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EXECUTIVE SUMMARY
MOHAVE ELECTRIC COOPERATIVE
DOCKET NO. E-01750A-11-0136

This testimony addresses cost allocation and rate design for Mohave Electric Cooperative
(“Mohave”) with an emphasis on the residential customer charge, the structure of the inclining
block residential rate, residential time-of-use rate design, a demand-side management (“DSM”)
adjustor mechanism and a renewable energy adjustor mechanism. Staff recommends setting the
residential customer charge at $12.00 per month as opposed to Mohave’s proposed $16.50 per
month (as compared to a current residential customer charge of $9.50), increasing the differential
among the “inclining” rate blocks in the residential rate, reflecting the inclining block structure
in the purchased power component of the rate as well as the distribution component, modifying
the peak hours in the residential time-of-use rate, incorporating an inverted block structure into
the residential time-of-use rate, and establishing a DSM adjustor mechanism and a renewable
energy adjustor mechanism. The Staff recommendations for a lower customer charge, increased
inverted block residential rate differentials, and incorporation of the inclining block structure into

the residential time-of-use rate help promote the efficient use of energy.

Under Staff’s proposal, the median residential customer using 637 kWh per month sees a
monthly bill reduction of $1.44 (2.09% reduction). The bill for the median residential customer
is $77.58 under present rates, and $75.96 under Staff-proposed rates. Under Mohave’s Proposal,
the median residential customer using 637 kWh per month sees a monthly bill increase of $1.50

(1.94% increase). The bill for the median residential customer is $79.08 under Mohave-proposed

rates.
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1§ INTRODUCTION

21 Q. Please state your name, occupation, and business address.
3l A. . My name is Bentley Erdwurm. I am a Consultant employed by the Arizona Corporation
4 Commission (“Commission™) in the Utilities Division (“Staff”). My business address is
5 1200 West Washington Street, Phoenix, Arizona 85007.
6
1 Q. Briefly describe your responsibilities as a Staff Cohsultant.
8l A I perform cost-of-service, rate design, economic, statistical and regulatory policy analyses
9 and as an expert witness prepare reports and testimonies to present Staff’s
10 recommendations to the Commission.
11
12] Q. Please describe your educational background and professional experience.
13 A. I earned my Master of Science in Economics from Texas A&M University, and my
14 Bachelor of Arts from the University of Dallas. I have thirty years of utility experience in
15 the areas of cost allocation and rate design, forecasting, valuation and fair market value
16 determination, and utility acquisitions. I have testified before state regulators in Arizona,
17 Texas and Alabama on these issues. [ have been employed by the Public Utility
18 Commission of Texas (1982-85), Alabama Gas Corporation (1985-91), Tucson Electric
19 Power Company (1991-99 and 2006-10) and Arizona Public Service Company (1999-
20 2005).
21

22| SUMMARY OF TESTIMONY AND RECOMMENDATIONS

23| Q. What is the scope of your testimony in this case? ~
2411 A. I will address issues related to cost allocation and rate design for Mohave Electric
25 Cooperative (“Mohave”) with an emphasis on the residential customer charge, the

