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I INTRODUCTION

PLEASE STATE YOUR NAME.

My name is Mark E. Garrett.

ARE YOU THE SAME MARK E. GARRETT WHO PREVIOUSLY FILED
TESTIMONY ON BEHALF OF MICROSOFT! IN THIS PROCEEDING?

Yes.

WHAT MATERIALS HAVE YOU REVIEWED IN PREPARING THIS
TESTIMONY?

In preparing this testimony, I reviewed:

e The Supplemental Direct Testimonies of Kimberly Burakowski, Adam Danise, and
Anne-Marie Preisach on behalf of Commission Staff;

e The Responsive and Supplemental Direct Testimonies of Justin Bieber on behalf
of ADS; Therese Kerfoot on behalf of EdgeCore; Dennis Bartlett on behalf of Fleet;
Carolyn Berry on behalf of Google; Wes Swenson on behalf of Novva; Paul
Augustine on behalf of Prologis; and Jaime McGovern on behalf of Walmart Inc.
(“Walmart™);

e The letter in response to Procedural Order No. 4 filed by BCP; and

o The Rebuttal Testimonies of Shawn Elicegui, Misha Pascal, Samantha Prest, and
Janet Wells on behalf of NV Energy related to large-load tariff/agreement issues.

PLEASE BRIEFLY DESCRIBE THE PURPOSE OF YOUR TESTIMONY.

The purpose of my testimony is to comment on other parties’ testimony regarding large-
load tariff/agreement proposals and to provide to the Commission my recommendations

for next steps.

The acronyms defined in my direct and responsive and supplemental direct testimony have the same meaning
in this testimony.
1
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1L COMMENTS RESPONSIVE TO LARGE-LOAD TARIFF/AGREEMENT
TESTIMONY

Q. PLEASE PROVIDE AN OVERVIEW OF YOUR RESPONSE TO TESTIMONY
RELATED TO LARGE-LOAD TARIFF/AGREEMENT ISSUES.

A. Once again, I was struck by the similarities among the majority of the parties commenting
in this proceeding. Most parties continue to express concern about provisions of the
LLESA, including their lack of clarity, and to demonstrate the need to consider alternative
ways of identifying, tracking and assigning cost recovery responsibility and determining
service obligations for large-load customers’ loads. Staff and other parties continue to
advocate for further Commission proceedings with respect to large-load tariff
development. NV Energy itself “recognize[d] that a tariff schedule may ultimately provide
a standardized vehicle for large-load service and that further investigation may be useful
as market conditions, technologies, customer-supplied options, and Commission policy
develop.”? The table below lists the large-load tariff/agreement items on which I saw a

high degree of overlap.

Items

Testimony Reference

There are significant concerns and questions with
multiple aspects of the LLESA, including whether
the LLESA sufficiently protects ratepayers,
appropriately ~ ensures  service, 1S  non-
discriminatory, and avoids duplication of costs.

Burakowski (Staff), pp. 1-3;
Danise (Staff), p. 2; Preisach
(Staff), p. 2; Bartlett (Fleet), pp.
3-5, 22; Berry (Google), pp. 3—
16; Swenson (Novva), pp. 2-3,
10; Augustine (Prologis), pp. 12—
15; BCP Letter, pp. 1-2.

The Commission should approve a new large-load
tariff for large-load customers.

Burakowski (Staff), p. 1; Danise
(Staff), p. 2; Preisach (Staff), p. 2;
Bartlett (Fleet), pp. 23—-24; Berry
(Google), pp. 3-6; Swenson
(Novva), p. 10; Augustine
(Prologis), pp. 16-19; BCP
Letter, p. 2.

2

NV Energy, Wells-Rebuttal at 8.
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Some “bridge” may need to be considered to get | Bartlett (Fleet), pp. 14—15; Berry

from where things stand now to a new large-load | (Google), p. 5; Swenson (Novva),
customer tariff. pp. 8-9; Augustine (Prologis), pp.
14-15, 23-25; BCP Letter, p. 2.

DO YOU HAVE ANY COMMENTS WITH RESPECT TO STAFF’S
SUPPLEMENTAL DIRECT TESTIMONY REGARDING PROCEDURAL
ORDER NO. 4?

