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REBUTTAL TESTIMONY OF JUSTIN BIEBER

Introduction

Q. Please state your name and business address.

A. My name is Justin Bieber. My business address is 111 E Broadway, Suite
1200, Salt Lake City, Utah, 84111.

Q. Are you the same Justin Bieber who pre-filed direct testimony and rebuttal
testimony in the cost-of-service phase of this docket on behalf of the Utah
Association of Energy Users (“UAE”)?

A. Yes, I am.

Overview and Conclusions

What is the purpose of your surrebuttal testimony?

My surrebuttal testimony responds to the rebuttal testimony of Rocky
Mountain Power’s (“RMP” or the “Company”) witness Robert Meredith and Utah
Office of Consumer Services (“Office”) witness Ron Nelson.

Please summarize your recommendations to the Commission.
I provide the following recommendations for the Commission:
e In his rebuttal testimony, Mr. Meredith explains that RMP agrees with
UAE’s recommendation that the proposed time of use periods for large
customers be modified so that they allow for a full eight-hour nighttime

off-peak shift, but with one small modification to provide some
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consistency in the off-peak period between seasons.! RMP’s proposed
modification is reasonable and I recommend that the Commission
approve the on-peak hours for Schedules 8 and 9 that RMP proposes in
its rebuttal filing.

In its rebuttal filing, the Company’s proposed Schedule 32 Facilities
charges would still result in substantially different effective rates for
delivery service compared to the counterpart full requirements rate
Schedules 6, 8, and 9. This inconsistency between rates creates an
unduly discriminatory and unreasonable economic disincentive for
Schedule 32 customers. I continue to recommend that the Commission
order the Company to set the Schedule 32 Facilities charges equal to the
Facilities charges for the corresponding full requirements rate
schedules.

RMP witness Mr. Meredith opposes UAE’s recommendation to
convene a workshop to solicit feedback from stakeholders regarding an
appropriate method to compensate a Schedule 32 customer for the
capacity value of a solar resource and cites concerns about double
counting benefits. I continue to recommend that the Commission order
RMP to convene a workshop to address this issue. As I explained in my
direct testimony, the current and proposed rate structure for Schedule

32 provides little or no credit towards avoiding the daily Power charge

! Rebuttal Testimony of Robert M. Meredith, lines 955-968.
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for customers that contract with a solar resource because the on-peak
period includes evening hours during which solar generation is known
to be zero.2 A workshop would provide an opportunity for all
stakeholders to provide input and work productively towards a fair and
reasonable solution to mitigate this inconsistency between a Schedule
32 customer’s ability to avoid daily Power charges with a solar resource
and the capacity value that a solar resource would provide to the system.
I withdraw my opposition to the Company’s proposal to eliminate
Schedule 6B. RMP’s proposed Schedule 6A rate structure would
provide an opportunity for customers to benefit from time varying
rates if the Commission approves RMP’s proposal to eliminate
Schedule 6B.

Office witness Ron Nelson opposes the Division of Public Utilities
witness Bruce Chapman’s recommendation that RMP should defend its
current distribution classification approach or consider alternatives,
including the minimum size method or the minimum-intercept method.
Mr. Nelson claims that RMP’s current distribution classification
method, which classifies all distribution costs, except those related to
services and meters, as demand related, is an industry-accepted

methodology.® To the extent that the Commission considers changes to

2 Direct Testimony of Justin Bieber, lines 385-397.
* Rebuttal Testimony of Ron Nelson, lines 207-211.
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RMP’s ECOSS methodologies, I continue to recommend that it direct
RMP to utilize one of the two methods identified by Mr. Chapman
outlined in the National Association of Regulatory Utility
Commissioners Electric Utility Cost Allocation Manual (“NARUC
Manual”).  Irrespective of whether RMP’s current distribution
classification methodology is used in other jurisdictions as Mr. Nelson
claims, the minimum size method or the minimum-intercept method
would be better aligned with cost causation because these methods
properly recognize the fact that a portion of shared distribution system

costs are caused by the number of customers on the system.

