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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

Meaning

CCOSS

CP

Commission

DCRF

JCOSS

kW

kWh

LGS-T

LLF

LMS

LSS

PCRF

PG

ROR

RS

SAS-4

SG

SGS

SMS

SPS

class cost of service study
coincident peak

Public Utility Commission of Texas
Distribution Cost Recovery Factor
jurisdictional cost of service study
Kilowatt

Kilowatt hour

Large General Service — Transmission
Low load factor

Large Municipal Service

Large School Service

Purchased Power Capacity Cost Recovery
Factor

Primary General

Rate Filing Package

Rate of Return

Residential Service

Service Agreement Summary-4
Secondary General

Small General Service

Small Municipal and School Service

Southwestern Public Service Company, a New
Mexico corporation
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Acronym/Defined Term

Meaning

Street Lighting
TCRF

Texas Retail
Test Year
TOU

Update Period

Updated Test Year

Municipal and State Street Lighting
Transmission Cost Recovery Factor

SPS’s Texas retail jurisdiction

October 1, 2019 through September 30, 2020
Time of Use

October 1, 2020 through December 31, 2020

January 1, 2020 through December 31, 2020
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Attachment
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RML-RD-U5
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RML-RD-U7

RML-RD-U8

RML-RD-U9
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LIST OF ATTACHMENTS

Description

Summary of Changes in Combined Base Rate and
Sagamore-adjusted Fuel Factor Revenue
(Filename: Attachment RML-RD-U1.xIsx)

Jurisdictional Allocation of Energy and Demand
(Filename: Attachment RML-RD-U2.xIsx)

Base Rate and Fuel Factor Revenue at Present Rates
and Historical Test Year Fuel Factors
(Filename: Attachment RML-RD-U3 and U7.xlsx)
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UPDATE TESTIMONY
OF
RICHARD M. LUTH

I. WITNESS IDENTIFICATION

Please state your name and business address.

My name is Richard M. Luth. My business address is 790 South Buchanan Street,
Amarillo, Texas 79101.

On whose behalf are you testifying in this proceeding?

I am filing testimony on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”).

By whom are you employed and in what position?

I am employed by SPS as Manager, Pricing and Planning in the Regulatory
Administration Department.

Are you the same Richard M. Luth who filed direct testimony on behalf of SPS
in this docket?

Yes.
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II. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

What is the purpose of your update testimony?

As noted on page 13 of my direct testimony, actual data has become available for
estimates applied for the last three months, October 2020 through December 2020
(“Update Period”) of the Updated Test Year in the initial filing that affect
jurisdictional allocation, customer class cost allocation, and present revenue. The
purpose of this update testimony is to replace the Update Period estimates presented
in my direct testimony with actual data. I will also update the baselines for the
Transmission Cost Recovery Factor (“TCRF”), Distribution Cost Recovery Factor
(“DCRF”), and Purchased Power Capacity Cost Recovery Factor (“PCRF”).

In addition, as part of SPS’s update filing, I am updating certain Rate Filing
Package (“RFP”) schedules that I sponsor or co-sponsor in this case. Specifically,
I am updating the following schedules to replace estimated data for the Update
Period with actual data:

e Schedule H - 12.5f and 12.6a;

e ScheduleO-1.1,1.2,1.3,1.4,1.7,1.10, 3.1, 3.3, 4.1, 6.1, 6.2, and
7.2;

e ScheduleP-P,1,1.1,1.2,13,1.4,2,3,4,5,6,7,8,10,11, and 13;
and

e ScheduleQ -1, 7, 8.5, 8.8, and 8.9.

With regard to the RFP schedules you are updating, have you made any
changes other than replacing estimated numbers with actual numbers?
No. Billing determinants have been updated to include billing for all months during

the Updated Test Year.
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Please summarize your update testimony and recommendations.

Using load research and adjusted billing data, I developed updated jurisdictional
allocation factors that SPS witness Stephanie N. Niemi used to calculate SPS’s
updated Texas retail revenue requirement. Ms. Niemi calculated that SPS’s
updated Texas retail non-fuel revenue requirement, net of miscellaneous revenue,
is $761,917,417. Because SPS’s updated present Texas retail base rates recover
only $618,856,799, it is necessary to increase revenue from Texas retail base rates
by $143,060,618.

After receiving the updated Texas jurisdictional cost of service study
(“JCOSS”) from Ms. Niemi, I updated the class demand, energy, and customer
allocators, which I used to allocate the updated Texas retail jurisdictional costs to
the customer classes based on the updated class cost of service study (“CCOSS”).
A copy of the updated CCOSS is attached as Attachment RML-RD-U4.

Using the updated CCOSS, I updated the proposed base revenue increases
among Texas retail customer classes, and I have designed updated rates in such a
way as to bring each class to its full cost of service. The fundamental principles
utilized in the updated proposed rate design are based on cost causation, and are
consistent with those described in my direct testimony. I recommend the Public
Utility Commission of Texas (“Commission”) approve the updated proposed rate
design.

Finally, I describe updated baseline values for the TCRF, DCRF, and PCRF.
I recommend that the Commission approve SPS’s updated calculation of present

revenues, updated proposed cost allocation, and updated baselines for the PCRF,

TCREF, and DCRF.
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proceeding?

Are you the only SPS witness on cost allocation and rate design in this

No, one additional SPS witness, Jannell E.Marks is providing update testimony on

cost allocation and rate design issues. In her update testimony, Ms. Marks:

(1)

)

provides updated load research data and calculations, which serve
as the primary basis for the development of Updated Test Year
demand allocation factors; and

provides weather normalization for the Update Period, which are
inputs for allocations between jurisdictions and Texas customer
classes.

Q. What relief is SPS requesting of the Commission regarding the issues in the

Rate Design phase of this case?