Yes. Notwithstanding the fact that Staff complied with Procedural Order No. 4 and
identified possible changes that could be made to the LLESA form, Staff continues to
reiterate that the Commission should deny NV Energy’s proposed form LLESA and open
an investigation to establish a ratepayer protection mechanism.> Staff’s insistence that
the LLESA should not be approved even with the changes Staff identified makes clear
that the alternative provisions proffered by Staff in response to the directive in Procedural
Order No. 4 should not be interpreted as changing Staft’s position that the form LLESA
is not fit for approval.

Moreover, implementing the alternative provisions Staff provided in response to
Procedural Order No. 4 is simply not necessary for the Commission to keep moving the
IRP proceeding forward. In my October 2™ testimony, I noted that if the Commission
believes that it needs something like the LLESA to serve as a “bridge” to a ratepayer
protection mechanism, the Commission could approve the LLESA form in concept just
as evidence of each large-load customer’s commitment to the load levels contained

therein and to financial responsibility for the costs necessary to serve those load levels.*

3

4

See, Staff, Burakowski-Supplemental Direct at 1; Staff, Danise-Supplemental Direct at 2; Staff, Preisach-
Supplemental Direct at 2.
Microsoft, Garrett-Supplemental Direct at 17-18.

3
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Remaining details can be addressed in a subsequent proceeding dedicated to the topic. 1
continue to hold this view.

Staff also noted that they appreciate the RPT proposal and believe there is merit in
it, and Staff expressed concern about the ability to practically implement the RPT in a
short time period.> 1appreciate Staff’s comments, and it is important to note that there is
time to address these issues. Based on NV Energy’s filings, the resources identified in
the IRP to serve large-load customers are not expected to be operational until June 2030
at the earliest.® This means there is time to finalize RPT review and analysis and make it
available for use by large-load customers.

DOES THE TESTIMONY YOU REVIEWED REVEAL SOME CONFUSION
WITH RESPECT TO ASPECTS OF THE RPT?

Yes. NV Energy’s testimony states, “[p]ooling loads and resources permits the Companies
to evaluate changes across customers, available system capability, timing, and resource
commitments, rather than linking each customer to an asset-specific resource in the
manner contemplated by Microsoft’s proposed tariff”’ Similarly, Google’s testimony
noted that, “[t]he [RPT] would directly assign the costs of sole use facilities and assets
entirely to the large load customer ...."%

The idea that the RPT’s direct assignment of costs is associated with specific or

sole use of assets is incorrect. Indeed, a key element of the RPT is that it recovers costs of

assets which are integrated into NV Energy’s system.

Staff, Preisach-Supplemental Direct at 11.

See, e.g., Staff, Danise-Supplemental Direct, Attachment AED-1 at 1 (NV Energy response to Staff DR 91,
identifying June 2030, June 2031, and June 2032 in-service dates for the proposed Fort Churchill thermal
generation additions).

NV Energy, Wells-Rebuttal at 32 (emphasis added).

Google, Berry-Supplemental Direct at 16 (emphasis added).

4
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The RPT relies upon NV Energy’s existing system planning processes and system
operations as the mechanisms that ensure reliable service to all NV Energy customers,
including new or expanding large-load customers. The cost assignment provisions in the
RPT are not indicative of direct resource assignment. In fact, the way the RPT maintains
a whole system approach for service but segregates costs for new assets is one of the key
reasons why I believe the RPT is the most ratepayer protective mechanism in this
proceeding.

HOW DOES THE RPT PROVIDE BETTER RATEPAYER PROTECTION THAN
NV ENERGY’S PROPOSED EMBEDDED COST RATE DESIGN APPROACH?

Currently, NV Energy’s customers pay for the Company’s system that exists today through
embedded cost rate design applied across all assets in the system. In other words, under
NV Energy’s current approach, no customer can verify that they pay rates based upon the
costs they impose on the system, because NV Energy does not identify and track costs
based upon specific assets. This is not unique to NV Energy or Nevada, and it has not
necessarily been a serious flaw in the past when it may have made sense to “dump” clusters
of costs into revenue requirement “buckets” that approximated the costs of serving large
groups of similarly situated customers who only gradually increased their demands on NV
Energy’s system.

However, this approach is not well suited to the current situation, in which NV
Energy’s system will need to be expanded quickly with many new assets as new large loads
are added. Rather than continuing to use the existing methodology of including the costs
for all assets in the company’s revenue requirement and then divvying them up among NV
Energy’s various customer classes, the RPT seeks a more granular approach for

identifying, tracking, and assigning large-load customer costs in recognition of the “step
5
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change” in the volume and pace of resources’” NV Energy needs based on large-load
applications.

