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COUNTYOFINGHAM )
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offices of Loomis, Ewed, Parsley, Davis & Gotting, P.C. and that on the

5th day of June,
2001, she served a copy oftestimony and exhibits of Donald F. Reck and Gerald W.
Marx, upon the persons on the attached service list by enclosing same in a sealed
envelope with first-class postage fully prepaid, addressed to them at the addresses set
forth and by depositing the envelopes and contents in the United States government mail.
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this 5th day of June, 2001.

tctct

/

Edith Loomis
Notary Public;
lngham County, Michigan
My Commission Expires: 12/05/2004
F:~KeIIy~HJM-SAW FiIes~Nspw~U-12651~POS OGO5Olwpd.wpd



IMPLEMENTATION PLAN 2000 PA 141
Case Not U-I 2651

AU Daniel E. Nickerson
611 West Ottawa Street
Ottawa State Office Building

2nd Floor
P.O. Box 30695
Lansing, Michigan 48909-81 95
daniel.e.nickerson@cis.state.mi.us

Christine M. Soneral
Dykema Gossett PLLC
800 Michigan National Tower
Lansing, Michigan 48933
cmason~dykema.com

Robert A. LeFevre
Clark Hill, PLC
2455 Woodlake Circle
Okemos, Michigan 48864
rlefevre@clarkhill.com

Brian W. Coyer
Knaggs, Hailer, Brake & Schneider
1375 5. Washington Ave., Ste.300
Lansing, Michigan

SERVICE LIST
Larry G. Watterworth
Assistant Attorney General
6545 Mercantile Way, Suite 15
Lansing, Michigan 48911
watterworthl~ag .state.mi.us

James D. Florip
Gillard, Bauer, Mazrum, Florip
109 East Chisholm
Alpena, Michigan 49707
jdflorip~gillardlaw.com

Don L. Keskey
Knaggs, Hailer, Brake & Schneider
1375 5. Washington Ave., Ste. 300
Lansing, Michigan 48910
kblaw@voyager.net

Richard Aaron
222 N. Washington Square, Suite 400
Lansing, Michigan 48933-1 800
rja~honigman .com



STATEOF MICHIGAN

BEFORE TILE MICHIGAN PUBLIC SERVICE COMMISSION

In thematterof theapplicationof
NorthernStatesPowerCompany- Wisconsin
d/b/aXcel Energy,for approvalof its planfor
implementationof 2000PA 141

)
)
)
)
)

CaseNo. U-12651

DirectTestimonyof
GeraldW. Marx

On Behalfof:

NorthernStatesPowerCompany-Wisconsin
d/b/aXcel Energy

Filed: June5, 2001

r



DIRECT TESTIMONY OF GERALD W. MARX

1 Q. Pleasestateyournameandbusinessaddress.

2 A. My nameis GeraldW. Marx. My businessaddressis 1414 WestHamiltonAvenue,

3 P.O. Box 8, EauClaire,Wisconsin54702-0008.

4 Q. By whom areyouemployedandin whatcapacity?

5 A. I amemployedasSeniorPricingAnalystby Xcel EnergyServicesInc., theservice

6 Companyfor Xcel EnergyInc. Xcel EnergyServicesInc. providescorporateand

7 otherservices,includingregulatoryservices,to XcelEnergyInc. andits

8 subsidiaries.Xcel EnergyInc. is theholdingcompanycreatedby themergerof

9 NorthernStatesPowerCompanyandNew CenturyEnergies,Inc. NorthernStates

10 PowerCompany,aMinnesotacorporation(NSP-Minnesota)andNorthernStates

11 PowerCompany,aWisconsincorporation( “NSP-W” orthe“Company”), areboth

12 wholly-ownedoperatingsubsidiariesofXcel EnergyInc. My dutiespresently

13 includeelectricratedesign,costofserviceanalyses,rateadministrationandrelated

14 activitiesonbehalfofNSP-W.

