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2017 Rate Case Overview

« 2017 Rate Case filing includes proposed changes to:
— Electric Rate Schedules
— Water Rate Schedules
— Wastewater Rate Schedules
— Utilities Rules and Regulations

 Highlights of the most common Rate Classes will be presented
today

— The 2017 Rate Case filing contains the comprehensive proposed
changes

« Cost of Service (COS) prepared following industry standards
and practices

 Rates are designed in compliance with Rate Design Guidelines 2
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Related Discussion and Action in 2016

o Utilities Board

— Industrial TOD kWh/Day Min (ETL) results of revenue shortfall root cause
analysis and phased-in rate increase implementation

— High level review of the Preliminary 2017 Rate Case

 Electric, Water and Wastewater rates
« Ultilities Rules and Regulations (URR)

« Finance Committee (in addition to the items above)

— Continued refinement of a comprehensive long-term strategy for Nonpotable
service

— Water and Wastewater Development Charges

— Detailed review of Electric, Water and Wastewater Preliminary 2017 Rate Case

summary schedules
3

Electricity | Natural Gas | Water | Wastewater



2017 Rate Case Filing
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Procedural Compliance

August 12, 2016
— Preliminary Cost of Service studies delivered to Office of City Auditor

September 13, 2016

— Request to establish a Public Hearing date and formal filing of the 2017
Rate Case with City Clerk

— Hard copy formal filing provided to City Council
— Rate Case documents posted on CSU.org website

September 16, 2016
— Published Legal Notice

September 21, 2016
— Mailed Legal Notice 4
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Electric Summary

« Revenue Requirement reflects the implementation of Phase 2 of a
3 Phase plan to address Electric Revenue shortfall

— Directed by Utilities Board in April 2016

« Total Base (non-fuel) Electric Revenue is $320.7 million
— $13.9 million lower from the 2016 Electric Revenue Requirement

— Primarily due to the anticipated revenue shortfall from the Industrial Service -
Time of Day 1,000 kwh/Day Minimum (ETL) class.

« Phased in approach to bring Rate Classes within plus or minus 10% of
respective COS

— Increases are not to exceed 12.5 percent
— Applied to all standard Rate Classes below COS
— No rate increases have been applied to Rate Classes at or above COS 6
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Proposed Increases for
Rate Classes below COS
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Proposed Percent

Revenue Revenue

Rate Class Increase Increase
Industrial TOD 1,000 kWh/Day Min (ETL) $ 6,241,779 12.5%
Commercial General (E2C) $ 3,115,056 7.5%
Industrial TOD 4,000 kW Min (E8S) 3 291,020 10.0%
Contract Service - DOD (ECD) $ 236,792 2.0%
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Rate Classes with No Rate Increases

* Residential/Small Commercial (E1R/E1C)
 Industrial TOD 500 kW Min (E8T)
 Industrial Service - Large Power and Light (ELG)

— Designed to attract and retain large industrial load and high system load
factor

— Application of Rate Design Guidelines; Asset Maximization and Economic
Development

— Rate designed at 80.1% of COS (originally implemented at 75.0% of COS)
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Residential & Commercial Rate Options

 Optional Time-of-Day rates provide price signal to help reduce
system peak demand and provide Customer:

— Opportunity to adjust usage patterns to align with off-peak periods

— Potentially realize savings over the standard rates

 Residential Time-of-Day (ETR)
— Proposed rate decrease 15.2% or $(3,917)

« Commercial Time-of-Day (ETC)
— Proposed rate increase of 18% or $175,045

— Rate Design not currently reflecting the appropriate price signal
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Additional Electric Tariff Changes

 Kilowatcher Rate Options removed from tariff sheets

— Existing contracts expired March 2016 and the option is no longer offered

 Contract Service — Wheeling (ECW)

— Removes some ancillary services currently offered in the tariff since no
Customers have either made use of or require the services

 Clarify tariff language for Totalization Service

— Clean-up change removing obsolete language that is no longer applicable

« Update the Renewable Energy Net Metering Tariff Sheet

— This change updates the tariff header to align the numbering with past

revisions
10
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Additional Electric Tariff Changes

« Update the Reserved Capacity Charge (RCC) for Enhanced Power
Service

— This change modifies the charge for reserve capacity. In order to balance
recovery of costs and stabilization of rates, Utilities proposed and City
Council approved in the 2013 Electric Rate Filing to phase in the rate
Increase over a five year period.