Response to Rocky Mountain Power Witness Robert Meredith

Schedules 8 and 9 On-Peak Periods

Q.

Please summarize Mr. Meredith’s rebuttal testimony regarding Schedules 8
and 9 on-peak periods.

The Company generally agrees with UAE’s recommendation that it is
appropriate for the time of use periods for large customers to be modified so that
they allow for a full eight-hour nighttime off-peak shift. Mr. Meredith explains
that the Company mostly agrees with UAE’s proposal, but with one small

modification that provides some consistency in the off-peak period between

BIEBER/5



84
85
86

87
88

&9
90

91

92

93

94

95

96

97

98

99

100

101

102

Surrebuttal Testimony of Justin Bieber
UAE Exhibit COS 6.0
Docket No. 20-035-04

seasons.* Mr. Meredith summarizes RMP’s proposed on-peak periods in Table 5
of his rebuttal testimony, which I have reproduced in Table JDB-1S below.

Table JDB-1S
Proposed On-Peak Hours for Schedule 8 and Schedule 9

Winter On-Peak Hours Summer On-Peak Hours
UAE Direct (Sch 8 & 9) 6 am—9 am& 6 pm— 10 pm 3pm—11 pm
RMP Rebuttal (Sch8 & 9) | 6 am—9 am & 6 pm— 10 pm 3pm— 10 pm

Q. How do you respond to Mr. Meredith regarding the on-peak periods for
Schedules 8 and 9?

A. I recommend that the Commission accept RMP’s rebuttal position
regarding the on-peak periods for Schedules 8 and 9. RMP’s proposed

modification is reasonable and would allow for a full eight-hour nighttime off-

peak shift.
Schedule 32
Q. Please summarize Mr. Meredith’s rebuttal testimony regarding Schedule 32.
A. Mr. Meredith disagrees with the recommended rate design proposed by

UAE and the University of Utah (“University”). In direct testimony, both UAE
and the University proposed that the Schedule 32 delivery Facilities charge should

be equal to the Facilities charge for the corresponding full requirements rate

4 Rebuttal Testimony of Robert M. Meredith, lines 955-968.
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schedule and similarly that the daily Power charges should be designed to recover
the same level of cost as the Power charges that are applicable to full
requirements customers. Mr. Meredith claims that RMP’s proposed prices would
fairly recover the fixed costs of delivering renewable power using the Company’s
transmission and distribution facilities. He also claims that his proposed rate
design would maintain a similar composition of Schedule 32 rates while UAE’s
and the University’s proposal would result in a dramatic shift in the way that fixed
costs would be recovered.”> However, to the extent the Commission has concerns
with the fact the Company did not perform a more detailed Schedule 32 cost of
service study, Mr. Meredith recommends that the Commission order the current
composition of demand-related charges in Schedule 32 to be maintained.®

Q. Please summarize the Schedule 32 rates that RMP proposes in its rebuttal

testimony.

A. Table JDB-2S below summarizes Facilities charges for Schedule 32 and

the corresponding full requirements rate schedules that RMP proposes in its

rebuttal filing.

51d, lines 1037-1041.
61d, lines 1082-1088.
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120 Table JDB-2S

