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Q. Provide any reports or evidence filed with regulatory boards by Mr. 1 

Greneman of Stone and Webster over the past 10 years in the regulatory 2 

jurisdictions identified in his witness profile. (Cost of Service Evidence: 3 

Witness Profile) 4 

 5 

A. Evidence of Mr. Greneman filed with regulatory boards over the past ten 6 

years are identified in the table below and attached in response to this 7 

question. 8 

Jurisdiction 
 

On behalf of 
Case No.; 

Year 
 

Subject 
 

Status 
Iowa Midland 

Electric Co-op 
Docket No. 
FCU-99-3 
(C-99-76); 
1999 

Standby rates Attached 

Indiana Northern 
Indiana Public 
Service Co. 

Cause No. 
41746; 
2001 

Electric cost 
of service 

Attached 

Indiana Northern 
Indiana Public 
Service Co. 

Cause No. 
42150; 
2002 

Environmental 
tracker 

As-filed copy 
was not 
retained. 

Indiana Northern 
Indiana Public 
Service Co. 

Cause No. 
42151 & 
42658; 
2004 

Purchased 
power & 
transmission 
tracker 

Attached 

Louisiana  Southwest 
Louisiana 
Electric 
Membership 
Corporation 

Docket No. 
U-17355; 
2000 

Cost of 
service, 
realignment of 
rates, 
purchased 
power 
adjustment 
clause 

Attached 

Newfoundland Newfoundland 
& Labrador 
Hydro 

2003 GRA Cost of 
service, 
wholesale 
rate design. 

On PUB 
website 

Nova Scotia Halifax 
Regional 
Municipality 

NSUARB-
P-882; 
2005 

Street lighting 
rates 

Attached 
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associated meters, services, meter reading and billing . All

of these costs are fixed in nature, i .e ., they do not vary

with the amount of kilowatt-hours consumed . Regardless of its

level of sales, Midland must meet its financial ownership and

operating costs for these facilities . These obligations are

comprised of : operation and maintenance expense, depreciation

expense, property taxes, other taxes, interest expense and

margin .

In cost of service theory and as most widely practiced :

4

5

6

7

8

()

1 . Distribution facilities (substations and lines) are
designed to meet a peak demand level, and customer
classes that contribute to that peak (usually non-
coincident with the system peak) are allocated a
proportionate share of all such costs . In practice,
factors such as the class diversified demand, or customer
individual demands are used to allocate these costs
between classes .

2 . Customer costs (meters, services, meter reading and
billing) are simply incurred by virtue of the fact that
a customer is connected to the system .

Thus, the trigger for incurring internal demand costs is

l0
11
12
1)

14
15
16
17
18

21
22
23

contributing to a single class peak and for incurring internal

customer costs is being a customer . Once cost responsibility

is attributed to a class, it continues for the entire test-

year .

On a regular sales rate such as for single- or three-phase

service, the recovery of these costs are typically, partly

recovered through a service charge and partly through an

energy charge . Based on the historical usage patterns of such

24

25

26

27

28

0
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Northern Indiana Public Service Company
Cause No. 41746

Respondent's Exhibit RDG-1

2 DIRECT TESTIMONY OF ROBERT D. GRENEMAN

3

4 1. Q. Please state your name, occupation and business address .

5 A. My name is Robert D . Greneman. I am an Associate Director in the Markets,

6 Finance and Regulation group with the firm of Stone & Webster Consultants,

7 Inc., 1 PennPlaza,NewYork,N.Y. 10119 .

8 2. Q. Please describe your educational and professional background .

9 A. I graduated in 1970 from the City College of New York with a Bachelor of

10 Engineering degree in Electrical Engineering. I have also done graduate work at

11 CCNY. From 1973 through 1978 1 was employed by Alan J . Schultz,

12 Consulting Engineer (later Casazza, Schultz & Associates), a firm that

13 specialized in economic studies and rate work for electric, gas and water

14 utilities. As an associate engineer my responsibilities included performing cost

15 of service studies, rate design, load forecasting, depreciation studies, economic

16 feasibility studies, valuation studies, plant inspections and the review of power

17 contracts. In 1978 1 joined Stone & Webster, where, as a consultant I have

18 continued to assist utility companies in rate and regulatory matters . From 1983

19 to 1986 I was employed by the Brooklyn Union Gas Company in the Rate &

20 Regulatory Department where I was responsible for conducting the Company's

21 cost of service studies, rate design and the review of gas purchase contracts . In

22 1986 1 rejoined Stone & Webster as an executive consultant in the Rate and

23 Regulatory Services Department .

24 1 have prepared numerous cost of service and rate design studies for clients

25 including: Alpena Power Company (MI), Barbados Light & Power Company,

26 Ltd., Blackstone Valley Electric Company, Brockton Edison Company, Central

27 Illinois Light Company, Chesapeake Utilities Corporation, China Light & Power

28 Company, Ltd. (Hong Kong), Citizens Utilities Company, City of Westfield,

conhilsp
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Northern Indiana Public Service Company
Cause No. 41746

Respondent’s Exhibit RDG-1

2

MA, Colorado Electric Company, Commonwealth Edison Company,1

Consolidated Edison Company of New York, Dayton Power & Light Company,2

Delmarva Power & Light Company, Delta Natural Gas Company, Edison Sault3

Electric Company, El Paso Electric Company, Equitable Gas Company, Fall4

River Electric Light Company, Florida Public Utilities Company, Gas del5

Estado (Buenos Aires), Gaz Metropolitain, Inc. (Montreal), Green Mountain6

Power Company, Guyana Electricity Corporation, Holyoke Department of Gas7

& Electric (MA), ICG Utilities (Toronto), Jamaica Water Supply Company,8

Lake Superior District Power Company, Louisville Gas & Electric Company,9

Montana-Dakota Utilities Co., Midland Electric Power Cooperative (IA),10

Newport Electric Corporation, Roseville Electric (CA), Tampa Electric11

Company, South Jersey Gas Company, Southwest Louisiana Electric12

Membership Corporation, Southern Indiana Gas and Electric Company, Suffolk13

County Water Authority (NY), Valley Gas Company and Washington Natural14

Gas Company15

I have provided expert testimony before the Delaware Public Service16

Commission, the Commonwealth of Kentucky Public Service Commission, the17

Louisiana Public Service Commission, the Michigan Public Service18

Commission, the Indiana Utility Regulatory Commission, the Iowa Utilities19

Board and the Federal Energy Regulatory Commission.20

I am a licensed professional engineer in the states of New York and New Jersey.21