In light of this update filing, SPS asks the Commission to grant the following relief

regarding the Rate Design phase:

(1)

2)

€)

4

)

SPS requests the Commission approve SPS’s updated proposed cost
allocation and calculation of present revenues;

SPS requests the Commission approve SPS’s updated proposed
revenue distribution and rate design;

SPS requests the Commission approve the proposed changes to the
rule tariffs, and approve rate tariffs consistent with SPS’s updated
proof of revenue;

SPS requests the Commission approve the updated proposed
baselines for SPS’s TCRF, DCRF, and PCRF; and

SPS requests the Commission approve the final updated proposed
tariffs as set out in Schedule Q-8.8.

Q. Were Attachments RML-RD-U1 through RML-RD-U10(CD) prepared by

you or under your direct supervision and control?

A. Yes.

Luth Update — Rate Design Page 9



Were the portions of the updated RFP schedules that you sponsor or
co-sponsor prepared by you or under your supervision and control?

Yes.

Do you incorporate the updated RFP schedules sponsored or co-sponsored by
you into this update testimony?

Yes.
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III. JURISDICTIONAL ALLOCATION FACTORS

Have you updated the jurisdictional allocation factors described in your direct
testimony?

Yes. Please refer to Attachment RML-RD-U2 for the updated jurisdictional
allocation factors.

Did you determine the updated jurisdictional allocation factors using the same
methodologies you used to determine the jurisdictional allocation factors
described in your direct testimony?

Yes. Those methodologies are described on pages 23-27 of my direct testimony.
Are the Hale (“Hale”) and Sagamore (“Sagamore”) Wind Projects allocated
differently between SPS jurisdictions compared to how SPS allocated Hale in
Docket No. 49831?

No. In both Docket No. 49831 and in this docket, Hale is allocated between
jurisdictions according to line loss-adjusted energy over the course of the Updated
Test Year, as is Sagamore in this docket. Sagamore was not part of Docket No.
49831 because it was not yet complete at the time of filing. My initial direct
testimony incorrectly describes the jurisdictional allocation in this case as being
different from the jurisdictional allocation in Docket No. 49831. In fact, line
loss-adjusted kilowatt hour (“kWh”) energy was the method of jurisdictional
allocation of Hale in Docket No. 49831, and is the method for both Hale and
Sagamore in this docket. As a result, my characterization of the Hale and Sagamore
jurisdictional allocation as different from Docket No. 49831 was wrong, although
the explanation of the jurisdictional allocation in my direct testimony was and

remains correct.
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Are the updated jurisdictional allocation factors adjusted for weather?

Yes. In her direct testimony, Ms. Marks discusses how the SPS energy
consumption and system peaks were adjusted for the effects of weather on
wholesale and retail customers. On a 12 coincident peak (“CP”) basis, the resulting
updated weather adjustment represents a 0.80% increase in the Production peaks
that occurred during the Updated Test Year, and it represents a 0.42% increase in
the Transmission peaks. The updated weather adjustment represents a 0.52%
decrease in Updated Test Year metered kWh among the three SPS jurisdictions.
How do the Texas Retail jurisdictional allocation factors compare to the initial
filing?

The percentage of Texas Retail jurisdictional allocations of energy, production
demand, and transmission demand-related costs are from 0.54% to 0.60% lower
than in the initial filing.

Do the updated jurisdictional demand and energy allocations result in a fair
separation of costs among SPS’s three rate jurisdictions?
Yes. The updated proposed allocation factors reasonably and consistently allocate

costs among SPS’s three rate jurisdictions on a year-round basis.
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IV. DEVELOPMENT OF PRESENT REVENUE

Did you update the present revenue comparison developed by customer class?
Yes. As reflected in Attachment RML-RD-U3, the updated present revenues are
calculated by class, and then aggregated to arrive at the Texas retail total at present
rates. SPS’s updated present revenues total $618,856,799 as shown on Attachment
RML-RD-U3, page 10. The Updated Test Year revenue from present base rates is
almost $3.3 million less than presented in the initial filing. The Updated Test Year
revenue requirement provided by Ms. Niemi is approximately $3.6 million lower,
therefore making the overall revenue deficiency $300,000 less.

Did SPS update its present revenues calculation using the same methodologies
for calculating present revenues described in your direct testimony?

Yes. Those methodologies are described on pages 28-30 of my direct testimony.
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V. CLASS COST OF SERVICE STUDY

Q. Have you updated the CCOSS attached to your direct testimony?

A. Generally, yes. Please see Attachment RML-RD-U4 for the updated CCOSS.

Q. In updating the CCOSS, did you functionalize, classify, and allocate costs in
the same manner and using the same methodologies as you did in preparing
the initial CCOSS?

A. Yes. A description of how SPS functionalized, classified, and allocated costs in its

initial CCOSS is included on pages 31-50 of my direct testimony.

Q. Are there any notable differences in how allocation factors are determined in
the Updated Test Year?
A. While there are no changes in how FERC accounts are allocated among customer

classes, there were two changes in how the allocation factors are determined.

e As shown in Attachment RML-RD-UI0(CD), WP Jurisdictional
Allocation, worksheet tab “4CP-AED,”! the excess demand input for the
4CP-AED allocation factor for production capacity and transmission
capacity costs is weighted by the load factor determined by the maximum
monthly system peak instead of the average of the four highest monthly SPS
system peaks. This change is consistent with the Commission’s Order in
Docket No. 43695.2

e The monthly Small General Service load factors at peak are corrected for
the first nine months of the Updated Test Year, as well as updated for the
last three months.

Q. How does the change in the weighting of AED-4CP excess demands affect the
allocation of costs?

A. The change in the weighting of excess demand in the production and transmission

AED-4CP allocation factors generally increases the allocation of those capacity

' This testimony generally refers to the “AED-4CP” methodology. However, the referenced
worksheet tab is labeled “4CP-AED.” The two labels “AED-4CP” and “4CP-AED” are interchangeable.

