




















1

	

Unlike the A&E method, which considers class individual peaks and class load

2

	

factors, as well as diversity between class peaks and system peak, the A&P method

3

	

arbitrarily allocates about half of these costs on annual energy consumption.

4

	

Q

	

HOWMUCH WEIGHTING DOES STAFF'S A&P ALLOCATION METHOD GIVE TO

5

	

SUMMER DEMANDS?

6

	

A

	

Staff uses class demands from all 12 months, regardless of their magnitude, and

7

	

weights them . Although not explained in the testimony, the information presented in

8

	

the workpapers of Mr . Roos shows that the peak demands occurring during the three

9

	

summer (June - August) peak months have a weighting of less than 19% in his

10

	

A&P allocation factor . That means that loads at other times are weighted 81%, or

11

	

over four times as much .

12

	

Q

	

IS THIS WEIGHTING FOR SUMMER PEAK DEMANDS A REASONABLE ONE?

13

	

A

	

No. This low weighting is fundamentally unreasonable . It is summer peak demands

14

	

that drive the need for the addition of generation capacity and an allocation

15

	

methodology which gives only 19% weighting to those summer peak demands cannot

16

	

be regarded as reasonable . Staffs allocations skew the results so that high load

17

	

factor customers are allocated a significant amount of costs that they are not

18

	

responsible for causing .

BRUBAKER & ASSOCIATES, INC .

Maurice Brubaker
Page 8























1

	

the same . The second block shows the allocation results under Staffs A&P method .

2

	

Note that the impact is to allocate significantly more capital costs, in fact, 24% more,

3

	

to the Large Power class than under the traditional approaches, which allocate

4

	

average capacity costs. Note also that fuel costs per kWh are the same for all

5 classes.

6

	

The third and fourth blocks show similar class capacity allocation results for

7

	

AARP's and OPC's A&P studies . Please note that OPC's study goes one step further

8

	

and even allocates higher than average energy-related costs to the high load factor

9 customers .

10

	

The final block shows the OPC "TOU" study. Predictably, an even heavier

11

	

allocation of capacity costs is made to the Large Power class, and even less is

12

	

allocated to the Residential class . Once again, the energy costs allocated to high

13

	

load factor customers is above average.

14 Q YOU INDICATED THAT THE ENERGY COSTS PER KWH ARE NOT

15

	

MEANINGFULLY DIFFERENT UNDER THESE ALLOCATIONS. HOW DIFFERENT

16

	

ARE THE ENERGY COSTS OF THE DIFFERENT GENERATING FACILITIES?

17

	

A

	

They are quite diverse .

	

For example, the fuel cost for the Callaway nuclear unit is

18

	

less than 0 .5¢ per kWh, the base load coal plants have fuel costs in the range of 0 .9¢

19

	

to 1.4¢ per kWh, and the peaking units have fuel costs over 10¢ per kWh . (Note:

20

	

These fuel costs are taken from AmerenLIE's 2005 FERC Form 1 report .) Obviously,

21

	

if some classes are allocated higher capacity costs than others, they should be

22

	

entitled to at least an above-average share of the energy output from the higher

23

	

capital cost, more fuel efficient, base load type generating units, which would make

24

	

their fuel cost per kWh larger than average. None of the allocation methods
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1

	

advanced by Staff, OPC and AARP recognize this correspondence, and as a result

2

	

over-allocate costs to high load factor customers .

3

	

Q

	

WHAT DO YOU BELIEVE SCHEDULE MEB-COS-R-3 SHOWS?

4

	

A

	

I believe it clearly demonstrates that the A&P and the "TOU" methods that have been

5

	

sponsored in this case by Staff, OPC and AARP are highly non-symmetrical . They

6

	

allocate capacity costs differentially across customer classes as a function of load

7

	

pattern, but do nothing to offset this higher allocation of capacity costs with a

8

	

correspondingly lower allocation of energy costs. Thus, I believe these studies are

9

	

further flawed for this reason and are entitled to no weight .

10

	

Q

	

HAS THIS ISSUE OF ALLOCATING A BELOW AVERAGE SHARE OF FUEL

11

	

COSTS TO HIGHER LOAD FACTOR USERS RECENTLY BEEN ADDRESSED IN

12

	

AMISSOURI RATE PROCEEDING?

13

	

A

	

Yes.

	

Staff witness Lena Mantle addressed this topic in her September 8, 2006

14

	

rebuttal testimony in the recent KCPL rate case, Case No. ER-2006-0314 . Her

15

	

testimony discussed planning principles and the relationship between load factors

16

	

and generation mix. Her testimony clearly demonstrates that as capital cost

17

	

increases (with higher load factor), energy cost decreases . While her testimony was

18

	

in the context of jurisdictional allocations, the principle is the same at the class level .

19

	

In fact, the recognition of the principles at the class level is even more critical since

20

	

the differences between class load factors are much greater than the differences

21

	

between jurisdictional load factors.
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