15 Q. Wouldyousummarizeyoureducationalandprofessionalbackground?

16 A. I haveaBachelorof ElectricalEngineeringdegreefrom theUniversityof

17 Minnesota(1969),andaMasterofElectricalEngineeringdegreefrom SantaClara

18 University (1976). I amaRegisteredProfessionalEngineerin bothWisconsinand

19 Minnesota. From 1977to 1982,Iwasemployedby NorthernStatesPower

20 CompanyofMinnesota(NSP-M)in Minneapolis,asagenerationplanning

1
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1 engineer;andlaterasarateengineer. SinceApril 1982,I havebeenemployedby

2 NSP-Win theRateandPricingareas.

3 Q. Haveyoupreviouslytestifiedbeforethis Conunission?

4 A. Yes,IhaveinCaseNo.U-11777.

5 PURPOSEOF TESTIMONY

6 Q. Whatis thepurposeof yourtestimonyin this proceeding?

7 A. Thepurposeof my testimonyis to sponsortheCompany’ssubmissionfor approval

8 of proposedcommercialandindustrialunbundledserviceschedulesin compliance

9 with Sec.10b.(2)ofPA 141 of2000. In conjunctionwith theproposedunbundled

10 commercialandindustrialtariffs, theCompanyis alsoproposingunbundled

11 residentialserviceschedules.All oftheseproposedunbundledserviceschedules,in

12 concertwith thetariff sheetspresentedby Mr. Reck,aredesignedto implement

13 RetailOpenAccessServiceforNSP-W retail electricMichigancustomers,

14 beginningon January1, 2002.

15 Q. Pleasesuimnarizeyour testimony?

16 A. My testimonypresentstheCompany’sproposedunbundledServiceSchedulesand

17 theunderlyingratedevelopmentincludingthesupportinganalysisperformedusing

18 theunbundledcustomerclasscostofservicestudy (COSS). TheCOSSis based

19 uponthe 1998TestYearretail electricsettlementagreementin CaseNo. U-l 1777,

20 asapprovedby theCommissionon January6, 1999. Fromthatcase, I have

21 utilized theembeddedCOSSto calculatetheunbundledcostresponsibilitiesfor the

22 retailcustomerclasses.The costanalysisprovidesthebasisfor thesplit of revenue

23 requirementsbetweenthetwo generalcategoriesofpowersupplyanddistribution
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1 services.This split is incorporatedin theunbundledtariffsproposedfor the2002

2 calendaryear.Theratelevel developmentutilizes calendaryear2002budgeted

3 billing units.

4 ORDEROFTESTIMONY

5 Q. Inwhatorderwill youpresenttheremainderof your testimony?

6 A. Theorderis asfollows:

7 1) Descriptionof theproposedUnbundledServiceSchedules

8 2) DescriptionoftheproposedUnbundledElectricratedesign

9 3) ResultsoftheUnbundledClassCostof ServiceStudy

10 Q. AreyousponsoringanExhibit in thisproceeding?

11 A. Yes, I amsponsoringtwo exhibits. Exhibit A- (GWM-l) containstheproposed

12 electricUnbundledServiceSchedulesfor implementingopenaccessin theNSP-W

13 Michiganserviceterritory. Exhibit A- (GWM-2), in thefirst 16 pages,

14 comparesthepresentratelevelsandproposedunbundledratelevelsfor theyear

15 2002andpresentsthebilling unitsandrevenuesgeneratedunderbothpresent

16 (bundled)andproposed(unbundled)ratelevels. In pages17 to 19 ofmy Exhibit

17 A-____(GWM-2), I provideasummaryresultsof the 1998TestYearunbundled

18 COSS. This studywasusedto determinethesplit ofdistributionversuspower

19 supplycostsforNSP-WMichiganretail electriccustomers.

20 Q. Weretheseexhibitspreparedby you or underyoursupervision?

21 A. Yes,theywere.

22 PROPOSEDUNBIJINIDLED SERVICESCHEDULES

23 Q. Pleasedescribetheserviceschedulesin yourExhibit A-____(GWM-1).

3
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1 A. Theproposedserviceschedulesarelistedin theTableof Contentsof my ExhibitA-

2 ____ (GWM-1). Theschedulescontaintheunbundledratelevelsandterms-and

3 conditionsofserviceto provideNSP-Welectriccustomerswith Company-provided

4 distributionservice. Electric supply is acustomerchoiceandcanbeprovidedby an

5 AlternativeElectricSupplier(AES) orby theCompany. Generallywehave

6 modifiedthebundledortraditionalserviceschedulessothattheynow contain

7 distributionchargesseparatedfrom powersupplycharges.Foracustomerselecting

8 powersupplyfrom anAES, thedistributionchargeswould befoundon thetariff

9 sheetthatpreviouslycontainedthe customer’sbundledrates. We arealsoincluding

10 proposeddistributionserviceextensionrule changesto recognizeunbundled

11 distributionrates.

12 Q. Dotheseserviceschedulesprovidefor customerswhochooseto havepower

13 supplyprovidedby eitheranAES ortheCompany?

