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INTRODUCTION

Please state your name and your business address.
My name is Kathy J. Champion. My business address is the Jim Thorpe Office Building,

Room 580, 2101 North Lincoln Boulevard, Oklahoma City, Oklahoma 73105.

By whom are you employed and in what capacity?
I have been employed by the Public Utility Division (“PUD”) of the Oklahoma
Corporation Commission ("OCC" or "Commission") as a Regulatory Analyst since July

2013.

What are your duties and responsibilities with PUD?

My principal responsibility is to audit and analyze utility applicatioﬁs, reports, financial
records, and all work papers to assist PUD in fnaldng an accurate recommendation to the
Commission. My primary responsibilities are related to energy efficiency programs and

policies and cost of service (“COS”) and rate design anatysis for electric and gas utilities.

Please state briefly your educational background and professional experience?

See my curriculum vitae, attached as Exhibit KJC-1.

Have you previously testified before this Commission and were your qualifications

accepted?

Yes.

Rate Design Responsive Testimony — Champion
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PURPOSE
What is the purpose of your testimony in this phase of Cause Né. PUD 201500273?
The purpose of my testimony is to present PUD’s review of the Oklahoma Gas and
Electric Company (“OG&E” or “Company”) Application for a change or modification to
its rates, charges, and tariffs; I will specifically address the proposed changes in rate
design for residential and small commercial customers, the use of riders, Pay-as-you-go
billing option, Smart Meter opt-out option, Distributed Generation tariff, and changesr

to the Company’s miscellaneous charges.

RATE DESIGN

What is a cost of service study (“COSS”) and how is it used in rate design?

A COSS is performed in three steps: First, costs are functionalized, meaning that they are
defined based upon their function (e.g., production, distribution, transmission). Second,
cach cost is classified as energy-related (which vary by the amount of energy a customer
consumes), demand-related (which vary according to customers’ maximum demands),
and customer-related (which vary by the number of customers). Finally, these costs are

allocated io the appropriate customer classes.

Please explain how umnit costs from the class COSS are used in rate design.
Unit costs from the class COSS are used as a point of reference for rate design. However,

cost-causation is not the only criterion used when setting rates. Other considerations such

Rate Design Responsive Testimony — Champion
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as rate stability, equity, and efficiency also play into the design of rates, as I will discuss

later in this testimony.

Did the Company perform a class COSS to determine customer-related unit costs?

Yes, the Company performed a COSS, as presented by Company Witness David Smith.

Do you have any comments regarding the customer-related unit costs from the
Company’s class COSS?

Yes. As discussed in the testimony of PUD witness Jeremy K. Schwartz, PUD questions
that OG&E has placed a high level of importance on the use of unit costs, however, the
Company did not update the minimum intercept study for this COSS. The Company
utilized the minimum intercept study from 2008, which does not reflect the significant
increase in distribution plant investments which could have an effect on the classification

of costs.

Are the COSS estimates of customer-related costs the only consideration used
when setting customer charges?

No. The COSS estimates of customer-related costs are not the only or defining
consideration when setting customer charges. The Commission is not bound to set the
customer charges based solely on the results of the COSS. The Commission must also
consider the impacts of changing the existing customer charges and the broader public

policy position this change represents.

Rate Design Responsive Testimeny — Champion
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OG&E’s RATE DESIGN

Q: What is OG&E’s rate design proposal?

A: OG&E has proposed a significant change in the rate design for both the residential and
small commercial rates. OG&E is proposing to change the rate structure from a two-part
rate, customer and energy charges, to a threc-part rate, with customer, demand, and
energy charges. According the Company witness William Wai, the Company is
proposing to:

1) add demand (kW) charge for non-demand (non time differentiated) tariffs;
2) change season definitions (eliminate the shoulde:r)1
The classes to receive the new demand (kW) charge include:
Residential (r-1)
General service (gs-1)
0il & Gas producers;
Municipal water pumping (PM);
Public schools — non demand (PS-ND)

For existing rates — kW charges are updated.

Q: Why has OG&E proposed the change to a three-part rate?
OG&E witness Dr. Ahmad Faruqui provides several reasons including recognition of
Bonbright’s® principles of a sound design, matching cost recovery to the unit costs within
the cost of service. William Wg.i also includes additional reasons, essentially that with

the installation of smart meters the Company is able to include a demand charge and that

! Direat Testimomy Cause No, PUD 201500273, Wiliiam Wai, Page 7, lines 1-3
2 James Bonbright, Principles of Public Utility Rates, Columbia University Press, 1961, page 291
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demand charges address inequity in recovery that may be associated with new reduced

consumption caused by smart appliances/distributed generation (cost shifting).

Please describe Bonbright’s criteria for a sound rate structure.
Bonbright discusses eight (8) key criteria for a sound rate structure. These criteria are:

1. The related, “practical” attributes of simplicity, understandability, public
acceptability, and feasibility of application.
2. Freedom from controversies as to proper interpretation.
3. Effectiveness in yielding total revenue requirements under the fair-return
standard.
4. Revenue stability from year to year.
5. Stability of the rates themselves, with a minimum of unexpected changes
seriously adverse to existing customers.
6. Faimess of the specific rates in the appointment of fotal costs of service among
the different customers.
7. Avoidance of “undue discrimination” in rate relationships.
8. Efficiency of the rate classes and rate blocks in discouraging wasteful use of
service while promoting all justified types and amounts of use:
(a) in the control of the total amounts of service supplied by the company;
(b) in the control of the relative uses of alternative types of service (on-peak
versus off-peak electricity, Pullman travel versus coach travel, single-party
telephone service versus service from a multi-party line, etc.).

Are these principles widely recognized and utilized by this Commission?
Yes. The principles listed above have been recognized for many years, and Dr. Faruqui

provides an overview of the Company’s interpretation of Bonbright’s principles

beginning on page seven of his direct testimony.

Is the Company’s rate design proposal consistent with Bonbright’s principles?
While the interpretation of Bonbright’s principles is often debated, PUD finds that the
Company’s proposal does not meet the principles of rate stability (often referred to as

“gradualism™), fairness among customers, or efficiency.

Rate Design Responsive Testimony — Champion
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Please describe Bonbright’s principle i'egarding rate stability.
This principle provides that customer rates should not change suddenly, particularly if

this will cause harm to customers.

In what way should customer rates exhibit stability?