121 RMP Proposed Facilities Charges for

122 Schedule 32 and Corresponding Full Requirements Rates
123

Secondary Primary Secondary Primary
<IMW <1IMW >1MW >1MW Transmission

Schedule 32 Facilities Charge Per kW Current $7.62 $6.67 $7.90 $6.75 $3.85
Schedule 32 Facilities Charge Per kW Proposed $7.90 $6.92 $8.55 $7.42 $5.01
Proposed Increase 3.7% 3.7% 8.2% 9.9% 30.1%
Schedule 6/8/9 Facilities Charge per kW Current $4.04 $3.08 $4.76 $3.63 $2.22
Schedule 6/8/9 Facilities Charge per kW Proposed $4.03 $3.07 $4.84 $3.71 $2.30
124 Proposed Increase -0.2% -0.3% 1.7% 2.2% 3.6%
125 As I explained in my direct testimony, there is already a significant
126 mismatch between the current Schedule 32 Facilities charges and the
127 corresponding full requirements rates.” RMP’s Schedule 32 rate design proposal
128 would increase the various Schedule 32 Facilities charges by a much greater
129 percentage than the proposed increase for the corresponding full requirements
130 rates. For transmission voltage customers, RMP’s proposal would increase the
131 Schedule 32 Facilities charge by more than 30% while only increasing the
132 Schedule 9 Facilities charge by 3.6%. This proposal would exacerbate the
133 existing misalignment between the effective delivery rates for these schedules.

134 Q. Does Mr. Meredith provide a quantitative comparison of UAE’s proposed

135 Schedule 32 rates relative to the Company’s proposed rates?

136 A. Mr. Meredith provides a comparison of the delivery Facilities charge
137 relative to the daily Power charge for transmission voltage Schedule 32

138 customers. According to Mr. Meredith, RMP’s proposed pricing modestly

7 Direct Testimony of Justin Bieber, lines 339-341.
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increases the proportion of costs recovered though the delivery Facilities charge,
while UAE’s proposal would nearly halve this proportion and would represent a
significant departure from current rates.®
How do you respond to Mr. Meredith’s assertion that UAE’s and the
University’s proposed rate design would nearly halve the proportion of
demand-related charges that are included in the delivery Facilities charge?

UAE’s and the University’s recommended changes to the Schedule 32 rate
design would simply align the delivery Facilities charges with the Company’s
proposed Facilities charges for the corresponding full requirements rate schedules.
The fact that this proposal would nearly halve the proportion of costs recovered
through the delivery Facilities charge is indicative of the fact that the current
delivery Facilities charges are nearly double the Facilities charges applicable to
the corresponding full requirements rate schedules.

Further, Mr. Meredith’s comparison confirms the fact that the Company’s
proposed rate design would actually increase the proportion of costs recovered
through the Facilities charge which would worsen the existing misalignment

between the effective rates for delivery service between these rate schedules.

8 Rebuttal Testimony of Robert M. Meredith, lines 1025-1034.
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Q. Did you explain in your direct testimony why it is important to align the
effective rates for delivery service between Schedule 32 and the
corresponding full requirements rate schedules?

A. Yes, [ did. In my direct testimony I explained that a mismatch between
the effective rates for delivery service between Schedule 32 and the
corresponding full requirements rate schedules is unduly discriminatory and
creates an unreasonable economic disadvantage for Schedule 32 customers.’

Q. Has the Commission previously recognized the importance of aligning the
effective rates for delivery service between Schedule 32 and the
corresponding full requirements rate schedules?

A. Yes, it has. As I explained in my direct testimony, in response to Senate
Bill 12,'° which was passed in 2012 and enabled qualifying retail customers to
receive electricity directly from a Renewable Energy Facility, the Company
proposed Schedule 32, Service from Renewable Energy Facilities in Docket No.
14-035-T02. The Commission adopted the current version of Schedule 32 in its
Report and Order in that proceeding.!!

Specifically, in its Report and Order in that proceeding the Commission
found that “[w]hile the testimony suggests both PacifiCorp’s and UAE’s
approaches are reasonable and conceptually sound, we find UAE’s testimony

persuasive that under PacifiCorp’s proposal Schedule 32 customers would be

? Direct Testimony of Justin Bieber, lines 336-338.

10 Utah Code Title 54, Chapter 17, Part 8.

' In the Matter of Rocky Mountain Power’s Proposed Electric Service Schedule No. 32, Service from
Renewable Energy Facilities, Docket No. 14-035-T02, Report and Order dated March 20, 2015, pp. 1-2.
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paying a different effective rate than their full service counterparts. We therefore
approve UAE’s method for determining the Schedule 32 delivery charges.”!?
Does Mr. Meredith agree that RMP’s proposed Schedule 32 rates would
result in different effective rates for delivery service between Schedule 32
and the corresponding full requirements rate schedules?

