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I WITNESS IDENTIFICATION AND SCOPE OF TESTIMONY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Evan D. Evans. My business address is 17450 Valley Lake Drive, Canyon,
Texas 79015.
ON WHOSE BEHALF ARE YOU PRESENTING TESTIMONY IN THIS
PROCEEDING?
I am presenting testimony on behalf of the Office of Public Utility Counsel (“OPUC”).
PLEASE IDENTIFY BY WHOM YOU ARE EMPLOYED AND IN WHAT
CAPACITY.
I am a principal and a consultant with Integrity Power Consulting, LLC. Integrity Power
Consulting was established in 2003, and it provides consulting services to government
agencies, and retail utility customers and customer groups. Integrity Power Consulting is
also a registered electricity broker with the Public Utility Commission of Texas (“PUCT"
or “Commission”).
PLEASE OUTLINE YOUR EDUCATIONAL AND PROFESSIONAL
BACKGROUND.
I graduated from Texas Tech University with a Bachelor of Business Administration
degree in Finance in May 1980.

Upon graduation, I was employed at West Texas Utilities Company, a wholly
owned subsidiary of Central and South West Corporation (“CSW?”), which was acquired
by American Electric Power Company (“AEP”) in June 2000. During my 20-year career

with CSW and AEP, I held a variety of analytical, consultant, and management positions
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in the rates, regulatory services, load research, and marketing and business development
areas.

In October 2000, I joined C.H. Guernsey & Company, now known as Guernsey
Associates, which is an employee-owned consulting firm offering engineering,
architectural, economic, and construction management services to utilities, industries, and
government agencies throughout the United States and internationally. While employed
with Guernsey, I managed the firm’s Dallas regional office and provided consulting
services to electric utility industry clients in a variety of areas, including regulatory
compliance, integrated resource planning, electric utility cost of service issues, rate studies,
financial analysis, economic feasibility analysis, retail electric choice, and wholesale power
supply contract negotiations.

In September 2006, I left Guernsey and accepted the position of Director-
Regulatory Services with El Paso Electric Company (“EPE” or “Company”). 1 was
promoted to Assistant Vice President-Regulatory Services and Rates in July 2008. While
at EPE, I established the company’s Regulatory Case Management and Energy Efficiency
& Utilization departments. My responsibilities included direction of EPE’s Energy
Efficiency & Utilization, Economic & Rate Research, Regulatory Case Management, and
Regulatory Accounting departments and their associated missions.

In January 2014, I began my employment with Xcel Energy as Regional Vice
President — Rates and Regulatory Affairs for Southwestern Public Service Company
(“SPS”). In March 2017, I became Director — Regulatory and Pricing Analysis for SPS.

My responsibilities included:
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e developing and implementing SPS’s regulatory program to ensure SPS fulfilled all
legal and regulatory requirements of the PUCT, the New Mexico Public Regulation
Commission (“NMPRC”), and the Federal Energy Regulatory Commission (“FERC”);

e directing the development and execution of all regulatory case filings before state
commissions and the FERC;

e leading regulatory activities to establish and maintain state and federal commission
relationships and overseeing the administration of regulatory rules and procedures; and

e directing the cost allocation and pricing functions for SPS.

In October 2020, I left SPS and began working as a principal and consultant with

Integrity Power Consulting.

HAVE YOU TESTIFIED BEFORE THIS REGULATORY COMMISSION OR

ANY OTHER REGULATORY AUTHORITIES?

Yes. I have testified in numerous cases or dockets and on a variety of subjects before the

PUCT, the NMPRC, the Georgia Public Service Commission, and the Oklahoma

Corporation Commission. I have also submitted testimony before the FERC. A list of

prior cases in which I submitted testimony is provided in Attachment EDE-1.

1L PURPOSE AND SCOPE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR RESPONSIVE TESTIMONY IN THIS
PROCEEDING?
In this case, I will address the following issues with EPE’s filed application:

e Jurisdictional cost allocation;
e Texas retail class cost allocation;
e Revenue increase distribution; and

e Rate design.
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PLEASE SUMMARIZE YOUR RECOMMENDATIONS IN THE AREAS LISTED
ABOVE.
In this testimony, I recommend:

e Modification of the adjustments EPE made to its jurisdictional and Texas retail
production demand allocation factors to reflect capacity supplied by dedicated
company-owned solar facilities or solar Purchase Power Agreements (“PPAs”) to
adjust for EPE’s planning reserve margin of 15%;

o EPE’s entire demand-related production plant in service, including that associated with
peaking units, should be allocated among jurisdictions and among Texas retail
customer classes based on the Four Coincident Peak-Average and Excess (“4CP-
A&E”) allocation method,

e Correction of an error in the Production 12CP jurisdictional and Texas retail class
allocation factors EPE used for the allocation of FERC Account No. 556 — System
Control and Load Dispatching Expense;

e The energy consumed by interruptible loads should be included in the EIENERGY
allocator;

e The allocation of secondary lines, poles and fixtures, underground conduit and
transformers should be allocated among Texas retail classes based on Maximum Class
Demand (“MCD”), instead of Non-Coincident Peak (“NCP”) demands;

e FERC Account No. 904 — Uncollectible Accounts Expense should be allocated on sales
revenues among all Texas retail customer classes;

e Application of moderation to the distribution of the Texas jurisdictional base rate
increase in this rate case such that no class is assigned a base rate increase that is more
than 1.5 times the Texas retail average base rate increase, and no class is assigned an
increase that is less than half the Texas retail average base rate increase;

e Not increasing the monthly customer charge for the Residential Service rate;
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e Rejecting EPE’s proposed modifications to reduce the summer months to four months,
and to double the price differential between summer and non-summer months for
Residential Service and Small General Service customers; and

e Rejecting EPE’s proposal to double the price differential between the charges applied

to the first and second summer energy blocks for Residential Service.

IF YOU DO NOT ADDRESS AN ISSUE OR POSITION ON ANY ISSUE IN YOUR
TESTIMONY, SHOULD THAT BE INTERPRETED AS SUPPORTING THE
COMPANY’S POSITION ON THAT ISSUE?

No. Any cost or adjustment included in EPE’s Rate Filing Package (“RFP”), application,
or update to the application that is not addressed in my testimony does not indicate my

acquiescence to EPE’s proposed cost or adjustment.

II1.  JURISDICTIONAL COST ALLOCATION

PLEASE IDENTIFY THE JURISDICTIONAL COST ALLOCATION ISSUES
YOU WILL ADDRESS IN THIS SECTION OF YOUR TESTIMONY.
In this section, I will discuss the following:

e The need to modify EPE’s adjustments to its jurisdictional production demand
allocation factors to reflect capacity supplied by dedicated company-owned solar
facilities or solar PPAs to reflect EPE’s planning reserve margin of 15%;

e EPE’s change to the load factor used in EPE’s calculation of the 4CP-A&E allocator
used to allocate production plant and related costs among jurisdictions;

e EPE’s proposal to divide production plant into peaking and non-peaking plants for cost

allocation purposes;
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e An error in the Production 12 Coincident Peak (“12CP”) jurisdictional allocation
factors EPE used to allocate FERC Account No. 556 — System Control and Load
Dispatching Expense among jurisdictions; and

e The illustrative results of the jurisdictional cost allocation study using accounting
adjustments and capitalization provided by OPUC witness, Constance T. Cannady and

EPE’s requested ROE of 10.30%.
a. Solar Generation Capacity Adjustment to Jurisdictional Allocation Factors

PLEASE DISCUSS THE ADJUSTMENTS EPE MADE TO ITS JURISDICTIONAL
PRODUCTION DEMAND ALLOCATION FACTORS FOR DEDICATED SOLAR
GENERATION.