2 Application of Southwestern Public Service Company for Authority to Change Rates, Docket No.
43695, Order on Rehearing at 10 (Feb. 23, 2016).
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costs to lower load factor customer classes, and decreases the allocation to higher
load factor customer classes. The 4CP aspect of the AED-4CP allocation refers to
the four peak months of June through September when demand in excess of average
demand is determined for the SPS system and for each customer class at the time
of the SPS system peak in the four peak months. The increase in the weighting of
customer class 4CP demand coincident with SPS peak demand diminishes the
effect of average system load throughout the year. Higher load factor customer
classes have a lower level of increased demand compared to average demand during
the four peak months than lower load factor customer. As a result, a heavier
weighting applied to demand in excess of average demand based upon a single SPS
system peak compared to the weighting in my initial testimony causes a higher
AED-4CP allocation to lower load factor customer classes.

How does the revision of Small General Service (“SGS”) load factors
coincident with monthly system peak affect the allocation of costs to SGS?
The SGS production and transmission AED-4CP allocation factors increased to
3.27% and 3.32% with the Updated Test Year, respectively, which includes the
change in weighting of excess demand during the four peak months, compared to
2.70% and 2.71% in the initial filing.

Does the updated CCOSS total the allocation of the various functions to the
rate classes?

Yes. Please refer to Attachment RML-RD-U4, pages 178-180 for a summary of

the cost of service applicable to each rate class.
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Have you analyzed the changes in the updated class allocation factors as
compared to those SPS filed in the initial filing using three months of estimated
data?

Yes. Please refer to Attachment RML-RD-US5 for a summary of the changes in
major cost classifications allocated to each customer class compared to the initial

filing.
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VI. REVENUE INCREASE DISTRIBUTION

Has SPS updated its proposed distribution of the base revenue increase among
the customer classes to reflect the updated revenue requirement and rate
increase in the update filing?

Yes. Attachment RML-RD-U1 provides the updated base revenue increase
distribution by class for this update filing. In particular, this attachment shows the
updated proposed base rate increases and rates of return (“ROR”) by class. This
attachment moves all classes to or very near to equalized RORs consistent with the
Commission’s Order on Rehearing in Docket No. 43695.3

Have you distributed the updated revenue requirement using the same
principles discussed in your direct testimony?

Yes. Those principles are discussed on pages 55-57 of my direct testimony. I have

not changed the approach to the revenue distribution among the classes.

3 Application of Southwestern Public Service Company for Authority to Change Rates, Docket No.

43695, Order on Rehearing at 10 (Feb. 23, 2016).
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VII. RATE DESIGN OVERVIEW

In your direct testimony you explain that “rate design” refers to the way in
which the revenue requirement amount recoverable from a particular class is
allocated among demand charges, energy charges, and service availability
charges. In SPS’s updated proposed rate design, is the Updated Test Year
revenue requirement collected using these same types of charges?

Yes.

Has SPS changed the type of charges in its updated rate design?

No, however, the individual charges are generally adjusted according to the changes

in customer class costs for the Updated Test Year compared to the initial filing.
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VIII. PROPOSED CHANGES TO RATES

Is SPS updating the proposed base rate structures for its customer classes as
described in your direct testimony?

SPS is not revising the proposed base rate structures. However, SPS is updating
the proposed base rate charges and revenues to be received from each class as

shown in Attachment RML-RD-US, and as generally described below.

Residential Service and Residential Service Time of Use Rider

Please summarize the updates in Residential Service (“RS”) rates.
Overall, base rate revenue from residential customers under proposed rates will
increase $34.87 million, or 14.60%. Consistent with current rates, and consistent
with the initial filing, SPS is proposing a two block energy charge structure during
winter months. The first block will be applicable to all kWh consumption for an
RS customer in a month up to 900 kWh. The second block will be applicable to all
kWh consumption in a month above 900 kWh. The second block of the proposed
two-block winter kWh energy rate structure is approximately a 59% lower rate than
the first block. A lower kWh energy charge in the second block during off-peak
winter months will help offset the cost to residential customers who have higher
levels of electric usage for the basic purpose of heating their homes with electricity.
The summer kWh energy charge is approximately 7.8% higher than the first
block of the winter kWh energy charge, and is 24% higher than the overall winter
rate per kWh to recognize higher levels of summer capacity costs, and to recover a

consistent level of non-fuel energy costs over the course of the year.
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Will the service availability charge recover the full customer component cost
of service?

Yes. At $12.10 per month, the $1.60 increase in the service availability charge is
15.24% more than the current $10.50 per month, which is less than 6¢ per day.
Consistent with the initial filing, the proposed service availability charge will result
in the residential energy charge recovering only production and transmission
capacity costs, along with non-fuel energy costs, and is also consistent with the
overall 14.6% increase in overall residential cost of service.

Please summarize the updates to the RS Time of Use (“TOU”) rider.

The RS TOU rider is developed according to changes in overall residential costs,
resulting in the same proposed service availability charge as RS, and similar
percentage increases in the all-hours kWh energy charge and the all-hours on-peak
adder. This approach maintains the same relative difference between the base
energy charge and the on-peak energy adder.

Small General Service

Please summarize the updates to Small General Service (“SGS”).

Overall, base rate revenue from SGS will increase by approximately $5.1 million,
or 21.58%, which is an increase from the 13.35% increase presented in the initial
filing. As described previously, the revision of SGS load factors at peak is the
source of the difference with an 8.87% increase in overall cost of service compared
to the initial filing. Most of the increase is recovered through the 25.96% increase
in the kWh energy charges. Percentage increases in the SGS TOU charges are the

same as the standard SGS charges, which maintains the same relative difference
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between the base energy charge, the on-peak energy adder, and non-time

differentiated SGS charges.

