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EXECUTIVE SUMMARY
GRAHAM COUNTY ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01749A-07-0236

Staff’s testimony addresses Revenue Allocation and Rate Design, Tariff Changes,
Service-Related Charges, Unbundled Tariffs and the need for a bill estimation tariff for Graham
County Electric Cooperative, Inc. (“Graham”). Staff’s recommendations are summarized below:

1.

Revenue Allocation and Rate Design

Staff concludes and recommends that Graham should be granted a revenue increase in
the amount of $2,106,584 or 15.19 percent compared to Staff’s adjusted present
revenues in the amount of $13,870,731. Staff’s recommended energy rates are
designed to collect $14,452,998 ($2,106,584 + $12,346,414) in revenue or an increase
of 17.06 percent compared to Graham’s existing unadjusted present revenues in the
amount of $12,346,414. A rate class summary of these data is depicted on page 3 of
Staff’s testimony. Revenue allocation was limited to energy/commodity rates because
Graham did not request any increases to the existing monthly minimum charge rates.

Tariff Changes

Staff recommends that the proposed housekeeping and power requirement changes to
the rate schedules be approved. The recommended changes harm no existing
customer classes and benefit the Residential class by lowering the cost to operate well
pumps when used for residential purposes.

Service-Related Charges
Staff supports the removal of field collection of delinquent accounts service because
the service exposes Graham’s employees to the risk of incurring personal injuries.

Unbundled Tariffs
Staff recommends that the proposed unbundled rates that are summarized in Exhibit
WHM-3 be approved.

Bill Estimation Tariff

Within thirty days of a decision in this matter, Staff recommends that Graham be
required to submit, through Docket Control for Commission approval, a separate
tariff describing its bill estimation methodologies.
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Direct Testimony of William H. Musgrove
\
! 1| INTRODUCTION

\

21 Q. Please state your name and business address.

3 A My name is William H. Musgrove. My business address is 1200 West Washington Street,

4 Phoenix, Arizona 85007.
i 5
‘ 6 Q. What is the nature of your work relationship with the Arizona Corporation
7 Commission?
8l A. I am an Independent Contractor providing utilities consulting services to the Arizona
9 Corporation Commission (“Commission”) Utilities Division Staff (“Staff”).
10
11 Q. Please state your educational background and business experience.
12 A. I received a Master of Business Administration Degree with a tested concentration in
13 Finance and an elected concentration in Economics from Loyola College located in
14 Baltimore, Maryland. I also received a Bachelor of Science Degree with a concentration
15 in Business Administration from Johns Hopkins University located in Baltimore,
16 Maryland, and later augmented the Undergraduate Degree with college-level mathematics
17 credits that were also received from Johns Hopkins University. I am a tested Certified
18 Energy Manager as certified by the Association of Energy Engineers. My business
19 experiences entail 40-plus years in various positions with the Baltimore Gas and Electric
20 Company (“BGE”). The positions relevant to the testimony I am sponsoring in this

Proceeding involve more than 10 years experience in the Economic Research Department

at BGE. During that period, I became fully proficient in understanding gas and electric

utility financial records and the rate making process. I am thoroughly familiar with all

phases and components of a gas or ¢lectric rate cases, including rate design and Cost of

Service protocols.
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Have you previously testified before any regulatory commission?

Yes. Iappeared before the Arizona Corporation Commission in 2005 during a Southwest
Gas Corporation proceeding (Docket No. G-01551A-04-0876). I have also testified
before the Public Service Commission of Maryland regarding rate design and new service

application matters.

What is the scope of your testimony in this case?

My testimony will present the Staff’s position and recommendations regarding Graham
County Electric Cooperative’s (“Graham” or “Cooperative™) application for a general rate
increase. Staff’s testimony specifically addresses the topics of revenue allocation and rate
design, proposed tariff changes, service-related charges, unbundled tariffs and a
miscellaneous tariff matter. Staff witnesses Jerry Anderson, Gerald Becker and Prem

Bahl will provide testimonies regarding other aspects of Graham’s rate application.

REVENUE ALLOCATION AND RATE DESIGN

Q.
A.

Please describe Staff’s revenue allocations.

