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Bill Analysis Model

UG-060518 Exhibit No. __ (DJR-2) Bill Analysis Model Assumptions.docx

The Bill Analysis Model can be used to identify diffferences in various rate designs and impacts on
customer incentive to conserve as well as company recovery of fixed costs. It is based on the rates
currently in effect and on the bill determinants from the company proposal. It is not intended to
represent revenues under the staff proposal.

The customer impacts tab of the model compares three typical customers with different use

. patterns. Customer 1 uses the average amount of natural gas every month based on the company's
. actual sales. Customer 2 has low usage, which is generally typical of customers with natural gas

. water heating only. Customer 3 has seasonal use, which is generally typical of customers with
natural gas water heating and space heating. To simplify the model, it includes six months of

. summer usage and six months of winter usage, relying on the averaging of those two amounts to
represent the shoulder months.

The model applies three different rate designs to each of the three customers. The Current Tariff
rate design is based on the company's currently tariffed rates, and includes the decoupling
surcharge. The Straight Fixed Variable rate design calculates a new customer charge that includes
all costs currently recovered through the current tariff customer charge, margin rate and
decoupling surcharge. The Staff Proposed rate design removes the decoupling surcharge and

. assigns fixed costs equal to about ten percent of an average customer bill to the customer charge
- and calculates a volumetric rate based on the remaining costs. The model includes the surcharges
- from Schedules 150, 155, 156, 159 and 191. The percent change in each customer's annual bill

. from the current tariff is shown in the yellow part of the spreadsheet.

The model applies two different conservation scenarios to the customers and rate designs

described above. The first scenario is a ten percent reduction in use. The second scenario is a fifty

percent reduction in use. This large a reduction is highly unlikely in the near term. The purpose of

including this scenario is to evaluate the long term sustainability of the various rate designs if use

per customer continues to decline. The percent change in each customer's annual bill under each
rate design is shown for the two scenarios in the orange parts of the spreadsheet.

The model includes a Decoupling Worst Case analysis of the Current Tariff rate design. In the Worst
Case Decoupling analysis, the model calculates a new decoupling surcharge for both conservation
scenarios, based on the assumption that the conservation reductions occur across all customers.
The decoupling surcharge calculated here is not limited to a two percent increase like the
company's mechanism because the model is intended to look further out into the future.

. The margin impacts tab of the model starts with the customer impacts tab of the model and

- compares the proportion of margin paid by each customer against the Straight Fixed Variable rate
. design. This is shown in the blue parts of the spreadsheet. The model also adds the revenue from
the three customers together under each rate design to present a thumbnail of overall company
impact of each rate design. This should be used carefully, however, because the proportion of
customers with usage characteristics that match these hypothetical customers is not known. Staff
assumes that water-heat-only and other low-use customers probably account for less than ten
percent of the Schedule 101 customers. These numbers are shown in the pink areas of the
spreadsheet.
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