Yes, he does. Since the rates for Schedules 6, 8, and 9 are unbundled in
this docket, it is clear that the delivery Facilities charges are different between
RMP’s proposed Schedule 32 and the corresponding full requirements rate
schedules. And Mr. Meredith acknowledges this fact in his rebuttal testimony.
However, he claims that UAE’s and the University’s proposals to make the
Facilities charges the same for Schedule 32 and the corresponding full
requirements customers is problematic. '3
What explanation does Mr. Meredith offer for why he believes it is
problematic for the Facilities charge under Schedule 32 to be the same as it is
for full requirements customers?

Mr. Meredith explains that full requirements rate schedules 6, 8, and 9 pay
Facilities and Power charges based on the highest 15-minute interval kW demand
usage during the month. For Schedules 8 and 9, Facilities charges are applicable
to the highest 15-minute interval kW during the month, but Power charges are
only applied to the highest on-peak kW measurement. According to Mr.

Meredith, a full requirements customer must reduce its kW demand during all

2 1d, p. 28,
3Rebuttal testimony of Robert M. Meredith, lines 1042-1043.
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days of the month in order to avoid the demand-based Facilities and Power
charges, which makes it appropriately challenging to avoid fixed costs unless the
customer is able to reduce its capacity.'*

In contrast, the Schedule 32 Facilities charge is based on monthly demand
usage, but the daily Power charge is based on daily demand. If a Schedule 32
customer is able to match its usage with the renewable output from its facility for
only a few days in the month its daily power charges will be reduced. According
to Mr. Meredith, this lower bar for avoiding power charges is balanced by a
higher delivery facilities charge. Mr. Meredith claims that if this balance is upset
a participant could avoid paying some fixed delivery cost if there were
particularly sunny and/or wind days in a month, which could result in cost shifting
to non-participants and could create cross-class subsidies.!?
How do you respond to Mr. Meredith’s concerns that having the same rates
for delivery service between Schedule 32 and the corresponding full
requirements rate schedules is problematic?

I disagree with Mr. Meredith that it is problematic to have the same
effective delivery rates for Schedule 32 and the corresponding full requirements
rate schedule. As I explained in my direct testimony, I believe it is problematic to

have different effective rates for delivery service because having different

4 1d, lines 1045-1052.
15 1d, lines 1053-1066.
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effective delivery rates is unduly discriminatory and creates an unreasonable
economic disadvantage for Schedule 32 customers.'¢

Further, this Commission’s order in Docket 14-035-T02 declined to adopt
the Company’s Schedule 32 rate design proposal because it would result in a
different rate for delivery service than the rate charged to the corresponding full
service counterparts. Instead, this Commission adopted UAE’s proposed
Schedule 32 rate design which sought to impose the same rates for delivery
service between Schedule 32 and the corresponding full requirements rate
schedules.!”

Q. Do you agree with Mr. Meredith’s statement that there is a “lower bar” for
avoiding Schedule 32 power charges that should be balanced by a higher
delivery facilities charge?!®

A. No, I do not. If a Schedule 32 customer is contracted with a renewable
facility that provides sufficient generation for that customer to lower its daily
demand during the entire on-peak period for a few days during the month, then it
is appropriate that the customer should be able to avoid Power charges for those
days. To the extent a customer is able to reduce its Power charges in this manner,
it only gets credit for the days during which its demand is reduced, not the entire
month. And it can be very difficult for a customer to match its usage with an

intermittent renewable resource such as wind or solar for an entire on-peak

16 Direct Testimony of Justin Bieber, lines 87-89.

7 In the Matter of Rocky Mountain Power’s Proposed Electric Service Schedule No. 32, Service from
Renewable Energy Facilities, Docket No. 14-035-T02, Report and Order dated March 20, 2015, p. 28.
18 Rebuttal Testimony of Robert M. Meredith, lines 1059-1060.
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period. This is especially true for a solar resource because the on-peak periods
include evening hours when solar production is known to be zero.