3. Q. What was your assignment in this proceeding?22

A. I was asked by the Company to prepare a fully-allocated cost of service study23

which serves the following functions:24

(1) Separates costs between the Company’s Indiana jurisdictional business25

and its non-jurisdictional, or wholesale business - these costs falling26

under the regulation of the Federal Energy Regulatory Commission; and27

(2) Develops the cost of service for each of the Indiana jurisdictional retail28

classes of service.29
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4. Q. Have you prepared exhibits which accompany your testimony in these areas?1

A. Yes, a schedule of the cost of service study results, which summarizes operating2

income, rate base and rates of return earned for the wholesale and retail3

segments of the business, as well as for each retail class of service, is attached to4

my direct testimony as Respondent’s Exhibit RDG-2.  These results will be5

discussed in more detail later on in my testimony.  The actual cost of service6

study that I have prepared is being submitted in the working papers.7

5. Q. What test-period was used in your study?8

A. The cost of service study was based on the audited financial results of the9

Company’s electric operations for the twelve months ended December 31, 199910

and included pro forma adjustments by NIPSCO witnesses Vajda and McKnight11

shown in Respondent’s Exhibit DJV-5 and BAM-2, respectively.  The study12

used fair value rate base developed by NIPSCO witness Reed and Kelly, shown13

in Respondent’s Exhibits JAR-1, JPK-1, respectively.14

6. Q. Please describe the general allocation procedures that you used in preparing15

your cost of service study?16

A. The cost of service study uses a three-step approach of functionalization,17

classification and allocation.18

1. Functionalization assigns all plant and expenses to the basic steps19

involved in the process of producing, transmitting, distributing and20

billing for electricity;21

2. Classification further assigns costs for each function as being demand-,22

energy- or customer related; and23

3. Allocation is the process of apportioning each functionalized and24

classified cost group to classes of service based on factors related to cost25

causation.26

The functionalization and classification steps were done together and are27

contained in the Functionalization section of the cost study.  The allocation step28



Northern Indiana Public Service Company
Cause No. 41746

Respondent’s Exhibit RDG-1

4

is contained in a separate section by that name.  The first page of the Allocation1

section summarizes rates of return by rate schedule or class of service.2

Functionalization3

7. Q. Please describe the first step, functionalization in greater detail.4

A. The first step, functionalization, is the definition of the major cost groupings that5

represent the basic steps in the production, transmission, distribution and billing6

of electricity.  The process involves assigning plant, reserve, operation and7

maintenance, depreciation and tax expense to the appropriate functions8

involved.9

The cost of service study is comprised of 31 functions.  The functions used were10

generally defined for any the following basic reasons:11

1. To track costs by predefined functions and sub-functions ;12

2. To separate costs within functional categories that are not allocated in13

the same way to customer classes.  For example Production was14

separated into demand and energy components to capture costs15

associated with generating plant versus fuel expense.  (This process is16

also known as Classification.); and17

3. To track costs such as meter reading and billing that are more properly18

associated with customer classes.19

The functionalization process begins with the Company’s Uniform System of20

Accounts, in which plant, depreciation reserve, operation & maintenance21

expenses and depreciation expense have generally been classified into22

production, transmission and distribution functions.23

Within the distribution function, the individual primary accounts from the24

Uniform System of Accounts were then assigned to their associated distribution25

functions and sub-functions in the cost of service study. These included26

categories such as, substations, lines, line transformers, services, meters and27

lighting.  Book depreciation reserve, which was known by primary account,28
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along with depreciation expense, were assigned to functions in a similar fashion1

to plant.2

General plant, which cannot be directly associated with particular functions, was3

functionalized on the basis of labor ratios.  These ratios were developed by4

functionalizing the labor in each primary O&M account (excluding A&G) in the5

same manner as the functional distribution of the corresponding O&M account.6

The use of labor for the allocation of general plant is a widely accepted industry7

practice.  It might be noted that this methodology allows plant costs associated8

with customer functions such as meter reading and billing to be captured, as9

there are not separate plant accounts for these activities.10

Administrative and general expenses were generally also functionalized on the11

basis of labor, except that property insurance was functionalized on plant, and12

outside services, general advertising, miscellaneous general expense and rents13

were functionalized on a weighting factor comprised of 50% plant and 50%14

labor.15

Taxes other than income taxes were broken down by type of tax.  Each type was16

functionalized according to its basis for cost causation.  For example, property17

taxes were functionalized on plant, employment-related taxes were18

functionalized on labor and gross income taxes were assigned to the function19

Revenue Taxes for allocation to classes in a later phase of the study.20

8. Q. What was the rationale for having five production functions?21

A. Fixed or capital-related costs were divided into three categories:22

1. Production Fixed (Steam and Hydro);23

2. Production Fixed (Combustion Turbines); and24

3. Production Variable.25

The Production Fixed (Combustion Turbine) function was created to track costs26

associated with combustion turbines, a portion of which is to be assigned to a27

particular wholesale customer in the allocation phase of the study.28
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The Production Variable function was created to track costs that are fixed in1

nature but are indirectly related to kWh produced or sold.  These include costs2

such as fuel stock and a portion of labor and materials for boiler maintenance of3

the Company’s steam units.4

The Production Fixed (Steam and Hydro) function represents the fixed capital5

and operating costs of hydro and the portion of steam facilities that were not6

assigned to the Production Variable function.7

The remaining two functions, Purchased Power Demand and Fuel and8

Purchased Power Energy functions are self-explanatory.9

9. Q. How were distribution lines functionalized between primary and secondary?10

A. An estimate of poles carrying primary versus secondary voltage was made based11

on a database query to show the quantity of poles by height for poles carrying12

primary only, secondary only, and primary or secondary with various13

combinations of street lighting fixtures, line transformers and services.  As a14

result of this query it was estimated that 57% of the cost of poles in Account 36415

was serving primary and 43% was serving secondary.16

Distribution overhead conductors were functionalized between primary and17

secondary voltages by reviewing a summary of the Company’s wire types and18

costs and applying judgement as to whether particular conductor types served a19

primary or secondary voltage.  Based on this review it was estimated that20

approximately 89% of conductors carried primary and 11% carried secondary.21

Classification22

10. Q. Please describe the process of classification.23

A. The second step in the costing process is classification.  In this step, each24

functionalized cost group is separated into demand-, energy- and customer-25

related components based on the predominant factor for cost causation.26
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Some costs are related to the quantity of energy produced or sold.  These are1

known as energy-related costs.  The cost of fuel and the energy component of2

purchased power are examples of energy-related costs.3

Demand- or capacity-related costs are those associated with maximum rates of4

use of energy, or demand.  Most capital costs are demand-related because the5

investment in facilities is related to the size of the facility and facilities are sized6

to provide service under peak demand conditions.  Generating facilities,7

transmission and a portion of distribution lines and line transformers are8

examples of demand-related costs.  However, the peak demand condition each9

component is designed to meet may be different for each type of facility.10

Customer-related costs are those that are associated with serving customers11

regardless of either the amount of energy used or the maximum demand.  For12

example, every customer has a meter and a service and the costs associated with13

metering and billing are not related to consumption.  These costs are commonly14

considered to be allocable on factors that are related to the number of customers.15