According to Bonbright’s principle of rate stability, which includes the individual
components of the rate design (customer charge, demand charge, energy charge), rates
should not change dramatically from one period to the next. As stated, rates should have

a minimum of unexpected, adverse changes.

Is the Company’s proposal consistent with this principle?

No. The Company proposes to increase the customer charg¢ for residential customers
from $13.00 to $26.54, an increase of over 100 percent. In addition, OG&E’s proposal
not only increases the customer charge component but also adds a new element, the
demand charge, to their existing rate design (which is approximately $2.75 per kW for a
residential consumer and an average residential consumer uses six (6) kW for an
additional fixed charge increase of $16.50). The combination of the increased customer
charge and the demand charge create a dramatic change in recovery among customers
within the same class (from the figures listed above, an average residential customer will
go from a $13.00 fixed charge to approximately $43.04 in fixed charges, or an increase
of $30.04 in unavoidable charges). OG&E is also requiring that this change be made

immediately, recognizing no gradualism in their application of the rate design change.

Rate Design Responsive Testimony — Champion
Oklahoma Gas & Electric Company Cause No. PUD 201500273
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This is in spite of OG&E’s own data that recognizes significant, adverse increases to
certain customers within the affected classes, primarily the small use customers. The
adverse impacts to small use, or those with less than average use, customers is illustrated

in Figure 3 of this testimony.

Q: Please discuss how OG&E might utilize gradualism to implement its proposed
change to three-part or demand charges.

A:  As discussed in a presentation by another Brattle employee, Ryan Hedlik, there are
several approaches to implementing demand charges’. The chart below shows a
measured, gradual approach that includes the use of pilots to identify the impacts on
customers, the educational needs for customers to be successful on the rate, and

identification of protections for smaller customers.

3 Rolling out residential demand charges;Ryan Hedlik; EUCI Residential Demand Charges summit; May 2015; Shide 33.
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Figure 1. Phased Demand Charge Transition Approach

The fransition to a demand chqrgéwwrll take fime and
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. analysis

In addition, Dr. Faruqui, in a presentation supporting demand charges to the
National Association of Regulatory Commissions (“NARUC”)4, also acknowledges that
there may be financial impacts on vulnerable customers (low income/small users) and the
solutions may be to exclude them initially from demand charges, phase in the rates, and
provide financial assistance for installing EE measures.

PUD supports the use of processes similar tb that highlighted by Mr. Hedlik to
implement, or transition to, a three-part rate structure. This process is similar to the
approach that OG&E has used in implementing both its current Variable Peak Pricing
(“VPP”) and Time of Use (“TOU”) tariffs. OG&E first established pilots with specific
goals established regarding customer participation and the impact on the system. OG&E

tested messaging and customer education material to ensure they identified the benefits to

* The Movement Towards Demand Charges for Residential Customers, November 06, 2015, Slide No. 9
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customers and how they could be successful on the new tariffs. OG&E also protected
participants by giving participating customers a “best-bill” option, which billed
customers for a full year on the tariff that provided them the “best-bill” between
participation in the new tariff and how they would have been billed under existing tariffs.
This gave customers a no-fail method to test the new options and the Company the
opportunity to learn how to better educate customers about how to participate.

The practice of offering the three-part rate with demand charges on a voluntary
basis to residential customers/small commercial is also the practice of all other utilities
with demand charges in the United States (“US™). As discussed in the testimony of Dr.
Farugui,’ there-are several utilities that include demand charges for their residential and
small commercial customers. However, in response to data request AG 8-14, Dr. Faruqui
clarified that none of those US utilities include the demand charge/three-part rate as thé
standard, méndatory rate for their standard residential customers. Most utilities offer it as
a part of their optional TOU rates and target their promotion of the demand charge rates
to their largest customers — those who-they know will be successful on the rate. Only one
(1) utility includes the demand charge rate as part of a mandatory rate and it is only
mandatory for a specific segment of their residential/small commercial customers their
net metered customers. PUD highlights the utilities offering demand charges in the chart
below. In addition, Dr. Faruqui specifically mentions the 100,000 customers

participating in Arizona Public Service Electric “APS” Company’s residential demand

charge tariff. While APS does have approximately 100,000 customers participating in

the demand TOU tariff, that represents approximately 10 percent of its customer base.

* Direct Testimony Cause No. PUD 201500273, Dr. Ahmad Faruqui Exhibit AF-2

Rate Design Responsive Testimony — Champion
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The APS TOU kW tariff has also been marketed to customers for approximately 30

years, in order to achieve its current participation level.

Figure 2. Optional Residential/Small Commercial Demand Charge Tariffs

AG &-14 Ahmad Faruqui Exhibit AF-2
State Optional Mandatory Demand interval
1 Alabarna RTA X 15 min
2 Alaska X >5000 manthly ?
3 APS X 60 Min on peak hours
3 Black Hills 5D X 15 min
4 Black Hills WY X 15 min
{only available to
electric heat/but still
5 City of Ft. Colling X optional) ?
6 City of Kinston X 15 min on peak hours
{oniy avaiiabie 1o
electric heat or >
150,000 kWhs but still
7 City of Longmont X optional) 15 min
8 Dakota Electric Association X 15 min
9 Dominion NC X 30 min - on peak hours
10 Dominion Va X 30 min - on peak hours
11 Duke energy NC X 30 min - on peak months
12 Duke energy SC X 30 min - on peak months
13 City of FL. Morgan X ?
14 Georgia Power X 30
15 Midwest energy X
16 Otter Tail MN X Highest winter {hour}
17 Otter Tail ND X Highest winter (hour}
18 Otter Tail SD X Highest winter {hour}
20 Salt river project Cogen cusiomer 30 min - on peak months
> 1800 kWhs in two
21 Swanton Village Electric months or > 8 kW 85% ratchet
22 Xcel {colorado) X 15
Peak demand
23 Westar {kansas) X management 30

Please describe PUD’s position regarding Bonbright’s principle regarding fairness
and avoiding undue discrimination. In what way would OG&E’s rate design
unfairly impact different types of residential customers?

These principles refer to treating similarly situated customers in a similar manner. The
impact on residential customers will vary considerably across customers, as the
Company’s proposed rate design has 2 much larger impaqt on customers who use less

energy. As shown in Figure 3, the Company’s proposed residential rate structure would

Rate Design Responsive Testimony — Champion
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Paoce 12 of 38



10

11

impact the lowest usage half of residential customers, with bill increases of between 34

and 7.4 percent. While higher usage half of the customers would receive less of an

increase and the customers with the highest usage would experience rate decrease.