26 structure of the inclining block residential rate, and time-of-use (“TOU”) rate design. I
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1 will also address the establishment of a démand-side management (“DSM”) adjustor
2 mechanism and a renewable energy adjustor mechanism.
3
41 Q. Have you reviewed Mohave’s cost allocation and rate design?
50 A Yes. I reviewed the testimony of Mohave’s witness, Mr. Michael W Searcy. Mr. Searcy
6 has presented a traditional fully allocated cost of service study (“COSS”), along with
7 Mohave’s proposed rate designs.
8
91 Q. Please summarize your recommendations in this proceeding.
10| A. My recommendations are:
11 1. Mohave’s non-residential réte design proposals should be approved, subject to
12 adjustments for a final revenue requirement determination, an adjustment in the design
13 of the Large Commercial and Industrial Time-of-Use (“TOU”) rate (which currently
14 ‘ applies to sales amounting to only around 0.1% of revenue) to mitigate a large
15 percentage impact under Mohave’s proposal, an adjustment to shift a small portion of
16 the rate increase to larger non-residential customers and away from the residential
17 class, and other minor changes to conform Staff’s proof of revenue to the Staff
18 recommended overall revenue levels. Staff has preserved the overall spirit of
19 Mohave’s non-residential rate design through maintaining the relative levels of many
20 rate components (i.e., the demand, energy and customer components).
21
22 Recommended percentage revenue increases by class are shown in Exhibits DBE-1
23 and DBE-2 (more detail). Rate design detail and the proof of revenue are shown in
| 24 Exhibit DBE-3, with residential rate impacts in Exhibit DBE-4.
|
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1 2. Mohave’s proposal to increase the residential customer charge to $16.50 per month
2 should be rejected. The residential customer charge should be set at $12.00 per month.
| 3 The lower customer charge will promote the efficient use of scarce energy resources.
1 4 Staff’s recommendation here is consistent with cost-of-service principles. Staff and
5 Mohave have a different view of what should be classified as “customer-related” in a
6 COSS.
7
8 3. Staff proposes a modification in the inverted block structure (the price of incremental
9 usage increases as usage increases) of the residential rate as proposed by Mohave.
10 Under Staff’s modification, the differential between rate blocks increase (i.e., usage
11 becomes relatively more expensive in the higher use blocks), which reduces bills to
12 lower-use customers and increases bills to higher-use customers. This modification
13 also enhances the incentive promoting the efficient use of energy resources, and makes
14 a block of energy serving basic needs more affordable. In light of the larger
15 differential, Staff recommends an inverted structure for both the purchased power
16 component and the distribution component of the residential rate because the benefits
17 of promoting efficient energy use apply to both components.
18
19 4. Staff proposes that the number of peak hours in Mohave’s residential time-of-use rate
20 be reduced. Typically, shorter peak periods are more effective at controlling
21 coincident peak demand spikes in Arizona’s desert climate.
22
} 23 5. Staff proposes that an inclining block structure also be incorporated into the residential
24 time-of-use rate. This would prevent higher use residential customers from “gaming
25 the system” by switching to time-of-use to avoid the inclining block structure in the
26 regular non-TOU residential rate.
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1] NON-RESIDENTIAL RATE DESIGN
21 Q. Please discuss your proposed adjustment to Mohave’s Large Commercial and
3 Industrial Time-of-Use rate.
41 A. Mohave has modified the Large Commercial and Industrial TOU rate to include both a
5 demand charge applying only during the peak period (i.e., during the “on-peak” time-of-
6 use hours) and a new “NCP” (non-coincident peak) demand charge that applies over all
7 hours of the day. Currently, the rate only includes the on-peak demand charge, a customer
8 charge and an energy charge. The current ‘on—peak demand charge is $13.50 per kW-
9 month and the Mohave-proposed on-peak demand charge is $23.00 per kW-month.
10 Mohave has proposed a new NCP demand charge of $2.99 per month. The Company’s
11 purpose in adding the NCP demand charge is to insure that all customers, even those using
12 power primarily during oft-peak periods, contribute to covering some demand-related
13 costs. This helps eliminate what is referred to as a free-rider problem, and Staff agrees
14 that two demand charges are appropriate. Moreover, having both an “on-peak™ demand
15 charge and an NCP demand charge is a more cost-based design that recognizes that
16 “upstream” costs (incurred closer to power generation and further from the end-use
17 customer) are more driven by the level of “on-peak demand” (system-wide coincident
18 peaks) and “downstream” costs (incurred further from power generation and closer to the
19 end-use customer) are more driven by NCP demand (localized non-coincident peaks).
20 Mohave appropriately has proposed using its proposed “on-peak” demand charge to
21 recover purchased power costs (upstream) and its NCP demand charge to recover
22 distribution costs (more-downstream). The Staff proposal maintains this structure.
23
24 Mohave’s approach would be reasonable for designing a new rate. However, this Large
25 Commercial and Industrial TOU rate is an existing rate, and Mohave’s proposal results in
26 a percentage revenue increase of over 40% to customers served thereunder. To address
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1 the bill impact issue, Staff proposes an on-peak demand charge of $11.11 and an NCP
2 demand charge of $3.08 per kW-month (to match many other Staff-proposed NCP
3 demand charges (distribution portion) in the commercial-industrial rates), and plus
4 customer charge and energy charge components as shown in Exhibit DBE-3. Staff’s
5 | redesign of the rate results in a revenue increase of approximately 26%, still substantial
6 but necessary to provide proper incentives.
7
8| Subscription to the current rate is very low. During the test year, the rate accounted for
9 only about 0.1% of system revenue. The substantial impact of Mohave’s proposed
10 redesign indicates that current customers may have load profiles inconsistent with time-of-
11 use.
12

13|| PERCENTAGE INCREASE FOR THE RESIDENTIAL CLASS

4] Q. You indicated that a small portion of the rate increase has been shifted to non-

15 residential customers and away from residential customers.