Graham’s revised cost of service study illustrates that to varying degrees, the Residential,
Irrigation, Small Commercial and Large Commercial rate classes are currently paying less
than their cost of service. After incorporating Staff’s adjustments, the overall system rate
of return remains negative at a minus 0.66 percent, led by the Irrigation class at a minus
8.31 percent rate of return. Staff is recommending increasing the Residential class’ energy
rates by 19.2 percent, Irrigation class’ energy rates by 20.7 percent and Small and Large
Commercial classes’ energy rates by 18.6 percent and 16.5 percent, respectively.
Graham’s revised cost of service study also illustrates that the Security and Street Lighting
classes are currently providing relatively modest rates of return at 0.76 percent and 5.05

percent, respectively. Although incorporating Staff’s adjustments changed Security and
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Street Lighting rates of return to 0.12 and 17.89 percent, respectively, Staff recommends
increasing their energy rates 28.1 and 19.1 percent, respectively. Staff will discuss the

proposed changes later in its testimony.

Q. Has Staff developed a table that summarizes the revenue impact of its recommended
rates upon each rate class?
A. The following table summarizes revenue increases as recommended by Staff for all rate

classes:

Summary of Revenues from Customer Charges and Sales

Rate}CI;;s . PreséntS o Prc;pésed $ol $ Increase’ %;}Increase
Residential $6,052,122 $7,073,820 $1,021,698 16.88%
Irrigation $1,521,557 $1,798,424 $276,867 18.20%
Commercial-Sm. $2,448,009 $2,879,581 $431,572 17.63%
Commercial-Lg. $2,205,207 $2,566,745 $361,538 16.39%
Security Lgts. $108,800 $121,659 $12,859 11.82%
Street Lgts. $10,719 $12.769 $2,050 19.13%
Totals $12,346,414 $14,452,998 $2,106,584 17.06%

Q. Please describe Staff’s rate design.

A. A summary of Staff’s proposed rate design is provided on Schedule WHM-1. Graham’s
present rate design is based on a monthly customer charge known as Service Availability
Charges (“SAC”), and flat kWh energy or commodity rates. Graham’s rates do not
include time-of-use rates. Graham has filed monthly service charges that are identical to
existing SAC and is proposing no increase to the current monthly minimum SAC rates.

Staff accepts the Cooperative’s existing monthly minimum Service Availability Charges

as being reasonable for future billings. Regarding commodity rates, Staff has
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1 recommended commodity rates below what the Cooperative proposed for all rate classes

2 except the Security and Street Lighting classes.

41 Q. Even though Graham did not propose time-of-use rates, why did Staff not propose

5 any such rates?
6 A. Staff is conducting research on time-of-use rates in Docket No. E-01345A-07-0448. That
7 docket will gather information on time-of-use rates for Arizona Public Service Company
8 and also on a generic basis for other utilities. Staff prefers to complete that inquiry before
9 recommending time-of-use rates for Graham.
10
11 Q. Did Staff base its revenue allocations and rate design solely on Staff’s cost of service
12 study?
13 A No. Staff’s recommended rates reflect the combined consideration of setting rates that
14 more accurately reflect classes cost of service, gradualism in change and Staff’s
15 recommended revenue requirement for Graham.
16

17 Q. Will Staff be addressing the matters of cost of service and revenue requirement?

18 A. Yes. Staff witnesses Prem Bahl and Gerald Becker will be addressing cost of service and
19 revenue requirement matters, respectively.

20

21 Q. Please further describe Staff’s recommended rate design and its effect on Graham’s
22 various customer classes.

23 A A typical bill analysis reflecting the effect of Staff’s recommended rate changes on
24 customers with various kWh usage levels is provided on schedule WHM-2. For the