Figure 3 was provided by OG&E in response to a data request (AG 1-2 Supplement 3)

and clearly displays the shift of cost recovery to small use customers.

Figure 3. OG&E Proposed Residential Rate Impacts

Standard Residential
Customer Revenue Change Revenue Change
XWh Group Count Range {Annual Eneray KiVh) kWh Average kiWh  Monthly Percentage  /CustomerMonth
S e eSS B 306 R MBS
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charges match the fairness principle?

Does the Company’s proposal to use unit costs to unbundle its rates and develop

No, as stated previously, PUD questions whether the unit costs developed in this Cause

were appropriately updated to reflect the increased investment in distribution plant.

Without an accurate split between customer/demand classifications of costs, the customer

charge and demand charges developed using those numbers are also suspect.

Rate Design Responsive Testimony — Champion
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Does PUD agree that small users are being subsidized by larger users®?

No. OG&E has not proven that small users, or customers with an average consumption
below the class average, are being subsidized. Simply claiming that small customers do
not pay as much as large users is not proof of a subsidy’. OG&E made a similar claim in
Cause No. PUD 201500274 in which it claimed that Distributed Generation “DG”
customers were being subsidized by other residential customers. In this Cause, OG&E
has included DG customers as a separate class in its updated COSS, assigning costs to
just those customers based on their use of the system. This updated COSS shows,
contrary to what the Company stated in Cause No. PUD 201500274, shows no subsidy
for the majority of the DG customers. In fact the Company’s current analysis shows the
opposite, that the DG customers are currently subsidizing other customers®.

PUD questions that OG&E is also in this Cause making an assumption that they
have yet to prove. PUD recommends OG&E provide information about small users, to
consider them as a separate class or separately from their class and compare their
contribution to system costs. Also, PUD recommends the Company should consider if,
because of the locational density of the small user (apartment dwellers, duplexes, etc.), is
it is appropriate to assign average costs to those customers when, as a class, they may
require fewer lines, poles, transformers to serve them than other standard residential
customers (single home customers).

Without further study or proof, PUD believes OG&E would be violating the

standard of faimess by implementing the proposed three-part rates at this time.

% Direct Testimony Cause Ne. PUD 201500273, Dr. Ahmad Farugui, Page 4, lines 10-13.
" Direat Testimeny Cause No. PUD 201500273, Dr. Ahmad Faruqui, Page 12, lines 1-12.
B The COSS filed by the Company shows a relative rate of return of 123% for DG customers.
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Please describe how Bonbright defines the principle related to efficiency.
Bonbright defines the principle of efficiency as discouraging wasteful use of service and

also as reflecting present and future costs of electricity.

Please explain how rates are designed to include efficiency.
Bonbright's efficiency principles supports the design of rates that send price signals,
discourage wasteful of electricity, and encourage customers to pursue cost-effective

energy efficiency.

Does OG&E’s proposed increase to the fixed charge and the addition of a demand
charge provide price signals to customers?

No. While OG&E still includes an energy charge as a component of its proposed rate
design, overall OG&E’s proposal provides a much weaker signal regarding the efficient
use of energy. More than doubling the fixed portion of a bill provides customers no
control over that portion of their bill, as they will have to pay the fixed portion of the bill
regardless of how much electricity they consume. The added demand charge likewise,
moves the recovery into a charge that in spite of their actions to reduce consumption will

be less effective and may result in an additional increase in their bill.

What impact would OG&E’s rate design proposal have on customer incentives to

use electricity more efficiently or participate in Demand Programs?

Rate Design Responsive Testimony — Champion
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The increase in the fixed cost recovery (customer and demand charges) also results in a
decrease to the energy charges. The energy charge provides the incentive for a customer
to reduce consumption and to use electricity more efficiently. The proposed increase in
fixed costs makes the customer efforts to reduce their elecfricity bill by lowering their
energy consumption less effective. The weakened price signal, through the proposed
diminished energy charge, is likely to fail to encourage customers to reduce their
consumption because their actions will not result in a sufficient decrease in their bill.
Because so much of the proposed bill will now be recovered through fixed, unavoidable
charges, a customer’s actions to reduce consumption will provide less of a reward and

may not be sufficient to induce a reduction in consumption.

Does PUD have other questions about the negative impact the increased fixed cost
recovery could have on customers related to enef'gy efficiency?

Yes. In addition to the potential to increase overall consumption of energy because the
signal to reduce consumption is diminished, PUD also questions the payback on
investments in energy efficiency measure alrcady made by consumers. Reducing the
energy charge and moving costs into the fixed components charges extencis the potential
payback period for energy efficiency investments. For example, if a customer installed a
more efficient air conditionér that had an added cost of $500 over a standard air
conditioner. The customer would calculate the payback by taking the energy savings
be/she would achieve with the higher efficient unit times the costs he/she would be
avoiding. If the customer would save 1,000 kWhs annually and the current rate has an

energy charge of $.10 the annual savings would be $100. It would take the customer

Rate Design Responsive Testimony — Champion
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roughly five (5) years to see a payback on the investment of that efficiency choice. If the
energy charge were reduced to $.05 per kWh it would now take the customer 10 years or
twice as long to see any payback on that investment. A consumer might choose not to
make that investment or might require a higher incentive from the utility to help lower
their payback. 7

‘While the change in the energy charge changes the payback for any existing
customer investment it also makes it much harder to attract new customers to make that
investment. OG&E has not provided any analysis to show the impact of its proposed rate
design on its existing Demand Programs to determine whether the reduced energy charge
would have a detrimental impact on customer participati:on or might require an increase

in its budget to achieve the same level of savings.

Are there other consequences of a lower energy charge and weakened efficiency
signal?
Yes. Increased consumption, through a diminished price signal, could result in the need

for new investment in additional generation, transmission, and distribution capacity, and

increase costs to all consumers.

Other than the questions related to the Bonbright principles mentioned in this
testimony, does PUD question any other specific areas related to OG&E’s proposed
rate design change?