EPE identified the generation from solar resources, both EPE-owned facilities and solar
PPAs, that were built or acquired to serve a specific jurisdiction's customers.! EPE directly
assigned the capacity and energy supplied to the relevant jurisdiction.? EPE then removed
the capacity and energy supplied by these resources from the retail customers energy and
production demands used in the jurisdictional allocators.?

PLEASE EXPLAIN THE MODIFICATION YOU PROPOSE TO EPE’S
JURISDICTIONAL DEMAND ALLOCATION FACTORS.

In EPE’s adjustment to its jurisdictional and class demand allocation factors for the
capacity supplied by these dedicated solar resources, it failed to account for the fact that

EPE maintains al5% planning reserve requirement.* This planning reserve requirement

! Direct Testimony of George Novela at 7:15-18.

2 Id at7:19-21

3 1d at7:13-28.

4 Direct Testimony of David C. Hawkins, Exhibit DCH-2, page 1.
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means that EPE’s capacity planning policy requires EPE to plan its future capacity to
ensure that it maintains sufficient capacity to serve EPE’s firm load plus 15% planning
reserves. Therefore, the capacity adjustment for dedicated solar resources to jurisdictional
demand allocation factors should be divided by 1.15 to correctly account for planning
reserve requirements. Attachment EDE-2 provides a comparison of the jurisdictional 4CP-
A&E, 4CP and 12CP production demand allocators under EPE’s filed calculation and those
same allocators after the calculations have been corrected to reflect the impact of EPE’s
15% planning reserve margin on the dedicated solar resource adjustment.
WHAT IS A PLANNING RESERVE MARGIN?
In Docket No. 50277°, Mr. Omar Gallegos filed testimony on behalf of EPE and provided
EPE’s definition. In his direct testimony he stated:
“A reserve margin is that amount of firm resources above the projected peak
load required to sustain overall system reliability in excess of projected
annual firm demand, given the utility's obligation to serve. Utilities must
maintain a positive reserve margin to help ensure service can continue upon
the occurrence of events such as forced outages during peak times and
unexpected increases in demand often due to extremely hot summer

conditions. The minimum amount of planning reserves is determined by the
utility's reserve margin criteria.”®

WHAT IS YOUR RECOMMENDATION RELATED TO THE MODIFICATION
OF THE SOLAR GENERATION CAPACITY ADJUSTMENT FOR PLANNING

RESERVES?

5 Application of El Paso Electric Company to Amend its Certificate of Convenience and Necessity for an

Additional Generating Unit at the Newman Generating Station in El Paso County and The City of EIl Paso, Docket
No. 50277 (Nov. 22, 2019).

6 Docket No. 50277, Direct Testimony of Omar Gallegos at 8:27 — 9:2.
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I recommend the 4CP-A&E, 12CP and all other production demand allocators used to
allocate EPE’s production demand costs reflect the 15% planning reserve modification to
the solar generation capacity adjustment. These corrected jurisdictional allocators are

shown on Attachment EDE-2.
b. EPE’s Change to the Calculation of the 4CP-A&E Allocator

WHAT CHANGE IS EPE PROPOSING TO THE CALCULATION OF ITS 4CP-
A&E ALLOCATOR?

EPE made one significant change to the calculation of its 4CP-A&E allocator that differs
from the methodology EPE used in its last base rate case, Docket No. 46831.7 EPE
changed the load factor used in the calculation of the 4 Coincident Peak-Average and
Excess allocators from a load factor calculated using a single highest coincident peak load
(“1CP”) to use a load factor based on the four peak months (June-September).® EPE stated
this modification will make the calculation consistent with the calculation of the 4CP-A&E
allocator for EPE’s regulatory filings in its New Mexico Jurisdiction.” In addition, this
approach is consistent with the calculations EPE used in their filed Texas rate cases prior
to their last rate case, Docket No. 46831.1°

WHAT REASON DID EPE PROVIDE FOR MAKING THE CHANGE TO THE

CALCULATION?

" Application of El Paso Electric Company to Change Rates, Docket No. 46831 (Feb. 3, 20217).
& Direct Testimony of George Novela at 7:30 — 8:12.

o Ibid.

19 7d at 8:14 — 9:3.
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In his direct testimony discussing this issue, EPE Witness Mr. George Novela argued that
use of a 1CP load factor in the calculation of the 4CP-A&E allocation factor instead of the
average of the 4CP months peaks is not consistent with the purpose of the allocation
factor.!! He also discussed that the system load factor employed to derive the proportions
of average demand versus peak demand should be consistent with the associated
allocation.!> Mr. Novela also argued that since the 4CP demand is used to calculate the
"excess demand," the same 4CP demand should be employed to calculate system annual
load factor. In addition, Mr. Novela states that using 4CP avoids any anomaly that could
result from an unexpectedly high single peak hour.!?

DO YOU AGREE WITH EPE’S PROPOSED MODIFICATION TO THE
CALCULATION OF ITS 4CP-A&E PRODUCTION ALLOCATOR?

Yes, I agree with EPE. The use of a 1CP to calculate the load factor is inconsistent with
the use of 4CP demands in the 4CP-A&E. It also unreasonably reduces the impact of the
average demand, or “energy” component of this allocation method and unreasonably
increases the portion of costs allocated based upon excess demands. Attachment EDE-3
contains a comparison of EPE’s proposed method for calculating the 4CP-A&E to a 4CP-
A&E calculated using a 1CP load factor and to a simple 4CP production allocator, which
does not have any average demand or energy component. This comparison shows that the
use of a 1CP load factor causes the allocation to the Texas retail jurisdiction to be 0.19%

greater than using EPE’s 4CP load factor-based calculation for the 4CP-A&E. It also

1 Jd at9:6 - 8.
12 Jd at 9:9 —11.
13 Jd at9:11 - 15.
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shows that a 1CP load factor-based 4CP-A&E also allocates 0.22% more production costs
to the Texas retail jurisdiction than a straight 4CP production allocator. Therefore, using
EPE’s proposed modification causes less production costs to be allocated to the Texas retail
jurisdiction.

Dividing Production Plant into Peaking and Non-Peaking Plant for Cost Allocation

WHAT IS EPE’S PROPOSAL CONCERNING DIVIDING PRODUCTION PLANT
INTO PEAKING AND NON-PEAKING PLANT FOR COST ALLOCATION
PURPOSES?

EPE is proposing to divide its production plant into non-peaking and peaking plant for cost
allocation purposes.!* EPE proposes to use the 4CP-A&E methodology for allocating
jurisdictional demand-related expenses of non-peaking generation facilities and to use a
straight 4CP methodology for allocating jurisdictional demand-related costs of peaking
generation facilities.!> This is the first rate case in which EPE split its production plant
into peaking and non-peaking facilities and allocated the two pieces among jurisdictions
on two different allocation methods. In previous rate cases EPE allocated all demand-
related production costs among its jurisdictions based on the 4CP-A&E method. !
WHAT IS THE BASIS FOR EPE’S PROPOSAL TO SPLIT ITS PRODUCTION
PLANTS INTO PEAKING AND NON-PEAKING PLANTS FOR COST

ALLOCATION PURPOSES?

14 Direct Testimony of Adrian Hernandez at 9:21-26.
15 Ibid.
16 1d. at 10:12 - 17.
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EPE’s cost allocation witness, Mr. Adrian Hernandez, stated in his direct testimony:

“EPE's generation facilities are a mix of non-peaking and peaking units. The
peaking units were primarily designed to be ramped up and down as needed
to meet load fluctuations, especially during peak summer hours. Unlike the
other units, these facilities are not designed to run for extended periods of
time. Therefore, the peaking units can be expected to be operating at high
load during the times of EPE's system peak and for load following, but not
necessarily during native system off-peak times (such as during the night).
As described earlier in my testimony, EPE's system peaks during the four
summer months of June through September.”!”