25 Residential rate class, Staff believes that Graham’s decision to retain the existing $9.00

26 per month Service Availability Charge is reasonable. Staff is recommending that the
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1 proposed commodity rate be set at $0.10144 per kWh versus the Cooperative’s proposed
2 rate of $0.10695 per kWh. Based on an average residential customer’s usage of 775 kWh
| 3 per month, Staff’s recommended rates will raise an average residential customer’s bill by
1 4 $12.66 or 16.88 percent.
5
6 For the Irrigation rate class, Staff believes that Graham’s decision to retain the existing
7 $23.00 per month Service Availability Charge is reasonable. Staff is recommending that
8 the proposed commodity rate be set at $0.10563 per kWh versus the Cooperative’s
9 proposed rate of $0.10998 per kWh. Based on an average irrigation customer’s usage of
10 1,916 kWh per month, Staff’s recommended rates will raise an average irrigation
11 customer’s bill by $34.70 or 18.20 percent. Regarding the Irrigation class, it should be
12 noted that its rate of return is the lowest of all rate classes under both Graham’s revised
13 and Staft’s adjusted cost of service studies.
14
15 For the Small Commercial rate class (non-residential customers requiring less than 350
16 KVA of transformer capacity), Staff believes that Graham’s decision to retain the existing
17 $15.00 per month Service Availability Charge is reasonable. Staff is recommending that
18 the proposed commodity rate be set at $0.10101 per kWh versus the Cooperative’s
19 proposed rate of $0.10702 per kWh. Based on an average small commercial customer’s
20 usage of 3,161 kWh per month, Staff’s recommended rates will raise an average small
21 commercial customer’s bill by $50.10 or 17.63 percent.
22
23 For the Large Commercial rate class (customers between and including 350 KVA and a
24 proposed upper limit of 2,500 KVA), Staff believes that Graham’s decision to retain the
25 existing $50.00 per month Service Availability Charge is reasonable.  Staff is
} 26 recommending that the proposed commodity rate be set at $0.09167 per kWh versus the
|
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1 1 Cooperative’s proposed rate of $0.09892 per kWh. Based on an average large commercial
2 customer’s usage of 186,120 kWh per month, Staff’s recommended rates will raise an
3 average large commercial customer’s bill by $2,410.25 or 16.39 percent.
4
5 The Security Lighting tariff identifies electric service at 70 kWh per month (small) or 175
6 kWh (large) per month. Staff believes that the Cooperative’s decision to retain the
7 existing monthly customer service charges in the amounts of $5.77 and $7.06 for small
8 and large customers, respectively, is reasonable. The commodity rate for small and large
9 security light customers is equal. Staff believes that the Cooperative’s revised proposed
10 commodity rate of $0.07472 per kWh should be increased to $0.07651 per kWh. The
11 commodity rate incremental increase in the amount of approximately 18 mills is driven by
12 Staff’s recommendation that the base cost of purchased power should equal $0.076509 per
13 kWh compared to the existing base cost of purchased power in the amount of $0.060034
14 per kWh. Staff’s proposed commodity rate will help the Cooperative in recovering
15 increased purchased power costs and is therefore recommending that the commodity be at
16 least equal to the recommended base cost of purchased power. Mr. Jerry Anderson will
17 address the base cost of purchased power in his testimony. Staff’s proposed rates will
18 raise a small security light customer’s monthly bill, per light, by $1.18 or 11.82 percent
19 and a large security light customer’s bill by $2.94 or 16.79 percent.
20
21 The Street Lighting tariff identifies electric service at 70 kWh (small) or 175 kWh (large)
22 per month. There is no monthly customer charge for street lighting customers. Staff
23 believes that the Cooperative’s proposed commodity rate of $0.09829 per kWh should be
24 increased to $0.09922 per kWh. The commodity rate incremental increase in the amount
25 of approximately 1 mill is driven by Staff’s recommendation that the base cost of
26 purchased power should equal $0.076509 per kWh compared to the existing base cost of
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1 purchased power in the amount of $0.060034 per kWh. Staff’s proposed commodity rate
2 will help the Cooperative in recovering increased purchased power costs. Staff’s proposed
3 rate will raise a small street lighting customer’s monthly bill by $1.11 or 19.12 percent and
4 a large street lighting customer’s bill by $2.79 or 19.12 percent.

6] Q. Why do the percent increases on Exhibits WHM-1 and WHM-2 reflect higher
7

percent increases compared to the increases discussed in Mr. Wallace’s testimony?

8 A. The increases in rates proposed by Graham are derived by including a purchased power
9 adjustor (“PPA”) in present rates. Staff’s present rates shown in Exhibits WHM-1 and
10 WHM-2 exclude a purchased power adjustor to reflect actual base rates contained in
11 Graham’s tariffs. Using the residential class as an example, the following table illustrates
12 how these different methodologies produce significantly different results:
13
14 Graham ' Staff
Present Rates Proposed Rates % Change Presenthates
PPA $.01500 $0 - . “ .
Total Rate $.10011 $.10695 6.83
Average kWh 775 775 -
Total Bill w/$9
Customer $86.59 $91.89 6.12
Charge

15
16
17
18
19
20

Why does Staff prefer using a comparative approach that demonstrates rate
increases approximately in the 17-19 percent range rather than the approximate 6-7
percent range presented by Graham?