Yes. PUD also questions the demand interval proposed by OG&E. As shown in the

comparison of other utility offerings in Figure 1 of this testimony, the demand interval

Rate Design Rcsponsivé Testimony — Champion
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varies from 15 minutes fo one (1) hour. A shorter demand interval, while matching the
demaﬁd intervall for larger commercial customers, is much harder for a consumer to
control. While larger customers are able to utilize control equipment to manage the
coincidence of their demand, residential and small commercial customers have no
experience managing their coincidence of demand usage. Although customers are
currently educated about their consumption, what time or what season they use energy;
they have not been provided information about managing the use of appliances
simultaneously. This problem is exacerbated with shorter demand interval making it

much harder to identify and control.

What is the impact of using a demand interval that customers cannot control?

The result of using a demand interval that customers cannot control is considered
punitive and leads to high monthly demand charges to customers and potentially an over
collection of demand charge revenues to the utility. Again, the Company has not
provided any studies or information to prove that customers can respond to demand
charges or what education or time period is needed to ensure that customers can be

successful on this rate.

. Has OG&E tested consumer reaction to its proposed demand charge rate changes?

No. As discussed in the testimony of Bryan Scott’, OG&E has tested many options:
Time of use rates, variable peak rates and flat bills but it did not include for customer

review its proposed three-part rate. OG&E did include, as a choice, the standard rate, but

¥ Direct Testimony Cause No. PUD 201500273, Bryan Scott, Pages 6 - 9.
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the standard rate included in the customer survey was the existing two-part rate. OG&E
has no survey information on customer’s perceptions or preference for the three-part rate.

PUD recommends that OG&E include the three-part rate in its next customer survey.

Does OG&E’s proposed three-part rate raise other questions?

Yes. PUD questions the benefit of implementing this rate. While the proposed rate
structure will provide a more stable recovery for the Company, OG&E has not proven
that the existing two-part rates do not provide adequate or predictable recovery and are
harmfil to the utility. The timing of its base rate reviews would indicate just the opposite,
the Company has been provided adequate recovery or‘ they would have made more
frequent filings. Without a proof of financial harm, there is not a compelling reason to
move forward with a dramatic rate design change that, as discussed earlier in this
testimony, has been proven harmful to many of OG&E’s customers.

PUD also questions whether the successful implementation of this rate would
cause less invesuﬁent o be made in distribution equipment. The historic distribution
costs the demand charge is based on are sunk costs. The demand charge does not provide
a signal that will result in actions by the Company. If customers respond to the demand
charge land reduce their overall demand the Company will recovery less money and it is
not likely to pull out and replace the poles, lines, or transformers. The proposed demand
charge will not provide the Company with an indication of what distribution equipment
will be needed in the future. It is merely designed to collect the historic investment in

one component of plant,

Rate Design Responsive Testimony — Champion
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However, moving so much of the current cost recovery inio fixed or high demand
charges diminishes the overall signal sent to customers to reduce consumption. Without
a strong signal to reduce or conserve, the utility is likely to see increases in overall
consumption and increases in production or transmission costs to serve Cusiomers.
OG&E is a bundled utility and one advantage to being a bundled utility is that cost
recovery can also be bundled and used to achieve the desired signals.

The final reason the company has cited as to why they have proposed the change
in rate structure is because it now has new equipment, Smart Meters, installed and it now
has the ability to implement a new charge'®. PUD does not find that having smart meters

and the ability to create a new charge, is a compelling reason to do so.

Please summarize PUD’s position on OG&E’s proposed three-part rates for
residential and small commercial customers.
PUD recommends that the Commission reject OG&E’s proposed demand charges.
OG&E has essentially proposed a mandatory experiment by implementing the demand
charges in this manner and an experiment that is without any utility precedent in the US.
OG&E, by making this change mandatory, is using a “fail or succeed”
philosophy, forcing all residential and small commercial customers info a new rate
structure. PUD questions whether this approach represents a fair, just and reasonable
approach. It is not reasonable to assign a new category of cost recovery, the demand
charge, with no warning, education, or prior information. It is not fair or just io propose

a structure in which many customers are likely to fail because they are not able to

P Direct Testimony Cause No. PUD 201500273, Dr. Ahmad Faruqui, Page 4, lines 10-19.
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respond or will see an increase in rates for service that has not changed; likewise it is not

fair or just to have customers succeed who have made no change in behavior or have

even for increased their consumption

Further, PUD recommends that if OG&E were to consider demand charges again,
it should do so in a manner more controlled, and follow the pilot process used for other
rate design changes. Using a pilot approach will allow the implementation of demand
charges to occur in a known, measurable, way with manageable actions identified for
customers to be successful with the proposed rate. In addition to an overall education
campaign, which will provide and identify the information needed for customers to
understand demand charges, OG&E should also consider in its pilot:

e Subset of existing rates — this could either be in establishment of a separate class
(small users) or by establishing tiers of demand charges (lower demand charges
for small customers)

e Interval of demands — is 15 minute demand the best demand for
residential/commercial customers to respond? Should the Company use a season
demand? How are price signals best maintained with a new rate structure?

e What is impact of demand charges on energy efficiency? How do these changes
affect the performance of the Demand Portfolios? What changes might be needed
to customer incentives and how does that impact cost effectiveness of DPs?

Afier evaluation of the three-part (Demand charge) rate pilot addressing the
concerns raised by PUD, OG&E should incorporate the changes identified and make an

appropriate rate change, or a no change proposal, based on its findings.

Does PUD agree with any of the proposed rate design changes?
Yes. PUD does not oppose the elimination of the shoulder seasons for the R-1 tariff.
OG&E has proposed eliminatation of the shoulder months which results in the summer

season definition as the months of June through October and winter as November through

Rate Design Responsive Testimony — Champion
Oklahoma Gas & Electric Company Cause No. PUD 201500273
Page 21 of 38



10

11

12

13

14

15

16

17

18

19

20

May. This is consistent with the definition for all other tariffs and PUD agrees with this

change.

PUD’S RATE DESIGN

Is PUD propesing a major change to the rate structure in this filing?

No. As stated previously in this testimony PUD :ecommends no major changes to the
rate structures currently in place for OG&E customers. PUD does agree with and
recommends eliminati(;n of the shoulder months for the Standard R-1 rate, as proposed

by OG&E and inclusion of those months in the winter/summer months.

Does PUD recommend changes to the proposed rate design?
Yes. PUD proposes minor changes to the residential and small commercial classes and
no structural changes to the remaining classes. PUD proposes an increase to the
customer charge for residential customers of $7, which moves the customer charge to $20
per month. This increase represents a movement toward full recovery of the customer
component of the unit costs within the customer charge. Howevér, as provided by PUD
witness Jeremy Schwartz, PUD questions the out-dated minimum system study from
which the unit costs are derived. Given the reliance on an old study to support OG&E’s
COS analysis and also in the interest of minimizing impacts within customer classe.s,
PUD recommends this increase as a more gradual approach to modifying the customer
charge.