Functionalization and classification are commonly done in the same step. For example,16

in functionalizing O&M expenses, operating expenses associated with generating17

facilities may be functionalized and classified to Production Demand, whereas the fuel18

account will be functionalized and classified to Production Energy.  General plant and19

administrative & general expenses were also functionalized and classified at the same20

time.21

Revenue-related costs such as uncollectible accounts and gross income taxes22

were assigned to their own respective functions.  These costs may be23

functionalized at a later stage based on the sub-total of the functionalized and24

classified cost of service for each customer class.25

11. Q. How did you classify distribution system costs in the cost of service study?26

A. Primary lines, line transformers and secondary lines were classified between27

customer- and demand-related components based on the use of a minimum28

system. The rationale in support of this concept is that there is a theoretical29
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system of minimum-diameter conductors supported by minimum height poles1

that connects each customer to the backbone transmission system and power2

supply, standing by and ready provide a minimal level of service.  This skeleton3

system which is a function of the expanse of the service territory and4

concentration of customers is allocable based on the number of customers in5

each class, rather than the maximum demand imposed during the peak hour,6

while the balance of costs are incurred to meet peak demand.  Conceptualized7

another way, whereas pole height and conductor diameter are related to meeting8

peak demand levels, the number of poles and conductor length are related to9

physically connecting customers.10

A minimum system estimate by the Company found that primary and secondary11

pole investments were split 60% customer and 40% demand, and that its12

distribution wire investment was split 50% customer and 50% demand.  In my13

cost of service study, I have moderated these findings to 50% customer and 50%14

demand for both poles and wire.15

The customer component of line transformers was developed based on the ratio16

of a minimum capacity value of 1.5 kVA per customer divided by an average17

installed capacity of 11.75 kVA per customer, or 12.77%.18

Allocation19

12. Q. Please go on to describe the third step in the costing process.20

A. The third step, allocation of costs, is the process of cost assignment whereby21

each class of service receives a proportionate cost responsibility for each of the22

functionalized and classified cost groups.  This is accomplished by means of23

allocation factors, which are based on the ratio of the amount of demand, energy24

sold, or number of customers for each class of service to the company total.25

13. Q. What classes of services were included in your study?26

A. The retail classes of service were generally defined by each of the individual27

rates in the Company’s tariff under which customers took service in the test-28
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year.  The wholesale portion of the business was separated into six classes.1

They are:2

1. Full requirements sales to Cities and Towns – 1 customer;3

2. Firm wheeling to Cities and Towns – seven customers;4

3. Firm wheeling to Wabash Valley Power Authority (WVPA);5

4. Firm wheeling to the Indiana Municipal Power Agency (IMPA);6

5. Non-firm sales – comprised of economy sales, and 90 MW of peaking7

unit reservation to WVPA8

6. Non-firm wheeling – non- firm wheeling, plus operating and spinning9

reserve requirements and miscellaneous revenues.10

To allocate demand-related costs, factors were developed for each type of11

facility based on a measure of the maximum load imposed on the facility,12

recognizing: (1) customer load served at each voltage level; (2) an increasing13

level of diversity associated with upstream facilities; and (3) losses.14

The demands used in the cost study were based on control area peaks and15

company load research data for calendar year 2000.  2000 was used due to16

abnormal weather conditions in 1999 in which the Company experienced a17

summer with approximately 38% more cooling degree-days than normal.  200018

was judged to be more representative of normal weather than 1999.19

14. Q. What was the treatment accorded generation and transmission?20

A. Plant and expenses functionalized to the generation and transmission functions21

were allocated on the basis of the contribution of each class of service to the22

four-month (June through September) average control area peak.23

15. Q. Why did you use this approach?24

A. I have utilized four tests suggested by the Federal Energy Regulatory25

Commission (FERC) as a basis for selecting an appropriate demand allocator.26

These tests are as follows:27
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1. To compare the average of the system peaks during the purported peak1

months as a percentage of the annual peak, to the average of the system2

peaks during the off-peak months, as a percentage of the annual peak;3

2. To examine the ratio of the lowest monthly peak to the annual system4

peak;5

3. To review the extent to which peak demands in non-peak months exceed6

peak demands during the peak months; and7

4. To review the average of the twelve monthly system peaks as a8

percentage of the system peak.9

16. Q. What did the results of these tests show?10

A. Using data for calendar year 2000, test 1 shows that the average of the system11

peaks for the eight off-peak months was 82.6 percent of the average of the peaks12

for the months June through September.  Test 2 shows that the lowest monthly13

peak was 71.8 percent of the highest monthly peak.  Test 3 shows that there14

were no non-peak months in which the peak exceeded the peak demand in any15

peak month.  Finally, the average of the 12 monthly system peaks was 83.916

percent of the annual system peak.  The results of these tests support the use of a17

4 coincident peak methodology as being a reasonable measure for the allocation18

of production and transmission costs in the cost of service study.19

17. Q. Did you also use a four-month average methodology to allocate costs to the non-20

jurisdictional classes?21

A. Yes, generation and transmission costs were allocated to the firm sales and22

wheeling customers on a consistent basis, using the same four-month average23

methodology.24

18. Q. How were generation and transmission costs assigned to the non-firm sales class25

shown in your study?26
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A. The Non-Firm Sales class is comprised of two components.  They are: (1) non-1

firm sales to other utilities; and (2) 90 MW of peaking unit reservation to2

Wabash Valley Power Authority (WVPA).3

The non-firm sales to other utilities were considered to be opportunity sales,4

having only out-of-pocket expenses associated with such sales.  These out-of-5

pocket expenses primarily consisted of fuel and purchased power.  Based on an6

analysis by the Company of the resources involved in making these non-firm7

sales, $64,705,862 of cost was assigned to this class.  This corresponds with a8

revenue figure of approximately $67,660,000.9

Fixed capacity costs associated with combustion turbines were directly assigned10

to WVPA based on the relationship of its call on 90 MW to a total of 203 MW11

of available gas turbine capacity.  The balance of fixed costs associated with12

combustion turbines was allocated to all remaining sales customers using the13

four-month average methodology.14

18. Q. How did you treat non-firm wheeling?15

A. Non-Firm Wheeling is actually comprised of four components.  As a percent of16

revenues for this class they are: (1) wheeling and transmission reservation fees17