Both approaches are valid and demonstrate different points of view. Staff prefers its

approach for the following reasons: 1) both Staff’s and Graham’s present base commodity
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|

1 tariff rates exclude a purchased power adjustor; 2) Staff’s approach compares present and

‘ 2 proposed base commodity rates that only include the base cost of power plus O&M-
3 related costs that make up the total base commodity tariff rate; 3) although the existing
4 PPA may be set to zero in this rate case, nothing prevents Graham from increasing the
5 PPA, without Commission approval, if the purchased power “bank” balance indicates an
6 under collection; and, 4) Staff’s exhibits WHM-1 and WHM-2 have been prepared in the
7 same format as the exhibits submitted by Staff and accepted by the Commission in
8 Graham’s previous rate case filed September 13, 2002.
9

10| Q. Will Staff’s rate design testimony include further discussions about the cost of

11 purchased power and the recovery of those costs?

12 A. Purchased power costs and their recovery will be discussed in direct testimony prepared
13 by Mr. Jerry D. Anderson.

14

15 Q. What does Staff recommend regarding its proposed rates?

16 A. Staff recommends that the rates proposed by Staff and summarized on Exhibit WHM-1 be
17 approved.

18
19| TARIFF CHANGES

21 schedules contained in the Cooperative’s existing tariff?

22 A. Yes. On July 24, 2007, Staff requested responses to data requests issued for the purpose

23 of clarifying what if any impact proposed tariff changes would have on customers served
24 under their respective rate schedules. Based on Graham’s responses, Staff recommends
25 ' that the proposed changes be approved. The changes are mostly housekeeping in nature.

26 For example, minimum power factor was increased from 90 percent to 95 percent for all

201 Q. Were there other rate design-related changes filed by Graham that impact rate
|
|
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1 applicable rate schedules to align Graham’s tariffs with its supplier’s (Arizona Electric

2 Power Cooperative) tariff to avoid incurring operation penalties from its supplier. To

3 date, Graham or its customers have not been penalized for not maintaining a 95 percent
| 4 power factor. Other changes fell into the category of increasing or decreasing equipment

5 size and power requirement hurdles to be eligible for certain rate schedules. According to

6 Graham’s responses, no existing customers will be adversely impacted by these changes.

7 For example, residential customers are expected to save approximately $75 per year by

8 being entitled to meter domestic water pumps under the residential rate schedule.

9

10ff SERVICE-RELATED CHARGES

11 Q. Were there any service-related charge changes proposed by Graham?

121 A Yes.

13

14 Q. What does Staff recommend regarding Graham’s proposed changes to its service-
15 related charges?

16 A. Staff recommends that changes to Graham’s service-related charges be approved. Graham
17 did not increase any of its existing service-related charges as can be seen on Exhibit
18 WHM-1. Graham did, however, eliminate a $10 service charge associated with the field
19 collection of delinquent accounts. Based on information provided by the Cooperative, the
20 field collection delinquent account service was removed because of concern for employee
21 safety. Employees could be in the field carrying cash in the amount of the delinquent bill
22 plus the $10 service charge. Staff’s review of Section R14-2-211 of the Arizona
23 Administrative Code entitled Termination of Service did not uncover any language that
24 prohibits Graham from eliminating this service. On the contrary, the Code permits the
25 disconnection of service without advance written notice in cases where there is the

26 existence of an obvious hazard to the safety or health of the utility’s personnel. Staff’s
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position is based on the assumption that Graham will remain in compliance with all of the

procedural requirements and guidelines contained in the Code.

UNBUNDLED TARIFFS

Q.
A.

Please provide a background on Graham’s unbundled tariffs.

Graham’s unbundled tariffs break down the monthly customer charges and commodity
rates into individual components of service. The monthly customer charge is further
broken down into the following charges: a service availability charge, a metering charge, a
meter reading charge, a billing charge and an information and service charge. The
commodity rate is further broken down into the following components: a distribution
delivery charge (formerly known as the kWh Delivery Charge Energy), a transmission
delivery charge, an energy charge, a demand charge and a transmission charge. The
energy charge, demand charge and transmission charge components of the commodity rate
reflect Graham’s cost to provide energy received from the Arizona Electric Power
Cooperative (“AEPCO”) and its affiliated entities. Consequently, if Graham’s territory is
open to competition, a customer opting to take service from a competitive generation
provider would not pay the energy charge, demand charge and transmission charge

components of the commodity rate to Graham.