PUD also proposes a similar increase to the following, General Service. customers

increase the customer charge by $12 to $36.70; Public Schools non-demand merease the
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customer charge by $15 to $32; Public Schools demand increase from $70 to §75; Oil
and Gas Producers SL 2-SL3 increase from $22.95 to $35; and Muncipal Pumping
increase from $23.80 to $36.

PUD’s proposed increase in the customer charges will result in a decrease in the

energy charges in order to collect the full revenue requirement resulting from this Cause.

What are the customer impacts under PUD’s proposed rate design?
While the increase in the customer charge will vary the impacts within the customer
classes, PUD’s recommended increase by customer class is reflected in Figure 5 on Page

10 of Mr. Schwartz’s testimony.

OTHER ASSIGNED AREAS

Riders
What has OG&E proposed for the riders in this case?
OG&E has proposed the elimination of six (6) of its twelve (12) existing riders. As
provided in the testimony of Mr. Rowlett and included in the following table, the six
riders are being eliminated are as follows:

Figure 4. Rider Elimination

___Tahbie 4 - Rider Elimination

- _ Riders
Svstem Hadening Progem Kder ('SHPFR™
- Securty Rider °SR™) '
| SrwriGrid Rider ("SGR

&s&wﬁaﬁ-@g_ﬁiﬂg R .
| Southwest Fower Pool Tranesaission System Additions ("STSEA™)
Renewgble Transmission Sysiem Additions (RISAT)
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Why has OG&E proposed elimination of these riders?

According to Mr. Rowlett!!, the riders are no longer needed as the costs for most of the
riders, except for the RTSA rider, are being included as a part of base rates. OG&E
witness Gwin Cash'? also cites OG&E’s goal is to reduce and simplify its riders. While
the costs for the RTSA are not being recovered through base rates, OG&E has proposed

recovery of those costs in other riders and/or through fuel cost recovery.

What riders has OG&E prdposed to continue?

OG&E has proposed continuation of the following riders:

Riders, not rolling info base rates or FGA

Military Base Tariff Credit (MBTC)

Storm Cost Recovery Rider (SCRR)
Southwest Power Pool Cost Tracker (SPPCT)
Demand Program Rider

Green Pow er Wind Rider (GPAR)

Annual PUD Assesment Fee (APUAF)
What is PUD’s recommendation regarding riders in this case?
PUD agrees with OG&E's goal of reducing the number of riders. PUD recommends that
the use of riders should be limited in number and scope and that a standard set of criteria
be used to evaluate the approval and continuation of riders. PUD recommends the
following criteria be used to review existing riders or when evalvating future rider
reguests:

e Are costs substantial and recurring — relative to overall costs?
e Are costs volatile and unpredictable?
e Are the costs outside utilities conirol?

Y Testimony of Donaid Rowlett, Page 25, Lines 8-12
2 Testimony of Gwin Cash, Page 15, Lines 30-31
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Do OG&E’s remaining riders meet these criteria?

Yes. As discussed above, OG&E has proposed continuation of its SCRR, which recovers
storm costs. Storm costs can be substantial, are largely unpredictable, and they are
outside of the utilities conirol. Therefore, PUD agrees that this rider should remain.
Likewise, OG&E has asked for continuation of the SPPCT which recovers the cost of the
Southwest Power Pool Costs. While the SPPCT costs are somewhat under the control of
the Company because of OG&E’s participation in SPP, the costs can also be substantial.
While PUD recommends continuation of this rider and inclusion of certain costs formerly
recovered through the RTSA rider, PUD recommends the modification to this rider as
proposed by PUD witness Jason Chaplin."

The DPR recovers the costs of the Demand Programs whose costs are approved
and trued-up under specific Commission rules (OAC 165:35:41) and include components
that are evaluated annually based upon performance. While the costs are not
unpredictable or outside of the utilities control because of the annual evaluations and
performance review performed for this rider, PUD also recommends that this rider be
continued. For the MBTC, GPWR, and the APUDAF, these riders are for recovery of
required fees or approved credits or are based on voluntary cusiomer enrollment. PUD

recommends continuation of these riders.

Pay-As-You-Go
Please describe the Pay-as-you-go (“PayGo”) option propesed by OG&E.
OG&E’s PayGo option is a payment option available on a voluntary basts to residential

customers who may not be able io provide a security deposit or who would prefer to

13 Direct Testimony Cause No. PUD 201500273, Jason Chaplin, Page 15 lines 20-22.
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make more frequent, smaller, payments instead of one monthly payment. Customers
who chose the pre-pay option may be billed on any of OG&E’s approved tariffs as the

monthty charges will be prorated and charged on a daily basis™.

Q. How will castomers be notified about this additional payment option?

As detailed in response to Data Request AG 12- 14:

The Company plans a multi-channel approach to educating customers about
the availability of the prepaid service. When the program is launched, all
customers will be informed using OG&E’s Currents, the monthly customer
education bill insert. The Company also plans to provide program information
when customers are starting new service online, with a customer service
representative and on its IVR system. Social media platforms Facebook and
Twitter will be used to expand customer contact and education about the Pay-
as-you-go program. The Company may also use other communications
channels.

What are the conditions for participation in the PayGo option?

In order to initiate service, 2 minimum payment of $25 is required. The minimum
payment to maintain service is $5. In the event of a disconnection, a customer must bring
his/her account to at least a $25 credit balance to restore service’”.  Customers that
currently have deposits and convert to prepaid service would have the existing deposit

first credited to any outstanding balance with the Company and the remaining deposit

amounts if any are applied to the customer’s pre-pay account.

Q: What is the process for a PayGo customer to return to standard tariff billing {once

monthly)?

a5} response AG 12-5
B pr response AG 12-8
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A PayGo customer would be qualifiéd to receive normal tariff service without posting a
deposit, as Iong as the customer has continuously been on prepaid service for the previous
six (6) months. If the customer were utilizing the prepaid service for less than six (6)

months, any deposit would be calculated based on standard deposit requirements.

What are the payment methods a PayGo customer can use to make their
payments?

