BEFORE THE GUAM PUBLIC UTILITIES COMMISSION

GUAM POWER AUTHORITY
LEVELIZED ENERGY ADJUSTMENT GPA DOCKET 15-15
CLAUSE [LEAC]

ORDER

In accordance with the protocol established by Guam Public Utilities Commission
[PUC] Order dated January 29, 1996, as amended by Order dated March 14, 2002, Guam
Power Authority [GPA] transmitted its LEAC Filing, dated June 15, 2015, to the PUC.!
GPA requested that the Levelized Energy Adjustment Clause Factor [“LEAC”], for the
six-month period commencing August 1, 2015, be increased from $0.102054/kWh to
$0.115688/kWh effective for meters read on or after August 1, 2015.2 This increase in
the LEAC factor would represent a 6.80% increase in the total bill or a $13.63 increase
for a residential customer utilizing an average of 1,000 kilowatt hours per month.3

The stated basis for the LEAC filing is a continuing increase in worldwide fuel prices.
GPA believes that the market will remain within the $60-70bbl range during the
period.? In recent LEAC periods there had previously been a substantial decrease in the
fuel prices and a reduction in the LEAC factor.

On May 26, 2015, the Guam Consolidated Commission on Utilities, in Resolution No.
2015-31, authorized GPA Management to Petition the PUC for an increase in the LEAC
for the period of August 1, 2015, through January 31, 2016, as set forth in GPA’s
Petition.® The CCU indicated that the market price of fuel in the current LEAC period,
originally projected to be $60.94/bbl for the six-month period ending July 31, 2015, was
currently projected to be $65.55/bbl. The projected price for the period ending January
31, 2016, is $68.60/bbl.”

In certain Questions to GPA , Set 1, 1-2, dated June 15, 2015, the PUC’s Consultant,
Slater, Nakamura & Co. LLC [hereinafter “Slater”] requested that GPA provide a July 6,
2015 version of Morgan Stanley’s “ Asia Noon Call.”

; GPA LEAC Filing, GPA Docket 15-135, filed June 15, 2015, at p. 1.
Id.

*1d.

*1d.

* PUC Ratification Order, GPA Docket 14-12, filed December 1, 2014; see also PUC Order, GPA Docket
15-08, dated January 29, 2015.

j CCU Resolution No. 2015-31, adopted May 26, 2015.
Id.
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The purpose of Slater’s request was to update the fuel prices used for the LEAC factor
calculation. On July 11, 2015, Slater submitted its Review of the Proposed LEAC
Adjustment.?

Slater decided not to utilize the July 6, 2015, Morgan Stanley fuel estimates, but instead
selected the June 30, 2015, Morgan Stanley forecast, in setting the LEAC factor.® The
stated reason for relying upon the June 30 MS forecast was: “We also observed a
precipitous drop (of 8.93%) in the price of RFO settlements in Singapore from June 30
through July 6 in four trading sessions. Similarly, between June 30 and July 6, Morgan
Stanley reflected that price drop as if it would have a lasting impact on prices through
the first quarter of 2016. Slater Nakamura is unable to test whether a nearly 9% price
drop - occurring during a short week in the midst of a nearly 9% price drop - occurring
during a short week in the midst of a holiday period marked by turmoil in securities
markets due to events in Greece and China - could reasonably be expected to continue
for the entire period when the revised LEAC factor would be in effect.

Given our inability to predict whether fuel markets will continue to reflect current
conditions, we decided to rely upon the June 30 Morgan Stanley forecast in setting the
LEAC factor.” (Emphasis added).

Use of the June 30, 2015, Morgan Stanley fuel estimate would result in a LEAC factor of
$0.10849; this represents an increase of $6.10 per month, or 3.04%, in the total bill for a
residential customer using an average of 1,000 kilowatt hours per month.1 However,
use of the July 6, 2015, Morgan Stanley fuel estimate results in a LEAC factor of
$0.104871, an increase of $2.80 per month, or 1.4%, in the total bill for a residential
customer using an average of 1,000 kilowatt hours per month.1* A true and correct copy
of GPA’s Calculation of Proposed LEAC Rate is attached hereto as Exhibit “1”.

