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BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

In the Matter of the Application of )
PACIFICORP for an Increase in its Rates and ) Dobl@t01-035-01
Charges. )

. QUALIFICATIONS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Charles E. Johnson. My business adds21338 Foothill Blvd.,

Suite 261, Salt Lake City, Utah.

PLEASE OUTLINE YOUR EDUCATIONAL BACKGROUND.

| hold a combined B.S. Degree in Chemistry andsiisyfrom the University of

Utah, an M.S. in Mathematics from the Universitwdisconsin and a Ph.D. in

Mathematics from the Ohio State University.

HOW HAVE YOU BEEN EMPLOYED SINCE RECEIVING YOUR

DEGREES?

After completing my graduate education, | wadrastructor of Mathematics at

Kansas State University in Manhattan, and an Amsid®rofessor of Mathematics at

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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Wichita State University. In 1974, | left the aeatlc environment and was employed by
Control Data Corporation as a manager responsiblmathematical modeling. In 1977,

| joined an economic consulting firm addressingrégulation of public utilities. Since
that time, | have worked on utility-related issuesying founded a firm consulting in
utility matters and having been a principal in d@otfirm. | am now an independent

utility consultant.

HAVE YOU TESTIFIED PREVIOUSLY IN REGULATORY PROEDINGS?

Yes. | have testified as an expert witness leefegulatory commissions in 20
jurisdictions, including before this Commissionto&edings have involved the
regulation of electric and gas utilities, telepha@oenpanies and insurance carriers. | have
testified frequently in the areas of cost of sex\studies and rate design, and have also

addressed depreciation and financial issues.

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY IN Tt

PROCEEDING?

| am testifying in Docket No. 01-035-01 before thtah Public Service
Commission (PSC or The Commission) on behalf ofSak Lake Community Action

Program, Crossroads Urban Center and Utah Legisl§ltiatch, referred to as Utah

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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Ratepayers Alliance. | have reviewed the filingl ather materials of PacifiCorp (UP&L

or the Company).

WOULD YOU PLEASE DESCRIBE SOME OF YOUR PROFESSIQN
ACTIVITIES?

| have provided assistance to numerous entitieslved in business and
economic rate regulation. Much of this work haerba public utility regulation on
behalf of state regulatory agencies or other pulthorities, such as state attorneys
general and federal agencies. | developed a s#rgsminars on cost of service and rate
design and have provided training on these issu€oimmission Staff in Kansas,
Minnesota, Maryland and New Hampshire. These sammicovered both embedded and
marginal cost-of-service studies and developmertabus types of rate forms. |
developed a Utility Planning and Management Maforalise by federal government
facilities for the planning, acquisition and managat of utility services. | have also
provided assistance to independent consumer gangbave assisted a number of
industrial enterprises and government facilitiesxamining their operations in light of
their tariff options and the potential for alteringage patterns or installing cogenerating
facilities. Recent work has included the deterriamaof appropriate depreciation rates
for regulated utilities. | have also developed presented a seminar on capital recovery

to publicly-owned utilities in the Caribbean.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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| am a member of the Society for Depreciation Pssifanals and have met the
requirements of that organization to be a Certibegreciation Professional, The
Institute of Electrical and Electronics Enginee¢ng Washington Operations Research
and Management Sciences Council, the Washingt@adfidate of the Operations

Research Society of America and the Institute fankement Sciences.
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Il. PURPOSE AND SUMMARY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

| will address several topics in my testimony.

First, | will show that the costs of serving lowecome customers is less than the
cost of serving other residential customers. Rat teason, | will ask that the
Commission issue a finding that low-cost custonhenge a lower cost to serve than other

residential customers and that a lower rate forileome customers is cost-justifiable.

Second, | will address an issue in the Commissi@ntier in Docket No. 99-035-
10, in which the Commission directed PacifiCorp taotollect nor spend more than
$1.85 million for the HELP tariff. The Company dg®ed the tariff to collect the $1.85
million based on the test year number of customérhere is growth in Utah, the $1.85
million would be collected in the period just shofta year. This means that PacifiCorp
must adjust the recovery charge days before thektiek year. | ask that the
Commission change its directive and not constrailection and spending to $1.85

million.

