory 
in California to cst,··::te minimum energy needs in each 
of the five catcgor, , specified in the lifeline act; in 
estimating energy 1 ·,·ds for space heating, the utility 
ent1t1cs were instrw ·: d to recognize climatic variations. 

Prior to adoptior ,J :he lifeline policy by the California 
kl(isl.iturc, 11\,111;,:; · nrnt of electric ;111d gas utility 
companies had 11n ·d for cl.lta on end uses of service; 
e.g., whether ah,., ... ,,Id is <'(]llippcd with ;111 clc-ctric or 
gas range, the qu 11ty of electricity or g;1s used for 
cooking, and th,, . :antity of electricity needed fo; 
adeciuate housch lighting. Because this kind of 
information is :: ·:11enwry, the respondent utility 
ent it ics mu Id o:·: i ·st ima te I ifcline quantities. 'Ilic 
coin mission held h·. ,: ings to ronsidcr the adequacy of 
lifeline estimates Ly '.:•ility management and considered 
co1lll11ission staff 11·1. .:11mc11dations. 

The negotiated : ·crim lifeline allowances for elec
tricity arc tabulate: '.,elow: 8 

l.dr/111, A//,.11•m1.,. ,.,. 
1-.'l,·,1,1, 11) /·.'111/ l ',,, 

11,,si(' \\!Iowan,,. for Ii~'.;. 
crn,kin~. a11d rcfri~c, .:: ·, ,., 

\\",,tcr hca1in~ 

'-p.1n- h<'ati1a;. wintt'r, ',. · .. ,nha 1-
:\pril 10: 

/,.111· I, 111ild 
/,inc 2, tc111prr;1tc 
i'.<,IW \ n,ld "i ntn 
Zone 4, \'l'fY told" 1n:,•r 

( '11r1,r/ar,/ ( '111/1 

S1n~lr},11111/y f !/ ,\lult1{m111/y 
/}u•dlwi:r Stu,i !111n 

(In Kilowatt-hour, l'er :--.ton1h) 

250 190 

2',() 200 

5">0 :no 
KOO 480 

I, 120 675 
1,420 850 

The romrnis~ii; :,doptrd a statewide set of four 
1 lim;1tic zones an,:. lifeline allowance of electricity for 
spat'l' !waling ,.1r:· ·.,ith the ;,one, as tabulated above. 

·c:tlifnrnia !'UC, I 

•s .. ,, f11111111,1r 7. 
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'l11r 1lircc types of lifclinr ;11low;111rrs, b;1sir, watn 
hcatim;, and ~p;1cc h(';ilinl!;, 111;1y nol I)(' ('Ollllllilll(icd; 
each is a separate allowance. The water-hc;1ti11g 
allowanre is provided only for households with dcrtric 
w;11er lw;11crs; only household, ('q11ip1•cd with an clcrtric 
he.1ting j_pin11 qualify for the space-heating electricity 
allow;111cc. 

The commission also dcterminrd lifeline allowances 
for gas for cooking, water hc;1ting, and space healing; the 
;tllow;rncc f,lr the latt('r \'aril's 1\·ith climatic /OIH' as srcn 
below: 

Cltn:1111, 

::,onr 

I 
2 
3 
4 

s,,,(l,·-,/,H11il1· /)w, 11111~1 "' 1\f(/(T(,/ 

( ·,111, ''.I .l/i,//1111..,/ (.',,111/•lnn 
(Th,·rni, l'cr :'llunth) 

Water 

r:,1"J.111~' //,11ti11g 

<, 20 
(, 20 
6 20 
<, 20 

.\fi!l(,' 

/1.-111111~ 

5~ 
HO 

ll'i 
140 

The lifeline gas allowances cannot be commingled: 
each is a separate allowance. Only households wi1h 
gas-fired equipment qualify for the g;1s 1,a1er-he;1ting 
and space-heating lifeline allowances. 

One problem, unsolved at the time of the commission's 
interim ordl'r on lifelinr qu:1ntitirs of energy, is th,11 
natural gas is supplied tu most areas of California but not 
all. \\'h('rc l(;ts is al'ail:ihl<' it is mrd fnr sp;1ce ;111d watrr 
hcatin1.; by m,rny residential customers 1\ho rnok with 
clcctririty. ''Since in this interim phase. 110 method w;is 
found to identify users [who have access to µas but cook 
with clectncityJ our lilclinr electricity cp1;rnti1y will ... 
d11pli,·:1tc the allow,1rn t' for co"king lpr01idcd for! in our 
lifeline \(Jiu me of g:1s. "'> 'l11ercforc some residcnti:t! u~ers 
receive a duplicate cooking alluwal!ce. 

On :\pril ), I <J7H, the com111ission m:1dr pnm:111rnt 
the lifeline pbn it had adopted on _an interim basis. In 
implcmentint; the lifeline policy adopted by tlw 
legisbtt11·t· the rnrnrnissinn and enrrgy utility cPmpanics 
of C:ilifornia cncrn111tcrcd numerous fundamental and 
proccdur:il prnblcllls. SL)ml' of the diffirnlties arc 
dcsnihcd in the scc1io11s \\'hich fulluw, 

Residential Landlords and 
:\bstcr-metercd Apartments 

Th<: st:it11tc requires determining a lifeline allow;mrc 
for each I<':<llknti:i! md 11.1n of ekctricit>· and L;as r:1thcr 
th;in for l',H"h l't':,idcntial rnsl,m1a; by this choice of the 
\\'ords nu/ 111a, the hw111;1krrs rccol!ni,ed that m;1ny 
rrsidential acrm1111s of utility companies ;ire those of 
1nastcr-111cter landlords whose rents compensate the cost 
nf <'lr<'tricit\' anrl g;i, used Ii\' tl'n:rnts. Ex;1111plcs of 
l:1 ndlord ;1no11nts itH ludc ( l) the ownt·r of an a 11;1r1 nwnt 
romplcx prm·idin~ ;1 bu11dry 1:irility and indt11ii11~ rnst 
of clc<"tricity for it, use in thl' rent; (2) ~pace hcatin~ 
m;1,tc: -metered Ii\' the L111dlord \\ho is rntnpcn,atcd liy 
quotinl!; 1'<'111 whidi in('llld<', heat; (3) mastn-mctcrl'd 
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poffh and h;tll lights ill ap;ll'tmrnt complexes. Landlord 
;1no11nts of the kind t'll\lllll'rat<'d do not qualify for 
lifeline allowances and rates. 

1\111 lawmikcrs intended to allow lifeline quantities of 
ckrtricity and gas to tenants of master-metered 
;ip;1rtmcnts. Therefore the statute provides that lifeline 
allo\\'anccs he applicable to e;ich 11nmetcrecl apartment 
and the allow;inces arc rn11111falil'e. For example, if a 
master-metrr l:indlord operates 500 apartments, his 
lifr·linr liasic allow;rncc is !<JO kwh prr month multiplied 
by 500, or 95,000 kwh. The allowances are lower for 
unmetcrcd units of multihouschold structures and 
complexes (for clrctricity, 190 kwh instead of 240 kwh), 
on the assumption that typically these units arc occupied 
by one or two persons and provide less than 1,000 square 
fret of living space. · 

In brief, each mastcr-melcr residential landlord is 
given a lifeline allowance of I <JO kwh per month 
multiplied by the number of apartments in his complex. 
It is hoprd that he will pass the cost advantage on to his 
tenants in form of lower r<'nts. This may be an heroic 
assumption. Thus the commission declared: " ... 
prcsumalily the legislature thought that lower lifeline 
rates would be passed on lo the ultimate utility us·cr 
through 101,er rents .... Therefore if [master-meter] 
landlor<ls 1111d it necessary to raise rents to their tenants, 
it must lie for sornr· reason other th,rn g:is and electric 
r;ites !icing c h:1rgcd to thrrn by utilities regulated by this 
commi~sion " 10 

It is possible th;1t landlords of large apartment 
complexes might find it to their ;1dv;rn1:ige to provide 
electricity to their trnants at a cornmrrcial rate and 
disregard the potential benefits of lifeline allowances. 

The lifeline kgislittion, as irnplcrncntrd liy the 
commission, offers master-meter residential bndlords an 
inducement to submeter their apartments. For sub
nH·tcrrd apartments, 1hr lifeline basic allowance is 240 
k"'h per month, 50 kwh per month higher than for 
master-meter ;1partments. Renters of submetered apart• 
ments are billed for electricity and gas by the utility 
comp,1ny providing the se~vicc. However the 240 kwh per 
month allowances are cumulative for the ;ipartmcnt 
complex. If the landlord operates 100 subrnetercd 
apartments, the complex is allowed a lifeline of 240 kwh 
per month times 100 or 24,000 kwh. If renters use less 
th;rn 24,f\'.J0 kwh in .1ny month because of "away from 
home" life-styles, vacations, or if there arc vacant 
apartmrnts, the landlord's hall lif(hting and other 
services account will be billed at the lifeline rate for the 
lifeline a !low ;rnces not used by his renters. In terms of 
om illustr,itions, if tenants ar a gro11/> use only 20,000 kwh 
of their b;1sic allowances in any month, the bndlord's 
domestic service acrnunt will be billed at the lifeline rate 
to a ma,dmum of ·1,(){J(J kwh; any quantity in excess of 
4,f)(l() kid, would he billcd al nonlifeline r;1tl'S. 

The ('Olllllli,sion rcrn~nizcs that the cost of sub
met<Tin~ or individually metering all rental units at 
apartnH'llt compln:cs, 111obilc home parks, and trailer 
parks would he prohibitive. I lowever, in April, 197H, 
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tllCT(',)' utility compani<'s WNC ordered to ",·11co11r;iv,c" 
1nidc11ti:d la11dlu1<L t,1 !,1il11nctcr, In its fo11111w111;i1y, the 

· rorrnnission stated th:tt lifdine allow;111ccs f11r rn11.1l 
units whid1 ,1rc 11111 \ubmctcr<'cl should l,c pl1.1,ed out 
ol'n a 1c;1,011,tlJk time and th:11 thoc allo1,;,11, c, ,lw1dd 
be denied to new customers, "\\'c :ilso bclinT th:11 within 
a rnsonablc time the lifeline quantities for sulHnctcrcd 
multiLrniily liou,inc; units should L1· adju~:tcd to rnnform 
to those rurrrntly dcsi~narcd for multifamily housing 
units whid1 arc not sulimctncd. " 11 

The commission order of April, 1978, requires 
sq>aratc metering for individu;d md-11Hr rlcrtrir and gas 

sc1Tice in each rent.ii unit of nc\\' residential complexes. 
Apparrntly in rccoljnition of economics from operating 
Lcntral space- and watcr-hc,iting systems, the \'O!ll· 

mission order rcrp1iring scpar;1te nwtering of g:is snl'ice 
at new residential r:ornplcxes ;ipplics only where tcn;mts 
will 11sc g;1s directly for operating indi1iclt1al waler 
heaters or furnaces, or both. 

;\1unicipal Distribution System and Trailer Parks 

The '.\Jillcr-W:irrcn Act cxr!llpts wholcs:ilc electric 
and gas trans;ictions frolll lifeline allowances and related 
price regulations. Thcrt'forr cusiumcrs of municipally 
o\,·ned distribution systems which buy clcnricity for 
rcs;de from P(;&, E were excluded fr,im the hendits of 
lifeline allowances :rnd rates. Similarh· owners of tr:1iln 
p;'.rks who buy electricity :tnd g;1, from PC& E lor re,;1k 
to end users wne excluded from the pro1·i,ion, of t!tc 
lifeline ln.;islation. But t!tc co111mission cxtrndcd lift-line 
benefits to rcsidcnti:11 end mcrs of the!'(;& E's wholcs:tlc 
customers. If a municipal distributor of l'C& E cll'rtricity 
cl;1ims that 3.l7 per rent of it, rrsidcrni:il end user, 
consume ;it lifeline quantities. the commission ordered a 
reduction in the wholes.de transact inn price to en:ible the 
municipal distributor to pass along lifeline brnrlits to its 
qu;ilifying customrrs, " ... the result is that these 
!residential end users\ enjoy virtually the s:1rne lddinc 
benefit ,ts a rnstollH'r on thc- I'(;& E system, ;rnd !the 
company\) cornmcrci:il and industri;tl custnliwrs ;ire 
subsidizing kustolll\'J'S of municipally owned dis
tribution systems!, [Forj tr;1ikr p;1rks, a r:itc ~,hcdulc 
1,·ith a block multiplirr rrprncnting the number of 
submetercd units is utilized. " 12 

Unneeded Income Transfers to Owners of 
Serond Homes 

'Jhc \lilk1-\\':1rrrn ,\ct dues nul Sf'nilic:dly limit 

11 C:,l1f,,rni,1 l'l'C, lk,·ision :'\o. 8%'il. C,1,r :\o 9'1~H. 1978. p I \.;1 
(Tlwrr 1, ,11-.,n the pn1Lkm nf de1crn1i11i1n.: ~, l<'.t\;n1.dil(' ddk1cnt1,d to 

ttnrt thr" ln..,t of 1n;1,1rr-111ctrr n1,c1onw1, \,!in pr11\1dr :1 ,11lnw·1c·r 
•ffl\iti· Pl't' l)n·i-.ion \11 ~'•i 1,-,7r,1.1l,!1-.!1C'd Jtlpn tl'lll ckJ.tti, ,n1,l 
u:.1:-. r.11c dtllrit·nti.1h lo { U\ c·1 1l1r , ll'-I ol "uhnwl(T1t11: ,n, i1 t'. ·1 h1• 

Puhlit l'11Llw!' ('.t)dr l<'tjllllC\ tl1.ll "-,ulli io-.1, :--11.,i[ nil! t·,,n·d tin· 

a\1.·t.11.:r l\hl tli,tt thr "t-1,111~ 111il1ty ,,,ndd h,1\t' i1Hu11t·d in p111,ldi11~ 
fPtnp.11,d,k ,n,i1.rs lic,0111.I 1hr n1.1,1cr n1cicr 11, 1hr \ul,nwtcr 
!rtl.\llh '') 

""l.ilrl,nr rle,1ri, IC1tn in C,iif<>r11,.1 Onr l'1ilil\ \ E,1ll'11\'11<1·," 
p:c,rlltl·,I h~ \\".llurn ~l (;,1:l.l\,\IL \ll ,. jill'~11!cn!, 1,1;c, dr,d \,1l11.111t1rL 

P.1rifK C.1s ~,nd Fkctric ( (11Hp,1ny, to tlir n1111h .1n1H1;d t \111krnHT tif 
th,· ln,1i1111<· ,,f Pul,lir l '1ili11rs, l;r,,du,11,· S, !:, .. ii nf 1\11,in,·" 
,\,ln1,11i,1,.111,,,i, :-Sli,lin,,111 :-.1.,1r l'1111r1;11y, llnnnl,\'I 1-1. 1'!'7, I' 9 
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lifeline to princip;tl pl.ires o( residence. I lo\\'ever in its 
1Cport to the legislature, the commission recornmemlcd 
tl1;1t c;1ch rnstomcr of an eniT~Y utility company lie 
allowed only one lifeline allowance or set pf allow;l!lces; 
i.e., only for the principal residence. Identification of 
second homes of customers is extremely difficult, except 
in a resort area. " ... customers could simply put 
lutilityj service under each spouse's name and !the 
company] would have no way other than by inspection of 
determining that a given service was for a second 
home. "tJ Prorating lifeline allowances would be a costly 
administrative chore for operating utility comp,rnics. 
Failure to grant a lifeline allowance on the erroneous 
assumption that a residence was a "second," probably 
would !rad to lawsuits against the utility company. 
Furthermore second homes sometimes arc O('l'Upicd by 
tenants during some months of the year and denial of 
lifeline allowances to renters would offend the intent of 
the statute. Therefore energy utility companies gr;lllted 
lifeline allowable quantities and rates to all hou~cholcls 
without attempting to distinguish primary from sec• 
ondary residence,. Continuation of this policy was 
ordered by the commission on April 4, 1978. The order 
authorized utility companies to disallow lifeline quan
t itics for second homes in areas in which a large 
pel'l'rnt;1ge of residcnti;il housing is composed of 
v,1eation-type, second home, units. The companies and 
are;is affectt:d by the order were ~pccificcL 

Fortunate pcrs1111, c;1n divide their ;tllowances amon!:( 
two l.0111es, c;i, Ii occu11icd intermittently or on a season;d 
b:1si,. If the allowances are high enough, it may he easy 
to stay within thc,e limits at each location and there m:1y 
he no incentil'e to rnnserl'e housr-liold energy. There arc 
approxim,1tely 116,01)() second homes served by Pacific 
Cas and Electric Company. 

Unresolved Administrative Problems 

In some ;1reas, one ,omp;my prol'icles electric S(·rvice 
and another distributes natural gas or propane, This 
gi1es a resident an opportunity to claim the electric 
water- and space-heating lifeline allow;inccs even though 
he mes n.itur:il g:1s or prop:inc ror these purposes, 
Verification of lifeline entitlements in these areas is not 
fc;1sihlc until uniform customer account nun,ibers are 
adopted by the two companies. 

The lifeline allowance for space heating docs not 
please cvervnnc, Residents in the coast.ii are:1s of 
northern C;difornia experience a numbn of cold days. 
and nights between ~lay 1st and i\nl'cmber 1st. 'll1ey 
complain that some measure of a lifeline space-heating· 
allow,rnrc ~hould be extended into spring ;rnd summer 
months for co;1stal areas, i\ml residents of rnr;tl ;1reas 
which L,rk natu1al ~;1s utility ~lT1icc conipLtin that the 
lifl·lirw ;dlo1v;1nre for electric spal'r ll('ating is in;1dc'lu;11e. 

Furthermot't', ,1 1'1Tater pcncnta~c of !'(;& E rus
tonH'fS in rur;d ;1reas rxrced lifeline allowances and by 
gre.tter margins compared with residents in San 
l'ranci,ro ;111d 01hn untral ILiy ;1rr,1 cities where 1,·intn 
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;111d st1rnmn t('11qwr.1111r<'s ;ire mild, 011 tll(' anT;1gc. 
Tlwrrlorc l>(T;111sc thr· lrrqut'IH')' ol rnr;d 11',idl'llt i;il UM' 

of cm-r~y at no111ifclinc rates exn'cds that i11 urlJ,111 Bay 
arC':1 cornmunitit·s, rurnl ru,tomns compbin of h;l\i11g lo 

bear an excessive share of the rnrnuc rcquirc111cnts 
burden. 

In San Fr;111cisrn not only is the dimatc mild the 
ycnr-around 1,ut also the average size of :1partrncnts and 
houses is relati\rly small. Thneforc in th:1t 11:iy ;uc;1 city 
the basic lifeline allowance is ;ulcquate for total usage of 
electricity by about two-thirds of PC& E rt1storncrs. But 
this rnntrasb with the ~ituation in the Central \';illcy rity 
of Fresno wh\'l'l' .il'er:1g<: winter tcmpnatu1Ts ;1rc l>t'low 
those of the rrntral Bay area and s11mrnrrs arc hot; in 
Fresno the b:isic <'kl'lric lifeline ,dlow:11ll'e U>l'l'l'S only a 
rrbtil'dy sm:ill proportion of us;1gc. H.ural rc,idents of 
California's Crntral \'alley complain IH'causc there arc no 
lifdirw allow;rnrrs for air rnnditioning or for do111cstic 

'water pumping. 
No equit;1blc formula has been dni,ed r;,r filtning 

lifeline benefits to residents who rent sin:-(lc rooms hy the 
week or month in hotels, boarding and rooming houses, 
and dormitories. Furthermore it is pr;1nically impossible 
to extend lifeline allnwan,cs to rrsidents of homes for the 
agrd and nursim; homes, esprcially sinl'c it is the policy 
of s1111H' opn;i1ors to rolkl't a fixrd ,11111 to t'(llTr <w;t of 
r;irc whrn an applicant i, accql!rd !or admission to the 
home. Th<' C(J;\S('I>sus is that a11r attc111pt to pnlliclc 
lifeline all,>\\·;,rn·cs for <Hn1p;mts of single J()(1111s of all 
cbssificatiuns would result in imupcr:ilile .idministrati\e 
costs and doubtless would bcndit the o\vncrs of these 
kinds of hcilitics rather than the residents. 

Critique of California's Lifeline Plan 

Customers rn:1ximizc the brncfit of lifeline rates whrn 
they limit thrir use of electricity and g,is to the basic 
allowance .ind other ;ilicwabk lifeline quantities. if .-iny. 
On the al'n,,gr, 73 1wr rent of Pl;& E's rcsidrnti;il ('l\d 
usns, m,rny of whom arl' low-irwnrne incli\ iduals, exceed 
thrir 2-t0•k\\'h basic lifeline alluwancc each month. Some 
low-inrnrn1· lirnisrliolds t'X\Trd thrir r!ntric and ~as 
b.isir ;illm\·:11Hes by comi(kr;1blc rnar~ins ;rnd therefore 
the intended welfare ;1ssistanec of lifeline policy is only 
p,irtially .clkl'lil'e. l'rugrcs,iH·ly pntential savings arc 
sl\lul'.11ed off ;is lifeline allowances are exceeded until, for 
rn~tomers h:1\·inl( only the 2·10-k\\ h per mo11th b;1sic 
alluw;inrc, the benefit of a lifeline rate is romplctcly 
exhaustrd at 1,200 kwh of electricity pn month. But 
most of the residrnti;il end users \lf dcnririty a11d µ:as in 
California benefit to some rxtent fn,m the lifelinr r·,liry 
because there arc no "needs" qualifications to be 
s;1tisficd for p;1rticip;1tion in the lifclin<" pL111. 

I .ifeline a I l1l\\'a1Kes pnll'idc "by-product" wi ndfa II 
in('rra,cs in n-al income f,ir rn;rny indi\'idu:ils of 
suhst,rnti.il \\T;ilth ;ind income, IHll\'('l'Ct'. ·nw u~c of 
household cncr~\' risrs with income but thne arc many 
clni;itions fr11111 the trrnd. For rx;1rnple residl'nts of 
mockrate to substantial wealth and in('oll\c often on-upy 
srn:1II but l11xurin11s ;ip;1rtmcnts ;md dine Pllt frl'quently. 
Tr;l\'cl and rerrcation aw;1y fron1 hornr fit into their 

life-styles and thn<'l'orc they find it (';isy to confine their 
ust· of c·rH-ri.;y to tlH' basic lifeline ,dlow;1nrc and therrliy 
receive an 11nneedcd inconw transfer. 

On the other hand, PC& E studies confirm th;1t 
low-income households often 11sc rather substantial 
f]U.lntities of electricity and gas. Low-income individuals 
were found occupying houses hal'ing inefficient heating 
systems, undersized room air conditioners, and lackin!{ 
adequate imulation. 

The wnscrvation effect, if any, and the milgnitudc of 
the welfare effect of lifeline policy and of simple inverted 
sd1<'d1ilcs will dcprnd on the q11anity at which the r.itc 
inl'nsion m·c·urs and the size of the inC'rcase in the rate or 
rates ilt and beyond the point of the in\'ersion. Since the 
inversion in!'(;& F's residential end-user schedule is l'l'!')' 
mockratc, ntstonwrs ;1ppare11t ly sec little inccnt ivc f<,r 
staying within their basic lifeline allowance. The cost 
pen,ilty for exceeding the basic allow;tnrc for electricity- is 
significant only if rnnsurnption exceeds a sizeable 1,200 

kwh per month. 
Average residential usage of electricity by PG&E 

customers h.is b~cn practically unch;111ged since.January 
I, 197(,, whrn lifeline r;1tcs IH'c;1111e dfcrtil'c. Therefore 
there is "little ronrlusi1-c evidence as to the [alleged] link 
between lifeline and conscr\'ation .... customers respond 
lllOlt' to tht·ir tnt;il bill than to any m;m,:in;il price for the 
bloC'k in excess of lifeline [allowances!. " 14 

· An acid it ion;il ~ubsidy !'eat urc of I'(; & E's rate schedule 
for rcsi(knti;il rnd 11sns of clcrtriC'ity and g;is is subtle in 
contr.1st to the well-publicized lifeline rates. :\s we have 
already seen, in the instance of J>G& E the residential 
low-q11antity electric and gas rntc freeze antediltcd 
Janu:1ry I, J<J76. As a consequence of this action by the 
commission, lifeline rates, and a flattened upw;ird slope 
of nonlifeline rate blocks when lifeline nllowances arc 
ex1·t-etlc-d, l'C& E's r;ite of return on residential electric 
service is at an estimated 3.67 per rent for 1978 at rates in 
rffect in January of this year. This 3.67 per cent 
rrnnp.i1Ts with :111 ;ivnag<' H.•18 p<'r C'enl rate of return fur 
all dassific,1tions or rustorncrs. The estimated rate of 
return on service to all other classifications of customers 
l'Xt·t·r·ds the H.·18 pl'r rent avcr;1g<' in order to off~ct 
discrimin.ition in favor of residential customers. The 
highest rntcs of rc1uri1, averaging 13. 72 per <·cnt, arc for 
serving ('O!llmcrrial :1nd industriill customers. 'f11e cost of 
elcrtricity in residential usage is 4.93 cents kwh 1s and it is 
sold for 3.8.'\ ce11ts kwh. This rntnpares with an a\'er;1g!' 
cost of 3.85 cents kwh for commcrri;il and industrial use 
and an a\'ernge price of 4.M, cents kwh. 1'' 

Residential lifeline and nonlifdine rates arc subsidized 
principally by commercial, industrial, and agricultural 
customers. Residential customers pay less than the full 
rnst of S('rvicr and therefore other classific;ttions of 
customers must make up for the revenue deficiency by 

''Till, ,.,,, 11Hh1dn an H.4H l'"r ,,·nt ralc of rc1urn on c1pi1.1I 
ill\T~ln1n11 

'
0 ":\llo, at ion »I ( :osts hl'l\\rcn Rn;ubtor;-.luri\di, tions ;ind Cl.,""' 

of 1-'.kn,ic C:11,10111ns, Year IIJ7K, Estim;i1,·,I." Costs ,111d r;itcs of 
rcrnrn .ire frnrn 1hr drc11ir dq1;111111c11t, Pacific (;a, and Ek, 11ir 
( :0111pany. 221 
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p;1ying rn(lre th.111 full cost, for no lt111< h is free l11 the 
long run prier, ol i11dw11 i;il g"od, ;111d L11111 rnlllllHHlities 
and m;1rkups for distribution 11\llSt compcns;11r the full 
cost of doing busin<·,s, includinl'. the cost of electricity 
,tnd 1.;;1s. Tlin<'fof'(: lilrline and 111>1i!ikli11c r;1tc strnctun·s 
which sub~idizr household use of emTgy will lc;1d to 
higher prices for ntha services and goods consurncrs buy. 
"The rnst of this sulisidy will lw the indirect kind th;1t i, 
'hidckn in C\'ery can of orange juice ;me! !in] cl'cry sack ol 
potatoes, and co:1su11H.'l's llt\'lT know what is hitting 
them. '"17 Lawm;1kcrs and the state commission have 
hidden the rost of an inelTirirnt social welfare policy in a 
highly discriminatory t·nngy utility rate strnrturc. 

The rnmplcx gcnna! purpmc, no-cligibility-rcquire
mcnts lifeline policy of California ties together welfare 
and rnnsen·ation go;ils. But ;1s the qu:llltity of cknril'ity 
and gas to be pffcrrd at subsidized prices inrreasrs 
beyond a limit, welfare ;rnd conservation ol,jectivcs !)('gin 
to pull in opposite directions. 'Ilic \\clfarc cfkrt may 
bcco111c more l'i;1blc but a subsidized price fo'i' an 
increasing quantity of electricity will we;1ken or 
rnmplctely viti;1tc the conscrl'ation ohjcl'til'c. A "no
eligibility-rcquircments" lifeline plan is rnst indfo:icnt 
because (I) it results in income transfers to indil'iduals 
\\ho do not need financial assistann· and (2) m;rny 
ln\\'•inrnrne indil'idu;ds l'Xl'l'rd th('ir lifcli11c .illo\\'alH'l's. 

''l \ing rate structures f,>r \\Tl Lire purposes is using a 
shotgun when a riOc should be used. " 1~ 

l'uhlil' utility r;1te structun·s -'liould pcrform a trsourr<· 
:dl1H':1tion function; they should 1101 he a nw;111s of 
redistribution of inrnme. Social welfare should be 
provided for openly through tax ;rnd welfare assist;1nce 
pl,tns. The Lifl'li1H' Energy i\<t uf C:ilifllrni;1 h;1s mo\rd 
util1ty n,n1panics dose to qu;1si-wclfarc agencies. As 
Paul L. Jnskow observed:" ... the answer is not to set a 
spn·ial pri(c for !the poorj. but thrnugh tlw kgishtmc 
.• , to supplement their inrnmes ... and ir sol'iety's 
members decline to do the latter, rrgulatory commis
sions ,lwuld not do it f\\r them. For 11hcn we dni;1te 
from cos1-b;1,cd r;1tcs in pursuit of sol'ial objcl'ti1l's. we 
be[.'.in to distort t lie dfi1·icncy with 11 hicli 1TsounTs arc 

allocated hy gil'i1a; prire sil.'.mh tu cun,unH'f's 11hid1 do 
not 1,r,>jl(Th· rcil('( t (mt. " 1'' 

The rnst or the electric lifeline subsidy is shared by a 
hrt;e 1111111lier of n1storncrs. ll11t "as the cloll:tr 1',ilue of 
the likline sul,sidy C\\lltinucs to grow, ('Olll'lTil mer the 
li11;111ri,d burden 011 lthnej other n1sl01IH'f'S ;is well ;1s 
the distorti,,11 of consrnatinn-<·011,umption dcl'isi,ins will 
become llloIC sig11iilc1nt. ",o h,r J ')'"i(i approxi1n;1tcly 50 
per n·11t of I'(;& E\ rnidrnti:11 ckctric s;1les and 17 pn 
cent of hital systl'lll electric s;tlcs 1,ne at lifeline rates. 
And the lifeline sales :is a ptTn·111;1l.'.l' of tnt:il sales arc 
<'Xpcncd to trrnd higher .• \s nf lkrcmlHT I. l<J77. the 

1 '( )pi11i\l11 1,f { ~11nl!ni..,.,i('IH'ri.; \'l'rnnn I. .S1111 ~t·n11 ,111d \\'i!l1.11n 
S) llltll),, .Jr .• ( :,,1,1.,)J 11i,1 l'l "( '. I ln !\Ill)) :,.;\)_ K1,rnn. S1111 ~•·n11 ;111d 
Sy1w1n'I- t tHH u1 rt'd in 11:c I n111111i,,iun likli11c ;,Jl,I\, ,11H c di'\ i,ion only 
ht·t;111~t· it \\,l\ poli,y 111,111d.1t(·d l ► y 1hc '-LIit' ki.:i,l.11u1t·, 

1*Te:,.ti111qny Pl l'.11:I I .. .J(h~\ 1\\. ;1~>P1·l.11r pr llk,,t!f ol t't onoinit s. 
~Lt,• .. Hh11-...('ll, ln..,\Ht;tc,d lt·lLIHll,1\~) (~tlif,,ri,1,1 J!l'(:, J)n1,1un :\11 

li.'i~'i•i, p. KO 
1"'St·t' foot11,11,· 11' 
-'
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;1vtT,ll.'." syst<·m electric rat<· h;1d inrre;1sed hy 72 per rrnt 
;1hmT the ln1·I of.J;111u;1ry I, 197(1. This suggests a need 
for an increase in thl' lifeline l'lcctric rate to reduce the 
dollar value pf t hr lifeline subsidy estimated at S 18 I 
million ;is of I >crcrnlier I, I 977, for I'(;& E. n llut the 
majority of the California commission has postponed a 
decision on raising the lifeline rate although, as we have 
seen, the statute authori1cs such an increase for an 
energy utility company after rates for the system have 
risen by 25 per rent or more. 22 

An Incredible Lifeline Rate for Natural Gas 

When the commission allowed l'G& E additional 
rnenue in September, 1975, the comp;111y was not 
pnrnitted to i1H·n·asc r;1tcs for small quantities of natural 
gas supplied to residrntial customers. Therefore the 
lifeline rate for P(;& E n;1tural gas, Sl .42 per million Btu. 
is of Sqllcmher, I 97\ vintage. But at this writing. the 
wholesale price at which the company buys natural gas 
for retail distribution is SI .75 per million Btu. I lcnce the 
rornp;111y is ronstraincd to supply ·natural g;1s at a lifeline 
price below the commodity cost of service. '!he fixed cost 
associated with distribution of gas to residential 
customers is 55 cents per million Btu. Therefore the 
lifdinc rate of SI ..12 per million Bt11 for natural gas 
compares with full rnst of service of S 1.97 pcr million 
lltu. 

:\011lifcline rnTnur per therm of natur:d gas for 
suhsidi1ation or rcsidrnti;d lifelinc gas rnnsumption is 
less than the nonlifeline revenue per kwh of service which 
sulisicli7es residential use of electricity. Therefore the 
incidence of the subsidy hmdcn falls heavier in 
commercial and industrial billings for natural gas as 
rnmparcd with nonlifcline billings for electricity. 'l11c 
price of natural gas sold to commercial and industrial 
customers rellects this burden and therefore it has risen 
to a lel'cl at which it is no longer rompetiti\·e with cith<:r 
co.ii or fuel oil. 1\s a result, furnaces at some industrial 
plants have been ronvnted from burning natural g;1s to 
coal or fud oil of low-sulfur content. This leaves fewer 
I'(;& E industrial ;1('rot1nts ol'rr which to spread fixed 
cos1s ;111d l'ITlltllally th<' result will be even highn prin·s 
for natur:d gas in commercial ;md industrial uses. 
Curtailment of deli\Tries of natural gas to industrial 

:,"111 addi1ion lo thi, Jliklirw sulisidv of Sl81 million! 1hr1t• is a 
,11h,idy of "l'l'""'im:1tclv S"O milli11n d11r 10 tlr<' !rc,idnllial 
rl.1s-;ifir.1tinn of I'( ;8,. Et 11,t111ll<T.., I lwi11~ \t'nTd lwlnw co,1 of •wn irr. a'i 
r:tlntl,,1cd on a n,.,111hh ]"'"k (Tspon,il,ili1y l,;,sis. Tl11rs ti"· lof;,I 

s11lis11ly is S27 I rnillinn ( ll' tlll' l1frlin1· q11:11Hity :d,rn,t $10 to S.1', million 
i, tTl;1innl \\illiin lh(' rc-.idt·nli.tl d;1:---; ,11ul asM·,,rd ~11.~ain~I l u•Ho111crs 
\,hn c 1ffcnlnl tli(·ir liklint· ;dlo\,·;,nn·, •· Q1111tnl fro111 \\.illi.1111 ~I. 
( ;,dl,11.1n (st'I' l1111t1H1l1·] .)l 

::» rnidl'llli,tl ,.d .. , 111 tlw ltld111t·, :<ll'~o•v ,1ill d111111\ ,li:111· in 1hr 
nn1•,,,11y r.11t· i11111·,1,1· lt1,1t-.1d 1lu· 111:1jn1i1y n1n1i1nw, to 11111 tin· 
dn bior, off. if it i'i ;111 off-it'( ('.t'i«', lht· ,let i,ion Ltn~ua¼<" ,u~~<·,t,;. tht" 

n1111rnissi11n "ill trml thr p1ohll'lll in 1l1t· 11111111· in a l(<"ll<'t ,ii LISI'. If iii~ 
a ,:1·n1·111 1.,,,·, ii i, ,111(,:•·s\l'II 1h:11 \S(' will h,11,dk t l1t· prol,]1·111 in lht' 
[1111111' i11 ,1 I ·"'" r,,,. ,I I'·" ( i, 111.11· Ill iii! y. Thi, '"" l(lllll' Ill) ;i11d 1111 Tl1 is 
hul ~ p.1v,in~ li.i'i ~nt to s;!np, B1 icfs \\TlT filed on 1h1'i issue in 1od~,y \ 
c1,-i·. l1 i-.. i1H·,1 1on,dil(' to l lo,t· down tl1i'i in\T,ti~.11io11 ,,11iHHll 

pi oridin~ .in ;up.,\\Tl'. '
1 

( '.011,n1t·ntary of di,"it·111 i1u.,: { :..Hnn1i,'.'-irnu-rs 
\\'illi.11n S1 11H>11S, _Ir . :111d \'l'rn1111 I .. S111r~1·11n. ( :;ilif11rni;1 l'l '( :. 22? 
l>ni,i,111 :,..:.,, KHi,Si, C.,se i's,, 1J'l8H, April ·I, ]'FH. ,,,,,, 
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u1st<m1ns durit1l\ willtcr ,,·;1son shn1t;1~(·s will thrust an 
illne;1,ed Lmd(·Jl f(lr ( <11:1pn1s;1tilll~ li,t'd ( o,t, 011 tlw 
nonlifelinr usns ()f natur,tl gas. 

In brief, th!' ~1ilhidy to lifeline 11S<T~ of n;1tmal gas 
appru;icl1t·s i11n('(Ll,ility. For l'C,\ E, ('Oc;t-of-sen·ici· 
studies on the peak month basis i11t1ud11ced into a 1978 
rate case sho"· lan(c i11d11s1ry p.iying r;1tcs for na1t1r;il gas 
which eq11.itc to a 42 per cent rate uf rct11rn. \\lll'reas the 
company's r;1te of return on natur;d gas sales to the 
residential cbss is minus 2 per rent. 

Ostensible nation;d and state policy is to urge or 
ro1npd nrns<·rvation in the \ISl' of fossil h1l'ls. But in 
I'(;& E snl'in· territory, 1-c,·e1111c rnntril,utcd by ('Otll• 

mercial and i11d11stri;d users of 1utmal gas s11lisidi1es a 

lifeline pril'e liclow tlw cornp;111y's ('otllllHHlity rost. 

Gil'en this hefty subsidy for a lilt-line allow;111rc, the 
residential customn is cnrnuraged to indulge in wasteful 
consumption of n:1tural i.:as. 

"Lifdine, ;1s administrrcd by the co1111nission ma
jority, has m;1de a shambles of ration,d prites'for energy 
in Californi;1 Runaway lifeline now costs 011e-halfbillio11 
dollars a yc;ir. The exprnse Lills hc;1\'ily 011 t hl' 
man11Lict1l!Trs, l·om11w1Tial enterprises, ;111d bnntTS who 
produce in Cdifornia. " 21 

No Significant Corrdation between Income and 
U5c of Electricity and Gas 

In 197.\ !'(;&E ;1nah,cd pa11erm or rknric and g;1s 
rnidcnti;d us;1l'.e by low-inrnrne custornrrs in the 
rnmpany's scn·icc tn 1·ii.iry. The l ') 7 J study was based 
on a sample of 4.(Jl4 t;:i., and 4.Sc,O electric customers 
identified ;1s "Ill\, inrnn1t·" by use pf l l'11,11s data. The 
~alllplc inclt1dcd l,,1,-innirnc tustonH-rs in 5-1 counties. SO 
cities, and 182 census tr;1cts. The rct·ordt"d monthly 
11s:1['.<" of rln tririty and ['.;JS of e;1d1 customn s;1111pkd fur 
the prior t\\'O years was analyzed. 

In the lby area sample cities (11' Berkeley, 0:1kbncl. 
Richrnm1d, S;1 n Jose, ;ind San Fr;1nci,n1 t lie winter peak 
month consumption of electricity by low-income 
i ndi\·id u,ds ,;11nj>leJ exceeded sysie111 ;11cr,1gc peak 
month con,1111111titJ11 in thml' ,.1111c ~;1rnpk cities. In this 
area, the s;1turatio11 r:1tc for cln tri,· l t·ntral heating is 
extremely lo\\'. 

.-\n:J!y,is "UL'.[.'.C:sts n 1111plrr11cnt;1n' cx1,hn:1tions for this 
hi1.;h winter pnk month use of eknricity by low-innnne 
i11di\·id11:ib. llut ,, l1.1tn·n th,· n·.1,ons, hiw-i1Htllllt' 
indi\·idu:ils s:rn1pkd rc:iclinl hil'.h ,l\t'Lll'.l' pe;1k month 
In-els or use (lf ckriri('ity. cx,ecding the syst\'lll city pr;ik 
;J\'('?:11.;c ll,l' by nmsidn-:,!ik 111.1n;i11s. 

The higher than S),tern a\'erage ratio (lf /imk Wt' 

,l\'n:1gc u,t· for ln\\-it1cPrn1' i11di\'id11;1I-; s;1mpkd suggests 
th:1t they are inue:isinl.! their \, inter (1r sumlll('f 
( t ► 11,11111111i,,11 t,! dt·d11, ity by jliilji.il ti,,n;1trly _..;rc;1ttT 
q11a11titics tli:111 ;i1c syqcm usns in the Ii\(· J\;1y ;in-.1 
wint<'r peak cities n·krrnl to alio\'(' ;llld in the thrtT 
s111n11H'I' pe;1k Ccntr;il 1.tliry cities of lL1hnslldd, Fre,1111, 
and Stockton. 

The eknric ;n·nag<· l,q,;1city f.1ctDrs ~.\CF) of an 

20 

energy 111 ility 's customer are the a n;dog of the company's 
nH-:1,111Ts of it~ load factors. ·nwn· arc two ACF's for a 
customer: (1) the ratio of average month usage to the 
pPak month usage and (2) the ratio of the minimum 
nwnthly m;1ge to the peak month usat1;e. A comparison of 
the ACF's for this eight-city subsample with those for the 
system showed that for each of the Bay area and Central 
valley ritics enumerated the ACF's for the sample were 
lower than those for the system in those same cities. 

These findings lead to the conclusion that the 
low-income indil'iduals sampled ha\'C a very high usage 
of l'lel'tril'ily for a f(·w months ;rnd a sharply lower us;ige 
for all other nwnths. They inrrcascd their use of 
electricity sharply in response to seasonal variations in 
the weather, and therefor<' their inrrcased demand tends 
to be on peak, contriliuting to need for additional 
generating and transmission capacity destined for 
inefficient (low-b·el) utilization for most of the year, 
reducing the system load factor and raising cost of 
serl'ice. Thc~e findings suggest that a peak responsibility 
price for lo\\'-income indivi<luals would be justified by a 
rnst-of-service stancbrd of pricing and that subsidized 
ratrs tend to encm11·age inefficient and wasteful use of 
electricity and gas. Other things being equal, over time 
nH-rgy utility rn~1on1ers will respond to a higher total bill 
for rln·tril'ity and gas by decreasing their demand for 
Sl'l'\'JCe. 

Only two of the eight citit's and one rnunty sho\,ed 
highl'r a,cT;11.;e monthly consumption by the sample 1h;111 
by the system. But CP111pari111.; avcra1.;e u~e of electricity 
and L;d, I,; the low-income sample with the s,·stcm 
;ivcr,H.:e Liils to produce meaningful results because 
\·,1ri:1tion, in usage acrw,s the I'(;& E system arc buried 
in thr averages. 

Therefore frequency distributions of usage of clec
t ririty and g;1s by the sample and hy the system were 
cle\'cloprd to test the low income-low use hypothesis. A 

comparison of frequency distributions of the eight Bay 
;11t-;1-Crntr:il v:tllcy l'itics s11bsa111pll' with the city-system 
month electric usage leads to the conclusion that 
suhstant i;il tlltlllhn-s of low-income customers use large 
qu,rntitics of electricity, although larger percentages or 
r_r.,1c111 customers arc in the outer u~;1ge intervals than 
s:tmple ru<;10111t'l's. The average lllonthly us:1ge of 
elcctricitv in the Bay area is 300 kwh. Nearly 50 per cent 
of low-income sample customer months exceed that 
;11cr:11,e in e,Trv !lay ;1re;1 city except ~:in Fr,111cisco. In 
Central v,1lley cities the average monthly consumption of 
ekrtricity 1s (,()() kwh. ln IL1kcrsfield and Fresno, 20 per 
cent of the low-inl'oll\<' n1stonwr months exceed this 
(>Oll-kwh avn;1gc. Furtherniore. it was found that 
s11list;rntial n11m!wrs pf low-income customers also use 
l.irgt· q11;111tities of electricity 011 an annual basis. The 
l'r,·,1\1,·11, y dis11ihution of dcl'lririty co11>1m1ptio11 by 
111011th for a tr11-rn11111y s11l,s;1111pk indi<.-;1tcs that 
l(1w-i11(·ome s;unpk us,1ge in th,; l\:1y area counties is 
~1r.1tt·s1 in wi11tt-r \,ith l.irgc 1111mlwrs of ruqo111<-r 
months in i11tcrl';i!s above GOO kwh per t~rnnth. In Centr;1l 
1;illcy <·ountics low-income sample us:l!._:(· is \cry high in 
s11nmH-r pc:1k months. 

h,r rnr;tl ;1n-.1,, the low-inco1m· s;1111pk freq11c11cy 
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di'lri!J11lion 11,u;ilh· h:i, ;1 hitdwr pe1lc111:1L'.f' of, ustnmcr 
1110111l1 tot.ti, in otrtn ldmk i11t,-r\·,tls tl1.i11 tli.it lt1r tl1c 
sy,tcm f1rq11<·n(y di,tribt11io11, This ol,s('11·atio11 111ay he 
cxpLiincd 1,y tl1c 1:rn-rg1· .. 11,inl( effect of inferior quality 
hmhi11g orrupil'(I I ,y lu\\'-inru111c indi1 idu;i Is. 