The issue squarely presented in this proceeding is which date for the Morgan Stanley
fuel forecast should be used to determine the LEAC factor for the next LEAC period.

% Slater, Nakamura & Co. Report on the Review of the Proposed Levelized Energy Adjustment Clause, GPA Docket
15-05, dated July 11, 2015.

°1d. atp. 11.

14, at p. 2.

"'"GPA CFO Cora Montellano, Calculation of Proposed LEAC Rate, submitted July 13, 2015.
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DETERMINATIONS

In LEAC dockets, the PUC has historically used the Morgan Stanley fuel
forecasts to determine the appropriate cost of fuel for determining the LEAC
factor for the forecast period. In this case, GPA used the Morgan Stanley fuel
forecast for May 25, 2015 in its Petition, which was filed June 15, 2015. Use of
such forecast would result in a 6.8% increase in the total bill or a $13.63 increase
for a residential customer utilizing an average of 1,000 kilowatt hours per month.

In reviewing GPA LEAC Petitions, it has been customary for PUC Consultants to
obtain an updated Morgan Stanley fuel forecast on a date within a few weeks
before the PUC hearing at which the LEAC Petition will be considered. There is
no specific rule as to which date should be selected. The Consultant designates a
date, and the Morgan Stanley estimated fuel price forecast for that date is used in
determining the fuel factor.

Here PUC Consultant Slater designated a date for the updated Morgan Stanley
fuel price forecast, July 6, 2015, but then determined it would not use the July
forecast because the June 30 forecast was “more reliable.” A determination of the
relative “reliability” of fuel price forecasts for different dates is difficult, if not
impossible. Fuel prices are normally volatile. A forecastis merely an estimate.

The reliability of fuel prices for the next six month period cannot be predicted
with certainty. The date of a particular Morgan Stanley fuel price forecast is a
snapshot in time. If the fuel price forecast on a particular date later turns out to
have been inaccurate, there are protections built into the LEAC process. GPA
can petition the PUC for an interim LEAC factor if it has a $2M over or under
recovery during a particular LEAC period. Furthermore, fuel price forecasts are
always updated and reconciled in the next LEAC proceeding.

There are no specific facts or evidence showing that the June 30 forecast is “more
reliable” than the July 6 forecast.

Slater itself points out that, based upon the drop in fuel prices between June 30
and July 6, Morgan Stanley reflected that price drop as if it would have a lasting
impact on prices through the first quarter of 2016. Morgan Stanley indicated that
the price drop would have a lasting impact on fuel prices. Slater does not
counter the Morgan Stanley reflection that the drop in fuel prices will be




Order
LEAC

GPA Docket 15-15
July 16, 2015

T

11.

“lasting.” Slater only states that it was “unable to test whether a nearly 9% price
drop could reasonably be expected to continue for the entire LEAC period.”

There is an additional reason to believe that the July 6, 2015, Morgan Stanley
forecast should be utilized. The LEAC factors for July 6, July 8, July 10, and July
13, based upon the updated Morgan Stanley fuel forecasts, range between
$0.101352 and $0.104871. Each of the Morgan Stanley forecasts indicate fuel
pricing for Number 6 (HSFO/LSFO) and number 2 (Diesel) that are far below the
Morgan Stanley pricing for May 25 and June 30.12

The original justification offered by GPA for a 6.8% increase in the LEAC factor
was the “continuing increase in worldwide fuel prices.” GPA based its request
upon the May 25 Morgan Stanley estimate that the average cost of fuel would be
$68.60, effective August 1, 2015. However, the more recent Morgan Stanley
estimate, i.e. the July 6 estimate, indicates that fuel prices are in fact decreasing.
It is now estimated that, effective August 1, 2015, the average price of fuel per
barrel will be $64.15.

The Morgan Stanley July 13th estimate continues to show a decrease in the
average price of fuel, to $63.66 per barrel.13

The Commission should therefore adopt the LEAC factor based upon the
Morgan Stanley Fuel price forecast of July 6, 2015. Furthermore, it is reasonable
and prudent to adopt the LEAC factors as set forth in GPA Revised Schedule 1,
attached hereto as Exhibit “2”.