— 2017 represents the final year of the five year period.

— The rate will be increased to $0.0499 per kW per day
* From $0.0396 per kW per day or an increase of $0.0103 per kW per day

11
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Additional Electric Tariff Changes

« Community Solar Garden (CSG) Pilot Program Bill Credit

— This change updates the blended Bill Credit to reflect the proposed
Electric service rate increases

« CSG Non-Pilot Bill Credit

— This change updates the rates on the Bill Credit table based on the
proposed Electric service rate increases

 Removal of the Wind Power Tariff

— This change removes the tariff as the current rate expires on
December 31, 2016 and will not be renewed

12
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Water Summary

 Total Water Revenue is $199.5 million
— $11.3 million higher than revenue under current rates

« Overall system increase 6.0% higher than current rates
— 5.1% increase for Residential
— 6.2% increase for Nonresidential
— 10.0% increase for Contract Services — DOD
— 9.7% increase for Large Nonseasonal
— 12.0% increase for Nonpotable

14
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Rate Design Components

* Continue to move Rate Classes closer to COS

— Contract Services at 85% of proposed revenue as a percentage of COS
* 6.5% increase in 2016

— Nonpotable at 62.6% of proposed revenue as a percentage of COS (prior to
adjustment)

* 6.0% increase in 2016

 Increase Fixed Daily Charge
— Enhance Financial Stability

— Comparable along the Front Range
— Maintains conservation signal

* Residential —100% of increase to Fixed Daily Charge

— Increased by $0.1030 per day or $3.09 per month

— Commodity rates unchanged in this filing 5
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Wastewater Summary

* Current rates are sufficient to cover the 2017 Revenue
Requirement of $68.0 million

— Cost of Service performed to update cost for Rate Classes
— Last Cost of Service study performed in 2009 with rates effective 1/1/2010

« Updated allocations and methodology changes consistent with the
other services

* New Contract Rate has been created for Military

17
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Wastewater Rate Increases

« Overall system revenue change is neutral at $68.0 million
— 1.5% decrease for Residential
» Revenue Requirement $49.0 million or $0.8 million less than current rates
— 4.0% increase for Nonresidential
» Revenue Requirement $17.0 million or $0.7 million more than current rates
— 11.6% increase for Contract Services — Outside City Limits
* Revenue Requirement $1.2 million or $0.1 million more than current rates

* New Contract Rate Class — Military

— New Contract Rate Class is consistent with Electric, Natural Gas and Water
Contract Services

— Military has been separated from the Nonresidential Rate Class and a new
Rate Class has been created

* New Contract Rate is less than Nonresidential Rate 7
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Current Proposed Increase/ %
Rate Schedule Rates Rates (Decrease)  Change
(@ (b) () (@ (€
[() - (b)] [(d) / (b)]
Electric - Non-fuel $ 60.81 $ 60.81 3 - 0.0%
Fuel Capacity & ECA 14.04 14.04 - 0.0%
Electric Service Total $ 7485 % 7485 9 - 0.0%
Natural Gas - Non-fuel $ 21.66 9 21.66 9 - 0.0%
Fuel Capacity & GCA 14.65 14.65 - 0.0%
Natural Gas Service Total 3 36.31 $ 3631 $ - 0.0%
Water $ 59.62 $ 6271 $ 3.09 5.2%
Wastewater 32.50 32.01 (0.49) -1.5%
Total $ 20328 $ 20588 ($ 260 1.3%

Note: The typical bill is calculated using current and proposed rates assuming: 30 days, 600 kWh (Electric),
nd 700 cf (Wastewater Inside City Limits).