WHICH GENERATION FACILITIES DID EPE IDENTIFY AS PEAKING UNITS?
Mr. Hernandez identified the following generation facilities as peaking units:

e Montana Power Station Units 1 through 4;
e Rio Grande Generating Station Unit 9; and

e Copper Generating Station.!®

DOES THE DATA FILED BY EPE IN THIS CASE SUPPORT MR.
HERNANDEZ’S TESTIMONY?

No. Schedules H-12-2b and H-12.2b1 provide the monthly generation for each of EPE’s
natural gas-fired generating units for 2020 and the five previous calendar years. Those
schedules reveal that each of the six units generated a significant amount of energy during
the eight non-summer months for 2020 and previous years. Attachment EDE-4 identifies
the percentage of annual MWh generated by unit during the non-summer months and the
summer months for the calendar years of 2017 through 2020. The data provided in
Schedules H-12-2b and H-12-2b1 and in Attachment EDE-4 contradicts the statements

made in Mr. Hernandez’s testimony.

7" Direct Testimony of Adrian Hernandez at 10:19-31.
18 1d at 11:2-8.
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DOES THE HISTORICAL GENERATING DATA FILED BY EPE IN THIS CASE
SUPPORT ALLOCATING THE INVESTMENT IN “PEAKING PLANTS”
BETWEEN JURISDICTIONS DIFFERENTLY FROM THE OTHER EPE
GENERATING PLANT?

No. The six units that EPE identified as peaking plants generate a substantial amount of
energy during all months of the year and not just during the peak hours of the four summer
months. Therefore, it is not appropriate to allocate the costs for the six units on the 4CP in
EPE’s jurisdictional cost allocation. All production demand-related investment and
associated expenses should be allocated among jurisdictions based on the same, 4CP-A&E
method.

WHAT IS YOUR RECOMMENDATION CONCERNING THE DIVISION OF
EPE’S PRODUCTION PLANT INTO PEAKING AND NON-PEAKING UNITS
FOR JURISDICTIONAL COST ALLOCATION PURPOSES?

I recommend EPE’s production plant not be divided into peaking and non-peaking plants
for production demand cost allocation. I recommend that all of EPE’s production plant be

allocated among jurisdictions based upon the 4CP-A&E production demand allocator.

d. Error in EPE’s Production 12CP Jurisdictional Allocator

PLEASE DESCRIBE THE ERROR IN EPE’S PRODUCTION 12CP
ALLOCATOR?
In Mr. Hernandez’s testimony, he stated that the allocator “DPROD12” in the jurisdictional

cost of service model was a 12CP allocator and it was used to allocate system control and
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dispatch expenses.'” However, DPROD12 does not reflect EPE’s 12CP demands. Based
on a review of the EPE Regulatory Case Working Model (“EPE Working Model”)
provided by EPE in their filing and Attachment 2 to EPE’s response to the City of El Paso’s
(“CEP”) Fourth Request for Information (RFI) No. 4-6, it appears EPE inadvertently used
information from a column entitled “12CP-A&E” instead of 12CP for the allocator
DPROD12. The Texas jurisdictional allocation shown in the “Allocation Factor” tab of
the EPE Working Model indicates the DRPOD12 allocates 81.536% of costs to the Texas
retail jurisdiction. However, Attachment 2 to the response to CEP RFI No. 4-6 indicates
that only 80.6165%, or 0.92% less should be allocated to the Texas retail jurisdiction, based
upon EPE’s filed allocators.

WHAT IS YOUR RECOMMENDATION ON THIS ISSUE?

I recommend the DPRODI12 allocator be corrected to reflect the 12CP jurisdictional
demands. The 12CP jurisdictional demands should also be modified to reflect the 15%
planning reserve adjustment to jurisdictionally dedicated solar resources that I discussed

previously.

IV.  TEXAS RETAIL CLASS COST ALLOCATION ISSUES

WHAT ISSUES WILL YOU DISCUSS RELATED TO EPE’S ALLOCATION OF
COSTS AMONG THE TEXAS RETAIL CUSTOMER CLASSES?

In this section, I will discuss the following:

Y Id at 13:5 - 14.
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e The modification of EPE’s adjustments to its Texas retail class production demand
allocation factors to reflect capacity supplied by dedicated company-owned solar
facilities or solar PPA to adjust for EPE’s planning reserve margin of 15%;

e EPE’s change to the load factor used in EPE’s calculation of the 4CP-A&E allocator
used to allocate production plant and related costs;

e EPE’s proposal to divide production plant into peaking and non-peaking plants for cost
allocation purposes;

e An error in EPE’s Production 12CP Texas retail allocation factors the Company used
to allocate FERC Account No. 556 — System Control and Load Dispatching Expense
among jurisdictions;

e The exclusion of energy consumption for interruptible loads in the E1Energy allocator;

e The allocation of secondary distribution lines and transformers on NCP demands; and

e The allocation of Account 904 — Uncollectible Accounts Expense among customer

classes.
a. Solar Generation Capacity Adjustment to Production Allocation Factors

PLEASE DISCUSS THE ADJUSTMENTS EPE MADE TO ITS TEXAS RETAIL
CLASS PRODUCTION DEMAND ALLOCATION FACTORS FOR DEDICATED
SOLAR GENERATION.

As 1 discussed in the Jurisdictional Cost Allocation section of this testimony, EPE
identified the generation from solar resources, both EPE-owned facilities and solar PPAs,
that were built or acquired to serve a specific jurisdiction's customers. EPE directly
assigned the capacity and energy supplied to the relevant jurisdiction. EPE then removed
the capacity and energy supplied by these resources from the retail customers energy and

production demands used in the jurisdictional allocators.
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ARE YOU PROPOSING A COMPARABLE ADJUSTMENT TO EPE’S TEXAS
RETAIL CLASS PRODUCTION DEMAND ALLOCATION FACTORS AS YOU
DID TO EPE’S JURISDICTIONAL DEMAND ALLOCATION FACTORS?

Yes. Consistent with the modification to the jurisdictional production demand allocation
factors, the adjustment to customer class production demand allocation factors for the
dedicated solar resources should be adjusted to reflect EPE’s 15% planning reserve
requirement. Attachment EDE-6-5 provides a comparison of the 4CP-A&E, 4CP and 12CP
production demand allocators by customer class and jurisdiction under EPE’s filed
calculation and those same allocators after the calculations have been corrected to reflect
the impact of EPE’s 15% planning reserve margin on the dedicated solar resources
adjustment. Attachment EDE-6-5 also provides my recommended 4CP-A&E, 4CP and
12CP production demand allocation factors by jurisdiction and by Texas retail customer

class.

b. EPE’s Change to the Calculation of the 4CP-A&E Allocator

IS EPE’S PROPOSED CHANGE TO THE CALCULATION OF ITS 4CP-A&E
ALLOCATOR FOR THE CLASS COST ALLOCATION STUDY CONSISTENT
WITH THE CHANGE IT PROPOSED FOR THE JURISDICTIONAL COST
STUDY?

Yes, it is. EPE proposes to change the load factor used in the calculation of the 4
Coincident Peak-Average and Excess allocators from a load factor calculated using a single

highest coincident peak load to use a load factor based on the four peak months (June-
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September). This approach is consistent with the calculations EPE used in their filed Texas
rate cases prior to their last rate case, Docket No. 46831.%

WHAT REASON DID EPE PROVIDE FOR MAKING THE CHANGE TO THE
CALCULATION?

In his direct testimony discussing this issue, EPE Witness Mr. Novela argued that use of a
1CP load factor in the calculation of the 4CP-A&E allocation factor instead of the average
of the 4CP months peaks is not consistent with the purpose of the allocation factor?!. He
also discussed that the system load factor employed to derive the proportions of average
demand versus peak demand should be consistent with the associated allocation??. Since
the 4CP demand is used to calculate the "excess demand," the same 4CP demand should
be employed to calculate system annual load factor. In addition, using 4CP avoids any
anomaly that could result from an unexpectedly high single peak hour.?

