Cost of Service Rulemaking, Dockets UE — 170002 & UG — 170003

Summary of Comments

This document summarizes all comments the Commission received regarding the cost of service rulemaking, Dockets UE-170002 and UG-170003. It
is broken up into the CR-101 and CR-102 phases, with subsections under each phase ordered by date.

CR-101 PHASE

COMMENTS FROM THE NOTICE OF OPPORTUNITY TO FILE WRITTEN COMMENTS ISSUED ON JULY 23, 2018

Stakeholder Summary of Comments Team Response
The Energy Project | The Energy Project did not respond to the specific technical questions at this time. It
supports the Commission’s pursuits in this rulemaking, and stated that developing
accurate, transparent, and effective methods and processes for filing COSS will
provide benefits for stakeholders and the Commission.

Questions affecting both electric and natural gas companies
1. To what degree should rules define the presentation (such as per class revenue and costs, parity ratios, revenue changes, billing
determinants, etc.) of cost of service studies?

Stakeholder Summary of Comments Team Response

Companies Support a common format for the output schedules as specified in Minimum Filing Staff disagrees. The value of
Requirements for GRCs. Stated that rule should not be prescriptive in regards to uniformity in the presentation of
structure, computational processes, and functionality of COSS model, as long as cost of service studies outweighs
model is transparent and auditable. any benefits gained from allowing

parties to choose from a variety of
models that yield similar

outcomes.

Public Counsel Filing should also include items at Company-proposed rates, proposed increases to Staff agrees that allocation of
base rates by class along with proposed parity ratios, and should explicitly show costs to each rate class should be
allocation of costs to each rate class by individual FERC account. presented by individual FERC

account.




AWEC

Supports generalized rules that reflect requirements for desired information and
presentation, but the individual utilities should be able to develop specific format to
present data.

Staff disagrees. The value of
uniformity in the presentation of
Cost of Service Studies outweighs
any benefits gained from allowing
parties to choose from a variety of
models that yield similar
outcomes.

Kroger

Advantages of a standardized presentation include standard presentation of COS
inputs and results; prefers information provided in Excel.

Staff agrees and will incorporate
standardized presentation of cost
of service study results into these
rules.

1.a. Are standardized presentation formats or templates an adequate way to enable comparisons of cost

of service studies?

Stakeholder

Summary of Comments

Team Response

Companies

Yes.

Staff agrees and will incorporate
standardized presentation of cost
of service study results into these
rules.

Public Counsel

Summary results presented in a standardized format as recommended in question 1 of
this section; a one-size-fits all format to inner-workings is neither feasible nor
advisable.

Staff agrees that a standardized
format for every aspect of a cost
of service study is neither feasible
nor advisable, but believes that
certain general standards, beyond
a standardized summary result
format, are required. These
standards will ensure that other
parties can review the cost of
service study in a timely manner.

AWEC Standardized presentation formats make it easier to compare multiple COSS, and Staff agrees and will incorporate
reduce time analyzing the COSS. Standard requirements to compare across years for | standardized presentation of cost
the same utility would be a significant benefit. of service study results into these

rules.

Kroger Standardized presentation formats can facilitate comparisons of COSSs. Staff agrees and will incorporate

standardized presentation of cost
of service study results into these
rules.




1.b. To what degree should templates be relied upon for summary presentations versus underlying modeling and work papers?

Stakeholder

Summary of Comments

Team Response

Companies

See response to 1 of this section

Staff disagrees. The value of
uniformity in the presentation of
Cost of Service Studies outweighs
any benefits gained from allowing
parties to choose from a variety of
models that yield similar
outcomes.

Public Counsel

Experts and parties should not be required to only rely on summary presentations.
Parties should provide a summary of results as recommended in question 1 of this
section.

Staff agrees that experts and
parties should not be required to
rely only on summary
presentations.

AWEC

A template is sufficient for summary presentations, but not necessary for underlying
modeling or workpapers. State utilities should have flexibility to operate within
broader standardized framework.

Staff disagrees. The value of
uniformity in cost of service
studies outweighs any benefits
gained from allowing parties to
choose from a variety of models
that yield similar outcomes.
Therefore, some level of
standardization in the underlying
modeling and workpapers is
necessary.

Kroger

It is not necessary to mandate that all parties use uniform COS models and
workpapers as long as they are transparent, made available to all parties to
proceedings, and preferably in Excel. Discourages utilities’ reliance on proprietary
COSS software for rate case purposes. If a standard template is required for summary
presentations by non-utility parties to proceedings, the template should allow for
concise presentation of parties’ positons.

Staff disagrees. The value of
uniformity in the presentation of
cost of service studies outweighs
any benefits gained from allowing
parties to choose from a variety of
models that yield similar
outcomes. Therefore, some level
of standardization in the
underlying modeling and
workpapers is necessary.




1.c. How should a party sponsoring a cost of service study present the interface between a revenue requirement study and a cost of

service study?

Stakeholder

Summary of Comments

Team Response

Companies

Support reconciliation of proposed total test year revenue requirement with class
results of COSS. Propose two ways to accomplish this task:

1) COSS summary schedules to present income statement conforming to total revenue
requirement;

2) COSS input schedules from revenue requirement, where FERC detail for rate base,
O&M, and A&G are presented.

Staff agrees that these are
possibilities, but has subsequently
determined that the interface
between revenue requirement and
cost of service studies are better
addressed outside of these rules.

Public Counsel

All utility rate filings include summary of COS results at present and proposed rates.
Non-company witnesses should be able to present their case as they see fit to
emphasize issues important to their point of view.

Staff agrees that all rate filings
should include cost of service
study results at present and
proposed rates. Staff disagrees
that parties should be allowed to
present alternative methodologies
in every rate case. Cost of service
study results are estimates, and it
is inefficient to allow
unresolvable debates on cost of
service issues in every rate filing.
However, Staff agrees that any
party should be able to request
use of an alternative method by
applying for an exemption from
these rules outside of a rate case
filing.

AWEC

Suggest draft rule requiring a clearly identified link between the revenue requirement
study and COSS, a write-up and road map to aid reviewer’s understanding of how
they interface, and identify key tabs, cells, and location of coding.

Staff agrees that this is a
possibility, but has subsequently
determined that the interface
between revenue requirement and
cost of service studies are better
addressed outside of these rules.




Kroger

Provides two options:

1) The revenue requirement and COS models are linked formulaically, so updates to
revenue requirement model flow through to COS model.

2) The revenue requirement model produce results in summary format by FERC that
allows for efficient export to COS model.

Staff agrees that these are
possibilities, but has subsequently
determined that the interface
between revenue requirement and
cost of service studies are better
addressed outside of these rules.

1.d. Should parties present a list of all allocation factors, including how they are calculated, how the calculation method has changed
from its inception, and where they are used?

Stakeholder

Summary of Comments

Team Response

Companies

Disagrees with requiring a description of calculation since inception. Believe WAC
480-07-510(6) is sufficient, additional detail may be requested on case-by-case basis.
It would be repetitive to list where each allocation factor is used because it’s included
and can be determined in the study.

Allocation factors were
subsequently incorporated into
the proposed rules. For that
reason, Staff agrees that there
should not be a requirement to
describe the change in calculation
method from inception.

Public Counsel

Allocation factors should be clearly identified and presented somewhere in COSS;
calculations should only be provided and incorporated into workpapers. It is overly
burdensome to explain/quantify how allocation factors have changed from
“inception.” Workpapers should clearly explain how costs are ultimately allocated to
each FERC account.

Allocation factors were
subsequently incorporated into
the proposed rules. For that
reason, Staff agrees that there
should not be a requirement to
describe how the calculation
method has changed since its
inception.

AWEC

Agree and proposed specific requirements:

e Alist of all allocation factors;

e A brief definition of allocation factors and where they are used;

e How the factor was calculated;

e If the calculation method for the factor has changed from last filing with

Commission;

Value of the factor in present filing and value for the last five years;

e Where the factor has changed by more than 10% from prior-year’s value over any
two consecutive years during the six-year period, and a description of the reasons
as to why the factor value changed.

Allocation factors have
subsequently been incorporated
into the proposed rules.




Kroger

In the context of a GRC, it is appropriate for utilities to provide a list of allocation
factors, derivation of those factors, and COS model that can be used to determine how
allocation factors are applied. It is not necessary to present how calculation method
has changed from inception.

Allocation factors were
subsequently incorporated into
the proposed rules. For that
reason, Staff agrees that there
should not be a requirement to
describe the change in calculation
method from its inception.

2. Should the Commission adopt rules requiring parties to conduct and present a load study when performing cost of service studies?
Please explain why or why not.

Stakeholder

Summary of Comments

Team Response

Companies

Companies already supply load studies, and would support continuing to do so. Do
not want detailed/rigid rules regarding methodology, because it would be harmful and
cause unnecessary burden; companies should be allowed to choose the most
appropriate method for them.

Staff agrees that companies
should be able to choose the
appropriate methodology for load
studies, and should continue to
supply the Commission with the
load study methodology.

Public Counsel

Supports use of actual load studies that are updated within a reasonable timeframe,
and recommends they be conducted every five years; strongly believes only utilities
are realistically capable of conducting load studies. Staff, Public Counsel, and
Intervenors should be exempt.

Staff agrees with the
recommendation of updating
every five years. Staff
understands the concern that
utilities may be the only ones
with the capability of conducting
a load study on its systems and
considered this in drafting the
rules.

AWEC Suggests requiring most recent load study, with date of the study, and when the next Staff agrees that the most recent
load study will be provided. load study should be used, but
believes that there should be a
requirement for a load study
every five years to ensure the data
is updated regularly.
Kroger No position.

2.a. If the Commission were to require a load study in rule, what is an appropriate definition of a load study? Which parameters are
necessary to include in a load study?




Stakeholder

Summary of Comments

Team Response

Companies

It is difficult to determine one definition or set of parameters that would be
appropriate for all load studies. Proposed definition: “statistical analyses of interval
load data collected from sampled customers to estimate hourly (electric) or daily
(natural gas) load profile of given classes.”

Staff believes it has crafted an
appropriate definition with
appropriate parameters to guide
stakeholders and parties. This
proposed definition helped inform
the language chosen for the
definition in rule.

Public Counsel

All load studies should estimate class demands. At minimum, studies should
measure/estimate: class contributions to system CP and class NCP demands; sum of
individual customers’ peak demands; class demands at least monthly; and several of
highest CPs and class NCPs occurring during test year. Believe only a single annual
peak observation by class is necessary because of definitions of class NCP and sum of
individual customer peak demands. In addition, the natural gas industry should
estimate class design day demands using same design day parameters as upstream gas

supply planning.

Staff agrees the parameters
suggested should be included in
the load study results, however
Staff did not include which
parameters should be included in
rule because it would be too
prescriptive.