16 A. The impact is small; however, in the current economic climate, Staff believes that the

17 residential percentage increase should not exceed the system percentage increase, unless

18 compelling cost considerations indicate otherwise. In this case, Mohave has proposed a

19 residential percentage increase of 4.07% and an overall percentage increase of 3.94%.
‘ 20 Staff has proposed a residential percentage increase of 3.81% and an overall percentage
‘ 21 increase of 3.82%, essentially equal. The differences between Mohave’s and Staff’s

22 allocation of the revenue increase are minor, and there exists no practical reason that the

23 residentia} percentage increase cannot be capped at the system increase.
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\ 1|| ALLOCATED COST OF SERVICE STUDY
2 Q. Please discuss the structure, purpose and some limitations of a fully allocated cost-of-
3 service study.
41 A Cost allocation involves the assignment of joint costs of providing utility service to
5 various classes or groups of customers. There is no single correct way to allocate these
6 joint costs. In fact, there are multiple “reasonable” ways to use COSSs to assign revenues
7 among customer classes, because there are multiple “reasonable” COSSs.
8
9 Because the quest for cost-based rates can lead to a range of scenarios for revenue
10 assignments among customer classes, other non-cost-of-service based criteria can (and
11 should) be used to winnow out less beneficial options and to determine the best revenue
12 allocation and rate design for a specific utility and its customers at a specific time. Other
13 criteria (e.g., avoidance of adverse customer impact, potential loss of load from self
144 generation or plant closure, potential job losses, economic development, or the promotion
15 of renewable generation), in addition to cost of service considerations, may be considered
16 to determine revenue allocation and rate design. The attainment of higher priority non-
17 cost-of-service goals often trumps the strict application of any specific allocated cost-of-
18 service study. A COSS serves as a guideline, not a straightjacket, in setting rates.
19
| 20 Utilities typically are required to file COSSs in an application to change rates. Such a
21 study provides a cost basis and guideline for rate design. As mentioned, other studies may
22 reasonably allocate costs differently — and could be used to construct quite different rate
23 designs — however; the utility’s proposed COSS study, even if conflicting with the studies
24 of other parties, allows a rate proposal to be characterized (at least by the utility) as cost-
25 based. The purpose of a COSS is to assign each cost component to the respective classes
26 in order to approximate (based on the COSS assumptions used) a total cost to serve each
|
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|
1 class. A cost component may be: (1) an individual rate base or expense account; (2) a
2 portion of a single account, or (3) some composite of accounts.
3
41 Q. Please briefly describe the steps in a fully allocated cost-of-service study.
51 A There are three basic steps involved in developing a COSS: functionalization,
6 classification, and allocation. Functionalization involves grouping cost components by
7 purpose or function. Examples of functional categories for an electric utility include
8 transmission, distribution-primary, metering, and meter-reading. = The next step,
9 classification, involves identifying each function as demand-related, energy-related or
10 customer-related. The final step, allocation, involves apportioning each cost component to
11 the classes of service (e.g., residential, commercial and industrial).
12

131 Q. Please describe how costs are classified for purposes of the COSS.

14 A. Costs classified as demand are most affected by the level of kW by class. These demand-

15 classified costs are either coincident, meaning that they occur at the same time, or non-
16 coincident, meaning at times that may vary. Coincident demands tend to be more
17 correlated with cost at the production level. In other words, coincident demands address
18 whether there is purchased power and generation capacity for a utility’s entire system
19 needs. Consequently, non-coincident demands become more correlated with cost as we
20 move downstream through the distribution system to the end-users.

21

22 Costs classified as energy are most affected by kWh by class. The energy classification
23 can be affected either by time-of-day (e.g., on-peak, shoulder-peak, and oft-peak) or non-
24 time-differentiated.