60 Ccf (Natural Gas), 1,100 cf (Water Inside City Limits
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Total Typical Commercial Bill

Current Proposed Increase/ %
Rate Schedule Rates Rates (Decrease) Change
(@) (b) () (d) (e)
[(c) - (b)] [(d) / (b)]
Electric - Non-fuel $ 36570 $ 39305 $ 27.35 7.5%
Fuel Capacity & ECA 139.20 139.20 - 0.0%
Electric Service Total $ 50490 $ 53225 $ 27.35 5.4%
Natural Gas - Non-fuel $ 20710 $ 20710 % - 0.0%
Fuel Capacity & GCA 280.49 280.49 - 0.0%
Natural Gas Service Total $ 48759 $ 48759 % - 0.0%
Water $ 20511 $ 21842 $ 13.31 6.5%
Wastewater 108.46 112.14 3.68 3.4%
Total $ 1,306.06 $ 1,350.40 l $ 44.34 3.4% l

Note: The typical bill is calculated using current and proposed rates assuming: 30 days, 6,000 KkWh (Electric),

1,240 Ccf (Natural Gas), 3,000 cf (Water Inside City Limits), and 3,000 cf (Wastewater Inside City Limits).

Electricity | Natural Gas | Water | Wastewater
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Total Typical Industrial Bill
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Current Proposed Increase/ %
Rate Schedule Rates Rates (Decrease) Change
@) (b) ©) (d) (e)
[(c) - (b)] [(d) / (b)]
Electric - Non-fuel $22,401.74 $22,401.74 $ - 0.0%
Fuel Capacity & ECA 9,257.60 9,257.60 - 0.0%
Electric Service Total $31,659.34 $31,659.34 $ - 0.0%
Natural Gas - Non-fuel $ 185878 $ 1,858.78 $ - 0.0%
Fuel Capacity & GCA 2,804.88 2,804.88 - 0.0%
Natural Gas Service Total $ 4663.66 $ 466366 $ - 0.0%
Water $ 270081 $ 286194 $ 161.13 6.0%
Wastewater 1,339.86 1,404.64 64.78 4.8%
Total $ 40,363.67 $ 40,589.58 l $ 22591 0.6% l

Note: The typical bill is calculated using current and proposed rates assuming: 30 days, 400,000 kWh and
1,000 kW (Electric), 12,400 Ccf (Natural Gas), 50,000 cf (Water Inside City Limits), and 50,000 cf 29

(Wastewater Inside City Limits).
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Utilities Rules and Regulations
(URR)

23
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URR Tariff Changes

1) Restoration of Service
This change proposes to increase the maximum time from 12 hours to 24
hours in which Utilities must restore service to Customers disconnected for
non-payment and other Customer-controlled situations identified in Section
13 of Utilities Rules and Regulations.

Additionally, Utilities proposes a minor clean-up changing “normal working
hours of 7:00 a.m. to 7:00 p.m., Monday through Friday” to “normal working
business day.” (Utilities Rules and Regulations Section 14(A) and 14(C),
Sheet 29)

24
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URR Tariff Changes

2) Electric Line Extensions and Services and Extension of Natural
Gas Mains and Services

This change will update the current contribution in aid of construction fee
amounts collected through Electric Line Extensions and Services and Natural
Gas Mains and Services, moving the recovery at or close to the current costs.