(94.9%); (2) operating reserves capacity (3.9%); (3) spinning reserve18

requirements (0.43%); and (4) miscellaneous services revenues (0.74%).19

Transmission costs were allocated to non-firm wheeling in a similar fashion as20

firm transmission customers, i.e., based on their average contribution to the21

control area peak during the months of June through September.22

Operating reserves capacity refers to the Company’s need to make up the23

difference between scheduled and actual transmission deliveries, or imbalances,24

for two wheeling customers, Wabash Valley and IMPA.  The procedure used to25

assign costs to this function was to allocate generation based on an average 2.5%26

imbalance level of the average hourly demand of these customers.27
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Spinning reserve requirements refers to the Company’s mandate to have a1

5.91% spinning reserve requirement on its energy purchases from a small2

generation facility owned by Waste Management.  The procedure used to assign3

costs to this function was to allocate generation based on the spinning reserve4

requirement applied to average hourly load during 1999.5

Miscellaneous services revenues refers to billing of services by the Company’s6

Environmental Department to other subsidiary companies.  In assigning costs, it7

was assumed that these services were billed to the subsidiaries at actual cost.8

Therefore, in the cost study, an assignment was made from A&G Salaries9

(Account 920) to non-jurisdictional equal to the revenues received.10

19. Q. How were distribution system costs assigned to classes?11

A. The Company’s distribution system was sub-functionalized into 11 categories as12

follows:13

1. Distribution Substations - General;14

2. Distribution Substations – Railroad;15

3. Distribution Substations – Interdepartmental;16

4. Distribution Substations – Wholesale;17

5. Distribution Lines – Primary-Demand;18

6. Distribution Lines – Primary-Customer;19

7. Distribution Lines – Wholesale;20

8. Distribution Lines – Secondary-Demand;21

9. Distribution Lines – Secondary-Customer;22

10. Line Transformers – Demand; and23

11. Line Transformers – Customer.24

Distribution Substations-General, Distribution Lines-Primary and Line25

Transformers-Demand were allocated based on the maximum annual class26



Northern Indiana Public Service Company
Cause No. 41746

Respondent’s Exhibit RDG-1

13

demand, i.e., the maximum diversified demand of all customers within a class1

without regard to the time of occurrence.2

Distribution Lines Secondary-Demand was allocated based on the maximum3

class undiversified demand, i.e., the arithmetic sum of the maximum annual4

demand of each customer within the class, assuming all customers were demand5

metered.6

In all, three types of demand factors were used in the study:7

1. Class demand coincident with the control area peak;8

2. Maximum class demand without regard to the control area peak; and9

3. Sum of maximum customer demands within a class10

Each successive demand type, above, reflects a decreasing level of diversity of11

load and was applied in the study to successively lower voltage level facilities.12

This was done because as voltage level decreases, facilities are sized to serve13

loads that are progressively more local in nature, and therefore less diversified.14

The demands used were adjusted for losses from the customer’s meter to reflect15

the load at the specific facility being allocated.  The demand factors also reflect16

the load of customers that actually take serve at that particular voltage level.17

Voltage level of service data by customer class was developed with the18

assistance of a Customer Information System (CIS) download performed by the19

Company, which summarized kWh sold by voltage level of service by customer20

class for the test-year.21

The class demands used were based on load research conducted and compiled22

by the Company for the calendar year 2000.23

The customer components of primary lines, line transformers and secondary24

lines were allocated to classes based on the number of customers served at each25

voltage level.26
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The functions Distribution Substations-Railroad and –Interdepartmental were1

used to directly assign the substations that serve the railroad customer on Rate2

844 and other Company facilities, including its LNG plant.3

The functions Distribution Substations-Wholesale and Distribution Lines-4

Wholesale were used to directly assign costs to the wholesale classes.5

20. Q. How were distribution costs to assign to wholesale?6

A. Direct assignments of distribution substations and lines were made to the7

following wholesale classes:8

1. Cities and Towns - Full Requirements, comprised of the Town of Argos;9

2. Cities and Towns – Wheeling; comprised of seven customers including:10

Bremen, Brookston, Chalmers, Etna Green, Kingsford, Walkerton and11

Winamac;12

3. Wabash Valley Power Authority (WVPA); and13

4. Indiana Municipal Power Agency (IMPA).14

The Company serves the cities and towns and Wabash Valley at numerous15

delivery points along its distribution system.  To best determine the distribution16

facilities that serve these customers detailed reviews were made of all17

distribution substations and lines that are involved in serving wholesale load.18

The first review involved an analysis of all distribution substations that serve19

firm wholesale sales and wheeling customers.  For each substation, the portion20

assignable to wholesale customers was determined by multiplying the substation21

cost by the ratio of the annual maximum load of the wholesale customers served22

from the substation to the maximum annual load on that substation.23

The second review involved an analysis of all distribution lines that served24

wholesale and wheeling customers. For each distribution line that served a25

wholesale delivery point, costs were assigned to wholesale by multiplying the26

average cost per mile of distribution lines by: (1) the miles of line needed to27
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reach a particular wholesale delivery point; and (2) the ratio of the wholesale1

max load at the delivery point to the max load of the line.2

Using this procedure, costs directly assignable to wholesale were split between3

the appropriate FERC accounts and assigned to the particular wholesale classes4

involved.5

Since IMPA is a transmission wheeling customer, the only distribution costs6

assigned were those related to metering and facilities needed to interconnect7

with the customer-owned substations.8

21. Q. How were interruptible customers treated in the cost study?9

A. The coincident demands of interruptible customers on Rates 825, 836 and 84710

were weighted 50 percent to recognize the interruptible nature of their service.11

22. Q. How were energy-related costs allocated in the cost study?12

A. Fuel and the energy component of purchased power expense were allocated13

based on pro forma kWh sales adjusted for losses to the generation bus bar.14

23. Q. How were customer-related costs allocated?15

A. Meters, services, meter reading, billing & collecting, customer service &16

informational expense and sales expenses were generally allocated to customer17

classes based on weighting factors for each class times the number of customers18

in the class.  The weighting factor for each class was expressed in terms of the19

cost for that class divided by the cost for residential.20

Weighting factors used for meters (Account 370) were based on a Company21

analysis of the average installed cost of a meter installation by customer class.22

