Service Date: Decenber 9, 1996

DEPARTMENT OF PUBLI C SERVI CE REGULATI ON
BEFORE THE PUBLI C SERVI CE COWM SSI ON
OF THE STATE OF MONTANA

* *x * * %

IN THE MATTER OF the Application of ) UTILITY DI VI SI ON
Mont ana Power Conpany to Change Rates )
for Electric Service Based on its Allocated ) DOCKET NO. D96. 3. 33

Cost of Service and Rate Design Study. ) ORDER NO. 5915a

FI NAL ORDER/ RATE DESI GN
APPEARANCES
FOR THE APPLI CANT:

M chael Manion, Esq., Montana Power Conpany, 40 East Broadway, Butte,
Mont ana
59701

FOR THE | NTERVENORS:

Robert A. Nelson, Esq., Mntana Consuner Counsel, 34 West Sixth Avenue,
P. O
Box 201703, Hel ena, Montana 59620- 1703

Donal d W Quander, Esq., Holland and Hart, 175 North 27th Street, Suite
1400,

Billings, Montana 59101-2048, appearing on behalf of the Large Custoner
G oup

FOR THE COWM SSI ON:

M chael H Lee, Chief, Rate Design Bureau
Robi n A. McHugh, Chief Legal Counsel
1701 Prospect Avenue, P.O. Box 202601, Hel ena, Mntana 59620-2601

BEFORE:

NANCY MCCAFFREE, Chair
DAVE FI SHER, Vice Chair
BOB ANDERSON, Comm ssi oner
DANNY OBERG, Conmi ssi oner
BOB ROVWE, Conmi ssi oner

FI NDI NGS OF FACT
Backgr ound



1. On March 15, 1996 the Montana Power Conpany (MPC) filed an
application
with the Public Service Conmi ssion (Comm ssion) to change electric rates based
on a new
al l ocated cost of service and rate design study. As part of its application
MPC subnmitted a
stipulation between it and the Mntana Consunmer Counsel (MCC), the Large
Custonmer G oup
(LCG and the District XI Human Resource Council (HRC) recommendi ng "specific
al l ocated
cost of service class revenue responsibility results.” This cost of service
(COS) stipulation was
approved in Order No. 5915 (June 11, 1996) and has been reflected in rates
since July 1,
1996.

2. On Septenber 30, 1996 MPC submitted a stipulation between it, MCC,
LCG
HRC and Col strip Energy Limted Partnership that "addresses the individua
rate designs that
achi eve the class revenue authorized by the Cormission in ... Order No. 5915
A
hearing to consider the stipulation was held on Novenber 8, 1996. At the
hearing the stipulation, exhibits and prefiled testinony of MPC wi tnesses
Thomas E. Wlde and Ceil A Or
were adnmitted into evidence.

Di scussi on

3. Wth the condition discussed bel ow the Comm ssion approves the
stipul ation
and supporting appendi ces on custoner class Rate Designs in this Docket.

4, The Conmi ssion has several concerns about the Real Time Pricing
(RTP) tariff
contained in the stipulation. First, it is not clear that increnental rea
time pricing | oads cover
their share of relevant costs. Aside fromthe program and standard bil
charges, the stipulation
only charges increnental |oads a market price. Decrenents in |oad below a
customer's base
| oad are credited a market price that will differ fromthe basis of the
ot herwi se applicable
standard rates. Second, it is not clear that a RTP tariff wi thout explicit
transm ssion charges is
legal. Third, it i the aggregation allowed in the RTP tariff is not
di scrim natory.

5. Despite these concerns, MPC may offer RTP up to six nonths fromthe
dat e of
this Order. The longest RTP contract allowed by the stipulation is 30 nonths.
Therefore, 36
nonths after the date of this Order RTP will cease and the RTP tariff will be
revi ewed. Over
the next three years MPC shall informthe Comm ssion of subscriptions, |oads
and pricing and
other information relevant to the inplenentation of the RTP tariff.



CONCLUSI ONS OF LAW
1. Al'l Findings of Fact are hereby incorporated as Concl usions of Law.
2. The Applicant, Mntana Power Conpany, furnishes electric service for
consuners in the State of Montana and is a "public utility" under the
regul atory jurisdiction of the
Mont ana Public Service Commission. Section 69-3-101, MCA
3. The Montana Public Service Comm ssion properly exercises
jurisdiction over
Mont ana Power Conpany's rates and operations. Section 69-3-102, MCA, and
Title 69,
Chapter 3, Part 3, MCA.
4, The Montana Public Service Conmm ssion has provided adequate public
notice
of all proceedings and an opportunity to contest and to be heard to al
interested parties in this
proceedi ng. Sections 69-3-303 and 69-3-104, MCA, and Title 2, Chapter 4, MCA
5. The rate designs approved herein are just, reasonable, and not
unjustly
di scrimnatory. Sections 69-3-330 and 69-3-201, MCA

ORDER
THE MONTANA PUBLI C SERVI CE COWM SSI ON HEREBY ORDERS
1. The electric rate design stipulation agreed to by certain parties to
this Docket is
approved.
2. The Montana Power Conpany shall coordinate this decision with its

conpl i ance
with Order No. 5865d on January 1, 1997.

3. The Conmission's interimapproval for MPC s billing non-tariffed
i ghts under
an equivalent rate for existing tariffs is noot as of the inplenmentation of
this Order. See
Notice of Conmi ssion Action, May 15, 1996, Docket No. N96.4.64. Docket No.
N96. 4. 64
is closed.

DONE AND DATED this 3rd day of Decenber, 1996 by a vote of 5 - 0.

BY ORDER OF THE MONTANA PUBLI C SERVI CE COWM SS| ON

NANCY MCCAFFREE, Chair

DAVE Fl SHER, Vice Chair

BOB ANDERSON, Conmi ssi oner



DANNY OBERG, Comm ssioner

BOB ROWE, Conmi ssi oner

ATTEST:

Kat hl ene M Anderson
Conmi ssi on Secretary

( SEAL)

NOTE: Any interested party may request the Comm ssion to reconsider this
deci si on.
A notion to reconsider nust be filed within ten (10) days. See ARM
38. 2. 4806.



