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Strategen provides insight to global corporations,
utilities and public sector leaders, helping them to
develop impactful and sustainable strategies for a

transforming grid
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CLIENTS

We work with governments, utilities, research institutions,
technology providers, project developers, and large energy
users seeking to evaluate and implement next generation
grid and clean energy technologies.
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SERVICES

Our clients come to us for our expertise in developing

business models, commercial strategies, financing tools and
regulatory support that empower them to create sustainable
value and long-term solutions.

MARKETS

Our exclusive focus on clean energy and advanced grid
technologies means we bring our clients a sophisticated
understanding of industry trends, market drivers and
regulatory policy.
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TEAM

Our team is comprised of well-respected thought leaders and
industry experts who have played instrumental roles in shaping
the power sector’s transformation in the 21st century.




Overview

= How the Cost of Service (COS) study has traditionally informed customer
charge levels

= Rethinking customer cost classification and allocation

= Example: The largest inter-class subsidy in the cost of service study

= Strategen approach to calculating an appropriate customer charge
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Dividing costs in the cost of service study

Revenue Requirement

\ } Classify

Customer

‘ } Allocate

Demand
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The concept of cost causation is used to divide costs into buckets
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Technological disruption

= Traditional analog meter

Analog meters were for reading kWh

Image source: myfloridahomeenergy.com
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http://www.myfloridahomeenergy.com/help/library/choices/baselines/#sthash.uO6mZ4uA.IugxeKr4.dpbs

Cross-subsidy: Classification of AMI

= Advanced metering infrastructure (AMI)

Advanced Meter
enables: T T T
= Time-varying rate design Metorod

Premnsos ‘\ . v £O) l
= Advance load management ; ‘ - 7

» Customer engagement

* Investments are made in AMI to: ( =mall 9 E‘Q\ .
= Avoid generation and transmission additions , f/ e ) 8 / e "“';\ & : I' .
. Lovye|: Iing losses through volt/VAR k:“amm ;J 8 | = l
optimization N Service a = Q
= [Integrate intermittent generating resources e J nbore

= AMI costs are NOT solely related to the @ Managemenl «
number of customers Console with Home

Energy Dashboard Pluggable Hybnd

Indepdent (Customer) Electric Vehicle
System Metered
Operator Premise

Cost causation and utilization of meters has changed

Image source: lllinois Security Lab
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https://seclab.illinois.edu/ami-security

Example: Strategen customer-specific cost estimate

Source: Minnesota PUC Docket No. 16-664. Direct Testimony of Ron Nelson.

( STRATEGEN

CONSULTING

Expenses

Meters* 586,597,598 $ 798423 | $ 798,423 a
Depreciation | $ 902,522 | $ 902,522 b

Services 587 $ - c
Depreciation $ 436,630 d

Meter Reading 902 $ 942.807 | $ 942,807 e

Billing 903 $ 3,783,213 | $ 3,783,213 f

Total Expenses $ 6,426,966 | $ 6,863,596 a:

Expenses associated with
metering, service lines and
customer services

Return on rate base
associated with metering,
service lines and customer
services

Total per customer costs
associated with metering,
service lines and customer
services
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Thank You

Ron Nelson

Senior Consultant

Strategen Consulting

Email: rnelson@strategen.com
Web: www.strategen.com




Cost of service studies — where the magic happens

ELECTRIC UTILITY COST ALLOCATION
MANUAL

NATIONAL ASSOCIATION OF REGULATORY UTILITY
COMMISSIONERS

January, 1992
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