Weighing factors for services (Account 369) were developed based on a 50%23

weighting of number of customers by class and a 50% weighting of the square-24

root of the average use per customer times the number of customers in the class.25

Meter reading, billing & collecting, customer service & informational expenses26

and sales expenses were developed based on discussions with the Company as to27
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the costs involved.  Costs associated with hand-billing larger customers were1

estimated and directly assigned.2

24. Q. How were income taxes assigned to classes?3

A. State and Federal income taxes were actually computed for each class by4

applying the applicable tax rates to the class taxable income amount.  The class5

taxable income was computed based on revenues less operating expenses and6

interest expense and other adjustments for tax purposes.7

25. Q. What are the results of the allocation phase of the study?8

A. The result s of the allocation phase of the cost of service study are summarized9

on Respondent’s Exhibit RDG-2.  They are presented in the form of an income10

statement that computes the return earned on fair value rate base for each of the11

classes that comprise the Company’s wholesale and Indiana jurisdictional12

segments of the business.  These results show that the Indiana jurisdictional fair13

value rate base is $4,806,515,482 and net operating income is $210,218,034.14

These amounts are also reflected on BAM-3 and BAM-5, with minor rounding15

differences.16

For the Company’s retail business, rates of return are shown for each service17

classification under which customers took service during the test-year.  These18

rates of return are a measure of the adequacy of the rates that were in effect19

during the test-year.  The results show rates of return that are relatively flat20

across all classes.21

26. Q. Does this complete your direct testimony in this proceeding?22

A. Yes.23
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EVIDENCE OF ROBERT D. GRENEMAN 
 
 
Q1.  What is your name, affiliation and business address. 

A1. My name is Robert D. Greneman.  I am an Associate Director with the 

firm of Stone & Webster Management Consultants, Inc.  My business 

address is 1 Penn Plaza, New York, NY 10119 

 

Q2. Please provide your educational background and a profile of your 

experience. 

A2. I graduated from the City College of New York in 1970 with a Bachelor of 

electrical Engineering.  I have also done graduate work at City College 

From 1973 through 1978 I was employed by Alan J. Schultz, Consulting 

Engineer (later Casazza, Schultz & Associates), a firm that specialized in 

economic studies and rate work for electric, gas and water utilities. In 

1978 I joined Stone & Webster, where, as a consultant I assisted utility 

companies in rate and regulatory matters. From 1983 to 1986 I was 

employed by the Brooklyn Union Gas Company in the Rate and 

Regulatory Department where I was responsible for conducting the 

Company's cost of service studies, rate design and the review of gas 

purchase contracts. In 1986 I rejoined Stone & Webster as an executive 

consultant in the Rate and Regulatory Services Department. 
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I have prepared cost of service and rate design studies for clients 

including: 

 

Canada: 

Centra Gas British Columbia, Centra Gas Manitoba, Inc., Gaz 

Metropolitan, Inc. (Montreal), ICG Utilities (Toronto), Newfoundland and 

Labrador Hydro, and Winnipeg Hydro 

 

U.S. and Other: 

Alpena Power Company (MI), Barbados Light & Power Company, Ltd., 

Blackstone Valley Electric Company, Brockton Edison Company, Central 

Illinois Light Company, Chesapeake Utilities Corporation, China Light & 

Power Company, Ltd. (Hong Kong), Citizens Utilities Company, City of 

Westfield, MA, Colorado Electric Company, Commonwealth Edison 

Company, Consolidated Edison Company of New York, Dayton Power & 

Light Company, Delmarva Power & Light Company, Delta Natural Gas 

Company, Edison Sault Electric Company, El Paso Electric Company, 

Energy Services of Pensacola, Equitable Gas Company, Fall River Electric 

Light Company, Florida Public Utilities Company, Gas del Estado 

(Buenos Aires), Green Mountain Power Company, Guyana Electricity 

Corporation, Holyoke Department of Gas & Electric (MA), Jamaica Water 

Supply Company, Lake Superior District Power Company, Louisville Gas 

& Electric Company, Northern Indiana Public Service Company, 

Montana-Dakota Utilities Co., Midland Electric Power Cooperative (IA), 

Newport Electric Corporation, Roseville Electric (CA), Tampa Electric 

Company, South Jersey Gas Company, Southwest Louisiana Electric 

Membership Corporation, Southern Indiana Gas and Electric Company, 

Suffolk County Water Authority (NY), Valley Gas Company (RI), and 

Washington Natural Gas Company. 
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I have provided expert testimony before the Delaware Public Service 

Commission, the Commonwealth of Kentucky Public Service 

Commission, the Louisiana Public Service Commission, the Michigan 

Public Service Commission, the Indiana Utility Regulatory Commission, 

the Iowa Utilities Board, the Public Utilities Board of Newfoundland and 

Labrador and the Federal Energy Regulatory Commission.  

 

I am also a licensed professional engineer in the states of New York and 

New Jersey. 

 

Q3.  What evidence are you presenting in this proceeding? 

A3. I am presenting evidence on behalf of the Halifax Regional Municipality 

(HRM).  Stone & Webster Consultants has been retained by HRM to 

review NSPI’s cost of service study (Appendix G) as it pertains to 

Unmetered service.   

 

Q4. What concerns do you have regarding allocation of costs to the Unmetered 

service class? 

 A4. My principal concern is with regard to the weighting factor that NSPI uses 

to allocate certain customer-related costs to the Unmetered service class.    

 

Q5. Please go on.  

A5. The basic factors that are used to allocate customer-related costs are 

developed in Exhibit 8A (Appendix G, page 38 of 45).   In developing 

factor C-3 (lines 17 through 20), NSPI assigns a weighting factor to the 

number of customers in each customer class relative to a residential with a 

weighting of 1.0.   The practice of using weighted customers is a 

commonly-used technique in cost of service studies to allocate certain 

customer-related costs.  Although it is most generally used to allocate 

costs such as meters and services, NSPI has used weighted customers to 
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allocate billing and customer service-related expenses.  My concern is 

with the weighting of 5.0 that NSPI has assigned to Unmetered service. 

 

Q6. What costs are allocated on factor C-3? 