The Company is proposing that a prepaid service customer can use the same methods to
pay as non-prepaid customers. The Company is also considering allowing two-wajr text

payments for prepaid service customers’.

How will a customer be informed of their remaining balances?

The Company plans to keep customers informed of their remaining balance through
multiple communication methods. As proposed by OG&E, customers will be able to
log into oge.com at any time to see their balance; they can check using an automated
phone line; through opting in to outbound notifications of their daily balance through
text messages, emails or automated phone calls. The customer may also be able to send
a text at any time to request their balance amount through text and a customer may call and

speak to a customer service representative’”.

What is the process for disconnection of service using the PayGo option?

16

Data Request AG 12-9

17 Data Request AG 12-10
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The Company will inform customers of an impending disconnect by providing
information through multiple methods. Customers should also have the ability to opt
into notifications of impending disconnects through text messages, emails, or automated
phone calls. Customers will be able to log into oge.com at any time to see information
about impending disconnects or a customer may call and speak to a customer service

representative.

What is the process for reconnecting service if a PayGo customer is disconnected?

To reconnect service, the PayGo customer simply pays a new prepayment amount as
discussed previously. The system will recognize a payment has been received, and will
issue the reconnect auton‘latically regardless of when the payment is made, even if the

payment is made outside of normal business hours.

Does PUD recommend approval of OG&E’s proposed PayGo Option?

Yes. PUD agrees that the PayGo payment option presents another good choice for
customers. However, PUD recommends that OG&E include more information about
the PayGo option in Section 220 of the tariff manual, including the conditions for
participation, communication about balances, and process for returning to standard

billing.

SmartGrid Opt Out

What is the Company proposing regarding SmartGrid opt out?
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The Company has proposed two (2) options for those customers who would prefer not
to have a communicating or smart meter installed on their plfemises. As explained in
the testimony of Company witness Don Rowlett'® the options allow customers to choose
between having the communicating meter replaced by a non-communicating digital
meter or by having the communicating meter partially disabled so that the meter does
not transmit customer usage data. The second option allows for some of the smart
features, including alarms or alerts related to outage restoration and the ability to
remotely reconnect.

According to Mr. Rowlett", both options require customers to be billed on the
average payment plan so that bills can be estimated with manual readings occurring
quarterly. Limiting the number of manual readings also lowers the monthly charge for
participation in this option. The following information was provided by Mr. Rowlett to

highlight the costs and resulting charges for the Opt Out options.

Figure 5. Cost Summary of Smart Meter Opt-Out

Cost Catepory Onption 1 Option 2
New Ner-Communicating Meter Cost ] 431 8 {
Old Smart Meter Restocking Fee 3 371 8 4
Credit for Old Smart Meter ¥ (20 § 0
Installation/Removal Cost 5 HEEE 0
Software and Accounting Charges 5 g4 & 84
Total One-Time Cost Per Cuslomer $ 1150 § 24

| Monthly Charge I § 1566] § 15.66

Did PUD review other utility’s fees for Smart Meter opt out options?

1% Testimony of Donald Rowlett, Pages 23-25
B Direct Testimony, Don Rowlett, Pages 23-25.
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Yes. PUD reviewed information provided in Cause No. PUD 201500109, provided by
the Attorney General’s office, that contained a list of current Opt Out fees. As shown in
a summary developed from that paper, PUD finds that OG&E’s proposed opt out fees to

be in the mid-range of the tariffs reviewed.

Figure 6. Cause No. PUD 201500109 Opt Out Fees

Cause No. PUD 201500109 AG 1st Q4

One time On-going

Central Maine S40 $§12 electro-mechanical
$20  $10.50 smart meter/non-transmit
Portland General 5254 $51 non-network
PG&E $75 $10 analog
NV $110-$2805.90-513.30
P50 $183-261 528 non-ami

*The Opt-Out Challenge; Jeff Evans, Executive Consultant, Black and Veatch
March/April 2012 Issue of Electric Light & Power

What is PUD’s recommendation regarding the Company’s proposed Smart Meter
opt out options?

PUD recommends approval of the proposed Smart Meter opt-out options as proposed by
the Company. PUD believes that this proposal balances the desire of certain customers
to have a choice about the meter installed at their premise and the need of the Company
to cost effectively collect usage data for billing. PUD believes that the Company has
sougﬁt ways to lower both the initial and monthly costs to participate in this option.
PUD also believes that the Company has sought to recognize that customer needs may
vary within the group of customers wanting an opt-out option, from those who want no
communicating meter ability to those who would prefer only a limiied number of
communications.
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Miscellaneous Charges
What has OG&E proposed regarding its Miscellaneous fees?
OG&E has proposed a change to the Service Initiation Fee (“SIF”), Reconnect Fee and
the Meter Test Fee. The SIF is currently $25 per event, which OG&E proposed to
reduce it to $22.50 per event. The reconnect fee is currently $35 per event and OG&E
proposed to reduce it to $26 per event. The Meter Test Fee is currently $50 per test and

OG&E proposed to increase it to §95.

Does PUD agree with the proposed change in fees?

While PUD agrees with the idea that the charges should cover the costs to perform those
functions, PUD is also concerned with the customers that are affected by those fees.
Customers affected by those fees méy find them punitive or less affordable at a time
when they are struggling to pay for basic service.

PUD is also questioning whether the promised benefits of the switch to the use of
smart meters, the lowering of costs because of more automation, may not be reflected in
the proposed charges. In calculating the SIF and the Reconnect Fees, OG&E has
included Customer Service and Call Center costs that would otherwise be included with
other Customer service costs shared among all customers. OG&E pulled these costs in
an effort to assign the cost recovery to the cost causers. While one goal of cost recovery
is to match recovery to those that cause it, another goal is to fairly recover costs. By
maintaining higher SIF and Reconnect fees, OG&E is assigning costs to those who may
already be financially challenged. Instead, PUD would propose a lower charge which

would exclude these shared costs — resulting in recovery from all customers including
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those paying the SIF and Reconnect fees. The effect of removing those costs would
lower the SIF fee from $22.50 to $14 per event and the Reconnect Fee from the proposed
$26 to $18.

Similarly, the proposed change in the Company’s Meter Test Fee éssentially
doubles the previous fee and may make it unaffordable for those requesting this service.
As noted by OG&E the instances of requested meter tests were relatively low (33) were
requested in the test year resulting in a likewise small total fee recovery. Because of the
impact on those requesting the service and the few instances of requested testing, PUD

recommends that there be no change in the Meter Test Fee.