AWEC

Proposed Definition: “The gathering and recording of energy use at a sufficient level
of frequency, by class of customer or energy use level, or sample subset thereof, over
a specified period of time, to study, analyze and represent class-level energy use
patterns (hourly, daily, weekly, seasonally) with sufficient level of certainty through
load factors and other energy use factors.” Parameters of load study help represent a
class’s pattern of use and how that pattern drives utility cost of supply.

Studies should include: CP load factor, NCP load factor, substation NCP peak
demand, energy peak, and total use by month should be provided, at a minimum.
Further, the number of customers at the substation level provides more precise
information and should be used where possible.

Load studies for natural gas should be designed to measure design day demands,
reflecting losses, that establish customers’ weather driven peak loads.

Staff appreciates the thoughtful
definition provided by AWEC
and it helped inform edits Staff
made to this definition.

Kroger

See response to question 2 of this section.

2.b. If a rule requires load studies, what level of specificity, in terms of measuring customer’s loads, should the Commission require to be
presented in load studies?

Stakeholder

Summary of Comments

Team Response

Companies

See response to 2(a) of this section.




Public Counsel

Load studies should contain narrative explanation that identifies which class loads are
based on actual data and which were estimated.

Staff accepts that estimates are
appropriate for street lighting, and
that data from special contracts
may be used in a load study, but
believes it is appropriate for a
load study to be performed for all
other rate schedules.

AWEC Customer electric loads should measure no less frequently than intra-hour, on a daily | Staff agrees that there should be
basis, over a period of at least one full year to capture hourly, monthly, and seasonal some guidance on the acceptable
patterns. Gas usage should be measured over a period that captures design day level of data granularity expected
demands that the system is expected to supply during extreme weather periods. in the inputs to a cost of service
Customer use data should be fairly granular level to identify use patterns. study, including a load study, and

has incorporated appropriate
guidance into rule.

Kroger See response to question 2 of this section.

2.c. How frequently

should companies perform load studies?

Stakeholder

Summary of Comments

Team Response

Companies

See response to 2 of this section.

Public Counsel

Recommends every five years.

Staff agrees that at least every
five years is appropriate.

AWEC

Suggests no more than five years in-between studies.

Staff agrees that at least every
five years is appropriate.

Kroger

See response to question 2 of this section.

2.d. How might emerging technologies, such as Advanced Metering Infrastructure (AMI), affect the timing and frequency of load
studies? Please also explain whether and how selective deployment of AMI could minimize load study costs to ratepayers.

Stakeholder

| Summary of Comments

| Team Response




Companies

Several Companies are in beginning stages of implementing the technology, and
sufficient data is not yet available. It will take time to have enough infrastructure to
evaluate any changes need/permitted in load study timing or frequency. The individual
utilities must be the one to roll out the technology in order to maximize the benefits.

Staff understands that companies
are at various levels of
technology deployment. Staff
believes the best data available to
an individual company should be
used, but that at minimum a load
study must be conducted if AMI
or AMR with sufficient
granularity is unavailable to the
company.

Public Counsel

Does not provide a recommendation for electric AMI installation. For natural gas
industry, PC is doubtful that deployment of AMI meters will reduce costs of
conducting load studies unless all natural gas utilities install meters capable of
recording and transmitting customer load daily.

Staff believes the best data
available to an individual
company should be used, but that
at minimum a load study must be
conducted if AMI or AMR with
sufficient granularity is
unavailable to the company.

AWEC

Utilities that have installed AMI should be required to provide load studies on a more
frequent basis than every five years; where AMI has been installed universally for
customers, it may be possible for study to be based on entire class of customers
instead of a sample subset. Where AMI is not yet universally installed, utility should
compare ongoing cost of metering equipment with installation of AMI equipment. If
utility has plans to universally install AMI but has not yet done so, Commission
should require utility to analyze advancing the installation date for a subset of classes
to have equipment to conduct load studies; advancing installation for a subset may
yield cost savings and serve as a trial for installation and working with AMI.

Staff believes the best data
available to an individual
company should be used, but that
at minimum a load study must be
conducted if AMI or AMR with
sufficient granularity is
unavailable to the company.
When AMI or AMR with
sufficient granularity is available
to a company, it must be used in
its cost of service study. Staff
does not advocate in this
rulemaking for any requirement
that a company must install AMI
or AMR with sufficient
granularity, or how a company
should roll out any deployment of
such technology.

Kroger

See response to question 2 of this section




3. Should the Commission allow parties to include confidential information in a cost of service study?

Stakeholder

Summary of Comments

Team Response

Companies

Yes, COSS should be treated consistently with other documents filed with
Commission.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

Public Counsel

Yes. Does not support rules requiring removal of information when a single customer
represents an entire class or special contract customer; such information should be
protected under Commission’s existing confidentiality practices.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

AWEC

Does not have a strong opinion, and will review other stakeholder responses.

Kroger

Confidential information should be minimized to allow for transparency and expedient
review; if information needs to be confidential, utility company should attempt to
provide a fully-functional, redacted version of model.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

3.a. If so, should confidential information be labeled in the same way as all other information identified

07-160?

as confidential under WAC 480-

Stakeholder

Summary of Comments

Team Response

Companies

Consistent with WAS 480-07-160, COSS should identify confidential information in a
way that is not impractical or unduly burdensome. Extremely difficult to designate
confidential information on cell-by-cell basis in large workbooks.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

Public Counsel

Yes, should be allowed to submit confidential information under a protective order per
existing Commission practices.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

AWEC

No Position.

Kroger

No Position.

3.b. What circumstances would require a party to provide a confidential version of a cost of service study?

Stakeholder

Summary of Comments

Team Response

Companies

Companies are not currently using confidential information in COSS; confidentiality
may arise if a different methodology is used, or circumstances change.

Staff agrees that in certain
circumstances issues of
confidentiality may arise.

10



Public Counsel

Proposed confidential treatment should be subject to existing Commission rules and
practices to protect confidentiality and rights of various parties.

Staff agrees that the
Commission’s current rules
should govern questions of
confidentiality and redaction.

AWEC

No response.

Kroger

A confidential version may be required if customer privacy would be compromised.

Staff agrees.

4. Should the Commission adopt rules that require parties to include in cost of service studies the reconciliation between test year billing
determinants and billing determinants used in the cost of service model?

Stakeholder

Summary of Comments

Team Response

Companies

Would not be necessary because billing determinants are not representative of COS
allocation factors. If test year billing determinants are components of COS allocation
factors, reconciliation is already in workpapers, which shows their
source/development.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer
relevant.

Public Counsel

Recommends that utility-sponsored COSS should provide revenues at current rates
and proposed Company rates. Billing determinants used to develop current and
proposed rates are beyond scope of COSS. Supports a rule that all adjustments to test
year revenues be included in filing, but should not impose that requirement on COSS
itself.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer
relevant.

AWEC Yes; requirement should include discussion of reconciliation process between test- Staff has changed the direction of
year billing determinants. This should be a spreadsheet with billing determinants used | the purpose of the rulemaking.
in COSS, and cell formulae intact that undertakes such reconciliation. Utility should This question is no longer
also describe changes in reconciliation process if it has changed from most recent relevant.
study.
Kroger Billing determinants used to set rates and inputs used to develop allocation factors Staff has changed the direction of

should be based on a consistent data set; however there are allocation factor inputs
that do not have a direct billing determinant corollary.

the purpose of the rulemaking.
This question is no longer
relevant.

4.a. Similarly, should the Commission require cost of service studies to include a reconciliation for unadjusted and pro forma revenues
and the resulting cost of service models?

Stakeholder

Summary of Comments

Team Response

11



Companies

Need more information as to what unadjusted and pro forma revenues would be used.

The template includes all
adjustments to test year revenues
and includes revenues as current
rates and proposed rates.

Public Counsel

See response to question 4 of this section.

See staff response to question 4.

AWEC Yes; requirements should require a discussion of reconciliation process for unadjusted | Workpapers must be filed that
and pro forma revenues, and Excel spreadsheet with cell formulae intact; should also | show the reconciliation where
describe changes in process if they have changed from most recent study. there is a relationship.

Kroger It is useful for utilities to itemize and quantify each adjustment made to actual The template requires this

revenues to develop pro forma revenues at current rates.

itemization.

5. Should the Commission include in a rule on cost of service studies definitions of specific terms used in cost of service studies? Please
include specific technical terms that should be defined.

Stakeholder

Summary of Comments

Team Response

Companies

No; adequate definitions are available in industry authoritative publications, such as
National Association of Regulatory Utility Commissioners and rate design manuals.

Commission Staff agrees with the
broad consensus among
stakeholders that the terms used
in the field of COSS and rate
spread analysis are well
developed and do not need to be
redefined in UTC rule. However,
Staff finds value in defining a few
common terms that are used
throughout the rule in order to
provide clarity for the entire
chapter. Also, coherence and
clarity of testimony contributes to
the weight the commission gives
testimony. All parties are
encouraged to expressly define
their terms or cite to an industry
manual, or other published
standard.

Public Counsel

No, this is unnecessary.

See response to Companies,
above.
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AWEC Could support defining a few well-established and common terms, but is concerned Staff agrees and finds value in
about becoming too granular with rules in this area. Alternative suggestion is to have | defining a few common terms
utilities define the terms used in their COSS. that are used throughout the rule

in order to provide clarity for the
entire chapter.

Kroger No Position.

6. There are several

overall methods upon which cost of service studies rely, e.g., marginal, total service,

embedded cost studies. Should the Commission rely principally upon a single method?

long run, incremental or

Stakeholder

Summary of Comments

Team Response

Companies

Yes; typically embedded cost or some form of marginal cost is relied on principally in
us.

Staff agrees. The rule requires a
COSS to be filed based on the
embedded cost methodology.
However, the rule expressly
permits parties to also file a
COSS based on a system-wide
econometric study or a system-
wide marginal cost study.

Public Counsel

COSS have traditionally been based upon embedded costs rather than marginal costs;
if Commission is considering relying on marginal cost studies to establish class
revenue responsibility and/or rate design, this dramatic shift in Washington
ratemaking process is beyond scope of this docket.

See response to Companies,
above.

AWEC

Recommends Commission does not rely on a single method for all services and all
utilities; supports traditional embedded COS approach for gas and electric utilities
with other modifications discussed in AWEC’s comments.

Staff partially agrees. The rule
requires a COSS to be filed based
on the embedded cost
methodology. However, the rule
expressly permits parties to also
file a COSS based on a system-
wide econometric study or a
system-wide marginal cost study.

Kroger

Since a utility’s non-fuel revenue requirement is primarily driven by its historical
investments, embedded costs are typically more representative of the actual revenue
requirement than marginal costs. Embedded COSS equitably reflect class cost
responsibility and the Commission should rely principally on embedded cost studies.