Third, | support the Company’s concept of introahgcan inverted residential rate

to serve as a mechanism to better price enerdy atarginal cost. However, | propose

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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the use of three inverted blocks, rather than tiMois provides a better incentive to
reduce consumption at several levels of usagacphkatly at high usage levels. In
conjunction with this additional incentive for largsers of electricity, | propose
shortening the peak period in the Company’s residieime-of-day rate to the highest-
cost times. This would make the time-of-day optaore appropriate for the current
costs faced by the Company and might make it mgpealing to large residential

customers.

Fourth, | propose that most Schedule 6 and Sché&lalstomers that currently
have metering capable of providing time-of-day metebe billed on time of day
charges. These rates would provide a financianhee for large users of electricity to
reduce their loads at peak cost periods. As wasdle with the residential time-of-day
rate, the peak periods for the existing time-of-dpgfons extend too long, from 7 a.m. to
11 p.m. This period should also be reduced tdifleest-cost hours and the rate should

be mandatory for the largest customers.

Lastly, | propose that the special contracts edter® between PacifiCorp and
any customer include provisions that allow for aogencies such as the recent price
changes. In the past, this has been a one-sidmtgament, with customers being

allowed to renegotiate the contract if circumstariee to higher costs under the contract

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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than the tariff rates, but with special contractomers insisting that the Commission

had no authority to increase rates if costs in@@ésr everyone else.
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I11. COST OF SERVING LOW-INCOME CUSTOMERS

Q. DO LOW INCOME CUSTOMERS COST AS MUCH TO SERVE R&HHER

RESIDENTIAL CUSTOMERS?

A. No. There are several steps in reasoning tlvaihaome customers cost less to

serve than other residential customers. | wiltdss each of the following steps in
greater detail below.
1. Low-income customers consume less electribiy tother residential customers.
2. Low-income customers contribute less to thé& gesmand per customer than
other residential customers.
3. Low-income customers even contribute lesseqtak demand per kwWh than

other residential customers, i.e., they have adritghad factor.

Q. DO LOW-INCOME RESIDENTIAL CUSTOMERS CONSUME AS MIH

ELECTRICITY AS OTHER RESIDENTIAL CUSTOMERS?

A. No. The electric consumption of low-income resital customers is less in

every month than the electric consumption of othsidential customers. On average,
low-income residential customers’ consumption isuald1 percent less than other
residential customers and in the peak summer nafmuigust, their consumption is 25

percent less. Page 1 of Exhibit__ (CEJ-1) contaitable comparing the consumption

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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of the two groups and page 2 of that exhibit isah comparing the consumption. This
is based on PacifiCorp’s response to Utah Ratepadléance question number 6 of its
first data request, in which nearly 10,000 low-imeoresidential customer loads were
compared with all other residential customer lo@ggproximately 570,000 customers).
These 10,000 customers were identified by PacifiGarrecipients of some form of

energy assistance, primarily through the HEAT paayr

ARE THESE 10,000 CUSTOMERS ALL OF THE LOW-INCOME

CUSTOMERS IN PACIFICORP’S SERVICE TERRITORY?

No. We estimated that approximately 20,000 ansts would sign up for the
HELP low-income lifeline rate and nearly than méiag signed up. At the time we
proposed the HELP program, we estimated that ar60r@D0 customers in Utah were
eligible for the HEAT program, which is availabtehouseholds at or below 125 percent
of the federal poverty level. Not all of these selnolds are in Utah Power’s service
territory and not all households that are eligdt¢ually apply for the HEAT program.
Lastly, some households that receive HEAT assistapply the full benefit to their

natural gas bill and wouldn’t appear on the PadaiffLlist.