A6. Those customer costs that were allocated on factor C-3 include: 

 

• Billing Services ($4.999 M)1; 

• Call Network ($9.520 M)2; 

• Customer Service Head Office expenses ($5.596 M)3; and 

• Customer Service Field Expenses ($2.155 M)4. 

 

 According to NSPI, the principal activities that comprise the first three of 

these functions are enumerated below: 

 

Billing Services includes all operational activities associated with issuing 

bills to customers, including maintaining the CIS database, collection of 

billing determinants, bill preparation, quality control, investigation of 

abnormal bills and bill adjustments where necessary5. 

 

Call Network The billing inquiries portion of the call network includes 

balance and due date inquiries; updates to customer files and account 

information (e.g., name changes or mailing address changes); requests for 

account history; understanding budget billing, electronic billing and direct 

deposit payment options; understanding rates; and inquiries or ways to 

reduce consumption and save money on their bill6. 

 

                                                 
1 Line 11 of Exhibit 6, page 3 of 3 (Appendix G, page 32 of 45). 
2 Line 13 of Exhibit 6, page 3 of 3 (Appendix G, page 32 of 45). 
3 Line 15 of Exhibit 6, page 3 of 3 (Appendix G, page 32 of 45). 
4 Column (3) of Exhibit 6B (Appendix G, page 34 of 45). 
5 NSPI response to HRM IR-4(a) in NSUARB-P-881. 
6 NSPI response to HRM IR-2. 
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Customer Service Head Office includes development of programs to meet 

customer service levels, maintaining the external web site, maintaining the 

customer privacy office, support of the Dispute Resolution Officer and 

handling escalated customer disputes, processing of payments received 

from customers and the costs of processing customer payments from 

external remote payment centers such as financial institutions7.   

 

Q7. Has NSPI adequately supported its assignment of a weighting factor of 5.0 

for Unmetered service in its development of factor C-3? 

A7. NSPI’s principal support for the weighting factor of 5.0 for the Unmetered 

class is that the class is commercial in nature8.  This factor was developed 

by an outside consultant in 1975 and NSPI has since never performed any 

studies to validate it9.  In this regard, I note that the Small Commercial 

class is also commercial in nature, but NSPI assigned a weighting factor of 

1.0 to that class. 

 

Q8. Why do you believe that the use of this weighting factor is inappropriate 

for the Unmetered class? 

A8. There are a couple of aspects to my concern.  One pertains to the manner 

in which “customers” are represented in factor C-3.  That is, for customer 

classes other than Unmetered, NSPI uses the number of customers.  

However, for Unmetered, NSPI uses the number of “accounts”10.  There is 

an important distinction. 

 

Customers are discrete entities in the sense that they have individual 

consumption patterns and each causes the utility to perform specific 

activities such as initiation of service activities including securing service 

deposits, performing credit checks as well as ongoing activities such as 

                                                 
7 NSPI response to HRM IR-4(b) in NSUARB-P-881. 
8 NSPI responses to HRM IR-2(a) and HRM IR-2 in NSUARB-P-881. 
9 NSPI response to HRM IR-19(d). 
10 NSPI response to HRM IR-23(a)(iii). 
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determination of billing determinants and handling billing and service 

complaints and inquiries.  In cost of service there is a recognized 

relationship between the number of customers and cost causation.  A 

weighting factor is often used to further differentiate the level of these 

activities among classes.  The weighting factor for each class needs to 

reflect cost causation for that class relative to other classes. 

 

However, the term customer for the Unmetered class does not have the 

same cost causation relationship as it does for the other customer classes.  

NSPI has no specific attributes that it applies to define a customer within 

the Unmetered class.  In addition, NSPI has indicated that no more 

specific relationships exist in terms of cost causation between the manner 

in which it defines an unmetered lighting customer such as HRM, as 

opposed to, e.g., grouping every 15 lights in a row as a customer, or 

grouping lights by geographical location11.   

 

Accounts, as they pertain to the Unmetered class are equally nebulous 

with respect to any relationship to cost causation.  Each customer may 

have several accounts12.  NSPI suggests that accounts may be started for a 

number of different reasons13, including: 

 

• Connection requests from a variety of different people who may not 

represent themselves as acting on behalf of the same customer or 

they may use a slightly different name or abbreviation for the name. 

 

• Amalgamations may take place which merge entities which were 

previously individual customers; and 

 

                                                 
11 NSPI response to HRM IR-4(c). 
12 NSPI response to HRM IR-23(b). 
13 NSPI response to HRM IR-22(b). 
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• Entities that previously existed as one customer may sell a location 

and require a new customer identifier which may not be immediately 

apparent. 

 

In addition, NSPI has confirmed that many accounts have only a few 

fixtures associated with them14. 

 

In developing its factor C-3, NSPI has used accounts for the Unmetered 

class as a surrogate for customers.  However, as just discussed, accounts 

do not conceptually equate with customers as there is no intrinsic 

relationship to cost causation as there is for customers in the other classes. 

 

NSPI has gone one step further by weighting Unmetered accounts using a 

weighting of 5.0.  However, 5.0 times a measure which is unrelated to cost 

causation is itself unrelated to cost causation. 

 

Q9. Are you suggesting that the use of accounts as a surrogate for customers in 

factor C-3 is conceptually flawed, but the weighting factor of 5.0 is 

appropriate for the Unmetered class? 

A9. No.  It is my contention that lighting fixtures that sit on top of poles month 

after month and year after year, and have virtually the same ongoing 

billing determinants,  simply do not require the same level of customer 

service as, e.g., residential customers.  A weighting factor of 1.0 or less is 

more appropriate as factor C-3.  Except for Customer Service Field 

Expenses, which may require occasional field visits, the expenses in factor 

C-3 basically reflect costs associated with a general office accounting 

function.  It should be kept in mind that the overwhelming majority of 

field expenses associated with inspection and maintenance of fixtures, are 

allocated separately in the distribution function.  It would therefore be 

                                                 
14 NSPI response to HRM IR-17. 
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inappropriate to rationalize the weighting for this factor based on the 

physical dispersion of lighting fixtures within NSPI’s service territory.  

 

 I have reviewed numerous responses by NSPI to HRM Information 

Requests regarding support for a 5.0 weighting to Unmetered service in 

factor C-3.  Many responses have been elusive and others were referred to 

previous responses.  It is my view that NSPI has not adequately provided 

support for a weighting factor greater than 1.0 based on factors related to 

cost causation. 

 

• NSPI indicates that in its judgment, customer service related activity 

levels associated with multiple unmetered fixtures on the same bill is 

greater than that for individual residential customers15.   However, 

NSPI did not provide any details or examples. 