In brit'f, frccjlJCllC)' distributions for thc systnn as .i 
v:liole ;111d fur the ,:tlllple indicate tli;it suli,u11ti;tl 
llllll:bt'IS of low-inco11w s;imple n1sto111er IJl()(l! hs ;ire in 
the Putn us;n;c in1cr\';1k A ,tudy cornpktcd in I <)77 

conl1rms the fi11d1n~ of the I'(;&: E I iy-;.1 .in,dysis of 
consumption p;ittnns of low-innm1c constirrn-rs. 2' ' 

A Lifrlinl' Allowance for Air Conditioning 

Basic nerds are rcbti1e, not alJsolutc. 111 a soril'ty 
cli;ir;1etni1rd by ;1 nsing stancbrd of li\'i11g, 1hc 1·onn-pt 
of 1,asic needs is lOntinually expanding. Is 1101 a11 
unc;;itisfied dem:111d for :1ir runditioninL; ;1~ li:1sic ,1s 1hat 
for ,pace lic;itillt,) ,\rlditiom to the li,t of h;isi(· fll'('ds 
wne innit:1hk. 111 1()77 the Californi;1 lrL;isbture 
extended the scope pf lifeline policy to include air 
cunditioni11~. The t.;01·(·rnor vetoed the ;1ct, ;ipp;11c111lv 
with the unders1;111di11L; that the rnmrnission would of its 
own ;ircord order lifeline rates ;ind quantities for air 
conditionirn;. :\s ;1n1icip:11ed, un :\pril ·I, 197i1, the 
commission. by a .1-to-2 rnte. ol(kred el('( Irie utilities to 
determine lifeline ,dluw.incn f,ir .tir conditiorwrs to 
permit residcnti;il end usns to 111:ii11t:1i11 a l!'lllJll'I ;1tt11 (' ()r 
85 d<'u:r('cs in ";1ppropri:11c c li111:1tPlo:,ic.il :111·.1, 
Lil<'ii,w \\ill I>!' l'Xtrndt'd t1J i11rlt1dr ;1ir t(l11rli1i"11i11 1.( 

during 111,,nths of :-lay thr<>u~h ()( t<ll,cr liy .i 

cnnip:rny-hy-( 0111p:111y .ippro;11 has ;1pplic;1tio11s for r;1tc 
innt',l'('S ;in· C\lllsidcr('(I.'' 

Elert1 ic utility rn:np;rnies \\ iii encounter lorn1id,1hlr 
admi11istr:1tin· pro!Jlcms in extending lifrli1lt' ;1l!m,.11H·cs 
fm ll'sidrnti.tl t·11d-11srr ;iir c,111di1io11i1n;. It I\ ill 1,t· nt'( t·s

sary to rstimate the appropri:1te allo\,;tnri·. ii ,111y. of 
electricity for :iir n)nclitinnin~ durins surnrnn nwnths 
anPrding to type ,if cquiplllcnt (w;itn nH>ln. ro"111 ,1ir 
condi1ioncrs. u-ntr,tl ;1ir rnnditionin1.d :ind clirn;1tc; <' g .. 
ro.1s!;il, modcr;i1dy hut. !tot, and rcry iitlt. Custornns 
\\ill li:11e to lie su11e\Td to cleter111i11e qt1;ilific:1tio11 for 
the ;1ir-c,1nditi"11i11!-': liklinc :ill,,\\.tllCl'. II t!te rn111111is•,io11 
onins ;i lifclint· ;il\,;1, :inte ;idcqu.itt· for opn;1tins central 
;iir-cPnditic,nin'-'. equipment. it will br w tlH' fin;11H i:tl in
terest of customers to rl.iirn a ( cntral ;1ir-n,11ditio11ing .ii
lo,., ;rnn· 011 \,·l1ich t,i opn;itc a 1,1t,111 ;1ir u>11ditio11tT. 'll1t· 
hc:in· burckn t>f 1crif1·i1w: chi'rn, fpr suhst.1111i:d qu,111-
tities of ckctri<. itv f,,r air co11ditil111i11g :it ,uhsidi/t·,i 
prices would he thrust on m.111;H-':t'llll'lll ol Cllt'lg\ utility 
comp;rnws. 

Adding lo the Summer Peak-load lh·mand 

One of IIH' ll\(),( st, ikin.~ di,clo,utT, of the stt1dy by tlH· 
rate drp:1rtnH'lll Df l',H ifir C:1s and Eln tric ( :omp;my 
,,·;1, th:11 Dn the ,ll'na~e the ratiti of pc;1k use tD :inT:tl(e 

:i•• l 'h,H ,\\ tn i"! I,\ \I/ I{( ,alrn1i.d I '.It-\ ti ic ,111~i l '·"' l · •,1·1 .... " I !1 !1 k ,111d 

L,,id~e. Inc. rq,on for l',Hifi, (;.,., ;t11d l.lnl11\ (:,,,np.,11y. 
~-p1n11lic-r, I 1l·,1 7, 
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11,e /,,r the s;unpll' of low-inco111e custo111crs was hit.;licr 
1h;i11 th:it for the aw-ra~c end use rcsidcnti,tl customer of 
the electric ~ystcm as a whole. ·This higher than aH·ra1.;e 
peak to a\cra~c use ratio for the sample of low-income 
custD111t·rs 1\·;is ohsencd in su111mcr peak service 
territorirs of San .Josr ;md rities ;111d towns of th<' San 
Joaquin valley. The inference dra\\'n by the investigators 
is th,1t there may be a rising air-conditioning saturation 
rate for low-i1w11rnc inclividuah as in1-rco1sing n11mlwrs of 
used room air conditioners and water coolers arc priced 
within their me;1ns. In possession of low-income 
households, these electric inefficient air conditioners lend 
lo ht· opcratcd in1cmivcly d11ri11i.: w<·athcr-srnsitiH: peak 
dc111.ind hours liecausc heat penetrates dil:ipicbted 
ho11si11~ due lo inadequate insulation and decrepit 
rrn>fi11t.;, 

Offerini.: an addition.ii lifeline allowance for air 
conditioning is likely to accelerate its increasing 
,;1tura1ion rate and le;id to nct'dle peaking, :\ lifeline 
;dlo\\'anG' for :iir ro11ditioni11g will perform a welf:ire 
f1111ctiorr hut sacrifice conservation. Subsidizing weather
se11,iti1c 11sc of cltTlricity for operating air-ronditioning 
cq11iplllc11t can lie expected to accelerate the need to 
exp:tnd the r!cctric system at rising capital cost per b,· of 
new capacity lo meet summer peak-load dern;ind. This 
.i,,u111cs tit.it mer time co11su111crs will respo11d 10 their 
l<Jtal hill for electricity hv usi11g mo,·c at sulisidi1cd prices 
tli:in they \\'()llld if thn· \\Tl'<' hilled for tlw f1tll rn,r of 
('l1Tlric sl'n·il c . . 'tl'i( t ;1dl1t·1 enn· lo a co11sn\;1tio11 1.;o:d 
Sll~l.;('StS a pe,tk I (',j)()llSiliility price for 11,c ur air 
conditioners durilll; critical hours of summer peak 
dc111and f1,r elenricity, 

Lifeline Allowance for Life Support Equipment 

1 In its 1\pril. I '!78, or dcr providing t h;1 t a ppropria tc 
lifeline allowances he determined for air conditioning, 
the state comrnis,ion ,dsn extended the scope of lifeline to 
inrl11dl' clcctriri11· f()r opn.iting life s11pport equipment 
such .ts kidney di:tlysis machines and iron lunt~s. The 
lifeline allo\,,lllce for this kind of device is 10 be 
dctcrrninrd by the servicing utility romp,1ny on a 
rase-by-c;isc h.1sis, rnnsidcring t•stim.itcd k1d1 for a 
month\ opn:1tio11, 

An Open Category 

The ro1111111ssio11 ,1ssertecl that it h;1s power to 
designate lifcli11e ,tll\>1,;rnccs for electric and gas usage 
other tl1.111 those specified in the Energy Lifeline :\ct. 26 

The rtlllltllissio11 has ;ilrc.idy extended a lifeline policy to 
telephone and water service under its general authority 
to rq.:uLttc public utility pri,·(·s. 

Rur;tl resident, of C.tliforni;1 who pt1111p wdl wait'!' 
nn11pl.1i11 tit.it thrrc should l>e a lif(·lir11· ,dlow,11H·c for 
cledricity put to this use. But the <·0111111issio11 {so for) 
h:1s excluded dornestic well pumping from ;1 likline 
allow;rnte 011 the grounds th.it the typic:tl resicknti;d end 
user of clectricitv and !(:ts does not pump water. I lowen:r 
the m.ijority opinion st;1ted that "we will in future r.1te 
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pro(tTdin~s rnmidn j]ikli11c !or p11n1pirn.; 1,·;11er) 11hne 
si!;nific.111t 1wrd liy rw;1,111itT~ n·tci1·i11i.; s11111 sn, it'c is 
dcmor1str.itnl." Rc.iso11;dilc 1/l't'r,1g,· lifcli1w ;illo\\';lll('<' for 
p11mpin<.; 11:itt'I' 1~·011ld lJ(' p1:it'ticilly impossible tn 
cktn111i11e l1cc:111sc the elfftric power requirements v;1ry 
with d1·pth of the wl'll a1,cl type of pump used, 

l'rrssurc l,y cons11mn ~roups to extend the scope of 
lifeline to :1dditi,,11;il th•·, is ;11c;1sqn;1blc <'XIHTtation, For 
example, ,, liy cxclt1de rl<>i hes w;1shim: 111;H hi11cs from a 
lifeline allowance? And why exclude dot hes dryers 
during winter months when clothes c;mnot be hung on a 
linr to dry in th<' fn·sh ;1ir:' 01H'<' 10,t 4 1/'ll'itr as tlw 
st;111d.1rd for pricim: is :il>a11<l,111ed, co11<-essions to a 
ncb1ilous 1Cl'l(ims111 seem to be nearly limitll'.ss, 

"l.ifcli11c" h;is co1ne ;1 long 11 ay silll <' it w;1s proposed 
to the ( :;ilif,11 nia crnnmission by Ldw;ll'(I I .. Bli11nw, 
presidrnt of the Utility L'.s1·rs Lc;1guc of C,difornia. 111 
1%8 the commission app1t11Td the st.1tr's first lifeline 
rate; it w:1s a "low-co,t /11nit,·d .1onn· telephone line for 
senior C'itilt'l\5 and shutins to Us(' to die( k on carh other 
and summon emergency as,istancc lwlwn ncedcdj."27 It 
is a long lc;ip from this .1/itual pw/•01r tdcphonc 
appliration to the complex gerHT,d purposr, no eligibility 
requirements, of the En(-rgy Lifeline Act of 197S. 

Policy Hccommcndation and tonclusion 

:·t:.11irurni;i l'l'<:, ll{'(i,iot1 ,'\o. 7-1'!17, i« "" l':11il« '1.-lq,h. & 
Tdn;. Co., ,\1,pli, ,Ilion ;\o ·1'1142 

the altnnativc to wi:lfarc utility rate designs most 
frequently s11ggcsted, But energy stamps would com
pound familiar problc'rns generally enrnuntercd in 
adrninistering food stamp policy. '111<' most expeditious 
way of rnping with the impact of rising cost of utility 
service on low-inrome people would be through 
appropri;1tc adjustment of 1\'elfare p;1ymcnts provided for 
under exiqi11~ lrgislation. The California Department of 
Brncfit Pay111rnts alrc.1dy has a staff of nl'.arly 35,000 
workers who determine eligibility of applicants for 
assistance und('r l'arious state welfare programs. 

In lirirf, soci;11 welfare shrn dd he provided for openly 
through tax and wrlfarC' progr;1rns, \Vdfare assistanc<' 
should nut be concealed in a highly discriminatory 
CIH'l'fW utility rate design. !{ate structure should not lw 
dt'sign<'d to acromplish a welfare goal. 

Subsidizing the cost of insulation and roof renewals for 
low-value housing wo11ld remedy causes for hkh 
Wl'.;1thcr-scnsitivc demand for electricity and gas by 
low-in('ollle individuals, lly contrast a lifeline subsidy 
perpetuates the unsolved problem of individuals lackinl( 
the nH-;111s for improvements which could conserve 
energy. Tht· hroad•r,rnge conscr\'ation objective should 
be acrnrnplishcd by use of the techniques of load 
111;111ag1·n1c11t. Tyin~ wdfarc and conservation go;ds 
to1.;ctl\t'r in the ralt' strul'turc is cost inefficient beca11,e 
many low-ill(oll\e individuals consume hrgc qua11titi<'s 
of electricity and g:1s and others receive unneeded income 
tran,fns. 1'11lilic utility rates should be based on cos! of 
st·nicc, fflr 011cc cost ,iustilic;1tion is alianduned, thcrc 110 
longer is a standard hy which to evaluate pricing. 

Energy Quest 

22 

The search for energy need not nlways be a somber affair. It may be fun - If a new game called 
"[norgy Oucsl" is tt10 way it is done. Tho grnno challenges players to generate as many kilowatt
hours of electricity as rossible before an "oil embargo" strikes and ends the game. Designed to 
portray a national energy scenario that is In a constant state of flux, the game permits budding 
entrepreneurs to test t:ieir talents in the dovclopmont and management of their choice of nine dif
ferent energy sources. 

Pi::iyed on a b0Jrd rerniniscont of the familiar Monopoly board, Energy Quest is concerned with 
appro;:iciies to energy sites which are available for purchase and development. By utilizing the sites, 
which rnngo from mines 10 oloctric power generating stations, the players face the task of syn
chronizing vJrious efforts and proclucir.~ energy in the ultimate form of electricity. A medium of ex
ch_-rngc (money) is provided and the player who can prudently accumulate enough money to carry 
him over some of tho rough spots wl11le continuing down the road to successful ventures has the 
l1t·'.0t cti,inco of corning out i1 winner. 

Wh:it t,1onopoly is to renl ostato, Energy Quest rm1y becorno to tho world of energy enterprises. It 
incorporates operations in uranium, coal, oil, natural gns, and geothormnl, wind, solar, tidal, and 
nucio:ir cncroy into a gnrno forrnn! slmulc1ting tho trials and trihulntions of tho contemporary energy 
mcna. 

With oncro-1 c111 c-vcrmore prominent topic in tho news and in the public consciousness, it may 
have been inevitable that someone should attempt to translate tho exciting world of energy produc-
tion into a liDtit c1nd onjoyalJlo form of ontortainrnent. Weldon Productions, Inc., of Columbia, South 225 
Ccirolina, hn,, done that with Energy Quost. 
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~e!fare ~ml ~onser~ation Objectives 
in Electric Rate Des~gns 

by Albin J. Dahl 

The era of low cost energy has ended. The contemporary 
prohlcm of the high cost of energy cannot be solved short of 
a major hreak-through in eneq_.:y-rclatcd technology. Rcp1-
latmy comrni\sioncrs and their staffs, lawmaker5, and 
spokespersons for consumer groups expound proposals to 
mitigate the impact of the high and ri,ing price of electricity. 
The policies suggested may be classified under the broad 
headings of load management, conservation, and ref</rm 01 

rate schedules. 
This article is limited to a revinv of innovative ratede~igns 

for residential use of electricity, i.e., rate schedule reform 
in pursuit of twin goals of ( I) providing for the residential 
consumer's welfare and (2) cons('.rvation in household use 
of electricity. Our purpose is to make policy recommenda
tions in the light of Florida's experience with an inverted 
residential electric rat_c design and California's Energy 
Lifeline Act. 

71,e ChaJ1ge from a /)cm•ming Cost lndmlry to lnCTcmi11g ( ·osts 

I The price of electricity for residential use rose by 34.8 per
cent over the 20-year period ending in 1976, while the Con
sumer Price Index (CPI) rose by 102.3 percent. This com
parison, showing that the cost of electricity for residential use 

.• rose only about 1/3 as much as the CPI for the 1957-1976 
;l period, underscores the significance of rule reductions for 

residential and commercial customers which became effective 
over the years 1957-1970.Thcsc reductions arc explained by 
economics of s,·alc, as larger and more efficient generating 
facilities were built and by ernnomies associated with extra 
high voltage transmis,it1n lines and interconnections among 
electric systems. In brief, until ahot1t 1970, providing electric 
utility service was a long-run dccrc.ising cost industry. Rcsi
drntial dcctric rates 1 declined from 2.56, per kwh in 1957 
to 2.Hk per kwh in 1970, a decrease of 18 percent; com
mercial rates declined from 2.4·1¢ perk wh to 2.0 I~. a decrease 
of 17.6 percent O\l'f thr same period of years. Industrial 
rates were virtually unchanged. 

But suhsequcnt to 1970, sharply rising capital and fuel 
costs could not be offst't by .1dditional economics of scale or 
by further cost-reducing innovations in technology. Electric 
utility scrv1ct has btcomc a long-run incrca\ing rn~t indu~try. • 

I Albin J. I ).i!il 1, 1'1 of,"01 uf Fcon,>nlll', in 1 he i..'t,lkge of Busim·,~ 
J\dmin1,trJti,111, lln1\c1,11y of 1\nad.1, Reno. · 

• r-1 n1e prrri,rlY, 111 tn Ill\ nl 111i,·1 ,1 rcono11\ln, l he 1ndmtr:, lnng·run 
ro,1 func1i,n1 l1.1s ,hilled up11.1r,h. 

2 /\'n·wla Rc•1·icw ol !J111i11.-.u ,\ /:'co110111in 

The aver age cost of con~tructing efficient size base load 
generating capacity increased from $200 per kilowatt (kw) in 
1970 to $600 per kw in 1976 and the cost is estimated al 
$1,000 per kw by 1985. Thus the capital cost of expanding 
an electric utility to serve a rising base load has tripled since 
1970 in this highly capital intensive industry. 

According to the Federal Energy Administration, $3.47 
must be invested to yield a dollar of annual sales of electricity. 
This compares with 67¢ per dollar of annual sales for the 
automobile indu~try. 2 

The cost of fossil fuel for steam generation of electricity 
increased sharply after 1970; the percentage increases are 
as follows: 

·oil ......................... . 
N.itural gas ..... , ........... . 
Co.II ......................•. 
Average for fos,il fuel ........ . 

I ncrrasc 
1970-l 975 

40:1 percent 
176 percent 
177 percent 
252 percent 

About 74 percent of the nation's generating capacity is 
fired with iossil fuels, and fuel averages approximately 25 
percent of the total cost of steam generation of electricity. 
The rise in the prices of fossil fuels has increased the cost of 
steam generation of electricity, on the average, by 63.6 per
cent (25C0 of 252%. the average increase in the cost of fossil 
fuel). 

In view of these soaring capital and fuel costs, it is not 
surprising to find that from 1970 to 1976 the price of electri
city for residential use rose faster than the cost of living 
index. Residential electric rates rose by 64.3 percent, 1970-
1976, while the CPI rose by only 46.6 percent over the same 
period. The percentage increase in rates for rcsidcnti,il use 
of electricity would have been even higher had it not been for 
the policy of rcg-ul;itory commissions in most jurisdictions 
to apply the highest percentage rate increases to the in
dustrial classification of customers. 

The Price of Electricity Varies by Area 

Table I lists bills for 500 kilowatt hours (kwh) of clcc:
lricity in residential use for July 1977. The amount of these 
hills varies from $10.50 for Seattle, Washington, and $14.70 
for Nashville, Tennessee, to $53.47 for New York City. 

Seattle benefit~ from low cost hydroelectricity from gener
ators installed in dams al Federal multiple purpose water 
prnjects. A municipally owned electric di\tribution system 
also rnntrihutcs to low cost electricity. Nashville is served by 



T11hlt I 
Electric Bill, for Sdntcd Cities 

~ K ~ h lk.,iJrolial 

' 
Lk-dik Bilh 

City f(1'July, l'Jn -----------
Atlanta, GA $18.82 
Baltimore, MI) 24.8J 
BPston, ~1:\ J Ull 
Chica~o. IL 22.82 

Cleveland, Oil 26.20 
Dallas, TX 21.% 
Denver, CO 18.55 
Detroit, Ml 25.59 
Kansa, City, MO 24.56 
l.os Angcks, CA 24.77 
Miami, FL 22.66 
M inncapoli,, 1'1 N 25.5 l 
Na~hvillc, IN 14.70 
Ncy,ad.:, :-;J 32.S0 
New Orkans, LA lJ.78 
New York, NY 53.47 
Phibdelphia, PA 28.15 
R ichmon<l, \' A 30.31 
Rochester, l'/Y 23.71 
San Fran,isco, CA 19.31 
Seattle, WA 10.50 
Tucrnn, Az 29. 70 
Reno, NV 22..\6 • 
La~ Vegas, NV 15.31 • 

--------------·-
Source: llilh Rep,irtcd Monthl1 on FPC Form 3-P (FlcL·tric Bill 

I 
Data for U.S. Bureau uf L1bor Statistics), "l·l'C ~,rn ,," 
Aug. 12, 1977, FcJual !'<mer Co11111fr,,ion, W,1',hington, 

D.C. 

•Calcula1cd(run1 rain f'Wvidcd by i\'e.·ada I'11h!ic Sal'i«· 

Cum111i,5it111 

the electric system of the Tennessee Valley Authority, a 
public corpvration fin:1nced partly hy the federal govern
ment. The co~t of ckctricity is highest in J\iew York City 
because Consolidated hli,nn, which serves New York City, 
has two di,timt cost d isad I an\ages: (I) J low load factor (i.e., 
very suh~t:intial execs~ generating capacity in off-peak 
hqurs); (2) its stc11n grncr;1t()rs arc fueled with oil, the highest 
priced f1h,il fuel. DiCkrcnccs in appro,1ches of rcgulatnry 
commissions in ,ctting rates contribute to the geographical 
variations in the price of electricity. 

lnnoi•atfre Residmtial Nate Designs 

Public utility commissions in seven states have been 
persuaded by ref,,rmi~t philosophy to adopt some form of an 
inverted rcsidcnti;d rate schedule, i.e., in \\hich the rate per 
kwh rises as quantity of electricity comumed increases. The 
inverted schedule is predicated on the notion that residential 
consumers will he constrained in their me of ekctri..:it) if 

'

rice they must pay per kwh rises as quantity consumed 
ascs. llence it is urgucd that an i11vc1sion will induct· 
ervutit)n in residential use of electricity. 
1rthcrnwn:, acC\)rding to (11\'rnnrnts, the invertt·d 

residential rate dc,ip1 cnntributcs to S()cial justice ht·c,usc 

relatively small quantities of electricity are sold at the lowest 
rate of the schedule, thus permitting consumers to buy elec
tricity for basic needs at the minimum price. But this social 
justice ( or welfare) argument subtly assumes that low-income 
consumers u~e small quantities of electricity. As we shull 
see in our discussion of a "lifeline" basic allowance of elec
tricity for residential consumers, low-income households 
often use rather substantial quantities of electricity because 
of their "stay-at-home" lifestyles. The minimum rate of an 
inverted rate schedule does not compensate full cost of pro

viding service, and therefore consumers who use large amounts 
of electricity arc subsidizing the small quantity customers .. 
Tinkering with rate designs of the kind reviewed in this 
article shifts the burden for contributing revenue for energy 
utility service from one group of rate payers to other groups. 

An lmwted Rate Design in Florida 

In July 1977, when the Florida Public Service Commission 
issued its order allowing Florida Power & Light Company 
additional revenue, the commission inverted the company's 
residential rate schedule. The inversion was designed ( I) to 
promote social justice by discounting the price of electricity 
in residential consumption up to 750 kwh per month, and 
(2) to induce conservation of electricity in residential use 
and rrst rain rising peak load demand by charging a premium 
(or penalty) rate for electricity consumed in excess of 750 
kwh per month. llo\\Cver residential demand for electricity 
in excess of 750 kwh per month for operating air conditioners 
held steady· even at the premium price. 

The service territory of Florida Power & Light includes 
much of the southern part of the state and in summer months 
nearly half of the company's residential customers would 
rather pay the penalty rate for electricity consumed above 
750 kwh per month than forego the comfort of air con
ditioning, a necessity for some, but indispensable for others. 
Indignant customers complained that the penalty rate had 
raised their bills to a ridiculously high level. Apparently 
nearly every household possessing air conditioning equip
ment uses more than 750 kwh of electricity per month in 
a hot and humid summer peak load service territory. The 
conservation-effect of the penalty rate was small. A spokes• 
man for Florida Power & Light said that "inverted rates 
will tend to exaggerate seasonal swings in the company's 
earnings and revenue by inflating electric bills in hot summer 
months, when many [residential] users consume more than 
the 750 kwh limit. .. "3 A study by the public service com• 
mission indicates that in August, 47 percent of the company's 
customers exceeded the basic allowance and paid the penalty 
rate. 4 

But the welfare-effect of the inverted rate schedule 
apparently was substantial, for a study of electric utility 
residential customers of Gainesville, Florida, indicates that 
low income households do not possess air conditioning 
e4uipmcnt; therefore, an all\1wance of 750 kwh per month at 
a di~cnuntcd price would be adequate for this group of rate 
payers. I >uring the summer months in southern Florida, one 
grnup of residential consumers, generally those with air 
conditioning equipment, paid a price for electricity which 
more than compensated the full cost of the utility service 
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and thtrchy suh,icforcl the electric bilh of anotl11:r pour. 
The Public ScrviL·c Cnm111i:,,inn and the rurnpany arc 

under fire. A law ~uit has been filed in the ll1ow;1rd County, 
Florida, Circuit Court cha·llcnging the legality of th,· inverted 
rate ,trudurc on ground:, that it is <li:,c1 imin;1tury, in vio
lation of the State Constitution.) The court is aske<l to 
disallow the invcr,iun and order Hori<la Power & Light 
to rdund "o.cc,sin: ch;11go" alkgcdly paid by some of its 
customers. The company is a defendant although manage
ment opposed the inverted rate <lcsign it was co111pcllc<l to 
accept by order of the commission. 

In Florida, the welfare effect was working for households 
not using air conditioning equipment; but the conservation 
effect did not work very well. ln hot, humid weather the 
demand for electricity to power rc:,idcntial air conditioners 
was strong even at the premium price. Households with air 
conditioning subsidi1cd prices for those who used less than 
750 kwh of rlc:ctricity per month 

ln\'erted rate schedules do not satisfy the criterion of 
fairness to consumers and this is one of the reasons why 
inver,ions wrn: rcjcucd by the Wisconsin Public Service 
Commission in 1974° and by the California Public Utility 
Commission (PUC) that same year. If one consumer pays 
less than full co,t for a supply of household energy, someone 
else must make up for the revenue deficiency by paying more 
than full cost, for no lunch is free. The staff of the California 
PUC explainc:d that: 

the immediate inversion of rates would [offend] the foll,,wing 
... prinripks of rate dc\ipi: ( I) they ~hould not he dis, ri111i-
11ator_1: (2) they should lead to \t;1t,k rc\-cnue; (J) they should 
pronwlc an clticicnt al!th.:ati(ln <'f rnourccs. thu\ Ji,cnuraging 
wasteful use of energy; (4) they should retlcrt a sense of his
torical continuity. 7 

But in 1975 the California Legislature adnptcJ a /(feline 
policy \d1ich compels the PUC to adopt an inverted rate 
schedule for residential users of electricity and gas. 

The Lifeline ConCf'pl 

The lifeline concept is that a minimum basic allowance 
of household energy should be supplied ;11 discounted rates 
und that rnmumption ol clc:ctricity and gas in quantities 
cxcc:eding allowable limits should be billed at higher (non
lifclinc) rates, continuing from the quantity rc.ichcd by the 
lifeline limit. The likltne concept is much more compre
hensive th;111 a simple in\'rrtcd rate schedule, as in Florida. 
When a state adopts a lifeline policy, basic allowances are 
spc,·ifird in detail; furthermore, in California the Energy 
Lifrlinc ,\ct fro,c rcsidcnti:11 lifeline rates at the prcvaili1 _: 
lc\'CI (sec: below, our case study on California's Lifeline Act). 

Lifeline allowance~ arc under consideration in a number 
of states.~ In Florida, one muniripal electric utility is experi
menting with a lifeline rate for the identifiable elderly poor. 
Similarly in Maine, a one-year test of lifeline rates for the 
idcntifi:1hlc elderly poor has been rnmpklcJ. The results 
of the tot prPgr.1111 will he 1cportcd to the legislature for 
consideration before c11ac1ing any rate reform legislation. 
In Ohio an e,,pcrimcntal lifrl111e dectric r.11e schedule for the 
idcntif1ahlc elderly poor is being tested by lucul regulatory 
authnritic~. 

4 ,\'('\'(JdtJ /fr\'it•11· o( /J11.1i11c.u ~'< Eu1110111iD 

(icorgia has adopted ;i modified version of a lifeline rate 
dc~ign. llcsidential cmtorners arc billed for their total use 
of electricity at one of twcl alternative rates, depending on 
the quantity of electricity used; large quantity users pay a 

higher rate than low quantity consumers. For at least one 
major electric utility company in Georgia, the large user 
residential rate is inverted on a seasonal basis to manage 
the load in summer peak demand service territory. 

Lifeline legislation is being considered in Alabama, 
l·lorida, Illinois, Indiana, Michigan, Minnesota, New Mexi
co, Oregon, South Carolina, Utah, and West Virginia. 
Lifeline rates are being considered by the state regulatory 
commissions in Colorado and Pennsylvania. 

Puerto Rico has a lifeline allowance for all residential 
consumers of electricity. 

California is the only state which has enacted a very broad 
lifeline act providing for basic allowances of electricity 
and gas at discounted rates for all residential end users 
irrespective of financial status and declaring that scarce 
energy resources must be conserved. Again we find the 
familiar twin goals of welfare and conservation. 

California's Energy Lifeline Legislation 

Section I of An 167, the Miller-Warren Energy Lifeline Act 
of 1975, which became effective January I, 1976, states 
that "light and heat are basic human rights and must be 
made available to all people at low cost for basic minimum 
quantitics."9 

The meaning of "low cost" is indicated by the provision 
that "the lifeline rate shall not exceed rates in effect as of 
January I, 1976" and that 

no increase in the lifeline rate [,hall he authori1cd] until the 
average system rate in kwh or cents per therm has increased 
25 percent or more o\'cr the [level prevailing on January I, 
1976 ]. IO 

The California Public Utilities Commission, which is 
charged with responsibility for implementing lifeline_policy, 
interprets the latter provision to mean that after system 
rates for electricity and gas, excluding the lifeline rates, 
have risen hy 25 percent above the J,111uary I. 1976 level, 
the commission shall have discretionary authority to deter
mine a11 appropriate new level for the lifeline rates. 11 llow
ever, the history of the legislation and ils prt·amble imply 
that lifeline quantities of electricity and gas shall be served 
at rates below system average cost. 

In determining basic domestic minimum needs for elec
tricity and gas, the Energy Lifeline Act directs the PUC to 
consider only the following five residential end uses: ( l) 
lighting, (2) cooking, (3) refrigeration, (4) water heating, 
and (5) space heating. To safeguard against wasteful use of 
household energy, the Legislature imtructed the PUC to 
ascertain the smallest quantities of electricity and gas, for 
the five uses specified, required to maintain health and a 
rcasonabk lc\'cl of comfort for an average residential end 
user of energy. The nverage user is defined by the PUC as 
"a family of four people, living in a five-room, 1,000 square 
foot, well-insulated, single family dwelling unit." 11 

The lawmakers reference to a need "to encourage con
servation of. .. energy .. .'' and to "minimum energy needs" 
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mandated that the l'IJC 1i1t1'>t \tri1,grntly dctnminc lifcli11c 
allowamn.1 1 It i\ nutahk th;1\ the \l,ttutt 111.ikcs 11,1 prn
vi,ion for lifclinc allow;1nces of electricity in various Ctllll-

'

placc rc·,idrnti;d rnd U\e\, e.g., air conditi,oning. \\'•.·11-
ping, dot hes \\ a.,h1ng and drying, d1,h wa,hers, tek

>n, garhare di,posab, etc. Apparently these omissions 
intentional f(jr a, we have already seen, lilcline energy 

policy i, dc,i!mcd to :1chicvc a mca,u1 c of con,crvation in 
the use of rnergy. 

Jmplementi11g the Lnagy Lifeline A ct: Electric and Gas 
Allowances. In October, 1975, the PUC required electric 
and gas utilities with all or p:ut of their service territory 
in California to estimate minimum energy needs in each of 
the five categories specified in the Lifrlinc Act; in estimating 
energy needs for space heating, the utility entities were 
instructed to rccogni,c climatic variations. 

Prior to adoption of the lifeline policy by the California 
Lq;islature, management of electric and gas utility com
panies had no need for data on end uses of service: e.g., 
whether a hou,chold is e4uippcd with an electric or gas 
range, the quantity of electricity or gas used for cooking, 
the quantity of electricity needed for adc4uate household 
lighting. Because this kind of information is fragmentary, 
the respondent utility entities coulJ only estimate lifeline 
quantities. The PUC held hearings to consider the adequacy 
of lifeline estimates by ut:l1ty management and considered 
commi~sit,n "1aff recommendations. 

The ne::()tiatcd lifeline allowances for electricity arc 
tabulated bclow: 14 

I. Lifeline Al!m•uncrs for 
Electricity End t:ses 

Basic allowance for li!,'.hting, 
cooking, and refrigeration 

Water heating 

Space heating. Winter, 
No\. l - Apr. 30: 

Zone l, mild 
Zone 2, t,mpcratc 

l!nmrtered li11its 
Single Family of Multifam!I) 

11\Hllings StructUies 

(in kilo"utt hours ptr month) 

240 kwh 

250 kwh 

550 kwh 
800 kwh 

190 kwh 

200 kwh 

330 kwh 
480 kwh 

Zone J, cold winter 1120 kwh 675 kwh 
Zone 4, Ycry mid winter 1420 kwh 850 kwh 

The PUC adopted a statewide set of four climatic ,ones 
and the lifeline allowance of electricity for space heating 
varies with the 1.one, as tabulated above. 

The three type-; of lifeline allo\\anccs, basic, water heating, 
and ~pare hc;1ti11g m;iy not he rnrn1i1i11p,lcd; ca,·h is a separate 
allowance. 1 he water heating allo\,anre is provided only 
for hou,d10lds \\ ith electric water heater~; only housc.:holds 
equipped with an ckctric heating system qualify for the space 
heating electricity allowance. 

The Pll(' abo determined lifeline allowances for gas for 
cooking, water heating. and space heating; the allowa111:c for 

l c latter\ ;irics with d1mact11.: ,one a., ~cen 1n nc.\t column: 1, 

The lifeline gas allowances cannot he commingled; each 
s a separate allowance. Only hnuscholds with ga~ fired 

equipment qu.dify for the gas water heating and ~race 
heating lifcl1ne allowances. 

Slni;:lr Family l>wtlll11i:, or l\1tltrcd 
\!nit\ of l\1ulti-unit Compltxcs 

Cllm~tk 7.onr (thrrm, prr 111011th) 

\\later Space 
Cooking II eat in~ II eating 

I 6 20 55 
2 6 20 80 
3 6 20 115 
4 6 20 140 

One problem, unsolved at the time of the PUC's interim 
order on lifeline quantities of·energy, is that natural gas 
is supplied to most areas of California but not all. Where 
gas is available it is used for space and water heating by many 
residential rnstomers who cook with electricity. 

Since in this interim pha\c, no method was found to identify 
users [who have access ttl gas but cook with electricity] our 
lifeline clcctrici1y q11an1ity will. .. duplicate the allowance 
for cooking [provided for] in our lifeline volume of gas. 16 

Therefore some residential users have received a duplicate 
cooking allowance. 

Most residential end users consume more than their 240 
kwh per month lifeline basic allowance for electricity and, 
therefore, they pay an inverted nonlifelinc rate for the quan
tity consumed in excess of the lifeline ailowable. The clecr 
tricity allowances for water heating and space heating are 
more adequate. However in California, except for a rela
tively few rurnl areas where natural gas is not available, 
water heating and op;1cc heating arc fueled with gas. 

Our critique of lifeline policy deals with electricity, but 
with slight modification, the same analysis applies also 
to natural gas. 

Would a Reasonable Lifeline Allowance Help Low In
come Groups.'Thcre arc indications that reasonable lifeline 
electric allowances would provide a windfall increase in 
real income in the form of subsidized electric bills for many 
pep;ons of substantial wealth and income. But many low 
income persons, whom lifeline policy is designed to assist, 
might be paying more for electricity. This anamoly is ex
plained by low corrcbtion between levels of household 
di,posable income and quantities of electricity consumed. 
The use of household energy rises with income, but there 
arc many deviations from the trend. This observation has 
been confirmed hy studies in TV A service territory and in 
Phoenix, Arirnna. 

A study of electricity use· patterns of residents of various 
income levels in the service territory of Tennessee Valley 
Authority, TVA, showed that a lifeline policy similar to 
that adopted in California would increase the electric bill 
for 29 percent of the low income families and lower the bill 
for 49 percent of high income households. 17 

Similarly, a study by the National Economic Research 
A~sociatcs on the effect of lifeline minimum quantities and 
discounted rates in Phoenix, Arirnna, indicated that the 
cost of electricity would increase for 37 percent oft he house
holds in the poorrst section of Phoenix and decrease for 
from 261."c, to 32% of the consumers in the most afnuent part 
of the city. 18 
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The effect of contra,ting lift:s1yks on the use of household 
cnert!Y is a plau\ihlc explanation for the findings of these 
studies. Residents of moderate to substantial wealth and 
income probably dine out f1cqucntly; travd and recreation 
away from home fit into their lifestyles, and therefore they 
find it easy to confine their use of eb.:tricity to the lifeline 
allowance and benefit from the discounted rate. 

But the intended welfare assistance to low income people 
is only partially effective, for they tend to u~i.: rcla: ·cly 
large quantities of electricity and gas because large house
holds and the elderly often adopt stay-at-home lifestyles. 

JJencjits to Owners of St'cond /lomes. A lifeline policy 
was not intended to aid owners of ,econd homes. But lirdine 
allowances arc allocated to each dwelling place, and there
fore fortunate persons can divide their allowances among 
two homes, each occupied intermittently or on a seasonal 
basis. If the allowances arc high enough, it may be easy to 
stay within these limits al each lncation and there may be no 
incentive to conserve household energy. There arc approx
imately 116,000 second ho1m:s serveJ by Pacific Gas & 
Electric Company. 1q 

The California portion of Sic'JTa Pacific Power Company's 
service territory is in the Tahoe Basin rc~ort area. According 
to the 1970 U.S. Census, there were 706S primary resi<lential 
units in Sierra Pacific's California Tahoe service territory 
and 91.15 second horncs; of the total of l(1,20J residences, 
56 percent were secondary homes. 

A study by Sierra Pacific m.:asurcd the shift in the burden 
for contributing revenue to owners of primary residences 
in a recreational area. In 1977 the company\ data processing 
department analyJcd 25,254 rcsidrntial accounts in its 
Tahoe, California service territory. Of the 25,254, 53 percent, 
or 13,417, were primary rc~idcnccs, and 4 7 percent, or 
I 1,SJ7, were ~econdary homes. On the basis of a sample 
of 1.5 percent of the company's California customers, it was 
found that the average annual me of electricity by primary 
residences was 8100 kwh and 4()00 kwh at ~ccondary . ~i
denccs. /\ revenue Lkficiency of approximately $556,200, Jue 
to subsidin:d prices for lifeline 4uantitics of electricity used 
at second homes, \~as calculated hased on rates fikd with 
the PUC in February, 1977.'0 This revenue deficiency must 
be Ct)ntributcd by the company's California custon'crs who 
use ckctricity in quantities above lifeline allowances. There 
is no hasis in equity for shifting the financial burden from 
those who own second homt:s in the area to those whose 
primary residence~ arc there. Ra•.c payers whn\c prirn:ipal 
dwellings a1e in the resort area subsidi,c electric and gas 
service for second homes l)CCupicd part-time. 

Natural g;1s service is provided hy South Tahoe Gas 
Company in Sierra Pacific's California \Crvice territory. 
Thcrdnrc an c,timated 9135 owners of second homes ser
viced with hPth electricity and gas in this Tahoe area also 
hcncl11 l11111\ discounted pric(.'~ fpr ;1 lifeline allowance of 
natur;il gas. 

Rc\idm!ial /,aruflords am/ ,\!111ta-.HctNcd Apartments. 
I he ~lalulL' t,·qu11L', dctc, 1nin111r a l1klim' all,mann: lor 

carh rcsidl'ntial rnd user or ckr1rir1ty and gas rather than 
for each rcsitkntial c11.110111cr: by thi~ choice of the words 

end mer. the lawmakers rccogni1ed that many residential 
accounts of utility companies arc those of master-meter 
landlords whose rents compensate the cost of electricity and 
gas used hy tenants. Examples of landlord accounts include 
(I) the owner of an apartment complex providing a laundry 
facility and including cost of electricity for its use in the 
rent; (2) space heating master-metered hy the landlord who 
is compensated by quoting rent which includes heat; (3) 
master metered porch and hall lights at apartment com
plexes. Landlord accounts of the kind enumerated do not 
qualify for lifeline allowances and rates. 

But lawmakers intended to allow lifeline quantities of 
electricity and gas to tenants of master-metered apartments. 
Therefore the statute provides that lifeline allowances b~ 
applicable to each unmctcrcd apartment an<l the allowancei 
arc c111111tlativc. For example, if a master-meter landlorc 
operates 500 apartments, his lifeline basic allowance is 19( 
kwh per month multiplied by 500, or 95,000 kwh. The allow 
ances arc lower for unmetcrcd units of multihouschol< 
structures and complexes (for electricity, 190 kwh instea< 
of 240 kwh), on the assumption that typically these unit 
arc occupied by one or two persons and provide less that 
1,000 square feet of living space. 

In hricf, each master-meter residential landlord is givei 
a lifeline allowance of 190 kwh per month multiplied b: 
the number of apartments in hi~ complex; hop('_(t1lly, he wil 
pass the cost-advantage on to his tenants in form of !owe 
rents. This may be an heroic assumption. Thus the PU< 
declared: 

prc,umably the Lcgislalurc thought that lower lifciin~ rates 
would be pas,cd on 10 the ultim~te utility u,er through lower 
rent, ... Therefore if[masler meter) landlords find it necessary 
to raise n:nts to their tenant~. it must be for some reason other 
than gas and electric rates heing charged to them by utilities 
regulated hy this Comrni\sion.ll 

It is possi hie that landlords of large apartment complcxc 
might find it to their advantage to provide electricity to thei 
tenants ;11 a commercial rate and disregard the potcnti:: 
bcncifts of lifeline allowances. 

The lifeline legislation, as implemented by the PUC, offer 
master-meter residential landlords an inducement to sul· 
meter their apartments. For submctcrcd apartments, th 
lifeline ha~ic allowance is 240 kwh per month, 50 kwh pc 
month highn than for ma~tcr meter apartments. Renters l 

subrnetcred ap;irtmcnt~ arc billed for electricity and g2 
by the utility company providing the service. However lh 
240 kwh per month allowances arc cumulative for the apar 
mcnt complex. If the landlord operates 100 submctcrc 
apartment~. the complex is allowed a lifeline of 240 kwh p, 
month x 100 or 24,000 kwh. If renters use less than 24,0C 
kwh in' any month because of "away from home" lifestyle 
vacations, or if there arc vacant apartments, the landlord 
hall lighting and o\hcr services account will be billed at tt 
lifdinc rate for the lifeline allowances not used by his renter 
In terms of our illmtration, if tenants ma gro11p use on! 
20.000 k wh oft heir basic a llowa nccs in any 1110111 h, the lant 
lord's domestic senice account will be bilkd at the lifcli1 
rate to a maximum of 4000 kwh: any quantity in excess t 

4000 kwh would be billed at nonlifclinc rates. 
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.\ummary and ( ·011cl1Hio11.1 

l.:t\t summer the 1·101 ida Public Snvil't' Commission, 

I
. ui.rinr i1 rn;1jor ekctri,: utility company to U\e an in

re,idcntial schcduk, a,,umed that a penalty rate 
restrain the demand for electricity to power air con

ers: apparently the conservation clfcct was small. 
But in other ~ca~ons 7:,u k\1 h of re,idcntial elcctricitv per 
month, priced at a rate hck,w full nht of ~t:r\'ice is likely 
to induce wa\tdul use of electricity. inasmuch as it is esti
mated that 80 percent of the utility company's customers 
will not consume at the penalty rate during the winter season. 
Welfare an:J rnmi.:nation goals can be achieved by means 

, of nn inwncd rnte dcsip, prnvitkd that only a ,trictly limited 
quantity of ckctricity l\ (,!fcrcd al a suhsidited price. But 
we have ~t·en tl1at many low income hmhcholds eonsumc 
relatively lar):'.c quantities of electricity and w,iuld tend to 
consume service into the range wlH:re the penalty rate ap
plies, and other households would receive unneeded income 
transfers. Therefore tying ,1elfare and conscr\'ation goals 
together in an in,crtcd r;1te schedule i, nist-inefficirnt. 
Finally, as the quantity of electricity to be offered at a sub
sidi1ed price increases beyond a strictly defined limit, welfare 
and conser,·;1t1on obj1xtin:s begin tn pull in oppmite direc
tions. ·1 ile welfare effect becomes more viable but a sub
sidized price for an incrc:1sing quar.tity of dectricity will 
weaken or rnmpletely ,itiate the nrnservation ohjective. 