This change represents a 1.4% increase in the total bill (rather than the 6.8%
requested by GPA or the 3.04% increase suggested by Slater). There will be an
increase of $2.82 in the total bill for a residential customer using an average of
1,000 kilowatt hours per month.

ORDERING PROVISIONS

After carefully reviewing the record in this proceeding, having considered the LEAC
Filings of GPA and the Report of Slater, Nakamura & Co. LLC, and after discussion at a
duly noticed public meeting held on July 16, 2015, for good cause shown and on motion

214,

BGPA CFO Cora Montellano, Calculation of Proposed LEAC Rate, submitted July 13, 2015.



Order

LEAC

GPA Docket 15-15
July 16, 2015

duly made, seconded and carried by affirmative vote of the undersigned
Commissioners, the Guam Public Utilities Commission hereby ORDERS that:

1. The current singular LEAC factors are hereby adjusted effective August 1, 2015, as
shown in the following table:

LEAC

Delivery Classification $ per kWh
Secondary - $0.104871
Primary - 13.8 KV $0.101512
Primary - 34.5 KV $0.101202
Transmission - 115 KV $0.099877

This change represents a 1.4% increase in the total bill for a residential customer
utilizing an average of 1,000 kilowatt hours per month ($2.82 per month).

2. GPA should file for a change in the LEAC factors to be effective
February 1, 2016 on or before December 15, 2015.

3. Asrequested by GPA, the current Working Capital Fund Surcharge of
$0.00466/kWh for civilian customers and $110,374.00/ month for the Navy shall
remain in effect. This Surcharge is for the payment of debt service on the
replenishment of the WCF from bond funds.

4. GPA is ordered to pay the Commission’s regulatory fees and expenses, including,
without limitation, consulting and counsel fees and the fees and expenses of
conducting the hearing proceedings. Assessment of PUC’s regulatory fees and
expenses is authorized pursuant to 12 GCA §§12002(b) and 12024(b), and Rule 40 of
the Rules of Practice and Procedure before the Public Utilities Commission.

Dated this 16th day of July, 2015.

19 P

]effregr d.Johnson Rowefia/E. Perez
Chairman Co ssioner
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T
]osep . McDonald
Commissioner

(QMAA

Peter Montinola
Commissioner

Andrew L.
Commissioner

Michael A. Pangelinan
Commissioner

Filomena M. Cantoria
Commissioner



GPA
Proposed LEAC Rate

1 Average Price per Bbl

2 Number 6 (HSFO/LSFQ)
3 Number 2 (Diesel)

4 Renewable (Solar)

5 TOTAL COST
6 Handling Costs

7 Total Current Fuel Expense

8 Civilian Allocation

9 LEAC Current Fuel Expense
10 Deferred Fuel Expense

11 Total LEAC Expense
12 Less: Trans. Level Costs

13 Distribution Level Costs
14 Add: Over recovery at the end of the period

15 Adjusted Distribution Level Costs
16 Distribution Level Sales (mWh)

17 LEAC Factor Distribution

18 Current LEAC Factor Distribution
19 Increase/(Decrease)

20 Monthly Increase/(Decrease) - 1000 kWh
21 % Increase/(Decrease) in LEAC
22 % Increase/(Decrease) in Total Bill
23 Discount (3%) - Primary 13.8 KV
24 Discount (4%) - 34.5 KV

25 Discount (5%) - 115 KV

Revised Updated 6/30/15 | Updated 7/06/15
Proposed Proposed Proposed
Eff 8/01/2015 | Eff 8/01/2015 Eff 8/01/2015

$ 68.60 | $ 65.63 | S 64.15

$ 80,047 | $ 76,577 | $ 74,846

5,566 5,253 5,165

2,291 2,291 2,291

$ 87,904 | $ 84,121 1% 82,302

3,364 2,482 1,814

$ 91,268 | $ 86,603 | $ 84,116

77.89% 77.89% 77.89%

$ 71,090 | $ 67,456 | $ 65,519

(1,472) (2,657) (2,684)