That is, the RPT starts from the premise that extra care, attention, and transparency
is needed at the outset to ensure that NV Energy’s body of ratepayers do not pay for, i.e.
do not subsidize, any assets that would not be included in NV Energy’s system today “but
for” the existence of large-load customers. As years of hotly contested cost-allocation
phases of GRC proceedings have shown, it is impossible to perfectly assign system costs
to those that cause them between one set of customers and another if those costs are not
identified at the outset and tracked through the life of the assets. 1 do not believe that
simply designating large-load customers as a class will solve that persistent difficulty,
especially when costs to serve any one specific large-load customer can vary drastically
from the cost of serving another large-load customer.

All that is known and verifiable today is what NV Energy’s system looks like in
the present moment, prior to the arrival of the “step change” in new large-loads, and the
accompanying resources needed to serve them. Rather than leaving allocation of system
costs up for debate with varying minimum demand and energy requirements and other
complicated calculations that do not clearly demonstrate cost causers are paying for costs
they cause, the RPT seeks to address the issue clearly at the outset, before any new asset
comes into NV Energy’s system.

However, identifying, tracking, and allocating asset costs is not intended to change
the way NV Energy uses its system to serve its customer base as a whole. If a large-load

customer brings a new resource to the system, or if NV Energy procures or constructs a

9

NV Energy, Wells-Rebuttal at 31.
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new resource for large-load customers, NV Energy must include those resources in its IRP
processes to determine whether it has sufficient resources, collectively, to reliably serve its
entire customer base, including reserve margin.

The RPT addresses Staff’s concern that no costs should “bleed”!® to other
customers by specifying that no cost of a new Customer-Caused Asset will be paid for by
non-large-load customers unless and until the Commission affirmatively decides that non-
large-load customers will benefit from use of that asset. Many of Staff’s conditions on
near-term approval of the LLESA as a bridge mechanism appear intended to ensure there
is no cost shifting between large-load customers and non-large-load customers, including
in day-to-day operations.!! The RPT accomplishes this objective for new assets by
requiring NV Energy to identify, track, and allocate costs of new assets caused by a large-
load customer. Embedded service costs can be analyzed in a separate proceeding to
determine the components that are providing benefit to new large-load customers, without
“double charging” those customers for costs they pay through the RPT.!? Consequently, I
believe that, among the options discussed in this proceeding, the RPT best protects all
customers from inappropriate cost shifting.

DO YOU HAVE ANY COMMENTS WITH RESPECT TO THE TESTIMONY
FILED REGARDING MINIMUM DEMAND AND ENERGY PROVISIONS?

Yes. I found the parties’ positions with respect to proposed minimum demand and energy
provisions to be illuminating as they relate to the framework the Commission should use

for a new ratepayer protection mechanism. With respect to positions on a proposed

10
11

12

Staff, Preisach-Supplemental Direct at 2, 4.

See, e.g., Staff, Burakowski-Supplemental Direct at 2 (requiring reconciliations and recalculations of the
Long-Term Energy Rate in the LLESA).

See, Microsoft, Garrett-Direct at 23.
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minimum demand charge, the various percentages proposed were zero percent,'® 60

t14 t16 t17

percent rising to 85 percent,'* 70 to 80 percent,'> 80 percent,'® and 90 percent.!” The very
range of these percentages casts substantial doubt upon whether it could be just and
reasonable to rely upon a minimum demand percentage as a useful measure for ensuring
recovery of costs caused.

NV Energy’s statement of support for its proposed 90 percent level was “[a] 90
percent minimum produces more consistent and predictable revenue from customers
whose requested ramps drive resource commitments,” than the other options.!® This is one
of the fundamental concerns with the minimum demand concept—it creates consistent and
predictable revenue for the utility while obscuring whether costs are actually being
recovered from, and only from, the individual large-load customer that caused them. In
addition, the inability to distinguish the cost-causation impact between the varying
percentages is concerning. NV Energy noted that “a customer whose load materializes in
magnitude and timing closer to its forecasted request would be penalized if lower
minimums were approved because the lower billing determinants would require a higher
rate to provide the necessary CIAC receipts, and that customer would pay the higher rate

on actual demand above the reduced minimum.”!® That in conjunction with the fact that

customers are allowed to reduce their maximum demand levels® provides no comfort that