Thus, the comparison of the 10,000 low-income custs with the 570,000 other

residential customers does not separate Pacifi€ogsidential customers into groups of

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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low-income and other, because the 570,000 incld@¢300 to 50,000 low-income
customers. However, we do know that the 10,00@ousrs identified are low-income
and that their usage is lower than the remainiogof customers. It seems reasonable
to assume that their electric consumption is regdive of all low-income customers,
so that the low-income customers among the 570/@00d have lower usage than the
other households. This would bias the comparisaihat the difference between the two
PacifiCorp groups would be less than the actuétidihce between the group of low-
income customers and the group of actual non-laenme customers. This means that
the 11 percent difference | calculated understiesictual difference between the usage

of low-income customers and non-low-income cust@mer

DO LOW-INCOME CUSTOMERS CONTRIBUTE LESS TO THE

PACIFICORP PEAK THAN NON-LOW-INCOME CUSTOMERS?

Yes. If one assumes that the load shape of tmeme customers is the same as
that of other customers, because the kWh usedvipyrilcome customers is 11 percent
less, the demand would also be less per customtiabgame 11 percent. But there is
another factor that causes the kW of demand pe¢ommes to be even less than the 11
percent. The allocation of generation costs inRaeifiCorp cost-of-service study is
based on 75 percent demand and 25 percent enatdhi@demands used are the average

of the 12 monthly peak demands. The monthly pegkahds that occur in the summer

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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contribute significantly more to the total thanttdle monthly peak demands in other

months.

Low-income customers contribute less to the peaknser consumption than they
do to other months. For example, the August copsiam is 116 percent above the
average monthly consumption for low-income cust@nehile the August consumption
is 138 percent above the average monthly consumfiioother customers. When the
month-by-month calculation of the 12 monthly peakn@dnds is performed assuming the
load shapes are the same for the low-income cussoasefor the other customers on a
month-by-month basis, the calculation of the 12 thiyrpeak demands is less than
simply a reduction in demand equal to the 11 penagiuction in energy. The total 12
monthly peak demands is about 0.7 percent ledsvieincome customers. Admittedly,
the percentage reduction is small, but when usedldoate nearly $2 billion in
production plant, a small percentage change imlibeation can amount to a substantial

amount of dollars.

Q. WHAT IS THE DIFFERENCE BETWEEN THE KW OF PEAK DEAMND PER
KWH OF ENERGY USED BY LOW-INCOME CUSTOMERS COMPARED

TO OTHER RESIDENTIAL CUSTOMERS?

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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The low-income customers use about 527 kWh pempldyear compared to 524
kWh per kW for other residential customers. Agahijle this difference is a small
percentage, it can have a large dollar impact eratlocation of costs. If the entire
residential class’ consumption were like the lowame customers’, the residential class
would be allocated 11 percent less costs basedengyand 11.7 percent less costs
based on the 12 monthly peak demands. This igpkatly significant in these times of
extraordinarily high purchased power costs. Loaeime customers do not impose the

high loads and high costs on the system that oés&lential customers do.

ARE THERE ANY OTHER REASONS THAT LOW-INCOME CUSMERS
IMPOSE LOWER COSTS OF SERVICE THAN OTHER RESIDENTIA

CUSTOMERS DO?

Yes. As noted above, the monthly consumptiolowfincome customers
averages 11 percent below other residential custfoethe year, but is 25 percent
below the residential consumption in the peak summmenth. For the four month period
June-September, the low-income usage is 21 pebedowv other residential usage. Other
than the extraordinary prices in December that atse all expectations, prices in these
summer months greatly exceeded the prices in otlbaths. It doesn’t matter whether
PacifiCorp is buying or selling power, the impanttbe power supply costs is the same.

If PacifiCorp is buying power, a lower level of gumption saves the cost of buying that

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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high-priced power. If PacifiCorp is selling powarlower level of consumption provides
PacifiCorp with additional power to sell, benefigiall other customers. Thus, the
greater difference in consumption between low-ineaustomers and other residential
customers during these high-cost months resultsner costs of serving low-income

customers than other residential customers.

WHAT ACTION DO YOU RECOMMEND THAT THE COMMISSION AKE

BASED ON THIS INFORMATION?

| recommend that the Commission make a findingsr©rder that the cost of
serving low-income customers is lower than the observing other residential

customers.