$ 69,617 | $ 64,799 | $ 62,835

(4,288) (4,008) (3,887)

$ 65,330 | $ 60,791 | $ 58,949

$ -18 -13 -

$ 65,330 [ $ 60,791 ] $ 58,949

564,706 562,104 562,104

~oatsess|  odostee| odoss7t

0.102054 0.102054 0.102054

0.013634 0.006095 0.002817

$ 13.63 | $ 6.10 | $ 2.82

13.4% 6.0% 2.8%

6.8% 3.0% 1.4%

. 0.111983|  0.104685|  0.101512

0.111641 | 0.104365 |
_o.d10180f  0.102999 |

EXHIBIT 1



O |

Updated 7/8/15| Updated 7/10/15| Updated 7/13/15 | Updated 7/15/15
Proposed Proposed Proposed Proposed
Eff 8/01/2015 Eff 8/01/2015 Eff 8/01/2015 Eff 8/01/2015
S 63.15| S 64.12 | $ 63.66 | $ 64.09
$ 73,685 $ 74,814 | $ 74284 | $ 74,782

4,929 5,056 4,977 4,997
2,291 2,291 2,291 2,291
$ 80,906 | $ 82,161 $ 81,5531 % 82,071
569 1,603 1,091 1,586
$ 81,474 | $ 83,764 | $ 82,644 | $ 83,657
77.89% 77.89% 77.89% 77.89%
$ 63,461 $ 65,244 | $ 64,372 | $ 65,161
(2,734) (2,734) (2,725) (2,724)
$ 60,727 | $ 62,5101 8 61647 | $ 62,437
(3,756) (3,867) (3,813) (3,862)
$ 56,970 | $ 58,643 | $ 57,834 | § 58,575
$ -19$ -19% -19% -
$ 56,970 | $ 58,643 | % 57,8341 $ 58,575
562,104 562,104 562,104 562,104
[ 0H01352] 0104328  0.102888 - 0.104206 |
0.102054 0.10205 0.102054 0.102054
(0.000702) 0.002275 0.000834 0.002153
S (0.70)} $ 227 | S 0.83 ]S
-0.7% 2.2% 0.8%
-0.4% 1.1% 4%
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GUAM POWER AUTHORITY Schedule 1
Fuel Clause Reconciliation
FY 15 FY 16
Start Date Total FY 15 Total FY 16 Navy Navy
Total Sales 1,539,305 ,528,985 1,196,229 1,188,508 343,076 340,477
Daily Sales 4,217 3,277 3,256 940 933
Plant Use 5.55% 5.55% 181.74 180.57 52.12 51.73
Transmission Loss 0.27% 0.27% 8.97 8.91 = -
Transmission Loss Above 13.8kV 2.00% 2,00% - - 18.76 18.62
Distribution Loss 2.76% 2.76% 90.58 89.99 = =
Company Use 0.31% 0.31% 10.16 10.10 2.91 2.89
Total Daily Demand 3,568.79 3,545.75 1,013.73 1,006.05
% To
Month Aug-15 Sep-15 QOct-15 Nov-15 Dec-15 Jan-16 TOTALS Total
Days 31 30 31 30 31 31
Forecast Forecast Forecast Forecast Forecast Forecast
Required Generation-Civilian 110,632 107,064 109,918 106,373 109,918 109,918 653,823 77.891%
Required Generation-Navy 31,426 30,412 31,188 30,182 31,188 31,188 185,582 22.108%
TOTAL REQUIRED GENERATION 142,058 137,476 141,106 136,554 141,106 141,106 839,405
Number 6 (HSFO/LSFO) $ 13,112,482 $ 12,506,580 $ 13,376,264 S 11,807,993 $ 11,983,741 $ 12,059,505 $ 74,846,565 Schedule 2 $ (1,052,559)
Number 2 (GPA) 1,625,071 1,361,136 374,764 381,499 726,448 695,961 5,164,880 Schedule 3
Renewables a ] 607,478 638,509 493,310 552,065 2,291,363 Schedule 4