Distributed Generation Tariffs
Please summarize information and recommendations related to the Distributed
Generation (“DG”) tariffs proposed in this Cause?
As recommended by PUD and other parties in Cause No. PUD 201500274, OG&E has
updated the COSS and supporting information to allow inclusion and review of the DG

customers as a unique and separate subclass in this Cause.

What was the result of the COS review of the DG customers?

As shown in Schedule L-1 of the Company’s submitied COSS, Residential DG customers
are providing a return in excess of their costs. This is a stark comparison fo the alleged
subsidy claimed by OG&E in Cause No. PUD 201500274. In that Cause OG&E stated
that DG cusiomers were being subsidized by other customers and proposed a mandatory

TOU rate with a demand charge (KW) tariff for those customers, OG&E stated that
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because DG customers did not pay the same, in essence, they were avoiding paying all of
the cost to srerve them, and they should have more fixed charges and a demand charge
included to prevent revenue Joss.

In fact, OG&E was incorrect about both the costs needed to serve the DG
customers and their contribution to recover those costs. The COSS shows that DG
customers cost less to serve their load shape and shows that DG customers, through a
combination of load management and load additions (from their renewable generation),
avoid peaks and cause less costs to be allocated to them.

This new information proves that DG customers provided benefit to their class
when included as a member of the overall residential class while lowering the overall
contribution to peak. It also shows, as a separate class, their assigned costs result in the

need for less contribution or lower charges to recover the cost to serve them.

Does PUD agree with the proposed DG tariffs in this Cause?

No,-PUD does not agree with the mandatory TOU kW tariff proposed by OG&E. OG&E
has not proven that a different rate structure is needed for DG customers and PUD
questions whether by mandating a different rate structure OG&E may be in violation of

17 O.S. § 156 that states:

B. No retail electric supplier shall increase rates charged or enforce
a surcharge above that required to recover the full costs
necessary fo serve customers who install distributed generation
on the customer side of the meter after the effective date of this
act.

C. No retail electric supplier shall allow customers with distributed
generation installed after the effective date of this act to be
subsidized by customers in the same class of service who do
not have distributed generation.
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With i‘espect to Subsectiqn B, PUD has reviewed the proposed tariff and, similar
to the previous testimony provideci concerning the demand charge proposed for all
residential customers and small commercial customers, PUD questions whether DG
customers may pay more than the costs to serve them. PUD is‘especia]ly concerned that
the proposed demand charges will result in an over-collection of costs because customers
with a lack of education or ability to control when their monthly maximum demand may
occur, will have higher demands than projected by OG&E. As stated in Subsection B,
this could result in ?ecovery of costs in excess of the costs to serve these customers.

With regard to Subsection C, OG&E’s COSS has provided information that
proves that DG customers are not subsidized by other customers. Without a proven
subsidy there is no compliance issue with 17 O.S. § 156 that would require a separate, or
different, charge for the DG customers.

Given these facts, PUD recommends that DG customers use the R-TOU rate or
that they be given the option of using the TOU-kW rate. Similar to the pilot
recommendation for the three-part rate, allowing customers to choose the TOU-kW rate
would provide OG&E with additional information with which io evaluate customers’

ability to perform under that structure.

Does PUD have other concerns with OG&E’s proposed DG tariffs?
Yes. While the COSS shows that residential DG customers are not being subsidized,
OG&E still has not provided information to evaluate the benefits provided by the DG

customers. As recommended by PUD in Cause No. PUD 201500274, OG&E has not
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provided a cost effectiveness test that would evaluate the DG resources in a manner
similar to the Company’s Demand Programs.
The Demand Programs are evaluated using cost effectiveness tests that review all

costs to purchase and install those resources against all benefits of those resources over

. the life of the resource. OG&E currently reviews the costs for DG but does not evaluate

the benefits provided to the system over the life of the DG resource. Had OG&E limited
consideration of the benefits of the Demand Programs to only the immediate benefit of
costs avoided in the first year, instead of considering the benefits provided dver the life of
the measures installed, most, if not all of the Demand Programs would not be considered
cost-effective. Considering just the avoidance of immediate annual costs as OG&E
currently proposes likewise canses the DG resources to appear not to be cost-effective.

As an example, if a customer installs a new HVAC unit and OG&E considers
only the energy savings for one year, that HVAC unit’s savings could not support any
incentive and would not be considered a cost effective measure. However, the HVAC
equipment is not reviewed using only one year’s saving. Instead, the life of that HVAC
unit is considered, approximately 10 years, and the savings from each of those years is
included in the cost effectiveness evaluation. Including 10 vears energy savings versus
including one year of energy savi;igs makes a significant differen;:e in determining the
cost effectiveness of the HVAC equipment.

Likewise, to exciude or deny an evaluation of the benefits, energy savings, over
the life of the DG resources also causes those resources to be cost ineffective or does not

represent the benefits those resources provide.
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PUD recommends that OG&E use the information provided by the DG customers

in their contract and their load data to develop a cost effectiveness review of the DG

resources. This information should be provided before any additional changes or

modifications are proposed for the DG customers.

RECOMMENDATION

What are PUD’s recommendations regarding the Application?

PUD recommends the Commission approve the following:

1.

Approval of the PayGo option — with additional language added to the terms and
conditions of service to further clarify and define participation terms as discussed in
this testimony.

Smart Meter opt out fees — PUD recommends approval of the fees proposed by the
Company for this option. |
Flimination/continuation of Riders — agrees with Company’s recommendation to
eliminate the System Hardening, SmartGrid, Security, Crossroads, SPP Transmission
System Additions, and the Renewable Transmission System Additions Riders and to
continue the Demand Program, Storm Cost Recovery, and the SPP Cost Tracker as
separate Riders.

Miscellaneous fees — PUD recommends modification to the SIF, Reconnect and the
Meter Test Fee as described in this testimony

DG tariffs — PUD recommends use of the TOU tariff for this class of customers, not
to include the demand charge proposed by the Company. PUD also recommends that
the Company conduct a cost-effectiveness review of the DG customer resources to
determine the benefit provided to the system through the estimated life of these
resources.

PUD’s limited rate design changes - with moderate increases in the customer charges
for residential and commercial classes. PUD also recommends elimination of the
shoulder months for the R-1 class.

Approval of a pilot program for residential and commercial customers be developed
regarding three-part rates — to be used to evaluate customer acceptance, understanding
and performance under a three-part rate structure.