DO YOU AGREE WITH EPE’S PROPOSED MODIFICATION TO THE
CALCULATION OF ITS 4CP-A&E PRODUCTION ALLOCATOR FOR ITS
CLASS COST ALLOCATION STUDY?

Yes, I agree with EPE. The use of four coincident peaks to calculate the load factor is
consistent with the use of 4CP demands in the 4CP-A&E. In addition, the use of a 1CP to

calculate the load factor unreasonably reduces the impact of the average demand, or

“energy” component of the customer classes and unreasonably increases the portion of

2 Id. at 8:14 — 9:3.
21 Id. at 9:6-8.

2 Id at9:9-11.
B Id at9:5-14.
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costs allocated among customer classes based upon peak or excess demands. Irecommend
this proposed modification to calculation of the 4CP-A&E production allocation be

approved.
Dividing Production Plant into Peaking and Non-Peaking Plant for Cost Allocation

IS EPE PROPOSING TO DIVIDE PRODUCTION PLANT INTO PEAKING AND
NON-PEAKING PLANT FOR CLASS COST ALLOCATION PURPOSES
CONSISTENT WITH THEIR PROPOSAL FOR JURISDICTIONAL COST
ALLOCATION?

Yes. EPE is proposing to divide its production plant into non-peaking and peaking plant
for customer class cost allocation purposes, consistent with their proposal for jurisdictional
cost allocation purposes. EPE proposes to use the 4CP-A&E methodology for allocating
jurisdictional demand related expenses of non-peaking generation facilities and to use a
straight 4CP methodology for allocating jurisdictional demand-related costs of peaking
generation facilities. As I discussed in the Jurisdictional Cost Allocation section of this
testimony, the data provided in EPE’s filed Schedules H-12-2b and H-12-2b1 contradicts
Mr. Hernandez’s assertion that the units he identified as peaking generating facilities are
not expected to operate during native system off-peak times.?* Attachment EDE-4
identifies the percentage of annual MWh generated by unit during the non-summer months
and the summer months for the calendar years of 2017 through 2020 based on data provided

in Schedules H-12-2b and H-12-2b1. This data clearly shows that the units that Mr.

M Id. at10:19 - 31,
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Hernandez identified as peaking units generate a substantial amount of MWh during the
non-summer months.

WHAT IS YOUR RECOMMENDATION CONCERNING THIS ISSUE?

I recommend EPE’s production plant not be divided into peaking and non-peaking plants
for production demand cost allocation. I recommend that all of EPE’s production plant be
allocated among Texas retail customer classes based upon the 4CP-A&E production

demand allocator.

d. Error in EPE’s Production 12CP Allocator

DID EPE MAKE THE SAME ERROR IN ITS PRODUCTION 12CP ALLOCATOR
IN THE CUSTOMER CLASS COST STUDY AS IT DID IN THE
JURISDICTIONAL COST STUDY?

Yes. DPRODI12 does not reflect EPE’s 12CP demands. Based on a review of the EPE
Regulatory Case Working Model (“EPE Working Model”) provided by EPE in their filing
and Attachment 2 to EPE’s response to the CEP RFI No. 4-6, it appears EPE inadvertently
used information from a column entitled “12CP-A&E” instead of 12CP for the allocator
DPRODI12. In his testimony, Mr. Hernandez identified the DPROD12 allocator as a 12CP
allocator.

WHAT IS YOUR RECOMMENDATION ON THIS ISSUE?

I recommend the DPROD12 allocator be corrected to reflect the 12CP allocation. The

12CP allocator by customer class is shown in Attachment EDE-65.

2 Id. at 23:29.
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e. Exclusion of Energy Sales to Interruptible Loads in EIENERGY Allocator

DISCUSS THE ISSUE SURROUNDING THE EXCLUSION OF ENERGY SALES
TO INTERRUPTIBLE LOADS FROM THE E1ENERGY ALLOCATOR.
Mr. Hernandez stated in his direct testimony that “EPE witness Novela develops the
E1ENERGY allocator using kWh at supply excluding non-firm (interruptible) kWh.”%® In
addition, in response to the CEP RFI No. 9-28, which is provided as Attachment EDE-7-6
to this testimony, Mr. Hernandez explained his justification for excluding the interruptible
kWh from the EIENERGY allocator. Mr. Hernandez stated:
“The EIENERGY allocator is used to allocate energy-related generation
operation and maintenance (“O&M”) expenses in the cost of service. Since
the results of these allocations in the cost of service are used to determine
EPE’s firm base rates, then non-firm kWh should not be included in
allocating O&M production expenses. Therefore, just like non-interruptible
customers, interruptible customers receive the same treatment by using only

their firm kWh in determining the production O&M costs included in their
firm base rates.” %’

IS MR. HERNANDEZ'’S JUSTIFICATION FOR EXCLUDING INTERRUPTIBLE
kWh FROM E1ENERGY REASONABLE?

No, it is not. Mr. Hernandez’s approach shifts the responsibility for non-fuel, energy-
related generation O&M entirely onto firm customers and causes Residential Service and
other firm customers to subsidize the interruptible sales. The non-fuel, energy-related

generation O&M costs are associated with operating and maintaining EPE’s generation

% Id at 14:1-2.
27 El Paso Electric Company’s Response to CEP’s Ninth Request for Information, Question CEP 9-28.
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resources that serve both firm and interruptible load. It is not appropriate to force firm
customers to bear the entirety of these costs.

WHAT IS YOUR RECOMMENDATION TO CORRECT THIS ISSUE?

I recommend that the energy charge for interruptible service be increased to reflect the
portion of these generation O&M expenses and all other associated costs that would be
allocated to the interruptible energy if they were treated as a separate class. In addition,
the associated incremental interruptible revenue should be credited to firm customers and
allocated based upon the EIENERGY allocator.

An alternative approach would be to simply assign the interruptible energy to the
customer classes under which the interruptible customers receive firm service. This
alternative approach would protect customer classes that only have firm service customers
from subsidizing the energy-related costs of interruptible loads. However, it would cause
firm customers in those classes to bear a portion of the energy-related costs associated with
the customers whose firm service is reflected in those classes, but also have interruptible

loads.
f. Allocation of Secondary Lines and Transformers on NCP Demands

PLEASE DESCRIBE THE ISSUE RELATED TO THE ALLOCATION OF
SECONDARY LINES AND TRANSFORMERS.
EPE proposes to allocate the investment in secondary overhead and underground lines and

secondary line transformers based on the annual NCP demands for each customer class.?®

2 Direct Testimony of Adrian Hernandez at 20:24-28.
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This affects the portion of the following FERC Distribution Plant Accounts that provide
service at secondary voltages:

e 364 —Poles, Towers and Fixtures;

e 365 - Overhead Conductor and Devices;

e 366 - Underground Conduit;

e 367 — Underground Conductors and Devices; and

368 Line Transformers.

WHAT ARE NCP DEMANDS?

NCP represents the summation of the maximum loads of each customer within a rate class,
independent of the class peak or system peak. As aresult, the NCP is the sum of maximum
demand of each customer within a class, without respect to when it occurs. An NCP
demand allocator assumes that for each customer class, every customer’s peak demand
occurs at the exact same time, even though it did not occur. It is virtually impossible that
all customers would ever peak at the same time for most customer classes that have more
than a few customers.

WHAT JUSTIFICATION DID EPE STATE FOR THEIR PROPOSAL?