See response to Companies,
above.
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6.a. If so, what parameters should the method include? Is it necessary for the Commission or parties sponsoring a study to conduct
periodic revisions of the method? What would prompt such a revision?

Stakeholder

Summary of Comments

Team Response

Companies

The parameters should reflect the methodology; periodic revision of a methodology
may be appropriate, depending on utility circumstances.

The proposed rules do not specify
a period for review of the
methodology but do allow for
proposed changes to methodology
in the context of a GRC if the
proposal meets the exemption
requirements.

Public Counsel

See summary of PC’s response to question 6 above. Additionally recommends utilities
include updated and current class COSS in all rate case filings, unless Commission
grants an exception.

The rule as proposed requires
COSS to be filed in each rate
case.

AWEC GRC is appropriate to review COSS methods; rulemakings are useful to establish The rule as requires the filing of a
principles that might be applied; it’s difficult to consider reasonableness of any COSS ina GRC.
particular alternative in the absence of a specified COS proposal.

Kroger A COSS should accurately attribute costs to categories of customers based on how Section 050 specifies the priority

costs are incurred, with periodic revisions to reflect changes in utility’s costs, data
availability, or better reflect cost causation.

in the means for gathering data
and the rules allow for
exemptions to modify the rule’s
methodology if the change can be
demonstrated to be superior.

7. How should special contract customers be treated with regard to pass-through costs (i.e., separate riders identifying and recovering
specific types of costs)?

Stakeholder

Summary of Comments

Team Response

Companies

Special contracts should be a function of the contract terms negotiated between the
utility and customer, and approved by the Commission.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer
relevant.

Public Counsel

Special contracts should reasonably pay for services provided to these customers,
including services provided and collected through pass-through riders; cost
responsibility of individual riders/special contract customers should be evaluated on
case-by-case basis.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer
relevant.

14



AWEC

State adding a rider or surcharge would upset contractual agreement between utility
and company, and undermine the value of special contract program.

Staff has changed the direction of

the purpose of the rulemaking.
This question is no longer
relevant.

Kroger

Does not take a position.

8. The Commission is considering rules that require a baseline cost of service study for each Company. One option for such a process
would require a company to submit an initial baseline cost of service study for the Commission to review and approve. This would
happen in the next general rate case each company files after the Commission adopts rules requiring such a baseline. The Commission
would consider this baseline the standard approach for that company to allocate costs, inclusive of future updates with Commission
approval. Thereafter, a company would be required to present adjustments to the cost of service method in comparison to the latest
Commission-approved baseline.

Stakeholder

Summary of Comments

Team Response

Companies

See responses below

Public Counsel

Public Counsel did not respond to questions 8(a), 8(b), 8(c), 8(c)(i), 8(c)(ii), 8(c)(iii),
or 8(d) of this section individually, but rather gave one answer to question 8.

A “baseline” COSS is not desirable for the following reasons: class COSS only one of
many tools to establish class revenue responsibility. There is no absolute, correct class
COSS based on allocation of common or joint costs. The “baseline” study would
effectively serve as being precedential but this rigidity given evolving nature of
electric and natural gas industries would stifle improvements/revisions as a result of
operational or planning changes.

Staff concurs that a baseline
approach is not appropriate, and
has not pursued codifying a
baseline approach.

AWEC

See responses below.

Kroger

See responses below.

8.a. Is this a sound approach for providing consistency for the review of cost of service studies and their underlying methods?

Stakeholder

Summary of Comments

Team Response

Companies

It would not be advantageous to impose a baseline approach because many COS
elements are settled as part of the GRC, and the baseline erects barriers to such
settlements.

Staff concurs that a baseline
approach is not appropriate, and
has not pursued codifying a
baseline approach.

Public Counsel

See response to question 8 of this section.
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Staff concurs that a baseline
approach is not appropriate, and
has not pursued codifying a
baseline approach.

AWEC Has concerns about using a baseline concept, including placing significance on a
study to be a baseline, establishing a baseline in midst of significant changes in the
industry and technology, and legal concerns.

Kroger Does not object to a baseline COSS, recognizing that rate spread may differ from Staff has not pursued codifying a

results of COSS. Parties should be free to present alternatives to baseline study in
future rate cases, and the determination by Commission of appropriate method(s)
should not be prejudged in favor of baseline study.

baseline approach.

8.b. What specific topics or aspects of a cost of service study should or should not be included as a part of a baseline study?

Stakeholder

Summary of Comments

Team Response

Companies

See response to 8(a) of this section.

Public Counsel

See response to question 8 of this section.

AWEC If Commission does adopt a baseline approach, it should be limited to the format of Staff has not pursued codifying a
study and informational requirements in it; the specific factors and data included baseline approach.
should be allowed to change over time.

Kroger No position.

8.c. Should there be a defined timeframe for the effective period of a baseline cost of service study before formal re-evaluation of the

baseline would be required?

Stakeholder

Summary of Comments

Team Response

Companies

No, GRC provides opportunity to review baseline COSS.

Staff has not pursued codifying a

baseline approach.

Public Counsel

See response to question 8 of this section.

AWEC If Commission does adopt baseline concept, there should be defined timeframe for Staff has not pursued codifying a
effective period. baseline approach.
Kroger The GRC would provide an appropriate forum for formal re-evaluation; as long as Staff has not pursued codifying a

base rates remain unchanged, no timeframe is necessary.

baseline approach.

8.c.i. Should the timeframe for re-evaluation be the same for all companies?

Stakeholder

Summary of Comments

Team Response

Companies

See response to 8(c) of this section.

Public Counsel

See response to question 8 of this section.
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AWEC

Could be different across industries depending on industry type, and could default to
shortest time frame for utilities that are joint electricity and natural gas. If there is an
effective time period for a COSS, utility should be required to file a new COSS no
less than twelve months prior to end of effective period to allow parties and
Commission sufficient time for review and issuance of order.

Staff has not pursued codifying a
baseline approach.

Kroger

See response to question 8(c) in this section.

8.c.ii. Should baseline studies be established or reviewed outside of a general rate proceeding?

Stakeholder

Summary of Comments

Team Response

Companies

Should be flexible to file a request for a revenue-neutral review of baseline COSS.

Staff has not pursued codifying a
baseline approach.

Public Counsel

See response to question 8 of this section.

AWEC If Commission does adopt baseline approach, the baseline should be established in a Staff has not pursued codifying a
general rate proceeding, because the COSS would affect rates and rates are set in a baseline approach.
general rate proceeding.

Kroger Does not object to review of baseline studies on revenue-neutral basis. Staff has not pursued codifying a

baseline approach.

8.c.iii. Should the Commission consider re-evaluation simultaneously for all companies?

Stakeholder

Summary of Comments

Team Response

Companies

Commission has authority to order generic re-evaluation of COSSs.

Staff has not pursued codifying a
baseline approach.

Public Counsel

See response to question 8 of this section.

AWEC Simultaneous re-evaluation would be necessary if factors or force affect all utilities Staff has not pursued codifying a
simultaneously. If factor causing consideration of re-evaluation is utility specific, there | baseline approach.
would be no need to require all utilities® COSSs to be re-evaluated.

Kroger Does not take a position.

8.d. Which metrics should be considered as the trigger for a formal re-evaluation of a baseline cost of service study?

Stakeholder

Summary of Comments

Team Response

Companies

Difficult to anticipate specific metrics, and may be too limiting in their application.
Evolving changes in energy utility industry may produce shortcomings in structure
and/or cost methodologies of status quo baseline COSSs.

Staff has not pursued codifying a
baseline approach.

Public Counsel

See response to question 8 of this section.
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AWEC If Commission adopts baseline approach, possible metrics offered at this point are time | Staff has not pursued codifying a
update baseline after a specified number of years, or change in utility’s organizational | baseline approach.
structure (such as new affiliates, or a merger/acquisition).

Kroger Does not take a position.

9. What other topics

should the Commission consider in adopting rules governing cost of service studies?

Stakeholder

Summary of Comments

Team Response

Companies

None; foregoing list provides thorough review of relevant topic areas.

Public Counsel

Controversial issues should be decided on case-by-case basis because each utility
presents unique facts and circumstances.

Staff will consider whether there
are any controversial issues that
would be appropriate to address
on a case-by-case basis. Staff
believes the already-identified
issues for potential controversy
are the methodologies that should
be required by rule. Staff
believes the scenarios analysis
presented through this
rulemaking shows that the
discrepancy of the results
between the use of one
methodology or another is
negligible.

AWEC Does not have any other topics to offer at this time. May have topics to suggest after
reviewing other parties’ comments.
Kroger Does not offer specific recommendations outside those already addressed.

Questions affecting electric utility service only

1. Should the Commission require marginal cost studies for special contract customers that rely upon a utility for electric generation,
transmission, distribution, or a sub-set of these components?

Stakeholder

Summary of Comments

Team Response
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Electric Companies

Because nature of special contract customers vary greatly, it wouldn’t make sense for a
marginal COS for some special contract customers. Opposed to a marginal COS if
purpose is to potentially adjust special contract rates during term of the contract. Not
opposed to marginal COS if purpose is for data points to allow parties to see how
contract is progressing.

The intent was to see how the
contract was progressing, not to
change the terms of any
contract.

Staff has changed the direction
of the purpose of the
rulemaking; this question is no
longer relevant.

Public Counsel

Same concerns and recommendations with respect to marginal COSS for special
contract customers for both electric and natural gas service. Cautions against any
rule/policy statement regarding broad general term of marginal cost. Burden of proof
should be on utility to show the discounted rate for special contract customer is required
to maintain customer’s load and energy use, which then provides some benefit to all
remaining ratepayers.

Staff has changed the direction
of the purpose of the
rulemaking; this question is no
longer relevant.

AWEC For general response to this question, see response to question 1 in the next section. The intent was to see how the
Specifically for electric customers, AWEC is only aware of one special contract, where | contract was progressing, not to
requirements were developed by all parties to the case and approved by the change the terms of any
Commission. AWEC would have serious concerns with developing new rules that contract.
effectively modify that settlement and special contract. Staff has changed the direction

of the purpose of the
rulemaking; this question is no
longer relevant.

Kroger Does not take a position.

2. How should cost of service studies allocate demand and energy costs?

Stakeholder

Summary of Comments

Team Response

Electric
Companies

Each utility uses an allocation method that works for their specific company; some utilities
may be open to discussing revisions of their methodology. Each Electric Party responded
independently, and their responses are summarized independently for question 2; the
Electric Companies jointly responded to subsequent questions 2(a), 2(b), and 2(c).

PSE: Currently uses a peak credit classification of demand and energy costs. Demand
component is class-level average of 4CP month November — February. Energy component
is class-level loss adjusted normal delivered kWh. Amenable to explore alternative
methods that make sense for their system and customer dynamics.