« The current Electric Line Extensions and Services fees are proposed to
Increase Electric fee increases range from 5.8% to 10% to achieve full
cost fees for 9 out of 11 total line extensions and services. (Utilities Rules
and Regulations Section 19, Sheet 46, 46.1, 47)

« The current Natural Gas Mains and Services rate of eighteen percent
(18%) will increase to full cost at twenty percent (20%). (Utilities Rules
and Regulations Section 32, Sheet 58)

25
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URR Tariff Changes
3) Water and Wastewater Development Charges - Proposed change

to the multiplier for all meters greater than % inch to a meter
capacity ratio

This change will lower the current Water Development Charge for meter sizes
greater than 4 inch by utilizing the meter capacity ratio multiplier for those
meter sizes. (Utilities Rules and Regulations Section 41, Sheet 81 and 82)

This change will also lower the current Wastewater Development Charge for
meter sizes greater than the % inch meter by utilizing the meter capacity ratio
multiplier for those meter sizes. (Utilities Rules and Regulations Section 34,
Sheet 66 and 67)

Additional detail and background included in the 2017 Rate Case.
26
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URR Tariff Changes

4) Correction of City Code reference in Applicability of City Code -
Wastewater

This change is to correct an incorrect reference to a section of the City Code.
There is no policy or financial impact of this change. (Utilities Rules and
Regulations Section 39, Sheet 80)

21
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Customer Qutreach
« September 9, 2016

— Smart Home e-newsletter is sent out to Residential Customers with hearing dates, encouraging
them to have a say in their utility rates

« September 13, 2016
— Posted Rate Case Filing to csu.org and promoted it on the homepage

« September 15, 2016
— Published Legal Notice in Gazette

« September 16, 2016
— Posted Proposed 2017 Annual Operating Plan to csu.org

« September 21, 2016
— Mailed Legal Notice to Outside-City Customers

» September 23, 2016
— State of Utilities meeting with Commercial and Industrial Customers

* QOctober 4, 2016

— First Source e-newsletter is sent out to our Commercial and Industrial Customers with
information about rate adjustments 29
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Proposed bill changes described in:
« (CSU.org website

e Online bill calculator

—

Colorado Springs Utilities
It's how v

we're aff connected

* Electronic customer newsletters

* One-on-one meetings with large business
customers Blectri

oooooooooooooooooooooooooooooooooooooooooooooo

« Community and customer group presentations ...

« Utilities Board and City Council meetings & S0

oooooooooooooooooooooooooooooooooooooooooooooo

« Social media channels T S

Wastewater
Total: $2.60 1.3% $205.88

* One-pager for Springs Utilities’ retirees

* Newspaper, radio and TV news coverage

Electricity | Natural Gas | Water | Wastewater
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Programs Helping Customers

* Bill assistance

c N < proj
— Project COPE (Citizens Optionto "W CGpE =
Provide Energy) Program o o ' ‘m.ﬁ?
— Low income Energy Assistance -

Program (LEAP)
* High Bill Counseling

— Conservation Education

— Home Energy Assistance Program e A -
(HEAP e s
« Payment Plans
— Budget billing 31
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Supplemental Customer Feedback Report

 Utilities included a Supplemental Customer Feedback Report in
the Supplemental Filing

« Customers facing multiple proposed base-rate increases and the
likelihood of ECA and GCA increases expressed concern

* One of the most impacted customer groups is the Industrial Service
— Time-of-Day Service 1,000 kwh/Day Minimum (ETL)

— There are approximately 1,300 ETL customers impacted by proposed 12.5%
Increase
17 of these customers impacted by Nonpotable proposed 12.0% increase
3 of these customers impacted by Large Nonseasonal proposed 9.7% increase

« All impacted by Nonresidential Wastewater proposed 4% increase o

Electricity | Natural Gas | Water | Wastewater
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Supplemental Customer Feedback Report

