
Schedule A – Narrative Summary of Initial Annual Base Rate Filing under GMP’s MYRP 
 

Introduction 

The attached Initial Annual Base Rate Filing is submitted pursuant to Green Mountain 
Power’s (“GMP”) Multi-Year Regulation Plan (“MYRP” or “Plan”).  The Plan was 
approved by the Public Utility Commission (“PUC” or “Commission”) on May 24, 2019, 
after a thorough, year-long review process, which involved multiple public hearings, a 
technical workshop, extensive formal discovery by the Department of Public Service 
(“DPS” or “Department”) and other intervenors, numerous experts, and an evidentiary 
hearing.  In its order approving the MYRP, the Commission concluded that the Plan 
creates a fair and transparent process for setting GMP’s rates for the next three years, and 
includes appropriate mechanisms to encourage further innovative efforts to meet the 
State’s ambitious renewable energy and greenhouse gas reduction goals.1   

The MYRP establishes the process for setting GMP’s rates for the Fiscal Year (“FY”) 
periods of 2020-2022.  This filing represents the first of three annual filings under the 
Plan, and proposes the annual rate base adjustment for FY20 which, if approved by the 
Commission, will commence on October 1, 2019.  This filing also establishes the 
Projected Smoothed Base Rate adjustment for FY21 and FY22, based on current 
forecasts of GMP’s cost of service for the next three years.  The forecasts are the final 
version of GMP’s anticipated cost of service over this period.  Four earlier versions of 
these estimates were provided to the Department over the course of the MYRP 
proceeding to provide an opportunity for early review and a full understanding of how the 
forecasts are developed and supported.   

Pursuant to the approved MYRP, the majority of GMP’s non-power costs will be locked 
for the three-year term of this Plan, based on the forecasts provided with this filing.  As a 
result, the smoothed rates projected in this filing for FY21 and FY22 will be adjusted up 
or down only by changes in annual power supply costs or revenue forecasts; adjustment 
to return on equity under the formula established in the Plan; any change to other discrete 
costs dependent on these adjustments; and any changes authorized by the PUC under 
other specific provisions in the Plan.  This approach increases GMP’s risk for providing 
service within the set rates but it provides customers greater certainty and stability on the 
potential rate path over the term of the Plan.  

Below is a narrative overview of the adjustments proposed in this Initial Annual Rate 
Base filing, including a summary of the methodology used to develop the projected rates, 
the materials supporting the filing, and an overview of the public review process for this 
filing that must occur prior to PUC approval.   

 

                                                            
1 Case No. 18-1633-PET, Order of 5/24/19 at 3. 
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1. Proposed Smoothed Base Rate Adjustment: 

As outlined further in the attached materials, GMP is proposing a 2.92% rate adjustment 
for rates in FY20.  This same rate adjustment is proposed as the smoothed target rate for 
FY21 and FY22.  The requested 2.92% rate adjustment meets the anticipated cost to 
provide service to customers over the next three years, and was developed using the 
methodology proscribed by the MYRP, including application of a Rate Smoothing 
Adjustor designed to limit variation in rates over the course of the Plan to the extent 
possible and provide stability for customers.    

GMP has worked diligently over the past months to reduce the cost of service for 
customers as much as possible, balancing the need for low-cost, low-carbon, safe, and 
reliable service together with the need to accelerate the type of innovative work necessary 
to drive down future costs for customers and meet our State’s renewable energy and 
critical climate change goals.   

The modest annual rate need reflected in this proposed smooth rate path is driven by 
changes in a number of cost categories, including transmission and power supply costs 
which are largely outside of GMP’s control, as well as the expiration of one-time benefits 
that were previously returned to customers in prior years, and which significantly reduced 
costs for customers during those prior periods, but which do not continue into the rate 
period.  These rate pressures are off-set by an increase in the return of merger savings to 
customers, who will receive 100% of those savings in FY21 and FY22 and 50% in FY20 
as GMP delivers on its promise to return at least $144 million to customers as a result of 
the CVPS merger.  The rate need is also off-set in FY20 by a significant reduction in 
GMP’s return on equity (“ROE”) under the formula approved in the Plan.  Although 
GMP is assuming greater risk under this Plan compared to prior plans, the Plan formula 
will actually reduce GMP’s return in FY20 by almost 15 basis points from its current 
authorized return, resulting in GMP earning the second lowest rate of return of any 
vertically integrated utility in the United States.  This reduces costs for customers in 
FY20.  
 