HAVE YOU QUANTIFIED THIS DIFFERENCE IN COST?

No. I have not quantified with any precision thé&erence in cost of serving low-
income customers versus the cost of serving odsdential customers. An
approximation could be obtained by performing a€leost-of-service study with low-

income customers as a separate class. | havenetslich a study.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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V. THE $1.85 MILLION CAP ON COLLECTING AND SPENDING

ON THE HELP PROGRAM

PLEASE EXPLAIN THE $1.85 MILLION CAP ON COLLECTI® AND

SPENDING ON THE HELP PROGRAM?

In its Order in Docket No. 99-035-10, in whidtetlifeline rate for low-income
customers was approved, the Commission directe@aonepany to neither collect nor
spend more than $1.85 million dollars per yeatlierprogram. The surcharge that was
implemented was designed to recover $1.85 millb@sed on the test year number of
customers. If we have seen growth in the numbeustomers, the surcharge would
recover slightly more than the $1.85 million ifaiere left in place for the full year. There
are several ways that the Company could avoid dolig more than the ceiling. For
example, the Company could project when the ceiligoe met, and cease collecting
the surcharge for those few days of billings inybar to avoid violating the Commission
Order. As we near the end of the year, it is Yikbht PacifiCorp will be approaching that

limit.

There are several objections to imposition of e and little benefit to its
imposition. First, due to a lag in customers bediggmed up for the lifeline rate, the

expected 20,000 customers were not enrolled diggamning of the program. Thus more

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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was collected in the early months than was spéhis surplus funding may amount to
more than a half million dollars. If the colleatiand spending are constrained to be a
maximum of $1.85 million each, this surplus canarewe spent. Next, capping the
collection and spending requires exact predictmmaumbers of recipients and of paying
customers and that some action be taken at prgtiselight time. The means of
imposing the caps was not specified by the Comomnssio the Company would
presumably be able to take whatever action itfettessary to comply. The action it
might take to accomplish the caps could be objeatite to the Commission or to parties

to the proceeding.

If there is growth in the number of customers ialytthe collection of funding
will exceed the cap set by the Commission befoeestid of the year and will necessitate
the Company’s ceasing to collect the surchargedare days at the end of the year. The
problems are that it will lead to confusion on gagt of those customers billed at the end
of the year when the surcharge disappears andeaepthe following month. The
customers on billing cycles at the end of the yeauld always be the same ones that
would pay the surcharge for 11 months, bringing opiestion the fairness of the

surcharge. Finally, it is an additional burdentlom Company that is truly unnecessary.

WHAT ACTION DO YOU PROPOSE THE COMMISSION TAKE?

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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A. | ask that the Commission remove the $1.85 nmilkap on collecting and
spending for the lifeline program and replace the with the direction that the
surcharges be designed to collect $1.85 milliom éest year basis and that the Company
not spend more than has been collected. It wdatdlze necessary for the Company to
notify the parties if the fund were being deplesed an adjustment to the surcharge or

the benefit were necessary.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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V. RESIDENTIAL RATES

Q. DO YOU SUPPORT THE COMPANY’S PROPOSAL TO INITIATAN

INVERTED BLOCK RATE FOR THE RESIDENTIAL CLASS?

A. Yes, but | propose the use of an inverted bl@tk with three blocks rather than

the two proposed by PacifiCorp. Blocked ratesezitleclining or inverted, are

appropriate under certain circumstances.

Q. WHY IS AN INVERTED RATE FOR RESIDENTIAL CUSTOMERS

APPROPRIATE AT THIS TIME?

A. At the current time, the electric power induggyan increasing cost industry. It is

generally accepted that the industry was a dedinost industry at times in the past, but
the costs of providing additional units of outpte aurrently substantially greater than
the average costs of providing electricity by R@ofp’s existing generating plants. With
an inverted block rate, customers that choosedanare electricity will pay more for
those additional kWh than the average price. Guoste can also reduce the cost of their
electricity by reducing the usage in the highecguliblocks. The inverted blocks thus

accomplish two goals -- 1) they encourage cordienv by the residential customers and

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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2) they price the additional usage closer to tre# 0bproducing that additional

electricity.