In addition to factors outlined in this Rate Hearing presentation, the
magnitude of bill impact is greatly influenced by the fluctuation in fuel

and purchase power costs

Proposed increases will be presented to City Council today and if
approved, effective November 1, 2016:
— ECA rate of approximately $0.0273 per kWh
 Typical Residential electric bill increase of $3.18 or 4.2%
» Typical Commercial electric bill increase of $31.80 or 6.3%
 Typical Industrial electric bill increase of $2,120.00 or 6.8%
— GCA rate of approximately $0.1815 per Ccf
» Typical Residential gas bill increase of $2.68 or 7.4%
» Typical Commercial gas bill increase of $55.43 or 10.7%
» Typical industrial gas bill increase of 554.28 or 11.9%

Proposed ECA and GCA rate increases intensifies the bill impact when
comparing to 2016 utility bills 33
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Supplemental Customer Feedback Report

* Many customers have experienced much lower bills since 2015
because of soft fuel markets

— In 2016, Utilities’ has reduced the combined ECA and GCA over collection
balances by $18.1 million

— The lowest ECA rate was approximately 23% below cost
— The lowest GCA rate was approximately 46% below cost

« Generally, the ECA and GCA charges represent a significant
portion of the business customer’s bill

 Utilities has compiled 5 year typical bill history to capture both
base rate adjustments and ECA and GCA rate adjustments

— Many business customer have a unique mix of rates and usage but may not

be representative of the typical bill 5
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Five Year Typical Residential Bill History

Typical Residential As of 01/01/2017
Total Monthly Bill

Effective Date  Total Bill %o Change

. Wastewater
S-year avg. 1.10% 15%
01/01/17 $ 211.73 2.80%
01/01/16 $ 205.96 -4.40% »
N
00015 $ 21543 4.10% ‘%"y//
7 Fuel 8%
01/01/13  $  198.49 -0.97% N
Natural
01/01/12 $ 200.44 Natural Gas Gas
Based on typical residential usage: Non-Fuel 10% Fuel 8%
Electric - EIR 600 kWh; Natural Gas - G1R 60 Ccf;
Water - W-R 1,100 cf; Wastewater - S-R 700 cf a5
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Five Year Typical Commercial Bill History

As of 01/01/2017

Typical Commercial
Total Monthly Bill

Effective Date  Total Bill % Change
Wastewater
S-year avg. -2.34% 8%

01/01/17 $ 1468.49 6.56%
01/01/16 $ 1378.04 -14.99%
01/01/15 $ 1,620.98 6.25%

Natural Gas
01/01/14 $ 1525.62 -0.99% on-Fuel 15%
01/01/13 $ 1540.92 -6.80%
01/01/12 $ 1,653.36

Fuel 24%

Based on typical commercial usage:
Electric - E2C 6,000 kWh; Natural Gas - G1CL 1,240 Ccf;
Water - W-G 3,000 cf; Wastewater - S-C 3,000 cf 36
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Average ETL Industrial As of 01/01/2017
Total Monthly Bill Wastewater

Effective Date  Total Bill % Change &
5-year avg. -1.88%
01/01/17 $ 15,922.32 8.73%
01/01/16 $ 14,643.65 -14.97%
01/01/15 $ 17,220.98 5.48% Nﬁtﬂuﬁas
01/01/14 $ 16,326.76 0.54%
01/01/13 $ 16,239.86 -7.23%
01/01/12 $ 17,506.26

Based on average ETL with typical industrial natural gas, water and wastewater usage:
Electric - ETL 60,000 kWh and 200 kW; Natural Gas - G1CL 12,400 Ccf
Water - W-G 50,000 cf; Wastewater - S-C 50,000 cf 37
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2017 Rate Case Filing

Five Year Typical Industrial Bill History

Typical Industrial
Total Monthly Bill

As of 01/01/2017

Water 7% Wastewater 3%
Effective Date  Total Bill % Change
Natural Gas

5-year avg. 0.57%  Non-Fuel 4%

010117  $ 43263.86 5.09% N"ggsra'

01/01/16 $ 41,167.59 7.64%  Fuel 8%

01/01/15 $ 44574.17 6.85%

01/01/14 $ 41,717.90 4.59%

01/01/13 $ 39,886.90 -5.17%

01/01/12 $ 42,061.78

Based on typical industrial usage:
Electric - ES8T 400,000 kWh and 1,000 kW; Natural Gas - G1CL 12,400 Ccf
Water - W-G 50,000 cf; Wastewater - S-C 50,000 cf 38
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2017 Rate Case Filing &

City Council Regulatory Authority

» Colorado Springs City Code § 12.1.107(C)(4). states in regard to
Utilities rate proposals: “Amendments and Revisions: The City
Council may amend the proposed resolution and revise any
proposed base rate or regulation as a result of information
presented at the public hearing.”