14 A. Yes,they do. Both sourcesofpowersupply aresupportedin theseservice

15 schedules.AES choiceis providedaccordingto OpenAccessCustomerSupply

16 ServiceCSS-l,whileCompanypowersupplychoiceis providedaccordingto

17 SystemSupply ServiceSSS-l. Forexample,if a largeindustrialcustomer

18 receivingserviceaccordingto LargeIndustrialServicescheduleMI-l choosesan

19 AES,thenserviceis providedaccordingto schedulesMI-l andCSS-1. If a

20 customerchoosesCompany-providedpowersupplyservice,thenserviceis

21 providedaccordingto schedulesMI-l andSSS-1.

22 Q. DoestheCompanyproposeaneffectivedatefor theproposedservice

23 schedules?
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1 A. Yes,weareproposingtheserviceschedulesbecome.effectiveJanuary1, 2002to

2 comcidewith therequirementsofP. A. 141.

3 Q. For which customer classesis NSP-Wproposing customerchoiceofan AES?

4 A. Generally,weareproposingcustomerchoiceforResidential,Small Commercial,

5 LargeCommercial,IndustrialandMunicipalPumpingcustomers.In addition,we

6 havedevelopedproposedunbundledserviceschedulesfor optionalload

7 managementservicesunderwhich only Company-providedpowersupply is

8 available. Theseproposeddistributionandpowersupplyserviceschedulesare

9 listedin theTableof Contentsofmy Exhibit A-____(GWM-l).

10 Q. Pleaseexplaintheservicesprovidedby scheduleslisted undertheDistribution

11 ServiceSchedulestitle.

12 A. TheDistribution ServiceSchedulesprovidefor all distributiondelivery-related

13 servicesprovidedby theCompanyto meettherequirementsofimplementingretail

14 openaccess.Theseservicesgenerallyincludebilling, metering,customerservice

15 andinformation,distributiondelivery service,anddistributionsettlement.These

16 servicesareprovidedunderthegeneralframeworkof thepresentNSP-WMichigan

17 retail electriccustomerclasses,suchasresidential,small commercialandindustrial

18 customerclasses.Eachdistributionserviceschedulecontainsalisting of thepower

19 supplyoptionsavailableunderthatdistributionservice.

20 Q. Areyou proposingunbundleddistributionserviceschedulesfor your optional

21 loadmanagementservices?

22 A. Yes,althoughtheloadmanagementservicesdo notprovidefor a customerto select

23 anAES, theseunbundledoptionalloadmanagementservicesareproposedto

5
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1 indicatetheunbundledratelevelsto customerswho haveoptedfortheload

2 managementservices.PowerSupply fortheloadmanagementcustomersis only

3 availablewith Company-providedpowersupplyaccordingto SystemSupply

4 ServiceSSS-l. Providingthis informationenablesthesecustomersto compare

5 theirratelevelsto ratelevelsofcustomersoptingfor customerchoice.

6 Q. Whatserviceschedulesprovidefor powersupplyservice?

7 A. Thepowersupplyserviceschedulesarelistedundertheheadingof PowerSupply

8 ServiceSchedulesin theTableof Contentsofmy ExhibitA- (GWM-l). The

9 powersupplyserviceschedulesprovidefor customerpowersupplyfrom anAES

10 accordingto scheduleCSS-l,for Companyprovideddefaultserviceaccordingto

11 scheduleSDS-l andfor CompanyprovidedSystemSupplyServiceaccordingto

12 scheduleSSS-l.

13 Q. Will customerswho donot choosean AES continue to receivetheir power

14 supplyfrom theCompany?

15 A. Yes,for Customerswhodo notchoosepowersupply from anAES,theCompanyis

16 obligatedto servethesecustomers.TheCompanyprovidesthispowersupply

17 servicefortheseCustomersaccordingto servicescheduleSSS-l.

18 Q. For Customerswho chooseanAES,whatpowersupplyserviceschedule

19 applies?

20 A. Uponswitching,thecustomeris servedby anAES accordingto CustomerSupply

21 ServicescheduleCSS-l. Underthisschedule,theAES is responsiblefor securing

22 generationandtransmissionserviceto servethecustomer’sload.
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1 Q. Can thesecustomersswitch from AES-provided power supply serviceto

2 Company-providedpowersupplyservice?

3 A. Yes,accordingto certainconditions. If thecustomer’spowersupplyservicefrom

4 theAES terminatessuchthattheCompany,withoutproperprior notice,must

5 provideCustomerwithpowersupplyservice,thentheCompanyprovidesservice

6 underSupplyDefaultServicescheduleSDS-1. If theCustomerprovidesproper

7 prior noticeforreturningto Company-providedpowersupplyservice,thenthe

8 Companyprovidespowersupplyserviceto thecustomeraccordingto System

9 SupplyServicescheduleSSS-l.

10 Q. DoestheCompanymakespecialprovisionfor a customerwho is slanunedby

11 anAES for powersupplyservice?