Further, RMP’s proposed rate design methodology used to calculate the
daily demand charge includes an adjustment that reflects RMP’s proposed ratio
between the daily average to monthly average peak. Due to this adjustment, a
Schedule 32 customer that has the same daily Power demand during every day of
the month will pay substantially more per kW of demand than it would if it were
paying the corresponding monthly Power demand charge. The current Schedule
32 rate design, which was approved in Docket No. 14-035-T02, was derived using
this same adjustment and I am not taking a position regarding the reasonableness
of this adjustment in this case. Nevertheless, this adjustment effectively “raises
the bar” for Schedule 32 customers to avoid daily power charges.

Can you please explain why RMP’s calculation of the daily Power charge
would cause a Schedule 32 customer that has the same daily Power demand
during every day of the month to pay more per kW of demand than it would
if it were paying the corresponding monthly Power demand charge?

RMP’s proposed Schedule 32 rate design methodology sets a monthly per
kW target for the Power charge that is equal to the sum of the Facilities charge
and Power charge for the corresponding full requirements rate schedule less the

proposed Schedule 32 Facilities charge. RMP then performs a two-step

BIEBER/14
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adjustment to convert the monthly per kW target to its proposed daily Power
charge.!”

In the first step, RMP divides the monthly per kW target by 21.25, which
is the average number of on-peak days per month, to determine a kW per day rate.
If a customer had the same Power demand during each day of the month, this rate
would recover the same amount of revenue as the monthly per kW target rate.

Then RMP performs a second adjustment that divides the kW per day rate
by RMP’s proposed ratio of the daily average to monthly peak kW.2* For
secondary and primary voltage Schedule 32 customers this proposed ratio is 80%,
which results in a proposed daily Power charge that is 25%?! greater than the kW
per day rate calculated in the first step. For transmission voltage Schedule 32
customers this proposed ratio is 85%, which results in a proposed daily Power
charge that is 18%22 greater than the kW per day rate calculated in the first step.
Thus including the “Daily Average to Monthly Peak” ratio in the daily power
charge calculation increases the daily Power charge to reflect daily variation in
demand during the month and raises the bar with respect to a Schedule 32

customer’s ability to avoid daily power charges.

19 These adjustments are set forth in the document titled “Schedule 32 Cost of Service Analysis” found at
page 135 of Exhibit RMP_ (RMM-3R), submitted with Mr. Meredith’s Phase II rebuttal testimony. That
document shows the calculation for RMP’s proposed calculations for the delivery Facilities and daily
Power charges.
20 See id. The daily power charge calculation includes a “Ratio — Daily Average to Monthly Peak kW.”
21 ~ = [

(1+0.8)-1=25%
2(1+0.85)-1=18%
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Do you agree with Mr. Meredith’s statement that changing the composition
of the Schedule 32 rate design in this case would lead to cost-shifting or cross-
subsidies??

No, I do not. UAE’s and the University’s proposal would simply set the
Schedule 32 Facilities charges equal to the Company’s proposed Facilities
charges for the corresponding full requirements rate schedule. While it is possible
that the Schedule 32 rates established in this case could lead to an over-recovery
or under-recovery of costs for the Company, whether the Company over-recovers
or under-recovers its costs depends on a multitude of factors. (The same holds
true for the rate designs of other rate schedules as well). However, from a
conceptual standpoint, the proposal to align the delivery charges for Schedule 32
and the full requirements rate schedules would not cause any cross-subsidies or
cost shifting to non-participants because it would not change the revenue targets
or rate designs for other rate schedules in this case.

Does RMP agree with UAE’s proposal to convene a workshop following the
conclusion of this proceeding to solicit feedback from stakeholders regarding
an appropriate method to compensate a Schedule 32 customer for the
capacity value of a solar resource?