WHY IS A RATE WITH THREE STEPS MORE APPROPRIATHAN THE

TWO-STEP RATE PROPOSED BY THE COMPANY?

The two-step inverted block rate designed byGbenpany has its breakpoint at
400 kWh per month. This is substantially below @kerage usage of residential
customers. By setting the first 400 kWh at a lopréce than the remaining kWh, this
rate enables the Company to set the price foratmaining kWh at a higher level,
reflecting the higher current price of electrictiyd to some extent, satisfying the two
goals mentioned above. It should be noted thatshime reasoning justifies keeping the

residential customer charge at its current low. rate

The problem with the rate proposed by the Compaitwaofold. First, the
difference in the price between the two blocksasgreat enough and second, the break
in the blocks is set at too low a level. The Conymproposed price difference between
the two blocks is less than a penny, only $0.00483/&«Wh. This is only about a 10
percent difference in price and will not have disigintly large effect on customer

behavior.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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Customers consuming larger quantities of elecyrsdte little difference in their
charges over what would be produced using a siftgileate. For example, a residential
customer consuming 5,000 kwWh per month would receinly a 24 percent increase in
costs, compared to the average residential incifaseer 18 percent. If this difference
were greater, these customers would pay sometlosgrcto the marginal cost of their
service and would therefore conserve more. A sgstep at a higher level of
consumption would enable the Commission to septloe for these higher consumption
levels to reflect the increased cost of the addl#tie@lectricity. | propose that a second

step be set at 1500 kWh.

AT WHAT PRICES DO YOU PROPOSE THE STEPS BE SET?

| propose that the middle block (e.g., from 46500 kWh) be set at the average
cost of residential electricity. | have calculatbi$ to be $0.07285 under the Company’s
proposed class revenue targets. | then set tbe fani the first 400 kwWh to be at a level
that would produce an increase about half as lasgeverage for low levels of
consumption and about 50 percent higher for hitghesls of consumption. This
procedure resulted in prices of $0.068 per kWhHerfirst 400 kWh, $0.07285 per kWh
for the next 1100 kWh, and $0.08437 per kwWh for adgitional kWh. These values will
have to be recalculated to agree with the Comm&siardered revenue increase for the

residential class. | have prepared a billing camspa between the Company’s proposed

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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rate and this rate and include that comparisorage ft of Exhibit _ (CEJ-2). Page 2 of
Exhibit __ (CEJ-2) contains a comparison of the obshe three-block inverted rate at
the Company-proposed rate level with current rafescan be seen, the increase for
customers using 250 kWh per month will receive & p@rcent increase and customers

using 4,000 kWh per month will receive a 29.7 petdecrease.

It should be noted that the lowest-consuming regidecustomers would see a
smaller increase than proposed by the Companyrenidtgest-consuming customers
would see a larger increase than proposed by thg@oy. The breakeven point between
the two rate proposal is for customers consumirigld®h per month. Over 70 percent
of the residential customers use less than 10,000 per year so fewer than 30 percent
of the customers would see an increase of moreahaut two percent greater than under
the Company’s proposal. At the extreme, only &fent of the residential customers
use more than 20,000 kWh per year (1,667 kWh pertimi@nd customers at this level of
consumption would face an increase of about 5.Zgmemore than under the PacifiCorp

proposed rate.

IF THE LARGEST RESIDENTIAL USERS FACE THE HIGHESNCREASES

UNDER YOUR PROPOSAL, WHAT IS THEIR ALTERNATIVE?

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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| propose that PacifiCorp offer a residential¢hof-day rate that is appropriate for
the cost the Company faces today. This meanghbateak period should reflect the
period of highest cost in this environment. Thesipd is shorter than the current peak
period of 8 a.m. to 10 p.m. on non-holiday weelsgayhich has discouraged customers
from taking electricity under this rate scheduldnere are currently only seven customers
taking time-of-day service. Reducing the lengthhef peak period will make this a more

attractive rate for residential customers with éacgnsumption.