TOTAL COST $ 14,737,553 $ 13,867,716 $ 14,358,506 5 12,828,002 $ 13,203,500 $ 13,307,532 $ 82,302,808
Handling Costs 314,820 315,209 295,767 295,854 295,921 296,683 1,814,254 Schedule 5 (2,321,653)
TOTAL EXPENSE $ 15,052,373 5 14,182,925 $ 14,654,273 $ 13,123,855 $ 13,499,421 $ 13,604,215 S 84,117,062 H (1,082,848)
Calcula
Sales-Ci 101,598 98,320 100,942 97,686 100,942 100,942 600,428
Sales-At Transmission Level 6,457 6,249 6,457 5,249 6,457 6,457 38,325
Sales @ 13.8 kv 95,141 92,072 94,485 91,437 94,485 94,485 562,104
Fuel Cost Recovery @ 13.8 kV $104.872 $ 9,977,637 $ 9655777 § 9,908,864 $ 9,589,223 § 9,908,864 $ 9,908,864 S 58,949,230
Fuel Cost Recovery @ "Transmission" 654,856 633,732 654,856 633,732 654,856 654,856 3,886,889
Total Recovery $ 10,632,493 § 10,289,509 §$ 10,563,721 $ 10,222,955 $ 10,563,721 $ 10,563,721 $ 62,836,119
n Costs (Total Expense x %) 77.891% $ 11,724,481 $ 11,047,257 $ 11,414,396 $ 10,222,335 $ 514,868 $ 10,596,493 $ 65,519,830
Deferred Fuel Amort. 0
Under/(Over) $ 1,091,988 § 757,748 $ 850,675 $ (621) $ (48,853) $ 32,772 $ 2,683,711
Estimated Under/(Over)
Net Recovery Under/(Over)
s 104.6521 Proposed Rate Without Discount
Proposed Fuel Cost Recovery
Opening Recovery Balance-January 31, 2015 $ (2,683,711) $§ (1,591,722) § (833,974) § 16,701 § 16,081 S (32,772)
Under/(Over) 1,091,988 757,748 850,675 (621) 48,853) 32,772 2,683,711 0.004524137
Closing Recovery Balance $ (1,591,722) § 833,974) § 16,701 $ 16,081 § (32,772) § 0 (2,683,711) Decrease/(Increase) in Deferred Fuel
Updated
Bills Computed at 1000 kWh/month Current Current Rate to Increase Adjusted LEAC Rate: Effective Effective
Rates ! Bill fully recover (Decrease) Customer Aug-15 Feb-15
Customer Charge $/month S 13.00 § 13.00 § 13.00 § - Secondary - 13.8 KV 5 0.104872 $ 0.102054
Non Fuel Energy Charges {$/Kwh) Primary - 13.8 KV s 0.101513 $ 0.098105 96.80%
Lifeline Usage (500 Kwh) § 0.0629 § 3146 5 3146 S - 385KV $ 0.101202 $ 0.097741 96,50%
Non Lifeline Usage $ 00839 % 4493 § 4493 § - 115 KV s 0099878 § 0.096190 95.24%
WaterWell Charge
Lifeline Usage {500 Kwh) 0.00000 $ - S - $ -
Non Lifeline Usage 0.00279 $ 140 § 140 § -
Insurance Charge 0.0029 $ 290 $ 290 § -
'WCF Surcharge 0.00466 S 466 S 466 $ -
Roll Back Credit (RBC) 03 s g R 5
Fuel Recovery Charge 5 10205 | $ 10487 $ 2.82
TOTAL Bill $ 20040 S 203.22 $ 2.82
Increase (Decrease) From Current Bill s 2.82
Percent Increase (Decrease) 1.41%
Increase (Decrease) From Current Leac Factor s 2.82
Percent Increase (Decrease) 2.76%

C:\Guam\GPAILEACs\Mar02ILEAC Aug 15 thru Jan 16 version3_VvAEF (MS 07062015)

EXHIBIT 2