Mr. Meredith recommends that the Commission reject UAE’s proposal for
a workshop. Mr. Meredith claims that Schedule 32 already provides a generous

opportunity for participants to reduce their fixed generation costs through a daily

23 Rebuttal Testimony of Robert M. Meredith, lines 1062-1066.
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demand charge. According to Mr. Meredith, if a customer wants to earn capacity
value for a renewable resource, it has the option to become a qualifying facility or
enter into a Schedule 34 contract to get credited at the avoided cost. He also
claims that attributing a resource-type value for a resource along with the
opportunity to avoid power charges would double count benefits and result in cost
shifting.?*

How do you respond to Mr. Meredith’s recommendation to reject UAE’s
request for a workshop on this topic?

I continue to recommend that the Commission order RMP to convene a
workshop to address this issue. As I explained in my direct testimony, the rate
structure for Schedule 32 provides little or no credit towards avoiding the daily
Power charge for customers that contract with a solar resource because the on-
peak period includes evening hours during which there is no solar generation.?*

A workshop would provide an opportunity for all stakeholders to provide input
and work productively towards a fair and reasonable solution to mitigate this
inconsistency between a Schedule 32 customer’s ability to avoid daily Power
charges with a solar resource and the capacity value that the solar resource would
provide to the system. While Mr. Meredith’s concern about double counting
benefits is not based on any specific UAE proposals, a workshop would provide

the opportunity to discuss and address these types of concerns.

24 1d, lines 1095-1105.
25 Direct Testimony of Justin Bieber, lines 385-397.
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In your direct testimony you noted inconsistencies in the billing determinants
used in RMP’s cost of service study and Schedule 32 cost of service analysis.
Does RMP update the billing determinants in its Schedule 32 cost of service
analysis?

Mr. Meredith confirms that in the Company’s direct filing, for the less
than one MW category, the Company included forecast facilities kW billing units
for Schedule 6 customers, but did not include the billing units for Schedule 6A
and 6B customers. In its rebuttal filing, the Company updated its Schedule 32
cost of service analysis to include the billing units for Schedules 6A and 6B.?’
Does RMP’s update to the Schedule 32 cost of service analysis billing units
resolve all of the inconsistencies that you noted in your direct testimony?

No. There is still an inconsistency between the billing units for the
Facilities charges that RMP utilizes in its Schedule 32 cost of service analysis and
the class non-coincident peak (“NCP”) utilized in RMP’s embedded cost of
service study. As I explained in my direct testimony, RMP considers the NCP to
be the sum of the individual maximum demand for each customer within the class
which should very close to the class billing determinants, even though they are
derived from different sources.?® However, the billing units for Schedules 6, 8,
and 9 utilized in RMP’s updated Schedule 32 cost of service analysis differ

relative to the class NCP utilized in the ECOSS by 5.5%, -5.7%, and 4.6%

26 1d, lines 295-318.
27 Rebuttal Testimony of Robert M. Meredith, lines 1110-1113.
28 Direct Testimony of Justin Bieber, lines 304-309.
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respectively. While the relative differences between these values is less in RMP’s
rebuttal filing compared to its direct filing, these are still relatively substantial
differences between values that should theoretically be equivalent, except for any
small differences that may result from the fact that the values are derived from
different sources.

Does RMP offer an alternative rate design proposal for Schedule 32?

Yes, it does. Mr. Meredith states that if the Commission has concerns
with the fact that the Company did not perform a more detailed Schedule 32 cost
of service study, then he recommends that the Commission order the current
composition of demand-related charges in Schedule 32 to be maintained.

How do you respond to RMP’s rebuttal position regarding Schedule 32
rates?

I continue to recommend that the Commission set the Schedule 32
delivery Facilities charge equal to the Facilities charge for the corresponding full
requirements rate schedule. RMP’s proposal would result in different effective
rates for delivery service between Schedule 32 and the corresponding full
requirements rate schedules which would create an unduly discriminatory and
unreasonable economic disadvantage for Schedule 32 customers.

However, RMP’s alternative proposal to maintain the current composition
of Schedule 32 demand charges is certainly preferable to its primary proposal.
While this alternative would not make any movement towards improving the

effective rates for delivery service between Schedule 32 and the corresponding
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full requirements rate schedules, it would not substantially worsen the existing

misalignment either.