Avista: Currently uses a peak credit classification of demand and energy costs, utilizing
test year system load factor to determine peak credit ratio. Demand component is class-
level average 12NCP. Energy component is class-level loss adjusted test year normalized

The allocation of demand and
energy will be discussed at the
September 25, 2019 workshop.
The discussion will revolve
around the scenario results
posted to the docket on June 14,
2019.
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annual kwh consumption. Distribution system demand costs not directly assigned are
allocated by 12NCP

Pacific Power: Does not take a specific position on any COS methodology for purposes of
this survey. Does not think any methodology should be given preference in rules. In last
GRC, used a peak credit classification of demand and energy costs, utilizing test year
system load factor to determine peak credit ratio applied to production and transmission
costs. Demand component was class loads during top 100 hours in Winter and top 100
hours in Summer in west control area loads. Energy component was class loss adjusted test
year normalized annual KWh consumption. Open to exploring alternatives.

Public Counsel

Interprets this question to relate only to utility-owned generation plant costs because
question 3 of this section relates to fuel costs, purchased power costs, transmission,
distribution, and other cost separations.

Utility-Owned Generation Plant: Probability of Dispatch method accurately measures and
appropriately allocates costs on an hour-by-hour basis. Class hourly loads and hourly
generation output by unit are not always available, so less rigorous methods should be used
to reflect the fact a portion of generation plant should be allocated based on portion of CP
demands and a portion on annual energy usage; these less rigorous methods include Peak
Credit, Base-Intermediate-Peak, and Peak & Average.

The allocation of demand and
energy will be discussed at the
September 25, 2019, workshop.
The discussion will revolve
around the scenario results
posted to the docket on June 14,
2019.

AWEC The Commission should re-evaluate its use of Peak Credit method, and should consider The allocation of demand and
other acceptable methods that might be used to determine the portion of production costs energy will be discussed at the
to allocate as demand and energy. AWEC’s response to this question generally focuses on | September 25, 2019, workshop.
production costs. The discussion will revolve

around the scenario results
posted to the docket on June 14,
2019.

Kroger May be appropriate to allocate demand-related costs based on each class’s contribution to | The allocation of demand and

CP, 4CPs, or 12CPs; allocate demand-related distribution costs on each class’s individual
peak, i.e,. NCP. It is equitable to allocate production and transmission plants costs
primarily based on demand; if production and transmission costs should be allocated based
on energy, the Average and Excess method is a reasonable and objective approach.

energy will be discussed at the
September 25, 2019, workshop.
The discussion will revolve
around the scenario results
posted to the docket on June 14,
2019.

2.a. Is a single method or a set of methods the most balanced and fair to all parties involved?

Stakeholder

Summary of Comments

Team Response
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Electric Companies

No objection to unique energy/demand allocation methodologies used by various
Companies; recognize unique system needs and customers of each utility.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Cautions against any assertions that there should be one-size-fits-all COS approach, or
there is one absolutely correct method to reasonably allocate generation related costs.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC There isn’t a single cost allocation system that provides a common solution for all Based on the discussion at the
issues of cost allocation that might arise; yet a common set a principles might be December 3, 2018, and
established and applied in a manner that is consistent and rational. February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
Kroger Does not believe it is necessary to mandate uniform COS methods. Believes equitable | Based on the discussion at the

allocate production and transmission plant-related costs primarily based on demand; the
Average and Excess method is also a reasonable approach. An allocation method for
distribution poles, conductors, and transformers needs to recognize that a significant
portion of investment required is directly related to the number of customers and their
geographic dispersion of utility’s system.

December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

2.b. Should the Com

mission establish a preference for a particular method? Please explain your response.

Stakeholder

Summary of Comments

Team Response
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Electric Companies

Should be flexible to reflect conditions and customers served by responsible utility.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

See response to question 2(a) of this section.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC AWEC supports having different methods for different utilities that take into Based on the discussion at the
consideration the unique aspect of the utility’s electric loads. Supports methods that December 3, 2018, and
focus on the top summer and winter peaking hours, as the increasingly dual peaking February 20 and 21, 2019,
nature of utilities in the Northwest. technical workshops, Staff has
Notes the Commission has had a general preference for using the Peak Credit method, | written draft rules that specify
but has concerns with the continued use of that method, because: 1) combustion turbine | which methods must be used in
technologies have advanced significantly; and 2) utility planning dichotomy is a COSS.
transforming into one that is more oriented towards building renewables for energy and
maintain enough capacity to augment the energy and capacity provided by the
renewables.

Kroger See response to question 2(a) of this section. Based on the discussion at the

December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

2.c. Are there specifi
specific methods?

¢ methods that should not be considered by the Commission? For what reason should

the Commission not consider

Stakeholder

Summary of Comments

Team Response
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Electric Companies

Decline to prescribe one uniform method for all utilities.

Staff believes the scenarios
analysis presented through this
rulemaking shows that the
discrepancy of the results
between the use of one
methodology or another is
negligible.

Public Counsel

Yes, should not consider any method that considers only class peak demands to allocate
generation plant costs. Average and Excess method should not be considered as it bears
no resemblance as to how costs are incurred or caused across classes.

Staff will take this comment
into consideration when writing
the methods section of the draft
rules.

AWEC Does not support using 12CP to measure demand for production plant; states 12CP Staff will take this comment
more closely resembles a measurement of energy consumption than peak demand. into consideration when writing
the methods section of the draft
rules.
Kroger Does not support the Peak and Average method because of the double weighting of Staff will take this comment

average demand (or energy) component, and does not properly assign the cost of
production.

into consideration when writing
the methods section of the draft
rules.

3. How should cost of service studies classify and allocate:

Stakeholder

Summary of Comments

Team Response

Electric Companies

Each utility uses an allocation method that works for their specific company; some
utilities may be open to discussing revisions of their methodology.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

See responses below.

AWEC

See responses below.

Kroger

See responses below.

3.a. Transmission and distribution assets?

Stakeholder

| Summary of Comments

Team Response
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Electric Companies

PSE: Currently bases costs on peak credit with 4-CP demand factor, and performs a
direct assignment of distribution plant mostly based on substation loads, circuit line
miles and loads, loads on transformers, forward looking meter cost studies, etc. Would
prefer to continue its current method, and is opposed to general Non-Coincident Peak or
Customer Allocation methods, but open to reasonable alternatives.

Avista: Same as production costs summarized in question 2 of this section. The
company performs a direct assignment of distribution plant, based on substation loads
and circuit or conductor line miles for large industrial customers. Remainder of demand-
related distribution plant is allocated to other customer groups by 12NCP. Customer-
related distribution plant, consisting of meters and services, is allocated by number of
customer-based allocators; street and area lighting are directly assigned. Would be
amenable to explore alternatives.

Pacific Power: In last GRC, classified and allocated transmission costs consistently
with generation costs. Distribution substations and primary lines were allocated on
maximum annual schedule peak. Distribution line transformers and secondary lines
allocated on maximum NCP weighted by diversity factor for classes that use facilities.
Meters and services allocated based upon cost of new equipment applied to customer
counts. Open to exploring alternatives.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Transmission: supports continued policy of classifying and allocating transmission plant
in same manner as generation plant.

Distribution: breaks answer into two sections:

Classification of Distribution Plant: recommends the customer density/mix analysis be
bifurcated between the primary and secondary subsystems.

Allocation of Distribution Plant: lists criteria from Accounts 360-373 as how plant
accounts are allocated to customer classes. Sum of individual customer demands are
preferred allocator for secondary voltage demand costs while NCPs are preferred
allocator for primary voltage demand costs.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC

Recommends transmission costs be allocated on basis of 12CP, as it also generally
conforms with FERC cost allocation. Disagrees with premise that transmission costs
ought to receive same demand/energy weighting as fixed production costs because it
assumes all transmission is a substitute for generation. Supports 12CP because it is a
pure measurement of peak demand and has an element of energy because it is measured
over the twelve months of the year.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
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Kroger

Transmission assets constructed to meet system’s CP demands, and Kroger believes
allocation based on demand best reflects cost causation; states 4CP and 12CP are
frequently used, and that Average and Excess method is another reasonable approach.
Distribution assets appropriately classified as customer or demand-related; for demand-
related distribution costs, NCP is appropriate. FERC Accounts 364-368 have a
significant customer-related component; this is appropriately allocated based on number
of customers. Services and meters are appropriately classified as entirely customer-
related.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

3.b. Fuel costs and p

urchased power?

Stakeholder

Summary of Comments

Team Response

Electric Companies

PSE: Currently uses peak credit method that weights energy and demand components
in class allocation. Finds it is sufficient, and is open to reasoned alternatives.

Avista: Currently uses peak credit method discussed in question 2 of this section.
Considers this reasonable, but would be amenable to other alternatives.

Pacific Power: Used methods consistent with all other generation costs in last GRC.
Open to exploring other alternatives.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Fuel Costs: under no circumstances should fuel costs be allocated based on peak
demands or any other demand-type allocator. Public Counsel recently conducted a
detailed hour-by-hour fuel cost study, determined allocation of annual fuel costs based
simply on annual energy usage was reasonable.

Purchased Power Costs: a one-size-fits-all approach may not be appropriate, thus a
detailed analysis of purchased power costs should be conducted on a utility-by-utility
basis.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC

Recommends fuel and purchased power costs be considered in the classification of
production costs between demand and energy components, either using Peak Credit
method or some alternative.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
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Kroger

Fuel costs typically classified as energy-related, and allocated based on loss-adjusted
kWh. Kroger generally supports production plant allocation method based on demand,
and states that most utilities outside of Washington use this method. Does not object at
continuing the allocation methods for fuel and purchased power costs, as PSE, Avista,
and Pacific Power currently allocate a significant portion of production plant costs
based on energy, and allocate fuel and purchased power costs consistently with
production plant.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

3.c. Common and joint costs?

Stakeholder

Summary of Comments

Team Response

Electric Companies

Start by defining common costs and joint costs. Common costs: fixed costs of service to
one or more classes, or cost of providing multiple products or services to same class
that use same facilities and the use by one class precludes the use by another class. Joint
costs: occur when two or more products or series are produced simultaneously by same
facilities in fixed proportions.

Stated that there is no one best allocation method that may be applied as a one size fits
all for common costs because no two utilities are exactly alike. There is a best cost
allocation method for each application that reflects how utility is currently planned and
operated.

Stated that each class of customers shares in benefits of joint costs and economies of
scale in proportion to their contribution. The equitable cost sharing results from
application of classes’ respective demands in cost allocation process throughout COSS.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Interprets these costs as “overhead” costs incurred in a common or joint manner to
serve all customers and overall business operations; does not have a strong
position/preference as it related to allocation of general plant.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC

The functionalization of such costs is typically of greater concern than the allocation;
not certain what types of costs the Commission would consider as common or joint in
this context.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
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Kroger

Separate common and joint costs, where possible, into utility functions served in
incurrence of those costs and should be allocated to classes based on principles of cost
causation. If common or joint costs cannot be functionalized and then classified, may be
allocated based on overall rate base, overall revenues, or similar composite allocator.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

3.d. Administrative and general costs?