25
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1 Finally, costs classjﬁed as customer are based on class customer counts - either non-
2 weighted counts or weighted counts. Weighted counts take into account not just the
3 number of customers but the level of costs imposed by the customers. In dealing with
4 billing costs, for example, a residential customer may be defined as one “weighted
5 customer” and an industrial customer that costs twenty times as much to meter would
| 6 count as twenty “weighted customers”. A proper classification helps insure that
i 7 deviations in sales due to conservation, economic conditions, or weather conditions do not
8 result in significant over-recoveries or under-recoveries.
9
10| Q. Please describe the allocation step in designing a COSS.
11 A. As I stated above, allocation involves assigning each cost component to the different
12 classes of service, including residential, commercial, industrial and lighting. Each
13 function has a single allocation factor that applies to all cost components in that function.
14 The allocation factor should be based upon an equitable method that harmonizes (to the
15 extent possible) cost causation with the functional cost being considered. The purpose of
16 a COSS is to assign each cost component to the respective classes in order to approximate
17 an appropriate total cost to serve each class. As mentioned, specific cost allocation
18 approaches may be disputed because there is often more than one reasonable way to
19 allocate cost. As a general example, consider the cost to serve certain off-peak lighting
20 customers. If we assign cost responsibility for certain items based on coincident peak
21 demand, lighting customers may have zero use at the time of the system peak. Does that
22 mean that lighting customers should contribute nothing for the use of facilities they only
23 use during off-peak periods? That is, should lighting customers be free riders? There is
| 24 no single correct way to allocate these joint costs. A simple non-utility cost allocation
\ 25 example involves the allocation of a cab fare between an airport and a hotel. If person
i 26 “A” was willing to pay $15 for a cab ride alone, how much should “A” pay of the $15 if
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| 1 person “B” joins him? Should “A” and “B” each pay half, $7.50, or should “A” pay the
i 2 whole $15 because he had previously been willing to pay $15 to travel alone over the
3 same route? Again, there is no single correct allocation approach.
4
S5t Q. Does Staff agree with Mohave’s COSS methodology as presented in the testimony of
6 Mohave witness, Mr. Michael W Searcy?
71 A It is not the position of Staff that Mohave’s proposed functionalization, classification, and
8 allocation techniques used in its proposed COSS fall outside the bounds of standard
9 industry practice, and for this reason Staff is recommending revenue increases similar to
10 Mohave’s proposal, subject to being scaled down to conform with the final revenue
11 requirement determination and shifting a small amount of the increase away from the
12 residential class. However, Mohave’s use of the customer classification for distribution
13 items separate from the functions of metering, meter-reading, the service drop, billing and
14 customer service is not acceptable to Staff.
15

16| CUSTOMER CHARGES - RESIDENTIAL AND SMALL COMMERCIAL

17] Q. How does Mohave’s classification approach affect its rate design proposals?

18| A. Mohave’s approach inflates its proposed residential customer charge to $16.50 per month,
19 which is in excess of a more appropriate charge of $12.00 per month supported by Staff.
20 When the customer classification applies to items other than metering, meter reading, the
21 service drop, billing and customer service - the items most directly tied to establishing and
22 maintaining a customer’s connection to the system — the resulting COSS-based customer
23 charge increases and the COSS-based usage (volumetric) charge decreases. This creates a
24 price signal that runs counter to encouraging the efficient use of electricity. The “law of
25 demand” says that a lower incremental price of consumption (lower usage charge) could

| 26 promote electric usage in excess of efficient levels (i.e., lower price leads to higher
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1 quantity demanded). Energy charges that are set too low fail to recognize costs associated
2 with excessive energy consumption.
3
4 The current customer charge is only $9.50 per month. Mohave notes that the current
5 charge was established over twenty years ago, and that the annualized increase is
6 reasonable. However, Staff contends that a customer charge is excessive if it collects
7 substantially more than the amount necessary to establish and maintain a customer’s
8 ‘connection to the system. Based on Mohave’s response to a data request (Staff’s sixth
9 Data Request, Q. 1), a monthly charge of $11.71 covers the metering, meter reading, the
10 service drop, billing and customer service. Moreover, an increase in the customer charge
11 from $9.50 even to the Staff-proposed $12.00 represents a substantial impact to some
12 customers. An increase from $9.50 to $16.50 (with no phase-in period) creates an
13 unacceptable impact. Staff’s recommendation to scale back Mohave-proposed customer
14 charges applies also to the Residential Time-of Use rate. Staff recommends that the
15 Residential Time-of-Use customer charge be kept at the current level of $15.00 per month,
16 and not increased to $21.50 as proposed by Mohave. Likewise, Staff-proposed customer
17 charges for Residential rates with lower subscription are set at the levels shown in Exhibit
18 DBE-3. Because Small Commercial Energy and Small Commercial —Net Metering
| 19 customer charges are based on residential charges, Staff proposes reducing the Small
‘ 20 Commercial Energy customer charge from Mohave-proposed $21.50 per month to a Staff-
21 proposed charge of $17.00. The Staff-Proposed Small Commercial-Net Metering
22 customer charge is $18.50 per month, compared to the Mohave-proposed $30.00.
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RESIDENTIAL INCLINING BLOCK RATE

Q.