"Lifeline" has cnmc a k,ng way since it was propo,cd to 
the California Pl•C by Edward L. Blincoe, presidrnt of the 

'lity Users League ol California. In 1968 the commission 
roved the state's fir,-,t lifeline rate; it was a ''low cost 
itcd sa:·iff tckphom· line !or ~rnillr citi,cns and shut-i_ns 

use to check on each othc·r and summon cmngency assis
tance [".hen 11ccdc<l]."" lt is a long kap from this s1•ccial 
purpose telephone application to the complex r,cncral 
purpose, no eligibility rc:quircments. of the Energy Lifeline 
Act of 1975. 

Inverted rate designs and lifeline have the same objcc:ti\Cs 
in common, viz., pro\ iding for social welt are and conser
vation of rnngv rcsou:n·,. As our discussion sugrc,ts, 
provision for lifclinl' ;illo\1ancc, is a more comprchemi,c 
procedure than merely dcoigninµ an invcrtl'd rate schc,lulc. 
Our critique of i1m:rsinth alsn appiic~ to lifeline. 1\dcquatc 
lifeline allowances will rc,ult in inC()mc transfer~ to indi, i
duab ,1lh> dn 11,lt nn·-i f1n;mci:1i ;\,:.i:,Lwcc. anJ h:yund a 

limit rk al\(1w:rncc ,,ill ,1c;d,en the conservation effect. 
Stud il's to 11 hich rclnc11cc, ha1 c been made, 1 i,., i11 ·1 VA 

service tcrr1tury, l'lilll·ni>., ,\rihir,,1, ;ind Caillls1·illc, Fll>rida 
indicate th.it the lifeline approa~h to wellarc is extremely 
cost-inefficic11t. ;\ pproximatdy 35 pcr\,·cnt o! the l,l11-111crnnc 
housdwlds would pay mnrc for elcctricitv under a hypo
thetical liklinc pulicy tested in 1\10 of the arc.is studies. In 
the C,:iincs\ilk '-lud,· :is pnc·rnt ofthl' rniddk income hlH1Se-

1
1lds itH:ludi:d in .. the \'.lmplc WOllld rccrivc an unneedi:d 
come transler. \ 1,111~: 1atc ~tructurcs lor s1K1al wrlb1c 

urposes is U\i11g :1 sh,1lg11n whrn a rilk should he used."l 1 

Comrni\\ioncts Vcrrwn Sturgeon and William Symons, 
Jr.. L'(>n,·urird i11 the l'l !(' lilrlinc a!lnwanre decision only 
because it was hased on policy mandated by the State l.cgis-

btu1e. l.ifclinc rates arc ,ubsiditcd hy nonlifrline residential 
rail's and hy n1m111ercial and industrial cu,torners of energy 
utility companies. ·1 hcrefore "[much of] the cost of this 
suhsidy will be the indirect kind that is 'hidden in every can 
of orange juice and [in] every sack of potatoes, and con
sumers never know what's hitting them'."14 Lawmakers 
have hidden the cost of social welfare in a discriminatory 
cnnµy utility rate structure. 

Issuing "energy stamps," analogous to food stamps, is the 
alternative to welfare utility rate designs most frequently 
suggested. But energy stamps would compound familiar 
problems generally encountered in administering food stamp 
policy. The most expeditious way of coping with the impact 
of risin~ eost of utility service on low income people would 
be through appropriate adjustment of welfare payments 
provi1kd for under existing legislation. The California 
I >cpartmcnt of Benefit Payments already ha~ a staff of nearly 
35,000 workers who determine cligihility of applicants for 
assistance under various state welfare programs. 

In hricf, social welfare should be provided for openly 
thrnugh tax llnd welfare programs. Welfare assistance 
should not be concealed in a highly di~criminatory energy 
utility rate ~esign. Rate structure should not be designed 
to accomplish a welfare goal. 

The conservation objective should be accomplished by 
u~e of the techniques of load management, i.e., minimizing 
tluctu:1linns in demand for electricity over a 24-hour period 
and over seasons. ·1 imc patterns in the use of electricity can 
be intluenccd hy imposing a penalty rate on consumption 
during hour~ of peak demand and a discounted rate for off
peak use. The combination of a penalty and a discount is 
designed to induce users of electricity to shift part oi their 
demand to off-peak hours. Also various nonprice techniques 
of direct control to shut-off air conditioners and water 
heaters for 15-minutc periods on a rotating basis have been 
developed to curtail the use of electricity during critical 
hours of ,,·cat her-sensitive peak demand. 

/·i)(>l/lfJ//'J,' 

1S1.1tistics on electric r.itc, arc ha,cd on Tahlc 45-~. Sta1i.Hin1/ !'car /Ju,.Ji 
of 1/ic /.'let Irie (.'tilitr /11dw1rrft1r /1)76. 

:statistics arc ha,ed on "Flc.-tric Rale Reform," Coni:rr.uio,wl Qiuirrcrlr. 

Mnrch '.'6, 1'177, pp 543-5-17. 
l/1,r Hall S1rt•1·1 Ju11ma/, Nov. I, 1977, 

'II-id 
'1h,· Wall Srra1 Journal. Auf,. JI, 1977. 
•fie \fodi,011 Go,,~ J/cdric Com{'<1111·. 5 l'UR 4th .14 at 42. 

'Gcnc,ic Rate C1'e, Deci,inn ~n 85559,Ca,c r-o. 9~04, 1974, p. 21. 
Rcprdinµ an elftcicnt all,,c:ition <>f economic resource,, the following is 
nntahlc: " ... the amwcr is not to set a special price for [the poor], but 

throu~h the l.q,i,brnre ... lo supplement their incomes ... and if society's 
mcmhtrs decline to do the latter, rq;,ilatory cornrni,sion, ,hnuld not do it 
for them. For when we deviate from co,t-ha:-cd rates in pursuit of social 
ot>ic,ti1e,, 1;c br~:n t,1 ,li'1nrt the cfficirncy with which re,nurcc, arc 

ullnrntrd !,y g,vin,: pr,rc ,i,:nal, to l'onwmcrs which du not properly rrfkcl 

rn,t." lc,timony of lk Jo,kow, l'UC l>ecision No. 85559, p. im 
'11.i,nl ,,n ··statm nf R,1tc Structure Innovation, hy Srntcs." Sept.. 1977, 

puhli,hcd hy hliv,n llr,tm ln\litu1e, New York Ciry. NY. 

•Sec l(a) A"emhly 1h11 11,7 1s un al'l addrni,: Sec 7W to the l'uhlic 
lll1ilt1c, Cndc, app1n1cd hy the (iovernor ol C.11,forn,., on Sept. 2.l. 11/75. 

ll'i111,·r 1977 7 
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''1l'cblic l'tilities Code, Sec. 7J9(b). 
11 [)l'ci,inn ;--;o. X555'), Ca,c No. %(}1, (icnrric c;,•,c 1mr,1i~ating electric 

u1ility rate structures, Californiu Public Ut1lit1cs Commi~,ion, p. 7J. 
1l()cci,,on >,o. 86087, Ca,c No. 998~, Calilornia l'Ul'. p. 11. 

'-'Ibid. p. 8 
"Source: //,id., p. 30 
risourcc: Ibid., p. 56 
''Ibid .• p. 38. 
"Jo,cph C. Swidkr, Analy,is of Part VofTitk I of the National Energy 

Act (11.R. 8444), July 26, 1977, p. 15. 
11 Nat,onal rconomic Research 1\\sociatcs rc,carch report on lifeline 

rates in Phocni.,;, Arizona, Elauical Wu!., McGraw-II ill: July 21, 1975. 

The same conclusion, i. c., that the lifeline rate strurturc does not accuratdy 
identify lo¼ income ronsumers, was drnwn from a studv in Gainesville, 
rlorida, hy William E. Roth, "\lino-data M,·,"111c1ncnt of Rc,idrnti.il 
Rote Rc~tructuring," /'11/,/ir Utiliri,·s fortnii:hrly, Jun. 15, 1976, pp. 28-34: 

N1•1·11da /frl'ic11· of /Jwinl'.u ,~ Frn110111ic.1 

"The lifeline rntc, if implemented for the ... homes [in the (iaincwill 
sample) would result in the 5 middle income home~ with low comumptiP 
levels rcrci,ing unwarranted inrnmc transfers. The two low incom 
home, with the lnrgu consumption kvch would receive little or n 
henrfit from a lifeline rate ~tructure despite their justifiable need. 

••Drcisi,rn No. 85559, Ca~c No. 980-1, California PUC, p. 75. 
10The study and its rcsulls arc presented in testimony of Jack ( 

McElwec, Supervisor of Rntes nnd Regulation, Sierra Pncilic Pow, 

Company. 
l 11)ccision No. 86087, Case N,1. 9988, California PUC, p. 10. 
11A telephone lifeline rate was first nuthori,cd in Decision No. 749! 

dated Nov. 8, 1%8 re l'acilic Telephone application No. 49142. Quote 
from l'lJC Decision No. 86087, p. 7, footnote 3. 

1'Quotcd from testimony of a witnes, for San Diego Gin & Ekctr 

Company, PUC Decision No. 85559, p. 80. 
1'0pinion of ('ommissioncu Symons and Sturgeon, l'UC Oedsi1 

No. 8W87. 
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California Rate Experiments· Lifeline 
Or Leadweight? 

By WILLIAM SYMONS,JR. 

F 
msT, what h:1-ppened to utility rate rq;ubtion in the 
Golden State? l 1ntil 197S, our utilities had rate 

s truct urcs indist inguish;1hlc rrom those in all Qt hrr 
states. The central feature of these rates was the 
derlininl.( hl<llk - whirh, despite innumerable mis
informed contentions to the rnntr;iry, was rooted in rnst, 

rather than antithetical to it. Nor \1erc such rates 

I "promotional" - they merely ;dlocatrd cm-rgy ac-
-cording to the best cost. supply, ;rnd demand projections 
available at the time. As a matter of poli( y. 
cost-of-service rates also held cross-sub,idization among 

- customer clas;;es to a minimum. To the extent that any 
class overpaid, it was business rather than residence, 
since the former normally paid a hi~her rate of return 
than the latter. 

California Begins Marching to a Different -
And Ver)' Peculiar - Drummer 

1\ll this lin:;1n to change \'t'I'}' dr,11llatically in 1975, 
when sc\'eral reform-minded people were appointed to 
the California romnmsion. 

WIiiiam Symons, Jr., is a member 
of tho Colilornia Public Utilities 
Commission. Ho served as presi
dent of the commission during a 
two-year term bog,nning in 1968. 
Prior to being appointed lo tho com
mission, ho was a mornbor of tt10 

Coiifoinio stoto sonoto. Comm!s
si0ner S), :nons has ser\ u•j os a 
momllor of ::1c c~ccut,vo co:nm:ttoe 
of tho N utional Associat,on of 
fk·IJulQLJry Util1:y C0rnmi:;~Iunors 
s,nco t9({l and during tt10 same 
pcnoJ t;c r,.s llc•L•:1 one of four slate 
mcmL,ers ct P.:i~t, of tho t~;\RUC
Fedrral Co1nmun,cat,ons Commis
sion Jeir 1t boJrd s. 

OCTOBER 26, 1978-PUBLIC UTILITIES FORTNIGHTLY 

The California reform program, which made its 
tentati\'e debut in that year, and continues to the present, 
has several key features: 

"Striving to Better, Oft We Mar What's Well" 

-A-ing I.tar, I il' 3-17 

For tlu last se11tral yrars, the rate design ex/wi111mts car11l11cird 
by thr Calrfnmia P11bl:'r L'tilitifs Commission hm,e rtceil'ed 
rx/raardinanly fmwable /wsi. On/_y reccnlly, as the consequmas 
of those n/1a1111mts hm·e btg1111 lo 111atniali::r has that roz·trage 
beg11n to changt - mosl notably in this maga.:ine. -which 
rmntly /1/lblishal /11•0 articles highly crit1ral of California's nrw 
rat( S/Tllrlllrt. * 

It has been my good fortune In serve 011 the Calzfnrnia 
commiSJior1 for /11•0 /ams -s/1mmi11g /ht 12-ytar /irriod fm//1 
7967 lo 7Y78, This exprrience has gim1 me a J1rrs/1rrtii1e rr1joyrd 
by fewu al/II fewer of my co1111terp11rls - a chanre lo sa firsthand 
not only how trarlitin1111l rrg11lation 11•orJ.rd, b11/ also the 
cnnsrq1101as of 01·erthrn11•ing it to mat the s11/1/)(}.ml rx(i:mrirs of 
tlu llrn1·e Nrw ll'orld of /1t1rrw11ml rtm11rct s/l(}r/agrs. 

I hacr lll'O m1So11r for 1niti11g this artirlr. 011e is lo share the 
!t.uf)/1 I hal'f lcmwd m•er lht last lll'dl'f years. The srcond is lo 
corm/ !hr mirror1a/1tions lt'hich still rmwi1111/NJIII /JTNIJt~}' u•lwt 
hm h11/1pmrd in Cnhfnmia. Some of u•hat I hal'l In say will 
i11(l•ita!,/y r,'j,ml /10i11ts made l/1 the /lvn arlirlts al!llll,·d lo wrlit'r. 
My goal is lo 111i1111/11::r rnd1 r,J1t'liti1111, ll'hilt /1ro/lirli11g a 
dzffnml, 11/1-/o-d1111' /1as/1rcliz-e, and coructirrg !he 111i11or errors 
ccmtawl'd 111 tlu r11rlirr ro11m1m/11rifs. 

•"l'tili:, fbtc, under 1iic N.1tio11;il l·'.ncr~y 1\,1, (./_11" 1'0,/11.'" by 
lhnid I R,·,·d, 102 l'1•1111c l!ru.nffs FoRr~1n1tTI.\' l l.J11ly 20, 1978; 
"C.ilil,i111i.1\ l.ilrli,11· l'.,ii,y," by i\llii11J ll:ilil, 1112 1•,,11111: l 1tllllllS 

!-'llRll>l<,1111\ D, :\l\0,(1\Sl Jt, l'l:H. 

1) l.ift'/111t -- I will not discuss the history or 
mechanics of this program, as they were very ably 
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covrn:d by 1\ll,in J Dali! in the 1\ugust 31, l <J78, issue of 
this m:1g:1,inc. l wish lll('J'dy to correct OIH' lllisL1kn1 
impression crc1ted in his pit'Cc: that lifeline was imposed 
on the< ummission by the k~i,lature. 'Jliis isl rue only in 
the most formal sense, in that we do have a lifeline law. 
But the story of lifeline did not begin or end with the 
ln;islaturc, for the commission had begun irnplc111c11ting 
lifeline months before the iegisbture acted. ~loreovcr, 
two of our l1C\\Cr commissioners lobbied f,ir the lifeline 
bill, and later took much of the credit for its passage, 

I lowr1Tr, considerations as to th'e re~! origination of 
lifeline fade in significance when compared lo the way in 
whi('h the rnmrnission administered the program. 

' 
Not waiting for the bw to be cffccti\'c, the commission 

created its own lifeline quantities and rate design in a 
grneral rate hike ))('ginning in the f;ill of 1975. Since the 
statute called for the comn,ission to freeze the rate for 
lifdin<' use until system a\'C'r;1gcs rose at least 25 per cent 
abo\'c J;muary 1, 1976, lcvcls, this premature imposil11•n 
of lifeline h:id ;1 "double-dipping" effect and ex.iggeratcd 
tlw irnp.ict of the frcue. i\lorcovcr, the l;iw tlllpowcrrd 
the commission to raise lifeline rates once the 25 per cent 
ceiling was pierced. ~ly ai;enry unfortnatcly chose not to 
exercise that power. Lifeline rates for Pacific Cas and 
Electric Cornp:rny customers, for example, remained 
frozen and e\'rn fell slightly while system a\'rrage rates 
do11/iltd. 

.Since "California lifeline" is not limited only to the 
ddcrly or to the needy but is universally applied to all 
residential users, this type of grand irnpkrnent;11io11 
caused a massi\·e shift in 1-c\·e1H1c load from reside1"ial 
users to customers in the a[.(ricultural. commercial, and 
inoustrial classes - exceeding half a billion dollars 
annually. 

The shift has bernnw so severe that a substantial 
volume of energy is delivered at less than rnst. For 
example, in PG&E 's most recent general rate case, the 
company gas department witness reported residential 
customers paying a nel.(ative 2 per cent rate of return, 
while brge industri,tl rnstomers were being required to 
pay a 42 per rent rate of return. Selling energy to 
residcntials at a dead loss ran be a tremendous burden 
wht're ri·siclrntial sales ;ivrr;1ge one-third to two-filths of 
total sales. 

2) Flat mu/ lmn!td Ra It's -- The C'ommission 's lifdinc 
propo\al combined with and comple111t·nted a program 
to ll1ttt'll and inl'crt rates. In 111idsum1n(T, 1977, the 
commission suddenly inverted all natural gas rates. 
l{csidcntial use was divided into five tiers. Thr first and 
rh<';tp<'st was lifeline. The middle thn'l' l<'atured rharges 
which rose with usr, and the fifth was a penalty charge 
fm suppusrd wastr. Th<' l·om1110dity ! hargr for 
c·om111t'l'l'i;il ;111d industrial ust' \\ as s1·t ;11 a pritr ~lightly 
highn than the highest rcsidrntial or prn;dty tirr. 

Tlir uJn1111i,sion is no\,· e111lia1 k('(l on a S<Tll'S of 
drrisions to Oattrn dcrtrir rates, Thr lirq of thrsc 
conn·rning l't ;& E, \\as i,sucd ScptrmlH'r 6, 1 <J7H. 
Subsequent dcrisiom affening the rrn1ainin1; ( :;1 lifornia 
utilities c;m be cxpe1 tcd in liH' nc;1r fut111c. 
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3) Timr-n/-doy Ra/ts - I hal'e no objection in l'rinciple 
to this sort of r;1tt· reform, since it is an extension of the 
cost-of-service principle. I object most stn·n1wusly, 
however, to the way this concept has been implemented 
in California, 

Time-of-day rates based on costs would identify those 
customers most responsible for the peak and charge them 
for the higher costs they impose on the systrrn. In the 
main, this would mean higher residential and com
mercial charges, and lower or unchanged industrial ones, 
since this is the pricing which corresponds most closely 
to peaking costs. 

Unforlunately, the Ctlifornia rnmmission decided to 
go about the whole thing backwards. It imposed 
time-of-day rates first on the very largest users, those 
whose demand exceeds 4,000 kilowatts. We arc now in 
the process of extending those rates to those in the 
1,000- to 4,000-kilowatt class, and some thought is being 
gi\'Cll to extending coverage to users with demand over 
500 kilowatts. 1 lowcver, this last extension is many 
months away at best. Through the whole prou·,s the 
residential class has not only remained unaffected but 
has even had its use at systern annual peak encour.iged 
by means of a new lifeline allowance for air conditioning, 
How the commission reconciles this allowance with its 
oftcll•\'Oi('ed co11m1i1111e11t to conscn·ation or to lowering 
peak load totally escapes me. · 

It ·should surprise no one that a rate reform program as 
comprehensive and radical as this received a good deal of 
attentio11 at the height of the energy crisis. t\t first, 
virtually all of that attention was positi\'c, and dissenting 
opinions were ignored. As data on the program have 
accumulated, a far more critical viewpoint has begun to 
emerge. 

The readers of this magazine ha\'e been exposed to 

several aspects of that new viewpoint. I would like to take 
advantage of my perspective as a commissioner to offer 
several more. 

i\ly bask objection to the entire rate reform program 
was that behind all the razzlc-dazzlc about conser\';1tion 
the program appears to have one driving goal -securing 
maxirnum political advantage out of a scheme which 
promotes massive redistribution of income \'ia utility 
rates. In funding this escapade California gives 
businesses "the business." 

I low else can a program that prices up to one-third of 
sales below cost be exphined:' 1\s a matter of fact, the 
California Public Utilities Commission staff is unable to 
produce evidence that this rate structure is conservation 
effective. Our most recent report indicates that average 
residential usa~es since the first of the year were increa.ring 
in two cases out of three for our major gas companies, 
and in three cases· out of thr<'c for om major electric 
companies, 1 I low rise can we account for an alleged 
rn1u111itmcnt to ronst'!'vation while the lifeline program 
was l)('in~ introduced and extended to - of all thin~s -
clonwstic air rnnditioning:' I low else can we account for a 

1"( :a, and Ek .. , rir S:ilrs Trrnd Ja n11ary, 197,1, 1 hrou~h :-. tay. 197!!," 
C:,,lif,.rni:i 1'111,lic l '1ili1'c, C:0111111i"i11n Enrn;y C:onscrv;,tion T~am, 
h~1111·, 2 ,11111 •1, l11ly .\, 1'17H. 2 
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gas rate structure which pegs all co1111rnT< i,11 and 
industrial rail's to a level h1i1a than rcsidn11i:il use 
defined by the <(Jmmission as wasteful:' And ho\\' 1·1\<· can 

I ve account for an electnc rate structure which f"rced 
10rtbcrn California businesses to absorb single-handedly 
he enormous c1>sts of the 1975-77 drut1ght > In short, the 

drift of Cnlifnrnia commission policy 0l'er the bst few 
yr,us has lll'en nothing more gl;imorous or principled 

I 

t 

t ban providing a windfall to the politically populous, 
leaving the utility's remaining rnstonHTS holding the 
bag. 

Tlic Piper !\lust Be Paid 

While the unhappy features of the new Californi;1 r;1te 
structure may not have been reported to out-of-state 
obsen·crs, the problems have not been lost 011 the 
California business enterprises. As they came to re;di;,e 
the scope of the injustice and harm that restructuring has 
visited upon them, outrage and resistance hal'c grown. 
Calls for rrnnomic justice and sanity have become the 
principal point of their presentations before the public 
utilities commission. 

The problem has also come to the attention of the state 
legislature. In response, the joint committee on the 
s tatc 's economy ren:nt ly held hearin ~s on the effect of 
rate de,i~n on Cdifornia •~ crnnornic \\Tll-lieirn;.' Typic1I 
of the rem;irks \\ere the following by Joseph Clc;iry of 
1\in:o Inc.: 

t\t present ... we do not look upon California with 
fovor. 1\nythinu; Lut. We would add plants here only if 
thcrr were no other viable option. In other words, in 
close competition with other st;1tes, California would 
lose every time. 

i\irco has 23 power-intrnsi\'e plants operating 
ilcross the nation. Two arc in Californi;1. O1cr the past 
two years, the ,l\'rr:1gc power price for tlwse 23 plants 
h;1s increased by about 12 per cent. But for the t,,·o in 
California, it has incrc;iscd by over 150 per ccnt ! 

The lan;e and disproportionate inrrcasc in Cal
iforni;1 would hr alarming enough if it were cost 
related. But it is not. Instead it results substantially 
from the Cl'UC's ali:111d<,n11K11t of rust-of-service 
principles. 

If "California ~leans Bu~incss.," as the gm·(-rnor 
says, it c.rn prove it by changing the cnl'ironment that 
business operates in here. It cin start by replacing the 
suci;il experimenters at the Cl'UC with commi\sioners 
who will tTqore ohj(·<·tivity to rate making and renew 
confidence in the Cl'liC. 

~llllt' tdling tw.i tomp;11'h,i11, ,,-r1T made liy a 
represnitati\'e of l\cthkhcm Steel Corp,ir;ition: 

... ,\ rnmp:Hi,011 of the C;1lilurni;1 rkrtriral e11ngy 
rosts with th,ht' in 1,thn wr,tcrn ,,tatt"S indicates that 

!{ ~11nl,i1wd ,fn:,1t·•;1,:-.t'1Hl,ly hr;,u i11L'." ot' tlw jni111 t ,Hut11i1 ltT w, tlw 
51,t\{' \ ('t Ullllll\~, h·l,1 U,\I y I )th •tnd H,di, S,u 1,11111·111,), ( : • .!dui 111,L 
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there is a significant compct1t1vc disadvantage to 
California-based steel plants. 
... As compared with the average unit cost of 

electric power in Seattle, the Los Angeles plant paid 
an operating cost "penalty" for power of $4,815,616 in 
1976 and $4,279,620 for the first ten months of 1977. 

Those "penalties" amounted to S24.32 per net ton 
of shipment in I <)76 and $22.31 per net ton in the first 
ten months of I 977, In other words, higher electric 
power costs alone add somewhere between S20 and 
S25 to the cost of making a too of steel in Los Angeles 
as romparcd with Seattle . 

. . . I expert that this is generally the case wi1h all 
California steel plants as compared to steel plants 
located in othcr western states. I believe this 
competitive disadv:intagr could ronccivahly result in 
curtailment of operations and ultimately the cessation 
of all steel plant operations in this st:\lc. 

Kai,er Aluminum and Chemical Corporation's 
Richard Pooler testified that: 

. .. lo produce a variety of goods in C1lifornia, 
Kaiser pays a premium of S 17,000 to S228,000 more in 
electrical power costs compar·cd to other states. 

•••• 
... if this continues, our California plants will not be 

ro111pctitive with other plants or in foreign market,. 

•••• 
... last year we paid $228,000 more in electrical 

power rosts at i\loss Landing rnmparnl to an ,I\Tr;11.\e 

cost for comparable operations in other states. 
'lliese liirge increases arc detrimental to the future 

of our California rl'fractories plilnts, because they 
compete with similar plants elsewhere in the U. S. and 
around the world , .. 

... In all these markets, competition is fierce from 
Japanese, Ccrrnan, Austrian, i\lcxican, and eastern U. 
S. produrns. We ,He feeling particular pressure from 
1'1cxican producers competing in the western U. S. 
market. 

... As Kaiser Refractories' California energy costs 
increase rdati\'c to other states and foreign nations, its 
products become kss competitive. 

Owens-Corning Fiberglas Corporation's Gerald 
Fuller believes that: 

. .. recent actions by a state regulatory body - the 
public utilities comn;ission - ... arc contrary to 
rerrnt progress in 1·nrnuragi11g business growth in 
California . 

. . . the l'l!C a,tions can only lie termecl 
antih11si1H·ss in their effect. The co111111ission is clearly 
disni111in;1ti11~ ag;1inst industrial and rommercial 
customers. No other state is discriminating in this 
rn;lt11H·r ... , (T)he cost of g.is to i11d11s1 ry in California 
is much higher than in thosr. ;1r<'as whi,h have 
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cxpninH ed tlw wu1 ~t slw1 t:1~<'s; 11:1111dy, the ~lid\\nt 
and C1!';1t Lakes ar(';1, :t11d thr Southeast. 

• • • • 

... the l'UC policy will pl:tre some industries at a 
competitive dis:1dva11ta~c ... , (T)hcy will pay penalty 
rat<·s ;rnd be put at, an economic disad\'anta~e to 
rompctitors in other nc.irby states, Such nH1ditio11s 
will force c urnp;u1ics with expansion phns, such as 
ourselves, to look elsewhere than California for 
competitive p!:int sites. 

• • • • 
tlwy c1n h;1\T a dC\·:1st:1tin~ effn l on 

juh-l 1T;1tin~ < ,,n1111n1T ;ind ind11stry i11 C:difomia, 

IC R, lms:rnde of :\nllf'usn-Husch, lnc, tc>tifi!'d: 

To indic;1tc the ma~nitude of the problem in 
C;i!ifornia, I mrnld like to rckr to the following few 
statistics, For cx:1rnplc electricity s1qiplied by l'G& E 
to our Fairfield Brewery n,sts us 3.6 cents per 
k ilowat t-huur. Electricity supplied to our ~ lcrrimack 
Brewery by Public Scni<T Company of, i'\ew 
I lampshire rnsts us 2,7 cents per kilowatt-hour. 
Ekrtri1·ity ,uppli1·d !iy l louston Pn\\'t'J' ;111d l.i1.d1t 
Company to our I louston Brl'wny costs us 2,0 n'nts 

pn kilo1,;,tt-hol1r. Electricity stqiplicd by Union 
Electric ( :,1mp;111y to om St. Louis l\rnHT)' rnsts us 
2.: crnts pt'r kilo\\all-hour. 

14 

On a total dollar lJa,is. \\'e 11aid 01Tr $2.175.000 in 
1 <J77 f,ir dl'nricit y ;11 our F:1 irricld Brn1 cry. If\\(' \1(·n· 

Lil led at the I lou,ton rate, (1ur electric cost 1rnuld h:ne 
been SI million less in 1977. 

• • • • 
:--luch ot'the California i1irr-c:1se h:1s lwcn due to the 

inequitable and misguided r<1tc structures which h,ne 
been imposed in this state. 

• • • • 
Tlte rn1111:1issiu11 should not ... ernli;1rk upon 

cLt11t.:crou, ;111d i11equit;1\ik rnursl's which ran do t.:rcat 
d:1111.-1'.'.c to tl,e C:1lifornia cro1wmv and the best 
intnests of its l itiLnh. 

!);mid l'licl:111 pf Fihn·i,,J,1rd ( :orporation llllt<'d: 

... 1,,r ;ire /',i) in;; .irir/ /,a rm/ u( 1ch11t 0111 ,um/•• !1/111 111 

.\J '"1/111w wouldf.,,' 1h,, .1,m,t' ,,/,,, /1 ,,- 11J11gr; over l htTl' times 
as much as our cornpctitl>r in Orq.:on; 11,0 ;md 
011t·-h;ilf time~ ;is 11111( h ;1s we would p;1y in I Alt1isi;111;1 
()J' ( :P!llt,1dll, I'!() JH'I , r11t "I 1,l1,1l ou1 tot1q1rtit1>r i11 
:'\mth ('.;1ruli11;1 p:t)s; ;,nd l•l\l per n-nt of 1,h:1l \\C 

would pay if our plant wnc lo1;1tcd in the Los 1\tll;clcs 

;111-.1, \\'c ;11c 11,,,,, p:1yint:. Sl,270.rnl\l ;1 yc;11 111011· fpr 
an equal amount uf dr<t1 it it y th;rn our m·.11Tst 
nrn1pctit1Jr in Urc!:,'.ull lor a l,usincss th.it ~rnsscs onlv 
S12 million per vcar. It is dillirnlt to survive with that 
kind of cost prn;t!ty. 

These complaints give hut thr vaguest indication of the 
an~n now prcvadin~ California's business community. 
Even more fundamental than that, however, is the fact 
that hy its r;1te reform the conunission h:is \'irtual!y 
single-handedly transfurme<l California from a cheap 
energy slate to one of the most expensive energy stat rs in 
the union. This is especially unfortunate in view or the 
f,H t th,1t Californi;1 's prosperity and economic healthy 
growth h;\\'l: Ion~ rdied on reason;ibk rnrrgy prices. 

Regulation by Gimmickry 
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The h:mn that the co1111111ss1on has done to the 1 

economy ofC.ilifornia, and the preposterous rationale for Fl 
the performance of that harm, ;ire had cnou~h. What has 
been C\'Cn worse, however, is the refusal of the $: ,.,-: 
commission to admit its errors and to acknowledge the 
darnage it is doing to its utilitil's. With unconscionable "· 

f'c, 
alacrity it has resorted to ,gimmickry to sustain its t 
faltering rate structure. (~ 

·111e need for gimmickry has arisen for se,·eral reasons. 
Our inverted natural gas rate structure has so increased 
the cost of gas that oil has been made a relative bargain. 
,\s a rC'sult, numerous industrial users have prematurely 
abandoned ~as as their primary fuel. This presents an 
e1rn11nous prol,km to the utilitii:s because, under 
imcrtcd r:1lC'S, industrial users provide the margins 
m'<t·s~;11-v to meet the utilities' revenue and proGt 
rcquin·ments. In the world of imcrted rates the loss of ; 
onlv a few industri;il customers ran mean financial , f 
cat;istrophc to the utility. Enrnornic: downturns also have f' 
si1nil;11· t·ffects 011 both the electric ;111d gas operation, of t 

~ 
f 

~-, . 
• 

our utilities. 
To deal with the new revenue instability, California 

adoptc·d a parade of expedients. Chief among them arc 
the following: 

I) 11 c1111fisrnlol n:f1111d.1 rl11r i11r/11strit1! rnslurnas and sf,mi 
tlm Tll"lll'_)' 11 ardi11e. off tin,, war's rt1le incrcarrs. :--tany l:irgc 
users of n;1tural ~as ha\T left l'G& E to burn coal or oil. 
1Zd1111ds totalin~ SI )0 million for 01Trpaymcnts on 
1972-76 Federal Power Commission-regulated gas 
supplies have been return<'d to California. L'tility tariffs, 
equity, and statutory considerations dict::tc that this 
mo1iey be returner! to the customers who overpairl. But, 
in its rush to shore up the new rate structure, the 
comrnission has rnrwerted these funds to pav for 1978 

gas. 
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2) In a separate effort to halt the hemorrhage in lost 

industri,d sales, thf rm11rni1sio11 con,1/11,rrrl wilh the Ca/1/omia 

:IIT R,·.rnurrrs l/{}(11d lo fora i11d11.1try lo rt'/um lo /,rmri11g of.gm ' 
rrg11nlln1 ,fjirirr. This proposal raised such a furor that it 
has lH'rn shcll'cd for the time being. 

.1) 111 ;1 fmtlll'r effort to keep the tllilitit·, ,,hok, tlir 
,1!1!//ltl\,1iu1t ,011(0(/n/ 1111 11slo11111/i11g ''.111/1/ily 11rlp1s/n1rn/ 
11tt<'ha11i1m," or S.,1.,\1. This med1anism gu;1rantces a 
pndtt 1n;1r~in on s;t!cs, ,dH'ther s:1ks O(T\11' or not, hy 
virtue pf a surch:1rge 011 custorners' bills. 'l11c,c 
surch;ugcs are delayed and will begin t:1kin~ dfcn on 

.January I, 1979 .. ~i.uiihc rln'icc js now in the works i:._j>r ,
1 

electric s;llcs, 
OIT-J-~2 
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4) Tl:t ,011:1111<111111 111/1,,d11,1·d / 11111' r/1,01111i11u,':u 11. It split 
the fornll'rly 1111iforlll (;.so sclwd11lc for priority thlTl' 
and four, medium ;ind brl(c indu\lri;il t.;ils < u,10111tTS. 
Twcnty-ni1,c pn tent of tlic,r t u,tn11HTS h,11c been 
shifted into a new C-52 group which pays less for ga,, 
ncn tl1oul(li they me gas for the idenli< ;;J pmposes ;,s 
tho\e Cll\!11[J11'fS left behind in the (;.so group. 'Ilic only 
distinction is tli:1t betv,Tcn the "haves" and the "h;\\'c 
nots." (;;1, t u!,11lJ11t'l'S c1p;tlile of u,ing an .dtcrnatc fuel 
(No. 5 ;rnd ~o. 6 fuel oil) arc treated to a lower rate. 
Customers witho11t such an altern;iti1·e must pay a higher 
rate. It i, ;1, dis< ri111i11;1tory ;1s selling ln1s L1n·s lower for 
the pn,1,11 witl1 a I ar and higher for till· person without 
one. 

~ 
S·l I 111illin11 r<'d11ttio11. I cksrrilw this act as pr<'mature 
for t\\'o rt'asons. First, the commission has an 
ill\t·stig;1tio11 prnding into tlit' Jarvis-Proposition 13 tax 
reductio11s, and 110 finding has yet been m;1dc as to their 
sropc, size, and timing. Srrnnclly, Proposition 13 tilx 
sa,i 11gs will not begin arcrn i11g to ut ilit ics unt ii 197<). 
St;mdard reg11Lltory practice dirt;1tcs that rate rc
d11ctions not orntr till actual savings arc realized. 

r\ rather simple message emerges rrt>lll all. this: 

5) l.r:,th, thr 11111111111.,1,m ha, /irn11a/11rdy dt"dut'/((/ Jro111 

11tihty rffm11,· l/'I/II/Tl'll/1 •!1.1 /l{}ft'li!ia! /'ruf1u.1i/1011 l.i /•10J1a/J lax 

rol:uti11•1L 'll1i-. anion lwl1,rd allow Ill\' ;11.:cncy to tout a 
ri:crnt I'(;-\ I-: electric rate increase uf S229 million ;is a 

California's rate reform experiment is a failure. It must 
not lie repeated by other states. Rather than sweeping 
thl' rountry, as was earlier thought rcrtai11, our 
Ooumlcring expcrimrnt will have to he dis111;1ntlcd over 
the next rn\· ye;1rs or e1Tn sooner. Undoing the cbrn;1gc 
will require thl' making of many 1·cry dilTirnlt derisio11s. 
;\ ly sympathy ;111d support extends tot he commissioners. 
as yet unappointed, who will h;l\'C to m;1kc those tough 
decisions. 

Public Attitudes on Government and Taxeo 

The Advisory Commission on Intergovernmental Relations reports that an annual poll on 

government &nd taxes hRs indicated little support for a widely hold notion thot poople aro gaiting 

"fed up" with property taxes. 
In answer to a question 1 "Which do you think is the worst tax," there was only a margin of 2 per 

cent botwoen those who answered "tho property tax" (32 per cent) and those who said 
1

'the federal 
income tax" (30 per cent). Moreover, over the five yems that the ACIR has asked this question, the 
t-t✓0 taxes have remsined consistently close in the contest for the "worst tax." 

The 1978 poll did reflect one instance of significant regional variation: Respondents in the West 
felt much stronger about the local property tax, with 44 per cent claiming It Is the worst tax. The in
ccme tax garnered only 23 per cent of the western vote. 

Those nnd other findings are contained in ACIR's latest publication entitled 1978 "Changing 
Public Attitudes on Governments and Taxes." In this report, the ACIR notes that a "significant shift In 
the public estimates of tr,e rnlntive effectiveness of the threo levels of government appears to have 
taken pince just ofter the pasr,age of Proposition 13." In ACIR's poll, taken just prior to the adoption 
of Propos;;ion 13, respondents indicated that they "got tho most from their money," from the federal 
government, followed by local, then state government. In sharp contrast, a few weeks after the 
Cali!ornici vnto, three n:1Fonc1I polls found that In response to similar questions, the federal govern
ment ran a "poor third." 

There appears to be a distinct polarization in the views of the electorate on two issues: whether the 
federal government 0xorciscs too much or too little powor; and whether special federal aid should 
be provided to needy central cities. Some 38 per cent of the respondents said tho federal govern
ment has too much power; 36 per cent said it should use Its powers more vigorously to promote the 
well-being of all segments of trio population. Only 18 per cont folt the fed9ral govornment Is now us
ing just c1bout the right amount of power !or meeting today's needs. Similarly, 47 per cent of tho 
re"pondonts favored special fedorol aid to needy control cities; 45 per cent opposed It. 

Thero was no clc.::: ,:.e,n::;;,;r,sus concurnlng trio Jbllit> of stnto nnd local govornmonts lo doal with 
problems. Thirty-six por cont foll ~;tut•) and local govprnrnent was too frngniontod ond disorganized; 
33 per cont tncit tl,oy should bo given moro power. 

OCTOBER 26, 1978-PUBLIC UTIL !TIES FORTNIGHTLY 15 
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This report ad<lrc:.ises the po;;siblc effectiveness of lifeline rates 

in Pl~'s service territory. About a year ago, the lifeline rate 

concept was considered by Dany to be an acceptable means of income 

redistribution for the purpose of isolating, at least to some degree, 

the low and fixed income households from rapidly increasing energy 

costs. After much criticism of the concept it has become somewhat· 

of a mute topic as a national policy, but on a specific Service area basis 

several rq;ulatory cormuissions have and arc still considering implementation 

of the concept. The results of this analysis demonstrate that life-

line would be a very ineffective means of income redistribution in 

PN:•1 1 s service territory. 

Also addressed in this report are the relationship~ among kilowatt 

hour consumption and gross household yearly income, people per house

hold, ase, and ethnic group of respondent. Results indicate that about 

26 percent of the variance in kilowatt hour cons.umption can be 

accounted for (explained) by changes in the above mentioned in

dependent variables. TI1e prediction is subject to a standard error 

of 2G7 kWh/month, average use is L194 kWh/month. 

LIFELHE R,\TE BACKGROUi:D ------------

Lifeline rates have been proposed as a means of negating, at least in 

part with respect to increased energy costs, the adverse effects that 

double-digit inflation has had on the low and fixed income families 

of the nation. John C. Sawhill, FEA's former Administrator, in his 

opening remrks at FEA'G Second Utilities Conference on September 19, 

-1-
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expressed interest and support for lifeline. He said: 

l 

"Under this proposal, the fir~;t L,OO kilowatt hours a non th 

for each residence would be billed at a rate lower than the 

average cost. Custo1:1ers \;ho use more than the minimum a:::iount 

would pay higher rates to offset this rate reduction for the 

poor and the elderly existing on fixed incomes. I feel very 

strongly th3t the poor and elderly must not bear the brunt of 

recent price incrcaQcs. 

This provides both incentives for conservation and relief to 

low income families faced with higher costs for their necessities 

of life. I endorse this approach and am very anxious to see 
. 1 

t:1ore innovations like this adopted." 

Steve !~int?. of the FEA' s Off ice of Consumer Affairs/Special Impact 

prepare<l a basic paper on the Lifeline Rate Concept. His concluding 

remarks stem;..'1in 6 from his analysis of the concept are as follows: 

Conclusi.on 

Objections not withstanding, lifeline~ perhaps the brightest 

concept .!2_ crnc·r~:c from the encrr,y crisis. The low-income house-

hold and the low fixed-income elderly household are dependent 

u_pcn r•lecLricilv to 1,;,,jntain hc.:ilth 8.nd hor.ic. When the price of 

ele:ctr:icy rises to 3 point where it begins to consume an unusually 

large sh;:ire of income, life sty'; is threatened. Lifeline would 

guarantee an amount of electricity which can provide for the 

basics of life at a rcason3ble rate. Beyond that low rate, a 

dgn:il is 1:ivcn in the form of a higher rate to all those desiring 

-2-
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more electricity; if you want to use more power, you must pay 

for it - the choice ir; yours. 

be tested by FEA ns a demonstration project. It is a concept 

, 2 
designed to distribute energy to people in a fair manner. 

(Emphasis added) 

On Decer;:bcr 19, 1974, Hr. 1-lintz discussed the lifeline rate concept 

at a F.EA Consumer Affairs/Special Impact Advisory Committee meeting. 

Comrr.ittce Chainr..J.n Lee C. ffnite indicated that the group might well 

endorse the concept at its next meeting in the form of a specific 
' \ 

recommendation to the FEA. i-;eanwhile, White said, "We should lobby 

3 
this idea with Ad:ninistrato:- Zarb and Secretary Horton." 

The Lifeline Rntc Concept ~c presen~cd by Mintz has received mu~h 

criticism. Quoting f row a report prepared by J. D. Pace, NERA, 

titled Rc•..rj C:\l ~ lfi.nt:~ _!,if clinc Ro.te Paper, "Our review reveals that 

this paper (lUntz) is re;,lctc with distortions of basic economic 

concepts and omissions of relevant material. Thus, it fails to pro

vide a basis for rational policy decisions." One of the main criticisms 

froo liERA is the assumption th.'.lt oust be cade if the lifeline rates are 

to be an effective means of transferring benefits to the poor, that 

there must exist a very strong positive correlation of income to 

kllo,:att hour usage, Hintz discusses averages, and in most instances, 

averages do reveal a positive correlation between income and usage, llut, 

ns NERA has demonstrated, exanination of the distribution of usage 

a~ong the lncomc catccorics reveal a good proportion of inconsistencies 

fn the rclaUonship. 

-3-
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(1:,c v,·ry :!,:p0rt.1nl pojnt tli:1t ha!J been 1:L'.1de by Mlnt:z and more important

ly abo 1::.1de by t;EP,,.A is tli:it the incv::1e-usage relationship varies by area. 

Hint:: :;Lated in his "Lifcliuc r:1Le Conc;pt" report that, 11 
••• it is this 

sort of e!fort (analysis of income-usage relationship) that utilities 

ciust r::al:c in their 01-:n service areas to test the applicability of 

lifeline for themselves. ,A One of l\ERA' s conclusions, af tcr review-

ing the results fro□ several research efforts regarding income-usage 

relationships, is: 

"Incoc:1c may hc1vc an important upward effect upon the consu1:;1ption 

of electricity in some arc.as and not in others. This uncertainty 

underscores the iciportance of evaluating the situation within 

the service territories of individual utilities, since false 

conclusions may be reached by applying results from one area 

. 5 
to ...-,:10thcr." 

