AUSTIN ENERGY 8 BEFORE THE CITY OF AUSTIN
§
2022 BASE RATE REVIEW 8 IMPARTIAL HEARING EXAMINER
IHE RESPONSE TO EXCEPTIONS

The Impartial Hearing Examiner (IHE) in the 2022 Base Rate Review Process (Base Rate
Review) of the Base Rate Filing Package of the City of Austin’s (City) municipally-owned electric
utility, Austin Energy (Austin Energy), files this response to the participants’ exceptions to the
IHE’s Final Report (Final Report). The IHE appreciates the participants clarifying their positions
and explaining their disagreements with the IHE’s recommendations. The IHE also appreciates
the participants'good faith efforts to develop resolutions in this matter.

This response to exceptions addresses and acknowledges only certain broader issues in the
context of the Base Rate Review process. The response does not address each exception, as most
exceptions reiterate previous argument or add argument supporting a participants’ previously-
stated position on an issue.

The Final Report presents recommendations from an independent and impartial hearings
examiner. While the IHE’s recommendations may differ from a given participant’s position, this
does not mean that a rejected position is unreasonable. Many issues in this Base Rate Review have
some evidence supporting both sides of an issue, or involve policy decisions that are viewed
differently depending on the particular interests of a participant.

For instance, while the IHE may not agree with all of the ICA’s* proposals on rate design,
the IHE obviously agrees with some of the ICA’s concerns over potential rate shock for certain
residential customers. However, Austin Energy’s proposed rate design is also reasonable from a
cost causation perspective and the IHE reiterates the obvious—Austin Energy must recover its
revenue requirement through rates.

Another example is the industrial consumers’2 proposal to allocate production-demand
costs using the A&E 4CP method. This is not an unreasonable position. Austin Energy has been
and is expected to remain a summer-peaking utility. As noted by the industrial consumers, ERCOT

uses a 4CP method to allocate transmission costs throughout the ERCOT market. TIEC offered

! Independent Consumer Advocate.
2 Texas Industrial Energy Consumers (TIEC) and NXP Semiconductors, Inc. (NXP).



testimony that the highest costs within ERCOT match the highest summer demand.®> The
participants’ various positions on production demand and distribution demand reflect the different
interests each party seeks to promote. Should the Austin City Council reject the IHE’s
recommendations and adopt the industrial consumers’ A&E 4CP and INCP methods, there is
support in the record for those proposals. The IHE, however, continues to support Austin Energy’s
positions on both allocation methods.

Certain parties excepted to presumed inconsistencies in the Final Report. For instance, on
the allocation of distribution demand costs, NXP, which supports a 1INCP approach, excepted to
the IHE’s assertion that building a distribution system to meet maximum demand is a reliability
measure, but not determinative of the cost allocation method.* NXP pointed out that the Base Rate
Package includes a statement that . . . class maximum demands are used to allocate distribution
costs.” The IHE’s position is that all distribution systems are (or should be) designed to meet
maximum demand as a matter of reliability. And while that peak in demand may be a cost driver,
it does not mean that a utility like Austin Energy is required to use the 1INCP approach. Instead,
Austin Energy and other municipally-owned utilities may opt to use a 122NCP method. Again, it is
reasonable for an industrial consumer to support a INCP method.

TIEC also noted that the IHE’s recommendation to adopt the ICA’s average demand
method over Austin Energy’s 12NCP method for distribution load dispatch expense is internally
inconsistent with the IHE’s other cost allocation recommendations. Although TIEC disagrees with
using a 12NCP approach, TIEC explained:

... AE’s proposal to allocate distribution load-dispatching expense based on the
same 12-NCP allocator is at least internally consistent. To adopt a 12-NCP allocator
for distribution-demand costs (over the objections of TIEC and other industrial
customers) but then also change the allocator for distribution load-dispatching
expenses to average demand (which also shifts costs to industrial customers) would
implicate precisely the type of “costly inconsistencies” that the IHE warned
against.®

3 NXP Exceptions at 9; citing Final Report at 77.
4 NXP Exceptions at 11; citing Final Report at 80.
5 NXP Exceptions at 11; citing AE Ex. 1 at 57.

8 TIEC Exceptions at 12.



TIEC is correct that this recommendation is inconsistent with similar Austin Energy cost allocation
methods. As indicated in the Final Report, for consistency, the IHE recommends City Council
retain the 12NCP cost allocation method for load dispatch expense.

Finally, the ICA and SCPC-Sun’ recommend the Final Report be amended or that certain
issues be remanded to the IHE for additional consideration. The IHE respectfully suggests that the
Final Report is just that. It is a static document and should not be revisited. The City Council may
agree or disagree with the IHE’s recommendations without amending the Final Report. While
SCPC-Sun’s remand request differs from a request to revise the Final Report, if City Council
determines that the impact of the Inflation Reduction Act should be taken into account, the IHE
believes this is better left to independent expert analysis and negotiations of the participants, as
opposed to the contested case process. Having said that, the IHE will endeavor to satisfy any of

City Council’s requests for additional analysis.

Travis Vickery
Impartial Hearing Examiner

Date: November 7, 2022

7 Sierra Club, Public Citizen, and Solar United Neighbors.