12 A. Yes,theCompanymakesspecialprovisionto protectcustomerswho arebeing

13 servedunderSSS-1 andwho discoverthat theyhavebeenslammedby anAES for

14 powersupplyservice. SuchCustomermayrequestimmediatereturnto SSS-1

15 service,withouttherequisiteprior noticeandwithoutpenalty.

16 Q. After theproposedimplementationdateofJanuary1, 2002,will customers

17 whochooseto continueto receivetheirpowersupplyfrom theCompany,seea

18 changein theirtotalratelevels?

19 A. As comparedto presentrates,customerswill seeno changein their total ratelevels.

20 Themonthly customerchargeis thesame.Also, theproposedunbundledrate

21 levelstotal to anamountequalto thebundledpresentratelevelsthat arein effect

22 priorto January1, 2002. Forexample,underResidentialServiceMR-i, the
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1 bundledenergychargeis 6.7 ~perkWh. Theproposedunbundledchargelevelsfor

2 scheduleMR-l total to thebundledratelevel asshownbelow:

3 ChargeComponent RateLevel (~ perkWh

)

4 Distribution Charge 2.69

5 PowerSupply 4.01

6 BundledEnergyCharge 6.70

7 Q. Will customerswho chooseanAES, seea changein their total rate levels?

8 A. Yes,thosecustomerswill seea changeto theextenttheirAES‘s ratelevelsfor

9 powersupplyservicediffer from thoseoftheCompany.

10 NEW TERMS AND CONDITIONS OF SERVICE

11 Q. HasNSP-W addednew terms and conditions of serviceto theproposed

12 unbundled serviceschedulesto accommodatethe customerchoiceprogram?

13 A. Yes,newconsiderationshavebeenincluded in theproposedunbundled service

14 schedulesto accommodatethecustomerchoiceprogram. In additipn,the

15 unbundledtariffs referencethejoint MEGA RAS-l schedulessponsoredby Mr.

16 Reck,concerningproposedRetailAccessServicetermsandconditionsofservice.

17 Q. Do any of thesenewprovisions apply to all customers,whether or not they

18 participate in thecustomerchoiceprogram?

19 A. Thenewprovisionsonly apply to thosecustomerswho chooseanAES accordingto

20 ServiceScheduleCSS-1. Theseinclude,butarenot limited to additional

21 requirementspertainingto Metering,SupplierSwitchingLimitations, System

22 PowerFactorCharges,SystemDefaultService,SystemSupply Service,Customer

23 Supply Serviceanddistributionfacility extensionconsiderations.

8



1 Q. Generallywhat are thenew electricalusagemeteringprovisions relatedto

2 customerchoice?

3 A. TheCompanyproposesadditionalmeteringoptionsfor customersparticipatingin

4 thechoiceprogram. Thesemeteringoptionsareprovidedby theCompanyto allow

5 choicecustomerssomeflexibility in theirAES arrangements.Smallercustomers

6 participatingin thechoiceprogrammayopt for eitheran energy-onlyrecording

7 meteroraTime-ofDay recordingmeterora 15-minuteintervaldemandrecording

8 meter(with phoneline dataretrieval). Thevariousmonthly chargesforthese

9 meteringoptionsmaybefoundin theproposedServiceSchedules.Forexample,a

10 single-phaseSmall CommercialServiceMSC-1 customermaychooseeithera

11 standardkWh meterfor $4.25permonthoranintervaldemandmeterfor $13.25

12 permonth.

13 Q. Are there anyproposedmandatorymeteringrequirementsfor customers

14 participatingin thechoiceprogram?

15 A. Yes,for customerswith demandsover25 kW andwhoparticipatein thechoice

16 program,intervaldemandmeteringis mandatory.Themeteringconfiguration

17 records15-minuteusageintervaldataon amonthly basis. Themeterdatais

18 retrievedbyphoneline andusedto reconcilethecustomer’susagelevelsto the

19 powerprovidedby anAES.

20 Q. Doesthecompanyhave a morecosteffectivemethodofmatching or

21 reconciling the customer’sload to theAES’s generationoutput?

22 A. No, theCompanyhasnotbeenableto find amorecosteffectivemethodthanthe

23 useof intervaldemandmetering.

9
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1 Q. Whataretheprovisionsfor customerswho do notchooseanAES?