Althour;\'1 the lifeline rate concept is somewhat divorced from allocating 

costs by a cost of servicing methodology, it is, in the minds of many, 

a socially acceptable arrance~cnt w6rth pursuing. In New Mexico, 

ranked ~9~h in per capita income, lifeline rates may be viewed by 

govcrnr1cnta1 officials as cm efficient means of income redistribution. 

Transferring some of the burden of income redistribution from govern

r.1cnt to tlL: utilities, This r;iight be especially true in light of both 

Hint:: 1 s (1:1el NEw\ 1 s c;ualifying statement th:it the income-usage ·relation

ship w111 have to be cxalllincd in each specific area to determine if 

lifeline is an efficient means of transferring benefits to those in 

ncc<l. The reamindcr of this report will cxardne the incorJe-usage 

relationship (along ,:i th other socio-economic and demographic char

actcrl:;tics of the population_) in New Mexico and the methodologies 
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employed lo c):;uninc Lliis rclacionJhip. 

JlATA I\,\(TC!:ou::D. 

In t:ovcmbc:r, 19711, P:.--:-1 conducted one of the most cot:1prchensive company 

wide customer surveys in its' history. Five hundred and eighty-one of 

our residential electric customers were personally intervicwe·d to 

obtain a representative measure of our customers attitudes, opinions, 

and awareness toward manx issues important to PIDI. The aggregate 

results were presented in the initial report which was followed by 

a second rc?ort presenting the results segmented by socio-econocic, 

demographic and longitudinal variables. Although a considerable amount 

of valuable infor□ation has been obtained from the analysis of the 

date, it ,,c-.s felt tlw.t ample information was obtained for use in 

annlyzinr, the efficiency of the lifeline rates in PNN's service territory. 

As stated previously, 581 customers were surveyed, additionally, 32 

custocers were surveyed in the pretest of the questionnaire. Combining 

the survey and the pretest we obtained a sample of 613 customers. 

Although the pretest custo;;:.ers ,:,;ere excluded fro□ previous analysis 

due to some clwngcs in questionnaire construction (from the pretest to 

the final survey) the infor~ation related to the income-usage relation-

shi.p rcr.1ilir.-.::d unch.:inLcd .:ind it \,as decided to include them in this 

sample. To obtain .usacc by customer data, each customers record was 

searched by name or address with the aid of our customer inquiry system, 

In 33 instances we could not locate the specific customer in question, 

presu::-,1l1ly clue to such thin 0s us service in landlords or other un-

related n,cmbcr of !irJuschold' s name, pole number on our records for 

the address, or incorrect rccordine by the:! interviewer, thus reducing 

-5-
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tbc: s:1rnple to 500 customers. The exclusion of certain customers due to 

lack of inforffiation was fairly evenly distributed throughout the 

divisio:-is of our system, thus rctJ.ininc; the overall representativeness 

of the s.:ir::ple. A coc1parison of the ch.:1racteristics (income, ethnic, 

kWh usage, appliance saturations, etc.) of the sample to census data, 

previous appliance saturation surveys, and general information con

tained within the company, indicate that the survey is in fact very 

representative of our total customer population, 

SURVEY RESL'L'l'S 

Examining only the consumption averages by income categories indicates that 

lifeline rates might be an effective means of income redistribution 

in p1;M' s service area, The results of this survey suggest that the 

nvcrasc ldlo,,'<'.ll t hour comsu1::ptions, bas eel on a twelve month average, I for the various inco01c ca tc ~or ics are as follows: 

I 

/mnuJ.1 Household 
Grosr; Income J_1971i)_ 

$ 0 to $ 1,000 

$ 1,001 to $ 2,500 

$ 2,501 to $ 5,000 

$ 5,001 to $ 7,500 

$ 7,501 to $10,000 

$10,001 to $15,000 

$15,001 to $20,000 

$20,000 and up 

Average Monthly Constmption 

286 kWh 

267 kWh 

369 ki-.'h 

393 kWh 

457 kHh 

577 kWh 

735 kWh 

835 kWh 

But, as stated previously, oiic of NE:'J1. 1 s m:iin criticisms with Hintz's 
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,111;1lysis w:1:; that he L.J::;c<l hJ.s conclusions on the examination of 

averages and averages can be very misleading. The following _table 

presents the ranges of consumption for each income category: 

Annual Household 
Gross Income (1974) Average Monthly kWh Consumntion* 

Lowest Highest- Ra:1ge 

$ 0 to $ 1,000 23 825 669 

$ 1,001 to $ 2,500 53 825 772 

$ 2,501 to $ 5~000 77 1076 999 

$ 5,001 to $ 7,500 53 1250 1197 

$ 7,501 to $10,000 61 1335 1274 

$10,001 to $15,000 69 1505 1437 

$15,001 to $20,000 143 2997 2854 

$20,001 and up 203 2114 1911 

7:!~oLe: these 2re monthly avcrar;cs over a twelve month period thus decre<1sin<; 

a month by i::onth overall v;1ri.::111ce, 

This large dispersion of consu~ptions within each of the income categories 

suggests, at least in Pl}1's service area, that income may not be a 

very strong predictor of consumption and thus distracting from the 

efficiency of lifeline rates. 

After regrouping the incor:1e categories into three larger categories, 

those of less than $5,001, $5,001 to $10,000 and more than $10,000, 

a table of the cwnulativc percentage of average monthly consumption for 

each of thc!3c income categories was constructed. The table is as 

follows, a graphic presentation is on the following page: 

-7-
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Kilowatt l!.<!..t!.£ Consumption/Month Gross Household Yc<1rlv Income (1974) --->-
Cumulative _Percentage 

$0-$5,000 $5 1 001 to $10 1000 $101001 And 

0 - 100 kh'h 11.3¼ 3.0% 1.0% 

101 - 200 31.3 12.0 3.6 
C_l 

201 300 49.6 30.6 8.2 

301 - 400 69.6 49.8 15.9 

401 - 500 82.6 75.5 32.4 

501 - 600 89.6 85.7 52.0 

601 - 700 95.7 89.9 65.9 

701 - 800 96.6 94.7 75.2 

801 - 900 99.2 97.7 83.4 

901 .., 1000 99.2 97.7 86.5 

1001 - 1250 100.0 98.9 93.7 

Over 1250 100.0 100.0 100.0 

Under the proposed lifeline rate structure the first 400 kilowatt hours 

consumed in a month are billed at a low subsidized rate, irrespective 

of cost of service. This assumes that these 400 kilowatt hours will 

help maintain an adequate life style at a low percentage of income 

£or those low and fixed income families. The results of this survey 

indicate that only about 70 percent of those making less that $5,000 

a year would benefit by the reduced rates, Also, some 50 percent of 

those making between $5,000 to $10,000 and about 16 percent of those 

making more than $10,000 a year would also benefit by the reduced rates. 

There are questions about the leeitimacy of charging one rate for those 

who use less than 400 kilowatt hours and charging a different rate 

for those same firs~ 400 kilowatt hours for those using more than 400 

UE 
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.kilowatt hours, It's alr.o unlikely that any utility would consider 

recovering the lost revenues from a decreased rate for the first 400 

kilowatt hours in Lhc 401st kilowatt hour. Therefore, it seems likely 

that the revenues lost from the rate decrease in the first 400 kilowatt 

hours would have to be recovered over consumption beyond the lifeline 

level. As NERA has demonstrated, recovering lost revenues in this 

fashion means lower bills for those using well in excess of ~00 kilo

watt hours. Assuming 800 kilowatt hours as the breakeven point, (a 

realistic csti@atc), abo~t 97 percent of those making $5,000 or less 

would benefit from the reduced rates. But roughly 95 percent of those 

making bet~ecn $5,000 to $10,000, and 75 percent of those making more 

than $10,000 would also benefit from lifeline. Creating a situat'ion 

where high users, consuming more than 800 kilowatt hours/month, would be 

subsidizing low users (if you can call 400 - 800 kWh/month low users) 

more than they are now under the existing rate structure. Undoubtedly, 

the comr.1crcial and industrial customers would also be called on to make 

up at least part of the lost revenues. The amount of the added electricity 

cocts to the commercial and industrial sectors that would be transferred 

back to the low and fixed income families adds another weakness to the 

lifeline concept. 

It is evident t~at lifeline rates would be a very inefficient means of 

transferring benefits to the low and fixed income families in Pl\'H' s 

service territory.· 

Explanation and Prediction - Income 

Using a simple regression analysis with usage as the dependent variable 

nn<l income as the independent variable we find that about 17 percent of 

-10-
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·the variance in kilowatt hour co1u;11mption can be accounted for (explained) 

by chanr,cs in income. At this point a few qualifyinr, statements must be 

made. First of all, regression analysis is a linear least-squares 

fitting technique. The weakness of this technique is that it fits the 

most representative straight line (equation) to describe the relation

ship over the entire range of the relationship but it will not detect a 

curvilinear relationship if one exists. Secondly, prescribed survey 

techniques dictate that, to increase response rate related to inco~e 

questions, respondents should be asked to indicate what income category 
' . 

; represents their approximate income rathe~ than asked for their exact.· 

income. Income catecories were used in this. survey. Therefore, in

herent weaknesses exist in the resultant regression equation due to 

approxima~e income fir,ures rather than exact incomes, the consumption 

figures arc accurate. Althouch this may have weakened the predictive 

(explanatory) strength of the regression equation it is acceptable. 

In comparison, other studies of this nature have selected block 

house values from several year old census tract data as a surrogate 

variable for income. I believe income categoriQs to be a more valid 

approach. 

For predictive (explanatory) purposes, the regression equation tells 

us that, aD a very general rule, every $1,000 increase in annual gross 

income will result in a 21 ki\'h increase in consumption per month. Also 

that the intersection, in this instance, defined as no fnmily i-ncomc, 

iG 321 kWh/month, i.e. a household without any income will use 321 

kWh/month. For a household with 'an $.:,200 income, their predicted 

us<.lge would be 493 H'h/month (8. 2 x 21 + 321). The graph on the 

subsequent pnge is a representation of the income-usage relationship. 

The solid line is the best linear representation of the relationship. 

-11-
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The two broken up lines arc the boundaries of which we can expect 

2/3 of our customers to foll within. An example, given a family's 

income to be $10,000, our best prediction of consumption would be 

531 kWh/month, 2/3 of the time the actual usage would lie between 

250 to 812 kWh/month. The stnndard error is large and therefore the 

strencth of the prediction weak. Again, only 17 P.ercent of the variance 

in consumption can be accounted for by changes in income. 

E:v.plc111ation and Prediction - Other Variables 

111e variables, ai3e of head of household, education of head of household, 

people per household, and ethnic group of respondent were· used as the 

.independent variable in several simple regression analyses with usage 

as the dependent variable. 

Age. - A linear rclationsbip did not exist between age of head of 

household and usage. Examination of a cross tabulation of usage 

by age reveal[.; a·curvilinear relationship. Usage·incrcascs as 

age increases from 18 to about 45 and then usage decreases as 

nge increases. By comparison, the age category of 35 to 54 is ' . 

the ereatcst consumers of electricity, while the categories of 

25-34 and 55-64 are next in consumption. The 18-24 and 65 and 

over age cateEories consume the least electricity. 

Education - The regression equation tells us that about 7.6 per-

cent of the variance in usage can be accounted for by changes 

in the amount of education of the head of household. That for every 

additional year of formal and/or vocational cducat!on beyond the 

6th £radc will result in an increase of 25 kWh per month. This 

prediction is subject to considerable error. Educational le~el 

-13- 251 
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:f.s positivc!ly correlated with income, electric appliance owner

ship and Anr,lo-AmcrJcan ethnic vroup membership. It is negatively 

correlated with people per household and age. 

People per household - About 6 percent of the variance in usage 

can be accounted for by changes in the number of people per house

hold. As .a general rule, for every one additional person per 

household the usage will increase 45 kilowatt hours per month. 

For a sin81C member household the predi~ted usage would be 387 

kWh/month. The stapdard error of the prediction is very large, 

300 kWh/month, hence the predictive strength is weak. 

Ethnic Group - In this instance, since the variable values were 

l for Anglo-American and 0 for others (96% of the others were Spanish

Amcricans), the results will yield the same as a comparison of the average 

usage for each group. The results show that the average Anglo-

. American household will use 1_42 kilowatt hours more per month 

than the other (Spanish-American) household. The interesting 

information obtained from the regression is the size of the 

standard error. It is more than twice the magnitude of the 

kWh difference accounted for bf changes in ~thnic group. Mean

ing that there are considerable inconsistencies in the relation-

ship. 

Stcpwl se Rer,re.ssion - Each of the above regressions have examined 

bivariate rclatio~ships in isolation of the other independent 

variables. Stepwise regression is a quick and efficient mean~ 

of obtaining the best predictive equation using all of the given 

independent variables. This procedure does not always yield the 

true optimum, but it usually does fairly well. Stepwise examines 

nll of the variables and selects the variable wlrlch is the best 

-14-
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prcdkLor. \The t;('ro11cl independent variable to be added to the 

r('.ercssJon equation is that which provides the best prediction 

in conjuction with the firr.;t variable, and .so on, If n varinble 

is really a linear combination of variables already in the equation 

it will add little to the predictive strength of the equation, 

A good exan~le is education, if we know.the income level of a 

household, the additional information of education adds littie 

strength to our prediction. 

Employing all five of the independent variables used in the above 

simple regressions the resultant stepwise regression equation is as 

follows: 

Predicted kWh 
Usagc/~lonth 

= I (17.5) + P (57.8) + E (116) + A (2,5) + Ed (1.8) - 38 

where 

I c $1,000 of Income 

P c People per household 

E = Ethnic group ➔ 1 = Anglo-American, 0 c Other than 

A 0 Age of head of household 

Ed= Head of household's years of education - 6 

The above equation is subject to a standard error of 267 kilowatt 

hours. In comparison, the simple regression using income as the only 

in<lcpcn<lcnt vado.blc is subject to a stan<lo.rd error of 281 kW1!_. The 

addition of the variables, people per household, ethnic group, age 

and education, did not greatly increase the accuracy of the prediction. 

Using all five variables, we find that nbout 26 percent of the variance 

in k\>'h consumption can be accounted for (explained) by changes in the 

independent variables. 
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'foe rc1Hion L h.1 t the simple rccrcr;t,ion cocf ficicnts nrc not additive, 

Ecncc not equ.'.'11 to the s tcpwlsc n·crc::;sion coeff icicnts in that the · 

independent variables themselves arc intercorrelated. The following is 

a table of correlation coefficients for the variables: 

Usage Income People/hh Age Educ. Ethnic Group• 

Usage 1.000 0.416 0.245 0.002 0.276 0.219 

Income 0.416 1.000 0.062 -0.044 0.461 0.297 

People/hh 0.245 0.062 1.000 -0.385 -0.013 -0.247 

Age 0.002 -0,044 -0.385 1.000 · -0.208 0.089 

Education 0.276 O.l,61 -0.013 ·-0.208 1.000 0.411 

Ethnic Group 0.219 0.297 -0.247 0.089 0.411 1.000 

For a better understanding of our residential customers it is helpful 

to know how the above variables correlate with electri6 appliance 

ovmership. The following is a table of correlation coefficients: 

Elcctr:!.c 

Space Beat Space Cooling Cooking Hater Heating Dryer 

Usage 0.213 0.092 0.408 0,284 0.371 

Income 0.054 0.069 0.305 0.026 0.265 

PeOple/hh 0.078 -0.057 0.020 0.007 0.062 

Age -0.027 0.071 -0.026 ,..0.001· -0.092 

Education 0.004 0.054 0.303 0.015 0.233 

Ethnic Group -0.007 0.168 0.305 0.022 0.177 

The indcpcn<lcnt variables used in the .stepwise regression arc by no 

means an all inclusive list of socio-economic and demographic char-

actcristics of the population. In the future we will be more atuned 

-16-
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. 
•. to the clat.1 requlrc1:wnt:; of this type of nnalysis nnd will collect the 

necc0s:iry data H this type of onalysis is desired, J\lthou~h only five 

independent variables were used in tl1is analysis their rclations6ip. 

to. consumption have been of ercat interest. However, using this limited 

number of characteristics one thing that can be said is that con

sumption varies within various segments of the population and the 

variances are probably due to something which is difficult if not 

impossible to measure, like life style, 

• 
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I. Introduction 
My concern is with two policy instru

ments that have been suggested to aid 
the poor and the elderly in dealing with 
rising energy costs: lifeline rate and 
energy stamp proposals. 

A prevalent, and understandable, 
utility reaction to this topic is: "Why 
us?" Surely it is not the utility's respon
sibility to see that all groups in our 
society are provided with adequate 
incomes or sufficient price subsidies to 
enable them to obtain the necessities 
of life. If, as we have all been taught, 
ratemaking merely were an art, perhaps 
this view would prevail-after all, who 

says art has to be socially significant. 
But ratemaking is not an art; it is a sci
ence-a political science. Therefore, 
regardless of your conception of your 
social responsibilities, the realities of 
the ratemaking process are such that, 
if your rates are alleged to impose par
ticular hardships on the poor and the 
elderly, then obtaining the rate in
creases you require is going to be even 
tougher. 
II. Definition 

The logical place to begin is with a 
definition of the term lifeline rate. A 
lifeline rate is simply a low uniform 
charge for the first several hundred 

OUTSTANDING LIFELINE PROPOSALS 
----------------·--·---·-·------~ 

lifeEne Level 
State (Kwh) 

~-c·1✓ Jersey 300 

Flor,da 

Vcrrr,'.Jnt 

Cal,for.1:a 

California 

300 

400 

500 

700 

Determined by 
PSB 

Deterrn11ed by 
Commission 

Dc·ter mined by 
Commission 

Ail l,'s.-'g.e by 
q\1,1,,:.• 1--J 

customc,rs 

All us·1c1>· tJy 
Michi;1an qu.,1,:,,.•d · 

'~U'.,tC:11°'rS 

Rate 
3¢ 

Applicability 

Residential 

20°;, redGctron Residential 

3C 

Lower than 
Average cost 

rate for 
succeeding 
tJlocks 

75So of 
average cost 
of service 

Tobe 
determined 

25~,) rcc!uct1on 

SO~o reduction 

2 

Residem;21. 62 
years or Older 

Residential 

Residential 

Residential, 
Electricity 
and Gas 

Residential. 65 
years or older, 
all utilrt;cs 

Residential, 
65 years or 
o!d0r. incomr: 
under $3,000. 
electricity, 
gas and phone 

Residentiil!, 
55 years 01 

old~r. income 
under S<:3 ncJ, 
e:ectr1city, 
gas and phone• 

Method of Revenue Recovery 

0P!t:rrnined by Commission 

"eQL>itat!y fro,n ail c:as3es" 

From commercial industrial 
and from res,den1ial users of 
o·;er 1,230 Kwh in summer 

"from ail classes equitably" 

To be determined 

"equitably from all classes" 

not stated 

not stated 
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kilowatt-hours consumed by each resi
dential customer. The lifeline level 
varies from proposal to proposal, but 
in each case is supposed to cover the 
minimum necessary electricity require
ment. The lifeline proposals also pro
vide that revenues lost as a result of 
lowering rates for "minimum necessary 
use" may be recovered in an "equi
table" manner by increasing the rates 
applied to residential consumption be
yond the lifeline level and to commer
cial and industrial use. The lifeline rate 
approach then generally yields a par
tially inverted residential rate structure 
and somewhat increases commercial 
and industrial rates. 

Table 1 shows outstanding lifeline 
proposals. To our knowledge, these 
cover all of the outstanding formal 
proposals-that is, those that have been 
introduced as bills in state legislatures. 
Intervenors' proposals in individual rate 
cases are not included. Lifeline pro
posals have blossomed into consider
able variety: the predominant lifeline 
level still is 300 kilowatt-hours, but 
proposals range as high as 700 kilowatt
hours, and several proposals now are 
addressed explicitly to benefiting the 
elderly. 

Our latest inquiry into the status of 
these proposals indicates that the Ver
mont lifeline bill is dead for this year, 
but will be introduced in the next ses
sion; the first of the New Jersey bills 
is dead and all of the remaining bills 
are in committee. One of the California 
bills has passed the Assembly and is 
on its way to the Senate. 

There are still a lot of people pushing 
lifeline bills. This effort seems to be 
concentrated among consumer groups
the same groups that are against fuel 
adjustments and the like. As far as we 
can tell, there have been at most, only 
two or three public hearings concerning 
any of these lifeline bills-in New Jer
sey, I am sorry to say, no one came .. The 
sponsor of the lifeline bill in New Jersey 
was asked no questions, and no one 
voiced any opposition to the concept. 
Initially, it seemed that the FEA might 
be a strong supporter of lifeline, but the 

3 

agency is now reported to be divided 
on this issue. 

III. Places Where Lifeline 
Will Not Work 

Speaking of the FEA, about a month 
month ago Jules Joskow, Vice President 
of NERA, and I had a meeting with 
Steve Mintz, the author of the FEA 
paper which so strongly advocated life
line rates. After being bombarded by 
replies from industry, Mr. Mintz had a 
different attitude toward lifeline rates 
by the time he arrived at that meeting. 
He opened the meeting with the ques
tion: "Is there anyplace the lifeline rate con
cept could work?" As I am prone to do, I 
answered the question in the negative
"Let me tell you where it won't work''. Off 
the top of our heads, when we counted 
up all the problem areas, it seemed that 
we had eliminated most of the country. 

We came back from that meeting 
with the notion that this question really 
ought to be addressed more systemati
cally. And today I would like to impart 
to you the results of that investigation. 

I must point out that the data which 
follow are drawn from a 1970 census 
computer tape which is nationwide in 
scope, but which provides data only for 
a sample of one out of every 1,000 
households. Thus, for some states, the 
sample sizes are quite small, yielding 
results to be taken only as indicators of 
the facts for a given area. Considerably 
more detailed data are available for 
individual states or areas; we have 
found that, in order to reach firm con
clusions about a particular area, such 
data should be consulted. 

In order to proceed, I must make two 
basic assumptions. First, by my defini
tion, a lifeline plan doesn't work if it 
fails to benefit a substantial segment of 
the ·poor or, on the other hand, if it 
inadvertently benefits a substantial 
segment of the affluent. In other words, 
I am making the assumption that those 
who offer lifeline proposals have as 
their true objective helping the poor 
and/or the elderly. Second, I am as
suming that the lifeline rate is structured 
in such a way that it reduces rates only 
for low-use customers. 
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Table 2 

Poor - Income Under $4,000 

[===:)10-15% 

L~ .; "rl Over 15% 

Table 3 

Poor= Income Under $4,000 

C=:].25-50% 

~ Over 50% 

Let me turn now to our findings. 
Lifeline rates would only benefit cus
tomers who are cla$sified as residential 
customers: rates applicable to com
mercial and industrial customers would 
rise. We first sought to determine the 

largest states in the country, over 15 percent 
of the poor do not pay their own electricity 
bills. In these states lifeline rates will 
fail altogether to reach one out of every 
six or seven poor families for this reason 

4 

proportion of the poor living in master
metered dwelling units-that is, those 
who do not pay their own electricity 
bills, but have utility costs included in 
rent. Table 2 is a map indicating our 
findings. In 13 states, including the three 

alone. Moreover, in 14 additional stales, 
at least 10 percent of the poor do not pay 
their own electricity bills. If you know your 
population statistics, you may note that 
nine of the 10 largest states in the coun-
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Table 4 

Poor= Income Under $4,000 

m, .;j Over 20% 

Table 5 

Poor= Income Under $4,000 

C:::=J5-10% 

~ Over 10% 

try are highlighted on this map. 
In our investigation of the work

ability of lifeline rates, we asked what 
basic electric appliances consume 
enough electricity to boost consumption 
above the lifeline benefit level. The 

In an additional 13 states, over 25 percent 
of the poor have electric water heaters. If 
lifeline rate relief is restricted to resi
dential customers using, say less than 
500 kilowatt-hours a month, all of these 
people will be bypassed. 

5 

answer comes to mind immediately-an 
electric water heater. Table 3 is a map 
highlighting states in which a high 
percentage of the poor have electric 
water heaters. In 10 states, over 50 per
cent of the poor have electric water heaters. 

,,..· 
In five states, at least 20 percent of the 

poor live in electrically heated houses. (See 
Table 4.) No lifeline plan will help these 
people. Indeed, institution of the life
line concept could raise rates very sub
stantially for this group. 
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Table 6 

Poor= Income Under $4,000 

c=J 25-50% 

JZ:;xa Over 50% 

Table 7 

Poor= Income Under $4,000 

C=:]25-50% 

c:::2 Over 50% 

Table 5 focuses on farmers. The 
theory is that many farmers, who are 
far from affluent, are nevertheless sub
stantial users of electricity. I under
stand, for instance, that the farmers in 
Vermont recognized the lifeline impli-

gether for each state the percentage of 
the poor who do not pay their own elec
tricity bills, the percentage who do pay 
their own bills and have electric water 
heaters, and the percentage who are 
farmers. This combination represents 

cations for them and were instrumental 
in defeating the proposal there. In three 
stales, over 10 percent of the poor are farm
ers. In an additional eight slates, between 
5 and 10 percent are farmers. 

To create Table 6, I have added to-

the proportion of the poor who will de
rive no benefit from any lifeline plan 
restricted to those using less than, say, 
500 kilowatt-hours per month as the 
Table shows. In 14 stales, over one-half 
of the poor would be left out. In an additional 

PERCENTAGE OF POOR DERIVING NO BENEFIT FROM A LOW-USE LIFELINE 

kORI H OAI\Ol A 

WYOMING 

NEBRASKA 

COlOftADO 
KANSAS 

NEW MEUCO 

6 

I 
t 

2621 
i 

I 
I 
[ 0 

f 

I 
I 
I 
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Table 8 

Poor= Income Under $4.000 

C:=J 20-40% 

t;'. ;Ji;I Over 40% 

I 

Table 9 

Poor= Income Under $4.000 

C:=J 20-40% 

c::] Over 40% 

' 

25 slates, over one-fourth of the poor would 
be bypassed. By any reasonable definition, 
lifeline should be judged a failure as an 
instrument to benefit the poor in all of 
these states. 

Table 7 indicates those states in 

which lifeline rates have been proposed. 
Interestingly, two of the proposals 
(Florida and Vermont) fall into the most 
unworkable areas and all of the remain
ing six proposals fall into the over-25-
percent-unworkable areas. 

PERCENTAGE OF POOR DERIVING NO BENEFIT FROM A MODERATE-USE LIFELINE 

MOl'HANA. 
NORTH DAKOTA 

SOUTH DAKOTA 

WYOMING 

NEBRASKA 

COlOflADO 
KANSAS 

OlU.AHOMA 

NEW MEXICO 

TEXAS 

In recognition of the fact that some 
proposed lifeline levels are set as high 
as 600 or 700 kilowatt-hours, in Table 8 
I have taken into account electric space
heating saturations. Table 8 shows the 
combined percentage of the poor who 

do not pay their own electricity, plus 
those who do and have electric space 
heating, plus the farmers. This com
bination represents the proportion of 
the poor who will not benefit even if 
the lifeline rate reduction goes up to, 

PERCENTAGE OF POOR DERIVING NO BENEFIT FROM A MODERATE-USE LIFELINE 

~r~~ ... 
NORTH DAKOTA 

SOUTH DAKOTA 

W't'OMING 

NEBflAS-AA 

C0t.OOAOO 
KANSAS 

NEW MEXICO 

TEXAS 

7 263 
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say, the 700- or BOO-kilowatt-hour level. 
In the District of Columbia, Nevada and 
Washington, over 40 percent of the poor 
would fail lo benefit under this plan. In an 
additional 20 slates, over 20 percent of lite 
poor would be bypassed. Five of the eight 
states in which lifeline proposals have 
been offered fail even this test. (See 
Table 9.) 

IV. The True Effects On 
Rates Of Lifeline 

Before I started reviewing the data, 
you will recall that I made two assump
tions-first, that our true interest is in 
helping the poor and/ or elderly and, 
second, that lifeline rates me designed 
so that t~e benefits are focused on low
use residential customers. I would like 
now to drop that second assumption
I don't want to assume any longer that 
lifeline rates benefit only low-use resi
dential customers; I want to consider 
what actually could be expected to 
result if the lifeline proposals now 
offered were adopted. 

Too many people have the notion 

that if the lifeline level is set at, say, 300 
kilowatt-hours, people using less than 
300 kilowatt-hours a month will benefit 
while everyone else will pay a little 
more. But this is not the case. Using the 
300 kilowatt-hour. level for illustrative 
purposes, it must be recognized initially 
that all customers would receive a re
duced rate for the first 300 kilowatt
hours they consume per month. They 
would not have to consume less than 
300 kilowatt-hours a month in order to 
benefit. Thus, a customer using 1,000 
kilowatt-hours per month would save 
money on the first 300 kilowatt-hours 
and pay something extra for each of the 
additional 700 kilowatt-hours he uses. 
Depending on the specific lifeline pro
posal instituted, he may or may not find 
his overall bill reduced. 

In order to find out what is true for 
a particular company and a particular 
proposal, two steps are required. First, 
you have to determine the cost of the 
application of the lifeline rates to the 
first 300 kilowatt-hours used by each 

1. Required Lifeline Reduction Per Kilowatt-Hour 2 cents 

L .. 

2. Kilowatt-Hours Billed Below 300 Level 

3. Lifeline Revenue Loss (1 x2) 

4. Nonlifeline Sales, All Classes (Kilowatt-Hours) 

5. Required Surcharge Per Kilowatt-Hour (3-'--4) 

6. Net Change in Residential Bills 

300 Kilowatt-Hours 

500 Kilowatt-Hours 

750 Kilowatt-Hours 

1,000 Kilowatt-Hours 

1.500 Kilowatt-Hours 

8 

1,000,000 

$20,000 

4,000,000 

0.5 cents 

-$6.00 

-$5.00 

-$3.75 

-$2.50 

0 
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customer. This involves determining 
from a company's bill frequency analy
sis the amount of residential kilowatt
hours sold in the below-100-kilowatt
hour category and multiplying this by 
the lifeline saving per kilowatt-hour. 
For illustrative purposes, assume your 
bill frequency data show that you sell 
one million kilowatt-hours in the 300-
and-below billing blocks and you know 
that the mandated lifeline reduction is 
2 cents per kilowatt-hour. That comes 
to $20,000 total cost. (See Table 10.) 

Where is the utility going to get back 
this $20,000? Since the lifeline pro
posals generally contemplate equitable 
recovery from all customer classes, the 
most straightforward assumption is 
that the $20,000 cost will be spread 
evenly over all remaining residential, 
commercial and industrial kilowatt
hours sold. If the utility sells, say, four 
million kilowatt-hours in these other 
areas, then a charge of one-half cent 
per kilowatt-hour would be required to 
make up the $20,000 loss. 

Given this, the residential customer 
using 1,000 kilowatt-hours a month 
saves 2 cents on the first 300, or $6.00, 
and pays an additional half-cent on the 
remaining 700 kilowatt-hours, or $3.50, 
for a net saving of $2.50 a month. Indeed, 
in my example, the benefit extends all 
the way up to the 1;500 kilowatt-hour 
level. 

Generally, anytime the revenue re
covery is drawn from all classes, resi
dential customers using even relatively 
high amounts of electricity will save 

money. This results simply from the 
fact that only residential customers 
benefit from the lifeline rate scheme, 
but other classes typically pick up be
tween one-half and two-thirds of the 
tab for the program. 

In short, the lifeline proposals as 
currently framed merely provide a 
means of shifting rate burdens from the 
residential class to the commercial and 
industrial classes. Thus, it is difficult to 
argue either that these plans would 
focus benefits on the poor and the 
elderly or that the typical residential 
customer would perceive an incentive 
to conserve as a result of the institution 
of lifeline rates. 

Now I don't want to leave the 
impression that this is an unsolvable 
problem. With a little ingenuity and a 
free hand, you can make rate schedules 
do jumping jacks. The secret lies 
entirely in the way you go about recov
ering your lifeline revenue loss. 

A perfectly sensible approach would 
be to restrict the revenue recovery to 
the residential class. The commercial 
and industrial classes would be un:. 
affected and the aggregate revenue from 
the residential class would be the same. 
Only the residential rate structure 
would be changed. Since the residential 
customer class would have to pick up 
the entire tab for the lifeline program, 
the necessary surcharge goes up sub
stantially. If total residential sales are 
2.2 million kilowatt-hours, with one 
million billed in the under-300-kilo
watt-hour blocks and the other 1.2 

1. Required Lifeline Reduction Per Kilowatt-Hour 2 cents 

2. Kilowatt-Hours Billed Below 300 Level 

3. Lifeline Revenue Loss (1x2) 

9 

1,000,000 

$20,000 
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million billed at greater levels, then the 
necessary surcharge per kilowatt-hour 
is 1.67 cents (see Table 11). The con
sumer of 1,000 kilowatt-hours a month 
would save $6.00 on the first 300 kilo
watt-hours, but would pay $11.69 more 
on the last 700 kilowatt-hours for a net 
increase in his bill of $5.69 a month. The 
breakeven point would come at the 660 
kilowatt-hour level (see Table 11-A). 

I am sure you recognize that an 
infinity of games can be played in order 
to restrict the lifeline benefits to lower 
levels of use. For example, one could 
recover the entire lifeline revenue loss 
by adding a surcharge to kilowatt-hours 
billed in the 300-to-500-kilowatt-hour 
blocks. Or one could load the entire 
lifeline surcharge onto the three-month 
peak period. 

M•--- --•· --~~~;~~ A~;-~N-~~- ~l;~~f~E·-~~~~~~-~c~n;n·::d). ~~';, 
(Surcharge Residential Class) 1 

! ---·---- ----------------------------------

1 6. Net Change in Residential Bills 

300 Kilowatt-Hours 

500 Kilowatt-Hours 

750 Kilowatt-Hours 

1,000 Kilowatt-Hours 

1,500 Kilowatt-Hours 

2,000 Kilowatt-Hours 

In concluding on the lifeline rate, it 
seems clear that one could tailor the 
revenue recovery in such a fashion that 
the lifeline benefits are restricted to 
fairly low-use customers. However, 
existing proposals do not do this. More
over, the problem· that inevitably 
remains is the first problem that we 
reviewed here-benefiting low-use 
residential customers is not the same 
thing as benefiting poor and elderly 
customers. 

V. Fuel Stamps 
A direct income test underlies the 

fuel stamp proposals which now are 
receiving increasing consideration as a 
means of assisting the poor and the 
elderly coping with the energy crisis. 

We now know of five energy stamp 
bills introduced at the federal level. 
Three are aimed at all low-income 
households and one is aimed at those 
who are both poor and old. Two of the 
bills would fix monthly benefits at $25, 
one would pay 30 percent of utility 
costs and one would seek to cover the 
increase in fuel costs since the '73-74 

-$ 6.00 

-$ 2.66 

+$ 1.51 

+$ 5.69 

+$14.04 

+$22.39 

season. Our understanding is that these 
bills are languishing in committee. 

Beyond this, at least two experi
mental fuel stamp programs already 
are under way at the local level. Under 
the demonstration fuel stamp program 
in operation in Pennsylvania, those who 
are eligible for food stamps also are 
eligible for the fuel stamps. Booklets 
containing $75 worth of stamps are 
provided at $25 each to low-income 
families. These stamps may be used to 
pay either utility or fuel oil bills. The 
Colorado program provides aid in the 
form of vouchers made out to the low
income individual or directly to the 
company supplying his energy needs. 
The amount provided varies between 
$30 and $45 per month (but cannot 
exceed 60 percent of the monthly bill, 
or $150 for the January-April demon
stration period). 

The comparative advantages offered 
by a fuel stamp program are many. 
First, as long as the eligibility standards 
parallel those for existing food stamp 
or other public assistance programs, 

---------- - ------------------------------------------
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the costs of administering a fuel stamp 
program should be low. 

Second, under such a program, the 
poor are identified directly so that 
benefits are allocated according to in
come rather than according to electricity 
usage. If desired, the elderly also can 
be identified ·directly. When utility 
costs are included in rent, fuel stamps 
can be used to make a portion of the 
rent payment. Potentially, therefore, 
fuel stamps provide a sharply focused 
means of providing energy cost relief 
to the poor. 

Third, since fuel stamps may be used 
to pay gas or fuel bills as well as elec
tricity bills, unnecessary discrimination 
against the poor who happen to use 
electricity for cooking, water heating or 
space heating is avoided. 

Finally, a much more meaningful 
level of aid can be provided than the 
$6- to $8-a-month savings offered by 
the lifeline rate approach. Potentially, 
therefore, fuel stamps offer a way to 
solve all the problems associated with 
lifeline rates. 

The fuel stamp concept is not with
out some practical disadvantages of its 
own. Primarily, there is an explicit re
quirement for new tax revenues to pay 
for the fuel stamps. In a period of 
budget cutbacks at every level of 
government, it is an understatement to 
say that tax revenues may be difficult 
to raise. Moreover, some apparently 
see the fuel stamp alternative as an 
insidious way to shift the burden asso
ciated with assisting the poor and the 
elderly from the utility to the taxpayer. 
This view overlooks the fact that, in 
reality, the lifeline proposal also re
quires a "tax" on all nonlifeline elec
tricity consumption, although the sur
charge necessitated by lifeline may not 
be labeled as such. 

I would like to consider the cost of 
a national fuel stamp program. There 
are today roughly six million families 
in the U.S. receiving food stamps. If we 
assume that each of these families also 
would receive fuel stamps with a net 
value of, say, $15 per month, then the 
annual price attached to a national fuel 

11 

stamp program would be roughly $1 
billion. This would add a little less than 
6 percent to the $19 billion in total wel
fare benefits now paid out. If this were 
financed by additional personal and 
corporate income taxes, roughly a 0.7-
percent increase in tax revenues would 
be required. 

But let us suppose instead that the 
fuel stamp program were financed by 
a tax on electricity, natural gas and fuel 
oil sales. Our very rough numbers indi
cate that this would require about a 
LS-percent increase across-the-board 
in such energy prices. Although this 
may not be a very pleasant prospect, 
and while it can be argued that there is 
no basis for recovering the cost of a 
fuel stamp program entirely through 
the taxation of utilities, the rate 
increases that your larger customers 
might be required to bear even under 
such a program compare favorably with 
the lifeline surcharges likely to be 
required. 

In order to protect my professional 
standing, let me end by repeating Psalm 
23 from the new economic testament 
according to Paul Samuelson-econo
mists always favor solving basic income 
distribution problems such as those we 
have been discussing by directly sup
plementing the income of the poor with 
revenues derived from a general income 
tax. Practically speaking, however, 
recognizing that the income structure 
of the U.S. is not going to change over
night, a well-administered .fuel stamp 
program seems to offer the best solu
tion to helping the poor and the elderly 
deal with rising energy costs. 
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-~~~:~~em<eh Associates prnvides 
a full range of economic research and consulting 
services. Among the areas of specialization are: 

■ Antitrust economics 

■ Regulatory policy and 
public utility economics, 
including cost studies, 
rate of return analyses 
and rate design 
economics 

■ Energy and mineral 
economics 

■ Pricing policy and 
costing methods 

■ Tax matters 

■ Environmental 
economics 

■ Economic statistics, 
including collection, 
analysis and presentation 

I statistical data 

ual employment and 
her labor practices 

--------------------------
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EDISON ELECTRIC INSTITUTE~JUL ~ ~. ~1j·1r1 ... 
00 PARK AVENUE • NEW YORK 10016 • (lllll) 1173-8700" 
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July 5, 1973 

To Members of the 
Rate Research Committee 

Gentlemen 

Attached, for your information, is a copy of the report· 
from the ~1aine Public Utilities Commission concerning the 
"Lifeline Demonstration Program," carried out in Maine. 
This study is informative with regard to the implementation 
and the various effects of lifeline rates. 

Attachment 

L Schenck 
President 
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LINCOLN SMITH 

STATE OF' MAINE 

Jublic Jtliilitil's 0Iommis5ion 
AUGUSTA 

04333 

July, 1977 

To the Honorable Members of the House of Representatives 
and Senate of the 108th Legislature: 

Enclosed is the Commission report on lifeline rates required 
of us by 35 M,R.S.A. §85. We have complied with the statutory re
quirements, but this Report should not be read as an exhaustive 
analysis of the policy choices or tariff possibilities inherent 
in the lifeline concept. 

RHG/hmc 
Encl. 

Respectfully, 

~-1~ 
Ralph H. Gelder 
Chairman 
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I. SUMMARY OF LIFELINE PROGRAM 

In 1975, the Maine Legislature enacted the Older Citi~ens Lifeline 

Electrical Service law designed "to insure an adequate electric utility 

service to older citizens at a price they can afford." This law created 

a one-year demonstration program which would allow low income elderly in 

selected communities to obtain electricity at rates rore favorable than 

other residential customers. 

Under the program, eligible low income elderly would receive a lifeline 

rate of 3¢ per kilowatt hour for the first 500 kilowatt hours used each 

month without any additional charge for fuel. Above 500 kilowatt hours 

per month, lifeline rates would be the sam~ as regular residential rates, 

and would include the fuel charge. 

The electrical lifeline law gave the Public Utilities Commission 

responsibility_for operating the lifeline demonstration program. The 

Commission promulg&ted rules and procedures for the program and chose the 

six demon6tration municipalities within the service areas of the three 

electric utilities directed to participate in the program: Portland and 

Rockland (Central Maine Power Company); Bangor and Ellsworth (Bangor Hydro-

. Electric Company); Caribou and Fort Kent (Maine Public Service Company). 

The Commission requested and received the assistance of the Executive 

Department's Division of Community Services in signing up lifeline applicants. 

The Division in turn obtained the help of the various Community Action 

Organizations in the demonstration municipalities. Applicants were secured 

under procedures established jointly by the Commission and Division of 

Community Services and then the utilities were informed of those persona 

eligible for the program. The first electricity was supplied at lifeline 
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rates to lifeline customers on December 1, 1975. Some 2,619 low income 

elderly persons ultimately participated in the one-year demonstration program. 

The law provided that should implementation of the program cause a 

loss of revenue to a utility, additional revenue could be obtained from 

other customers of the utility. The Public Utilities Commission therefore 

established a surcharge on the utility bills of other customers in the 

demonstration communities to cover the loss of revenue from implementation 

of lifeline rates to low income elderly. 

All considered, the program ran smoothly. There was some adverse 

public reaction to the surcharge, especially in Caribou and Fort Kent where 

the surcharge was relatively high. Among the participants themselves, the 

program was popular. 

The lifeline program ended in early 1977 and the Commission began its 

evaluation of the program. It gathered data from the utilities, conducted 

with the Division of Community Services a telephone survey in the 

demonstration communities and held a public hearing on the program in 

February 1977. 

The results indicated that the lifeline program provided significant 

benefits in the form of cheaper electric rates to participating low income 

elderly. It did not impose siRnificant financial burdens on the parti

cipating utilities. The lifeline proRrnm had no apparent_ impact on the 

electric consumption. The people on lifeline rates showed about the same 

pattern of consumption durin~ 1976 as they had in years prior to lifeline 

program. Apparently the relative poverty and frugality of the lifeline 

group hns tended to hold any expansion in consumption to rates below that 

of residential users as a whole. 

zn 
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Lifeline rates are fundamentally subsidy rates. That is, no study 

establishes that they are related to costs of service, and they necessarily 

result in some customers paying costs resulting from the consumption of 

others. Thie Commission has repeatedly questioned whether electric rates 

in general are-sufficiently cost-related, and a major rate redesign study 

is currently underway. Since we cannot conclude that the present rates 

are not shot through with subsidies, we cannot criticize lifeline rates 

simply because they are not cost-related. We simply note that the 
' 

decision as to whether to continue this particular subsidy is up to the 

Legielature. Our own efforts have been directed t_oward relating rates to 

costs, but we have not yet succeeded to a point at which we can assert 

that thia subsidy is any less costly or rational than others still existing 

in electric rate structures. 

If the Legislature decides to continue the program, then one of the 

major problems is how the utilities should recover their losses in 

revenue, i.e. what form the subsidy should take. The lifeline surcharge 

during the demonstration program was unpopular and could be discarded 

if other alternative sources of revenue for funding the program are 

established. The most palatable method would appear to be some form of 

general State or Federal funding. If the surcharge continues, consideration 

should be given to computing it on a per customer basis rather than a 

per KWH basis. 

Due to the wide disparity among the residential rate levels of Maine's 

electric utilities, the Connnission believes that it would be desirable 

to calculate lifeline rates as a percentage of reRular residential rates. 