Secondary General Service

Please summarize the updates to Secondary General Service.

Overall, base rate revenue from Secondary General Service (“SG”) will increase
$20.1 million, or 16.67%. The increase will be recovered through increases in the
kWh energy charge and kilowatt (“kW”’) demand charges, including the optional
TOU rate. As discussed in the initial filing, the increase in non-fuel energy costs is
considerably higher than the percentage increase in capacity costs, resulting in a
percentage increase in the energy charge that is approximately 1.5 times the overall
percentage increase. The percentage increase in the year-round TOU demand
charge is an average of the percentage increases in SG summer and winter demand
charges, maintaining the same relative differences with non-time differentiated SG
rates. Similar percentage increases in the SG Low Load Factor (“LLF”) rates will
also apply, with the increase in the off-peak kW demand charge based upon the
increase in the SG winter demand charge, and the increase in the on-peak demand
charge adder based upon the increase in the SG summer demand charge. KWh
energy rates are not seasonally differentiated, consistent with current rates, and are

the same for all three SG rate options.

Primary General Service

Please summarize the updates to Primary General (“PG”) Service.
Overall base rate revenue from PG Service will increase $15.3 million, or 22.91%,

with the increase recovered through increases in the kW demand charges and kWh
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energy charge, coupled with a decrease in the service availability charge. Similar
to SG, an increase in non-fuel energy costs results in a proposed percentage increase
in the kWh energy charge that is double the overall PG percentage increase.
Percentage increases in the PG TOU and LLF rate options are comparable to the
increases in similar PG charges, again maintaining the same relative differences
with non-time differentiated PG rates.

Please summarize the updates to Service Agreement Summary-4 (“SAS-4").

Overall base rate revenue from SAS-4, which takes service at primary voltage, will
increase by approximately $798,000 per year, or 23.78%. Under SPS’s proposal,
the first block of the energy charge for the first 3.5 million kWh per month will
increase 25.24%, with a lower 22.95% increase in the variable second block of the

energy charge in excess of 3.5 million kWh per month.

Large General Service - Transmission

Please summarize the updates to Large General Service — Transmission
(“LGS-T”) charges.

Overall base rate revenue from LGS-T will increase $59.8 million, or 42.37%.
Comparable to PG, an increase in non-fuel energy costs results in a proposed
percentage increase in the kWh energy charge that is double the overall LGS-T
percentage increase. Remaining non-fuel energy costs are recovered through the
kW demand charge, which also recovers production and transmission capacity
costs as well as customer-related costs that are not recovered through the service
availability charge. The summer kW demand charge is designed with a 1.3 multiple

of the off-peak winter kW demand charge, down from the current multiple of 1.4,
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which move the charges closer to a 1.2 multiple in the four peak summer months
compared to the other eight off-peak months at the winter rate. A 1.2 multiple in
summer to winter demand charges is consistent with average SPS monthly
production peaks that are slightly less than 1.2 times higher in summer months

compared to off-peak winter months.

Schools and Municipals

Please summarize the updates to Small Municipal and School Service.
Overall, base rate revenue from Small Municipal and School Service (“SMS”) will
increase $531,900, or 41.16%. The applicable service availability charge, summer
kWh energy charge, and winter kWh energy charge are set at Updated Test Year
cost of service levels, the energy charges maintaining the current 1.16 multiple
between summer and winter. A lower than 1.2 multiple is appropriate with the
energy charges recovering both capacity costs and year-round non-fuel energy
costs. The SMS TOU option is designed in a similar fashion, and as a result, retains
the current relative differences to non-time differentiated SMS rates.

Please summarize the updates to Large Municipal Service.

Overall base rate revenue from Large Municipal Service (“LMS”) will increase
$3.0 million, or 35.53%. Almost all LMS customers take service at secondary
voltage, however, there are 13 premises that take service at primary voltage. The
overall secondary service increase is slightly less than the overall 35.53% increase
at 33.97%, and the primary service increase is 44.41%, however, each increase
results in base rate revenue at cost of service for each service voltage. At secondary

service, the increase is recovered through the kW demand charge and the kWh
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energy charge, with the respective rates set to recover capacity and energy costs.
Consistent with the summer and off-peak SPS monthly productions peaks, the
summer demand charge is 1.2 times the winter demand charge.

At primary service, the service availability charge is nearly doubled to move
costs recovered through the charge to cost of service. Remaining customer account
costs are recovered through the primary voltage kW demand charge. Consistent
with the summer and off-peak SPS monthly production peaks, the summer demand
charge is 1.2 times the winter demand charge.

Optional TOU rates are designed, as with the TOU option for other
customer classes, to maintain similar relative differences with non-time
differentiated rates.

Please summarize the updates to Large School Service.

Overall base rate revenue from Large School Service (“LSS”) will increase
$4.3 million, or 47.80%. Almost all LSS customers take service at secondary
voltage, however, there are 4 premises that take service at primary voltage. The
overall secondary service increase is slightly less than the overall 47.80% increase
at 47.61%, and the primary service increase is 61.80%. Despite a larger increase
for primary service, however, overall base rate revenue from primary voltage
customers is less than cost of service. Since customers taking service under LSS
are similar, the kW demand charge is designed to provide a small reduction at
primary voltage compared to secondary in order to recognize higher line losses at
secondary voltage, and includes a 1.2 multiple at the summer kW demand charge

compared to the off-peak winter demand charge.
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Optional TOU rates are designed, as with the TOU option for other
customer classes, to maintain similar relative differences with non-time

differentiated rates.

Guard and Flood Lighting and Municipal State Street Lighting

Please summarize the updates to Guard and Flood Lighting.

Overall, base rate revenue from Guard and Flood Lighting will be reduced by
approximately $880,250, or 20.90%. SPS has adjusted Guard and Flood Lighting
rates to recover Guard and Flood Lighting cost of service.