Stakeholder

Summary of Comments

Team Response

Electric Companies

PSE: Currently allocate insurance costs on rate base or plant allocation factor;
administrative and general costs allocated on salary and wage method. Finds these
methods satisfactory, but open to reasoned alternatives.

Avista: Currently identifies administrative and general costs that can be directly
associated with production, transmission, distribution, or customer service functions to
allocate them by relevant plant assignment or number of customers; remaining costs
allocated by non-resource operating and maintenance expenses, plant in service totals,
or salary and wage expense totals. Prefer to continue using this method to assign
administrative and general costs, but would be open to alternatives regarding all
functionally common costs.

Pacific Power: Allocated most administrative and general expenses to plant in last
GRC.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Consideration should be given to individual accounts. Note that expense Account 923
is used as a catchall for collective amount of affiliate transactions/other outside
services, and a separate analysis should be conducted regarding various types of
services included in this account.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC

Generally fine with functionalizing these costs and then allocating them accordingly.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
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Kroger

Administrative and general expenses should be consistent with underlying cost
causation to extent practicable.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

e. Poles, conductors,

and line transformers?

Stakeholder

Summary of Comments

Team Response

Electric Companies

See response to 3(a) of this section.

Public Counsel

Relatively non-controversial after costs are classified as customer or demand costs; see
response to question 3(a) of this section for more details.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC

AWEC does not have a proposal for these costs at this time.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Kroger

Have both demand-related and customer-related components. Minimum-size or
minimum-intercept methods may be used to figure out customer-related portions; once
determined, customer-related component is allocated based on number of customers,
while demand-related component is allocated based on NCP. Believes PSE’s allocation
method is reasonable.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

4. Are there any other costs that cost of service studies should classify and allocate in a specific way?

Stakeholder

Summary of Comments

Team Response
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Electric Companies

Puget Sound Energy was the only one of the Electric Companies to provide a response.

PSE: Currently allocates Federal Income Tax on rate base; finds it to be a satisfactory
method.

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

Public Counsel

Commission should consider utility-specific factors in classifying and allocating costs
rather than adopting a blanket approach for all Washington utilities

Based on the discussion at the
December 3, 2018, and
February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.

AWEC Generally not opposed to method utilities are using today; to extent utilities are Based on the discussion at the
upgrading their metering infrastructure for AMI or similar tech, costs of upgrades are December 3, 2018, and
most appropriately assigned to classes receiving and benefiting from upgraded meters. | February 20 and 21, 2019,
technical workshops, Staff has
written draft rules that specify
which methods must be used in
a COSS.
Kroger No response.

Questions affecting natural gas service only

1. Should the Commission adopt rules requiring marginal cost of service studies for special contract customers that rely upon a utility for
natural interstate pipeline connections, localized distribution, or a sub-set of these components?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Commission’s rules specify requirements for a special contract and necessary
underlying cost support. Cost support should be revisited upon a revision to terms and
conditions of existing special contract, or upon expiration of initial term of special
contract where a renewal of existing special contract, or new special contract is
requested on behalf of the customer.

The purpose of a marginal cost is
not to revisit the terms of a special
contract. The marginal cost study
is done only to provide visibility of
the cost relationships between the
special contract customer and the
rest of the customer base with the
system cost of service.
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Public Counsel

Same concerns and recommendations with respect to marginal COSS for special
contract customers for both electric and natural gas service. Cautions against any
rule/policy statement regarding broad general term of marginal cost. Burden of proof
should be on utility to show the discounted rate for special contract customer is
required to maintain customer’s load and energy use, which then provides some benefit
to all remaining ratepayers.

See answer above.

AWEC

Load retention marginal cost analysis are already required by WAC 480-80-143, so no
change is required. A substantial portion of utility’s costs are not marginal, and are
typically based on average embedded cost. But, average embedded costs typically do
not give correct pricing signals for serving new or incremental customer load. A
marginal cost analysis may be more reflective of economic considerations in pricing
for serving the new or incremental customer loads.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer relevant.

1.a. To what extent should these contracts be subject to scrutiny regarding the impact on other customers

of the cost assignment to special

contracts?

Stakeholder Summary of Comments Team Response

Natural Gas Adding special contracts as their own class to the embedded COSS in the GRC would | Staff agrees that special contracts
Companies provide useful information as to the rate of return performance of that group in relation | would be presented as their own

to remaining customer classes.

rate class.

Public Counsel

See response to question 1 of this section. Additionally, utility should be required to
maintain detailed records supporting need for, and cost benefits to, ratepayer associated
with discounted rate to selected customers if special contracts have rates below full
tariff rates; studies/analyses supporting discounted rates due to contract
renewals/renegotiations should be required to be updated.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer relevant.

AWEC

All customers are better off if a special contract customer remains on the system. A
load retention marginal cost analysis is appropriate for this analysis.

Staff has changed the direction of
the purpose of the rulemaking.
This question is no longer relevant.

2. How should cost of service studies allocate demand and throughput?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Gas Companies request clarification on question. Suggest allocating throughput on
basis of throughput, and demand-related costs on actual or planning peaks. Cascade
supports allocating demand on design day demand.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.
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Public Counsel

Interprets this question to relate to non-gas costs relating to natural gas distribution
companies’ (NGDCs) base rates, and because they are generally able to pass through
purchased gas costs. COSS should exclude costs and revenues associated with
purchased gas costs. Does not agree with allocating storage-related costs on some
measure of only a single day of peak demand is appropriate because storage facilities
typically used throughout winter months. Mains-related costs should be allocated based
on combination of peak day demand and average day demand.

The question refers only to the
non-gas costs. This was discussed
in the February 2019 workshop
and will be revisited in the
scenario discussion during the
September 2019 workshop.

AWEC

Supports class COSS method that allocates demand-related costs based on customers’
peak load characteristics as they most accurately reflect cost causation. A portion of
mains should be classified and allocated based on number of customers, because the
utilities design their system to connect customers to the system.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS. In
addition, how mains will be
allocated is a topic of discussion at
the September 25, 2019,
workshop.

2.a. Is a single method or a set of methods the most balanced and fair to all parties involved?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Continue with different methods, because a single cost allocation method is unlikely to
be fair to all parties.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

Public Counsel

Cautions against any one-size-fits-all COS approach, or that there is one absolutely
correct method the reasonably allocate distribution-related costs. See response to
question 2 of this section.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

AWEC

All classes should include consideration and incorporation of peak use characteristics.
AWEC would support a range of class COSSs filed by utility and used to determine a
range of reasonableness with respect to class COS.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical

31




workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

2.b. Should the Commission establish a preference for a particular method?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Continue to accept and allow for difference in methodologies, because the differences
can be result of a history of the unique constituencies and circumstances.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

Public Counsel

Cautions against a one-size-fits-all solution; recognizes multiple COSS methods can
result in reasonable cost allocation. See response to question 2(a) of this section.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

AWEC

The Commission should use Design Day Demand or Average and Excess methods
because they best reflect class cost causation. If Design Day Demand or Average and
Excess methods are not used, recommends studies that use similar principles. The Peak
and Average method does not best reflect class cost causation because it double counts
average demand cost allocation.

Staff is including for discussion all
allocation methods. Staff will
consider revising the use of a
particular method if such method
is proven faulty or results in
double counting costs.

2.c. Are there specific methods that should not be considered by the Commission? For what reason should the Commission not consider

specific methods?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

This generic proceeding provides the Commission with an opportunity to evaluate a
range of cost allocation methods. Excluding a particular method from consideration
would be presumptive and inappropriate.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

Public Counsel

Yes. See responses to questions 2 and 2(a) of this section.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
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rules that specify which methods
must be used in a COSS.

AWEC

Recommends Peak and Average method not be used because it does not best reflect
class COS; it double counts average demand in cost allocation, and unnecessarily
skews results to allocate more costs to higher volume users even though their demand
is more consistent.

See answer above

3. How should a cost

of service study address the allocation of mains?

Stakeholder Summary of Comments Team Response
Natural Gas Gas Companies advocate that the Commission continue to support differences in How mains will be allocated is a
Companies methodologies. The Gas Companies have answered independently on questions 3 and | topic of discussion at the

3(a), and as a group for 3(b) and 3(c).

Cascade Natural Gas: Distribution mains should be allocated to the rate classes in
proportion to their peak period load requirements and number of customers. Demand-
related costs of distribution mains on the basis of a utility’s system capacity planning
criteria best reflects cost causation.

PSE: Currently uses peak and average method to allocate distribution costs; in 2017
GRC, ~67% based on design day peak, and ~33% on average throughput. Finds this
method is satisfactory, but is open to discuss reasonable alternatives.

NW Natural: In 2008 GRC, used peak and average method; believes this method is
reasonable, but is open to discuss alternatives.

Avista: Currently uses a peak and average method; finds this is a balanced method that
reflects how the system is designed, but is open to discuss reasonable alternatives.

September 25, 2019, workshop.

Public Counsel

See the allocation methods described in question 2 of this section. Peak and Average
method is most reasonable approach to allocation of mains.

How mains will be allocated is a
topic of discussion at the
September 25, 2019, workshop.

AWEC

Supports a class COSS that allocates demand related costs based on customers’ peak
load characteristics, like Design Day Demand and Average and Excess methods.

How mains will be allocated is a
topic of discussion at the
September 25, 2019, workshop.

3.a. What is the appropriate balance of demand with throughput?

Stakeholder

Summary of Comments

Team Response
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Natural Gas
Companies

Cascade Natural Gas: It should not be included because it is not a cost causative
factor underlying the capacity costs.

PSE: Uses gas system load factor for test year to determine the balance; finds this
reasonable, but is open to other reasoned approaches.

NW Natural: Determines share of mains costs to be allocated by peak versus average
using load factor for system.

Avista: Uses gas system load factor for test year to determine split between demand
and throughput; finds this reasonable, but would be open to other reasoned approaches.

Staff will review all approaches
that give sufficient importance to
throughput, system design, and
demand.

Public Counsel

The Peak and Average method equally weights demand and throughput, which strikes
an appropriate balance. Use of load factor to weight between demand and throughput
places too much weight on demand and not enough on throughput.

Staff will review all approaches
that give sufficient importance to
throughput, system design, and
demand.

AWEC

Recommends demand classified costs be allocated on peak load characteristics of its
customer classes, and not on throughput; a portion of the mains should be classified
and allocated based on number of customers because utilities design the capacity of the
transmission and distribution mains to meet the design day demands, not annual
throughput.

Staff will review all approaches
that give sufficient importance to
throughput, system design, and
demand.