In his filed testimony in this case, Mr. Hernandez’s only statement supporting the use of
the NCP demand allocation method for secondary lines and line transformers was, “This
method allocates costs to serve customers based on their diversity at the more localized
secondary distribution system.”  However, Mr. Hernandez’s statement is contradicted

by the fact that an NCP demand allocator assumes that each customer’s maximum demand

¥ Id at21:12 - 14.
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occurs at the same time and ignores the fact that they actually occur at diverse times
throughout the month.

DO ELECTRIC UTILITIES TYPICALLY PLAN AND DESIGN SECONDARY
DISTRIBUTION FACILITIES ASSUMING THAT EVERY CUSTOMER’S
MAXIMUM DEMAND OCCURS AT THE SAME TIME?

No. Electric utility distribution planners design secondary distribution facilities that serve
multiple customers based on the knowledge that customers’ maximum demands occur at
diverse times. Therefore, the total peak load of secondary facilities that serve multiple
customers are typically sized to serve less than the sum of the maximum demands for each
customer that is served by those facilities.

This is as true for EPE’s distribution planners as it is for all other electric utilities.
Attachment EDE-8-7 contains EPE’s response to OPUC’s RFI No. 5-10 from Docket No.
44941.3° This response contains documents that describe how EPE incorporates the fact
that customers served by secondary lines and line transformers have maximum demands
that occur at diverse times. Therefore, EPE plans and designs its secondary lines and
transformers that serve multiple customers expecting that the peak demand on those
facilities will be less than the sum of the maximum demands for the customers served by
those facilities. This is clearly reflected in the Diversified Demand Chart for Residences
provided on page 2 of Attachment EDE-87. This chart indicates that EPE plans its
distribution assuming approximately a 40% reduction from the summed NCP demands for

residences if 5 customers are served from a secondary line or transformer, approximately

3 Application of El Paso Electric Company to Change Rates, Docket No. 44941 (Aug. 10, 2015).
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a 50% reduction if 10 customers are served, and approximately a 60% reduction if 15
customers are served from a secondary line or transformer.

HAVE YOU ANALYZED THE DIVERSITY OF DEMANDS FOR SECONDARY
VOLTAGE CUSTOMERS BASED ON INFORMATION FILED BY EPE IN THIS
DOCKET?

Yes. Attachment EDE-9-8 contains a comparison of MCD, NCP, and the MCD to NCP
diversity factor for each secondary voltage customer class. Attachment EDE-9-8 reveals
that Residential Service has a 174.46% MCD to NCP diversity factor and Water Heating
Service has a 224.68% diversity factor, both of which are significantly higher than the
average of 155.51%.

WHAT ALLOCATION METHOD DO THE OTHER THREE FULLY-
INTEGRATED ELECTRIC UTILITIES IN TEXAS USE TO ALLOCATE
SECONDARY LINES AND TRANSFORMERS?

All three of the other fully-integrated electric utilities in Texas use MCD to allocate
secondary lines and transformers to some extent. In their current rate cases, Docket Nos.
51415 and 51802, Southwestern Electric Power Company (‘SWEPCO”)3! and SPS,*?
respectively, use the equivalent of MCD to allocate secondary lines and transformers. The
use of MCD demands to allocate secondary lines and transformers is not a disputed issue
in either of their current rate cases and they have used MCD to allocate this investment in

their previous rate cases. In Entergy Texas’s most recent base rate case, Docket No. 48371,

31 Direct Testimony of John O. Aaron at 18:15 — 23 (Docket No. 51415).
32 Direct Testimony of Richard M. Luth at 40:16 — 41:6 (Docket No. 51802).
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they used a cost allocation method based on 50% MCD and 50% NCP demands to allocate
secondary lines and transformers.*?

WHAT ALLOCATION METHOD WOULD MORE ACCURATELY REFLECT
THE DIVERSITY IN CUSTOMER MAXIMUM DEMANDS THAT EPE’S
DISTRIBUTION PLANNERS CONSIDER IN THEIR PLANNING AND DESIGN
OF SECONDARY DISTRIBUTION FACILITIES?

The MCD allocation method would more accurately reflect the diversity in maximum
demands considered by EPE’s distribution planners when they are planning and designing
the secondary distribution system. Due to the fundamental principle that the allocation of
costs should follow cost causation, the allocation of secondary distribution facilities on
MCD-based allocators matches the factors that are considered when those facilities are
constructed and placed into service. Therefore, I recommend that secondary lines, line
transformers, and associated costs be allocated among customer classes that are served at
secondary voltages based upon MCD-based demand allocators instead of EPE’s proposal

to allocate using NCP-based demand allocators.
g. Allocation of Uncollectible Accounts Expense

PLEASE DISCUSS EPE’S PROPOSED ALLOCATION OF FERC ACCOUNT NO.
904 - UNCOLLECTIBLE ACCOUNTS EXPENSE.
In this case, EPE is proposing to allocate Account 904 - Uncollectible Accounts Expense,

to some but not all Texas retail classes based upon present sales revenues for those

* Direct Testimony of R. Phillip Griffin at 16:17 — 27 (Docket No. 48371).
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classes.>* Mr. Hernandez states, “Account No. 904 - Uncollectible Accounts expenses are
assigned based on the firm base and fuel revenues of each rate class, except for those rate
classes that are not subject to account write-offs such as governmental customers or
Commercial and Industrial (“C&I”) Large customers.”* This is a change from the EPE’s
allocation of the Uncollectible Accounts Expense in Docket No. 46831, EPE’s last base
rate case. In that case, EPE only proposed to exclude governmental customers.>

WHAT JUSTIFICATION DID MR. HERNANDEZ PROVIDE FOR USING THIS
ALLOCATION METHOD?

Mr. Hernandez stated, “EPE's allocation of uncollectible expense takes guidance from the
Company's accounts receivable aging schedule to estimate bad debts. EPE recently
changed their policy to exclude C&I Large customers from the aging schedule. Therefore,
EPE's allocation of uncollectible expense will exclude both Other Public Authority and
C&I Large customers.”3’

DO YOU AGREE WITH EPE’S PROPOSED METHOD FOR ALLOCATING
UNCOLLECTIBLE ACCOUNTS EXPENSE?

No. These Uncollectible Accounts costs cannot be specifically associated with any group
of paying customers. These are cost associated with customers who are no longer known

to be served by EPE. Therefore, it is not appropriate to allocate the costs associated with

customers who are no longer EPE customers specifically to the paying customers in the

3 Direct Testimony of Adrian Hernandez at 15:10 — 13.
3 Id. at 24:28-31.

3% Id. at 15:15-21.

37 Ibid. at 15:15-21.
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classes under which they were formerly served. These costs are no more the responsibility
of the paying customers in their former rate classes than it is customers in any other rate
classes. Therefore, these costs should be considered as system costs and be recovered from
all customer classes in proportion to sales revenues.

HAS THE COMMISSION ADDRESSED THE ALLOCATION OF
UNCOLLECTIBLE ACCOUNTS EXPENSE IN OTHER RATE CASES?

Yes. The Commission specifically addressed this issue in SPS’s 2015 rate case, Docket
No. 43695. Finding of Facts 310 and 311 of the Commission’s Order on Rehearing in
Docket No. 43695 directly addressed this issue. Those Finding of Facts state:

310.  SPS reasonably allocated Uncollectible Account expense in FERC

Account 904 on the basis of present base rate sales by class.

311.  Uncollectible expenses are caused by non-paying customers, and the
current customers in a particular class are not the cause of

uncollectible expense created by other members of that class.>®

WHAT IS YOUR RECOMMENDATION?

I recommend EPE’s proposed change be rejected in favor of allocating the Uncollectible
Accounts Expense to all Texas retail customer classes based on sales revenues, which is
consistent with the Commission’s clearly stated precedent. EPE has not provided any
reasonable justification for its proposed change, and EPE cannot support their allocation
of these costs to all rate classes, except Other Public Authority and C&I Large customer

classes.