2 A. If aCustomerdoesnotchooseto switchto anAES forpowersupply,thenthe

3 Companyprovidespowersupplierto thecustomeraccordingto full requirements

4 servicescheduleSSS-l. Serviceaccordingto scheduleSSS-lincludesall requisite

5 generation,transmission,distributionandancillaryservices.

6 Q. Whataretheprovisionsfor customerswho chooseanAES andsubsequently

7 their chosenAES ceasesto provide power supply to thecustomer?

8 A. WhenaCustomer,whoreceivesdistributionservicefrom theCompany,is no

9 longerservedby a chosenAES, thecustomereithersearchesfor anotherAES oi,

10 by default,receivespowersupplyservicefromtheCompany.Underdefault

11 servicethecustomerreceivespowersupply from theCompanyaccordingto

12 scheduleSDS-l for aperiodofup to 6 months. After serviceaccordingto SDS-1,

13 thecustomermay.switchto serviceaccordingto scheduleSSS-1. Undetthese

14 circumstances,themandatoryminimumtermofservicefor thecustomerunder

15 scheduleSSS-l is 12 months.

16 Q. For distribution facifity extensions,what changesareproposedto

17 acconimodatetheseproposedunbundledrates?

18 A. TheCompanyproposesto modify theannualrevenuetestsfor serviceextensionsto

19 recognizeannualdistributionrevenues(whenappropriate).This consideration

20 accommodatescircumstanceswherea customerhaschosenpowersupply from an

21 AES andwheretheCompanyprovidesonly distributiondelivery service. The

22 proposedserviceschedulesthatincorporatethesemodificationsarepresentedin my

10
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1 ExhibitA-____(GWM-l), asshownon Tariff Sheetnumbers37, 38 and39, listed

2 m the Tableof Contentsunderthetitle ofDistributionExtensionSchedules

.

3 UlNIBUNDLED ELECTRIC RATE DESIGN

4 Q. On what testperiod is theCompany’sopenaccessratedesignbased?

5 A. Theratedesignis basedon forecasted2002billing unitsandrevenues.Thefirst

6 sevenpagesofmy ExhibitA-____(GWM-2) providesacomparisonof thepresent

7 andproposedunbundledratelevelsfor eachserviceschedule.

8 Q. Whatis thegeneraldevelopmentprocessthat wasfollowed in designingthe

9 unbundledratesforNSP-W?

10 A. In providingarevenueneutralratedesignforNSP-Welectricservice,thepresent

11 revenuesfor acustomerclassareseparatedinto thetwo main categoriesof

12 distributionandpowersupply. (More detail ofthecostscomprisingthesetwo

13 categoriesis providedbelow in thediscussionof theCOSS.) TheCOSSprovides

14 themajorcustomerclassapportionmentfactorsoftotal revenuesinto distribution

15 andpowersupply. Thesefactorsareincorporatedinto theunbundledratedesignin

16 which appropriatelysimilarcustomergroupsarecoordinatedfor settingdistribution

17 ratelevels. Oncethe distributionratelevelsareset,thepowersupplyratelevelsare

18 calculatedsothatthetotal revenuesfor eachrateclassremainthe same;this

19 providesarateclassrevenue-neutral,ratedesignfortheopenaccessprogram.

20 Q. For smallercustomersthatarenotdemandmetered,whatcustomerclasses

21 arecoordinatedto providethesamedistributionratelevels?

22 A. A summaryof thepresentandproposedunbundledratelevelsareshownin my

23 Exhibit A-____(GWM-2). As shownon Pages1,2 and6, thefive non-demand

11
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1 meteredcustomerclassesofMIR-l, MR-2, MSC-l, MST-l andMIPA-l all havethe

2 sameproposeddistributionratelevel of2.69 g per kWh. Thepowersupply

3 componentforthesecustomersis derivedby subtractingtheirdistributionratelevel

4 from theirbundledtotalratelevel.

5 Q. For larger commercialand industrial customersthat aredemandmetered,

6 what customerclassesare coordinated to provide thesamedistribution per

7 kWh rate levels?

8 A. Fordemandmeteredcustomers,theratedesignincorporatesthesamedistribution

9 chargeperkWh ratelevel. As shownonpages2,3,4,5ofmy ExhibitA-

10 ____(GWM-2),thefour demandmeteredcustomerclassesofMCI-l, MPC-2,

11 MI-l, MIPC-l all havethesameproposeddistributionratelevel of 1.20 ~perkWh.

12 This ratelevel is alsoproposedfor theMOP-l OptionalOff-PeakService,shown

13 on Page6 ofthe sameexhibit. For thedemand-meteredschedules,theremainder

14 ofthedistributionrelatedrevenuesarecollectedthroughadistributiondemand

15 charge.