WHAT IS THE PERIOD OF HIGHEST COST FOR PACIFICORP

The period of highest cost for purchased poweiedaduring the months of the
year, with the months of May, June, July and Audpasting the highest costs paid by
PacifiCorp. These highest cost hours were frorm®2 po 7 p.m. These hours correspond
closely to the 2 p.m. to 8 p.m. period that PaafiiCasked for voluntary conservation

from customers.

WHAT PERIOD SHOULD BE THE PEAK PERIOD FOR PRICING?

The Company advertised during the past monthmgsiustomers to voluntarily

reduce consumption during the period from 4 p.n& pom. In my examination of the

100 highest priced transactions in each month duhe past year, it appears to me that

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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the peak pricing period should start an hour or éadier, either at 2 p.m. or 3 p.m. and
perhaps end at 7 p.m. The period should be shottgh to attract customers who can
change sufficient use to the off-peak period toehar impact on the Company’s loads
during the peak period, while at the same timeresiilting in shifting the peak loads to
just outside the peak period. The only instancghith | am aware of such an
occurrence was of an extremely brief peak periath avduration of only two or three

hours. A period of four to six hours should befisignt to avoid this problem.

SHOULD THE PEAK PERIOD LAST THROUGHOUT THE YEAR?

Yes. Although the highest-priced months arenemsummer and winter, it would
be too confusing to customers to have differerd pa&riods in Fall and Spring seasons
from those in the Winter and Summer seasons. Mereduring the Spring and Fall,
utilities often take generating plants offline foaintenance and the amount of plant
available for reserves is diminished, sometimdswueer levels than during Summer or

Winter.

HOW SHOULD THE PEAK AND OFF-PEAK PRICES BE SET ROHE

RESIDENTIAL TIME-OF-DAY RATE?

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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There are several criteria that need to be rRest, the price differential between
peak kWh and off-peak kWh should be sufficienttoyide an incentive for customers to
use energy during the off-peak period rather thamng the on-peak period. The
residential Schedule 2 proposed by PacifiCorp leak gnergy priced at 13.3594 ¢ per

kWh and off-peak energy priced at 3.994 ¢ per k#/igtio of over 4 to 1.

Second, the prices should be reasonably closeetoa$t. The time-of-day rate is
intended to better reflect the price differentihlat differ by time of day. Because the
costs of power in the current market differ subisédy by time of day, the time-of-day
rate will better reflect those differences thangthee current flat residential rate or even

the inverted block rate.

Third, the expected revenue should not be gre#tgrent from that produced by
the alternative rate. Because the inverted resaleate will increase costs the most to
the largest residential customers, they are the treemost likely to seek an alternative
that can save them money if they adjust their comdion patterns. It therefore seems
appropriate to use the existing consumption patefithese largest residential customers
to calculate the rate charges that will resultarchange of revenue to the Company. Any

changes may have to be tempered by its impacteaxisting Schedule 2 customers.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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Lastly, the customer charge plays an importantirotee residential time-of-day
rate. The current monthly charge of $14.33 perttmnonnecessarily discourages
customers from taking the rate, even if the cost time-of-use meter is greater than the
cost of a standard Watt-hour meter. A lower custoomarge would provide some
flexibility in setting the energy charges and woattcourage more customers to sign up

for the rate and | recommend that the time-of-dast@mer charge be reduced.
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VI. TIME-OF-DAY RATESFOR SCHEDULES6 & 9

Q. DOES PACIFICORP CURRENTLY CHARGE CUSTOMERS ON EIBMULE

6 OR SCHEDULE 9 RATES THAT ARE DIFFERENTIATED BY ME?

A. Yes, there are several optional time-of-day rébegach rate schedule. As with

the residential time-of-day rate, these rates laavextremely long peak period, lasting
from 7 a.m. to 11 p.m. As a result, only 13 petad#rthe Schedule 6 customers take
service under one of the time-of-day options ang 8mpercent of Schedule 9 customers
do. Moreover, these customers are not the latgess of electricity in these rate classes.
The largest users are the customers that showd bieme-of-day rates, if the Company
wants to better charge customers for their cobeoig served. Schedule 6 time-of-day
customers consume only about 2.5 percent of tlotrieiéy, even though they amount to
13 percent of the customers. Schedule 9 time-pfedatomers consume about 2.1

percent of the electricity while they are aboute8gent of the customers.