 

•  In response to an HRM request to explain the rationale for assigning 

a weighting factor of 1.0 in factor C-3 to Small Commercial in light 

of the fact that NSPI has argued that classes that are commercial in 

nature should be assigned a weighting factor of 1.0, NSPI has 

responded that the Small General class is similar to residential in the 

context being discussed.  The power and energy component of 

unmetered rates are set using the Miscellaneous Small Loads tariff 

which are derived from the General Tariff16.  I do not see any 

relevance of this response to the weightings used in factor C-3, 

which deals with customer-related expenses. 

 

• HRM asked, with respect to NSPI’s position that a single unmetered 

customer may be billed for several types of lighting fixtures on the 

same bill, which takes more time relative to residential.  To what 

                                                 
15 NSPI response to HRM IR-18(a). 
16 NSPI response to HRM IR-18(b)(ii). 
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extent is it true that this is a virtually non-recurring activity?  Why 

does NSPI claim that this takes five times more effort than setting up 

a residential customer for which a myriad of data needs to be 

obtained as well as a credit check and for which there is a regular 

pattern of move-ins and move-outs?17  

 

NSPI responded that this statement would be true if this function is 

looked at in isolation specific to only one customer.  However, 

within the Unmetered class, continuous changes are made to 

customer accounts for new installations, removals and replacements 

which incur ongoing operating costs to administer these types of 

inquires and billing adjustments.   

  

My observation is that, as posed in the question, this is true for 

residential customers as well, as those customers have a regular 

pattern of move-ins and move outs as well as shut-off of service for 

non-payment.  It should be kept in mind that even if NSPI can 

demonstrate additional cost for keeping track of lighting fixtures, it 

does not summarily affect the other activities that are included in 

factor C-3. 

 

• HRM asked how many bill inquiries were received in total during 

2004?  How many of the total bill inquiries during 2004 pertained to 

unmetered lighting customers?  Please provide a chart showing the 

breakdown of total bill inquiries by type of customer account.18 

 

NSPI responded that the 110,000 billing inquiries referenced involve 

a variety of customer interactions pertaining to their bill including: 

balance and due date inquiries; updates to customer files and account 

                                                 
17 HRM IR-2(a) 
18 HRM-IR-2(d). 
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information (e.g., name changes or mailing address changes); 

requests for account history; understanding budget billing, electronic 

billing and direct deposit payment options; understanding rates; and 

ways to reduce consumption and save money on their bill. 

 

However, when HRM asked in a follow-up question to confirm that 

these activities as they pertain to the Unmetered class are virtually 

nil, NSPI responded that the level of detail required does not exist. 

 

In actual practice, except in respect of burnt out or damaged lights, HRM 

has minimal interaction with NSPI.  In fact, HRM and the Nova Scotia 

Department of Public Works and Transportation (PWT) do a great deal of 

work internally with respect to street lighting accounts and required 

maintenance and forward the results to NSPI.  This lightens the load of 

NSPI significantly.  Examples are provided below. 

 

• PWT indicated that the province rarely deletes lighting.  Lighting 

additions are typically done by tendered paving contractors, who 

install underground power, poles and fixtures which are then turned 

over for NSPI ownership and maintenance. 

 

• Some corporate customers are creating front end customer service 

efficiencies for NSPI.  PWT typically gives NSPI a list of lights that 

need to be fixed once per month via direct contact with NSPI field 

planners.  The call centre is never used. 

 

• HRM indicates that since October 2002 they have been using a new 

software program to generate work orders for new street light 

installations and sending this information to NSPI via email and 

letter. 
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• HRM indicates that street and traffic lights in the Unmetered rate 

have not generated any other occasions to contact NSPI regarding 

billing issues.  Billing concerns are related to buildings with new 

accounts and outstanding accounts that HRM is unaware of, which 

occasions contact approximately three times per month. 

 

My overall observation is that NSPI has not provided adequate support for 

its assignment of a weighting of 5.0 to the Unmetered class based on 

factors related to cost causation.  This weighting is too high from a 

bottom-up viewpoint as well as a top-down viewpoint.  For example, NSPI 

assigns a weighting factor of 5.0 to 8,950 accounts, resulting in 44,750 

weighted accounts.  This translates to Unmetered being responsible for 

7.77 percent19 of approximately $22.270 M of billing, customer service 

and call center expenses that are dependent on factor C-3, of which $1.730 

million per year is allocated to Unmetered service.  It is difficult to 

rationalize such a great expense for billing, customer service and call 

center for Unmetered, especially in light of the fact that this excludes all 

rate base related costs for these functions. 

 

The 5.0 weighting factor was recommended by a consultant approximately 

30 years ago and NSPI has not validated it since.  I recommend that the 

5.0 weighting be revised to a 1.0 weighting based on the lack of adequate 

cost-related support.    Table 1, below, shows the effect on the Unmetered 

class as the result of my recommendation. 

 

 

 

 

 

 
                                                 
19 Exhibit 8A, column (10), line (20) (Appendix G, page 38 of 45). 



ROBERT D. GRENEMAN 
Page 12 

 
 

  

 

Table 1:  Factor C-3.  Unmetered Weighting of 1.0 versus 5.0 

 
 

 

Q10. Do you have any other observations or recommendations regarding the 

development of factor C-3? 

A10. Yes.  As I have referred to earlier, the weighting factor format is 

commonly used to allocate certain customer-related costs such as meters 

and services.  In such applications, and as NSPI has used factor C-3 to 

apply to billing and customer service-related expenses, rounded 

weightings are often used, e.g., Residential: 1.0; General: 5.0; Medium 

Industrial: 25.0; Large Industrial: 100.0.  Such an assignment of 

weightings for each class typically involves a process in which high and 

low weightings are assigned to certain classes and thumbnail judgment is 

used to fit in weightings for the remaining classes.  These thumbnail 

weightings for the larger customer classes are generally not challenged 

since customer costs are typically very low in comparison to their total 

cost of service. 

 

Billing 
Services Call Network 

Customer 
Service H.O. 