Please summarize the updates to Municipal and State Street Lighting.
Overall, base rate revenue from Municipal and State Street Lighting (“Street
Lighting”) will increase by approximately $905,525, or 18.77%. Street Lighting
rates are adjusted to recover Street Lighting cost of service and allow for the
standardization of mercury vapor lighting installations discussed in my direct

testimony, pages 67 and 68.
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IX. BASELINES

Transmission Cost Recovery Factor

Is SPS proposing to update the TCRF baseline values described in your direct
testimony?

Yes. The updated baseline values that SPS asks the Commission to approve for
purposes of establishing a TCRF are set forth and included in Attachment
RML-RD-U6.

Did you calculate the updated TCRF baseline values using the same
methodologies described in your direct testimony?

Yes. Those methodologies are described on pages 51 and 52 of my direct

testimony.

Distribution Cost Recovery Factor

Is SPS proposing to update the DCRF baseline values described in your direct
testimony?

Yes. The updated DCRF baseline values that SPS asks the Commission to establish
for the purpose of establishing a DCRF are set forth and included in Attachment
RML-RD-U6.

Did you calculate the updated DCRF baseline values using the same
methodology described in your direct testimony?

Yes. Those methodologies are described on pages 52 and 53 of my direct

testimony.
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Purchased Power Capacity Cost Recovery Factor

Is SPS proposing to update the PCRF baseline values described in your direct
testimony?

Yes. The updated PCRF baseline values that SPS asks the Commission to establish
for the purpose of setting a PCRF rider are set forth and included in Attachment
RML-RD-U6.

Did you calculate the updated PCRF baseline values using the same
methodology described in your direct testimony?

Yes. Those methodologies are described on pages 53 and 54 of my direct

testimony.
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X. RESILIENCY SERVICE

Are the rates indicated in the proposed Sheet No. IV-223, Resiliency Service,
adjusted for Updated Test Year costs?

Yes. As discussed in my direct testimony, pages 70-73, Resiliency Service is an
additional service that SPS proposes to be available for customers that may be
interested in SPS handling the upfront cost, installation, and maintenance of backup
generation and energy storage. It is appropriate to update the functional costs
associated with potential projects to Updated Test Year levels.

Does this conclude your pre-filed update testimony?

Yes.
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AFFIDAVIT

STATE OF TEXAS

)
)
COUNTY OF POTTER )

RICHARD M. LUTH, first being sworn on his oath, states:

I am the witness identified in the preceding testimony. I have read the testimony
and the accompanying attachments and am familiar with their contents. Based upon my
personal knowledge, the facts stated in the testimony are true. In addition, in my judgment
and based upon my professional experience, the opinions and conclusions stated in the
testimony are true, valid, and accurate.

AL LTS DONNA M ANDERSON =S
& XA  Notary ID #8531635 P, M &, W%_
4*'“ My Commission Expires F{~t o
of

RICHARD M. LUTH <~

June 17, 2024

Subscribed and sworn to before me thisi@day of March, 2021 by RICHARD
M. LUTH.

: N /7
Notary Public, State of Texas : , ( {
My Commission Expires: MCQ%
{ {

o
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CERTIFICATE OF SERVICE

I certify that on the 25" day of March 2021, notice of the filing of the foregoing
update testimony with the PUCT was served on all parties of record by electronic service

and was posted to SPS’s file sharing platform.

/s/ Jeremiah W. Cunningham
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Attachment RML-RD-U2

SOUTHWESTERN PUBLIC SERVICE COMPANY

JURISDICTIONAL ALLOCATION OF ENERGY AND DEMAND

Line
No.

B S R S

0 3 N WD

10
11
12

13
14
15
16

FOR THE TEST YEAR ENDED: DECEMBER 31, 2020

ENERGY @ METER ALLOCATION

Jurisdiction Metered Energy (kWH) Allocation
Texas 13,202,698,566 58.9716%
New Mexico 7,379,963,943 32.9636%
Total Wholesale 1,805,559,051 8.0648%
System 22,388,221,560 100.0000%

ENERGY KWH @ SOURCE ALLOCATION (INPUT KWH)

Energy (line loss-

Jurisdiction adjusted kWh) Allocation
Texas 14,252,371,880 59.1417%
New Mexico 7,980,990,080 33.1180%
Total Wholesale 1,865,308,611 7.7403%
System 24,098,670,571 100.0000%

12 CP PRODUCTION DEMAND ALLOCATION
Demand (line loss-

Jurisdiction adjusted kW) Allocation
Texas 2,033,097 57.3561%
New Mexico 1,094,419 30.8749%
Total Wholesale 417,175 11.7690%
System 3,544,691 100.0000%

12 CP TRANSMISSION DEMAND ALLOCATION

Demand (line loss-

Jurisdiction adjusted kW) Allocation
Texas 2,029,174 44.8953%
New Mexico 1,096,580 24.2617%
Total Wholesale 1,394,039 30.8430%
System 4,519,794 100.0000%