3.b. Is it appropriate

for the Commission to establish or allow different companies to use different methods?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Yes, should retain flexibility to do so, based on specific cost considerations, as
supported by a particular utility.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

The results of the cost of service
models using different cost
allocation methodologies will be
discussed during the September
2019 workshop.

Public Counsel

As a general framework, Peak and Average method is appropriate for all NGDCs in
regards to allocation of distribution mains; may be some difference in measurement of
peak day demands as well as how interruptible customers’ usage and load
characteristics are measured across utilities.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
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rules that specify which methods
must be used in a COSS.

The results of the cost of service
models using different cost
allocation methodologies will be
discussed during the September
2019 workshop.

AWEC

Recommends all utilities provide results for review that use same common class COS
methods. Reasonable variations of these methods (Design Day Demand, Average and
Excess, and Peak and Average) would be acceptable.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

The results of the cost of service
models using different cost
allocation methodologies will be
discussed during the September
2019 workshop.

3.c. Should the Commission allow a cost of service study to exempt specific customer classes from an identified methodology?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Direct assignment of costs that can be specifically identified with customers in a
certain class should replace or “exempt” an otherwise identified method.

Staff will review methodologies
that best reflect the use and design
of the system during peak and non-
peak instances. The goal is to find
the best way to allocate costs given
how the customer is using the
system and its specific contract
terms.
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Public Counsel

Generally believes this question refers to interruptible and/or special contract
customers. Interruptible customers should be treated as their own separate class of
customer. Costs should be assigned on case-by-case basis depending on terms; should
not enjoy a free ride on allocation of mains, and believe a reasonable method is to
develop a mains allocator with the Peak and Average method, where the interruptible
class is not assigned a “peak” portion, but is responsible for the “average” (throughput)
portion.

For special rate customers seems illogical to fully allocate costs because they are not
expected to pay full allocated cost of service; believe this issue is best addressed on a
case-by-case basis

Staff will review methodologies
that best reflect the use and design
of the system during peak and non-
peak instances. The goal is to find
the best way to allocate costs given
how the customer is using the
system and its specific contract
terms.

AWEC

To extent costs can be identified to a particular class, it would be appropriate to
directly assign those costs to that class; may be appropriate to modify a class COSS to
take into account load profiles of seasonal or interruptible customers.

Staff will review methodologies
that best reflect the use and design
of the system during peak and non-
peak instances. The goal is to find
the best way to allocate costs given
how the customer is using the
system and its specific contract
terms.

4. How should cost of service studies classify and allocate:
a. Common and joint costs?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

Same answer as question 3(c) in the Electric Utility Only section.

See Staff response to question 3(c)
in the Electric Utility Only section.

Public Counsel

Interprets this question to refer to costs that are typically “overhead” costs incurred to
serve overall business operations. There are no true costs causative metrics to measure
overhead cost incidence such that the selected allocation approach to assign the costs
often vary by expert; does not have a strong position/preference as it relates to
allocation of general plant.

Staff supports the allocation of
certain costs on a function basis to
the extent that the information is
available.

AWEC

To extent common and joint plant costs should be allocated, would support allocation
of common and joint plant costs based on labor operating ratios. The amount of labor,
wages, and salaries assigned to each function is known, and a set of labor expense
rations is available for use in allocating accounts such as transportation equipment,
communications equipment, and general office space.

Staff supports the allocation of
certain costs on a function basis to
the extent that the information is
available.
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4. How should cost of service studies classify and allocate:

b. Administrative and general costs?
Stakeholder Summary of Comments Team Response
Natural Gas Utilities allocate various accounts using similar allocation methods, but there may be Staff will consider specific
Companies subtle differences based on each utility’s unique circumstance; Gas Companies are open | accounts that need different

to discussing reasoned common rules for allocating administrative and general costs.

treatment depending on the
circumstances.

Public Counsel

Consideration should be given to individual accounts. Note that expense Account 923 is
used as a catchall for collective amount of affiliate transactions/other outside services,
and a separate analysis should be conducted regarding various types of services
included in this account.

Staff supports the allocation of
certain costs on a function basis to
the extent that the information is
available.

AWEC

Would support allocation of administrative and general costs on basis of sum of other
operating and maintenance expenses (excluding gas cost).

Staff supports the allocation of
certain costs on a function basis to
the extent that the information is
available.

5. Are there any oth

er costs that cost of service studies should classify and allocate in a specific way?

Stakeholder

Summary of Comments

Team Response

Natural Gas
Companies

The greater the magnitude of cost responsibility based upon direct assignments, the less
reliance placed on common plant allocation methods associated with joint use plant.

Staff agrees that direct allocation
of costs should be preferred.

Public Counsel

Additional costs should be identified and addressed as they specifically relate to an
individual utility, rather than applying a one-size-fits-all method.

Based on the discussion at the
December 3, 2018, and February
20 and 21, 2019, technical
workshops, Staff has written draft
rules that specify which methods
must be used in a COSS.

AWEC

To the extent particular cost can be identified and attributed to a specific customer class,
it would be appropriate to directly assign that cost to the customer class.

Staff agrees that direct allocation
of costs should be preferred.
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COMMENTS FROM THE REVISED NOTICE OF OPPORTUNITY TO FILE WRITTEN COMMENTS ISSUED ON MAY 6, 2019

Stakeholder Summary of Comments Team Response

The Energy Project | The Energy Project did not respond to the specific technical questions at this time; they
did provide some edits to the informal draft rules. Northwest Natural did not provide
answers to the three questions; they did provide comments and edits to the informal
draft rules, specifically the section on data input type, WAC 480-xxx-060(1).

1. How should a cost of service study reflect special contracts?

1.a. Is it appropriate to treat them as a separate customer class?

1.b. How should revenue from special contracts be included or shown as an offset to other customer classes?

1.b.i. Would this require a specific adjustment in the revenue requirement model?

Staff summarized the responses to these questions jointly.

Stakeholder Summary of Comments Team Response
Avista Segregate special contract revenue, then allocate it back to the other rate classes by Agree

relative rate base.
Cascade Treated as a separate class; if not treated as a separate class, then revenues from special | Agree

contract credited back to other customer classes.
No need to adjust the revenue requirement model.

Pacific N/A, Pacific does not have special contracts in WA. N/A
Puget Sound Reflects special contracts as separate class currently. Currently includes revenue from Agree
Energy special contracts under own customer class in COSS; if special contracts are not treated

as separate customer class, then revenues should be treated as an offset to other
customer classes. No adjustment needed to revenue requirement model.

AWEC Special contract customers should not be allocated any costs in a COSS. Special Agree
contract revenue spread to other customers classes based on COSS approved in rate
proceeding.

Should be treated as a separate customer class; no need to adjust the revenue
requirement model.

Public Counsel Special contract revenues credited to all other rate classes, either allocated based on Agree
current rate revenues or rate base (parties should be able to advocate their preference for
either way in a GRC). No adjustment to the revenue requirement model.
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2. Are the proposed input data types (advanced metering infrastructure, special contracts, load studies) sufficient, or should there be other

types of data?

Stakeholder

Summary of Comments

Team Response

Avista Sufficient at this time; should be flexible to incorporate unforeseen new sources in Staff agrees, and notes that the

changing energy landscape. Commission has authority to open
a rulemaking to change, update, or
amend its rules should the energy
landscape evolve.

Cascade The hourly/sub-hourly consumption data available with AMI is irrelevant for gas Staff understands and has added
because gas operates on a 24-hour gas day; if seasonal variation is identified, then it clarifying language regarding the
could provide useful information for rate design. necessary granularity of data

(daily) for natural gas.

Pacific Language should be added to include smaller, fixed-usage period customers, like street | Staff agrees in part. Language has

lights. Provided proposed language in redline edits. been added to incorporate street
lights. Staff disagrees at this time
that other customers’ usage should
be estimated similarly.

Puget Sound Rule should be flexible enough to allow other types of data input should be allowed as | Staff agrees, and believes the rule

Energy necessary and appropriate, but does not have any specific data types to include at this provides sufficient flexibility by
time. affording multiple options for

acceptable input data, while
providing guidance as to what data
must at minimum be used.

AWEC Load studies are useful with respect to gas design day demand determination. Staff agrees that data from load

studies are acceptable inputs for
cost of service study.

Public Counsel

Proposed inputs good for electric. Natural gas companies should be able to use
statistical/econometric analyses when classes’ actual metered loads are unknown.

The load study definition in the
proposed draft rules is a statistical
study. Staff disagrees to the extent
that data from estimates or
forecasts are included in the
meaning of this comment.
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3. How often should load studies be performed?

Stakeholder

Summary of Comments

Team Response

Avista

Minimum of every five years.

Agreed.

Cascade

Load studies already required in IRP; only additional requirement is class-by-class
demands be consistent with methodology in most recent accepted IRP.

IRPs have load forecasts, not
studies; a forecast is not the same
as a study. A “load study” is
defined in this rule, and must be
based on sampled data. IRPs are
only acknowledged by the
commission, not approved.

Pacific

A new load study done during test period for rate case. Equipment sample rotation
occurs less frequently, and does not recommend codifying how often equipment must be
rotated.

Staff believes that a minimum of
one load study every 5 years is
appropriate. A load study for every
rate case may be too infrequent if a
company if stays out for more than
5 years.

Puget Sound
Energy

Load studies should be performed for each GRC or a minimum of every five years.

Staff agrees partially. Staff thinks
it is most important to establish in
rule a minimum threshold for how
frequent load studies must be
performed.

AWEC

Does not recommend any specific frequency, but frequency should balance COSS with
utility needs for more precise load data.

Staff believes it is necessarily to
set a minimum threshold for
expectations of load study
frequency. Agree with second part.

Public Counsel

Minimum of every five years.

Agree.
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SUMMARY OF REDLINE EDITS TO INFORMAL DRAFT RULES ISSUED ON MAY 3, 2019

This summary matrix is grouped by the proposed informal draft rule sections. This summary included comments and any redline edits submitted to
the Commission. Avista stated it did not have issues with the draft rules. Cascade did not provide any redline edits.

WAC 480-06-510(6)

Stakeholder Summary of Comments

Team Response

WAC 480-xxx-010 Purpose

Stakeholder Summary of Comments

Team Response

Public Counsel Unclear about what direct comparison is being contemplated. Is it between companies,

between rate cases filed by the same company, or other?

Comparison between companies
and between rate cases filed by the
same company.

AWEC Proposed language change in subsection (2).

Team did not agree with language
change proposal as the change did
not add any additional clarity.

The Energy Project | Proposed language change in subsection (2).

Team did not agree with language
change proposal as the change did
not add any additional clarity.