3 Application of Southwestern Public Service Company for Authority to Change Rates, Docket No. 43695,

Order on Rehearing at FOF Nos. 310 and 311 (Feb. 23, 2016).
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V. REVENUE INCREASE DISTRIBUTION

WHAT CONCERNS ARE YOU ADDRESSING RELATIVE TO REVENUE
INCREASE DISTRIBUTION?

In this section, I encourage the Commission to incorporate moderation in the movement of
customer classes to equal rates of return as base rate increases are assigned to customer
classes. The test-year, calendar year 2020, was an unusual year. The pandemic
significantly impacted EPE’s loads and the usage characteristics of customer classes in
diverse ways.

WHAT IS EPE’S PROPOSAL FOR THE DISTRIBUTION OF THE REVENUE
INCREASE AMONG CUSTOMER CLASSES?

EPE proposed to modify the cost-based revenue requirements for the Residential Service,
Water Heating, Small General Service, General Service, and City/County rate groups>’.
EPE proposed to initially cap the allocated base revenue increase for the Residential and
Water Heating classes at 1.5 times the system average increase of 7.38%, or 11.07%%.
EPE also proposed to limit the base revenue reductions for the Small General Service,
General Service, and the City/County rate groups to 50% of the cost-based reduction from

EPE’s class cost of service at equalized rates of return.*! The remaining amount of the

¥ Direct Testimony of James Schichtl at 38:30 —39:4.
4 Direct Testimony of Manny Carrasco at 14:12 — 19.
4 Id at 14:25 - 26.
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revenue deficiency that is not recovered with these limits is then redistributed to all rate
groups, including the moderated groups.*?
WHAT RATIONALE DOES EPE PROVIDE FOR MODERATING THE
REVENUE INCREASE DISTRIBUTION IN THE MANNER THEY PROPOSED?
In the Direct Testimony of EPE witness Mr. James Shichtl, he states:
“While EPE’s preferred revenue allocation in this case is full cost of service,
the rate moderation proposed here reflects primarily the class sales
uncertainty created by the COVID 19 pandemic in 2020. The “moderated”
classes in EPE’s proposal are those which show the most variation in 2020
as a direct result of the pandemic and are likewise the most likely to see
changes in 2022 as conditions return to some degree of pre-pandemic levels.
EPE witness Novela discusses the observed sales impacts in his testimony.
These changes during 2020 impact the allocation factors employed by EPE
witness Hernandez in the class cost of service analysis and, as he notes,

result in some significant reallocation of costs between rate classes unlike
studies from previous rate cases.”*

DO YOU AGREE WITH EPE’S PROPOSED REVENUE DISTRIBUTION?

No. I agree with their underlying principle of moderating the base revenue increases due
to the impact of COVID-19 on load characteristics for customer classes during the
historical test-year of 2020 and the uncertainty of sales by customer class created by the
COVID-19 pandemic. However, I do not believe moderation of significant rate changes
should be limited to only a few customer classes. Also, any under-recovered amounts from
the initial application of the revenue increase maximum and minimums in the revenue
distribution should not cause classes that have been assigned the maximum percentage base

rate increase to exceed the established maximum base revenue increase percentage.

“2 Direct Testimony of James Schichtl at 38:28 — 39:7.
B Id. at 39:9-21.
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Likewise, any over-recovered amounts that result from the initial application of the revenue
increase maximum and minimums in the revenue distribution should not cause classes that
have been assigned the minimum percentage base rate increase to drop below the
established minimum base revenue increase percentage.

DO YOU AGREE WITH EPE’S ASSUMPTION THAT THE IMPACTS OF THE
PANDEMIC ONLY AFFECTED A FEW CUSTOMER CLASSES?

No, I do not agree. In addition, Mr. Novela stated, “The COVID-19 pandemic resulted in
a shift in usage patterns over the test year due to business and government office closures
and employees working from home as opposed to the office. This phenomena (sic) drove
significant increased usage from residential customers and a significant reduction in usage
from the commercial and city/county customers.”* These significant changes in usage
patterns and usage levels will have a comparable impact on demand and energy allocators,
which will impact all customer classes.

HAVE YOU COMPARED THE TEST-YEAR USAGE LEVELS FOR THE
CUSTOMER CLASSES TO THE USAGE LEVELS FROM PREVIOUS YEARS?
Yes. Attachment EDE-13 provides a comparison of the actual usage per customer, by
customer groups for 2020 to the usage per customer for those same groups during the most
recent five years of 2015 through 2019. This comparison clearly shows that only the
Residential Service and the Military Reservation Service classes experienced redueed
increased kWh per customer during 2020 compared to the five-year average and compared

to 2019. The Residential Service class experienced an 11.59% increase over the five-year

“ Direct Testimony of George Novela at 10:7-13.
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average and Military Reservation Service experienced a 4.82% increase over the five-year
average. Although the information is not available, it would be expected that 4CP
demands, 12CP and MCD demands would also be higher for those classes, particularly the
Residential Service class. In contrast, the Total Texas Retail jurisdiction experienced a
2.35% decline from the five-year average.

DID EPE ADJUST CUSTOMER CLASS USAGE LEVELS TO NORMALIZE FOR
THE IMPACT OF THE PANDEMIC?

No. Mr. Novela stated in his testimony that EPE did not make any adjustments to its
allocator methodology to account for any shifts in usage patterns.*> Also, in response to
OPUC RFI No. 1-4, Mr. Novela stated, “However, EPE did not make any adjustments to
test-year sales to normalize the impact of the COVID-19 pandemic.”*

WHAT IS YOUR RECOMMENDATION CONCERNING THE BASE REVENUE
INCREASE DISTRIBUTION AMONG CUSTOMER CLASSES?

I recommend the base revenue increase distribution among customer classes reflect
moderation. The moderated increases for rate classes should include a firm maximum
percentage increase and a firm minimum increase by rate class. Since EPE is requesting a
significant base rate increase, I do not recommend that any firm service rate class be

assigned a base rate decrease. I recommend the revenue decreases be developed so that no

firm service rate class be assigned an increase that is more than 150% of the Texas retail

% Id at 10:14-16.
% EPE’s Response to OPUC’s First Request for Information, Question OPUC 1-4.
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average base revenue increase percentage and no firm service class be assigned an increase
that is less than 50% of the Texas retail average base revenue increase percentage.
Q. DO YOU BELIEVE THIS MODERATION APPROACH IS CONSISTENT WITH

HISTORIC PRECEDENT?

A. Yes. In the past, the Commission has approved similar revenue distribution gradualism

approaches in several settled and litigated base rate cases for fully integrated electric

utilities.*’

VI. RATE DESIGN ISSUES

WHAT RATE DESIGN ISSUES WILL YOU ADDRESS IN THIS SECTION?
In this section, I will focus on EPE’s proposed rate design changes affecting:

e Schedule 01 — Residential Service, including Off-Peak Water Heating Service Rider;

and

2

e Schedule 02 — Small General Service, including Off-Peak Water Heating Service.
a. Schedule 01 — Residential Service

Q. WHAT ISSUES WILL YOU ADDRESS RELATIVE TO THE RESIDENTIAL
SERVICE RATE?
A. I'will address EPE’s following proposals that impact the standard Residential Service Rate

and the Off-Peak Water Heating Service rate:

4 Docket No. 40443, Order on Rehearing, FOF Nos. 287-290 (March 6, 2014) and Docket No. 46449, Order
on Rehearing, FOF No. 314 (March 19, 2018).
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¢ set the monthly Customer Charge to collect all the customer-related costs by increasing
the charge from $8.25 per month to $10.54 per month;*

e shorten the summer season from six months (May through October) to four months
(June through September);*

e double the current price differential between summer and non-summer Energy Charges
from $0.01 per kWh to $0.02 per kWh;>°

e double the current the price differential between the first and second blocks of the
summer Energy Charges from $0.005 per kWh to $0.01 per kWh;>! and

e increase the monthly Customer Charge by 89% from $2.56 to the full cost of $4.84 per
month.>?