Page 1 of |
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Southwestern Public Service Company
Transmission Cost Recovery (TCRF) Baseline
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at December 31, 2020
Line
No. Description TCRF Baseline
1 Invested Capital
2 Total Transmission Gross Plant in Service $ 1,685,231,077
3 Accumulated Depreciation (260,337,232)
4 Accumulated Deferred Income Taxes $ (271,094,453)
5 Net Plant in Service and Transmission ADIT $ 1,153,799,392
6 Authorized Rate of Return on Invested Capital 7.56%
7 Return on Invested Capital $ 87,227,234
8 Depreciation Expense $ 47,880,713
9 Property Tax $ 14,743,296
10 Misc. Taxes $ 24,112
11 Income Tax Expense
12 Earnings $ 87,227,234
13 Weighted Cost of Debt 1.91%
14 Synchronized Interest $ 22,037,568
15 Permanent Differences (2,221,062)
16 State Taxable Income $ 62,968,604
17 State Tax Rate 2.08%
18 State Income Tax Expense $ 1,307,102
19 Federal Tax Rate 21.00%
20 Federal Income Tax Expense $ 12,948,915
21 Impact of Production Tax Deduction -
22 Subtotal Income Tax Expense $ 14,256,018
23 Income Tax Gross Up Factor 1.2926557
24 Income Tax Expense 18,428,123
25 Revenue Credits (101,467,455)
26 Total Investment Related Costs - "revreqt" $ 66,836,024
Approved Transmission Charges
27 RTO Administrative Fees
28 SPP Schedule 1a - 561.4 $ 2,465,517
29 SPP Schedule 1a - 561.8 1,149,701
30 Total RTO Administrative Fees $ 3,615,219
31 Wholesale Transmission Charges
32 Schedule 9 Lea County $ 5,836,462
33 Schedule 11 69,607,800
34 Schedule 12 1,306,923
35 Non-RTO Wholesale Transmission -
36 Total Wholesale Transmission Charges $ 76,751,185
37 Total Approved Transmission Charges - "ATC" $ 80,366,404
41 Total TCRF Baseline Costs $ 147,202,428
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Southwestern Public Service Company
Transmission Cost Recovery (TCRF) Baseline
at December 31, 2020

42

43

44

45

46

47
48
49

50

51

52

53

54

55

56

Allocators

Texas Jurisdiction

Transmission Demand
12CP-TRAN

Production Demand
12CP-PROD

Retail Transmission Demand
RETAIL-TRAN

Transmission Plant in Service
PIS-TRAN

Net Plant in Service
PIS-NET

Direct Assigned
TX

NM

WHLS

Transmission System (Functional)
DTRAN

Transmission Radial Lines - Gross (Functional)

DTRANRADGRS

Transmission Radial Lines - Depreciation (Functional)

DTRANRADDEP

Transmission Radial Lines - Net (Functional)

DTRANRADNET

Transmission Interconnection (Functional)

DPRODTI

Plant in Service Transmission (Functional)

TRANPLT

Plant in Service Net (Functional)
NETPLT

44.90%

57.36%

64.92%

45.65%

53.30%

100.00%
0.00%
0.00%
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Transmission
Production Energy Interconnection
0.000% 0.000%
0.000% 0.000%
0.000% 0.000%
0.000% 0.000%
0.000% 100.000%
3.002% 1.009%
24.002% 0.266%
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Southwestern Public Service Company

Transmission Cost Recovery (TCRF) Baseline

at December 31, 2020
Customer Class Allocation ClassALLOC
57 Residential Service 34.953%
58 Small General Service 3.357%
59 Secondary General Service 19.747%
60 Primary General Service 9.987%
61 LGS-T 69 - 115kV 5.073%
62 LGS-T 115kV + 23.313%
63 Small Municipal and School Service 0.170%
64 Large Municipal Service 1.518%
65 Large School Service 1.641%
66 Municipal & State Street Lighting Service 0.120%
67 Guard & Flood Lighting Service 0.120%
68 Total 100.000%
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Southwestern Public Service Company
Transmission Cost Recovery (TCRF) Baseline
at December 31, 2020
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Southwestern Public Service Company
Transmission Cost Recovery (TCRF) Baseline
at December 31, 2020

Transmission Radial

System Lines
100.000% 0.000%
0.000% 100.000%
0.000% 100.000%
0.000% 100.000%
0.000% 0.000%
92.018% 3.971%
35.388% 1.428%
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ELECTRIC TARIFF

Sheet No. IV-223
Original

RESILIENCY SERVICE

APPLICABILITY: At the discretion of SPS, and in consultation with potential customers,
Resiliency Service is an optional additional service available to Customers served under
the following rates, and take service from a single metering point.

IV-172, Small General Service,

IV-173, Primary General Service,

IV-175, Large Municipal and School Service,
IV-108, Large General Service — Transmission,
IV-18, Secondary General Service, and
IV-205, General Service Time of Use Rate

This rate rider is subject to change or modification by order of the Commission or
successor agency.

TERRITORY: Area served by Company in Texas.

PROGRAMS:

Battery Energy Storage: The Company will install, operate, and maintain on-site

Battery Energy Storage Systems and Battery Backups to allow Customers to operate
independently from the electric grid in the event of an emergency resulting in grid
outage. Unless otherwise specified in the Customer Service Agreement, the Battery
Energy Storage Systems must have dedicated metering for informational purposes
and to quantify the Customer benefits during normal grid operations as determined
in the Customer Service Agreement and the Company’s applicable Parallel
Generation tariff. The Company may also install, operate, and maintain additional
equipment to accomplish automatic switching and control of Company or Customer
owned Battery Energy Storage Systems interconnected to Customer systems or the
Company’s distribution system. Customers shall pay a monthly amount for the
Battery Energy Storage Systems and additional metering, switching, and control
facilities in accordance with this tariff.

REGULATORY AFFAIRS

REGIONAL VICE PRESIDENT RATES AND
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On-site_Generation: The Company will install, operate, and maintain on-site
Generation Assets, including but not limited to Solar Photovoltaic and Natural Gas
Back-Up Generation Assets, to power a Battery Energy Storage System or otherwise
to allow Customers to operate independently from the electric grid in the event of an
emergency resulting in grid outage. Unless otherwise specified in the Customer
Service Agreement, the Generation Assets must have dedicated metering for
informational purposes and to quantify the Customer benefits during normal grid
operations as determined in the Customer Service Agreement and the Company’s
applicable Parallel Generation tariff. The Company may also install, operate, and
maintain additional equipment to accomplish automatic switching and control of
Company or Customer owned Generation Assets interconnected to Customer systems
or the Company’s distribution system. Customers shall pay a monthly amount for the
Generation Asset and additional metering, switching and control facilities in
accordance with this tariff.