WAC 480-xxx-020 Applicability

Stakeholder Summary of Comments

Team Response

WAC 480-xxx-030 Definitions

Stakeholder Summary of Comments

Team Response

Public Counsel Provided edits to the definitions for: allocation factor; cost of service study; marginal

cost study; special contract; and system peak.

Removed marginal cost study. Did
not change definition for
allocation factor because
suggested edit did not add clarity.
Slightly altered the other
definitions based on this comment
and the comments of other
stakeholders.

AWEC Provided edits to definitions for special contact and system peak.

and decimal presentation.

Wonders why the parity ratio and revenue-to-cost ratio language limits to just percent

Slightly altered the definitions
based on this comment and the
comments of other stakeholders.
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The ratio presentations were
limited for ease of comparison.

Pacific Power

Suggested delete definition for “basic charge.” Provided edits to marginal cost study
definition.

Deleted both definitions from the
rule.

PSE

Recommended deletion of several definitions that are not used in the rule. Proposed
language changes to “cost of service study” and ““special contract” definitions. Stated
the definition for “marginal cost study” is unusual, and suggests change to “bypass
study” based on current definition in rule.

Deleted definitions for basic
charge and marginal cost study.
Language changes were made to
the definitions for “cost of service
study” and “special contract.”

WAC 480-xxx-040 Subsequent Review of Cost of Service

Stakeholder

Summary of Comments

Team Response

Public Counsel

Unnecessary and duplicative with RCW 80.04.160. Limits Commission’s authority and
needlessly prescriptive. Should be deleted in entirety.

Deleted section from proposed
draft rule.

Pacific Power

Delete entire section, unnecessary b/c RCW 80.01.040 and RCW 80.01.160.

Deleted section from proposed
draft rule.

PSE

Recommends deletion of entire section.

Deleted section from proposed
draft rule.

WAC 480-xxx-050 Minimum Filing Requirements

Stakeholder

Summary of Comments

Team Response

Public Counsel

Proposed language edits to subsection (1)(a). Proposed deleting subsection (1)(b)(iii)
because it is overly burdensome to all parties.

Made language change to (1)(a) to
capture exhibits as well as
testimony.

The team kept subsection
(2)(b)(iii). Although we recognize
the burden, it is important to know
the relationship between the
various spreadsheets in order to
have a full understanding of the
model. Staff also believes the
burden is less than anticipated by
stakeholders as the intent is only to
have a table of contents-like index
so the workbooks can be navigated
easier.

AWEC

Proposed language edits to subsections (1), (1)(a), (1)(b), and (2).

Made all suggested language
changes.
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Pacific Power

Proposed to keep the first sentence of subsection (1)(b)(iii), but delete rest of subsection
because of administrative burden.

The team kept this subsection.
Although we recognize the burden,
it is important to know the
relationship between the various
spreadsheets in order to have a full
understanding of the model. Staff
also believes the burden is less
than anticipated by stakeholders as
the intent is only to have a table of
contents-like index so the
workbooks can be navigated
easier.

PSE

Propose ring-fencing subsection (1)(b)(i) to only include cost of service model
(excluding revenue requirement and rate design spreadsheets) to keep volume of
workbook operable. Unclear if narrative on macros is necessary and helpful.

The intent was to only include the
cost of service model as “the
model.”

The macro narrative is helpful in
order to understand how the model
works.

WAC 480-xxx-060 Cost of Service Study Inputs

Stakeholder

Summary of Comments

Team Response

Public Counsel

Proposed language change to subsection (1). Proposed adding “econometric analysis” as
an acceptable data source.

“Econometric analysis” is not an
acceptable data source because it
relies on estimations rather than
actual customer usage.

Pacific Power

Proposed adding language to subsection (1) to capture street lighting schedules.

Added language for street lighting
schedules.

Northwest Natural

Proposed adding language to include econometric load forecast as a data source.

Econometric load forecast is not
an acceptable data source because
it relies on estimations rather than
actual customer usage.
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PSE

Subsection (1), in current form, does not support language because appears to prefer
actual peak information over design day peak data that would rely on some form of load
study. Also does not include other types of data, like analog meters that should be
considered. Subsection (2) intent is unclear.

The team acknowledges the
comment regarding actual peak
data versus design day peak data.
Added language to capture data
from advanced meter reading.
Deleted subsection (2).

WAC 480-xxx-070 Cost of Service Methodology

Stakeholder

Summary of Comments

Team Response

Public Counsel

Proposed language edits to subsection (1)(d). Questions if tables 1 and 3 are necessary
because functionalization is hardly ever a point of controversy, and could be interpreted
in a way that would make it unnecessarily burdensome, provide no additional useful
information, and add to the complexity of COSS. Provides language edits to the tables,
see suggestions and comments provided. A&G/General Plant should not be classified as
customer costs.

Because classification and
allocation methods are being
written in rule, the first step in an
embedded COSS should also be
written in rule for consistency.
A&G were unintentionally
classified as customer, both tables
have been fixed.

AWEC

Recommends defining embedded cost method in (1). Recommends defining system-
wide marginal cost and system-wide econometric study in (2). Also wonders how the
commission will consider alternative methods.

The proposed draft rule is the
definition for an embedded cost
study. Did not define system-wide
marginal cost or system-wide
econometric study because
common industry definitions are
adequate. The consideration of
alternative methods is at the
commission’s discretion.

The Energy Project

A&G/General plant should not be customer costs.

A&G were unintentionally
classified as customer; both tables
have been fixed.
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Pacific Power

Proposed language change to subsection (1)(a). Proposed language change in table 2 for
distribution substation.

Did not include proposed language
change because costs should be
directly assigned when the
information is available, not just
when practical. Did not
incorporate proposed changes to
table 2, as those methods were
agreed upon in the February
technical workshop.

PSE

Section may restrict to traditional forms of regulation, even when alternative forms are
being contemplated. Unclear of value of functionalization tables. Asked for clarity on
some of the functionalization, classification, and allocation methods in the tables.

While alternative forms of
regulation are being contemplated,
that is outside the scope of this
rulemaking.

Because classification and
allocation methods are being
written in rule, the first step in an
embedded COSS should also be
written in rule for consistency.
Incorporated concern regarding
FERC account 908.

WAC 480-xxx-080 Exemptions

Stakeholder

Summary of Comments

Team Response

Public Counsel

Recommends deleting because it is duplicative with WAC 480-07-110.

Did not delete the entire section,
but deleted subsections (1) and (4).
Made changes to clarify that there
are additional requirements for
exemption beyond those in WAC
480-07-110.

AWEC

Recommends deleting because it is duplicative with WAC 480-07-110.

Did not delete the entire section,
did delete subsections (1) and (4).
Made changes to clarify that there
are additional requirements for
exemption beyond those in WAC
480-07-110.

Pacific Power

Recommends deleting the second sentence in subsection (1).

Deleted subsections (1) and (4)
completely.

45




PSE

Intent of subsection (1) not clear. Recommends deleting second sentence. Finds
subsection (2) overly restrictive. Terms “sufficient,” “significant,” and “compelling”
need to be clarified. Unclear the value of attempting to bind other utilities to an
approach that might not be well suited to their situations. Unclear order of obtaining an
exemption.

Deleted subsections (1) and (4).
The identified terms are
commonly used in statutes and
rules, and do not need to be
clarified. Staff believes the
scenarios analysis presented
through this rulemaking shows
that the discrepancy of the results
between the use of one
methodology or another is
negligible.

Made language changes that make
how to obtain an exemption
clearer.

COMMENTS RESPONDING TO THE NOTICE OF OPPORTUNITY TO FILE WRITTEN COMMENTS ISSUED ON AUGUST 30, 2019

Stakeholder

Summary of Comments

Team Response

Public Counsel

Electric

Distribution substation: unclear how Staff’s proposal would be applied. When is
“coincident” peak: system; coincident with entire distribution system; or coincident
with individual substations?

Distribution line transformers: needs to be a clear understanding of exactly what costs
are included in “current installation costs.” Do they include or exclude equipment and
overhead loading factors, estimates of capitalized labor, equipment costs only, etc.?

Distribution poles and wires:
Primary voltage system: staff’s approach would directly assign
substation costs to large customers, yet there is no correlation between
direct assignment of substation cost to the cost causation associated
with primary voltage poles and wires. Accepted industry practice is to
assign based on NCP demand. Also no discussion about how these

Staff has made clarifying edits to the
definitions and rules to clarify
“coincident” peak.

This was discussed at the workshop
by multiple parties. Current
installation costs is based on actual
costs associated with installing a
new line transformer.

These edits were incorporated into
the proposed rule
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costs should be classified between demand and customer, which tends
to be the most controversial aspect. UTC has long history of classifying
as 100% demand related.

Secondary voltage system: incorrect to allocate distribution poles and
wires in same manner as line transformers because transformers are
based on weighted average of transformer costs, which are not
correlated to the cost incidence of distribution poles, conductors, and
conduit. Also no discussion about how these costs should be classified
between demand and customer, which tends to be the most
controversial aspect. UTC has long history of classifying as 100%
demand related.
Natural Gas
Distribution mains: at this point, proposed rules are not fully developed. PC’s biggest
concern is the inference that distribution mains will be bifurcated between small and
large pipes, and is opposed to an a priori bifurcation based on pipe size without
consideration of other aspects of a utility’s cost, including economies of scale that
benefit all customer classes. Also fails to recognize differences in pressure by various
size pipes, system looping, pressure equalization requirements, etc.

These edits were incorporated into
the proposed rule.

This was a placeholder meant to
recognize that some methodologies
may result in a bifurcation of
allocations based on pipe size. This
was not meant to assume that such a
methodology would ultimately be
included in the rule. It has not been
incorporated into the proposed rule.

COMMENTS RESPONDING TO THE NOTICE OF OPPORTUNITY TO FILE WRITTEN COMMENTS ISSUED ON OCTOBER 11, 2019

Stakeholder

Summary of Comments

Team Response

Puget Sound
Energy

The company submitted comments by editing and directly commenting in the ECOST
and GCOST form. Both documents had edits and suggestions that were substantially
the same. Generally, the company requests populating the forms with data to illustrate
how it would work in the context of an actual cost of service model.

The company can refer to Pacific
Power’s recently filed Electric Cost
of Service model. Pacific Power
used the ECOST form to submit the
sections that are applicable in their
Cost of Service model. Staff is open
to discuss any concerns with PSE or
any other party if needed.
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Tab A — Company’s revenue requirement
Reduce the amount of categories and consolidate the presentation of accounts and
subtotals. Suggests presenting subtotal of adjustment instead of presenting each
individual adjustment.

CWIP included in rate base

Working capital number is a mish-mash of FERC accounts embedded in "B-RR
Cross-reference”. Requests if working capital could be a one to one correlation or a
simple sub-total.

Columns “B” from Tab A to Tab B do not match.