WHAT CONCERNS DO YOU HAVE WITH EPE’S PROPOSED CHANGE TO

THE RESIDENTIAL SERVICE CUSTOMER CHARGE?

I am concerned that EPE’s proposed change is a 28% increase over the current monthly

Customer Charge. That alone is a significant increase that will have a greater impact on

Residential Service customers with low usage. EPE’s proposed increase should also be

considered in conjunction with the monthly AMS surcharge rate of $2.65 that EPE has

proposed in Docket No. 52040, EPE’s Application for Approval of Advanced Metering

System (AMS) Deployment Plan, AMS Surcharge, and Non-Standard Metering Service

Fees.”®> The combination of these two charges would be a $4.94 per month increase, or

* Direct Testimony of Manny Carrasco at 33:29 - 31.

¥ Id. at33:1-2.

0 Id. at 34:26 — 359,

S Id. at35:11-17.

2 Id. at 40:18 — 23.

3 Docket No. 52040, Application of El Paso Electric Company for Approval of Advanced Metering System

(AMS) Deployment Plan, AMS Surcharge, and Non-Standard Metering Service Fees, Attachment 3, page 1.
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60%, in the fixed monthly customer-related charges for EPE’s Residential Service
customers. That level of increase would have a significantly greater impact on low usage
customers than on higher usage customers.

WHAT IS YOUR RECOMMENDATION CONCERNING EPE’S PROPOSED
INCREASE TO THE RESIDENTIAL SERVICE CUSTOMER CHARGE?

I believe the monthly customer charge should remain at its current level of $8.25 per month
to enable customers, particularly low usage customers, to adjust to the impact of the AMS
Surcharge. However, at a maximum, if it is determined the monthly customer charge
should move towards full cost, the monthly customer charge should not be increased more
than the average base rate increase for the Residential Service class.

WHAT CONCERNS DO YOU HAVE WITH EPE’S PROPOSED REDUCTION OF
THE ON-PEAK PERIOD FROM SIX MONTHS TO FOUR MONTHS?

The reduction in the on-peak period from six months to four months should be considered
in conjunction with EPE’s proposal to double the summer to non-summer price differential
and their proposal to double the price differential between the first and second energy
blocks of the summer energy charges.”* The summer months are being reduced by 33%,
when the energy consumption for Residential Service customers decreases significantly
during the months of May and October compared to the remaining months of June through
September. Therefore, Residential customers will experience significantly higher bills

during the months of June through September.

* Direct Testimony of Manny Carrasco at 34:26 —35:17.
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WHAT IMPACT WILL THE CHANGE IN THE DEFINITION OF THE SUMMER
PERIOD HAVE ON RESIDENTIAL CUSTOMERS?

Most residential customers generally tend to be reactive, rather than proactive. By
eliminating May from the summer period, Residential customers will first experience the
significantly higher summer rates in their June bills and will experience a significantly
greater differential in their monthly bills from May to June. When May is included in the
summer rate period, customers will receive a higher May bill and can respond by better
managing their consumption in June, when their consumption will tend to increase
significantly.

In addition, because the October billing month is composed of September and
October usage, including October in the summer period will ensure that all consumption
for the four peak summer months of June through September is billed at the higher summer
energy charge.

WHAT ANALYSIS DID EPE PERFORM TO DETERMINE THE PROPOSED
CHANGES TO THE PRICE DIFFERENTIAL BETWEEN THE SUMMER AND
NON-SUMMER ENERGY CHARGE WAS REASONABLE AND COST-BASED?

In response to OPUC RFI No. 7-6, EPE stated, “The proposed increase in the price
differential between summer and non-summer charges for Residential Service rates was a

255

management decision not based on any calculations. Therefore, EPE’s proposed

increase in the price differential between summer and non-summer charges is not supported

3 EPE’s Response to OPUC RFI No. 7-6.
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by analysis, nor is it cost-based. It is essentially an aerial extraction. EPE’s response to
OPUC RFI No. 7-6 is provided as Attachment EDE-3689.

WHAT ANALYSIS DID EPE PERFORM TO DETERMINE THAT THE
PROPOSED CHANGES TO INCREASE THE PRICE DIFFERENTIAL
BETWEEN THE FIRST AND SECOND ENERGY BLOCK FOR THE
RESIDENTIAL SERVICE SUMMER ENERGY CHARGE WAS REASONABLE
AND COST-BASED?

In response to OPUC RFI No. 7-7, EPE stated, “The proposed increase in the price
differential between the first and second blocks of the summer energy charges for the
Residential Service rates was a management decision not based on any calculations.”>®
Therefore, EPE’s proposed price increase between the first and second summer energy
blocks is not supported by analysis nor is it cost-based. It is essentially an aerial extraction.
EPE’s response to OPUC RFI No. 7-7 is provided as Attachment EDE-10.

DID EPE PERFORM ANY CUSTOMER IMPACT ANALYSIS THAT
EVALUATES THE IMPACT OF EPE’S PROPOSED CHANGE IN THE
DEFINITION OF ITS SUMMER SEASON OR THE INCREASES IN THE PRICE
DIFFERENTIALS BETWEEN SUMMER AND NON-SUMMER ENERGY
CHARGES?

In EPE’s response to OPUC RFI No. 7-8, EPE stated, “El Paso Electric Company (“EPE”)
did not prepare any customer impact analyses that separately identifies or evaluates the

impact of EPE’s proposed change in the definition of summer season, the increase in the

% EPE’s Response to OPUC RFI No. 7-7.
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seasonal price differential, and increase in the price differential between the first and
second energy blocks for summer for the Residential Service rate.”>” EPE’s response to
OPUC RFI No. 7-8 is provided as Attachment EDE-11.

HAS EPE DEVELOPED ANY PLANS FOR COMMUNICATING WITH
RESIDENTIAL CUSTOMERS ABOUT ITS PROPOSED SIGNIFICANT
CHANGES TO THE SUMMER PERIOD AND SUMMER ENERGY CHARGES?
No. In response to discovery requesting any communication plans that EPE has developed
to fully inform customers of these significant changes, EPE stated, “El Paso Electric
Company (“EPE” or “Company”) has not to date developed communications for
Residential Service customers that would be used following Commission approval of
EPE’s rate proposals.”>® EPE’s response to OPUC RFINo. 7-11 is provided as Attachment
EDE-12.

WHAT IS YOUR RECOMMENDATION CONCERNING EPE’S PROPOSED
CHANGES TO ITS DEFINITION OF THE SUMMER PERIOD AND ITS
PROPOSED INCREASE IN THE PRICE DIFFERENTIALS FOR SUMMER
ENERGY CHARGES?

I recommend EPE’s proposal to reduce the summer period for the Residential Service rate
be rejected and the current definition of the months of May through October not be

changed.

57 EPE’s response to OPUC RFI NO. Question 7-8.
8 EPE’s response to OPUC RFI No. 7-11.
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I also recommend EPE’s proposal to double the price differential for the energy
charge for summer compared to non-summer months be rejected. EPE’s proposed change
was not based on any analysis or calculations. EPE has not provided any data that proves
the change is cost-based or reasonable.

Finally, I recommend EPE’s proposal to double the price differential for the energy
charge between the first and second summer energy blocks be rejected. EPE’s proposed
change was not based on any analysis or calculations. EPE has not provided any data that
proves the change is cost-based or reasonable. In addition, EPE has not prepared any plans
for fully communicating these significant changes to its Residential Service customers and
has not developed any customer service plans for Residential customers impacted by the
proposed significant changes to EPE’s summer energy charges.>’

PLEASE DISCUSS EPE’S PROPOSAL TO DRAMATICALLY INCREASE THE
CUSTOMER CHARGE FOR THE RESIDENTIAL SERVICE OFF-PEAK WATER
HEATING RIDER.