PUD believes these proposals are fair, just, and reasonable to both the Company and its

ratepayers.
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I state under penalty of perjury under the laws of Oklahoma that the foregoing is true and correct.

\CQL/QL\GC/QWM \?J-’V\ March 31,2016 Oklahoma City, Oklahoma
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Exhibit KJC-2

Exhibit OC-1

Kathy Champion

Contact

k.champion@occemail.com 580 Jim Thorpe Building
Tek 405-521-6878 P.0. Box 52000
Fax: 405-522-1157 Oklahoma City, OK 73152

Work Experience

>

Oklahoma Corporation Commission, Public Utllity Division, Okiahoma City
July 2013 - present: Public Utility Regulatory Analyst, Energy Policy Group

Special Focus ~ Okizhoma Corporation Commission Demand Programs, Energy

Efficiency, Rulemakings

Expert Witness — recommendations and written and oral testimany

Analysis - Utilities service rates, tetms and conditions

Champion Energy Consuiting, Tulsa
danuary 2012 — july 2013: Owner/President
provided rate, energy efficlency, and marketing consufting services to utilities and
customers.
Developed Enetgy Education offering for school children

Public Service Company of Okiohema, Tulsa

April 2008 — November 2011: Munoger Cansumer Programs
Managed the development and continued operation of PSO's enargy efficiency and
demand response programs, supervising a staff of five with budget of $25 million
Budgeting, reporting
Issued and reviewed request-for-propasals, and contract development for third-
party service providers
Provided Regulatory support, expert testimony and analysis for Energy Efficiency
and Demand Response portifolio programs, budgets and recovery mechanisms.

AEP Services Compuny, Tulsa

January 2000-March 2008; Principal Regulatory Consultant
Supporing all of the AEP westem utilities in Oklahoma, Arkansas, Louisiana, and Fexas,
provided rate and regulatory expertise before the various state regulatory agencies,
Provided analysts and testimony for a variety of studies and pregrams including, class
cost-of-service studies, tariffs, revenue alioration, and price/revenue recovery issues.
Supported standard tariff offerings, as well as specialty rates and riders, including time-
of-day, Ioad reduction or interruptibie rates, Energy Effidency and Green Pawer
offerings.
Represented the Company on a variety of ruiemakings and policy praceedings before
the state regulatory agencies and the SPP Market Working Group

Education

-

Bachelor of Science [Business), Oidahoma Wesleyan College, Bartlesvilie, OK
December 2000

Assodate of Science [Computer Sciense), Tulsa Community College, Tulsa, OF, May 1986

Professional Training

- Arthur Anderson Rate Case Process - 1990

# Building Perfortnance tnstitute - Building Analyst Training - 2012

» LEED Green Associate Course - 2013

» Principles of Evalnation, Measuremnent and Verification 2019
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Cause No. PUD 201500273
Certificate of Service

CERTIFICATE OF ELECTRONIC SERVICE

This is to certlfy that on March 31, 2016, a true and correct copy of the above and
foregoing, was sent via electronic mail and/or United States Postal Service, postage fully prepald

thereon to the following interested parties:

Dara Derryberry

Eric Davis

Kimberly Camnley

Victoria Korrect

Office of Attorney General
313 NE 21" Strest
Oklahoma City, OK 73105
dara.derryberrvi@oag.ok.gov
eric.davis(@oag.ok.gov
kimberly.camley({@oag.ok.gov
victoria. korrect@oag.ok.gov

Thomas P. Schroedter, OBA #7988

Hall, Estill, Hardwick Gable, Golden & Nelson, P.C.

320 S. Boston, Suite 200
Tulsa, OK 74103

tshroedter@hallestill.com

Jack G. Clark, Jr. OBA #1703
CLARK, WOOD & PATTEN, P.C.
3545 N.W. 582 Street, Suite 400
Oklahoma City, Oklahoma 73112
cclarki@cswp-law.com

Rick D. Chamberlain OBA # 11255
Behrens, Taylor, Wheeler & Chamberlain
Six Northeast 63", Suite 400

Oklahoma City, OK 73105
rchamberlain@okenergylaw.com

Douglas Holsted

Co-Chair, VOICE Economic Justice
Action Team

P.O. Box 2432

(Oklahoma City, OK 73101
douglasi@coxholstedepa.com

Jon Laasch, OBA #11392
Jacobson & Laasch

212 East Second Street
Edmond, OK 73034
jonlaasch@yahoo.com

William (Bill) J. Bullard
Kimber Shoop

Patrick Shore

William Humes

OG&E

Post Office Box 321
Oklahoma City, OK 73101-0321
bullarwi@oge.com
shoopkli@oge.com
shorepd@oge.com
humeswl@oge.com

Jennifer H. Castillo, OBA #19504
Hall, Estill, Hardwick Gable,
Golden & Nelson, P.C.

100 N. Broadway, Suite 2900
Oklahoma City, OK 73102
jcastillo@hallestill.com

Deborah R. Thompson
OK Energy Firm, PLLC
PO Box 54632

Oklahoma City, OK 73154

dthompson@okenergyfirm.com

Melodie Garneau

President, VOICE Action Fund
P.O. Box 2432

Oklahoma City, OK 73101

vankeemel _60@hotmail.com

Cheryl A. Vaught, OBA 11184
Scot A, Conner. OBA 11627
Vaught & Conner, PLLC

1900 NW Expressway, Suite 1300
QOklahoma City, OK 73118
cvaughi@veoke.com

Marc Edwards OBA #10281

Jim Roth, OBA # 16535

Dominic D. Williams OBA #30773
PHILLIPS MURRAH, P.C.
Corporate Tower, Thirteenth Floor
101 N. Robinson

Oklahoma City, OK 73102

medwards@phillipsmurrah.com
jaroth@philiipsmurrah.com

ddwilliams@phillipsmurrah.com



Jacquelyn L. Dill, OBA #19935
Dill Law Firm, P.C.

3133 NW 63™ Street

Oklahoma City, Oklahoma 73116
idill@dillawfirm.com
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TISH COATS, R'egulat(k)ry Admin. Oversight Manager
BARBARA COLBERT, Administrative Assistant
SUSAN HARWELL, Asst. PUD Regulatory Analyst
LESIA POLLARD, Asst. Telecom PUD Regulatory
Analyst

KELI WEBRB, Administrative Assistant
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