Please discuss your recommendation for structuring of the residential inclining block
rate and compare your recommendation to Mohave’s proposal.

Under Staff’s recommendation, the differentials between rate blocks is larger (i.e., usage
becomes relatively more expensive in the higher use blocks), which lowers bills to lower-
use customers and increases bills to higher-use customers. Staff is proposing a 1.5 cent
differential between the first and second blocks and a 1.5 cent differential between the
second and third blocks — for a total of a 3.0 cent differential between the first and third
blocks. Mohave is proposing a 1.0 cent differential between the first and second blocks
and a 1.0 cent differential between the second and third blocks — for a total of a 2.0 cent
differential between the first and third blocks. Staff’s proposed modification enhances the
incentive promoting the efficient use of scarce energy resources, and makes a block of

energy serving basic needs more affordable.

Staff recognizes that larger differentials place more “distribution wires” revenue at risk.
To the extent that customers respond to the inclining block rate, use per customer will fall.
Under an inclining block structure, a utility will lose the highest margin load as second
and/or third block (higher usage blocks) usage declines. Other things constant, higher
differentials can aggravate margin loss. For this reason, Staff recommends an inverted
block structure for both the purchased power component and the distribution wires
component of the residential rate. This is appropriate because the benefits of promoting
efficient energy use apply to both components. Under Staff’s proposal, 1.35 cents of the
1.5 cent differential (90% of the differential) is applied to the purchased power
component, and 0.15 cents (10% of the differential) is applied to the distribution wires

component. The Staff proposal is a win/win for the promotion of efficient energy use, and

for Mohave’s margin (wires revenue) stability. Mohave placed the entire differential
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between blocks (1 cent escalation per block; 2 cents total differential between 1% and 3™
blocks) in the distribution wires component, thereby subjecting the utility to more

potential margin loss than would exist under Staff’s proposal.

RESIDENTIAL TIME-OF-USE PEAK HOURS

Q.

Please discuss your recommendation for the peak hour definition for residential
time-of-use rates and compare your recommendation to Mohave’s proposal.

Mohave has proposed an Optipn 1, under which peak periods apply only to weekdays, and .
Option 2, under which peak periods apply for both weekdays and weekends.  Currently,
Mohave has a Residential TOU rate offering with weekends all off-peak and a nine-hour

daily on-peak window. Subscription to the current rate is low.

Mohave’s decision to offer both options is a positive move that could expand the appeal of
the TOU options. Under Mohave’s. proposed Option 1 (peak on weekdays only), Mohave
has designated the summer (April 16-October 15) peak period as 12:00 p.m. (noon) to
9:00 p.m. (9 hours). Under proposed Option 2, (peak applies weekdays and weekends),
Mohave has designated the summer peak period as 2:00 p.m. to 8:30 p.m. (6.5 hours).
Staff recommends that the summer peak period for both options end at 7:30 p.m., and that
it begin no earlier than 1:00 p.m. for either option. Either 1:00 p.m. or 2:00 p.m. is an
appropriate summer peak start time under either option. Under Staff’s recommendation,
the summer peak period will be 6.5 hours for a 1:00 p.m. peak start time, and 5.5 hours for
a 2:00 p.m. peak start time. Staff realizes that weekday and weekend load profiles differ.
If Mohave has some specific reasons for using different peak hours for Options 1 and 2,
Mohave should provide testimony explaining those reasons. However, Staff’s review of

load profiles does not indicate that different peak hours are required.
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Shortening the summer peak period:

1. eliminates hours where the probability of a system peak (based on load data
provided in response to Staff’s Sixth Data Request, question 3) is significantly
smaller than “super-peak” hours in which the peak occurs most often (2:00
p.m. to 6:00 p.m.),

2. avoids overly long peak periods that can result in customers needlessly
sacrificing comfort when power is not in critically short supply,

3. avoids potential peaks that can result when customers who have shown
restraint for six or more hours reason that an hour or two of higher peak usage
has been earned by the sacrifice in the early hours, and

4. makes the rate more attractive and could increase subscription.

