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Presentation Overview

Definition
Functionalization
Classification
Allocators
Allocation
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Cost Of Service Study

A cost allocation, or cost of service 
study, is a technical procedure 
involving engineering techniques and 
accounting analyses.  This procedure 
assigns to customers ONLY that plant 
and associated expenses necessary 
in providing electric service to them.
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Cost of Service Study

Types of Studies
Embedded Cost
Marginal Cost
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Functionalization

Functionalization

Production

Transmission

Distribution
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Classification

Classification

Demand

Energy

Customer
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Allocators

Allocators

Coincident Peak Demand

Diversified Class Demand

Maximum Non-Coincident Demand

Number Of Customers

Energy
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Allocation
Retail Cost Of Service Study

Retail
Customers Rate RS Rate CS

Rate LLF Rate HLF Other
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Cost Of Service – Flow Chart
Rate Base

Functionalize

Production Transmission Distribution

Classify

Customer Demand Energy

Allocate
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