13
14
15
16
17
18
19
20

Microsoft, Garrett-Direct at 4-5; PowerHouse Reno, McCausland-Direct at 17-18.
BCP, Morton-Direct at 32, Exhibit PAM-9 at 3.
Google, Berry-Direct at 13.
Prologis, Ye-Direct at 8-9.
NV Energy, Wells-Rebuttal at 18-19.
Id. at 18 (emphasis added).
Id. at 18-19.
See NV Energy, Exhibit Wells-Direct-2 at 14; see also, BCP, Morton-Direct at 19-21, Exhibit PAM-5 at 11—
12.
8

Prepared Rebuttal Testimony of
Mark E. Garrett
Docket No. 26-05007



10

11

12

13

14

15

16

17

18

19

20

21

costs will be paid by those who cause them, and only those who cause them, throughout
the life of an asset.

The parties’ positions on the minimum energy component of the LLESA are
similarly revealing. The form LLESA establishes minimum energy by applying an 80
percent load factor to NV Energy’s proposed 90 percent minimum demand charge,
producing an equivalent 72 percent utilization level.?! The parties’ positions here range
even wider than with those relating to NV Energy’s proposed minimum demand charge,
with Staff recommending resolution of this issue in another proceeding and several parties
preferring a tariff-based approach.??

As discussed in my prior testimony, there is general agreement that a ratepayer
protection mechanism should be based on the cost causation principle.?* A key difference
between the RPT and the LLESA is that there is no need to “guess” at what might be
appropriate minimum charges because the utility is identifying and tracking the actual costs
of the specific assets used to serve the large-load customer. The RPT’s approach of
determining cost responsibility at the outset, tracking those costs throughout the life of the
assets, providing payment for those costs to NV Energy through either security-backed
Facilities Payments or an Advance Payment, all with participation by all stakeholders and
approval by the Commission, is the most protective method for ensuring costs are properly
paid by those who cause them.

. CONCLUSION

PLEASE SUMMARIZE YOUR RECOMMENDATIONS FOR NEXT STEPS.

21
22
23

NV Energy, Wells-Rebuttal at 19.
Id at21.
Microsoft, Garrett-Supplemental Direct at 2-3.
9
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A I recommend that the Commission include in its Order in this proceeding, the following

finding:

That any “bridge” approval of the form LLESA shall be considered to be evidence
of each large-load customer’s commitment to the load levels contained therein and
to their financial responsibility for the costs necessary to serve those load levels,
with details to be determined in a subsequent proceeding, and not as approval of
the form LLESA as the framework for future arrangements between NV Energy
and large-load customers.

Furthermore, 1 reiterate my recommendation that the Commission include in its

Order in this proceeding, language directing NV Energy to make a compliance filing within

sixty (60) days of the Order setting forth a proposed tariff for provision of services to large-

load customers to replace the LLESA, which satisfies the following criteria:

Contains requirements set forth in a published tariff that is not alterable by bilateral
agreement or NV Energy’s unilateral discretion;

Follows cost-causation principles with a verifiable asset-based accounting of costs
caused using “but for” tests to determine those costs;

Ensures NV Energy maintains transparent records of large-load customer costs
caused and costs paid,

Allows for beneficial reuse of assets if and when the Commission determines such
reuse is appropriate based on an approved evidentiary standard;

Ensures that the large-load customers are not charged more than once for the same
costs; and,

Is non-discriminatory.

I also urge the Commission to complete any subsequent proceeding considering the

large-load tariff/agreement proposals within one hundred and twenty (120) days of the

issuance of its Order in the instant proceeding, and to direct such proceeding to clarify how

Rule 9, any “bridge” mechanism, the RPT, and other tariff mechanisms such as the Clean

Transition Tariff, Large Customer Market Price Energy tariff, and Market Price Energy

10
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tariff will be implemented. To ensure expediency, I recommend that that next proceeding
begin with an approved framework based on the RPT.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A. Yes.

11
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was prepared by or under the direction of said person; that the answers and/or information
appearing therein are true to the best of his knowledge and belief; and that if asked the questions

appearing therein, his answers thereto would, under oath, be the same.

I declare under penalty of perjury that the foregoing is true and correct.

Date: October 16, 2026 /s/ Mark Garrett
MARK GARRETT
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