Staff reviewed Graham’s bundled Cost of Service study and agreed that it had been
prepared accurately and in conformance with previous Commission orders. The testimony
of Mr. Prem Bahl addresses the bundled Cost of Service study filed by Graham. The
unbundled Cost of Service (“COS”) study is in compliance with Decision No. 66382 in
that it includes the Street Light class. In his Direct Testimony, Mr. Wallace indicates that

it would be too expensive to develop a fully viable unbundled COS study, and he provides

several reasons why the Commission should accept the unbundled COS study provided to
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the Commission. Staff believes that it is necessary to have an unbundled COS study to
accommodate possible competition, and in light of the fact that the data contained in the
unbundled study filed by Graham may help prospective customers better understand the
pricing of electricity in a competitive environment, Staff recommends that the
Commission accept the unbundled COS study filed by Graham in this rate case. It should
be noted that Mr. Wallace recognizes Graham’s responsibility to provide a complete,

accurate and timely unbundled COS study if Graham’s territory is opened to competition.

Graham’s proposed unbundled rates do not reflect Staff’s adjustments to the Test
Year and rate recommendations. Has Staff completed an unbundled cost of service
study?

Yes. The adjustments and revenue recommendations developed by Staff have been
incorporated into the COS study as unbundled by Graham. Exhibit WHM-3 provides a

summary of Staff’s proposed unbundled rate design.

What does Staff recommend regarding the proposed unbundled rates for Graham?

Staff recommends that the proposed unbundled rates summarized in Exhibit WHM-3 be
approved. The proposed unbundled rates do not result in any incentive or disincentive for
customers who want to choose competitive generation suppliers, because the unbundled

rates conform to the standard offer rates.

MISCELLANEOUS TARIFF MATTER

Q.
A.

Does Staff wish to address any additional issues related to the rate case proceeding?
Yes. The provisions in Graham’s Rules and Regulations do not contain detailed and

specific bill estimation procedures that would be implemented in cases where Graham is

unable to obtain actual meter reads. In recent decisions regarding Arizona Public Service
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Company (Decision No. 69569) and Trico Electric Cooperative (Decision No. 68073), the

Commission ordered Arizona Public Service Company and Trico Electric Cooperative to

file separate tariffs describing its bill estimation methodologies.

Q. What does staff recommend regarding Graham’s bill estimation procedures?

A. Staff recommends that Graham submit through Docket Control a separate tariff describing

its bill estimation methodologies for Commission approval within thirty days of a decision

in this matter. The tariff should address, but not be limited to, the following terms and

conditions:

Conditions under which estimated bills will be billed to customers.
Notice of estimation clearly noted on estimated bills that are rendered to
customers.

Estimation procedures that explicitly address the conditions and
procedures for estimated bills such as kWh estimates where: 1) at least
one year of premise history exists for the same customer at the same
premise or a new customer with at least one year of premise history; ii)
less than one year of premise history for the same customer at the same
premise exists; iii) less than one year of premise history exists for a new
customer but some premise history exists for the new customer; and, iv)
no prior consumption history exists.

Variations in estimation methods for differing conditions such as cases
involving meter tampering or damaged meters.

Conditions where bill estimations will be developed automatically or
manually.

Conditions where special procedures may be required such as the

installation of meters with automatic reading capabilities, the need to
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estimate first and final bills, and the requirement to use customer specific
data to complete an estimate.

g.  Where applicable, clearly indicate that estimation procedures will be in
compliance with the appropriate section of the Arizona Administrative

Code [e.g. Section R14-2-210(A)].

SUMMARY OF STAFF’S RECOMMENDATIONS

Q. Please summarize Staff’s recommendations.
A. Staff’s recommendations are as follows:
1. Staff recommends increasing the Residential class’ energy rate by 19.2 percent,

Irrigation class’ energy rate by 20.7 percent, Small and Large Commercial classes’
energy rates by 18.6 percent and 16.5 percent, respectively (see WHM-1).

Staff recommends increasing the Security and Street Lighting classes’ energy rates by
28.1 percent and 19.1 percent, respectively (see WHM-1).

All existing monthly Service Availability rates will remain unchanged, and Staff
believes that these rates are reasonable.

For the Residential rate class, Staff recommends that the commodity rate be set at

$0.10144 per kWh compared to the Cooperative’s proposed rate of $0.10695 per kWh.

. For the Irrigation rate class, Staff recommends that the commodity rate be set at

$0.10563 per kWh compared to the Cooperative’s proposed rate of $0.10998 per kWh.
For the Small Commercial rate class, Staff recommends that the commodity rate be set
at $0.10101 per kWh compared to the Cooperative’s proposed rate of $0.10702 per
kWh.

For the Large Commercial rate class, Staff recommends that the commodity rate be set
at $0.09167 per kWh compared to the Cooperative’s proposed rate of $0.09892 per
kWh.
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8. Staff recommends that the proposed housekeeping and power requirement changes to
the rate schedules be approved.