« Utilities continues to support the 2017 Rate Case filing

 Should City Council choose to consider modification to the 2017
Rate Case filing, Utilities will identify alternatives that preserve
financial and operational stability

39
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2017 Rate Case Filing

Regulatory Option for Water

 City Council could choose to phase in Rate Classes over two
years.

— 12.0% increase Miscellaneous Service-Nonpotable or $249,959 revenue
Increase

* 6.0% increase effective January 1, 2017 results in a potential revenue reduction
of $122,529

* Remaining 6.0% increase effective January 1, 2018 to achieve original 12.0%
— 10.0% increase Contract Service-DOD or $906,424 revenue increase

* 6.0% increase effective January 1, 2017 results in a potential revenue reduction
of $369,301

* Remaining 4.0% increase effective January 1, 2018 to achieve original 10.0%

— 9.7% increase Large Nonseasonal Service or $399,047 revenue increase

* 6.0% increase effective January 1, 2017 results in a potential revenue reduction
of $149,552

* Remaining 3.7% increase effective January 1, 2018 to achieve original 9.7%40
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2017 Rate Case Filing &

Regulatory Option for Wastewater

« Colorado Springs Utilities’ current \Wastewater rates are sufficient to
cover the 2017 proposed net Revenue Requirement of $68.0 million

— Wastewater rates have not been adjusted to COS since 2010 thus the impetus of
this filing to realign Revenue Requirement between Rate Classes.

 City Council could choose to phase in the realignment over two years

— 50% of original proposed rate increases/(decreases) effective January 1, 2017:
 Residential — (0.75%)
» Nonresidential — 2.0%
» Contract Services — 5.8%
» Extra Strength Surcharges — (5.25%)
— Remaining 50% to achieve original proposed rate increases/(decreases) effective
January 1, 2018:
 Residential — (0.75%) to achieve original (1.5%)
» Nonresidential — 2.0% to achieve original 4.0%
 Contract Services — 5.8% to achieve original 11.6% 41
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 Information requested by some of the decision makers for the
benefit of all members of City Council

« Responses can be reviewed as re

Item 1: Aslide showing the current different electric rate classes and the
percent and dollar value of their fair share of cost of service they are paying
under current rates and how they will stand if the 2017 rate case is approved

Item 2: Slides showing the total bill impact for industrial, commercial, and
residential for the different proposed ECA/GCA adjustments on 1 Nov, the
rate changes on 1 Jan and any proposed ECA/GCA increases in Feb.

Item 3 Slides showing what the military’s current dollar amount and fair
share is for COS for water and waste water and what it would be under the
new proposed military rates

Item 4: Slide(s) showing revenue impact of 33%; 50% and 66% of
residential water rate increase going to daily access charge vice 100%

Item 5: Would it be possible to have a history of rate changes (especially
any decreases) over a period of time?

uested 42

Electricity | Natural Gag Water | Wastewater



T

2017 Rate Case Filing

Colorado Springs Utilities
1t's how we'

e're all connected

Decisions and Orders

* Draft Decisions and Orders

— November 7th Council Work Session

 Final Decision on 2017 Rate Case Filing
— November 8th City Council Meeting

43
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Denny Nester
City Auditor
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Public Questions and Comments
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City Council
Questions and Comments
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Break
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Utilities’ Response
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Executive Session
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