Also, to prevent fraud, the lifeline application form should contain a 

waiver giving the administering agency authority to verify data with all 

other agencies of State Covernment. 
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Cle&rly, current rate structures for residential service place the 

greatest cost per kilowatt hour upon small users of electricity, including 

the low income elderly. While this fact does not prove the existence of 

a subsidy one way or the other, it can be fairly stated that the low income 

elderly have difficulty meeting high energy costs that go well beyond 

the cost of electricity. Programs such as lifeline and the recently enacted 

Federal Emergency Energy/Fuel Assistance Program can mitigate this burden. 

Even if the lifeline concept is adopted, the problems arising from other . 
energy costs will persist. Lifeline is at best an inadequate solution to 

the real energy problems of the poor, which are rooted in the high costs of 

home heating oil, kerosene, and electric power in quantities well above 

the lifeline maximum for those who heat electrically. 
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II. IMPLEr!ENTATION OF LIYELINE PROGRAM 

1. The Statute 

The lifeline demonstration program was established by the 

Older Citizens Lifeline Electrical Service Law, P.L. 1975, C. 585, 

35 M.R.S.A. C. 4, ft~Bl-85, passed by the 107th Legislature and 

signed by Governor Longley on Jene 26, 1975. The text of the 

law is included ns Appendix A of this report. 

Section 82 of tho 1~ sets forth the statement of policy, 

which reads in part: 

"It is declared that it is a policy of the State of Maine 
to inaure an adequate electrical utility service to older 
citizens at a price they can afford. It is the policy of 
the State that older citizens be able to receive electrical 
service fortbaaic necessities of modern life, such as 
lighting and refrigerntion, at a stable, fair and reasonable 
minimum coot and to encourage the reduction of electrical 
power consumption for all other uses beyond such basic 
neceasities." 

The definitions for the statute are provided in Section 83. 

The terms "household," ''household income," "income'' and "older 

citizens" were taken from the Elderly Householders Tax and Rent 

Refund Act, 36 M.R.S.A. 1116101-6121. A "residential customer" 

is an individual with a permanent abode in Maine who is present in 

Maine more than 183 days in a year. This definition is less strict 

than the Elderly Householders Tax and Rent Refund Act, which has . . 

as a standard "was domiciled in this State and ovned or rented a 

homestead in the State during the entire calendar year preceding 

the year in which he files claim for relief •• ," 
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Section 84 sets forth the rules and operational guidelines of the 

lifeline demonstration program. The Public Utilities Connnission is given 

responsibility for the program and the power to establish the rules and 

procedures for putting it into operation. Under this provision the 

Commission sought and obtained the assistance of the Executive Department's 

Division of Community Servicest assistance which proved essential in the 

operations of the program. 

Section 84 also prescribes the lifeline rate and directs the 

Commission to choose in the service areas of l1aine's three largest electric 

utilities -- Central Maine Power Company, Rangor Hydro-Electric Company 

and Maine Public Service Company -- one municipality with a population 

between 2,500 and 10,000 and one with a population over 10,000. Section 84 

provides in addition that in order to qualify for the lifeline pro~ram, 

a single household must not have. had income over $4,500 and a larger 

household must not have had income above $5,000. 

Section 85 provides for a review of the program after its completion. 

Finallyt the enacting sections of the lifeline law (P.L. 1975 C. 585, 

Section 2) provided that the three electric utilities would file revised 

tariffs conforming to the lifeline statute at the Connnission's direction. 

It also provided that: 

In the event that implementation shall cause a loss of 
revenue to a utility, the additional revenue shall be 
obtained from all other classes of energy use in a just 
and reasonable manner. 

Since lifeline rates would inevitably be lower than regular 

residential rates, it was obvious that the electric utilities would suffer 

an actual loss of revenue from implementation of the program. Consequently, 
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this section led the Commission to impose a per kilowatt hour surcharge 

on non-lifeline customers in the demonstration communities to make up 

for the loss of revenue. 

The lifeline program took five months to establish from July 

through November 1975. During that period, a number of complex issues 

had to be resolved such as the lifeline rate and the amount of surcharge. 

2. Lifeline Rate 

The language of the statute, Section 84(2) reads: 

(The Public Utilities Commission shall) "Establish the 
lifeline alectrical service rate for a period of twelve 
months. The first rate step of the lifeline rate shall 
not be more than 3¢ per kilo~att hour for each of the 
first 500 kilowatt hours of electricity utilized in any 
monthly billing period .••• Where any existing rate for a 
particular usage level ie lower than the lifeline rate 
established by the Commission, the lower rate shall prevail." 
(Emphaais added) 

The sponsors of lifeline clearly intended to establish a simple 3¢ 

per kilowatt hour (hereinafter KWH) rate for the first 500 KWH. They 

further intended that any usage over 500 KWH would be at regular residential 

rates, including the fuel charge. However, the underlined sentence in 

Section 84(2) created some ambiguity as to rate structure. The 

Connniasion decided to interpret the word ''rate" in Section 84 (2) as 

meaning the total rate. Since no base residential rate of any of the three 

utilities at a usage level of 500 KWH was less than $15.00, the statute's 

3¢ per KWH for the first 500 KWH would not have to be lowered. This 

permitted the Commission to adopt a rate structure of 3¢ per KWH for the 

first 500 Kt.TU, and then a return to the reeidential rate blocks for usages 

above 500 KWH. 
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The flat rate of 3¢ for the first 500 KWH was considered particularly 

important by the sponsors and the Division of Community Services. This 

easily understood relationship between a customer's KWH usage and his bill 

would enhance the customer's ability to practice conservation. 

The statute also required that "the rate provided by this section 

shall not be supplemented by any minimum charges, service charge, connection 

charge or other periodic charge. • • " This language made inapplicable 

such tariff provisions as C~ntral Maine Power's minimum charge of $3.00 

per month. Thus if a lifeline customer used 50 KWH, his bill would be 

$l,S0, rather than $3~00. Lifeline customers were not charged for 

switchin_g over from residential to lifeline services and new lifeline 

customers were not charged for the connection of electrical service. The 

Commission also decided that this language did not affect contracts for 

line extension service. 

The Commission inquired of the Sales Tax Division of the Bureau of 

Taxation whether the sales tax was a "periodic charge" excluded under 

Section 84(2), The Director of the Sales Tax Division and the assistant 

attorney general working with the Bureau of Taxation both concluded that 

despite Section 84(2), a sales tax must still be charged to lifeline 

customers. 

Finally, the fuel adjustme~t charge, clearly a "J'eriodic charge," was 

prohibited on usage below 500 K\~I. The question was whether the fuel 

adjustment charge could be applied to lifeline customers' usage above 

500 KWH. The Commission decided that the fuel adjustment charge should 

be applied to that portion of a lifeline customer's usage 1~1ic~ exceeded 

500 KWH. One factor in this decision was tlnt failure to apply the fuel 

adjustment char~e to usage over 500 KWH would discourage conservation by 

lifeline customers. 
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3. Lifeline Surcharge 

As mentioned above, the Commission interpreted the law to require 

the imposition of a surcharge, because implementation of the lifeline 

program would inevitably mean that the utilities would suffer a loss of 

revenue. Two phrases in the statute required interpretation: "Loss 

of revenue" and "all other classes of energy use". 

The phrase "loss of revenue" had t:vo possible interpretations. The 

loss in revenue might be only the loss in gross revenue. This would be 

the decrease in money received from lifeline customers because they would 

be paying bills at lower rates. The other interpretation would include 

not only the loss in gross revenue caused by lifeline rates, but also the 

administrative costs of the program. 

The Commission took the position that administrative costs did 

not decrease the company's total revenues. Unlike the loss in gross 

revenue due to lower lifeline rates, which was a precise, independent 

figure which could be easily computed, administrative costs and the 

allocations involved were under the complete control of the utilities. The 

Commission requested the participating utilities to provide monthly reports 

of their lifeline administrative costs. 

Central Maine Power's lifeline ra.tes were approved by the Commission 

on November 18, 1975. Shortly thereafter, on December 5, 1975, Central 

Maine Power filed its "Petition to reopen proceeding for Amendment Order," 

in which it sought the inclusion of all administrative costs in the 

surcharge. Thie was denied as the Commission reaffirmed its position that 

the "loss of revenue" should be limited to the loss of gross revenue. 
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The phrase in the statute "all other classes of energy use" had 

several significant consequences. The word "all" meant that the surcharge 

could not be limited to residential customers, but must also be applied 

to all other classes of service, such as industrial and business service, 

and area and street lip,htin~. The word "other" excluded the imposition 

of the surcharge on that usage of lifeline customers which exceeded 500 KWH. 

The Commission decided that the best way to handle the surcharge 

would be for each utility to have a single surcharge, and impose it on the 

customers within those two municipalities in its territory where lifeline 

was bein~ offered. This choice was made over two alternative approaches. 

One would have imposed a separate lifeline surcharge for each community, 

with that community's revenue loss being made up against all non-lifeline 

customers within that community. Since the lifeline statute contemplated a 

possible statewide implementation of the lifeline program, such a geographical 

division would not have provided the information needed to assess a more 

broadly based program. Another alternative would have imposed the surcharge 

over the utilities' entire service area, rather than limiting it to the 

demonstration municipalities. This would have produced difficulties'for the 

utilities, since the surcharge would have been so small when spread over 

the entire system that it might not have been collectible. Furthermore, the 

Commission wanted to see how the general public would react to a realistic 

surcharge. Spreading it over the entire system would have led the public 

to underestimate the true cost of the lifeline program. Also, since only 

the demonstration municipalities' inhabitants benefited from the proRram, 

it would have been unfair for other utility customers to pay a surcharge 

when elderly poor v,ithin their own community were unable to benefit. 
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The general method for computing the surcharge was described in the 

tariffs of Central Maine Power as follows: 

The lifeline adjustment shall be determined by dividing: 

a. the difference in the preceding month between what lifeline 
customers: 
1. would have been billed under Rate "A" (residential rate) and 

ii. what they were actually billed under Rate "LL" (lifeline rate); 

b. by the estimated KWH usage in the present month of the customers 
on the above rates in the trial areas. 

In other words, the sutcharge assessed on May's estimated KWHs reflected 

lifeline usage in April. 

4. Constitutionality of the Program 

During the early phases of the program, the constitutionality of the 

lifeline statute was questioned. On November 20, 1975, Representative Gail 

H. Tarr, of Bridgton, Maine, asked the Maine Attorney General's office to 

review the constitutionality of the surcharge provision of the statute. 

On February 24, 1976, the Attorney General's office sent an opinion 

letter to Representative Tarr affirming the constitutionality of the 

surcharge. A copy of this opinion letter is attached as Appendix B. 

5. Choice of Demonstration Municipalities 

The statute gave the Commission the responsibility for choosing the 

six demonstration lifeline municipalities. The six chosen, with their 

1970 census populations, W!re: 

Central Maine Power Company 

Portland 
Rockland 

65,116 
8,505 

Bangor Hydro-Electric Company 

Bangor 
Ellsworth 

33,168 
4,603 
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Maine Public Service Company 

Caribou 
Fort Kent 

10,419 
4,575 

6. Application Form and Verification of Potential Applicants 

During the early stages of the program, it was hoped by some utility 

representatives that lifeline applicants would simply complete a form that 

would be verified by the Bureau of Taxation from their information con

cerning those who had applied for the Elderly Householders Tax and Rent 

Relief Act. 

A check with the Bureau of Taxation revealed, however, that the Bureau 

did not have any formal method of verifying the forms which were sent in by 

applicants under the Elderly Householders Tax and Rent Relief Act. Other 

tax records, such &s income tax records, were confidential and could not be 

used to verify the financial information supplied by lifeline applicants. 

It was suggested that the Department of Human Services might be able 

to assist the Commission. However, it was soon realized that Human Services' 

activities did not affect a large proportion of the potential lifeline 

applicants. 

The electric utility companies themselves stated plainly that they did 

not want to get into the business of approving lifeline applicants. The 

utilities simply wanted to have the names, addresses and (where possible) 

the account numbers of lifeline applicants supplied to them. They also 

insisted that the final approval of applicants must be made by the 

Commission itself, because under the statute it was given the burden of 

administering the lifeline program. 
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The solution ultimately arrived at was to have the participating 

outreach agencies, under the direction of the Executive Department's 

Division of.Cormnunity Services sign up the lifeline applicants for the Public 

Utilities Commission. These outreach agencies were (1) for Portland, the 

Cumberland-York Senior Citizens Council, (2) for Rockland, Mid-Coast Human 

Resources, (3) for Bangor, the PenQuis Community Action Project, Inc., (4) 

for Ellsworth, the Washington-Hancock Community Action Agency, (5) for 

Caribou and Fort Kent, the Aroostook Regional Task Force of Older Citizens. 

The applicants supplied the outreach agencies with the detailed information 

about their income that was required by Section 83(3) of the lifeline statute. 

The Commission and the Division of Community Services together developed 

a lifeline application card. (See copy included as Appendix C) The card 

was designed to be cut in two i[lllllediately above the duplicate space for 

the Applicant's name towards the bottom. The top portion, which contained 

the financial information about the lifeline applicant required by the 

statute, was kept by the outreach agency. The bottom portion of the card 

was kept by the utility, after inspection by the Cormnission. 

It was recognized that some lifeline applicants would be elderly people 

living with children where the household's total income was less than 

$5,900. Under the lifeline statute, it was possible for the children to 

have the electric service placed in the resident parent's name, so electricity 

could be obtained at lifeline rates, even though the children would pay the 

bill. This income information was required if children not residing with 

their parents paid their parent's bill. During the administration of the 
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program, it became clear that a small number of people took advantage of 
1 

these possibilities. 

The lifeline application cards were handled as follows: First, they 

were completed by the applicant or an outreach agency worker with the 

applicant's assistance. The cards, both top and bottom, were consecutively 

numbered by each outreach agency, such as El03 for lifeline applicant 103 

in Ellsworth. The top part of the card was then detached and kept by the 

outreach agency, while the bottom part was mailed to the Commission. 

The Commission staff examined the cards to make certain there were no 

irre~ularities and recorded the name of each applicant and his card number 

before sending it to the utility. 

1. One related difficulty with the lifeline statute's definition of 
"household" was perceived, but to the Commission's knowledRG it never 
aroce. Tho statute defines household ae "a claimant .and spouse and 
Hmbera of the household for whom the claimant under Title 26, Chapter 
901 ia entitled to claim an exemption•• a dependent under Title 36, 
Chapter 801 ••• 11 This language does not in theory include most examples 
of the caae described above of a lifeline applicant living with hie 
childr~n. Under the above definition, hie children would not be part 
of hia "household" unless they were his dependente under the applicable 
tax laws. In most cases, the children 'WOuld have the larger income, and 
the parent eligible for lifeline would have a very small income. There
fore, the children could not be the parent's dependents. But if the 
children were not dependents and therefore not part of the household, 
under the lifelino statute they could have any level of income and yet 
use lifeline as a method of echieving electricity at lower rates through 
their parent. In practice, we ignored tho dependency requirement. We 
interpreted "holL3ehold" as meaning the totality of people within the 
living unit, and applied the income teats to thi• totality. 
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7. Commission's Rules and Procedures 

On November 3, 1975, the Commission adopted its "Rules and Procedures 

for Older Citizens Lifeline Electrical Service." A copy of these Rules 

and Procedures appear as Appendix D. They deal with a number of technical 

issues involved in the actual implementation of lifeline. They are self

explanatory, with a few exceptions. These exceptions, dealt with in 

Regulations 2 and 3, relate to those multiple unit dwellings which are 

served by a single meter. 

The problem - an important one in any lifeline program - is caused by 

the fact that the electrical usage shown on the single meter has to be 

divided among more than one household. If all households served by the 

single meter are on lifeline rates, the utility will have no problems computing 

the bill. Where a utility has multiple households served by a single meter, 

the bill is computed by the utility as though the total Kk1{ usage were 

divided equally among the households and each billed separately. In fact, 

a single bill is sent to the person in whose name the electrical service is 

obtained - presumably the landlord. How the landlord divides up the bill 

is a matter to be resolved between himself and his tenant or tenants, although 

in its Rule and Regulation 2 the Conunission expressed the hope that where 

the electricity was paid as part of the rent, the rent would be reduced 

by the lifeline saving. 

Rule and Regulation 3 applies to situations where a master meter serves 

a multiple unit dwelling. Under this Rule and Regulation as initially 

enacted, eligible households within such dwellings could only obtain lifeline 

by having individual meters installed. The problems created by attempting 
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to divide master meter usage between lifeline and non-lifeline households 

were initially felt to preclude the application of lifeline to otherwise 

eligible households. Two distinct types of housing were affected. One 

type was public or non-profit housinR for the elderly. The other was 

housing for profit owned by private landlords, either multi-family houses 

or apartment buildings. 

A number of reasons were advanced to support the Commission's initial 

refusal to extend lifeline to all master metered households. One utility 

suggested that with a master meter it was impossible accurately to divide 

electrical use between lifeline customers and ineligible customers. The 

result would be that certain KWH usage would be billed at the wrong rate, 

which might violate the law. 

The utilities also were alarmed at the computer and bookkeeping problems 

which would ariae from attempting to provide lifeline in such hybrid 

situations. However, once the potential problem was limited to a few large 

housing projects in Portland, Central Maine Power felt increasin~ly cnnfident 

that it could provide a solution. 

The Commission itsel{ was reluctant to provide lifeline in such 

situations because the program was only a year-long demonstration. Here the 

Commission was haunted by a policy it had adopted many years ago, which 

allowed the master metering of multiple customers in new- buildings. 

The Commission was also concerned about the possibility of fraud by 

landlords in master meter apartments. Since any hybrid bill at mixed 

residential an<l lifeline rates would initially be received hy the Jandlord, 

there was real concern that some landlords would manipulate these bills for 
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thei.r own benefit instead of the tenants. Consequently, the Commission 

originally denied lifeline service to otherwise qualified applicants who 

were on a master meter serving some households eligible for lifeline. 

However, as soon as Rule and Regulation 3 was promulgated, efforts were 

begun to change this rule with respect to those elderly poor living in 

publicly subsidized or private non-profit housing projects. This pressure 

primarily came from Portland, where most of these projects are located. 

The Commission ultimately did change its mind and amend Rule and Regulation 

3 so that residents of such public and non-profit housing projects could go 

on lifeline. The Commission did not reverse its position with respect to 

private landlords. 

8. Signing up Applicants 

As soon as the application cards were printed and distributed to the 

outreach agencies, the signing up of lifeline applicants began. The result 

was a flow of lifeline cards to the Commission and the utilities. Attending 

to various problems these cards created was a major day-to-day administrative 

activity for those involved in the lifeline program thoughout most of its 

existence. This was so because lifeline applications were completed and 

processed, not only in late 1975, but during the first half of 1976. 

The major burden of signing up applicants rested upon the lifeline 

coordinators in the Division of Community Services and the five participating 

outreach agencies. The speed with which applicants were signed up depended 

upon the size of the community and the degree of organi~ation and effort 

of the outreach agency. Stephen M. Farnham, lifeline coordinator for 
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Aroostook County Action Program and the Aroostook Regional Task Force of 

Older Citizens describes hie actions in hie Lifeline Activity, dated 

December 18, 1975. Since it describes the most elaborately organized and 

successful initial effort to sign up lifeline applicants by the five outreach 

agencies, his report is quoted here in full: 

"The Lifeline Project was given priority status in tha two aaoigned 
c~ities by the Ta:k Force and the Aroostook County Action Program. 
It w~s decided by both agencies that a coordinated effort by outreach 
workers in both communities would be most effective. It was also decided 
that only one agency would be reaponsible for adm.inistratiou of the 
progre~ to avoid nny duplication of effort. Stove FArnbea, Task Force 
Outre~ch Director, was uaigned u project coordinator. 

"Four outreach J>$raonnel were aaoignf!d t:o the project -
tvo frOlll each agency. Celina Bourgoia, Eother Levesque in 
Fort Kent and Lewella Fitzherbert, Betty Kierstead in Caribou. 
All were fully trained in background of Lifeline and all were 
experienced in determination of inco,:;,e through the Tax and Rent 
Program. Offices were established in each community with a 
target of 90% completion within four weeks. Offices were to 
be open afternoons only, with Task Force transportation programs 
utilized effectively (this proved not to be necessary as no 
applicant requested transportation). Office space was donated 
in Caribou at the Aroostook County Courthouse Building. In Fort 
Kent the Senior Center was utilized, each being first floor 
offices, centrally located, and accessible to the handicapped. 
Information phones were set up utilizing existing phone lines 
to take calls during the morning hours. 

"It vas also decided that only the four outreach workers \IOuld 
tnke applications. No applications would be distributed to any 
individual, agency, or organization including Maine Public 
Service. This was agreed to by all parties concerned, as too 
many access points to applications would result in confusion. 

"At this point we felt ready to begin publicizing Lifeline. The 
State-issued releases did not produce mich response and were not 
locslized. An agency release was prepared and issued to area 
media (a copy is attached). Results follow: 

1. Bangor Daily News 
10/20 State Press release 
10/25 State Presa release with Bangor, Ellsworth 

localization. 
10/27 - Task Force issued release. 

2. Aroostook Republican (Caribou) 
10/29 - State Pross release 
10/29 - Task Force issued rel«aae 
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J. St. J~~ Va..lley Times (Fort ):ent} 
10/29 - 5tate press release 
10/29 - Task Force press relesse 

4. WAGM Television (Aroostook County) 
10/30 - Task Force press release 
11/1 - Public Service announcements (three per day) 
11/14 fl ti II II If If 

5. WFST Radio (Caribou & Fort Kent) 
10/30 - Task Force press release 
U/1 Public Service announcemant 
11/14 - M II k 

6. VECP lladio {Caribou) 
10/30 - Task Foroa pr••• release 
11/1 - Public Service 41lnouncementa 
11/14 If II ti 

11/24 - Call-in talk show discussion 
,12/4 It II It It 

7. \TDHP Radio (Caribou & Fort Kant) 
10/30 - Tank Force press release 
11/1 - Public Service announcet:ient; talk show discussions 
11/14 II Ii ti II II II 

8. WSJR Radio (Fort K~nt) 
10/JO - Ta,k Force news release 
11/1 - Public Service announcement 
11/ 14 II It It 

"In addition, it was decided to contact all churches in the two 
co-mmunities and explain the program enlisting their support. A 
telephone contact was madu with eleven churches in the two towns 
and a release was submitted in each instance to be publiah~d in 
tho church bulletins (a copy is attached). Over 12,000 pe~ple 
were informed in thia manner. Town and city managers and welfare 
offic14.la were made aware of the program and tied into the 
referral system. 

"Offices opened November 3rd in both townn processing applications 
frc,m 1:00 p.m. to 4:00 p.m. Tuo outreach workers and one super
visor were on hand the first week. The morning hours were utilized 
to do non-Lifeline work {except in one instance where an informa
tion phone was manned by an outreach worker). The offices 
rem.sined open until November 21st on a five day per week basis. 
As of November 21st over 80% of eligible recipients had been 
r,roceaoed. 

''We he.d been utili:d.ng five volunteer• from the Franco-American 
Gerontology Progr,ua Clf UHPI in Caribou. They were conducting 
a hoU3e-to-hoU3~ survev of the elderly 1nforni1.ng them of Life
line. Shut-i.us 1,.:erc located and Hcheduled for a home viait by 
&Ul outreach worker. ihirr.e volunteero put in 198 houri. of sen tee, 
id~nt1fying 907 eld:n-ly. >,ftcr th~ initinl four ,.,et."-•• ho?M Yi=fita 294 
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wan atarted using only one outreach worker. in each community. 
213 telephone or phyoical cont4cta vere mado in Fort Kant on 
possible eligibles resulting in 19 application:3 during the follow
up period. This brought Fort Kent to 100% completion. In Caribou 
483 telephone or physical contacts were ms.de in follow-ups resulting 
in 33 applications. Caribou ia naw 93% complete. 

"All record kee,ing ua bcsn do-M by the TC$k YoTa office cnd 
all reporto ioowd by that otfieo. Woc-kly progr~s re?orta 'W'll:re 
b~oia<l to the Divi~ion of Co-::-:r:unity Service, the Public Utilities 
C~ssion, rmd the Arooatook County Action Progrm:s. Follow-up• 
in Caribou and Fort Kent are being done to identify anyone we 
poaaibly may h~ve missed. 

"Lifeline posters have been placed in conspicuous places the 
eldarly may frequent in both tows (drug stores, post offices, 
to--.10 offices, food' stamp officeo, stores, etc.). Visits were 
alao made to senior clubs serving each town. 

"In atmnn&ry our Lifeline effort has had five steps: 

1. Coordination of personnel and efforts 
2. Training 
3. Public;ity 
4. Processing of applications 

a. includes identification of all elderly 
.b. visitations of shut-ina 

5. FollOlit-up on all elderly 

"A= a result of the joint efforts of the Aroostook Regional Task 
force of Oldor Citizerui aud the Aroostook County Action Program, 
96.5% of eligible individual.a have been enrolled into Lifelino 

, in Caribou and Port Kir:nt. " 

As the signing up process continued, it became apparent that it was not 

enough to have established the program, and wait for the applicants to 

come walking in. Extensive publicity and pereonal contacts proved essential. 

For example, during the routine work of the Cumberland-York Senior Citizens 

Council toward the end of the lifeline proRram and after it was over a 

large number of eligible lifeline applicants were encountered who had never 

leArned of the program. Newspaper articles, television or radio announcements 

and word of mouth information from fellow senior citizens had never reached 

them. As of AJril 1977, people still were showinR up at the Council, saying: 

"I've just heard about this lifeline program. How can I Bign up for it7" 
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During the early phases of the program, the Division of Community 

Services published a leaflet on the program. A copy of this leaflet is 

included in Appendix E. It stresses energy conservation as part of the 

lifeline program. 

Meetings were held by the Intcragency Lifeline Committee, consisting 

of representatives from the Commission, the Division o_f Community Services, 

and the outreach agencies. Utility repre3entatives frequently attended 

these meetings. A variety of problems were discussed at theae meetingB and 

the outreach agencies uaed them to compare each other's performances, which 

proved to be a apur to further efforts. 

Most problems encountered at the meetings were routine. The outreach 

agencies generally reported no difficulty in getting the income information 

from applicants; phrasea such as "down to the last penny" were used by 

several outreach agencies. However, the outreach agencies found some 

confusion on the part of some applicants about the nature of the income 

information that was sought. 

Starting on October 24, the outreach agencies began to have lifeline 

applicants fill out cards and send the bottom half of the cards to the 

Commission. As the utilities began to receive their portions of the 

lifeline cards from the Commission, annoying technical problems emerged, 

which to some extent kept recurring throughout most of the application 

phase of the lifeline program. 
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A study of the lif~lina filea raveale the range of problems which arose. 

There l.~rc r,.pplica.nts 'h'ho lived outoide the demonstration municipalities, 

a difficult pro0le!!! to detect because postal zones are not coextensive with 

political boundarlcs. There were a few duplicate appliaations. The failure of 

come applicants to writ• their account numbers on the bottom of the application 

fora created problems in Portland, where the housing patterns are most 

complex. Without the account number, the utilities did not have an entirely 

reli~ble mothod ot locating lifeline applicants. Some applicants were from 

master =etered buildings, and a few had incorrect addresses. There were 

problcma with deceaaed persona, with unrelated •ucceeeors, and with other 

people (not the applicant) at the nccount's location. The cards revealed 

that a la~ge number of widowa, especially in Aroostook CoLmty, kept their 

electric &ccounta in th0ir decea~ed hu.sbzmd~e naraeB. Theae problems, while 

tima-conauming, were rogolv~d without too much difficclty. They represented 

only a very !HaSll percentne~ of the total number of lifeline applicants, 

and o.s the progran bece.D'.O vell-catabliahed the numbe;r of problems diminished. 

In retroopect, eet~blishment of the program went smoothly and vithout 

major difficulty. Indeed, the cooper&tion between ,uch diverse groups as 

the C&Sllioaioa, tho Divieion of Commllllity Services, the five outreach 

agencie8 and the three electric utilities was r~111arkable. 

9. Co~ncemient Dcte of Program 

When the lifeline statute was enacted, it had been expected that the 

program would begin early in the autumn of 1975. This explains why the 

statute directed the Commioaion to report its findin~o and any recommendations 

concerning the lifeline rate to the Legislature prior to the last day of 1976. 

But thia nooumed that the program vould end considerably before December 31, 

1976. 
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for the electric utilities to program their computers (except for Maine 

Public Service Company, which had no computer at the time of the lifeline 

program). Procedures had to be devised for processing lifeline applicants, 

producing bills at lifeline rates and computing the surcharges. The outreach 

agencies had to locate and sign up the applicants in the various municipalities. 

Because of the extra time needed to prepare for the program, a starting date 

of December 1, 1975, for the lifeline program was ultimately adopted. 

The timetable set by the legielation may have assumed that all lifeline 

applicants who were found to be eligible on the starting date would begin to 

receive electricity at lifeline rates on that date. This proved impractical. 

The participating electric utilities read meters and sent out bills on a 

staggered basis: Central Maine Power reads meters and bills monthly; Bangor 

Hydro-Electric Company reads meters and bills its residantial customers 

bimonthly, with the exception of ~ustomera who have all-electric heat; 

Maine Public Service Company reads meters and bills its residential customers 

bimonthly, except for a few who live in commercial zones and therefore get 

their rJeters read monthly with their commercial neighbors. Because of these 

different billing cycles, it seemed unrealistic to have the three electric 

utilities b~gin applying lifeline rates on December 1 to customers who had 

already qualified. 

The solution adopted was to have each customer who qualified for lifeline 

before December 1, 1975 to obtain lifeline service at the beginning of his 

first billing cycle. which ber,an on or after December 1, 1975. Thus Central 

Maine Power Compe.ny had lifeline customers who her,an service at lifeline 
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rates on any day beginning December 1, 1975 and ending December 31, 1975. 

These customers obtained lifeline for a year, through the last billing 

cycle which began before December 1, 1976 but continued on after that date. 

On their first billing cycle beginning after December 1, 1976, they resumed 

regular residential rates. This meant that some Central Maine Power 

lifeline customers received electricity at lifeline rates through December 31, 

1976. and were billed at lifeline rates in early January 1977. The last 

lifeline surcharges were applied by Central Maine Power during January 1977. 

Bangor Hydro and Maine Public Service' lifeline customers went on lifeline 

at any time between December 1, 1975 and January 31, 1976. Their last 

electricity supplied to lifeline customers at lifeline rates (depending 

on the cycle) was oupplied between December 1, 1976 and January 31, 1977, 

with the laat lifeline bills mailed in early February 1977. Those two 

companies' last surcharges were applied in February 1977. 

Because of the billing cycle problem and the different billing 

practices of the three utilities, the actual length of the program was 

15 months. No customer, however, received lifeline rates for more than a year. 
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Ill. LIFELINE PROGRAM IN OPERATION 

The lifeline program went into operation on Decttmber 1, 1975 when 

the first electricity wag supplied at lifelin0 rates. This section 

suimnarizes otatistical and operating facta about the demonstration program 

and dincu:rnen several problema that occurred while it was· in operation. 

1. Sun:mery St6tiatica 

About 2,620 low income elderly Maine citizens participated in the life

line de,ronstration progrma ~n the six municipalities selected by the Public 

Utilities COtll1'liesion. The number of participants and their home conununities 

within the service areas of the three participating electric utilities are 

shown below: 

TABLE I 

Number of Participants in Lifeline Program 

Population 

ptility MunicipaH ty 

Portland 
Rockland 

of Municipality 
(1970 Census) 

No. of 
Participants 

Ce.ntral Main~ Power 

Bangor Hydro-Electric 

Mninc Puhlic Service 

TOTAL 

Bangor 
Elbworth 

Caribou 
Fort Kent 

65,116 
8,505 

33,168 
4,603 

10,419 
4,575 

1,229 
288 

497 
141 

290 
174 

2,619 

Source: Numbers of participants from the Division of Connnunity Services 

The participant■ in the program had an average age of 75 years and an 

average annwrl income of $2,938. Approximately 64 percent of these 

individuals lived alone. The o~e, income and percentage living alone for 

the six demonstration communitieo are shown in Tnhle II below: 
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Municipalitiea 

Portland 
Rockland 
ian,;or 
Ellsworth 
CDribou 
Fort J::ent 

Total 

-26-

TABLE II 

Age, Income, and Living Status 
of Lifeline Participants 

Average Average Annual 
Age (Yeara) Income 

74.0 $3,207 
74.7 3,061 
75.0 2,945 
77.0 3,200 
78.0 2,647 
71. 7 21571 
75.1 $2,938 

Sourco: Diviaion of Comaunity Servicea 

Percentage 
Living Alon~ 

66.9% 
67.7 
74 .o 
63.l 
47.2 
36.8 
59.3'1. 

AdditionAl inforrution on the age, income and other characteristica on 

lifeline participants can be found in Appendix Tables 2 and 3. 

Lifeline participants used much less energy than regular residential 

customers both in the lifeline year and in early years. Based on data 

from a random sample of participants furnished by the three utilities, 

lifeline customers used on average about 249 lGlli of electricity per month, 

as compared with about 520 KWH for regular household customers. The monthly 

KWH usage data for lifeline participants in the six demonstration communities 

are shown in Table III below. 

Hunicipalitl 

Port la:1d 
Rockland 
Bangor 
Ellsworth 
Caribou 
Fort Ken!:: 

Total Avorage 

TABLE III 

Average Monthly KWH Usage of Lifeline 
and Regular Re5idential CuntomeT3 

Lifeline Regular Reaidential 
Cuflt0,7i~rs CUBtorners 

(KWH) (KWH) 

228 
554 
610 

224 490 
258 435 
334 514 
278 ---
264 521 

Source: Based on data aubmitted by participating utilities 
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Additional data on t<..onthly KWH usage is presented in Appendix Tables 5-12. 

Based on the average monthly ue2ge of 300 KWH for lifeline customers, 

the average monthly savings for participants in the service areas of the 

three utiliticG are ahmm in Table IV below: 

TAHLE IV 

Average Monthly Savings of 
Participants in Lifeline Progrcm 

~ifeline Cu~tomer Served by: 

Central M.aina Powar 
Bangor Hydro-Electric 
Hnine Public Service 

Averaga Monthly Savings 
From Regular Reaid. Rate 
lllnount Percent 

$4.06 
4.03 
8.95 

30.1% 
31.0% 
49.8% 

Monthly Savings aa % 
of Monthlv Income 

1. 6% 
1.7% 
3.9% 

Source: Ba~~d on data submitted by t'Qrticipating utilities and Division 
of ~-z.:nwity &rvicer, 

As Tsble IV indicate~, the dollar savinge are primarily a reflection 

of the regular resid®ntial ratea of the utility from which the lifeline 

cuat~r r,urchaa@G electricity. Maine Public Service ratee are significnntly 

higher than CMP'l!I or Bangor Hydro Electr1.c's, ao the savings in Caribou 

and Fort Kent were oignif icantly greater for participants in thoce two 

cornmunitiea. Additional data on the savings to lifeline participants are 

ebovn in Appendix Tables 13-16. The regular reoidential rates of the three 

participating utilities are shown in Appendix Table 4. 

To 1F1Ake up the losa of revenue from savings made available to lifeline 

customers from the program, a surcharge was as5essed on other customers in 

each of the aix de111onatration comznunitie■• The following aurcharges were 

impoosd on a custom.i?r who used, for· example, 500 KWH of electricity per month: 

, il 
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TABLE V 

Monthly Surcharge !~posed on 
Cust~~ro to Pay for Lifeline Prog~am 

Highest Lowest 
Month Month 

Central l".aine Pover 9 cents 2 cents 
Bangor Hydro-Electric 7 4 
Maine Public Service 46 18 (credit) 

Average 
Month 

6 cents 
6 

20 

Source: B&t>t11:d on d&t3 submitted by participating utilities. 

The thrca companies i?curred certain costs to administer the program. 

Based on data furnished by the companies, the table below summarizes those 

ndainistrative coats: 

TABLE VI 

Adminietrmtive Costs of Lifeline Program 
Reported by Electric Utilities 

Total Cost throughout Program 

Total Comt of Progr~m through 
Fcbrusry 29, 1976 
(~k,otly start-up costs) 

Total Co~t of Progr.u:,. 
After Fcb::-u.ury 29, 19i6 

Central 
Maine 
Pb'wer 

$31,499 

23, 416 

8,083 

Bangor 
Hydro 
Electric 

$8,771 

6,411 

2,360 

Maine 
Public 
Service 

$9,884 

4,968 

4,916 

Averuge. t::m~hly Cost of 
P:rogr"'-'ffl After 
February 29, 1976 808 182 410 

Average Monthly Coot per 
Participant After 
February 29, 1976, 

(10 months) (13 monthe) (12 months) 

44 cents 28 cents 89 cents 

Sourca: Ba~ed on data filed monthly vith Commianion by participating utilities. 

Additional data on adminiatrative costs are shown in Appendix Tables 

19 through 25. 
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2. Huter K9ter Preble• 

A major problem that occurred during the early months o! the program 

was the m&ster meter problea. The Portland Hou.sin~ Authori;y waa eager to 

l;ave the Comaiesion change it• Rule and Regulation 3 to allow its eligible 

tenant■ to obtain lifeline. Theae tenant• hnd actually completed their 

lifeline applicatione. Between November 1975 and February 1976, over 400 

application• from Portland Housing Authority had been receiv·ed by the 

Comr:is~ion. The Cumberland-fork Senior Citi~ens Council urged the 

Comrrlasion to allow theoe cit1%~o to participate. 

Tho practical reason why not all tenanto in the public housing projects 

W"~r~ 6ligible for lifeline ~as due, first, to a U. S. Department of Housing 

.md Urban Developn:.ent r3quirer:lf!',nt that 10 percent of the units be reserved 

!or dioablGd peopl~, and second, the divergence bstwoan housing projects' 

age And inco~ qualification• and thooa of the lifeline statute. Theae 

divergonces mlre: 

Portland Housing Lifeline 
Authority 

Age 6o+ 62+ 

Maximum Income, one person $5,700 $4,500 

M.Axiw.ai Income, two people $6,500 $5,000 

Dupite these differences, the Commission felt compelled to 

re-examine the question of whether low income elderly living in master 

!Mtered houaing 1hould be eligible for lifeline. On February 20, 1976, 

it Lm$nded ita Rule and R~~ul~~ion 3 to pormit low income ~lderly in public 

housing to be eHp.ible for lifeline. A copy of thio amen<lcd Rule and 

Regulation 3 io includcJ a~ Appendix F. Because it9 provi~ions address 

certain probl{::;m basic to any 11 feline program, some explanation i• neceaoa.ry. 
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3(a)(i) limits the amendment to public housing or non-profit private 

housing. This avoided the more difficult problem of private landlords 

during the demonstration program. 

3(a)(ii) requires that the landlord obtain electricity at residential 

rates. Thie eliminated all hoUBing projects outside of Portland, and 

certain projects within Portland, because they were on General Service or 

other non-residential rates. 

3(a)(ii1) made landlords agree that the savings affected by lifeline 

would go to the lifeline customer. 

3(a)(!v) was designed to provide data to compute the landlord's electric 

bill. The section requires that landlords furnish the Commission with the 

total number of households in apartment dwellings. Landlords were also 

required to submit a monthly report of all tenants in the apartment complex 

who had become ineligible for lifeline. 

By the end of Msrch 1976, three Portland housing projects and one 

private project, Deering Pavilion, ovned by the Roman Catholic Diocese 

of Portland, hnd tenants receiving electricity at lifeline rates. However, 

this arr&ngem~nt was nbkuptly ended, when the United States Department 

of Rousing and Urban Development ruled that Maine's Lifeline program was 

discriminator; because it did not apply to all tenants in the public 

housing building and resulted in a double subsidy to lifeline tenants who 

were already receiving rent subsidies related to their incomes. A copy of 

the letter from Mr. Raney, Assistant Executive Director of the Portland 

HousinR Authority to the Public Utilities Commission discontinuing the 

Au~hority's participation in the lifeline program is attached as Appendix G. 
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Mr. Haney's letter meant that during the remainder of the lifeline 

program only one project, Deering Pavilion, operated by the Roman Catholic 

Diocese of Portland, remained in the lifeline program under the amended Rule 

and Regulation 3. All the efforts by the Portland Housing Authority to 

aocuro p&rticipation of its tenants in the Lifeline program ultimately 

c11me to naught. 

3. Rafo.a1tl of U. S. Government to Pay Surcharge 

In December 1976 the F~deral Governmint'e General Services Administration 

(GSA) in Booton contacted th~ Col!Jmisaion vith respect to the lifeline surcharge. 

An employee of the GSA informed the Commiaaion that because of the language 

of 31 U.S.C. 0529, the Federal Government would not pay the surcharge. The 

applicable language from 1529 reada: 

"And in all cases of contracts for the performance of any 0ervice, 
or the delivery of articles of any description, for the use of the 
United States, payv~nt shall not exceed the valu~ of the service 
rendered. or of the articles delivered previously to such payment." 

The GSA believed that this section precluded them from having to pay 

for a service in ~xcess of the value received. The GSA's interpretation 

was that the value of the electricity was repreaented by .the regular rates 

only. Since the nurcharge was 1-n l?xcess of the value received, it was a 

charge which the GSA could not pay under 31 U.S.C. 8529. 

On January 21, 1977, the Commission aaked the GSA for an opiQion letter 

with renpect to the non-payment of the surcharge. On April 13, 1977, the 

Commission waa informed by the GSA that their Busine~e Management Division 

had concluded the aurcharge could not be paid, becauBe it wao not for 

services rend~r~d a~ vas required by 0529. The GSA also informed the 

Corr~i~3ion that they did not regulate military installations. 
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In its initial contact with the Commission in December, the GSA also 

cited the case of United States v. N. Y. Rayon Importing Co., Inc. 329 U.S. 

654 (1947). This case, when examined, was found to address a different 

question, the recovery ~f interest against the United States. The case 

held thnt no interest could be recovered unless there were "(l) specific 

provision for the payment of interest in a statute or (2) an express 

stipulation for the payment of interest in a contract duly entered into by 

agents of the United States.'' (id at. 659) 

The GSA's refusal to pay the surcharge is of potentially major 

~ significance. Thie would particularly be the case in localities where the 

United States Government is a major consumer of electricity. Clearly, if 

the GSA's poaition is legally correct, and were followed by the military, 

nuy surcharge would encounter major problems. 

4. Notice to Customers of Termination of Program 

As December 1, 1976, approache~ the outreach agencies and the Division 

of Community Services became concerned about customers' reactions to the 

end of the program. It. became apparent that some lifeline customers had 

forgotten that the demonstration program would last only one year. Other 

customers had forgotten that they were on the program. Still others, while 

aware they were on the program, had forgott~n its purpose. 

The Colllillission wanted to avoid a situation where the participating 

utilities would be inundated by telephone calls from bewildered lifeline 

customers after their first bills were mAiled at residential rates. The 

Commission suggested that a special notice be placed in customers' bills, 

notifying them that the program was ending. This suggestion was followed 

by the utilities. 
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IV. PUBLIC REACTION TO LIFELINE PROGRAM 

Tho pcl,lic e~~r~ased its reaction to the lifeline program in three 

VD.ya. First, the Ccnma.tssion received many lettera about the program during 

its dur~tt◊a .rmd mft~r its teri!\lnation. Second, the Commieaion held a public 

hearing ct the Auguatm Civic Center on F0brusry 17, 1977, to allow the 

public to n,q,re9s ita vieve about the program. Finally, the 

Divioion of Community Servicea s.nd the outreach agencies conducted a 

telephone? survey of lifeline customers nnd the general public in Portland, 

Bangor end Fort Kent. giving aany an opportunity to record their views on 

specific queotioM &bout the program. 

1. Co~~nta on the Program 

The ColJ'!fflisoion received 44 complaints by letter or telephone from 

customitre about the lifeline program. They came from the following locations: 

Central Maine Power 

Portland 
Rockland 
Out8ide de~onstration 

municipalit.i0a 

B:;.ngor 
Ellsworth 

Bangor Hydro 

Cutuid~ demonstration 
municipdltiea 

Mnine Public Service 

Caribou 
Fort Kent 
Outside demonatration 

municipalities 

13 
4 

4 

8 
2 

4 

7 
2 

0 
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A petition from Fort Kent was entitled: 

•~e the undersigned, wiah to protest the unfair discrimination 
againot us in giving ua a surchsrge on our electric bills for 
this older citizens lifeline electrical servic~ law. We feel this 
hlv •should be repealed. 11 

Thia petition was eigned by 430 people. Since the total population 

in Fort Kent in 1973 was only 4,702, this petition ia obviously a 

eignificnnt expression of com.r.nmity sentiment. The Commission also received 

nine favor~ble lettere concerning the program, eix of them from Bangor. At 

the Lifoline h~aring on F~b'runry 17, 1977, the Commist.ion received an 

additio.:nl 134 favorable l~ttcra from Lifeline participants, 117 from Fort 

Kent g~d 17 froTh C~ribcu. 