16 Q. Do theproposedunbundledratecomponentssumto thepresentbundled rate

17 level?

18 A. Yestheydo. This wasageneralratedesignconstraint.For example,thepresent

19 bundledratelevelsfor theMCI-l customerarealsoshownonPage2 ofmy Exhibit

20 A- (GWM-2). As shownon line 38,Page2, thetwo proposedunbundledper

21 kWh ratelevelssumto thepresentbundled3.64 ~ perkWhrate. As shownon line

22 30, Page2, thetwoproposedunbundledperkWunbundledratelevelssumto the

23 presentbundled$ 7.45 perkWrate. Forall theotherdemand-meteredcustomer

12
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1 rateclassesandtheMOP-l OptionalOff-PeakService,theproposedunbundled

2 ratelevelssumto thepresentbundledratelevels.

3 Q. Doesthis rate designconstraint producea revenueneutral, unbundied rate

4 - designset?

5 A. Yesit does.As shownon Page8 ofmy Exhibit A-____(GWM-2), thePresent

6 Revenues(producedby bundledrates)equaltheProposedRevenues(producedby

7 unbundledrates). This is truefor eachcustomerclassandfor thetotalutility.

8 Q. What are thepresentprovisions for SystemPower Factor Charges?

9 A. Underthe Company’spresentrates,anMCI-l, MI-l, MPC-1 orMPC-2customer

10 with ademandover 100kW is assessedsystempowerfactorchargesduringany

11 billing monthwhenthe customerhasamonthlypowerfactorbelow 90 %. These

12 chargesareassessedthroughupwardadjustmentof thebilling demandwhich is

13 thenappliedto themonthly demandcharge(s).

14 Q. Would yougive anexampleof how the SystemPower Factor Charge

15 calculatedaccordingto presentrates?

16 A. Yes,I will. Thepowerfactoradjustmentis similar for theMCI-l, MI-l, MPC-l

17 andMPC-2customerclasses.Thefollowing exampleis for a200 kW, MCI-l

18 secondaryvoltagecustomer,with an 85 % powerfactor. Theunadjusteddemand

19 billing unitsof200kW provides$ 1,490ofrevenue.ThePowerFactor

20 Adjustmentto themonthlybilling demandis theratioof 90 % dividedby 85 %or

21 approximately1.06. Thepowerfactoradjustmentprovidesfor 212kW ofbilling

22 demand,which, whenmultipliedby themonthlydemandchargeof$7.45perkW

23 providesanadditional$ 89.40ofdemand-relatedrevenuedueto powerfactor

13
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1 adjustment.Thepowerfactorchargecalculationmethodfor theotherrateclasses

2 mentionedaboveis similar.

3 Q. Are youproposingto maintain theseSystemPower Factor Chargeprovisions

4 for customersservedaccordingto theproposedSSS-1and CSS-1services?

5 A. Yes,weproposedto maintainthe low powerfactorchargesfor this samesetof

6 customerswhethertheyareservedaccordingto eitherSSS-l orCSS-l. Preserving

7 this chargeis important,becausetheproposedsystempowerfactorchargeis chiefly

8 relatedto distributionsystempowerfactorimprovement.Furthermore,

9 incorporatingthis chargewill preservetherevenueneutralityprincipleofthis filing

10 andcontinueto providethesamepricesignalto customers.

11 Q. Pleaseprovideanexampleofhow a customerservedaccordingto proposed

12 ScheduleSSS-1is chargedfor low powerfactor.

13 A. This exampleis basedonthesamecustomerusedabove,namely,a200kW, MCI-l

14 secondaryvoltagecustomer,with an 85 %powerfactor,andservedaccordingto

15 schedulesMCJ-l andSSS-1. Theunadjusteddemandrelated-revenueforthe200

16 kW customeris the sameamountof$ 1,490. TheSystemPowerFactor

17 Adjustmentto themonthlybilling demandis theratioof 90 % dividedby 85 % or

18 about1.06. Thepowerfactoradjustmentprovidesfor anadditional12 kW of

19 billing demand,which,whenmultipliedby thetotalofmonthly demandchargesof

20 $ 7.45 perkWprovidesthesameadditionalrevenueof $ 89.40.Thetotalmonthly

21 powerfactorrelatedchargesarethesumoftheadditionalpowerfactorrelated

22 revenuesof $ 26.04collectedundertheservicescheduleMCI-l Distribution

23 DemandChargeand$ 63.36 collectedundertheservicescheduleSSS-1Demand

14
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1 ChargeforMCI-l customers.This proposedtreatmentis similar for MJ-l

2 customersservedaccordingto theproposedSSS-lservice.