Q. WHAT DO YOU PROPOSE FOR SCHEDULES 6 AND 9?

A | propose two changes to Schedules 6 and 9. thespeak period for the time-of-

day options should be shortened to better reflechigh cost of the peak period power.

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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Second, the largest customers on these rate selsethat have proper metering for being

billed on time-of-day rates should be billed on aetiory time-of-day rates.

These customers are the ones that can best dugustisage to the financial
incentives of avoiding power usage during the hsgleest hours. They are the customers
with the highest power bills who are among the nsogitisticated customers and the
ones with the greatest incentive to keep theirscastiow as possible. Mandatory billing
of these customers on time-of-day rates could naadignificant difference in the peak

period loads on the PacifiCorp system.

WHAT SHOULD THE PEAK PERIOD BE FOR THE TIME-OF-DAY

OPTIONS IN RATE SCHEDULES 6 AND 9?

I would find any reduced period acceptable tlmtered the highest cost hours of

from about 2 or 3 p.m. to 8 p.m.

HOW SHOULD THE RATES BE STRUCTURED?

Structuring time-of-day rates for schedules 6 @riths many more problems than

was the case with the residential time-of-day aae the development must be done by

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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the Company. It has the data for doing so. Howedweould like to point out several

problems in developing an appropriate rate.

First, with a mandatory change to time-of-day ratiesre will be some customers
who would have their charges increased becauseltiagi patterns are more peak-
oriented than average and other customers who wiavd their charges decreased
because their load patterns are more off-peak-adethan average. These “winners and
losers” always exist when a rate structure is cadrand the losers always complain.
Recall that under the Company’s inverted rate psafsofor residential rates, the largest
consumers are “losers” compared to smaller consuintgéear in mind that what it means
for a customer to be more peak-oriented than aedsathat the customer is imposing
greater than average costs on the system, butyigpaying for average costs. In other
words, these “losers” under the change in ratestra are currently being subsidized by

others and are not paying their fair share.

Second, the large number of options available ndakelopment of the rate
difficult to maintain consistency between ratesclof rate schedules 6 and 9 has two
options. The Energy Time-of-day Option is one imak the energy charge is higher
during the peak period and the demand charge iesegpfor maximum demand. The

Demand Time-of-day Option is one in which the dedhelmarge is imposed only during

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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the peak period, but the energy charge is a ftat r&witching from one rate schedule

option to another could greatly disrupt the Compamgvenue stream.

Third, the Company must be concerned with its raeestability from changing
usage patterns. If the customers that are bilhettumandatory time-of-day rates
suddenly change their usage patterns, the Compmarng see revenue erosion. Therefore,
the rates cannot be changed so radically that mestocan too easily avoid the higher
peak period charges. For this reason, it mightdmessary to have a longer peak period
for the optional time-of-day rates for schedulem@ 9 than for the residential time-of-
day rate. This is particularly true of the demahdrged time-of-day rate, where the

demand charge is imposed only during the peak gherio

Lastly, it might be appropriate for the Companyktase in the application of
mandatory time-of-day rates for Schedules 6 and@itis would enable PacifiCorp to
adjust to the changes in customer behavior asusi®mers are phased in to the time-of-
day rate. This phase-in should not be delayedoiog, as the benefits from shifting
customers to time-of-day rates can be significanhese times of extremely high power

costs.

WHAT SHOULD PACIFICORP DO IN THE MEANTIME?

Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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A. In order to expedite the implementation of mandatime-of-day rates for large
schedule 6 and 9 customers, it would be helpfBbiifiCorp offered a proposal in its
rebuttal testimony that moved toward my proposats ot wait for the Commission to

order it to implement an improved time-of-use pevgr | urge it to do so.
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VII. SPECIAL CONTRACTS

WHAT PROBLEM DO YOU SEE WITH THE SPECIAL CONTRACTEHAT

ARE IN PLACE TODAY?

The special contracts that are currently in plaeeapparently fixed for the
duration of the contract, unless the customer awifieorp renegotiate the contract.
Parties have argued that the Commission has norytto change the charges set in the
contract during a general rate case, no matter thieathange in cost circumstances
surrounding the utility. However, when the ternh¢h@ contract result in far higher rates
for the customer than the standard tariff, theamst filed a complaint to change the
contract. As | understand it, the terms of thetiaam were ultimately renegotiated with
PacifiCorp to reduce the charges to the custornoen those provided for in the contract.
The public should be protected in this same wamftioe special contracts customers
receiving power at continuing low costs when thst @b electricity increases
dramatically. Faced with 20 percent increase®st as we are in this rate case, the
customers under special contracts should not baimenfrom paying their share of those

additional costs.

WHAT DO YOU PROPOSE TO MODIFY THIS SITUATION?
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A. | recommend that the Commission direct PacifiCtorpiclude in each special

contract submitted in the future to the Commisstba,provision that the Commission
can modify the terms and charges of the contratt eie process, such as in a general

rate case or other proceeding.

Secondly, the Special Contracts customers showle tedes that adequately
reflect the costs by time of day. | recommend thatCommission direct PacifiCorp to
negotiate future special contracts with time-of-gaging before they are submitted to

the Commission for approval.

Q. DOES THIS COMPLETE YOUR PREPARED DIRECT TESTIMORY
A. Yes.
Utah PSC Docket No. 01-035-01 Directtihegny of Dr. Charles E. Johnson
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PACIFICORP

Comparison of Electricity Usage by Customers RengiAssistance (HAP/EAP)

with Those Not Receiving Assistance (Non-HAP/EAP)

Month HAP/EAP Non-HAP/EAP | Percent That Non-
Usage (kwh) Usage (kWh) | HAP/EAP is Greater
January 776 815 4.7
February 662 685 3.4
March 631 652 3.2
April 558 586 4.8
May 502 541 7.3
June 539 631 14.7
July 619 785 21.1
August 719 959 25.1
September 627 780 19.7
October 524 576 9.0
November 543 569 4.5
December 725 757 4.3
Annual 7,424 8,337 11.0
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PACIFICORP

Comparison of Electricity Usage by Customers RengiAssistance (HAP/EAP)

with Those Not Receiving Assistance (Non-HAP/EAP)
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PACIFICORP
Residential Billing Comparison Between
Utah Ratepayers Alliance Proposal and PacifiCogpé&sal

Monthly Usage UP&L Proposal URA Proposal Percent URA
(kWh) Proposal Exceeds

UP&L Proposal
250 18.20 17.98 -1.2
500 35.43 35.47 0.1
750 52.65 53.68 1.9
1000 69.88 71.89 2.9
1500 104.33 108.32 3.8
2000 138.77 150.50 8.4
2500 173.22 192.68 11.2
3000 207.67 234.87 13.1
4000 276.57 319.24 154
5000 345.47 403.61 16.8




Utah PSC Docket No. 01-035-01
Exhibit (CEJ-2)

Page 2 of 2
PACIFICORP
Residential Billing Comparison Between
Utah Ratepayers Alliance Proposal and Current Rates
Monthly Usage Current Rates URA Proposal Percent URA
(kWh) Proposal Exceeds
Current Rates
250 16.31 17.98 10.3
500 31.63 35.47 12.1
750 46.96 53.68 14.3
1,000 62.29 71.89 15.4
1,500 92.94 108.32 16.5
2,000 123.59 150.5C 21.8
2,500 154.25 192.68 24.9
3,000 184.90 234.87 27.0
4,000 246.21 319.24 29.7
5,000 307.52 403.61 31.2