Al~~at all of the complaints from the de'li\Onstration communities were 

~bout the surchr,rgo. A significant number were from elderly people who 

were taeligible for lifeline but had modest incomea and objected to having 

to pay a a~rch11rge for other elderly people. Several elderly citizens 

vorri~d cbout the younger generation, who were thcmeelvea having a difficult 

time caring for their families. Other correapondents thought that lifeline 

was inconsistent vith self-reliance. One woman in Caribou wrote: 

"Wh~t hu ha.ppened t, the k:n-erican people? Why can't ~ona and 
dau;;hterc help parent3 iMtcad of asking the public to do their 
duty for then?" 

li&ny co:n:e8pondcnta were afraid that lifeline, if successful would be 

exp!tt".ded atot;(.-wide !.',!.,d porud.bly covar othor fueli,, becoming· in essence another 

nairnivo w,~lfar.e pr::igrum. For exerr:ple. a man from Fort Kent observed t 

"?f,, rnc:Jcn for q,p,✓11in~ 'Lif\'.:llue' 11.1 rrlir:iple: I feel we have to draw 
th~, l:i.nt, eon·. uh,:-r~. Both Ir.ro"':~ Tin: 11nd Social Security, e.g., 
ctt.tC'.,i! 0,/ .. 111, hu!: loo;,: at r:h~rn nu.;: They've mushroomed; they've grown 
to :::Ll: cu}ou ·3 p!"Qpoi:t:lGnc1. Like Income Ta~ end Social Security, 'Lifeline' 
app~.srn to u.;e to be ;mnthcr nttt>ript to take my money {admittedly not 
rc•.::n rir,;ht r.'.".c:) 1tnd give it to a.:-.1L""01H! elAe. As far a~ I'm concerned, 
tld.n tiu.id i..-.u~;t atop, and, in f4ct, reverse." 
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Tho letters favoring the program streased the benefits which the 
::- ."1'._ I 

oavir.gs due to lifeline gave them. The folloving two letterc are typical. 

A man in Fort Kent vttote: 

"Thia program help ne in oaving money toward paying for rey oil bill 
this winter. We do have a em.all check on S.S.I., but we could never 
aave enough to pey our bills this winter, without savi~g this way. 
I'Q getting only 132.00 s. s~curity & my wife gets ,133.00 S.S.I. 
So, yon cee vb.at I t:ean, wh~n i eay it did help ua-. 

Thank you11 

A woman in Bangor Vll'Ote: 

"I would like for you to knov how much the Electttc Lifeline means to 
me to have it continued. 

"I Mi on a set income and I have a hard time to meet my billn with 
hish rents and coat of living, increene in Blue Croes & Blue Shield; 
&leo I have to buy special food ae I a~ on a special diet which coets 
more than a plain diet of cheaper foods, .'llld medications are very high, 
All you k.nCT,1. 

"All in all tek.en into consideration, I would think that the lower cost 
of electricity for Senior Citizens with set incomes like myl.lelf it 
would be che~per th~n to have us go on relief, which I will have to 
do. I jU3t can't etand any more high prices." 

2. The Lifeline Hearing 

The Co~ission'a lifeline hearing waa held on February 17, 1977, shortly 

after the termination of the program. Witoesoen appeared from electric 

utilitieo, the Divio!on of CoMmunity Services and the general public. This 

hearing provided a forum for the cxpreosion of a wide range of opinions. 

Utility representatives were unanimously critical of the program. They 

ctresaed the negative reaction of customers to the surcharge. One utility 

witness, Mr. Robert F. Scott, Vice Preeident of Central Maine Pover, said that 

this company had received 549 complainto from customere objecting to the 

program, by letters, telephone calls or by noteo written upon bills. The 

company received two favorable reaponses. 31.0 
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Mr. Scott also initially asserted that the lifeline program had 

resulted in no savings of energy by lifeline customers because they increased 

their usage by 2. 7% during 1976. This, Mr. Scott said 11 is in the opposite 

direction from that intended by the Legislature." However, Mr. Scott later 

admitted that during 1976 regular residential customers increased their usage 

by 8.2% (the actual fi~1re was 8.3%). Thus, lifeline customers consumed 

relatively less KWHs than other users. 

Hr. Scott said he did not think lifeline was the "right answer to the 

problem. 11 He proposed energy stamps as an alternative program, a suggestion 

which has been made by others, including other utility executives: 

"If there is a syste.m that people have to go and qualify for food 
stamps, then it seems to me that this same agency, whatever the 
agency is in the State, could handle an energy stamp program that 
would help not only the electric customer, but all energy users that 
use energy in the home. A..11d I say in the home to exclude gasoline 
in autcmobilec. 11 

A later witness Mr. Stephen Aucoine, presented to the Commission 

an evaluation of the only fuel stamp project in the country. It was conducted 

in Lehigh and Northampton Counties, Pennsylvania, which include the cities 

of Allentown, Bethlehem and Easton. The program was planned and administered 
1 

by the Community Action Committee of Lehigh Valley, Inc. The program 

was funded by a grnnt from the Office of Ecocomic Opportunity. The purpose 

of the projec.t was "to insure that an udequate amount of various energy forms 

was available to the poor and the elderly by providing redeemable energy 

vouchers while encouraging energy conservation. 11 Under the project fuel 

1. For those who seek further inform.ation on this program, the address of 
this. agency is 520 East Broad Street, Bethlehem, Pennsylvania 18018. 
Its telephone nomber is (215) 691-5620. 
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voucher book.lets worth $75.00 were sold to eligible persons for $25.00. 

The vouchers could be used toward the purchase of coal, heating oil, natural 

gas, wood, and other home heating fuels as well as electric utilities. The 

net $50 subsidy figure was derived from estimates of an avera·ge $50 per 

heating aanson increase in costs over the base year 1973-1974. 

The Pennsylvania Committee's report suggests that energy stamps would 

not encourage conservation. In appraising the success of its energy stamp 

program, the Committee concluded that: 

"there was gre.ate.r energy conservation by the participants before 
they received fuel vouchers than during the period in which 
they were given the aubsidy. 11 (Emphasis in the original) 

"Our findings suggest that fuel voucher program recipients, des
pite efforts to encourage them to conserve fuel, used their $50 
subsidy to purchase more fuel at higher prices thereby 
diminishing both the economic relief intended and our nation's 
fuel supply. Recipients were more concerned with staying wann 
than with savinR money and fuel. II 

Mr. Timothy P. Wilson, the Director of the Division of Community Services, 

who was responsible for that Division's lifeline activities, suggested two 

other objections to energy stamps. He observed that elderly people could 

not always get out to pick up the stamps. He also said that there have been 

many problems of freud with food stamps, and continued, "I've got that same 

problem when you talk about fuel stamps." Mr. Wilson also alluded to problems 

in administering an energy stamp program, in particular, installing safes in 

rural areas to hold undistributed energy stamps. In contrast, Mr. Wilson 

indicated that there was little, if any, fraud or serious administrative 

prob},t;m, involved in the lifeline program. 

31.2 
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Another alternative to lifeline was proposed by Mr. David E. Honey, 

Manager of the U.don River Electr:f.c Cooperative, Inc., which serves a 

sparsely settled area of eastern Maine just north of Ellsworth. Mr. Honey 

said that if a permanent lifeline program were adopted, 22 percent of his 

customers would be on lifeline and would be supported by the other 78 percent. 

who would have a 10 percent surcharge on their bills to pay for lifeline. He 

stated that some people in his area funding the lifeline program were making 

less money than senior citizens receiving the benefits of the program. 

As an alternative to lifeline Mr. Honey proposed taking the 5 percent sales 

tax off all energy sold to people over 62. This would include fuel oil 

sales and even wood. 

Many witnesses at the hearing favored continuation of the program. One 

of the sponsors of the Lifeline Law, former State Senator Bruce M. Reeves, 

testified: 

"What the Legislature was concerned with when it debated this bill was 
basically how to help Maine I s elderly who were the hardest hit by the 
rising power company bills, because the elderly 1 s income was so fixed 
and they had to use a certain amount of electricity for life's 
necessities. 

"And, S':!2.0"1dly, the Legislature was concerned that the low income 
elderlyt particularly those living by themselves paid the high,2st rate 
per kilowE1.tt hour than any ot~er group of customers." 

Mr. Reeves then evaluated the lifeline program: 

"My conclusion is that this has been an extraordinarily successful 
demonstration a.-id, incidentally, several other legislators from other 
states h--1vc nhown an interest in starting such a special rate for the 
elderly ••• I am interested in other experiments, whether they are 
energy stamps or "1hatever. But I think meanwhile the old people in 
Maine are desperate. TI1ey need this. It's not a perfect situation; 
it's not a perfect program, but it does work and I hope that you will 
reconruend it further to the legislature. 11 

31.3 
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Rft)lr•eentat;ive K.athl«l41D Wateon Goodria, Chainun of the Maino Collllllittee 

on Aging, waa unable to attend the hearing, but eent a memor~ndum to the 

~•icm, vtuch ■tated in part: 

·
0 01,nn t~-a positiw resulta of tha d.~atrAtion progrAP and the 
continood bloek financial atatua of rnny of Maine's ~lderly, we 
strongly urge the continuation and atatewide expansion of the 
Lifeline progr:!I'l. Accord:f.ng to a recant study cotllinissioned by the 
Haine C;;m:nittft~ on Aging entitled Ow!r 60 in ¥u1ine: A Progress 
Raport, the ocdian roal inc~ of agod aingle people ie $2,850 
and aged couples ia $5,660 (197S). Furthermore, 39% of all aged 
pQrson~ aYe b0low the low income level established by the Bureau 
of Labor stati~ticn rod another 26% are within the low to inter
ediate incomei l0vel. For these people, the assistance provided 
by th~ Lifeline program can be a eignificant factor in their 
continued ability to Gtretch tight budgetG to cover basic 
necessities." 

Mr@. Adslla Ives. au outreach worker from Rockland, presented a 

petition in favor of the program signed by 33 participants. Mro. Ives 

listed the names of another 32 who would have signed the petition, but 

whom she wac unable to viait due to the weather. 

Another witness was Mary Ellen Twombly, the lifeline coordinator for 

the Division of Community Services. Mn. Twombly testified that she had 

aaked the outreach agencie~ to derive statistics on the age and income levels 

of lifeline participants from th~ application forms. The resulting statistics 

vbich Mt,. T'Wombly presented at the hearing appeAr in Appendix Tables 2 and 3. 

Thcne data reveal that the nverage yea~ly inco~ of lifeline participan~s was 

$2,938. ·me average age was 75 and 64% of the participants lived alone. 

Ms. TnO',nbly alao developeld some ntatistica on the savings lifeline customers 

were !tble to mak,a. The findings are cont~ined in Appendix Tables 13 through 16. 

Thl?y shew tht.t the economic benefit of lifeline to a participnnt depends on 

t-wo variables, the level of rateo and the eize of the pa.rticipnn::n' income. 
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Thus, in the territory of Maine Public Service Company, since that utility's 

rates are higher than those of the other two utilities, the savings in 

dollar terms to lifeline participants there were greater than elsewhere. 

And because of the lower average income level in Aroostook County, the total 

benefit of lifeline is doubly magnified. 

3. The Telephone Survey 

In attempting to determine if the Lifeline Demonstration Project was 

successful or not, the Division ~f Community Services conducted a telephone 

survey in selected demonstration areas during November and December of 1976. 

The communities surveyed were Portland for Central Maine Power Company, Bangor 

for Bangor Hydro-Electric Company, and Fort Kent for Maine Public Service 

Compa..,y. The survey •.Jas designed to determine the feelings and attitudes of 

the general public, as well as the project participants, regarding the lifeline 

concept and related subject areas. The survey forms used in the project 

are shown in Appendix H. 

A. Findin3a fr03. Sur.,,-cy of Lifeline Participants 

589 lifeline participant0 were surveyed. The figures were as follows: 

Portb.nd 
Bangor 
Fort Kent 

320 
200 

69 

26% of lifeline participants 
40% of lifeline participants 
407. of lifeline participants 

The lifeline participants answered the eurvey's questions as follows: 

1. 84% of the participants surveyed noticed a saving on their electrical 

bills. 

2, An overwhalt:iing percentage. 91%, indicated they 'W'Ould like the 

Legiulature to continua the program. 

; 
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3. A r>o111tvh~t oJA&llor percentage, 66%, indicated that Lifeline ehould 

be available for all persons over 62, regardless of income. 17% 

•.ere opposed •1 

4. 43% indicated no difference in their power consumption from pre

lifeline de.yo and only 32% indicated that leas power was used when 

they were on lifeline than 'before they were on tlle program. 

5. 49% of the participants were avare of the surcharge; 34% were not. 

6. Only 37% considered the surcharge to be a fair way of recovering the 

coat of the progr&ll\. 32% felt it was not a fair way and the balance 

had no opinion. Then• percentage§ varied with the municipality. In 

Portland, 48% of the participants believed the surcharge was fair, 

while only 24% believed the surcharge to be unfair. In Fort Kent, 

911 tho~~t the ourcharta was U'3fa1r; mily 6-% thought it vaa fair. 
(It ffll!lt be r0~ered that lifeline participants did not pay 

th11 aurcharse.} 

7. The re~ponees to the question asking who should cover lifeline's 

costs wan statistically inconclusive with 69% of the participants 

trnrveyed h.!P.ving no opinion. The 31% that did respond, however, 

indicated upproxim.utcly equally that either the power company or 

ths st&te or federnl govern~ont ohould subsidize the cost. Energy 

fitamps ~~re cle~rly an ~npopular choice, with only 1.5% approving. 

6. 53% of the participanta favored &n inverted rate structure for 

utilitiea favoring em.all users, ae opposed to the present structure 

which favors large electrical users. The reaction to this quest:f.on 

was rem.srkably strong in Fort Kent, where 93% of those polled 

pref$rred an in¥C1rted rato otructure. 

1. Bec~use aome people eith~r did not re~pond to q~stione or did not knov, 
perccntaio1 in thie date, euch ae the ones here, will add up to total• 
laet11 thM 100%. 

• l 
i 
f 
i 
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9. Th• r••ponoes to the question of whether the rupondant could take 

advantage of peak load pricing were approximately even, with 41% saying 

yes and 39% saying no. There was, however, retnarkable divergence 

between municipalities with respect to the que•tion •. In Portland, 

52% said they could take advantage of an 8 P.M. - 7 A.M. lower rate 

period, whereas 33% said they could not. In contrast, in Fort Kent, 

only 28% said they could, while 71% said th~y could not. 

B. Findings from Survey of Non-participants 

1,060 non-participant■ in the program were surveyed. The figures were 

as follows: 

Portlend 
Bangor 
Fort Kent 

316 
344 
400 

The fort Kent reaults are particularly significant becauae its 

400 people surveyed are 8.5% of Fort Kant's total 1973 population of 4, 

1. 48% of those eurveyed were familiar with the lifeline project. 

The figures varied between municipalities. Whereas in Fort Kent 

69% of the respondents knew about lifeline, apparently because of 

the high aurcharge, only 40% in Portland were familiar with lifeline, 

and only 30% in BAngor were. (The Bangor surveyors only questioned 

the 30% who were familiar with the program. The very large number 

of th~se in Bangor who anewered no further quemtiona in the survey 

(22% of the total) for the three mtmicipalitieo affects the 

re&ponses below). 

2. 67% favored special low electric rates for people 62 and over, while 

only 6% ~~re oppoied. 
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3. 42% opposed l~1Gr ratu f.or all tbosQ 62 and c,vor regardleas of 

incooa, wile only 28% approved. This vnrieo markedly from the 

lifeline pgrticipanta' favorable reapon.se. 

4. 35% felt when asked directly that the low rate should be available 

for low income ~lderly only. 

5. 20% of those queationed were 62 end over. Only 15% of those vho 

gaw their age in Fort Kent vere over 62, wherene 38% in Portland vere. 

6. 24% of those eurveyed had incomt1a leee than $5,000 per year. 35% 

ot those in Portland were below that level, as were 27% in Fort Kent. 

7. 57% vcre aware of the lifeline ourchnrgea while only 16% were not 

aware. In Portland, 59% were avare amd 30% unaware; and in Fort 

~nt, 79% were MrGr• and 15% ~re. 

8. TM Nopoue to tho quoation ngudinc the fairnooe of the surcharge 

waa approxili'il1tely oven, with 33% indicsting it was fair and 31% 

indic~tin~ it was t.mf~ir. Theae figures conceal a wide geographical 

varietion: In Portlgnd, 55% of the general public thought the 

sur.cluirgQ was f6ir, while only 19% thought it was not. In Fort Kent 

627. thought tha aurcharge wae unfair, while only 25% thought it waa 
,, 

fair. Appendix Tnbles 17 nnd 18 show the surcharge was many times higher 

in Fort ~ent than in Portland. 

9, Of 351 people, 3 lt of the total questioned, who ·specifically 

responded to this question concerning alternative• to the surcharge, 

45% of them {15% of the total questioned] thought that the state or 

fedoral goverr.JMnt chould make up the lost revenue, while 42% 

[14% of the total] thought the power company should. 12% [4% of the 

total] thought that both governunta and power companies should m.ake 

up th.a loea. Only 7% [1% of th• totml] favor~d energy etampe. 
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10. With reapect to tnvertod rate atructurea, 40% of the non-participants 

fsvored them and 26% were not in favor of them. In Portland, 55% 

were favorable and 19% veronat. In Fort Kent 56% were favorable 

and 31% were not. 

11. When asked if they could take advantage of substantially lower 

eh. :::tric rates bet"~en 8 P. M. and 7 A. M. , 45% indicated that they 

could, &nd 26% said they could not. In Portland, 62% said they could, 

and 27% ssid they.could not. In Fort Kent, only 52% 1aid they could, 

and 42% erld they could not. 

Further data on the lifeline telephone aurvey appearG in Appendix I. 
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V. ISSUES RAISED BY LIFELINE PROGRAM 

1. Lifeline Ratea are not Cost-Related 

A frequontly raised objection to the lifeline concept is its deviation 

from rate structure• ba•ed on coat. This objection assumes that present 

electric rate structurea are baaed on costs actually incurred by the utility. 

However, the rate structures currently uoed by Maine electric utilities are 

in no way related to the coats that ariee from the consumption by a particular 

customct'. 

Briefly, the declining block rate utructure results in a high charge 

per IG,.,'H for the initial block of KWH uaaga, and a declining charge per KWH 

for each additional block of KWH u8age. For example, if a Central Maine 

Powct cur,tocex- con~~o 50 Jam in a ?Wnth, the firot 25 KWH he purchnses will 

cost $3.40 end the second 25 KWH will coat $1.09 (25 x .0434 KWH). The 

current rate vt~ucture for the three participating utiliti~• is shown in 

Appendix Table 4. 

The theory behind thio structure 1a that at low level• of usage, the 

bulk of the cost 1• recovery of cap4city and cuetomer costs which occur 

irrespective of the amount of electricity produced. At higher levels of 

production, theGe costs are spread over more units of electrical output, 

hence unit coats are lover. 

While thia approach will recover ~osta for a company as a whole, it does 

not necessarily lead to cost related treatment of each individual cuotomer. 

Even more important ia whether conaU111ption by individual customers adds to 

peak. Consu.::aption off peak may edd little to overall costs, but this 

possibility ia not reflected in the current rate structures of Maine utilities. 
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t ether consumption occurs on or off peak was not so critical when the costs 

f plant conetruction and fuel were low. The current co0ts of constructing 

nev plant are enormous. For instance, in its recent prospectus for the sale 

of con::mon stock, d'?.ted March 17, 1977,. Central Maine Power aaid that it plans 

to sp~nd through 1988, $669,974,000 on new gen~rating facilities. Given such 

an e;-:penoe, it ia unrealistic in cost ternB for Central Maine Power to 

encourage efoctric uoa through rote design that give11 no indicatj.on of the 

cost of peak time uenge in terms of the construction of more operating plants. 

The new plant coat is oo high that the increases in peak time electrical usage 

are producing the moot expen8ive plant coet, which ia the reverse of the 

situntion during the 1960's. Similarly, fossil fuel costs and the problcmn 

of obtaining an adequate supply of fuel make peak time electrical consumption 

l expeneive because it is during the 

be added to the baseload hydro and 

peak houri that the fossil fuel unite must 

nuclear mixture. 

' 

The anever to this dilemma ia to price the increased consumption of 

electricity according to ite actual costs. President Carter recognized this 

in his speech to Congress on April 20, 1977: 

"We muat also reform our utility rate structure. For many years we 
have rt:warded waste by offering the cheapest rates to the.largest 
user$, It is difficult for individual States to make such reforms 
because of the intense competition among States for new industry.· 
The only fair way is to adopt & oet of principles to be applied 
natiom,,ide. 

"I am, then,fore, proposing legislation. which would require the 
folloving stepo over the next two years: first, phasing out 
promotion.al rates and other pricing systems that make natural gas 
and elcctricity 0 rtificially cheap for high-vohcrm. users and which 
do not accurately reflect actual costs; next, offering users peak
load pricing teclmiqm1s which set higher charges during the day when 
demand :i.s great and lO'ller charges during the day when demand :f.s 
small.'' Congressional Record: April 20, 19 77, page H3329 • 
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Although. tl>.e President in his speech did not specifically refer to 

declining block rates, the fact sheet issued on April 20, 1977 on his 

energy program specifically mentions them: 

"Conventional utility pricing policies discourage conservation. 
The smallast users commonly pay the highest per unit price due 
to practices such as declining block rates. Rates often do not 
reflect the costs imposed on society by the actions of utility 
consumers. The result is waste and inequity. The President 
will therefore submit legislation which contains the following 
provisions: 

11 
••• State public utility commissions must require their 

regulated electric utilities to phase out and elimiruite pro
motional. declining and other rates for electricity that do not 
reflect cost incidence. 

" ••• to shift energy use from peak to nonpeak periods, electric 
utilities would be required to offer daily off-peak rates to each 
customer who is willing to pay metering costs and to offer lower 
rates to customers willLig to have their power interrupted at 
til:rlsn of high.est paak d~nd. 11 We~kly Compilations of Presidential 
Doc\1!'.lcmts, April 25, l9i7, Vol. 13 No. 7, Pg. 576. 

At present both peak-load pricing &nd rate redesign are being actively 

considered by Commissions and economista. Rate redesign proposals vary from 

flattening the current declining block rate• to flat rates and inverted rates. 

The hiatorically accepted methods of coat allocation are also being questioned. 

Concepts of margiul coat pricing, when applied to the new economic realities, 

create profoundly different analyses of the real costs electric utilities 

confront today and leave no doubt that present rate structures are not cost

relnted in any economic~lly meaningful sense. Consequently, to criticize 

lifolino on the bub that it iat not co1t-relat£d is not perauaaive. 
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Lifel~ne Rates and Ccnscrvation 

The statistics collected by the Commission on the lifeline program 

disclose the participants' pntterne of use. Appendix Table 2 shows the low 

income levela of lifeline participants. Appendix Table 14 reveals that 

through lifeline, participants could annually save a week's income because 

of the program. Appendix Table 15 reveals that the savings in percentage 

tenns on total bills are substantial, especially for participants with small 

monthly KWH usage levels. 

Was there any conservation? The table below indicates that lifeline 

customers increased their usage during 1975 by a significantly smaller amount 

than did regular residential customers. 

TABLE VIII 

Increases in Usage, 1975 to 1976 

Residential 

Central Maine Power 
Bangor Hydro-Electric 
Maine Public Service 

8.3 
6.3 
4.6 

Source: Appendix Tables 7, 11 and 12. 

Lifeline 

2.7 
2.6 
2.7 

1,."" - .- t'- t ' .~ .,__, - -, . 

Another study was made of the changes in KWH usage by a random sample 

of lifeline customers fro~ 1972 to 1976, as compared with the changes in 

usages by regular residential customers. The results of this study appear in 

Appendix Table 6. They show that except for Fort Kent, lifeline customers 

during this period increased their usage by a significantly smaller amount 

than did regular residential customers. Appendix Table 6 also .reveals 

graphically that lifeline customers use far less electricity than do regular 

residential customers. 
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Appendix Table 6 suggests that lifeline customers are more frugal than 

the general public, and perhaps because of their financial situation, are 

normally forcod as a group to practice conservation. An additional explanation 

is that because of their lAck of income many lifeline customerp do not have the 

electrical appliances 'Which most residential customers have. 

To conclude, these statistics make it clear that the low income elderly 

did~ use the lifeline progr&lll, despite its significant savings, to 

. increase their use of electricity. Lifeline customers increased their usage -

for a variety of reasons - less than did regular residential customers. Even 

.if a majority of lifeline participants did not deliberately conserve 

electricityt in actual practice their record was better than regular 

residential customers. And the statistics also suggest that the lifeline 

program allowed many low income elderly to increase their electrical use 

from auatare stringency to more normal and adequate levels. This tendency 

to conserve has relevance to the questions of baaing rate-making on costs. 

Under declining block rata atructures currently in use by Maine utilities, 

those roaidential cuatcmara vho u•• tl\e fet19et kilm.ratt houri are in fact 

paying the most per KWH of all elect:r:ical cuatomors. And thoac low usage 

custo~ra - the eldarly poor and others - arG the people least able to pay 

3. L:LfoHr..~ M s SGcial Prorrr.am ------------· 
A nt•::::!H'lr of people hllv.3 objected to W1nipulating utility rate structures 

to implm4':,nt t1 eocial p-ro3r&m. In thio regard it ehould be emphaaized that 
I 

Current declining block rato 
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structures place a heavier burden on those elderly and other low income 

customers who use small amounts of electricity. Obviously this has social 

consequences. 

Despite utility company protestations, the Legislature clearly has 

the prerogative to make social judgements concerning rate design which 

heretofore have been left primarily to management; provided, of course, 

that the utility continues to earn a fair return on its invested capital. 

Rate redeaign that produces.a better balance between peak time and off 

peak users may be the best approAch to providing some relief to most consumers. 

To tho ext0nt that op6cial rata differentiation baaed on age and income ia 

deemed warranted, lifeline may be a valid oolution. 

There appear to have been no more than isolated and unsubstantiated 

allegations of fraud. No one actually brought a fraud complaint to the 

attention of those running the program. The use of outreach agencies familiar 

with their communities, together with the fact that all the accounting, billing, 

and collection was done by the utilities, may have prevented any widespread 

fraud. However, the program was not audited, so no firm conclusion on fraud 

is possible. 

4. Lifeline is Burdensome to the Utilities 

Concerns were raised that the lifeline program would cause an excessive 

administrative burden on the electric utilities. However, the data collected 

from the utilities on administrative costs does not bear out this concern. 

The costs do not seem excessive. One would expect the initial costs of 

'

establishing a wholly new program to be high, yet once the program was actually 

in regular operation, after February 29, 1976, the administrative costs became 

very omn.11. 
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Moreover, the Commission does not believe that the companies incurred 

substantial "out-of-pocket II expenses as a result of the progrrun. To our 

knO'iJledge, the utilities did not hire extra personnel or increase the capacity 

of their computers because of lifeline. The salaries and wages of the utilities' 

personnel and the coats of computers would have been incurred had the lifeline 

program never begun. Th.e increase in the utilities' rucpenses appears to have 

been only a very emall portion of the total administrative costs resulting 

from the program. 
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tv1· POSSIBLE MODIFICATIONS AND ALTERNATIVES TO LIFELINE PROGRAM 

l. 'Paying for Lifeline and Alternative Federal Programs 

It ia difficult to estimate the cost of a Statewide Lifeline Program, 

although an extrapolation of Appendix Table 17 suggests it might be about 

$800,000 per year1 - not a small amount and one which ~10uld have to be 

reflected in rnte increases. Thi6 figure appears high, but the three electric 

utilities participating in the program had total electric revenues in 1976 

from residential customers totaling over $90,000,000, and from all customers 

of almost $200,000,000. Viewed in that perspective the revenues foregone 

under lifeline seem relatively slight. 

'Whether lifeline should be paid for through general taxation is, of 

course, a matter for the legislature to consider •. Paying for lifeline out ~-
I~ I of general revenu2a avoids the 

the program over all taxpayers 
%1,i 
~:i 

surcharge problem and extends the burden of 

in the society, rather than just the utility 
•~',, I ratepayers. To the extent that subsidizing the poor elderly is a responsibility 

of the general population, rather than the responsibility of the ratepaying 

segment of that population, it is arguably proper for lifeline to be paid 

for out of general federal or state revenues. Such a program has been 

enacted by Congress and approved by President Carter on May 4, 1977, as 

I. The total surcharges billed over the year the program was in operation 
totaled $111,191. Approximately 14;{ of Haine I s population over 60 lived 
in the six demonstration municipalities according to the 1970 census. 
(No actual figures for people 62 and over were available.) An extra
polation suggests the cost of about $800,000 for a statewide program, 
This figure does not include any additional administrative costs due to 
the program. 
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part cf a St!pple:nental App:::-opriation Act, HR 4877. The program is under the 

Community Services Administration, and is called the Emergency/Fuel Assistance 

Program. 

On April 28, 1977, the President of Central Mai.ne Po~er, Elwin W. Thurlow, 

sent a telegram to President .. carter urging him to sign this legislation. 

Mr. Thurlow said the legislation ~-hich provides $200 million to assist low

income families with their fuel and energy bills is needed to assist needy 

families and individuals in obtaining energy and fuel supplies. 

11Asaist1.ng low in;.'!ome families with their energy and heating needs 
th:rnugh this program is a much better alternative to a social need 
than the limited effects of an electrical lifeline program such as 
was tested in Maine last year. 

"Under the lifeline test established by the 107th Maine Legislature 
low-incorae elderly received electricity at a lower cost than that paid 
by other ccnsmnera. The loas to the company was added to the bills of 
rc:,:.r,ini.:;.g c1Jnt.:orasrs in the test communities. The federal program ia 
not restricted t:o the elderly but is available to all low-ii1come families 
who can prove net..':<l, It is broader in that it covers all forms of 
E!nergy a.nd does not penalize electric customers through a surcharge 
on t£h"ir electric bUla. 11 

2. ReiIDbursing Utilities for the Cost of Lifeline 

How should the utilities he reimbursed? If state or federal money is 

used to pr.y for the lifeline program, then the beat method ·is to have the 

customer pay his share of his bill at a special low rate to the utility. The 

customer would pay for all his electrical use, albeit at a lower cost. The 

difference between this lower rate .and regular residential rate would be paid 

1 
by the state or federal government directly to the utility. The fact that a 

1. 'I'o the extQnt tJi'l program is financod by higher indivldual State income 
.taxeo. a part of the burden would be shifted to the Federal Government 
bc:::uu::;(; at:1te inco-r,.e tu,:ca are a lcgitirr:rttl'! de(foction from Fed~rnl inc~ 
tax<:!3. Th:a ectual c•ffect on any individual wnuld depend <>n his or her tax 
bracket. 
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I participant pays his entire bill, although at a lower rate, is not given 

I 

a direct refund or rebate representing the government's contribution, may 

curtail increased use. 

The Emergency Energy/Fuel Assistance Program does provide for the 

payments to be made to the energy and fuel suppliers, not the actual participants. 

This should minimize the tendency of participants to increase their usage, 

unlike the situation with the Pennsylvania fuel stamp program described 

earlier. 

3. Lifeline and Comprehensive Rate Redesign 

One serious objection to the Maine Lifeline demonstration program is 

that it gave its benefits only to a minority of those who consume small 

quantities of electricity. ~~ny poor, disabled and other customers use small 

quantities of electricity, yet they were unable to benefit from lifeline. 

It can be argued that giving lifeline benefits only to the elderly poor 

would be appropriate because of their frugality and their use of relatively 

small amounts of electricity. Thus lower rates for this group, unlike lower 

rates for the reraa.inder of t.l-te population will result in no increase in 

usage, unlike the probable result of gra:1.ting lower rates to those other groups 

who us~ m:i.all quantities of electricity. On the other hand, we have seen that 

declining block rate structures may not conform to the economic realities which 

clecttic utilities face today. A general rate redesign, based on more precine 

concepts of cost, would result in lower rates for all those who do not use 

' 

peak hour electricity. This could make a special lifeline program unnecessary. 

Such a general rate redesign has another advantage. It would not result in any 

surcharge, although the bills of users of large quantities of peak hour 

electricity would be increased. 

I 
t 
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4. Accounting for Different Residential Rate Levels Among Utilities 

One significant problem with the lifeline program was caused by the 

fact that Maine Public Service Company's rates were higher - both the rate 

and the fuel charges - than the rates of the other two participating utilities. 

This meant th.at both the savings due to lifeline and the lifeline surcharge 

were much high.er in Aroostook County than elsewhere. (See Appendix Tables 4, 

15 and 18) Thia disparity is due to the lifeline rates, being a fixed 

amount - 3¢ per KWH - inetead of a percentage of the utility's residential 

rates, ouch as 66 2/3% or 75% of residential rates. 

The use of a fixed figure like 3¢ per KWH in a statewide program could 

work t~rdships on particular utility companies. When applied to some of the 

very small electric cooperatives and companies, for example the lifeline rate 

would be only a small percentage of the regular rate, and the revenue loss 

from the pr0gram would be enormous. Using 1975 figures (the last year 

for which complete figures are available), the difference between the 

residential and lifeline rates for utilities located on islands off the Maine 

coast is shown in Table IX below: 

TABLE IX 

500 lGvH Monthly Usage 

Residential Rate Life- Difference 
Compl\ny (including fuel) line An10unt % 

Fox Island Electric Co-op. 
(Vinalhaven, North Haven islands) $36.34 $15.00 $21.34 41. 3% 

Isle Au Haut Electric 52.06 15 .oo 37.06 28.8 

Matinicus Light & Power Co. 
(Matinicus Island) 52.70 15. 00 37.70 28.5 

Swans I9land Electric Co-op, Inc. 32.58 15.00 17.58 46.0 
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I These companies are located on islands many miles off the coast. The 

unusual difficulties these islands face in supplying electricity to their 

customers explain their high rates. Because of the great difference between 

lifeline and regular residential rates in such situations either an exception 

for these companies would have to be made, or else a lifeline rate which is 

' 

a percentage of the residential rate should be adopted. 

One percentage method was included in a Lifeline Bill, L.D. 1317, which 

was before the 108th Legislature.in 1977: 

"For the first 500 kilowatt hours utilized each month, the lifeline 
rate shall be a flat per kilowatt hour rate which is determined by 
taking the applicable residential base bill amount for a monthly 
usage of 500 kilowatt hours, adding to it the average monthly fuel 
adjustment charge for the preceding calendar year and multiplying the 
sum by 75%;" 

Using the current rate schedules shown in Append be Table 4, the percentages 

of regular ruteG for 500 ~wll and 300 K\;1! for the State's reajor electric 

utilities are fa Table X shown below. 

TABLE X 

Central Haine Power 

Bangor Hydro-Electric 

M:1ine Public Service 

500 KWH 

79. 7% 

75~1 

63.4 

300 KWH 

66.6% 

65.3 

55.9 

The table ohc,,,-a th:r.t: thc2 75% lifelfoc rate calculation detJcribed abo'Y9 

would result in aavingo to lifelino Cu3tow~rs comparable to those produced 

in the derr.onetretion program. percentage rateo may ho particularly uoeful 

as a nethod of ~voiding th~ r~quiremant of repoated lagislative or commiaaion 

juggling of tlie lifolino r.::teo. Thue, wb:nev0r an electric utility is granted 
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a rate increaae 1or decrease, the lifeline rateo could chan~e n,roport{onately. 

Under the lifeline demonstration prog~am, participants who used 

extremely 9~311 amounts of electricity each month paid very small bills. 

ThuB a customer who used 35 KWH in one month would have, under the lifeline 

rate of 3¢ par KWH, a bill (before taxea) of $1.05. The utilities have a 

very high rate for the first few KWH consumad each month. This high initial 

rute is deBig,ied to cover plant coata and administrative expenses such as 
. 

meter re6ding and bill preparation which are incurred regardless of the 

KWtis actually consumed. 

It ia, of course, ponsible to design a tariff for a lifeline program 

that would racognize the monthly administrative expense separately. 1 For 

exemple, a min:1mum oonthly bill for all residential customers (including 

lifeline customer-a) exclusive of any energy ueed could be established. In 

California for the three tnajor electtic utilities, these minimums are between 

$1.05 and $3.00, 

1. This separatfon has b~cn iMde by Hnine Public Service Company in its most 
recent tariffe, :!.n which it has separated out o "Customer Service Charge" 
and an "Energy Ch urge." (See Appendix Tnblo 4) C&lifon1:!.a' o three major 
electric ut11itki1 nU1ke a similllr separation. 
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matter what his usage vas. As one can oee from Appendix Table 15, the 

smaller tha utago, the larger the saving in percentage terms. By the time 

I 

' 

a customer was using 1000 KW per month, the percentage savings were slight. 

The dollar savings, of couree, were con•tant above 500 KWH. 

Frederick E. Anderson, the Director of tha Rate Department of Central 

Maine Power Company, suggested an approach which would result in lifeline 

customers using in exceme of 1000 KWH par month paying the oame for electric 

service as a regular reeidential customer. Mr. Anderson wrote the Commission 

on October 22, 1975: 

"We feel that the lifeline rate form as proposed at the Conference 
faila to fulfill o~s i~!!porte.nt requirement of the law which is 
' ••• to encourag~ the reduction of electrical powar consumption 
for all uties beyond such baeic necco:itios.i 

"To nchi0ve this obJcctive, the lifeline rate must have equality at 
eomc Kwh utiegc fovel beyond 500 Kwh with tha rate under which service 
to all other re0idontial cuatomera is provided. To accomplish this 
cono2n•ution obj~ctivct w-e are propoaing the lifolina rate shown in 
Attach~~nt A. 1"h~ firet 500 Kwh are priced at 3.0¢. The next block 
ic designed to ~chieve equality in the base bill amount between 
Rasidenthl Service Rate A and Lifeline Service Rate LL at a uasge 
level of 1000 Kwh (existing break point in Residential Service Rate A)." 

Mr. Anderson's proposal provides savings to levels of energy usage below 

500 KWH and completely eliminates thoae saving• at lovele of usage above 

1000 KWH. Mr. Anderson's proposed lifeline rate schedule 11 baaed on 

Central Maine Power Octobar 1975 rates as shown in Appendix Table 25. It 

was incorporated in L.D. 1317. 
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Callfornia 's Lifeline Program 

On September 23, 1975, California's Governor Brown signed the Miller-
1 

Warner Energy Lifeline Act. The Lifeline Act directs the Public Utilities 

Commission to designate a lifeline quantity of gas and electricity necessary 

to supply the mL~ilnum energy needs of the average residential user for end 

uses of space and water heating, lighting, cooking and food refrigeration. 

It also requires the Public Utilities Commission to require electrical and 

gas corporations to file a revised schedule of rates and charges providing 

a lifeline rate, which shall not be greater than the rates in effect on 

January 1, 1976. The law prohibits any increase in the lifeline rate until 

the average system rate in cents per kilowatt hour or cents per therm increased 

25 percent or more over the January 1, 1976 level. 

Toio program does not decrease rates, but ins.tead holds lifeline rates 

constant when a rate increase is granted. The California Commission on 

October 7, 1975, issued its First Interim Opinion - Preliminary Considerations 

with respect to lifeline. This 58 page opinion is primarily directed towards 

the deteraination of what lifeline quantities of electricity and gas are for 

purposes of the Act. The Commission divided California up into four climatic 

zones for purposes of determining the minimum amounts of electricity and gas 

needed for space heating. The resulting lifeline amounts for electricity found 

by the Counnission are as follows: 

l. lnis statute is Section 739 of the California Public Utilities Code, 
and Chapter 1010 of the 1975-1976 California statutes. 334 
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TMLE XI 

Lifeline Amounts of Electricity 
Designated by California Public Utilities Commission 

A.) Single Family Rctddencea and Metered Units of Multi-Unit Complexes 

Climatic 
Zou~ 

No. 
1 
2 
3 
4 

Degree 
DaytJ 

2,500 
2,500 
4,500 
7,000 

Baaic 
Reeidential 

Use 
KWH/mo. 

240 
240 
240 
240 

B.) Urt..L"'letcred Un:1.ts of Multi-Unit Complexes 

Basic 
Cli~tic 

no. 
1 
2 
3 
4 

Zon2 
D~grt;e 

Daya 
2,500 
2,500 
4,500 
7,000 

Residential 
Use 

KWH/mo. 

190 
190 
190 
190 

Water Space · 
Heating Heating 
KWH/mo. KWH/mo. 

250 550 
250 800 
250 1,120 
250 1,420 

Water 
Heating 
KWH/mo. 

200 
200 
200 
200 

Space 
Heating 
KWH/mo. 

330 
480 
675 
850 

NOTE: These quantities are additive. Thus a customer with water heating :f.n 
climatic zone 4 would obtain 390 KWH at lifeline amounts. If he had 
space heating, he would obtain 1240 KWH at lifeline amounts. 

It should be noted that all parts of Maine have yearly degree day totals 

over 7,000 degree days, and are thus in climatic zone 4. 

In California lifeline rates have an energy charge analogous to our fuel 

adjustment charge added to the rates for lifeline KWHs. The California 

utilities have separate rate levels for various geographical areas. The rate 

schedules for each ge'ographical area consist of only two rate blocks. The 

present rute structure of the California electric utilities for a given 

gecgraphical area is somewhat flatter than the rate structure of the three 

Maine electric utilities. 
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The California lifeline program is wore complex than the Maine 

demonBtration program. However, the California program's effort to define 

e minimum quanti.ty of energy appears to have merit and to warrant consideration 

in developing any permat~nt program in Maine. The same is true of the phasing 

in of the Cnlifornia lifeline rate. 
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CONCLUSIONS AND RECOMMENDATIQ~S 

The low income elderly vho participated in Maine's demonstration 

program did obtain mMningful savings in their monthly electric bills. The 

operational problems with the program were fev and ite administrative burdens 

vere not severe. If the Legislature were to extend lifeline statewide, the 

Commission believes the progr~.m could be extended in subctantially the form 

it took during the de~'Onstration project. However, it i• not a substitute 

either for overall rednsign of electric rates or for a co1nprehenaive program 

designed to ~~!!.bla Maioo'a poor people to purchase minimum quantities of 

energy et rate• that they cmi afford. 

The m.1jor problea ie hov to pay for lifeline. The per kilowatt •urcharge 

was clearly unpopular. Possible alternative methods for consideration would 

I 
include: 

(1) Payments of federal or state funds, as in the recently enacted 

Emergency Energy/Fuel Assistance Program, directly to the utilities to 

reimburse them for the loos of revenue from lifeline rates. 

(2) Incorporation of the lifeline rate into the overall rate structure 

of the electric utilities, which will mean that the reduction in revenue due 

to lifelino would be recouped from the basic rates of other customers. Ideally, 

lifeline rates would b~ incorporated as part of a general rate redeoign 

proceeding. 

Ir our vie•o1, the ,lifeline rate should be a percentage discount from 

the ut~.lity' ~ r~gulor residential rate. This computation rate will provide 

subatantinlly l8rger oavinRs at lcr-Jer usage levels. 

' 

If a lifeline customer uses over 1000 KWH in any month, his bill should 

be the same as though he were a regular rea'idential cuotomer. This requires 
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a rate block b~tween 500 and 1000 K\.JH per month which makea up the difference. 

This rate block will have a single rate, somewhat hiRher than regular residential 

rates, wich will mean that by 1000 KWH the difference in basic rates will 

reach zero. 

The remainder of any such progr&m, including the methods of signin~ up 

applicants and the use of the outreach agencies, ehould remain essentially 

as it operated during the d~monstration program except for more comperehensive 

verification procedures. However, we euggeet that the lifeline applications 

be sent directly from the outreach agencies to the utilties after verification 

with other state agencies as necessary. Any disputes about lifeline applica

tiona should be resolved between the' utility and the outreach agencies, with 

a right of appeal to the Commission. 
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CHAPTER 585 
AN ACT to Provide Lifeline Electrical Service for Older Citizens. 

Be it enacted by the People of the State of Maine, a.q follows: 

Sec, 1. 35 MRSA c. 4 is enacted to read: 

CHAPTER 4 

OLDER CITIZENS LIFELINE ELECTRICAL SERVICE LAW 

§ Br. Title 

This chapter shall be known as the Older Citizens Lifeline l!.,ectrical Serv
ice Law. 

§ 8~. Policy 

It is decla:-cd that it is a policy of the State of Maine to insur~ an adequate 
electrical utility service to older citizens at a price they can afford. Older 
citizens today face a special crisis in survivin;; under the constant increase in 
the cost of living and particularly in the cost of fuel and utility services. It 
is the purpose of lifeline electrical service to alleviate the upward spiral in th<i! 
cost of electrical service to older citizens and at the same time to encourage 
as well &s reward the conservation of scarce energy supplies by odopting the 
apprnach of constant per unit cost for the use of electricity. It is the policy 
of the State that older citizens be able to receive electrical service for basic· 
necessities of modern life, such as lighting and refrigeration, at a stable, fair 
and rcasonaole minimum cost and to encourage the reduction of electrical 
power consumption for all other uses beyond such basic necessities. 

§ 83. Definitions 

As used in this chapter, unless the context otherwise indicates, the follow
ing words sh.:.11 have the following meanings. 