3 Q. How wouldMI-i andMCI-i customerswho areservedaccordingto proposed

4 ScheduleCSS-ibeassessedSystemPowerFactorCharges?

5 A. We proposethat acustomerservedaccordingto scheduleCSS-l,wouldreceive

6 thesamepowerfactorchargetreatmentascustomersservedaccordingto schedule

7 SSS-l. Theseprovisionsareshownfor schedulesMCII-l andMI-l on sheets150-

8 156 ofmy Exhibit A- (GWM-1). Undertheproposedtreatment,a200 kW

9 MCI-l secondaryvoltagecustomer,with an 85 %powerfactor, andserved

10 accordingto scheduleCSS-1,wouldbeassessedamonthly powerfactorchargeof

11 $ 89.40. Thetotalmonthlypowerfactorrelatedchargesarethesumof the

12 additionalpowerfactorrelatedrevenuesof$ 26.04 collectedundertheservice

13 scheduleMCJ-l DistributionDemandChargeand$ 63.36collectedunderthe

14 servicescheduleMCI-l SystemPowerFactorDemandCharge.This is the same

15 chargelevel thattheMCI-i customerwouldreceiveif servedaccordingto the

16 proposedSSS-lschedule.Also, this proposedtreatmentis similar for MI-l

17 customersservedaccordingto theproposedCSS-1 service.

18 Q. Whatis thebasisfor charging both SSS-iandCSS-icustomersthesame

19 amountsfor low powerfactor?

20 A. Weproposethesametreatmentbecausethepowerfactorchargesprovide

21 customerswith thepricesignalrelatedto distributionsystempowerfactor

22 improvement.At thesametime,thesystembenefitsof powerfactorcorrection

23 improvenot onlythedistributionsystemperformanceadjacentto thecustomer’s
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1 location,butgenerallyprovidesystembenefitsto theadjacentinterconnected

2 transmissionanddistributionsystem. Thesebenefitsofpowerfactorimprovement

3 aresharedby boththe SSS-landCSS-l customers.

4 Q. How would MPC-i or MPC-2 customersbebilled for powerfactor charges

5 under theproposedschedulesascompared to presentrates?

6 A. FortheMPC-1 andMPC-2 customers,theprocessof calculatingpowerfactor

7 chargesis essentiallythesameunderbothpresentandproposedrates. Forthese

8 customers,only proposedscheduleSSS-1is availablefor powersupplyservice.

9 ProposedservicescheduleSSS-lprovidesthecustomerwith thesameratelevels

10 andtreatmentasdo thepresentrates.

11 UNBUiNDLED ELECTRIC COSTOF SERVICESTUDY

12 Q. Is the customerchoicerate designbasedupon a recentclasscostof service

13 study?

14 A. Yes,wehaveusedtheCOSSwhich is basedon thelastNSP-Wrateproceeding

15 beforetheCommission.Thesettlementin CaseNo. U-l 1777wasapproved,by the

16 Commissionon January6, 1999. TheCOSScomportswith the 1998TestPeriod

17 NSP-Wrevenuerequirementsasapprovedby theCommission.A summaryofthe

18 coststudyis presentedon pages17 to 19 ofmy Exhibit A-____(GWM-2).

19 Q. Pleasegenerallydescribetheclasscostofservicestudy and the customer

20 classespresentedtherein.

21 A. Thecoststudypresentstheapproved1998TestYearsettlementrevenue

22 requirementsoftheNSP-WMichiganretail electric costjurisdiction. The

23 jurisdictionaltotalrevenuerequirementis spreadacrossthecustomerclassesin the
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1 costallocationprncess.The coststudyprovidesresultsfor thefollowing general

2 customerclasses:(1) residential,(2) non-demand-meteredgeneralservice,(3)

3 demand-meteredgeneralservice,(4) municipalpumping,(5) largecommercial,(6)

4 streetlighting and(7)automaticprotectivelighting.

5 Q. What rate of return doesthestudy reflect for eachcustomer class?

6 A. Thestudyresultsreflecttheoverall 8.49% settlementrateofreturnfor each

7 customerclass.

8 Q. Into what categoriesare costsaregrouped for the customerclasses?

9 A. IntheCOSS,therevenuerequirementsaregroupedinto five functionalcategories

10 asfollows: (1) customer,(2) transmission,(3)production,(4) distribution,and(5)

11 energy.