Proposed Elimination of Schedule 6B

Q.

Please summarize Mr. Meredith’s response to UAE’s proposal that would
allow customers currently taking service on Schedule 6B the option to
continue taking service on that rate schedule?

Mr. Meredith agrees that providing stability in rate structures is an
important consideration because customers make investments based upon the
information provided to them and the prices they pay, and that sudden changes to
rate structures can undermine the confidence of customers considering different
technologies. He also asserts that sending accurate price signals and simplifying
the Company’s tariff book are important considerations.?’

Mr. Meredith recommends that the Commission reject UAE’s proposal to
allow customers currently taking service on Schedule 6B the option to continue
taking service on the schedule. Mr. Meredith claims that the Company’s
proposed Schedule 6A will provide another time varying rate option for
customers if the Commission approves the elimination of Schedule 6B and that
customers that relied upon Schedule 6B to make investments to lower their
demand during on-peak times could similarly save under Schedule 6A by using

less energy during on-peak times.*°

29 Rebuttal Testimony of Robert M. Meredith, lines 919-925.
301d, lines 926-934.
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Further, Mr. Meredith explains that the Company performed its own rate
modeling for the Schedule 6B customer that I referenced in my direct testimony
that had invested in an onsite energy storage facility in response to price signals
from the current Schedule 6B. Based on the Company’s rate models, Mr.
Meredith asserts that the facility would have a lower bill under the proposed
Schedule 6A than it would on Schedule 6B.3!

How do you respond to Mr. Meredith’s rebuttal regarding the elimination of
Schedule 6B?

I withdraw my opposition to the Company’s proposal to eliminate
Schedule 6B. There are some differences between the Company’s rate analysis
and my rate analysis for the specific customer that I referenced in my direct
testimony due to the fact that the Company used actual billing data for the past 12
months, whereas my analysis is based on customer load projections that reflects
the customer’s plans to optimize the facility’s operations. Nevertheless, I agree
with Mr. Meredith that RMP’s proposed Schedule 6A rate structure would
provide an opportunity to customers to benefit from time varying rates. There is
also a minimum on-peak power charge component that is included in the current
Schedule 6B rate structure that makes it challenging to reduce a customer’s cost

through reductions in demand.

311d, lines 937-950.
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Response to Office Witness Ron Nelson

Classification of Distribution Costs

Q.

Please summarize Mr. Nelson’s rebuttal position regarding the classification
of distribution costs.

Mr. Nelson responds to the DPU’s witness Bruce Chapman’s direct
testimony recommendation that RMP should defend its current distribution
classification approach or consider alternatives, including the minimum size
method or the minimum-intercept method. Mr. Nelson claims that RMP’s current
distribution classification method that would classify all distribution costs, except
those related to services and meters, as demand related is an industry-accepted
methodology called the “basic customer method.” According to Mr. Nelson, the
basic customer method is more appropriate than the minimum size method or the
minimum-intercept method and aligns with the DPU’s guiding principles for rate
design.*

How do you respond to Mr. Nelson regarding his claim that the basic
customer method is an industry-accepted method?

To the extent that the Commission considers changes to RMP’s ECOSS
methodologies, I continue to recommend that it direct RMP to utilize the minimum
size method or the minimum-intercept method identified by Mr. Chapman and
outlined in the NARUC Manual. Mr. Nelson’s rebuttal testimony primarily focuses

on whether or not the basic customer method is an industry accepted method.

32 Rebuttal Testimony of Ron Nelson, lines 195-211.
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However, it is important to make the distinction between cost causation and what
might sometimes be an acceptable classification practice. While it is reasonable to
debate the amount of shared distribution costs that are caused by the number of
customers on the system, it is clear that the number of customers causes at least
some portion of those costs to be incurred. The basic customer method does not
classify any portion of the shared distribution system as customer-related which
fails to recognize that a significant portion of shared distribution costs are caused
by the number of customers.

Does this conclude your surrebuttal testimony?

Yes, it does.
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