9. Staff recommends that the proposed change to Graham’s service-related charges be
approved.

10. Staff recommends that the proposed unbundled rates summarized in Exhibit WHM-3
be approved.

11. Within thirty days of a decision in this matter, Staff recommends that Graham be
required to submit, through Docket Control for Commission approval, a separate tariff

describing its bill estimation methodologies.

Q. Does this conclude your testimony?

A. Yes.




Rate Design WHM-1
Graham County Electric Cooperative, Inc. Page 1 of 1
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Test Year Ended September 30, 2006

RATE DESIGN
Present Rates Proposed Rates
Company {% Change |Staff |% Change

MONTHLY MINIMUM CHARGE
Residential $9.00 $9.00 0.0% $9.00 0.0%
Small Commercial $15.00 $15.00 0.0% $15.00 0.0%
Large Commercial $50.00 $50.00 0.0% $50.00 0.0%
Irrigation $23.00 $23.00 0.0% $23.00 0.0%
Security Lighting

Small Security Light $5.77 $5.77 0.0% $5.77 0.0%

Large Security Light $7.06 $7.06 0.0% $7.06 0.0%
Street Lighting $0.00 $0.00 0.0% $0.00 0.0%
ENERGY (COMMODITY) RATE - PER KWH
Residential $0.08511  $0,10695 25.7% $0.10144 19.2%
Small Commercial $0.08516 $0.10702 25.7% $0.10101 18.6%
lL.arge Commercial $0.07872  $0.09892 25.7% $0.09167 16.5%
Irrigation $0.08752 $0.10998 25.7% $0.10563 20.7%
Security Lighting $0.05971  $0.07472 25.1% $0.07651 28.1%
Street Lighting $0.08329 $0.09829 18.0% $0.00922 19.1%
PURCHASED POWER FUEL ADJUSTOR - PER KWH
All Customer Classes (present rate per GCEC) $0.01500 $0.00000 -100.0% $0.00000 -100.0%
SERVICE RELATED CHARGES
New or Additional Service Connection $10.00 $10.00 0% $10.00 0%
Service Connhection Callbacks $10.00 $10.00 0% $10.00 0%
Service Calls after Regular Business Hours $50.00 $50.00 0% $50.00 0%
Disconnects $10.00 $10.00 0% $10.00 0%
Reconnects During Regular Business Hours $10.00 $10.00 0% $10.00 0%
Reconnects After Normal Working Hours $30.00 $30.00 0% $30.00 0%
Field Collection Delinquent Accounts $10.00 ———— Service eliminated by GCEC
Returned Check Fee $25.00 $25.00 0% $25.00 0%
Late Payment Charge 1.5% 1.5% 0% 1.5% 0%
Meter Test $10.00 $10.00 0% $10.00 0%
Meter Rereads (if original read was not in error) $10.00 $10.00 0% $10.00 0%
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Typical Bill Analysis

Graham County Electric Cooperative, Inc.
Docket No. E-1749A-07-0236

Test Year Ended September 30, 2006

WHM-2
Page 1 0of 3

TYPICAL BILL ANALYSIS

Notes: 1) Present Rates exclude a GCEC reported fuel adjustor charge of $0.015 per kWh.
2) Staff proposed lighting schedules rates include a $.076509 base cost of purchased power.