1. Household. "Household" means a claimant and spouse and members 
of the household !or whom the claimant under Title 36, chapter 901 is en• 
titled to claim an exemption as a dependent under Title 36, chapter 801 for the 
year for which relief is requested. 

2. Household income. "Household income" means all income received by 
all persqns of a household in a calendar year while members of the household. 

3. Income. "Income" me.ms the sum of Maine adjusted gross income de
termined in accordance with Title 36, chapter 8or, the amount of capital gains 
exclu<lcd from ;_idjustcd gross income, alimony, support money, nontaxable 
strike benefit~\ the gross amount of any pension or annuity including railroad 
retirement b.::nefits, all payments received under the Federal Social Security 
Act, state unemployment insu,ance laws, and veterans disability pensions, 
nontaxable interest received from the Federal Government or any of its in
strumentalities, workmen's compensation and the gross amount of "loss of 
time'' insurance, cash public assistance and relief, but not including relief 
granted under Title 36, c!1aptcr 901. It does not include gifts from nongovern
mental sources or surplu:, foods or other relief in kind supplied by a govern• 
mental agcn•~y. 

4. Older citizens. "Older citizens" means a residential customer 6:i years 
or older. 
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5. Re•sidcntial customer. "Residential customer" means an individual who 
maintains a permanent place of abode within this Stale and is present in this 
State for more than an aggregate of 183 days each year. 

§ 84. Lifeline demonstration program 

The Public Utilities Commission shall establish the rules and procedure's 
for, and put into operation, a demonstration lifeline electrical service program 
that shall include the following: 

I. Selection of size of municipality. Selection of a medium-sized munici
pality, 2,500 to 10,000 population, and a large municipality, population over 
10,000, in each of the service areas of the Central Maine Power Company, the 
Bangor Hydro-Electric Company and the Maine Public Service Company, 6 
municipalities in all. These 6 municipalities shall be the municipalities in 
which the demonstration progr::m is conducted. 

2. Establish a lifeline rate for a period of 12 months. Establish the life
line electrical service rate for a period of 12 months. The first rate step of the 
lifeline rate shall be not more than 3¢ per kilowatt hour for each of the first 
500 kilowatt hours of electricity utilized in any monthly billing period. A 
resinential customer who is an older citizen shall pay not more than the life
line rate for electricity utilized in any month at his principal dwelling. The 
rate provided by this section shall not be suppleme!1ted by any minimum 
charges, service charge, connection charge or other periodic charge to an 
older citizen who is a residential customer in a principal dwelling. Where any 
existing rate for a particular u~age level is lo\ver than the lifcli:-ie rate estab
lished by the commission, the lower rate shall prcvoil. No claim for lifeline 
rate otherwise allowable shall be granted to claimants of sinRle member 
households with household income in excess of $4,500 for the previous calen
dar year; and no claim otherwise allowable shall be granted to claimants of 
households of 2 or more members with income in excess of $5,000 for the 
previous calendar year. 

A11 state agencies are authorized to provide whatever support services, in
formational support, evaluative services and other such assistance as may be 
requested by the Public Utilities Commission in carrying out the objectives 
of the demonstration lifeline electrical service program. 

§ 85. Review 

After the completion of the one-year demonstration program, the Public 
Utilities Ccmmission shaH huld a public hearing or hearings to review the 
lifeline service rate to insure that it is adequate to effect the purpose:; of this 
chapter. It shall report its findings and any recommendations concerning the 
rate to the Legislature prior ot the last day of 1976. 

Sec. 2. Tr~nsition~l provisions. 

I. Centr:,l :.binc Power Company. nan~or Jiydro-Electric Company and 
?-.L-tinc Pulilic Service Company shall tile with the Public Utilities Commis
sion revised tariffs in conforma.nce with this Act in accord with the direction 
of the commission. 

2. In the event that imp!cmcntation !,hall rause a loss of revenue to a 
utility, the auJitiunal rcYcnuc shall be ol>tainc<l from all other classes of 
energy ust"' in a just and rcasunahle manner. 

Effective OctoLer l, 1975 
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APPENDIX B . 

Jffn• l U~1t,..,..,. 

-~ 
R1c:•••1> !i, \.OH·" 
N,urTUI I •. w,._. .,, .. 11111,, ., ... , .. ,.i.. 

Ot!IIVt't' AY10-tite•e OC .. I••\. 

STA Te OF MA!NE r " - ···.• 
DBPART,NENl' 01' THe AtTOf!NEY Gr.Nim LL.· • r,jr~LIC 

~l..,-..:t:lVED 
AUOUSTA, MAINlt 0400:J 

MAR 9 1976· 
February 24, 1976 

Honorable Gail H. Tarr 
R.F.D. #l 
Dr ighton, Maine 

Rcr The Constitutionulit~ of Section 2i Chaetcr 583, :uiws of 
I975, An Act to Prov1.de Lifeline E ecfr1.caI Service for 
Older Citizena. 

Dear Ropreaentative Tarr¥ 

This opinion .la in responae t~ your tolephono call to thie 
office and your letter dated November 20, 1975, to Deputy Attorney 
Genoral Martin Wilk, in which you aaked whother subeection 2 of 
Section 2 of Chaptar'585, Laws of 1975, An ~ct to Provid~ Lifeline 
Electrical sorvico for Older Citizens (L.D. 20), ia cors.1:1titutional. 

Subaect{on ·2 prcJVidee that 1 
'· . . .... 

2. In the event that irnplen~ntation ehnll 
cauue a leas of revenue to a utility, tha 
r.dditior.i..l revenue shall bo obtainilld fr1::d'II 
all othGr clbsooa of energy u•~ in a juot 
&1",ld roauonablra !Minner. 

. . 
. The only question raised by that subaoction ill whether it 

aati1fies the requiromente of tho Fourteonth AmondmcJnt of tho united 
StatM Con·stitution and Article. I, Section 6-A of tho t-1aino Conetitution 
that the Stuta sh~ll not deny any pereon within its jurisdiction equal 
protection of tho lawe, we think that tho atatut~ satiafios thaae 
conotitutionnl requirements. 

Pursuant to the Act, tho Public Utilitian cow.:niasion (POC) has 
iraplam~ntod a on~ year demonstration ol~er citizona' li!@ljna electrical 
aervico program for six municipalities th0 Pt:'C hn~ aelectad, three 
with a i;iop\1lation of ovar 10,000 and thrao with a populo.ti.on between 
2,500 end 10,000, in each of the eorvice aroae of tho Contrul Maine 
Powot Com9any, Bangor flycfro-Eloctr ic Ccrnpany nnd M.aine t'\lhlic Sorvico 
Company. 35 M,R.S,J\. S 04. Tho throe larger con:.munitiet'I that have boon 
fleloctod for tho damonatrtition project are Pm:tl.and, B2ingor and Caribou t 
the three nmnllor onao aro Rockland, Ell~worth and Fort K0nt. Any 
citi:t:en o.f 62 years of age or older who rnaeta the income limitations 
providad in the statute ahall not pay more thl'in three cents per 
kilowatt hour (Title 35 M.R.S.A. SPA 5Ub-S 2) ~for each of the firat 
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500 kilowatt hours of electricity utilized in any monthly billing 
period at his principle dwelling." The subsequent rates for 
additional usage, while varying from utility to utility, correspond 
to the standard residential rato for tho second and third oteps in 
the utility's declining block residential rate structure. For example, 
in Central Maine Power service area, the rate applicable to lifeline 
customers for the second five hundred kilowatt hours (KWH) ia 2.16 
cents per KWH1 thereafter, all KWH are billed at L 97 cents. The 
lifelin~ rate is applicable whether or not the recipient limits his 
residential consumption to 500 KWH per month. If he uses 25,000 
KWH, he would ~till· receive the lifeline rate for the first 500 KWH 
uoed. 

The iifeline rate of 3 cents per KWH for the first 500 KWH 
consumed, Gstablished by the PlJC under the statute, or $15.00 with 
no additional charges of any kind ~hataoever permitted (35 M.R.S.A. 
S84, sub§ 2),ie substantially less than the comparable standard rate 
for ea6h of the three utilities involved. With the fuel adjustment 
charge added, the standard rate would be $18.07 for CMP, $20.3i for 
Bangor Hydro and $25.10 for Maine Public Service. 

It is not known.at this time to what extent each recipient o! 
the lifeline rate will use the full 500 Kh'Hs at the three cent rate. 
That consumption level, ,however, is about average for a typical 
residence in the CMP eervice area. 

Under Sect.ion- 2, subsection 'J. of the Act, the, other ratepayers 
in each 111\lnicipality (those not qualified as lifeline ratepayers) 
will be required to. pay for the loss of revenue their particular 
utility incurs as a consequence of the lower lifeline rates. Accordingly, 
in the Maine Public Service (MPS) area {Caribou and Fort Kent), to 
the extent that the lifeline recipients use the full 500 KWH, the 
difference bet~~en $25.10 on each bill that the MPS would have collected 
and the $15.00 that it does collect from the lifeline rate customer, 
or $9.90 per nonth,will be added to the bills to be paid by·the other 
ratepayers in those particular to-wnn. Because the otatute provides 
that the revenue dificiency shall be collected "from nll other classes 
of energy ~~ in a ju!it and reaaonablo mAnner" (underlining supplied), 
toe PUC has decided to impose a surcharge bAaed aololy on JCWII usage, 
regardless of the rate otherwise applicable to each ratepayer. See, 
e.g., PUC Order in F. C. #2165, appendud hereto. y 
?_./ CMP has pro tented the PUC' s decision to not permit the coats incurred 
by c~ in ndrainistering the program to be added to tho surcharge aa 
G part of its rcoulting loss of revenue. Soe CXP's Petition to Reopen 
Proceedings, ecc. in F. c. #2165, appended hereto. See also PUC Rules 
<ind Procedures for Older Citizen Lifeline Electrical Service, November 
3, 1973, p. 3, aµpended hereto. If Cr-tP's protests were to bd succassful, 
the vurchnrgo wo•Jld ba increased accordingly. 
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Honorable Gail H. Tarr 

As of J~nuary 27, 1976,• 1,966 persons in the six demonstration 
communities had applied for and qualified as lifeline rate customers. 1/ 
Innsmuch aa the surcharge is based on ~'.WH usage, it is expected that, 
given the number of ratepayers in the demonatration communitiea, the 
re•ulting economic impact of the surcharge on residential customer• in 
thaae deinOnstration cowJnunitics will be very emall indeed. Induotrial 
uaer• could, of couroo, depending on their K¥1H uaage, pay more subatan
tial eurcharge• which, in turn, would be passed on to their customers in 
the fo~ of higher prices for their goods or services. 

Heavy users of electricity, such as those residential ratepayers 
having large families with heavy washing, drying and/or electric heating 
loads as well as the .lai:-ger industrial firms, ""°uld. of course, p,ay tnore 
of the subsidy for tho lifeline rate cuatomers than would more modest 
users of electricity, i/ Landlords with single meter apartment houees 
will presumably choose to pass their subsidy costs on to their tenants, 
unless prevented from doi,ng so by the terms of a lease. 

Li!elina rate customers do not pay any part of the subaid::t, even 
on their electrical usngc that exceeds 500 KWH per month. Y 

1J As the PUC recognizes in its Rules and Procedures for Older Citizens' 
Lifeline Electrical Serv.ic':l, Rules 2 and 3, not all those eligible may 
qua.lify as lifeline customero. Potential lifeline rate customers living 
in c, multiple unit dwelling with a single meter ,..ill be eligible for 
the preferred rate only if all hm.\saholds within the dwelling ao qualify. 
(Even if thoy .do,. the lifeline customcrn apparently receive th-3 reuulting 
benefits in fact. only if the landlord chooaes to follow th,a PUC rccorn-
mendetion that he reduce rents accordingly. S~e Rule 2) • 

.1/ The statute can, nnd inevitably will, result in persona living on 
welf~re and on marginal incc~es, but not aatiefying th& age requirements 
of the lifeline 1.:11.t:u custom'lr, Bubi,idizing thsi latter. In eoc.ur inatancea, 
if such t1arginal income fa:nilie& have heavy electrical load. requircltW!nto, 
their subeidy of the lifeline rate customer may be more substantial than 
that of more affluent persona in the same com:!'lPJ.nity having lesser nC!ads 
for electricity. In that connection, we are aware that much o! the 
cheaper housing in .Maine is heated with electricity, oft~n with relatively 
inefficient radiant electrical heat, becauoe of the low initial capital 
costs·. 

~ The utilities, with the approval of the PUC, have il\terpreted "classes 
of energy use" in subsection 2 of Section 2 of the Act as eswentially 
aynonymous with clasges of ~ervice. Lifeline service customers are treated 
as a class of uae and, therefore, are exempt from the surcharge imposed 
by eubsection 2 for their KWH usage beyond the first 500 KWH ioonthly. 
So~, e.g., CMP'& Rate LL ap~nded to the PUC Order in F. c. 2165. 
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Honorable Gail H. Tarr 

J\11 a con3equcnce of subs'ection 2 of Section 2 of tho J\ct, taken 
in conjunction with tho other provisions of the Act and under tho 
plan that has been developed by the PUC for tho implementation of the 
lifeline service program (which plan, it should be noted, follows the 
requirements of tho statute reasonably), the following differences in 
rate treatment result: 

l. Lifeline customers receive preferable rate treatment over 
others in the community -who do not qualify as lifeline recipients. 

2. RatepAyers· other than lifeline customers living in demonstra
tion communities will pay for the subsidized rate for the lifeline 
customers in their communities while similarly situated ratepayers 
outside the demonstration communities will not pay any of the subsidy, 
regardless of their KW'rl usage. 

3, •Ratepayers, oth'er than lifeline customers, living in the same 
demonstration communities will pay different amounts of surcharge 
according to their respective KWH usage. 

This statute is presumed constitutional at the outset. As stated 
by the Supreme Judicial Court of the State of Maine in State v. Norton, 
335 A. 2d 607, 614 (1975): 

"In passing upon the constitutionality of any act 
of the legislatura the Court assumes that the legis
latur~ actod with knowledge of constitutional reetr
ictrions, and that, the legislature honestly believed 
that it was acting within its righto, dutios and powers. 
All acts of the }ogislature are presumed to be consti
~utional and this is a 'presumption of great strength.' 

The burde 11 is upon him who cl a imB that th! act 
is unconstitutional to show its unconstitutionality • 
• , Hhother tho onactment of the law is wise or no-t, 
and whether it ia the best moans to achieve tho 
doeired result are matters for tho leaislature and 
not for the Court." (Citations orn1.tted.) State v. 
Fantastic Pair & Karmil, 158 Me, 450, 466, 467, 186 
A.2d ~52, 262,263 (1961). 

Turning to the first :::ategory of differer,ce, we have no difficulty 
whatsoever with preferential treatment being given to porsons 62 yeara 
of age or older with limited incomes an speci:ied in the.statute. 
Public i\aaistance to such groups of persons \.JDUld undoubtedly be sus
tained as a legitimate exercise of the Legislature's powers to protect 
the publ:tc welfare, §/ The only question re::-,aining, then, is whether the 
manner of imposing the resulting econo~ic burden of the subsidy to that 
group is so arbitrary or unfair as to deprive any of the other ratepayers 
paying the sub~idy aqual ~r0taction of the laws. 

Y In New York, it has been held that a county govormnent's Department of 
Social Services was rcquiri,d to meet Lho im.rnodiate needs of a welfare 
recipient by paying Lhc sum that would m.:iko the recipiont curront in hia 
obligation to the utility that p1:ov1dcs power for heating and lighting 
hia home. Ingram v. Fahuy, 358 N.Y.S. 2d 604. 
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Honorable Gail H. Tarr 

The rolevant criteria hero regarding the re!3.llting disparity in 
the burden of this social welfare program carried by various persons 
ia well stated in the recent docision of the United States Suprorne 
Court in Weinberger v. salfi, 422 U.S. __ -4June 26, 197S), at 
45 L.Ed 2d5i2, 541, quotir.g from one of its prior opi11ion•, 

"In the area of economics and eocial welfare, 
a state does not violate the Equal Protection 
Clause merely because the clas3ifications made 
by Jts lawa are imperfect. If the classifica
tion haa aomo 'reasonable basis,• it does not 
offend the Constitution simply because the 

· claaaification 'is not made with mathematical 
nicoty or because in practice it rosults in eom& 
inequality.' Lindnlcy v. Naturnl c.1rbonic Gas 
Co. 220 U.S. 61, 78, 55 L Ed 369, 31 S Ct 337. 
'Tho problems •of government are practical onoe 
and may justify, if they do not roquire, rough 
accomodations - illogical, it may ba, and un
acienlific.' Metropolis Theatre co. v. City 
of Chicago, 228 us 61, 69-70, 57 L Ed 730 s ct 
441 • • • M 

Applying that criteria hare, tha difference in trentmont between 
those in demonstration communitiea 3nd thoaa outside of thooe col\'1111unitiea 
(catngory (2)) ia not sorioua, in our view, from a constitutional stand
point. Ono p1:J,:poao of the demonstration or pilot program was to try to 
dotermina, by oxamplem in communities of different sizes, w~~t th• 
economic impact would be on other ratepayeru in such communitio• if the 
program wer~ to be adopted ctatewido. Aacuming no other conatitution~l 
problems with tho plan, then, tho discrimination that reaulta botw•~n 
equal consurr.ora of electricity in difforont cooimuni ties could be juc tifi&d 
on the ground that it is an inevitable result of a legislative determina
tion to tr$at this aopcct of tho economic welfare problema of tt~ elderly 
poor aa a local responsibility solely for the purposes of th• deroonatra
tion project. The differonce in treatmont re3ults from that detormina
tion, not from any arbitrary ·or invidioun claeaification. we think tha 
Legislature has tho lawful authority to mt.ke th.at det:4rmination. It 
follcMa that tho resulting discrimination betvo&n compa.rablc enorgy usu• 
in different communities is not constitutionally im?(1rmisaible. 

Tho remnining (third) category of difference in treatment i• that 
b".ltween big c1nd little u!lers of oloctricity. Tha inquiry he.re ia whether 
the '1izcri:nination w.aod on KWH uo~go i.o ro-laonL\bly rolatod to the pro
~otion ot sorno le<jitim~to le~islativo purposo of ~~is atatuto. 

The L!ndorlyir:g policy or purpo.;;o of the statuto, as originally 
introduced, was to pr.ovide aid to Maino's ol<i0i.·ly through lifeline 
p:-efc::cntial eh:ctnc ratci:;. Seo 35 M.R.S .!,. s 82. It waa pointed out 
during dnb.:ito thlit threo-quarteci of t-tuno'n 114, ODO .:!ldorly citizens 
nuppcrt thcmselvc.s sol0ly with social oocu:ity p.aym,rnts and thia ~ana 
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that most o! them live on $40 a week. See senator Cuawinga' comm•nta, 
Senate Rocord, June 4, 1975, p. B1622. 

A •econdary policy of the statute is (35 M.R.S.A. S 82) •to 
encourag• the reduction o! Glectrical power consumption for all other u••o bttyond• the basic neceaaitiea of modern life, ouch a• lighting and 
ro!rigorAtion, needed by Maine's older citizens. The aponaors ot 
th• legislation were of the view that the bill would encourage such 
energy conservation. See the comments of Senator Reeves, Senate Record, 
June 4, 1975, at B1~22, and on June 9, 1975, at B1753, and the comments of 
Ropreaentative Goodwin, House Record, June 9, 1975, at B1740 and June 20, 
1975, at B2202. Whether or hot the proponent. ot the bill were factually 
correct in their state~ents that the bill would encourage the recipients 
of the lifeline rate to conserve electricity, it is reasonably cl~r froai 
the legislative history that the proponents of the bill did profess a 
concern that the bill h~lp achieve energy conoervation. Subsection 2 of 
Section 2 of the s ta tu te ahould enc our ago other ra. tepayers in the demon-
o tra tion coi'rununities to conaervc electricity because the aurcharge is 
b~•ed solely· on J<h1i ui;age. The more electricity used the more tho 
r&t..payer must pay in the way ot a surcharge. 

It may also be pointed out in defense of this etatute that today, 
in an inflationary period, the increased uaaga of electricity, especially 
,faring perak demand pet'iods, increaoes the cont of electricity, aa it 
r~uiro~ thC:.! construction of expensive new genera ting and transmitting 
f&cil.i ties, all ·to the ootrimsnt of tho elderly poor whon they attempt 
to p;;y thi3ir eJ.octric u t:.. li ty bi 11 e. It can bo argu~ci, then, that th(Jro 
;.111 ~n elJ~r.-,ent of fairno'ls in irttponing a aurchargo basoo on ro,m u11111g• to 
help oubsidizo tha electric bills of the elderly poor. 

The atatute is not without precedent in offering a preferential 
r~to with diacr1.minatioo reeulting ag~inG1t oth1?1r rlltepay;')rs. Whil• 
utiliticr are prohibited from giving {35 M.R.S.A. § 102) ~any undue or 
unraa3onnble proference or advantage to any particular persoh, firm or 
cc.r-poration," they are freo to provide (35 M . .R.S.A. S 103) "service at 
free or re.duced rates for charitable or benevolent purposes•**·" 
While section 103 fails to specify· upon whom the resulting rurden of 
the subsidized service to the charity ahall fall, it seems clear that 
th0 other ratepayers would have to pay the sub3idy so that the utilities 
would still receive a reasonable rate of return as required by law. see 
35 M.R.S.A. § 51. 

The legislative dob~t3 on thi~· bill (L;D. 20) reflecta the con
c&rn of a numbar of legisl.atc,ra, including yoorself, that if enacted, 
it would impose an economic burden on poor pt'opl_e who are large ueera 
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of electricity, and several legislators recommended, instead, jhat 
the lifeline rate be subsidized directly out of the tax base.~ 
As we have pointed out, however, the resulting differences in treat-
ment between small and large users of electricity does bear some . 
relationship to an objective of the statute. The legislature· has broad 
dincretion to enact laws which affect some groups of citizens differently 
than others and the equal protection clause will be offended only if tho 
classification rests on grounds wholly irrelevant to the achievement of 
the State's objective in enacting the statute. In making that determina
tion, the atatute will be sustained if any state of facts may reasonably 
be conceived that would justify it. E.g. McGCMan v. the State of Maryland, 
366 U.S. 420 (1961); soe Weinbcr~_. Salf1, 45 L.Ed.2d at 549, n.15. 

For the reasons stated above, we believe the statute would be 
sustained if challenged on the ground that it denies equal protection 
of the laws. 

If we could be of any further assistance to you with regard to 
thia inquiry, please do not hesitate to call on us. 