2. Methodology:  
 
The rates proposed in this filing are based on the detailed methodology established during 
the formal proceeding to review GMP’s MYRP.  The Plan provides that GMP’s annual 
base rates shall consist of (1) a locked non-power cost component, which includes 
infrastructure costs (capital expenditures, depreciation, and property taxes), operation and 
maintenance (“O&M”) costs, and earnings in affiliates; (2) forecasted power supply and 
revenue and income tax components, which will each be refreshed annually based on 
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updated forecasts; and (3) a return on equity component, which will be adjusted annually 
based on an ROE formula set in the Plan. 

At the beginning of the Plan, GMP is directed to develop a Projected Smoothed Base 
Rate based on forecasts of each of these components.  This Initial Annual Base Rate 
filing is required to include a three-year forecasted cost of service for the term of the 
Plan, including: 

(1) Non-power cost forecasts for FY20, FY21, & FY22; 
(2) Power supply & revenue forecasts for FY20, FY21, & FY22 
(3) Income tax and ADIT forecasts for FY20, FY21 & FY22, plus 
(4) The ROE for FY20, and an estimate of the ROE for FY21 & FY22 using the 

approved formula. 

Non-power costs are locked for the term of the Plan, based on the three-year forecasts 
provided with the Initial Annual Base Rate filing.  The remaining costs shall be adjusted 
annually according to the Plan.  Under the Plan, the rate adjustment for FY20 will be set 
at the approved Projected Smoothed Base Rate, and rates for FY21 and FY22 will only 
be adjusted from this smoothed rate as authorized under the Plan, as discussed above.  

This filing provides these required forecasts for the term of the Plan and provides the 
basis for setting the Projected Smooth Base Rate.  

3. Summary of Supporting Materials  
 
This filing is supported by eight schedules, which provide details on the rate request and 
the required forecasts and adjustments made under the Plan: 
 

 Schedule A is the overview of the Initial Filing and includes a summary 
description of Innovative Services spending set forth in detail in Schedule G. 
 

 Schedule B provides a summary of the FY20 rate and the projected rates for FY21 
and FY22, after application of the Rate Smoothing Adjustor to benefit customers. 
 

 Schedule C provides the Cost of Service (“COS”) Base Rate results for all three 
years of the Plan, based on current forecasts.  Each component of the COS is 
described on a separate tab in Schedule C, with a narrative explanation of what the 
item represents and how the adjustments were developed, along with a link to the 
supporting files.  
 

 Schedule D provides the projected Rate Base Balances for all three years of the 
Plan, based on GMP’s agreement to lock capital that is closed to plant during the 
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term of the Plan at approximately $85 million per year, unless other investments 
are approved by the PUC under one of the exceptions in the Plan.  Each 
component of Rate Base is described on a separate tab in Schedule D, with a 
narrative description of what the item represents and how the amount was 
developed, along with a link to the supporting files. 
 

 Schedule E provides the forecasted capital structure and weighted average cost of 
capital, applying the forecasted cost of debt and the PUC-approved methodology 
for adjustments to return on equity during the term of the Plan.   
 

 Schedule F provides the underlying Revenue Forecast for the three-year rate 
period, prepared by a third party, Itron, Inc. 
 

 Schedule G provides a summary of the benefits and costs associated with GMP’s 
new initiatives, and also supports GMP’s request for the approval of proposed 
capital investments in innovative pilot programs for customers in FY20.  
 

 Schedule H provides background information on the adjustors under the MYRP, 
including collection of prior major storm costs under the Exogenous Change 
Adjustment, as well as the Emerald Ash Borer (“EAB”) adjustor.  

Additional supporting files referenced in each schedule have been provided electronically 
in native format on a thumb drive to the Department and the Commission and are 
available to others upon request.  These include but are not limited to the individual cost 
of service files that were developed for each fiscal year (FY20, FY21, and FY20), plus 
the detailed power supply modeling for FY20, which will be updated for FY21 and FY22 
as part of the annual refresh in each of those subsequent years of the Plan. 

 
4. Public Review Process 

The Plan provides for a thorough public review of the materials supporting this filing 
prior to PUC approval.  

GMP will provide customer notice of the filing and proposed rates to customers on bills 
starting in June, once the notice is approved by the PUC.  This filing and the final MYRP 
have been posted to GMP’s website.  In addition, consistent with the Plan, GMP has 
scheduled a bi-annual public meeting open to all customers, to be held in mid-July, which 
will include an opportunity to answer questions related to the MYRP and proposed rates.  

The Department will also be continuing its detailed review of this proposal.  GMP 
understands that the Department will also work with external experts to review the 
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supporting analysis and will provide its comments and recommendations to the 
Commission within 60 days of this filing.    

GMP stands ready to provide any additional information that may be necessary to review 
the proposed rate adjustment outlined in this filing, and respectfully requests that the 
Commission authorize the rate adjustment no later than September 1, 2019 so that GMP 
has sufficient time to make the administrative changes necessary to implement the change 
by October 1, 2019.   

  