Presentation of revenues: area and flood light service included in commercial sales
with public street and highway lighting sales. PSE requests clarification on presenting
retail wheeling revenues in commercial / industrial sales, or as a separate line. The
company currently presents it as a hybrid of sales revenue and other operating
revenue (OATT) in cost of service class.

Staff is open to discuss how to
organize or consolidate categories in
the revenue requirement.

Staff will review the CWIP in rate
base calculations.

The working capital calculation
affects several accounts but for the
purposes of the cost of service
presentation it will be shown as a
single category with no
corresponding FERC accounts

Tab A is a consolidated presentation
of the FERC accounts that comprise
the revenue requirement model.
Some of the categories in Tab B will
not match Tab A because they are at
a FERC account level. Staff is open
to discuss how to organize or
consolidate categories in the revenue
requirement.

The categories chosen for the
presentation of revenues are based
on the FERC accounting taxonomy.
Staff is open to discuss how to
organize or consolidate categories in
the revenue requirement.
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The adjustments Power Costs (10) and ERM Adjustment (10.1) are not clear. It is also
unclear why these adjustments are a separate category from proforma adjustments.

PSE requests clarification on how to calculate Revenue requirement deficiency,
change in rates, and revenue requirement after change in rates.

Tab B — RR Cross-reference
Similar comments from tab A.

Request reasoning for consolidating certain FERC accounts in some categories.

Requests the intent and use of Revenue Requirement Impact, Change in rate base,
ROR.

Power Costs and ERM represent the
total amount of costs associated only
with these categories of costs. The
intent for having these categories
segregated is to see the impact that
these adjustments have in the overall
revenue requirement.

These calculations are the result of
the proposed rate changes and
calculations of revenue requirement
deficiencies.

Staff has selected FERC accounts
depending on the need to have
specific data in isolation. Typically,
companies choose the organization
of the revenue requirement to fit
their needs and processes best. The
purpose of consolidating certain
categories is to streamline the
Commission’s auditing and
processes in any instance a cost of
service study is presented. Staff is
open to discuss how to organize or
consolidate categories in the revenue
requirement.

The purpose of these calculations is
to show the incremental changes
each adjustment has in the revenue
requirement, rate base and rate of
return
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Tab C — COS results

Request if a total system value and individual class values for the cost of service
results will be included.

Requests the intent and use of Revenue Requirement Impact, Change in rate base,
ROR.

Tab E — COS allocation factors

Requests if the presentation will include current rates vs. cost of service.
Or if results will be restated so that the system parity ratio is 1.

Only individual classes are included.

Staff inadvertently included these
calculations in the spreadsheet.

Presentation of allocation factors at
current rates. Staff will review if
additional categories are needed.

Avista

General Comments

Draft templates provided with the Notice of Workshop dated August 30, 2019 are not
finished.

Company is concerned that the draft templates include an

extensive level of detail, but no summarization of key component results by rate class
such as rate base, net operating expenses, income taxes and return requirement that
make up total cost of service. These summary items could be added to the Parity Ratio
worksheet through links to the other workbook pages. Revenue-to-cost and related

CR 101 stage is to review all the
aspects that are relevant for the rule.
Staff is in the process of reviewing
feedback from the various
stakeholders in the rulemaking to
build the most all-encompassing
template. Future versions will
incorporate the information provided
in comments.

Staff is open to discuss how to
organize or consolidate categories in
the revenue requirement and cost of
service templates.
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parity ratio calculations could be built into the template ensuring consistency across
cost studies.

The Company believes a transition period for the complete implementation of these Staff is open to consider a transition
rules upon passage would be reasonable. period for the adoption and use of
the templates and rules.

Electric and Gas

Tab A — Company’s revenue requirement

The Company considers, it is not appropriate for these templates to require The purpose of these templates is to
modifications to revenue requirement witness exhibits. have a uniform presentation of
revenue requirement and COS
results for COS purposes. It is not
intended to dictate the format of the
Company’s revenue requirement
witness exhibits

Certain adjustments apply only to specific companies. ERM adjustment is only Staff will consider making a more
applicable to Avista and inappropriate for gas models. generic presentation that captures
revenue requirements and costs of
service models on a general level.

Unclear if the intention is to segregate currently authorized power or gas costs The purpose of having stakeholder
followed by proposed changes to them in columns J and K. For gas, the company feedback is to understand different
usually eliminates all costs embedded in the weighted average cost of gas and the needs so the templates accommodate

related Schedule 150 revenue in the pro forma revenue normalization adjustment. For | each company’s requirements to the

the electric system power costs included in the energy recovery mechanism are a part | extent possible. Staff will rethink the
of base rates that are established in a GRC, therefore pro forma power costs are part of | power and gas costs presentations in
standard pro forma adjustments.
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It is unclear what is expected in the revenue requirement deficiency (sufficiency)
columns M through P. Column P just seems repetitive.

Line No. 52 of the ECOST model is labeled “Interest charges” followed by “Total
electric operating expenses” then “Net operating income” implying that interest
should be included in the determination of net operating income. Avista is not
opposed to showing the interest cost in the summary as it is an important component
for the determination of effective income tax rates, however, it should be separate
from Net Operating Income as debt cost (interest) is a component of the cost of
capital.

Tab B — RR Cross-reference

Similar comments regarding revenue requirement sufficiency columns and interest
charges inclusion.

FERC Account issues in GCOST. Potential FERC accounts issues in ECOST.

Tab A in response to Avista’s
concerns.

The purpose of these columns is to
present the company’s position after
all adjustments, restating and pro
forma, have been made. Column P
represents the company’s position
after the proposed rate adjustment
(increase or decrease) is done.
Column P represents company’s
position at their authorized rate of
return.

Staff understands that it can be
confusing to present this line item in
the revenue requirement template,
but we are mindful of the fact that it
needs to be considered for effective
tax rate calculations. Staff will
rethink the interest charges
presentation in Tab A in response to
Avista’s comments.

Please refer to Staff’s answers in the
previous section.

Staff will review gas storage FERC
accounts and general maintenance
accounts that were inadvertently
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Tab C — COS results

ECOST model rows 3 through 16 of "B-RR Cross-reference" were omitted from "C-
COS results" worksheet. Row 137 of GCOST is a subtotal that is labeled differently
in the "C-COS results" worksheet which implies a different summarization formula.

A total column showing that the sum of the Schedule level results are equivalent to the
service level results developed in column J (ECOST) or column K (GCOST) of the
"RR-Cross-reference™ worksheet would improve the presentation.

Tab E — COS allocation factors

Auvista has prepared a preliminary version of a result summary of the Gas Cost of
Service Template that includes key cost of service results that are necessary to
compute revenue-to-cost and parity ratios as defined in the draft rules.

omitted. Account 870 classification
will also be reviewed.

Staff will review corresponding
rows and subtotals from Tab B to
Tab C and make changes
accordingly.

Staff will include a results column to
reconcile COS results at a schedule
level with the results at a service
level from Tab B — RR — Cross
reference.

Staff will review Avista’s proposal
for inclusion in the final version of
the templates. Staff encourages all
parties to propose alternatives for
presentation that could add clarity
and present relevant information for
users in a summarized way.

Pacific Power

The company recommends that the first two tabs pertaining to revenue requirement be
removed from the standard template. The company’s models for state allocation
(revenue requirement) and customer class allocation (cost of service) are separate
spreadsheets and managed by different teams. The company believes that coordinating
the presentation of both into a single template imposes an undue burden, particularly
as the revenue requirement information goes beyond the purpose of the new rules,
which is to streamline, improve, and promote efficiency in analyzing cost of service
studies.

Staff understands that unifying COS,
particularly for multistate
companies, into a single spreadsheet
can be challengingizing a proposal
for presentation of COS results vary
from company to company, unifying
COS.
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NW Energy
Coalition
(“NWEC”)

Electric
Comments pertain to FERC code assignments for electrical service.
NWEC supports consistency in reporting, which will allow for fair comparisons
between utilities and over time for a single utility. The concern is with how some of
the FERC codes are allocated in the template. No specific comments on the template
and its functionality were made.

Staff understands that the
functionalization and classification
of certain FERC accounts will affect
the order and presentation of the
revenue requirement. However,
functionalization and allocation of
FERC accounts is directly related to
the COS methodology, which is not
the intent of the current request for
comments. Staff will take into
account NWEC’s comments
submitted in response to this notice
for COS methodologies.

Alliance of Western
Energy Consumers
(“AWEC”)

Gas
Templates should be used only for a summary presentation of the underlying detailed
modeling and work papers. The use of the GCOST should not replace the review and
analysis of complete cost of service studies that are executable with all formulas intact
for all parties to review. Other comments refer to COS methodology. No specific
comments on the template and its functionality were made.

The purpose of these templates is to
have a uniform presentation of
revenue requirement and certain
COS results for COS purposes. Itis
not intended to replace review and
analysis of the underlying revenue
requirement and COS models. Staff
will take into account AWEC’s
comments submitted in response to
this notice for COS methodologies.

COMMENTS RESPONDING TO THE INFORMAL COMMENTS REQUEST FROM STAFF TO STAKEHOLDERS ON

CLASSIFICATION AND ALLOCATION METHODS FOR NATURAL GAS STORAGE MADE ON DECEMBER 5, 2019

Stakeholder

Summary of Comments

Team Response

Public Counsel

The most preferred approach is a detailed analysis of storage withdrawals that
evaluates such withdrawals on a daily basis and compared to individual class
throughputs on these days. In reality, few utilities maintain accurate records or
estimates of all classes’ throughputs on a daily basis. A second best approach is to
evaluate withdrawals and class throughputs on a monthly basis, while a third option is
to allocate storage-related costs based on Winter months throughput. Public Counsel
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is opposed to simply allocating storage-related costs on some measure of only a single
(or a few) days of peak demand as storage facilities are typically called upon
throughout the Winter months

Puget Sound
Energy

Storage facilities that provide system balancing that benefit both sales and
transportation customers in addition to natural gas supply to sales customers are first
allocated between balancing and sales supply functions. The allocation between
balancing and sales supply function shall be based on the historical use of storage for
the past five calendar years unless an adjustment for known and measurable changes
is appropriate.

Natural gas supply related costs allocated based on seasonal demand to sales
customers only.

Balancing related costs allocated based on weather normalized deliveries to sales and
transportation customers.

North West Natural

No preference. Defers to agreed upon method.

Avista

Avista remains open to alternative methods, but supports underground storage rate
base, operating and maintenance expenses are classified as commodity-related.
Underground storage costs have been segregated proportionately into commodity
storage benefits for sales customers and load balancing benefits for all customers
based on the unique storage characteristics of the Company.

Staff will take into account received
comments submitted in response to
this informal request for COS
methodologies. These concerns were
addressed at the January 8, 2020
natural gas storage conference call.
All stakeholders in attendance
agreed to the methods incorporated
into the proposed draft rules.
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