ELR:mfe 
enclosures 

Sincerely yours, 

~~~ 
, RDW~~ 

Assistant Attorney General 

g/ see, e.g. the canments of Representative P~rry from ~-.ucton and 
your own comments, Houso Record, June 9, 1975, at Bl 740 and the comments 

'of Senator Cyr of Aroostook, senate Record, June 4, 1975, at B1622 and 
those of Senator Katz, June 9, 1975, at B1754. Senator I<Atz stated the 
issue as follows: 

"Now if your•*• answer to the needs of 
the elderly is to givo them some kind of 
preferential rate••• and say that every
body else who usoe electricity is going to 
have to • • • (pay more]. including all the 
low income people in this state, all the 
m~rgin~l people with large familie5, who are 
large users of electricity, thin i9 not my 
idea of compassionate social welfa::-e legis
lation at all." 
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APPENDIX C 

APPLICATION FOR MAINE 
ELECTRIC LIFELINE SERVICE 

YoUit NAME (first, middla initial, Ian) 

CUiUUNf HOf\AE AOOtiESS (number, street, apartment number) 

CITY OR TOWN, Zf P CODE 

TE OF tmnM {mont i ay, y<'lar) TOTAL PERSONS IN 
HOU5EHOU> 

1m,vuu uvr: 183 ['';~fs~l}~IX-r:7.e-, .. -nt~,)~il-, --NOW ,, ,,,.,,. 
MOP1E l~ P/',.AlNE LAST YEAR? YES O NO O LAST YEAR 

Tk:, V[,r,iht:e l!bct,ka~ s~rviaa 0.;mom'irotion Progrcm will he OJ)1)r• 

of~d Deromh;!r 1, 1975 to D@cember 1, 1976 starting with the first 
monthly LilHng cydc1 for tho applicant following receipt of application. 

f-OR IMfC~i'MT!ON OR ASS~STANCt: CALL TOLL FREE 1-800-452-4617, 
0:'1- TI0~E LOCt'\L O:S!GNATED UfEUNE AGENCY JN YOlla COMJ\t\UNrTY. 

As provided by law, the Moine Public Utilities Commission estab
liihGd th0 Lifolina ofoctrlcal rote of 3 conh per kilowatt hour up to 500 
kii..>watt hours in any month for citizens 62 and ovsr who live in the 
fo!lowing munidpo!il'ie1 only: 

BANGOR, CAfWJOU, ELLSWORTH, FORT KENT, PORTLAND, ROCKLAND 

Send your completed application to your local designated Lifeline 
Agency or directly to Lifeline, Staie of Maine, Augusta, Maino 04333. 

YOUR NAME (first, middlo initial, last) 

"CffimE'NT HOME ADDRESS (number, street, apartment number) 

MAILING AiJi)f;:l:SS (if same, write "same") 

NAM~ Of Ff:tiSON F"RESENTL Y BILLED FOR ELECTRIC SERVICE IN YOffif 
HOME (if iomo, write "some"} 

MAILING ADDRESS OF PERSON . PRESENTLY BILLED FOR ELECTRIC 
SERV!CE IN YOll;? HOME (if same, writa "same"} 

H!::Cl'R!C COMPANY ACCOUNT NUMBER (if avaifobla) 

LINE WHERE 
CARD IS 
CUT IN TWO 
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DETERMINATION OF INCOME QUALIFICATION FOR LIFELINE 
(THE INFORMATION BELOW MUST BE FULLY PROVIDED) 

~· 

REPORTiNG YEAR: 19 .... Annual Annual Total 
(lost calender year) Amount Amount Household 
TYPE OF INCOME Rece!vod by Rewived by Income 

Applicant others in (A plus B) $ 
(A}$ household 

(B) $ 
1. Salaries, wages and 

earnings 
2. lnrorest and Dividend~ 

3. Social Security, and/ or SSI 

4. Oihsr ponaion or annuity 

5. Other Income 

TOTAL INCOME 

OTHER INCOME THAT MUST BE INCLUDED 
Capital gains, alimony, iupport money 
Strike benefits, taxable and non-taxable 

WHERE TO INCLUDE 

Railroad Retiremont and Veterans Disability 
State Unornploymant lnsuranco 
Non-taxable interest from federal gov~rnment 
Workman's com~ntation and "lo:.s of time" insurance 
Cash public assistance and rnliaf 

TYPE OF INCOME NOT TO BE INCLUDED AS INCOME 
1. Gifrs from non-governmental ,ources. 
2. Food Stampi. 

5 
5 
4 
5 
2 
5 
5 

3. Other rnlid i11 kind (household obiach ate., not including cash 
or money) i;uppliad by u government. 

4. Hnfur·ch vnchr tha E1derly Householders Tax and Rant Rofund 
mogrcm. 

::on Sii,iGLE hiffvrnrn HOUSEHOLDS TOTAL UMIT IS $4,500. FOR 
rwo Or? MO~E N\EMuER HOUSEHOLDS TOTAL INCOME LIMIT 
IS $5,000. ---

Under penalty of perjury, I dedore t!wt I have examined this appli-
cation and to the best of my knowledge and belief, it is true, correct 
and complete. 

APPLICATION MUST BE SIGNED 

Signature of Applicant 

Signature of preparer if other than applicant 
based on all information of which he or she hos any 
knowledge. 

Dato 

Dato 
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STATE OF MAINE 

PU3LIC UTILITIES COMMISSION 

RULES AND PROCEDut!.ES FOR OLDER CITIZENS 
LIFELINE ELECTRICAL SERVICE 

" . . 
Authori1=1_: Theae rules are established pursuant to 35 M.R.S.A. 

chapter 4 §84. 

Tor.if fa: 

Central Maine Power Company, Bangor Hydro-Electric Company 

and ~.aine Public Service Company shall file with this Commission 

tariffs establishing Lifeline Electric Service to become effective 

December 1, 1975. ·Said tariffs shall remain in force for twelve 

consecutive months for each respective billing cycle commencing 

on or after the specified effective date. 

·The Lifeline rate shall be limited to 500 kilowatt hours per 

month which shall be priced at 3¢ per kilowatt hour. Usage in 

excess of 500 kilowatt hours per month will be charged at regular 

established rates with applicable fuel adjustment charges added. 

Rules and Regulatfons: 

1. Lifeline Electric Service customers shall be limited to 

a single service at the place where they live. 

2. Where each household within a multiple unit dwelling 

aerved by a single electric meter is otherwise qualified to receive 

Lifeline Electric Service, and where applications for service have 

been oubmittcd, the utility ohall give appropriate credit for the 

Lifeline rate in conp~tiug the bill for service. It is anticipated 
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tht't in all such cases the rent charged to each household shall be 

reduced by tha amount Lifeline Electric Service reduces that part 

of the bill for aervic~ allocated to each household. 

3. Where not all households within a multiple unit dwelling 

served by a single electric meter are eligible for Lifeline Electric 

Service, those eligible may receive service if individual meters are 

installed, or if all ho~aeholds served by the single meter become 

eligible for Ufeline Electric Service. 

4. Where a Lifeline Electric Service applicant's dwelling is 

wired for service from more than one electric meter, (such as a separate 

meter for water heating) he may elect to install one meter, otherwise 

the Lifeline rste shall apply to his residential service meter only. 

S. There ohall be no oervice connection charge applicable 

for Lifeline Electric Service. 

6. The provisions of Lifeline Electric Service shall not affect 

any existing (such as for a line extension) contracts between an eligible 

household and an electric utility compan1•• 

7. All other Rules and Regulations applicable for residential 

service shall remain in effect provided such rules and regulations 

are not specifically prohibited by the Older Citizens Lifeline Electrical 

Service Law. 

Records: 

Each electric utility comp.any shall keep and ma1.ntain accurate 

records showing: 

a. Nrune, address, date of services and account 

number for each Lifeline customer. 
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b. Kilo-watt hour usage for each billing period, 

amount of bill, and amount which would have 

been billed under regular residential rates, 

including service connection char~es for each 

account. 

c. The difference between the amount billed and 

that which would have been billed under regular 

rates. 

Lifeline Surcharge: 

The loss of revenue within each municipality resulting from 

Lifeline Electric Service may be recovered monthly from other classes 

of eervice within said municipality by applying an appropriate sur

charge factor to the kilowatt hour soles on each bill. Costs of 

administration of the Lifeline program shall not be recovered through 

this surcharge. 

Reports: 

Each utility shall report the following information to the 

Commission at least once monthly, except where the information may 

not be available due to bi-monthly billing. Then such report may 

be submitted bi-monthly. 

a. A customer summary for each billing cycle 

showing name, account number, kilowatt hours 

taken and amount of bill. 

b. A copy of the Lifeline surcharge computation 

together with related revenue dato. 
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Such other information as the Staff may request 

from tima to time. 

Dated at Augusta, Maine, this 3rd day of Novemoer, A.D., 1975. 

BY ORDER OF THE COMMISSION 

Rovord M. Conn1ng
4
h~a~m;;._ __ 

Howard M. Cunninsham 
Secretary 
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FOR MORE INFORMATION WRITE THE 
DIVISION OF COMMUNITY SERVICES 
STATE HOUSE 
AUGUSTA, MAINE 0•333 
CALL TOLL FREE 1-800-452-4617 

DIVISION OF COMMUNITY SERVICES 
STATE OF MAINE, AUGUSTA, MAINE 04333 

C£ifeli11e 
0 l\,Q 

Co1i~,efil·a tio:ri 
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APPENDIX K 

Thi5 information was prepared by the Divi
sion of Community Services in conjunction 
with the Older Citizens Lifeline Electrical 
Demonstration Program. Published under 
Appropriation No. 4028-1010. 
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PROJECT LI FELINE--CALL TOLL FREE 1-800-452-4617 

HER'E IS THE COST Of- THE TYPICAL 
ELECTRiC APPLIANCE ON A MONTHLY 
BASIS UNDER THE LIFELINE RATE OF 3 
CENTS PER KILOWATT HOUR -

AIR CONDITIONER 
BLANKET 
CLOCK 
CLOTHES DRYER 
COFFEE MAKER 
DISHWASHER 
FAN (CIRCULATING) 
HAIR DRYER 
FRYING PAN 
HEATING PAD 
HOT PLATE 
IRON 
MIXER 

$2.15 
.37 
.02 
.99 
.27 
.91 
.04 
.04 
.47 
.02 
.22 
.36 
. 03 

f.f\Jf::'.1GY CONSEP\!ATION TIPS FHOM 
THE MAINE ELECTRIC LIFELINE 
PROGR.D.M 

HOW TO MAl<E YOUR LIFELINE ELEC
TRIC f~ATE SAVE YOU EVEN MOREi!!!! 

- - - LIGHTING 
LIGHTING ACCOUNTS FOR 16 PER

CENT OF ALL ELECTRICITY USED IN 
YOUR HOME. HOW CAN YOU CUTDOWN 
ON YOUR ELECTntCITY USED FOR 
LIGHTING AND SAVE MONEY? 

1. FI uorescent lighting is much more 
cconomic .. l than regular bulbs. Fluoresccflt 
lamps give up to 5 times a; much light for the 
same energy as regular bulbs and last up to 10 
times longer. 

2. Try using lower watt,:f,'8 bulbs. For 
example, 40 or 60 w.itt bulbs may givn 
enough li9ht in pl<h;o of a 100 watt bulb. 

3. People w,ne ri1)1t v.hen they u~-'.:d to 
~hut off light'i to save electricity. You save 
enorw by turning off li1)1t:i or i1pplianccs 
vvhcnevcr they me not needed. 

RANGE WITH OVEN 
RADIO 
RADIO/RECORD PLAYER 
REFRIGERATOR ( 12 cu. ft.) 
SEWING MACHINE 
SHAVER 
TELEVISION (B& W) 
TELEVISION (color) 
TOASTER 
VACUUM CLEANER 
WASHING MACHINE 

(Automatic) 
WATER HEATER 
WATER HEATER 

(quick recovery) 

$2.94 
.22 
.27 

3.04 
.03 
.00 
.30 

1.10 
.14 
.12 

.26 
10.55 

1203 

This chart is based on nvernga usage by a 
family of the appliances listed. You can esti
mate your monthly electric ~II by adding up 
your appliances used . 

- - - APPLIANCES 
SOME ELECTRICAL APPLIANCES 

ACTUAL.LY SAVE MONEY. FOR EXAM
PLE, AN ELECTRIC SHAVER THAT 
COSTS PRA.CTICJ-\LL Y NOTHING TO OP
ERATE (A NICKEL A YEAR) REPLACES A 
RE GU LAH RAZOR WHiCH REOUI RES A 
GOOD DEAL OF HOT WATER, A HIGH 
COST ITEM. HOW CAN YOU SAVE IN 
APPLIANCE USE? 

1. Manual defrost refrigerators use les.s 
than automatic dofros.ting units. However, 
never let frost build up to more than one 
quarter of sn inch .before defrosting. 

2. Using small kitchen appliances can ~ave 
money in preparation of small meals. Toast
ers, waffle irons, electric grills and skillots 
usually use LESS electricity than an electric 
range. 

3. It is a myth that an oven must bo pr~
heated before baking. Preheating is often not 
nec.essary. 

4. If you have both a larga oven and a 
small oven, use the small one whenovor pos
sible. 

5. Use a tea ketdEf: rather than a pan for 
heuting or iJoili:1(} w.ilur; it can wvo you 
enargy. 
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STATE OF MAINE 

PUBLIC UTILITIES COMMISSION 

RULES AND PROCEDURES FOR OLDER CITIZENS 
LIFELINE ELECTRICAL SERVICE 

Rule and Regulat~9n 3, As Amended 

Where not all hous,eholds within a multiple unit <lwel 1 ing 

served by a single electric meter are eligible for Lifeline 

Electric Service, those eligible may receive electricity at 

Lifeline rates if the multiple unit dwelling satisfies the 

following requirements: 

(i) it is public housing or non-profit housing; 

(ii) the landlord is charged for electricity at residential 

service rates; 

(iii) the landlord agrees in writing to refund to each 

household on Lifeline, or reduce the rent of each 

household on Lifeline.by, the pro rata amount each 

househ0ld has saved in electricity costs because of 

the Lifeline program. Copies of this written agree

ment shall be supplied to the Commission ·and the 

electric utility. 

(iv) the landlord agrees to submit to the electric 

utility each month, at a date chosen to conform 

with the utility's billing cycle, the following 



, 
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(b) 

-2-

information with reapect to each ~eter serving 

Lifeliue households: (A) the total number of 

households currently served by the single meter, 

(B) the number of households currently on Life

line, (C) t-he names of customers whose households 

previously on Lifeline became ineligible for 

Lifeline during the preceding month. 

For each multiple unit dwelling eligible under (a) above, 

during each billing cycle the kilowatt hours to be billed 

at Lifeline service rates for each single meter shall be 

computed by multiplying the total kilowatt hours used by that 

fract:i.on whose numerator is the number of households on Life

line and whose denominator is the total number of households 

served by said meter. The remaining kilowatt hours shall be 

billed to non-Lifeline households at residential service rates. 

(c) The landlord of any multiple unit dwelling eligible under (a) 

above shall refund to, or reduce the rent of, each household 

on Lifeline according to the following computation: 

R equals the total bill for all households at regular 

residential rates, as though no households were on 

Lifeline. 
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B equals the total bill for all households as com

puted pursuant to (b) above. This will be the actual 

bill received by the landlord under the Lifeline 

program. 

N equals the number of households on Lifeline. 

The refund or rent reduction to each household on Lifeline 

shall be: 

(R - B) 
N 

This amount shall be recomputed for each month's bill. The 

landlord shall remit to each eligible household on Lifeline 

the refund or rent reduction as computed above either monthly 

or bimonthly. 

Dated at Augusta, Maine, this 20th day of February, A.D., 1976. 

BY ORDER OF THE COMMISSION 

Howard M. Cunningham 
Howard M. Cunningham 

Secretary 

A true copy. XAi✓a:?4)/. ~rj 
Attest: ----------~'---------Howard M. Cunningham, Secretary 
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PORTLAND HOUSING AUTHORITY 
211 CUMBERLAND AVENUE, PORTLAND, MAINE 04111 

~ I Administrative Office (207) 773-4753 . APPENDIX G 

COMMISSIONERS· 

Rental and Occupancy Office (207) 774-3911 

Social Services (207) 774-8418 

REV. WILBURN 8. lv11LLER, Choirman 
FRANCES 8. GLECKMAN, Vice Chairman 
STANLEY A. ROGERS, Commissioner 
DOLORES V. PAQUETTE, Comm/ssiomJr 
BARBA.RA A. WHITMORE, Commissioner 

I 

June 1, 1976 

Mr. John D. Molloy 
Maine Public Utilities Comnissio1~··-; .. 
State House Annex · ,\· 1 _ -~ 

. Capitol Shopping Center 1 .,_ ·l iLD 
Augusta, Maine 04333 ~ .., L / ., 

: v 1$76 
Dear Mr. Molloy: !__~~~!~: 1 _. co,··~-

I regret to have to infonn all concerned .. thati'm!- ortland Housing 
Authority will not be able to continue to participate in the State of 
Maine Lifeline Program for the Elderly. The Department of Housing and 
Urban Development has reviewed the various aspects concerned with our 
participation in the program and has asked that we discontinue our 
participation for the following reasons: 

1. The purchaser of the utilities involved is the Portland 
Housing Authority, not the elderly tenant. 

2. Utilities are provided by the PHA to the tenant as part of 
contract rent. Adequate utilities are guaranteed to elderly 
tenants within 25% of adjusted income. Since this precludes 
elderly tenants from being affected by the upward spiral in 
the cost of electric service, it appears that LRPH already 
achieves the policy objective of the State Law. 

3. Permitting participation of only some tenants results in a 
discriminatory practice, violating the spirit and intent of 
Public Housing Law. 

4. Use of the Maine Life Line Program would result in a double 
subsidy w~ich must be reflected in reduced performance funding 
subsidy. 

PETER A. HOWE 
Executive Director 

and Secretary 

HOYT A. HANEY 
Assistant 

Executive Director 

' 
On behalf of the Portland Housing Authority, I wish to thank all of those 
who worked so hard in allowing our participation in the Lifeline Program. 
I am disappointed that your efforts cannot be rewarded by success, but 
I am even more disappointed that our low income elderly will not be able 
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,Mr. John D. Molloy 2 June 1, 1976 · 

to benefit from the program. I agree with and am consoled by the fact 
pointed out by the Department of HUD that "Utilities are provided by the 
Portland Housing Authority_to the tenant as part of contract rent and 
adequate utilities are guaranteed to elderly tenants within 25% of their 

. adjusted income, and this precludes elderly tenants from being affected 
by the up•,,,,ard spiral in the cost of electric service. 11 

Sincerely, .-~~ %7 4;jl~.~2---~ ., 
Hoy{ A. Haney 
Assistant Executive o,1ector 

I 

' 

HAH:vfs 

cc: Mr. Robert W. Leason 
Manager, Customer Services 
Central Maine Power Company 

Cumberland/Yo_rk Senior Citizens Council 

Ms. Mary Ellen Twombly 
Executive Coordinator 
State of Maine 
Division of Corrrnunity Services 

Mr. Creeley S. Buchanan 
Area Director, HUD 
ATTN: Ms. Doris Desautel, Chief, HPMB 
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TELEPHONE SURVEY FOR PARTICIPANTS OF LIFELINE PROGRAM 

Hello, l!lY name is __________ nnd I'm calling for the Maine 
Public Utilities Commission. We are conducting a survey of attitudes 
among those of you who have participated in the experimental Lifeline 
Electrical Program, and I wonder if I might have a few moments of your 
time to ask •oiM! qu~ations. 

Don't Ref
Yes No KnO\I uaed 

1. Have you noticed the savings on your electric bill? 

2. Would you like the-Legislature to continue the 
program 

3. Would you like a Statewide Lifeline Program for 
all persons over 62 regardless of income? 

4. Have you uaed less power since you vent on Lifeline? 

5. Are you aware th~t all other electric customers in 
~10 were not on Lifeline paid for the pro-----gram with a sreall surcharge on their bills. 

6. Do you believe the surcharge is a fair way to 
recover the coats of the Lifeline program? 

7. 

8. 

9. 

(If "no") how would you like the loss in money to 
the power company because of Lifeline to be made up? 

A. By the Power Company? 
B. Through energy stamps like food stamps? 
C. Directly by the State or Federal Government? 

Do you feel that people that use small amounts of 
electricity should pay lees per Kilowatt Hour used, 
than the lnrger uacrs of electricity? 

If electric rates were substantially lower between 
8 P.H. and 7 A,M. than during the reot of the day, 
would you be Dhle to use this period of lower rates 
in order to make savin~s in your electric bill? 

---·--
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TELEPHONE SURVEY ON LIFELINE TO TI!E GENERAL PUBLIC 

Hello, my name is _________ , and I am calling for the Maine 
Public Utilitiea Commi11ion. We are conducting a survey of attitudes 
in _______ concerning the older citizens Lifeline Electrical 
Program, and I wonder if I could have a few momants of your time? 

1. Are you familiar with the Lifeline Electrical 
Program7 

2. Do you feel that a ep~cial low electric rete for 
people over 62 is deair&ble? 

3. Do you feel this rate should be for all people 
over 62 regardlcnB of income? 

4. If "no", do you feel this rate should be only 
for people over 62 whose income is leis than 
$5,0Oci? 

5. What is your pr£sent age? 

6. Is your income less than $5,000? 

7. Are you aware of the Lifeline aurcharge on 
your electric bill? 

8. Do you feel the aurcharge is a fair way to 
recover the costs of the Lifeline Program? 

9. If "No", how would you like the loss of money 
to the power company because of Lifeline to be 
made up? 

A. By the P~~er Company? 
B. Through energy stamps, like food. eitamps? 

Don't Ref-
Yea No Know used 

C. Directly by the State or Federal Government? 

10. Do you feel that people that uee arr.all amounts of 
electricity should pay leso per Kilowatt Hour 
used,than the larger usero of electricity? 

11. If electric rat~s were substantially lover 
between 8 P.M. and 7 A.M. than during the 
reat of the day, l¥Ould you be: able to use 
this period of lower ratct:J in ordor to mnka 
a savings in your Plectric bill? 
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APPENDIX I 

MAINE LIFELINE DEMONSTRATION PROJECT 
PARTICIJ;:~BT 

Number Sampled 

Savings .noticed 

Program should be continued 

Lifeline should be available 
to all 62+ 

Less power was used during 
d8llonstration period 

Were aware of surcharge 

Consider surcharge fair 

Who should pay cost 
of lifeline ,,, 

Favor inverted rates 

Favor low rate period 

Sample size~ 589 (30%) 

Total participants= 1975 

SURVI;Y - DECEMBER, 19 76 

Total Ft. Kent 

589 69 

+84% +100% 

+91% +100% 

+66% +70% 

-43% -48% 

+49% +64% 

+37% -91% 

(No clear opinion) 

+53% +93% 

+41% -71% 

"+"•yes response,"-"= no response 

Bangor 

200 

+71% 

+77% 

+57% 

+32% 

+48% 

+31% 

Power 
(15%) 

+44% 

-38% 

Portland 

320 

+88% 

+97% 

+70% 

-50% 

+46% 

+48% 

Co. Power Co. 
(8%) 

+50% 

+52% 

SOURCE OF DATA: Telephone Survey, November - December, 1976 
Ma.fne Divis:i.on of Community Services-Research 

Participating Agencies: 

Aroostook County Task Force on Senior Citizens 
Penquis Community Action Program, Inc. 
York-Ctnnberland Senior Citizens Task Force 
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MAINE LIFELINE DEHONSTRATION PROJECT 
GENERAL PUBLIC SURVEY - DECEMRER, 1976 

Total Ft. Kent 

Estimated Total Population1 99,004 4,702 

Number Sampled 1,060(1%) 400(8.5%) 

Question Response Totals: 

Were Familiar with Lifeline +48% +69% 

Desire Low Rate for 62+ +67%* +82% 

Desire Low Rate for all 62+ -42%* -53% 

Desire Low Rate for 62+ +35* +55% 
Low income only 

Mean Age 36 yrs. 42 yrs. 

l•rcentage Aged 62+ 20%* 14% 

Income Below $5000/yr. -46%* -59% 

Were Aware of Surcharge +57'%.* +787. 

Consider Surcharge Fair +33%* -62% 

Who should pay cost 2 
65%* +32% 

of lifeline (No opinions) (Gov'mt.) 

Favor Inverted Rdtes +40%* +56% 

Favor Low Rate Period +45%* +52% 

*Significant findings 
11973 Population Estimate, U.S. Bureau of the Census 
2Results questionable due to 677.+ rate of non-response 

Bangor 

33,429 

344 (1%) 

-49% 

+67% 

-20% 2 

+17%2 

17 yrs, 2 

10% 

-23% 2 

+29%2 

+21%2 

+3%2 
(Gov 'mt.) 

+19% 2 

+21%
2 

' 
SOURCE OF DATA: Telephone Survey, November-December, 1976 

Maine Division of Community Services-Research 

Participating Agencies: 
Aroostook County Tank Force on Senior Citizens 
Penquis Community Actio:1 Program. Inc. 
York-Cumberland Senior Citizens Task Force 

Portland 

60,873 

316(.5%) 

-56% 

+87% 

-50% 

+307. 

49 yrs. 

38% 

-54% 

+59% 

+55% 

+1%2 
(Gov mt.) 

+42% 

+62% 
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APPENDIX TABLES 

Number of Participants in Lifeline Program 

Income of Participants in Lifeline Program 

Age of Participants in Lifeline Program 

Electric Utility Residential Rates During 
the Lifeline Program 

Comparison ,of KWH Usage of Lifeline 
Participants, 1975 vs. 1976 

Changes in Usage, Years 1972 through 1976 
A Random Sample of Lifeline Customers 
Compared with Regular Residential Customers 

Monthly Comparison of Changes in Average KWH 
Usage of Regular Residential Customers and 
Lifeline Customers, 1975 vs. 1976: 
Central Haine Power Company 

Comparison of May 1976 Usage of Lifeline 
Participants with Their Usage in May 1975: 
Central Maine Power Company 

Percentage of Electricity Consumed by Lifeline 
Participants at Usage Levels of Less Than 
500 KWH Per Month: 
Central Haine Power Company 

Monthly Lifeline KWH As A Percentage of Total 
KWH in Lifeline Demonstration Municipalities: 
Central Maine Power Company 

Comparison of Changes jn Average Yearly KWH 
Usag8 of Regular Residential Customers and 
Lifeline Custrnners From 1975 to 1976: 
Bangor Hydro-Electric Company 

Comparisona of Increases in Average Monthly 
KWH Usage of Regular Residential Customers 
With Lifeline Customers: May 1975 and May 1976 
Bimonthly Billings: 
Maine Public Service Company 

97 

98 

99 

100 

101 

102' 

103 

104 

105 

106 

107 

108 
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APPENDIX TABLES (Continued) 

Monthly Savings of Lifeline Participants 

Annual Savings of Lifeline Participants 

Survey of Actual Monthly Savings of Lifeline 
Customers for February 1976 

Comparison of Total Monthly Bills at Lifeline 
Rates with What 'fhose Bills Would have Been 
At Residential Rates: 
Central Maine Power Company 

Total Lifeline Surcharges Billed by Electric 
Utilities 

Monthly Lifeline Surcharges in Demonstration 
Municipalities of Participating Utilities 

Monthly Administrative Costs of Lifeline 
Program: 
Central Maine Power Company 

Monthly Administrative Costs of Lifeline 
Program: 
Bangor Hydro-Electric Company 

Monthly Administrative Costs of Lifeline 
Program: 
Maine Public Service Company 

Electric Utility Administrative Costs Per 
Lifeline Applicant 

Adm+nistrative Costs of Establishing Lifelin~ 
Program Incurred by Public Utilities Commission, 
Division of Community Services and Outreach 
Agencies 

Costs Incurred by Individual Outreach Agencies in 
Establishing Lifeline Program,Through February 29t 1976 

Summary of Outreach Agencies' Administrative Costs 
Through February 29, 1976 

Comparison of Central M:1ine Power's Regular Resid
ential Rate, Lifeline Demonstration Program Rate, 
and Central Maine Power's Proposed Alternative 
Lifeline R.:1te 

109 

110 

111 

113 

114 

115 

116 

118 

119 

121 

122 

123 

125 

126 
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I 

I 

Number of Participants in 
Lifeline Program 

Final Count on 
Final Data Records of Out-

12/1/75 2/29/76 6/30/76 of Program Reach Agencies 

Central Maine Power 
Portland 495* 945 1,221 1,299** 1,229** 
Rockland 121* 266 281 281 288 ---

616 1,211 1,502 1,580 1,517 

Bangor Hydro Electric 
Bangor 166* 423 496 506 497 
Ellsworth 75* 134 139 142 141 

241 557 635 648 638 

Maine Public Service 
Caribou 178 252 293 297 290 
Fort Kent 138 168 176 178 174 

316 420 469 475 464 

Total Customers 1,173 2,188 2,606 2,703 2,619 

* This figure does not include lifeline cards from four municipalities which were 
received on December 1. The utilities had not, however, received these cards at 
the time the program formally began on December 1. If these cards are included, 
the totals are: Portland, 547; Rockland, 151; Bangor 208; Ellsworth, 98. 

** Including 118 at Deering Pavilion, an apartment complex for senior citizens 
owned by the Roman Catholic Diocese of Portland. 

NOTE: Except for the final colunm, these figures include all applications received 
by the Commission and processed by the utilities, even though some applicants 
were found ineligible for lifeline. 

Source: All information is from the Commission's own records, ·except the final 
column, which was based on the records of the outreach agencies. 



' 
Municipality 

Central Maine Power 
Portland 
Rockland 

Bangor Hydro Electric 
Bangor 
Ellsworth 

Haine Public Service 
Caribou 
Fort Kent 

TOTALS AND/OR AVERAGES I 2 member household 
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APPENDIX TABLE 2 

Income of Participants 
In Lifeline Program 

Average 
Ntnnber of Yearly 

Participants Income 

1,229 $3,207 
288 3,061 

497 $2,945 
141 3,200 

290 $2,647 
174 2,571 

2,619 $2,938 

Lowest 
Yeariy 
Income 

$1,004 
1,104 

$ 774 
1,000 

$1,005 
1,006 

$ 982 

Income of 
Oldest 
Participant 

$1,680 
1,580 

$3,116* 
1,722 

$1,664 
2,499 

$2,044 

Source: These statistics were CG"'lllpiled and computed by the five participating 
outreach agencies and the Division of Community Services. 

' 
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APPENDIX TABLE 3 

Age of Participants in Lifeline Program 

Municipality 

Central Maine Power 
Portland 
Rockland 

Bangor Hydro Electrk 
Bangor 
Ellsworth 

Maine Pub lie Service 
Caribou 
Fort Kent 

I TOTALS OR AVERAGES 

Number of Average 
Participants _A_g_e __ 

(Years) 

1,229 74.0 
288 74.7 

497 75.0 
141 77 .o 

290 78.0 
174 71.7 

2,619 75.1 

Age of 
Oldest 
Participant 
(Years) 

93 
96 

100 
96 

90 
91 

94 

Participants Living Alone 
Ntnnber Percent 

822 66. 9% 
195 67.7 

368 74.0 
89 63.1 

137 47.2 
64 36.8 

1,675 64.0% 

Source: These statistics were compiled and computed by the five participating 
outreach agencies and the Division of Community Services 

' 
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APPENDIX TABLE 4 

Electric Utility 
Residential Rates During 

The Lifeline Program 

CENTRAL MAINE POWER COMPANY: 

May 2 1 1975 - October 21, 1976 

$3.00 
.{)459 
.0277 
.0216 
.0197 

first 30 kwh or less 
per kwh for 30-100 kwh 
per k\;h for 100-300 kwh 
per kwh for 300-1000 kwh 

for all kwh over 1000 kwh 

BANGOR H'!DRO-ELECTRIC COMP Af,ry: 

July J 6, 1974 - November 12, 1976 

11.88 for first 15 kwh or less 
.0625 per kwh 15-75 kwh 

.• 0237 per kwh for 75-500 kwh 
·• 0174 for all kwh over 500 kwh 

MAINE PUBLIC SERVICE CO~IPA.'-IT: 

April 17, 1973 - November 1, 1976 

$1.35 
.066 
.030 
.023 
.020 

fi.rst 8 kwh or less 
per kwh for 8-80 kwh 
per kwh for 80-300 kwh 
per kwh for 300-600 kwh 
for all kwh over 600 kwh 

October 21, 1976 - Present 

$3.40 
.0434 
.0248 
.0202 
.0184 

November 

$2.15 
.06943 
• 02392 
.01654 

first 25 kwh or less 
per kwh for 25-100 kwh 
per kwh for 100-300 kwh 
per kwh for 300-1000 kwh 
for al kwh over 1000 kwh 

122 1976 - Present 

for first 15 kwh or less 
per kwh for 15-75 kwh 
per kwh for 75-500 kwh 
for all kwh over 500 kwh 

November 1, 1976 - Present 

Customer Service Charge $3.30 
,037 per kwh for 0-400 kwh 
.027 per kwh for 400-800 kwh 
.024 for all kwh over 800 kwh 

Source: The electric utilities' rate schedules on file with the Commission. 

' 
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January 

February 

March 

April 

May 

June 

July 

I August 

September 

October 

November 

December 

TOTAL 
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APPENDIX TABLES 

Comparison of KWH Usage of 
Lifeline Participants, 1975 vs. 1976 

Central Maine Power Comp~ny 

1975 KWH 1976 KWH Difference 

253,121 271,163 18,042 

296,992 313,973 16,981 

305,489 297,750 (7,739) 

294,980 305,934 10,954 

~79,630 271,480 (8,150) 

257,070 262,224 5,154 

256,424 256,605 181 

253,403 263,814 10,411 

294,070 291,188 (2,882) 

271.,085 285,154 11,069 

299,054 305,867 6,813 

324,398 354,859 30,461 

3,388,716 3,480,011 91,295 

KWH % Difference 

7.1% 

5.7 

(2.5) 

3.7 

(2.9) 

2.0 

0.1 

4.1 

(1.0) 

4.0 

2.3 

9.4 

2.7% 

This Table has been adjusted to exclude all multiple-tenant accounts. 

'Source, Information compiled by Central Maine Power Company and supplied to 
Commiaaion. 
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APPENDIX TABLE 6 

Changes in Usage, Years 1972 through 1976 , 
A Random Sample of Lifeline Customers 
Compared with Regular Residential Customers 

Central Maine Power - Monthly Average KWH Usage 

Residential 
Year Lifeline Portland ----
1972 210 466 
1973 219 482 
1974 216 495 
1975 214 511 
1976 228 554 

% Change, 1972-1976 8.2% 18.8% 
(Lifeline Customers in Sample: 62) 

Bangor Hydro-Electric - Monthly Average KWH Usage 

Lifeline Lifeline Residential· 

I Year Ban..s.2.£.... Ellsworth Total System, 

1972 212 246 415 
1973 216 237 428 
1974 213 244 456 
1975 218 238 434 
1976 224 258 462 

% Change, 
1972-1976 s. 6% 4.5% 11.3% 
(Lifeline Customers in Sample; Bangor 70, Ellsworth 31) 

Maine Public Service - Monthly Average KWH Usage 

Year Lifeline Caribou Lifeline Fort Kent 

1972 356 216 
1973 334 260 
1974 345 272 
1975 332 278 
1976 334 278 

'Ch.mge 1972-1976 -6.3% 28.7% 
1973-1976 -o. o~~ 7 .1% 

Heline Customers in Sample; Caribou 25, Fort Kent 20) 

Residential 
Rockland 

507 
528 
554 
566 
610 

20.4% 

Residential 
Bangor 

437 
460 
490 
464 
490 

12.3% 

Residential 

458 
471 
480 
490 
514 

12.1% 
8.9% 

In order to make 

Residential 
Ellsworth 

380 
388 
422 
402 
435 

14.5% 

Total System 

Source: Data supplied by the three electric utilities. 
statistic8 conform with other tables, we have convcl)'.ted 
into nverage monthly kwh usage. For greater precision 
computed from the average yearly k-wh unagc figures. 

nvcr,1gc ycnrly kwh us11ge 
the percentages have been 
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APPENDIX TABLE 7 

Monthly Comparison of Changes in Average 
KWH Usage of Regular Residential 
Customers and Lifeline Customers, 1975 vs. 1976 

Central Matne Power Company 

Residential Customers 
(Total CMP System) 

Average monthly KWH i. Change LIFELINE CUSTOMERS 
1976 1975 Chan~ per customer % change 

753 637. 116 18.2% 7.1% 

726 661 65 9 .8% 5.7% 

619 594 25 4.2% (2. 5%) 

585 557 28 5.0% 3.7% 

493 488 5 1.0% (2.9%) 

458 437 21 4 .8% 2.0% 

452 436 16 3. 7% 0.1% 

472 438 34 7.8% 4.1% 

470 450 20 4.4% (1.0%) 

484 455 29 6.4% 4.0% 

562 509 53 10.4% 2.3% 

700 594 106 17 .8% 9.4% 

6,774 6,256 518 8.3% 2.7% 

' 

Source: Monthly reports supplied to Commission by Central Maine Power 
Company. Percentage changes of residential customers were 
computed by the Commission using these monthly reports. The 
percentage changes of lifeline customers were computed by Central 
Maine Power Colrpnny. 
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APPENDIX TABLE g , 
Comparison of May 1976 Usage of Lifeline 
Participants with Their Usage in May 1975 

Central Maine Power Company 

·····----.. ·-·-. --~-·-
Percentsge decrenee from May, 1975 to Me.y 1976 
in lifeline particip&nta' total b.rh uoag~; 

Total lifeline participants, May 1976 
Note: This figure excludes all master 

metered housing projects. 

Lifeline participants using less kwh in 1976 
than in 1975 

Lifeline participants whose kwh usage increased 
by 25.0% or more from May 1975 to May 1976 

I
PaT,ticipants who increased 25.0¼ or more 

Lifeline participants increasing kwh usage more than 
25.0% vho, before the increase (but not necessarily 
after the increase) used less than 200 kwh per month. 

Lifeline participants increasing kwh usage more 
than 25 .o;, who, both before and after the increase, 
used less than 200 kwh per month. 

(2.9%) 

1,153 

530 

196 

150 

112 

Percent of total 
Participants 

46.0% 

17.0% 

76.5% 

57.1% 

Source: Perc~ntcge decroati~ in lifclina kwh uoag~ ~upplied by Central Mains 
Power Compnny, which &xclude&a all tll.:lutor metered housing projecto. 
All other Jnta WM dorived by Cor.:::1bcicn fro:n computer printout of 
change3 in lifeline participanta' uaage from May, 1975 to May, 1976, 
supplied by the Company. 

' 
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APPENDIX TABLE 9 

Percentage of Electricity Consumed 
Bv Lifeline Participants at Usage 
L~vels of Less than 500 KWH Per Month 

Central Maine Power Cornpan_y_ 

Percentage cons~~ed 
KWH usage KWH at at usage leYel of 

Report of lifeline lifeline less than 500 KWH 
Month customers rates 

January 1976 279,796 266,109 

February 19 76 322,841 307,060 

March 1976 305,292 293,280 

April 1976 386,682 376,203 

May 1976 359,064 352,697 

June 1976 285,979 281,873 

July 19 76 278,847 275,513 

August 1976 287,889 284,120 

September 1976 296,402 285,517 

October 1976 310,800 305,472 

November 1976 332,308 323,095 

December 19 76 388,302 370,682 

TOTAL 3,834,202 3,721,621 

Source: The first column is from Central Maine Power Company's 
monthly reports. The second column was derived from 
the Company's monthly computations of its surcharges. 
The thixd column was computed by the Commission. 

per month 

95.1% 

95.1% 

96.1'.: 

97 .3% 

98.2% 

9 8. 6% 

98.8% 

98. 7% 

96.3% 

98.3% 

97.2% 

95.5% 

97 .1% 
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APPENDIX TABLE 10 

Monthly Lifeline KWH As A Percentage 
of Total KWH in Lifeline Demonstration 

Municipalities 

Central Maine Power Company 

KWH Usage of KWH Surcharged 
Lifeline Custo- During Month in Total Supplied 

% KWH Usage 
of Lifeline Cus-

mers (incl. usage Portland and in Portland tomers to Total 
Month over 500 KWH) Rockland and Rockland Usage 

February 1976 322,841 85,410,000 85,732,841 .38% 

March 1976 305,292 48,557,000 48,862,292 .62 

April 1976 386,682 39,117,000 39,503,682 .98 

May 1976 359,064 36,922,000 37,281,064 .96 

June 1976 285,979 35,829,000 36,114,979 .79 ly 1976 278l847 36,321,000 36,599,847 .76 

ust 1976 287,889 36,796,000 37,083,889 • 78 

September 1976 296,402 37,550,000 37,846,402 .78 

October 1976 310,800 37,074,000 37,384,800 .83 

November 1976 332,308 40,112,000 40,444,308 .82 

December 1976 388,302 42,137,000 42,525,302 .91 

TOTALS 3,554,406 475,825,000 479,379,406 .74% 

Source: Figures on lifeline customers' usage and the K~1I surcharged were supplied 
by Central Maine Po~er Company. The remaining figures were computed by 
the Commission. 

' 
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AFPENDIX TABLE 11 

Comparison of Changes in Average 
Yearly KWH Usage of Regular Resi
dential Customers and Lifeline 
Customers From 1975 to 1976 

Bangor Hydro-Electric Company 

Lifeline customers 

Residential customers 

1975 

426 

434 

464 

402 

1976 

437 

462 

490 

435 

Bangor District 

Ellsworth District 

Percent Increase 

2. 6i. 

6.5 

5.6 

8.2 

Source: Lifeline customers' increase figure comes from Lifeline hearing, 
February 17, 1977 (Transcript, p. 2). The remaining figures 
were derived from the Company's December 1976 monthly statement 
supplied to the Commission. 
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, APPENDIX TABLE 12 

I 

Comparisons of Increases in Average 
Monthly KWH Usage of Regular Residential 
Customers With Lifeline Customers: May 
1975 and May 1976 Bimonthly Billings 

Maine Public Service Company 

Average monthly KWH use of residential customers: 

1975 1976 Percent Difference 

February 591 627 6.1% 
March 547 586 7.1 
April 524 549 4.8 
May 479 486 1.5 

Increase in lifeline participants' usage: May bimonthly billings 

Total KWH 

1975 

184,825 

1976 

189,818 

Percent Difference 

2. 7% 

Note: An approximate weighted computation can be made, based on the following 
premises. There is a 5-day gap between when the company reads meters 
and sends out bills. Therefore, May bimonthly billings include almost 
all April KWH usage by customers. Two thirds the March KWH usage and 
one third the May KWH usage will be in May billings. This is because 
say a May 20 bill will be for usage from March 15 to May 15. Some 
early May billings will also include a few days of February. The 
following computation can be made: 

February (5/28 - 5/29) 
March (21/31) 
April (25/30) 
May (11/31) 

Weighted Total 
Resident L1l % Difference 
Lifeline i. Difference 

1975 1976 

106 
371 
437 
170 

1,084 

108 
397 
457 
172 

1,134 
4.6% 
2.7% 

'Sources: The averdge residential KWH u.-;ages for 1975 and 1976 are from the 
Company's regular monthly reports to the Commission. The lifeline 
custo!"'.1ers' us?.ges in M:iy 1975 were compiled for the Commission by 
the Company. The May 1976 lifeline usages were compiled by the 
C0mmiRsion from the Company's monthly computer printout on lifeline 
participants' usage. 
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APPZNDIX TARI£ 13 

Monthly Savings of 
Lifeline Participants 

Bill for 300 Bill for 500 
kwh Monthly kwh Monthly 

Usage Usage 
Residential Residential 
Minus Life- % Minus Life-

Participating Utility Amount line Rate Saving Amount line Rate 

REGULAR RESIDENTIAL RATES: 

Central Maine Power 
Rates to October 21, 1976 $13.38 $3.93 29.4% $18.61 $2.86 
Rates on and after 

October 21, 1976 14.19 4.74 33.4 19. 75 4.00 

Bangor Hydro Electric 
Rates to November 12, 1976 13.62 4.17 30.6 20.01 4.26 

lates on and after 
November 12, 1976 14.47 5.02 34.7 20.96 5.21 

~ine Public Service 
Rates to November 1, 1976 16.99 7.54 44. lf 24.26 8.51 
Rates on and after 

November 1, 1976 16.92 7.47 44.1 24.83 9.08 

LIFELrnE RATES: $ 9.45 $15.75 

NOTE: The above figures show bills, including the sales tax and an average fuel 
adjustment charge, for regular residential and lifeline services during 
the lifeline program. Each electric utility has two rates listed, since 
each utility obtained a rate increase during the program. A separate 
average fuel adjustment charge has been computed for the utilities' old 
and new rates. 

Source: These statistics were compiled by the Commisslon, using the electric 
utilities' residential rate schedules on file at the Connnission. 

' 

% 
Saving 

15 .47. 

20.3 

21. 3 

24.9 

35.1 

36.6 
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APPENDIX TABLE 14 , 
Annual Savings of Lifeline Participants 

Utility 

CENTRAL HAINE POvIBR 
iates to 10/21/76 

Portland 
Rockland 

Rates after 10/21/76 
Portland 
Rockland 

BANGOR HYDRO-ELECTRIC 
Rates to 11/12/76 

Bangor 
Ellsworth 

Is after 
ngor 
lsworth 

11/12/76 

MAINE PUBLIC SERVICE 
Rates to 11/1/76 

Caribou 
Fort Kent 

Rates after 11/1/76 
Caribou 
Fort Kent 

Participant's 
Average Income 

Per Week 

$61.48 
58.86 

61.48 
58.86 

56.63 
61.53 

56.63 
61.53 

50.90 
47.75 

50.90 
47.75 

Yearly Saving Due 
to Lifeline at 
Usage Levels of 
300 kwh/mo 500 kwh/mo 

$47. O'• 
47.04 

57.24 
57.24 

50.04 
50.04 

60.24 
60.24 

90.48 
90.48 

89.64 
89.64 

$34.08 
34.08 

48.60 
48.60 

51. 12 
51. 12 

62. 52 
62.52 

102.12 
102.12 

108.96 
108.96 

Yearly Saving Equals 
No. of Weeks Income 
at Usage Levels of 
300 kwh/mo 500 kwh/mo 

. 77 wk 

.80 wk 

.93 wk 
.97 wk 

.88 wk 

.81 wk 

1.06 wk 
.98 wk 

1. 78 wk 
1. 89 wk 

1. 76 wk 
1.88 wk 

.55 wk 

.58 wk 

.79 wk 

.83 wk 

.90 wk 

.83 wk 

1.10 wk 
1. 02 wk 

2.01 wk 
2 .14 wk 

2. 14 wk 
2.28 wk 

Source: 

' 
These statistics were compiled by the outreach agencies (first column) 
and by the Commission and the Division of Community Services, using 
the data from the outreach agencies and the electric utilities' rate 
schedules on file at the Commission. (remaining columns) 
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APPENDIX TABLE 15 

Survey of Actual Monthly 
Savings of Lifeline Customers 

for February 1976 

cmT1lAL MAINE POWER COMPANY (Monthly Billing) 

AT LIFELINE RAIES (Rate Actually Billed) 

Total 
Kwh Fuel Charge before 

~ Base Rate (only if Kwh over 500) 18 ~ 

154 $4.62 $4.62 $ .24 
300 9.00 9.00 .45 
497 14.91 14.91 .75 

1007 25.94 $1.88 27.82 1.40 

J(J: REGULAR RESIDENIIAL R.AIES 

KWH Total 
Used !iase Rate Fuel Olarge before To.it ~ 

154 $ 7. 71 $ .57 $8.28 $ .42 
300 11.75 1.11 12.86 .65 
497 16.01 1.84 17.85 .90 

1007 27 .01 J.73 30. 74 1.54 

DIFFERENCE 
Kwli Total Total 
Used Rase Rate 'Fuel Charge before Tax ~ Saving 

154 $3.09 $ .57 $3.66 $.18 $3.84 
300 2. 75 1.11 3.86 .20 4.06 
497 1.10 1.84 2,94 .15 3.09 

1007 1.07 l .85 2.92 .14 3,06 

l\.ANGOR HYDRO-!l.P'.CTUC OJHPANY 
···- -··-. . . -~ --- - -~ 

{Bimonthly Billing) 

KW KWH. Lifeline Regular 

~ 

$4.86 
9.45 

B.66 
29 .22 

~ 

$8. 70 
13.51 
18. 75 
32.28 

% Saved 

44.1% 
30 .1% 
16.5% 

9.5% 

Used Used· Rates Rates Difference Difference % 
1 month 2 months 2 months 2 U10Gths 2 months l month ~ 

151.5 303 $9.09 $17 .oo $7.91 $3.96 46.5% 
299 598 17.~'4 26.00 8.06 4.03 31.0:?: 
491 982 29.~6 37 .81 8.35 4 .18 22.1% 
770.5 1541 !ll, 5-'♦ .. U .. J..11 8.36 4,18 19.4:t 

1171 2342 62.~ 71.0$ 8.36 4.18 13.3% 
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, APPENDIX TABLE 15 (Continued) 

MAIN! Pml.IC SERVICE COMPANY {Bimonthll Bil!ins2_ 

Dra KW Lifeline Regular 
Used Used Rates Rates Difference Difference 

CustO!ller 1 month 2 months 2 months 2 11:onthe 2 months l ironth 

A 
B 
C 
D 
E 

lrces: 

' 

148 296 $ 8.88 $ 17. 76 $ 8.88 $ 4.44 
X>0.5 601 18.03 35.93 17.90 8.95 
489 978 29 .34 51.21 21.87 10.94 
993.5 1987 67 .01 87.91 20 .90 10.45 

2200 4400 157.51 178 .40 20 .89 10 .45 

February 1976 ~omputer printout by Central Maine Power Company 
detailing each individual Lifeline participant's electrical use. 
11A11

, 
11 B", 11 C" and "D" are actual lifeline participants. The only 

figures computed by the Commission are the% saved figures. 
Bangor Hydro-Electric Company and Maine Public Service Company 
figures were compiled by the Commission from computer printouts 
which detailed (though not to the extent of Central Maine Power's 
printouts) each individual lifeline participant's electrical use. 
"A", "B", "C", "D" and "E" are actual lifeline particip?nts. 

% 
Saved 

.50 .o,:; 
49.8% 
42. 71 
23.8% 
11. 7% 
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September 1976 

October 1976 

November 1976 
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TOTALS 
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APPENDIX TABLE 16 

Comparison of Total Monthly Bills at Lifeline 
Rates with What Those Bills Would Have Been 
At Residential Rates 

Central Maine Power Company 

What Total 
Total Monthly Monthly Billings 
Billings At Would Have Been At 
Lifeline Rates Residential Rates 
(incl. sales tax) (incl. seles tax) Difference 

$ 8,516 $ 11,699 $ 3,183 

9,882 13,823 3,941 

9,478 14,135 4,657 

11,972 18,686 6,714 

11,123 17,670 6,547 

a.901 13,509 4,602 

8,674 12,851 4,177 

8,941 13,058 4,117 

9,040 13,087 4,047 

9,662 14,689 5,027 

10,344 16,536 6,192 

11,989 18,002 6,013 

.$118,528 $177,745 

Sources: Monthly computer printouts supplied to Co:rmission by Central 
Maine Power Company. Differences, percentages and totals 
co,-:iputed by CoU1JUisEion. 

Lifeline Rate 
as a percenta 
of Residentia 
Rates 

72. 87. 

71.5 

6 7 .-1 

64.l 

62.9 

65.9 

67.S 

68.5 

69.1 

65.8 

62.6 

66.6 

66. 7% 
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APPENDIX TABLE 17 

Total Lifeline Surcharges Billed 
By Electric Utilities 

Utility 

Central Maine Power 

Bangor Hydro-Electric 

Maine Public Service 

TOTAL SURCHARGES 

Ainount 

$56,743.93 

22,184.00 

32,263.00 

$111,190.93 

Sources: Central Maine Power Company, oral communication to Commission; 
Bangor Hydro-Electric, Lifel:f.ne hearing, February 17, 1977 
(Transcrjpt, p. 2); Maine Public Servi-Ce, Lifeline hearing, 
February 17, 1977 (Transcript, p. 39). 
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February 1976 

March 1976 

April 1976 

May 1976 

June 1976 

July 1976 

A;igust 1976 
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APPENDIX TABLE 18 

Montliy Lifeline Surcharges in Demonstration 
Municipalities of Participating Utilities 

(Dollars per kilowatt hour) 

Central Maine Bangor Hydro 
Power Electric 

.000035 .000083 

.000109 . 000119 

.000138 .000074 

.000174 .000138 

.000185 .000111 

.000115 . 000123 

.000109 .000127 

September 1976 .000101 .000127 

October 1976 .000102 . 000110 

November 1976 .000120 .000118 

December 1976 .000143 . 000119 

January 1977 .000124 .000079 

February 1977 .000102 

The following examples show how the surcharge worked: 

Maine Public 
Service 

.00034 

.00077 

.00037 

.00092 

.00026 

.00063 

.00015 

.00060 

.00005 

.00043 

.00074 

(.00036) 

A customer in Portland with a bill for 500 kwh in November 1976 would 
have paid a surcharge of 6 cents. 

A customer in Bangor with a bill for 1500 kwh in May 1976 would have 
paid a surcharge of 21 cents. 

A customer in Caribou with a bill for 1000 kwh in January 1977 would 
have paid a surcharge of 74 cents. 

Source: The electric utilities reported their surcharges each month to the 
Commission. This table is compiled from these reports. 
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APPENDIX TABLE 19 

Monthly Administrative Costs 
of Lifeline Prog!_a_m __ _ 

Central Maine Power Company 

Payroll Cost 
Rate Dept. 
Accounting Dept. 
Rockland District 
Portland District 
Legal Dept. 
Data Processing Dept. 
Customer Service Dept. 

Total Payroll 

Expenses 
Personal Expenses I Computer Time 

Total Expenses 

TOTAL COSTS 

Payroll Cost 
Rate Dept. 
Accounting Dept. 
Rockland District 
Portland District 
Legal Dept. 
Data Processing Dept. 
Customer Service Dep~. 

Total Payroll 

Expenses 
Personal Expenses 
Computer Time 

' Total Expenses 

TOTAL COSTS 

$ 

November 
1975 

375.11 
1,008.73 

100.93 
241.11 
295 .11 

4,192.02 
389.31 

6,602.32 

84.97 
4z072.41 
4,157.38 

$10,759.70 

March 
1976 

$ 
26.84 
84. 72 
73.06 

302.19 
452.04 

98.88 
1,037.73 

621. 72 
621. 72 

$lt659.45 

$ 

December 
. 1975 

llJ.'93 
420.58 
56.10 

547.82 
98.37 

2,005.01 
536.52 

3,778.33 

1.50 
2,474.57 
2,476.07 

$6,254.40 

April 
1976 

$ 
29.24 
95.76 
77.41 

315.69 

61.47 
579.57 

347.70 
347.70 

$927.27 

$ 

$ 

January 
1976 

195.60 
104.70 
560.48 

1,523.77 
368.20 

2,752.75 

7.56 
lz521.90 
1,529.46 

$4,282.21 

May 
1976 

41.19 
81.46 
76.20 

159.97 

32.83 
391.65 

347.70 ---
347. 70 

$739.35 

$ 

February 
1976 

194.15 
185.01 

64.02 
395.73 

684.80 
275.28 

1,798.99 

320.40 
320 .40 

$2,119.39 

June 
1976 

$ 
18.14 
81.04 

107.17 
76. 77 

237.65 -----
520. 77 

347.70 
3/~7.70 

$868.47 

I 
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APPENDIX TABLE 19 (Continued) 

Payroll Cost 
Rate Dept. 
Accounting Dept. 
Rockland District 
Portland District 
Legal Dept. 
Data Processing Dept. 
Customer Service Dept. 

Total Payroll 

Expenses 
Personal Expenses 
Computer Time 

Total Expenses 

TOTAL COSTS 

Payroll Cost 
Rate Dept. 
Accounting Dept. 
Rockland District 
Portland District 
Legal Dept. 
Data Processing Dept. 
Customer Service Dept. 

Total Payroll 

Expenses 
Personal Expenses 
Computer Time 

Total Expenses 

TOTAL COSTS 

July 
1976 

$ 21.83 
90.90 
90.19 
39.12 

206.76 
448.80 

41.89 
347.70 
389.59 

$838.39 

October 
1976 

$ 21.43 
62.55 
81.51 
20.29 

75.71 
261. 49 

347.70 
347. 70 

$609.19 

$ 

August 
1976 

22.19 
87.06 
82.61 
39.12 

29. 76 
260.74 

347.70 
347.70 

$608.44 

November 
1976 

$100.50 
73.26 
62.38 
19.09 

255.23 

347. 70 
34f:70 

$602.91_ 

September 

$ 

1976 

21.43 
65.73 
78.04 
16. 90 

42.35 
224.45 

34 7. 70 
347.70 

$572.15 

December 
1976 

$ 57.28 
10/4,57 
91. 17 
16.76 

39.41 
309.19 

347.70 
347.70 

$656.89 

Source: These statistics were supplied monthly by Central Maine Power. 
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APPENDIX TABLE 20 

Monthly Administrative Costs 
of Lifeline Program 

Ban,.or Hydro-Electric Compat!Y_ 

November December January February 
1975 1975 1976 1976 

Payroll Cost 
Accountini Dept. $ 533.78 $533.78 $656.30 $563.74 
Customer Acct., iir.tE. 52.83 55.37 9.14 
Cor.iputer Dept. 22795.91 

Total Payroll 3,329.69 586.61 711.67 572.88 

Expenses 
Computer Machine 541.00 
Computer Supplies 47.00 
Legal Cost 622.50 

Total Expense.s 1,210.50 

TOTAL COSTS $4,540.19 $586.61 $711.67 $572.88 

March April May June* 
1976 1976 1976 1976 

Payroll Cost 
Accounting Dept. $146.29 $156.62 $212.43 $131. 39 
Customer Acct., Bgr.&E. 55.10 55.10 55.10 10.16 
Computer Dept. 20.32 20.32 20.32 20.32 

Total Payroll 221. 71 232.04 287.85 161.87 

Expenses 
CoF.1puter Xachine 
Computer Supplies 
Legal Cost 

Total Expenses 

TOTAL COSTS $Ql. 71 $232.04 $?:_f}__? .85 $_!_61.87 

* The expenses during each month from June 1976 through March 1977 were 
identical. 

Source: These statistics were supplied monthly by Bangor Hydro-Electric. 
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APPENDIX TABLE 21 

Monthly Administrative Costs 
of Lifeline Program 

Maine Public Service Co~pany 

Payroll Costs 
Caribou District 
Fort Kent District 
Gen. and Mach. Acct. 

Total Payroll 

Expenses 
Consulting Serv. 
Legal Serv. 
Forms & Processing Cards 
liiscella-:1eous 

Total Expenses 

TOTAL COSTS 

Payroll Costs 
Caribou Di~,trict 
Fort Kent District 
Gen. and Hach. Ace t. 

Total Payroll 

Expenses 
Consulting Serv. 
Legal Serv. 
Forms & Processing Cards 
Miscellaneous 

Total Expenses 

TOTAL COSTS 

November 
1975 

$ -
267 
267 

63 
63 

$330 

March 
1976 

$154 
139 
425 
718 

22 

22 

December 
1975 

$ 56 
35 

274 
365 

555 

555 

$920 

April 
1976 

$171 
155 
392 
718 

18 

18 

$736 

January 
1976 

$278 
87 

102 
467 

2 

2 

$L169 

May 
1976 

$116 
20 

543 
679 

23 

. 23 

$702 

February 
1976 

$ 225 
192 

76 
493 

2, 740 

5 
11 

2,756 

$3,242 

June 
1976 

$ 75 
21 

253 
349 

24 
18 

42 
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APPENDIX TABLE 21 (Continued) 

July August September October 
1976 1976 . 1976 1976 

Payroll Costs 
Caribou District $ 47 $ 16 $ 14 $ 14 
Fort Kent District 21 20 21 13 
Gen. and Mach. Acct. 342 272 316 365 

Total Payroll 410 308 351 392 

Expenses 
Consulting Sen,. 

· Legal Serv. 32 
Forms & Processing Cards 18 
Miscellaneous - 23 18 ·--Total .Expenses . 18 23 50 

TOTAL COSTS $410 $326 $374 $442 

November December January February 
1976 1976 1977 1977 

(last month) 
Payroll Costs 

Caribou Diatrict $ 11 $ 3 $ 4 $ 2 
Fort Kent District 14 1 3 3 
Gen. and Mach. Acct. 201 181 181 98 

Total Payroll 226 185 188 103 

Expenses 
Consulting Serv. 
Legal Serv. 32 
Forms & Processing Cards 20 15 3 
Miscellaneous .23 

Total Expenses 23 52 15 -3 

TOTAL COSTS $249 $237 $203. $106 

Source: These statistics were supplied monthly by Maine Public Service. 

I 
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APPENDIX TABLE 22 

Electric Utility Administrative Costs 
Per Lifeline Applicant 

INITIAL ADMINISTRATIVE COSTS RELATED TO ESTABLISHMENT OF PROGRAM, 
THROUGH FEBRUARY 29, 1976 

Central'Maine Power Company 

Administrative Costs through 2/29/76 
Number of applicants processed through 2/29/76 

Cost per applicant 

Bangor Hydro-Electric Companl 

Administrative costs through 2/29/76 
Number of applicants processed through 2/29/76 

Cost per applicant 

Maine Public Service Company 

Administrative costs through 2/29/76 
Number of applicants processed through 2/29/76 

Cost per applicant 

$23,IJ15. 70 
1,211 

$19.34 

$6,411.35 
557 

$11. 51 

$4,968.00 
420 

$11. 83 

II. ONGOING ADMINISTRATIVE COSTS DURING REMAINDER OF PROGRAM, 
MARCH 1, 19 7 6 TO END OF PROGRAM 

Central Maine Power Company 

Total Administrative costs 3/1/76 - 12/31/76 (10 months) 
Final number of active participants 

Cost per participant per month 

Bangor Hydro-Electric Companl 

Total Administrative costs, 3/1/76 - 3/31/77 (13 months) 
Final number of active participants 

Cost per participant per month 

Maine Public Service Company 

Total Administrative costs, 3/1/76 - 2/28/77 (12 months) 
Final number of active participants 

Cost per participant per month 

$8,082.53 
1,517 

$ .53 

$2,360.30. 
638 

$.28 

$4,916.00 
464 

$.88 

Source: Based on data supplied to the Commission by the participating 
utiliti2s. 
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APPENDIX TABLE 23 

Administrative Costs of Establishing Lifeline 
Program Incurred by Public Utiliti.es Connnission, 
Division of Community Services and Outreach 
Agencies 

Outreach Agencies* 

Division of Community Services** 

Public Utilities Con:nnission(estimate)*** 

Original Number of Applicants to 2/29/76 

Cost Per Applicant 

Final Number of Applicants 

$11,185.19 

5,036.01 

3,500.00 

$19,721.20 

2,188 

$9.01 

2,619 

If startup costs are spread over 12 month life of program: monthly cost 
of program per applicant: 63 cents. 

* See Appendix Table 25. 

** Division of Community Services, to February 29, 1976 

Salaries 
Printing 
Travel 

$3,911.60 
826.44 
297.97 

$5,036.01 

*** No study of the Commission's costs have been made. The cost can, 
however, be broadly estimated. A reasonable figure would be about 
$3,500. This figure represents employee time expended. 
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APPENDIX TABLE 24 

Costs Incurred by Individual Outreach 
Agencies in Establishing Lifeline 
Program, Through February 29, 1976 

Portland: 
Cumberland-York Senior Citizens Council 

Salaries 
Travel 
Postage 
Telephone 
Office Supplies 

Portland Total 

Rockland: 
Hid-Coast Human Resources 

Rockland Total 

Bangor: 
Penquis C.A.P. 2 Inc. 

Salaries 
Travel 
Postage 
Supplies 

Total 

Senior Citizens Task Force 

Salaries 
Travel 
Postage 
Supplks 

Total 

Bangor Tenants Lnic.'n 

S~laries 

Supplies 
Total 

Bangor Total 

$3,266.00 
91.30 
56.71 

100.00 
20.96 

$3,534.97 

$2,780.00 

$600.00 
99.75 
21.44 
31.44 

$752.63 

$525.00 
97.20 
37.81 
56.00 

$716.01 

$220.00 
48.00 
20.00 

$288.00 

$1,756.64 

394 



' 

-12,~.: 

APPENDIX TABLE 24 (Continued) 

Ellsworth: 
Washington-Hancock Community Agency 

Salaries 
. Travel 
Telephone 
Postage 
Supplies 
Volunteers' Time 

Ellsworth Total 

Caribou and Fort Kent: 

$432.00 
72.00 
31.00 
45.00 
26.00 

132.00 
$738.00 

Aroostook Regional Task Force'of Older Citizens 

Aroostook Community Action Project 

Aroostook 

Caribou 

Salaries 
Travel 

Total 

Regional 

Salaries 
Travel 
Postage 
Supplies 

Total 

and Fort 

Task 

Kent 

$515.10 
51.68 

$566.78 

Force of Older 

$1,530.40 
259.25 

12.85 
6.30 

$1,808.80 

Citizens 

Total $2,375.58 
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APPENDIX TABLE 25 

Slllilrnary of Outreach Agencies' 
Administrative Costs Through 

February 2~_1_9_7_6 ___ _ 

Number of 
Applicants 

Total Cost Thru 2/29/76 

$ 3,534.97 945 

2,780.00 266 

1,756.64 423 

738.00 134 

2,375.58 420 

$11,185.19 2,188 

Establishment 
Cost Per 

_,ip_p 1i cant 

$ 3.74 

10.45 

4 .15 

5.51 

5.66 

----

$ 5. 11 

Source: Each outreach agency supplied the Commission with information 
concerning its adnlnistrative costs. 
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APPENDIX TABLE 26 

Comparison of Central Maine Power's Regular 
Residential Rate, Lifeline Demonstration 
Program Rate, and Central Haine Power's 
Proposed Alternative Lifeli_n_e_R_a_t_e'----___ _ 

(Excludes Fuel Adjustment) 

Lifeline 

Regular Demonstration 
Rate** Residential Rate* Program 

$ 3.00 $ 
6.21 3.00 
8.98 6.00 

11. 75 9.00 
13.91 12.00 
16.07 15.00 
18.23 17.16 

20.39 19.32 
22.55 21. 48 
24. 71 23.64 

CMP Proposed 
Lifeline 

Rate*** -------
$ 

3.00 
6.00 
9.00 

12.00 
15.00 
17.37 
19.75 
22.12 
24.60 
26.87 

1,000 26.87 25.80 
35.65 36. 72 

1,500 36.72 
2,000 46.57 45.50 46.57 

* See rate schedule shown in Appendix Table:4. 

** Lifeline rate of 3 cent/KWH for first 500 KWH, regular residential 
rates above 500 KWH.· 

*** Lifeline rate of 3 cent/KWH for first 500 KWH, 2.374 cents for next 
500 KWH and 1.97 cents for all Kw1l in excess of 1,000 KWH. 

Source: Letter from Mr. Anderson of Central Maine Power to Commission 
dated October 22, 1975. 

;}. 
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