Solar Generation Assets will not be installed, operated, or maintained by SPS under
this service option unless Customers also receive a Battery Energy Storage System
Resiliency Service Asset from this tariff or have an existing Customer-owned Battery
Energy Storage System behind the meter interconnected in parallel to the Company’s
system.

Customer Service Agreement: Customers must sign a Customer Service Agreement
prior to taking service from this tariff. The Customer Service Agreement provides
Program Terms and Conditions, describes the agreed operation and maintenance of
Resiliency Service Asset(s) being provided to Customers, and associated Rate,
Program Charges, and Resiliency Charges as described below.

Customers elect to fund the Resiliency Service Assets according to this tariff. All
Resiliency Service Assets are extraordinary or unusual, and extensive repairing or
rebuilding of Company facilities may be necessary to accommodate Customers
making application for service, therefore the Company reserves the right to require
Customers to execute a contract with the Company for a definite character or period
of service, and to otherwise protect the Company against possible losses.

REGIONAL VICE PRESIDENT RATES AND
REGULATORY AFFAIRS
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Performance of Resiliency Assets: For Resiliency Service Assets consisting of Battery
Energy Storage Assets or Generation Assets and related switching and controls, the
Customer and Company shall include in the Customer Service Agreement an
operational plan that is consistent with the terms of this tariff and best meets the
Customer’s objectives for the Resiliency Service Assets for the term of the Customer
Service Agreement. To the extent practicable, the Company shall provide or arrange
to provide Customer the benefits of any applicable warranties provided to the
Company for the Resiliency Service Assets.

Permitting and Interconnection Costs: SPS will manage all permitting,
interconnection agreement authorizations, and compliance associated with
Company-owned Resiliency Service Assets. Costs associated with permitting,
interconnection, and compliance for Resiliency Service Assets will be paid for by
Customers through the Resiliency Charges set forth in this tariff, unless otherwise
specified in the Customer Service Agreement.

Rate for Electric Service: Customers will be charged at the rates applicable to their
service for their metered usage.

Minimum Customer Contribution in Aid of Construction: Customers must pay a
minimum CIAC of 10 percent of the total cost of each Resiliency Service Asset and
may contribute up to 100 percent of the total cost of each Resiliency Service Asset.
The minimum CIAC may be waived if the credit of a Customer has been established
satisfactorily to SPS.

Program Charges: The following Resiliency Service Asset charges will apply for the
term specified in the Customer Service Agreement.

Stand Alone Back-Up Generator $ 80 per month

All Other Resiliency Projects $ 450 per month

REGIONAL VICE PRESIDENT RATES AND
REGULATORY AFFAIRS
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RESILIENCY SERVICE

Resiliency Charges per Month: A fixed monthly Resiliency Charge for each Company-
owned Resiliency Service Asset for the term specified in the Customer Service
Agreement, or as long as the Customer receives service from Resiliency Service
Permanent Assets.

Resiliency Charge = (C - CIAC)x1/12 + O&M

C = Capital Cost of Company-owned Resiliency Service Asset
CIAC = Customer Contribution in Aid of Construction in accordance with this tariff

I = Annual average carrying charges for the applicable Company-owned Resiliency
Service Asset

O&M = Monthly routine operation and maintenance in the Customer Service
Agreement

Annual Average Carrying Charges: Annual average carrying charges for each
Company-owned Resiliency Service Asset by asset type for 10-year Customer
Service Agreements, as listed in the following table:

FERC Carrying
Account Description Charge
363 Battery Energy Storage System 20.04%
multiple | On-site Generation 18.46%
multiple | Switching and Control Equipment 18.46%

* The Annual Average Carrying Charge will reflect the actual qualifying tax
treatments and will be described in the executed Customer Service Agreement
to reflect qualifying investment or production tax credits.

** Unless otherwise specified in the Customer Service Agreement, all Resiliency
Service Assets will have a 10-year Carrying Charge.

REGIONAL VICE PRESIDENT RATES AND
REGULATORY AFFAIRS
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Non-Routine O&M: The Customer will be invoiced separately for all O&M of
Company-owned Resiliency Service Assets not considered routine maintenance as
required by the Customer Service Agreement. Non-routine O&M shall consist of any
maintenance not defined as Routine O&M in the Customer Service Agreement.

Replacement Capital: In the event a Resiliency Service Asset fails or is damaged, of
which the cost is not under warranty, the Customer will be responsible for any
undepreciated value of the failed or damaged Resiliency Service Asset and the full
cost of replacement if the Customer elects to have the Asset replaced. Customers may
pay for the undepreciated value through a one-time payment, in which case their
Resiliency Charge will be lowered by the original cost or partial cost of the Resiliency
Service Asset times the original LARR. Alternatively, Customers may continue to
pay the original Resiliency Charge for the term of the Customer Service Agreement.
Customers may pay for replacement through a single upfront Customer Contribution
in Aid of Construction, as an increased Resiliency Charge for the term of the original
Customer Service Agreement, or Customers may sign a new Customer Service
Agreement for the replacement asset.

Transfer of Asset Ownership: After the term or termination of a Customer Service
Agreement, ownership of Resiliency Service Asset(s) will be transferred to the
Customer or retained by the Company as specified below. After the term or
termination of a Customer Service Agreement and pursuant to the terms of the
customer Service Agreement, Company shall transfer ownership to the Customer.