Expenses 

Customer 
Service Field 

Expenses  Total 

 C-3 Allocated Expenses 4,999,000$  9,520,000$  5,596,000$  2,155,000$  22,270,000$   

 Unmetered Wtg Factor of 5.0 
   Percent 7.773% 7.773% 7.773% 7.773% 
   Amount 388,572$  739,990$  434,977$  167,508$   1,731,047$   

 Unmetered Wtg Factor of 1.0 
   Percent 1.658% 1.658% 1.658% 1.658% 
   Amount 82,864$  157,805$  92,760$  35,722 $   369,151$  

Difference (305,708)$  (582,185)$  (342,217)$  (131,787)$   (1,361,896)$   

Expenses Allocated on Factor C-3
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Cost of service, however, can be generalized or very specific when it 

needs to be.  Additional specificity is appropriate when significant dollars 

are at stake for a class or when customers challenge the allocation as being 

unreasonably high in light of the activities involved.  Such is the case for 

Unmetered service.  Nearly ten percent20 of the cost of service for this 

class is customer-related – the greater portion of which is dependent on 

factor C-3. 

 

It is too simplistic to group, and virtually impossible to support, the 

myriad of activities that are included in customer service, billing services 

and call network under this single weighted factor, especially for a utility 

the size of NSPI.  I recommend that NSPI either expand its cost of service 

study to provide greater allocation flexibility in being able to address the 

individual activities or to perform a subsidiary analysis that addresses 

principal activities individually and roll the results for the Unmetered class 

into a revised weighting.   

 

Q11. How have you allocated billing and customer service-related expenses in 

the cost of service studies that you have performed? 

A11. Prior to developing allocation factors for billing and customer-related 

expenses, I interview utility personnel responsible for each activity.  I then 

quantify and directly assign those costs that are unique to certain customer 

classes, such as, manual billing for certain industrial customers, and 

administrative costs associated with gas transportation customers.  The 

balance of billing and customer-service-related expenses are allocated on 

number of customers, including street lighting.  A weighting factor of 1.0 

is implied. 

 

 

                                                 
20 Exhibit 10 (Appendix G, page 44 of 45): [column (4), line (9)] / [column(5) line 9] = 9.7 percent. 
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I am also familiar with the methodology employed by Newfoundland and 

Labrador Hydro.  Their study, which was done in-house, also allocates 

billing and customer service-related expenses on the unweighted number 

of customers, including street lighting.  (Weighting factors were used for 

meters and services.) 

 

In addition, I have examined the cost of service study for Manitoba Hydro.  

In the Manitoba study numerous customer-related factors are developed; 

however, the exact formulation of a number of the factors is uncertain as 

they are simply portrayed as values.  Nonetheless, I compared the 

magnitudes of the factors for Area and Roadway Lighting with Residential 

for the allocation of both Customer Service-General and Customer 

Accounting factors, and observe that in each case the proportion 

applicable to lighting is significantly less than residential than if the 

allocation were done on a strictly customer basis.  In one case Roadway 

Lighting was explicitly weighted one-tenth.  

 

Q12. Do you have any other concerns with respect to allocation of customer-

related costs? 

A12. Yes.  In response to HRM-13 in NSUARB-P-881, NSPI removed the 

allocation of direct meter reading expenses and equipment to the 

Unmetered class.   However, there are still costs associated with the meter 

reading function that are allocated to Unmetered21.  These are the indirect 

capital costs including vehicles and general plant such as buildings, 

computers, and the like, which attract depreciation, interest, return and 

taxes.  If NSPI had prepared a fully unbundled cost of service study, the 

functionalization of all expense and plant-related costs, including 

administrative and general expenses and general plant associated with 

each unbundled function could be readily identifiable.  I recommend that 

                                                 
21 NSPI response to HRM IR-15(b) in NSUARB-P-881. 
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NSPI identify these associated meter reading costs in a subsidiary analysis 

and exclude them from the allocation to the Unmetered class. 

 

Q13. Do you have any other concerns with respect to allocation of customer-

related costs? 

A13. I have no specific concerns at this time other than to note that the NSPI 

winter system peak may be shifting from early evening to the start of the 

weekday workday22.  For the forecast test year the light-sensitive portion 

of Unmetered service was reported as effectively being on in the three 

winter months, December through February.  However, for two of the 

three most recent winter months (January and February 2005) NSPI had its 

system peak at the hour ending 9 AM.  At that hour the light sensitive 

portion of Unmetered was off.  To the extent that this trend in shift of the 

time of the NSPI winter peak is confirmed, it should be reflected in the 

forecast coincident system demands for the Unmetered class at NSPI’s 

next GRA. 

 

 Q14. Do you have any comments with respect to rate design for the Unmetered 

class? 

A14. Yes.  I have experienced difficulty trying to reconcile NSPI’s proposed 

rate design for the Unmetered class with its cost of service.  I subsequently 

learned through a data request that NSPI based its rate design on a 1977 

study and that since that time, increases have been applied across-the-

board to the power, energy, maintenance and capital components of street 

lighting rates23.  NSPI has indicated that the study was outdated and 

needed to be updated24, but this has not been done for the current 

proceeding.  I recommend that the updated study be completed in time for 

NSPI’s next GRA. 

                                                 
22 Based on a review of the time of NSPI winter system peaks as provided in response to HRM IR-6 in NSUARB-P881 and HRM IR-
31 in this proceeding. 
23 NSPI response to HRM IR-10 in NSUARB-P-881. 
24 NSPI response to HRM IR-19 in NSUARB-P-881. 
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Q15. Would you please summarize your observations and recommendations? 

A15. Yes.  I would summarize my observations and recommendations as 

follows: 

 

• NSPI’s use of accounts as a surrogate for customers in factor C-3 is 

conceptually flawed, as the number of accounts is not related to cost 

causation.  A weighting factor of 5.0 for the Unmetered class times 

the number of accounts is therefore also not related to cost causation. 

 

• It is unreasonable, in my view, that billing, customer service, and 

call center expenses for Unmetered accounts are greater than for 

residential accounts.  The weighting factor for Unmetered should not 

exceed 1.0. 

 

• Cost of service requires that allocations be related to factors based on 

cost causation.  NSPI has not adequately supported its use of a 

weighting to the Unmetered class of 5.0 in factor C-3. 

 

• NSPI should undertake a more detailed analysis of the activities that 

are included in factor C-3.  I recommend that until such analysis is 

completed, this Board direct NSPI to set the weighting to the 

Unmetered class in factor C-3 from 5.0 to 1.0, beginning in this 

proceeding. 

 

• NSPI should identify the portion of rate base for vehicles and general 

plant that are associated with the meter reading function and remove 
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the attendant interest, return, taxes and depreciation from its 

allocation to the Unmetered class. 

 

• NSPI should update its rate design analysis, which is nearly 30 years 

old, prior to its next GRA. 

 

Q16. Does this conclude your testimony? 

A16. Yes.   
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