COMPANY PROPOSED
Average kWh Present Company Proposed Dollar Percent
Customer Class Per Month Rates Rates Increase Increase
Residential 775 $74.96 $91.89 $16.93 22.58%
Small Commercial 3,161 $284.19 $353.29 $69.10 24.31%
Large Commercial 186,120 $14,701.37 $18,460.99 $3,769.62 25.57%
Irrigation 1,916 $190.89 $233.72 $43.03 22.57%
Security Lgt-Sm. (per Igt.) 70 $9.95 $11.00 $1.05 10.56%
Security Lgt-Lg. (per Igt.) 175 $17.51 $20.14 $2.63 15.00%
Street Lgt-Sm. (perigt) 70 $5.83 $6.88 $1.05 18.01%
Sireet Lgt-Lg. (per igt.) 175 $14.58 $17.20 $2.63 18.01%
STAFF PROPOSED
Average kWh Present Staff Proposed Doltar Percent
Customer Class Per Month Rates Rates Increase Increase
Residential 775 $74.96 $87.62 $12.66 16.88%
Small Commercial 3,161 $284.19 $334.29 $50.10 17.63%
Large Commercial 186,120 $14,701.37 $17,111.62 $2,410.25 16.39%
Irrigation 1,916 $190.69 $225.39 $34.70 18.20%
Security Lgt-Sm. (perigt) 70 $9.95 $11.13 $1.18 11.82%
Security Lgt-Lg. (per Igt.) 175 $17.51 $20.45 $2.94 16.79%
Street Lgt-Sm. (perlgt) 70 $5.83 $6.95 $1.11 19.12%
Street Lgt-Lg. (perIgt.) 175 $14.58 $17.36 $2.79 19.12%
|
RESIDENTIAL Company Staff
| Monthly kWh Present Proposed Percent Proposed Percent
| Consumption Rates Rates Increase Rates Increase
60 $14.11 $15.42 9.29% 15.09 6.95%
100 $17.51 $19.70 12.47% 19.14 9.33%
200 $26.02 $30.39 16.79% 29.29 12.55%
500 $51.56 $62.48 21.18% 59.72 15.84%
1000 $94.1 $115.95 23.21% 110.44 17.35%
1500 $136.67 $169.43 23.97% 161.16 17.92%
2000 $179.22 $222.90 24.37% 211.88 18.22%
2500 $221.78 $276.38 24.62% 262.60 18.41%
3000 $264.33 $329.85 24.79% 313.32 18.53%
4000 $349.44 $436.80 25.00% 41478 18.69%
5000 $434.55 $543.75 25.13% 516.20 18.79%
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Typical Bill Analysis WHM-2
Graham County Electric Cooperative, Inc. Page 2 of 3
Docket No. E-1749A-07-0236

Test Year Ended September 30, 2006

TYPICAL BILL ANALYSIS - Continued

COMMERCIAL SMALL Company Staff

Monthly kWh Present Proposed Percent Proposed Percent
Consumption Rates Rates Increase Rates Increase

60 20.11 21.42 6.52% 21.06 4.73%

120 25.22 27.84 10.40% 2712 7.54%

2,000 185.32 229.04 23.59% 217.02 17.11%

4,000 355.64 443.08 24.59% 419.04 17.83%

5,000 440.80 550.10 24.80% 520.05 17.98%

10,000 866.60 1,085.20 25.23% 1,025.10 18.29%

15,000 1,292 .40 1,620.30 25.37% 1,530.15 18.40%

20,000 1,718.20 2,155.40 25.45% 2,035.20 18.45%

25,000 2,144.00 2,690.50 25.49% 2,540.25 18.48%

30,000 2,569.80 3,225.860 25.52% 3,045.30 18.50%

35,000 2,995.60 3,760,70 25.54% 3,550.35 18.52%

40,000 3,421.40 4,295.80 25.56% 4,055.40 18.53%

45,000 3,847.20 4,830.90 25.57% 4,560.45 18.54%

50,000 4,273.00 5,366.00 25.58% 5,065.50 18.55%

100,000 8,531.00 10,717.00 25.62% 10,116.00 18.58%

150,000 12,789.00 16,068.00 25.64% 15,166.50 18.59%

200,000 17,047.00 21,418.00 25.65% 20,217.00 18.60%

250,000 21,305.00 26,770.00 2565% 25,267.50 18.60%

300,000 25,563.00 32,121.00 25.65% 30,318.00 18.60%

COMMERCIAL LARGE Company Staff

Monthily kWh Present Proposed Percent Proposed Percent
Consumption Rates Rates Increase Rates Increase

1,000 128.72 148.92 15.69% 141.67 10.06%

2,000 207 .44 247.84 16.30% 233.34 12.49%

4,000 364.88 445,68 18.13% 416.68 14.20%

5,000 443.60 544 60 18.55% 508.35 14.60%

10,000 837.20 1,039.20 19.44% 966.70 15.47%

15,000 1,230.80 1,533.80 19.75% 1,425.05 15.78%

20,000 1,624.40 2,028.40 19.92% 1,883.40 15.94%

25,000 2,018.00 2,523.00 20.02% 2,341.75 16.04%

30,000 2,411.60 3,017.60 20.08% 2,800.10 16.11%

35,000 2,805.20 3,512.20 20.13% 3,258.45 16.16%

40,000 3,198.80 4,006.80 2017% 3,716.80 16.19%

45,000 3,5692.40 4,501.40 20.19% 4,175.15 16.22%

50,000 3,986.00 4,996.00 20.22% 4,633.50 16.24%

100,000 7,922.00 9,942.00 20.32% 9,217.00 16.35%

150,000 11,858.00 14,888.00 20.35% 13,800.50 16.38%

500,000 39,410.00 49,510.00 20.40% 45,885.00 16.43%

1,000,000 78,770.00 98,970.00 20.41% 91,720.00 16.44%

1,500,000 118,130.00 148,430.00 20.41% 137,555.00 16.44%
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Typical Bill Analysis