Additional Customer Service Agreements: Before ownership is transferred to the
Customer, the Customer is required to pay the Company for any undepreciated value
plus all removal net of salvage, retirement, and decommissioning costs borne by the
Company for each Resiliency Service Asset prior to the title being transferred to the
Customer. If Customer wishes to continue Company ownership of a Resiliency
Service Asset after conclusion of the term or termination of a Customer Service
Agreement, a new Customer Service Agreement must be signed by the Customer in
accordance with this tariff. Upon the term or termination of a Customer Service
Agreement, Customer may sign a new Customer Service Agreement for the Company
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Additional Customer Service Agreements: (cont.)

to perform operation and maintenance of Resiliency Service Assets that have been
transferred to the Customer.

Multiple Premise Provision: Multiple premises of the same Customer account may
participate in the Program as a single Customer at the Company’s discretion. The
multiple premises together must qualify for a single rate for service provided by SPS
and must be served through a single meter. In cases where multiple premises
participate in this program, the Customer will be billed as a single Customer from the
required single meter according to the applicable rate.

Customers with multiple premises that wish to participate in this Program are
responsible for the cost of distribution and service modifications to take service from
a single meter under the Multiple Premise Provision as an upfront Customer
Contribution in Aid of Construction. When applicable, new or upgrading Customers
will receive an Allowance according to Section 5 - Extension Rules of the Company’s
Rules and Regulations (Ex-1) based on the estimated load at the single metering point
based on the rate at which the single metering point is billed regardless of the actual
voltage of the single meter.

Existing premise metering points may remain in place or new premise metering
points may be added at the Customer’s request to provide premise-level consumption
information to the Customer. Each non-revenue meter point will be assessed a
monthly Meter Charge of $5.00.

All Generation Assets and Battery Energy Storage Systems will require dedicated
metering points. Each non-revenue meter point will be assessed a monthly Meter
Charge of $5.00.
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Terms and Conditions of Service:

Prior to entering into a Customer Service Agreement under this Tariff, Company may require
Customer to enter into a Design and Engineering Agreement with the Company. Customer
shall be required to pay no more than 10 percent of the estimated cost of the planned
Resiliency Service Assets as a condition of entering into the Design and Engineering
Agreement. The Design and Engineering payment will be considered a CIAC if the
Resiliency Service Assets are constructed. If the Resiliency Service Assets are not
constructed, the Customer is responsible for actual Design and Engineering costs that exceed
the initial payment and will be refunded if actual Design and Engineering costs do not exceed
the initial payment. Any and all work relating to a Design and Engineering Agreement will
at all times remain the proprietary property of the Company.

The Company will manage all permitting and compliance associated with Company-owned
Resiliency Service Assets. Costs associated with permitting and compliance for Resiliency
Service Assets will be paid for by the Customer through the Resiliency Charges set forth in
this tariff unless otherwise specified in the Customer Service Agreement.

If, in the Company’s sole judgement, the Company needs an easement over the Customer’s
property in order to furnish resiliency services to the Customer, the Customer shall provide
the Company with an easement at no expense to the Company. If, in the Company’s sole
judgement, the Company needs an easement or easements over property not owned by
Customer in order to furnish service to the Customer, the Customer shall obtain the
easement(s) at no expense to the Company. At the option of the Company, periodic fees
associated with easements, crossing permits, licenses, etc., may be equitably assessed and
billed to the Customer(s) who benefit from such easements, crossing permits, licenses, and
other comparable charges or fees.
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4. The Company and Customer shall only enter into a Customer Service Agreement to install,
operate and maintain Resiliency Service Assets upon mutual agreement of the parties.
Neither Customer nor Company may compel the other to enter into a Customer Service
Agreement under this tariff, and the Company shall have sole discretion to decline to provide
any requested Resiliency Service Assets to any Customers under this tariff.

5. All wiring and equipment on the Customer’s side of the point of connection shall be
furnished, installed, and maintained at the Customer’s expense in a manner approved by the
public authorities having jurisdiction over the same and in accordance with the Company’s
requirements. Any inspection of the Customer’s wiring and equipment by the Company is
for the purpose of avoiding unnecessary interruptions of service to its Customers or damage
to its property and for no other purpose, and shall not be construed to impose any liability on
the Company, to the Customer, or any other person by reason thereof, and the Company shall
not be liability or responsible for any loss, injury, or damage which may result from the use
of, or defects in, the Customer’s wiring or equipment. The Company may, however, at any
time require the Customer to make such changes in their equipment or use thereof, as may
be necessary to eliminate any hazardous condition or any injurious effect which the operation
of Customer’s equipment may have on the Company’s employees, equipment, or service.
The transformers, service connections, meters, and appurtenances used in furnishing electric
service to the Customer including the Resiliency Service Assets, have a definite capacity,
and therefore no material increase in load or equipment shall be made without first making
arrangements with the Company for additional electric supply.

6. At the Company’s sole discretion, in order to ensure safe and effective operation of
Resiliency Service Assets, participation in this Program shall be conditioned upon Customer
granting Company all rights necessary to control any Generation Asset or Battery Energy
Storage System owned by Customer that is located behind the Customer’s single meter and
connected in parallel with Resiliency Service Assets owned by Company behind the
Customer’s single meter, and Company may require additional protective equipment to be
installed at Customer’s expense in order to integrate Customer-owned assets with Company-
owned assets behind the Customer’s single meter under this tariff.
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7. All Resiliency Service Assets must adhere to the Company’s existing rules and regulations,
tariffs, and policies, unless otherwise required by this tariff, and must meet the Company’s
safety, power quality, and other electrical standards as determined by the Company.

8. All Customer-owned assets and facilities interconnected to the Company’s distribution assets
and facilities shall be the responsibility of the Customer and subject to engineering plan
approval by the Company during the project Design and Engineering process.

9. After Resiliency Service Assets are installed at a Customer’s premise, the Customer may not
modify or interconnect additional generation, storage, or equipment without consulting the
Company who may require the competition of addition design and engineering studies at the
Customer’s cost prior to any modifications.

Effective Date: March 15, 2021
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