EPE is proposing to increase the monthly Customer Charge for the Residential Service Oft-
Peak Water Heating Rider by 89% from $2.56 to $4.84 per month.%® EPE’s rate design
witness, Mr. Manny Carrasco indicates that $4.84 is the full cost.®! However, Mr. Carrasco

provides no other testimony supporting this significant increase.

% EPE’s response to OPUC RFI No. 7-12.
% Direct Testimony of Manny Carrasco at 40:18 — 23,
61 Direct Testimony of Manny Carrasco at 40:18-23.
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WHAT IS YOUR RECOMMENDATION CONCERNING THE PROPOSED
INCREASE TO THE MONTHLY CUSTOMER CHARGE FOR THE OFF-PEAK
WATER HEATING RIDER?

I recommend that the increase in the customer charge be limited to 1.5 times the average
base rate increase for the Off-Peak Service Rider. That level of increase should move the

monthly customer charge significantly toward full cost.

b. Schedule 02 — Small General Service

WHAT ISSUES WILL YOU ADDRESS RELATIVE TO THE SMALL GENERAL
SERVICE RATE?
I will address EPE’s following proposals that impact the standard Small General Service

Rate and the Off-Peak Water Heating Service rate:

set the monthly Customer Charge to collect all the customer-related costs by increasing

the charge from $10.75 per month to $12.23 per month;®?

e shorten the summer season from six months (May through October) to four months
(June through September)®?;

e double the current price differential between summer and non-summer Energy Charges
from $0.01 per kWh to $0.02 per kWh;** and

e increase the monthly Customer Charge by 89% from $2.56 to the full cost of $4.84 per

month.®

62 Id at43:6 - 7.

63 Id at5 42: 12 — 13.
64 Id. at 43:13 — 18.
6 Id. at 44:28 — 31.
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Q. WHAT CONCERNS DO YOU HAVE WITH EPE’S PROPOSED CHANGE TO
THE GENERAL SERVICE CUSTOMER CHARGE?

A. EPE’s proposed change is a 14% increase over the current monthly Customer Charge.%°
That alone would not have a drastic impact on most Small General Service customers.
However, EPE’s proposed increase should be considered along with the monthly AMS
surcharge rate of $6.07 that EPE has proposed in Docket No. 52040.%7 The combination
of these two charges would be a $7.55 per month increase, or 70%, in the fixed monthly
customer-related charges for EPE’s Small General Service customers. That level of
increase would have a significantly greater impact on low usage customers than on higher
usage customers.

Q. WHAT IS YOUR RECOMMENDATION CONCERNING EPE’S PROPOSED
INCREASE TO THE SMALL GENERAL SERVICE CUSTOMER CHARGE?

A. I believe the increase to the monthly customer charge should be limited to half the amount
necessary to move the charge to full cost. This will better enable customers, particularly
lower usage Small General Service customers, to adjust to the impact of the AMS
Surcharge.

Q. WHAT CONCERNS DO YOU HAVE WITH EPE’S PROPOSED REDUCTION OF
THE ON-PEAK PERIOD FROM SIX MONTHS TO FOUR MONTHS?

A The reduction in the on-peak period from six months to four months should be considered

in conjunction with EPE’s proposal to double the summer to non-summer price differential.

% $12.23 versus $10.75.

7 Docket No. 52040, Application of El Paso Electric Company for Approval of Advanced Metering System
(AMS) Deployment Plan, AMS Surcharge, and Non-Standard Metering Service Fees, Attachment 3, page 1.
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Although the summer months are being reduced by 33%, the energy consumption tends to
be significantly less during the months of May and October than in the months of June
through September. Therefore, Small General Service customers can experience
significantly higher bills during the months of June through September.

WHAT IMPACT WILL THE CHANGE IN THE DEFINITION OF THE SUMMER
PERIOD HAVE ON SMALL GENERAL CUSTOMERS?

Similar to residential customers, Small General Service customers tend to be reactive,
rather than proactive. By eliminating May from the summer period, Small General Service
customers will first experience the significantly higher summer rates in their June bills and
will experience a significantly greater differential in their monthly bills from May to June.
When May is included in the summer rate period, customers will receive a higher May bill
and can respond by better managing their consumption in June, when their consumption
will tend to increase significantly.

In addition, because the October billing month is composed of September and
October usage, including October in the summer period will ensure that all consumption
for the four peak summer months of June through September is billed at the higher summer
energy charge.

DISCUSS EPE’S PROPOSAL TO DRAMATICALLY INCREASE THE
CUSTOMER CHARGE FOR THE SMALL GENERAL SERVICE OFF-PEAK
WATER HEATING RIDER.

EPE is making the same proposed changes to the Small General Service Off-Peak Water

Heating Rider as it did for the Residential Service Rider. EPE is proposing to increase the
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monthly Customer Charge for the Off-Peak Water Heating Rider by 89% from $2.56 to
$4.84 per month. EPE’s rate design witness, Manny Carrasco indicates that $4.84 is the

full cost.®®

However, Mr. Carrasco provides no other testimony supporting this significant
increase.

WHAT IS YOUR RECOMMENDATION CONCERNING THE PROPOSED
INCREASE TO THE MONTHLY CUSTOMER CHARGE FOR THE OFF-PEAK
WATER HEATING RIDER?

I recommend that the increase in the customer charge be limited to 1.5 times the average

base rate increase for the Off-Peak Service Rider. That level of increase should move the

monthly customer charge significantly toward full cost.

VII. CONCLUSION

PLEASE SUMMARIZE THE RECOMMENDATIONS CONTAINED IN THIS
TESTIMONY.
In this testimony, I recommend the following:

o Adjustments EPE made to its jurisdictional and Texas retail production demand
allocation factors to reflect capacity supplied by dedicated company-owned solar
facilities or solar PPA should be modified to adjust for EPE’s planning reserve margin
of 15%;

e EPE’s production plants should not be divided into peaking and non-peaking plants for

the allocation of demand-related plant investment and associated expenses;

% Direct Testimony of Manny Carrasco at 40:18-23.
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e EPE’s entire demand-related production plant in service and associated expenses
should be allocated among jurisdictions and among Texas retail customer classes based
on the 4CP-A&E allocation method;

e EPE made an error in the Production 12CP jurisdictional and Texas retail class
allocation factors EPE used for the allocation of FERC Account No. 556 — System
Control and Load Dispatching Expense, and that error must be corrected,;

e The energy consumed by Interruptible loads should be included in the EIENERGY
allocator;

e (lass NCP demands do not adequately reflect the diversity of demands considered by
EPE in planning and designing its secondary lines and transformers;

e The allocation of secondary lines, poles and fixtures, underground conduit and
transformers should be allocated among Texas retail classes based on MCD, instead of
NCP demands;

e FERC Account No. 904 — Uncollectible Accounts Expense should be allocated on sales
revenues among all Texas retail customer classes;

e The distribution of the Texas jurisdictional base rate increase in this rate case should
reflect moderation such that no class is assigned a base rate increase that is more than
1.5 times the Texas retail average base rate increase, and no class is assigned an
increase that is less than half the Texas retail average base rate increase;

e It is not appropriate to increase the monthly customer charges for the Residential
Service rate and the Small General Service rate in this rate case;

e EPE’s proposed modifications to reduce the summer months to four months, and to
double the price differential between summer and non-summer months for Residential
Service and Small General Service customers should be rejected; and

e EPE’s proposal to double the price differential between the charges applied to the first

and second summer energy blocks for Residential Service should be rejected.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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