Time-of-use programs should not require needless sacrifice brought on by overly long
peak periods. Arizona’s extreme desert climate is easier to bear if summer peak periods
are kept short. Staff recommends acceptance of Mohave’s proposed winter peak hours
(Option 1: 6:00 a.m. to 10:00 a.m. and 5:30 pm. to 10:00 p.m.; and Option 2: 6:30 a.m. to
9:30 a.m. and 5:30 pm. to 9:00 p.m.).

Staff notes that Mohave has attempted to use the same prices while adjusting the hours to
account for differences in the number of peak hours in Options 1 and 2. Another approach
would be to use the same peak hours for both options (except for weekday and weekend

differences) and change the prices.
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RESIDENTIAL TIME-OF-USE INCLINING BLOCK RATE

Q.

Please discuss your recommendation to incorporate an inclining block provision into
Mohave’s residential time-of-use rates.

This would prevent higher use residential customers from “gaming the system” by
switching to time-of-use to avoid the inclining block structure in the regular non-TOU
residential rate. The inclining block structure could be implemented simply by applying a
first block adder to first block kWh (1% 400 kWh), a second block adder to second block
kWh (next 600 kWh), and a third block adder to third block kWh (over 1000 kWh). The
first block adder will reduce the effective kWh charge in that block (it will be negative).
The second block adder will equal the first block adder plus 1.5 cents and the third block
adder will equal the second block adder plus 1.5 cents. The goal is to send a price signal

that will promote the efficient use of energy.

DSM ADJUSTOR MECHANISM

Q.
A.

Please discuss your recommendation for a DSM adjustor mechanism?

Mr. Searcy indicates on page 15, lines 1-7, of his direct testimony that Mohave intended to
file a separate request for recovery of DSM expenses through a DSM adjustor, and that
DSM related expenses have been removed from adjusted test-year expenses. On June 1,
2011, Mohave filed its proposed 2012-13 demand-side management and energy efficiency
(“EE”) implementation plan in Docket No. E-01750A-11-0228, pursuant to the Electric
Energy Efficiency Standards (“EEE rules”). Mohave included a request for approval of a
DSM adjustment tariff within that filing. Staff recommends that a DSM adjustment
mechanism be established within this rate case, with the initial adjustor rate to be

approved by the Commission in Docket No. E-01750A-11-0228.
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1 Staff believes that a DSM adjustor mechanism will provide flexibility to adjust the level of
DSM spending as new programs are added/deleted and current programs are adjusted

between rate cases, while also providing timely recovery of DSM costs. Separating DSM

S W N

costs from other costs included in base rates promotes transparency and allows customers

W

to see the costs of the DSM programs. Also, separating DSM costs from other costs
provides Mohave the incentive to initiate programs at any time; Mohave need not wait for
a rate case. Finally, separating DSM costs from other costs protects customers from

paying DSM costs not actually incurred by Mohave.

O R N N

10| Q. What costs should be recoverable through the DSM adjustor mechanism?

11 A. Recoverable costs should include DSM costs and related costs prudently incurred by
12 Mohave for Commission-approved DSM programs and activities. Allowable costs
13 include costs for rebates and other incentives, including rebate processing; training and
14 technical assistance, customer education, program planning and administration, program
15 implementation, marketing and communications, monitoring and evaluation, and baseline
16 studies.

17

18 Q. How would the DSM adjustor mechanism rate be applied to customer bills?

19 A The DSM adjustor mechanism rate would be assessed on a per-kWh basis and would be
20 shown as a separate line item on the customer bills. The bill would show the unit charge
21 and the number of kWh to which the charge applies. In the event that kWh is not metered
22 (e.g., lighting), imputed kWh would be used for the adjustment, and the bill presentation

23 may vary.
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When would the DSM adjustor be reset?

The DSM adjustor mechanism rate would be reset after Commission approval of each
Mohave DSM and EE implementation plan. The EE rules require an implementation plan
to be filed by June 1 in every odd year, although the utility has the option to file annually.
In years when the utility does not file an implementation plan, Mohave could file an

application for a change in the adjustor rate.

RENEWABLE ENERGY ADJUSTOR MECHANISM

Q.
A.

Please discuss your recommendation for a renewable energy adjustor mechanism.

Mohave currently has a Renewable Energy Standard Tariff. Staff recommends that the
tariff become an adjustment mechanism. The adjustor rates should be the same as
contained in the tariff, including caps. The rates and caps would be reset only after
Commission approval of a renewable energy implementation plan or a separate

application to revise the rates or caps.

Does this conclude your direct testimony?

Yes, it does.
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