12 Q. Generally,how are theplant, plant related and O&M accountsseparatedinto

13 thefive functions listed above?

14 A. Generally,theFederalEnergyRegnlatoryCommission(FERC)Uniform Systemof

15 Accountsprovidesgnidanceforthefunctionalseparationof plant, plantrelatedand

16 O&M accounts.

17 ALLOCATION OF SHARED ORCOMMON COSTS

18 Q. The Administrative and GeneralO&M expensesand theGeneral and

‘19 Conunonplant arein more ofsharedor conunon categoryofcosts. How are

20 thesecostsassignedto thefive major functional usecategories?

21 A. In general,themajority ofthesesharedcostsareallocated,ratherthandirectly

22 assigned.Thesecommonorsharedcostsrepresentapproximately10%ofthetotal

23 revenuerequirementfor NSP-WMichiganretailelectricjurisdiction.
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1 Q. What methodis usedto allocatethosesharedor conunonrevenuerequirement

2 componentsthat can not easilybe directly assigned?

3 A. Wherepossible,componentswith aneasilyidentifiablefunctionaluseare directly

4 assignedto oneofthefive functionalcostcategories.Coststhat cannotbe directly

5 assignedto afunctionalcategoryareallocated,usingafunctionalcostallocator:

6 Sharedexpensessuchasincometaxes,propertyinsurance,propertytaxes,

7 AdministrativeandGeneral(A&G) expenses,andGeneralandCommon(G&C)

8 plant-relatedrevenuerequirementsarespreadamongstthefive functional

9 categories,baseduponusingtheappropriateallocationprocess.Forexample,

10 incometaxesarespreadto thefive functions,baseduponfunctionalratebase.

11 administrativesalaries,office suppliesandemployeepensionsarespreadbased

12 upontheemployeelabordistributionamongthefive functionalcostcategories.

13 Electric commonandgeneralplantrevenuerequirementsreceivea similarspreadto

14 thefive functionalcostcategories,baseduponemployeelabor. Forproperty

15 insuranceexpenseincludedin FERCaccountNo. 924, somedetailinformationis

16 availableclassifyingtheexpenseasbeingeitherproduction,transmissionor other.

17 Theproductionandtransmissioncomponentsaredirectly assignedto their

18 respectivecategoriesandtheothercomponentis allocatedto theremaining

19 functionalcategories,baseduponplantvalues.

20 COSSSUMMARY RESULTS

21 Q. Whereare theresultsofthis functional costallocation processdescribed?

22 A. Theresultsareshownonpage19 ofmy Exhibit A-____(GWM-2). Theresults

23 showthesplit ofrevenuerequirementsfor ratedesignpurposes.Study resultsfor
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1 thefive functionalgroupsareshown,alongwith anunbundledratedesign

2 summary,groupingthefive into two majorratedesigngroups. Thesetwo major

3 groupsarecalledDistribution andPowerSupply. On lines35and36, the

4 percentageof costattributedto thesetwo majorgroupsareshown. For example,

5 forthetotal Michiganjurisdiction,PowerSupplyrepresents61.58% andthe

6 Distribution grouprepresents38.42% oftotal revenuerequirements

7 Q. What are theresults for themajor costof servicecustomer classes?

8 A. Forthemajorcostof servicecustomerclasses,theportionofcostsrelatedto Power

9 SupplyversusDistributionis repeatedbelow:

10 Costof ServiceClass PowerSupply Distribution

11 MichiganRetailTotal 61.6% 38.4%

12 Residential 53.1% 46.9%

13 Non-demandgeneralservice 56.5% 43.5%

14 Demand-meteredgeneralservice 65.6 % 34.4 %

15 Municipalpumping 63.1% 36.9%

16 Largecommercial-sec. 71.5 % 28.5%

17 Largecommercial-pri. 71.9 % 28.1 %.

18 LargeCommercial-transmission 93.4 % 6.6%

19 Q. Are thesepercentagesusedto developtheproposedunbundied rate levels

20 developedin theunbundiedserviceschedulesincludedin your Exhibit A-____

21 (GWM-i)?

22 A. Yestheyare. Theratedesignprocessdescribedpreviouslyin my testimonyuses

23 thesecostof servicederivedpercentagesto designtheproposedunbundledrate
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1 levels. Theproposedratesaredesignedsothatthe2002revenuesaresplit between

2 distributionandpowersupply functionsin aratio thatreflectsthecostof service

3 resultsshownabove.

4 Q. Doesthis concludeyour testimony?

5 A. Yesit does.
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