Graham County Electric Cooperative, Inc.
Docket No. E-1749A-07-0236

Test Year Ended September 30, 2006

IRRIGATION
Monthly kWh
Consumption

500
750
1000
1250
1500
1750
2000
2250
2500
2750
3000
3250
3500
3750
4000
4250
4500
4750
5000
5250
5500
5750
6000
6250
6500
6750
7000
7250
7500
7750
8000
8250
8500
8750
9000
9250
9500
9750
10000
10250
10500
10750
11000

WHM-2

Page 3 of 3

TYPICAL BILL ANALYSIS - Continued

Company Staff
Present Proposed Percent Proposed Percent
Rates Rates Increase Rates Increase

66.76 77.99 16.82% 75.82 13.56%
88.64 105.48 19.00% 102.22 15.32%
110.52 132.98 20.32% 128.63 16.39%
132.40 160.48 21.20% 155.04 17.10%
154.28 187.97 21.84% 181.45 17.61%
176.16 215.47 22.31% 207.85 17.99%
198.04 242 .98 22.68% 234.26 18.29%
219.92 270.46 22.98% 260.67 18.53%
241.80 297.95 23.22% 287.08 18.72%
263.68 325.45 23.42% 313.48 18.89%
285.56 352.84 23.60% 339.89 19.03%
307.44 380.44 23.74% 366.30 19.14%
329.32 407.93 23.87% 392.71 19.25%
351.20 435.43 23.98% 419.11 18.34%
373.08 462.92 24.08% 445,52 19.42%
394.96 49D.42 24.17% 471.93 19.49%
416.84 517.91 24.25% 408.34 19.55%
438.72 545.41 24.32% 524.74 19.61%
460.60 572.90 24.38% 551.15 19.66%
482.48 600.40 24.44% 577.56 19.71%
504.36 627.89 24.49% 603.97 19.75%
526.24 655.39 24.54% 630.37 19.79%
548.12 682.88 24.59% 656.78 19.82%
570.00 710.38 24 63% 683.19 19.86%
591.88 737.87 24.67% 709.60 19.89%
613.76 765.37 24.70% 736.00 19.92%
635.64 792.86 24.73% 762.41 19.94%
657.52 820.36 24.77% 788.82 19.87%
679.40 847.85 24.79% 815.23 18.99%
701.28 875.35 24.82% 841.63 20.01%
723.16 902.84 24.85% 868.04 20.03%
745.04 930.34 24 .87% 8984.45 20.05%
766.92 957.83 24.89% 920.86 20.07%
788.80 985.33 24 91% 947.26 20.09%
810.68 1,012.82 24.93% 973.67 20.11%
832.56 1,040.32 24.95% 1,000.08 20.12%
854.44 1,067.81 24.97% 1,026.49 20.14%
876.32 1,095.31 24.99% 1,052.89 20.15%
898.20 1,122.80 25.01% 1,079.30 20.16%
920.08 1,150.30 25.02% 1,105.71 20.18%
941.96 1,177.79 25.04% 1,132.12 20.19%
963.84 1,205.29 25.05% 1,158.52 20.20%
985.72 1,232.78 25.06% 1,184.93 20.21%
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Unbundled Rate Design WHM-3
Graham Coounty Electric Cooperative, Inc. Page1 of 1
Docket No. E-1749A-07-0236
Test Year Ended September 30, 2006
UNBUNDLED RATE DESIGN-REVISED ( I input data work paper)
Type of Present Cooperative Staff Proposed
Classification Charge Rate Proposed Rates Rates
Residential Service Availability Charge $4.64 $4.60 $4.60
Metering 1.04 $1.08 $1.08
Meter Reading 0.68 $0.68 $0.68
Billing 1.85 $1.85 $1.85
Info & Service 0.79] $0.79 $0.79
Bundled Monthly Minimum $3.00 $9.00 $9.00
Distribution Delivery Charge $0.02286 $0.03084, $0.02925|
Transmission Delivery Charge $0.00034 $0.00031 $0.00029
Energy Charge $0.02358 $0.03490 $0.03310
Demand Charge $0.02905 $0.03020 $0.02864
Transmission Charge 00928 $0.01070 0.01015
Buridled Commodity Charge per KkWh $0.08511 $0.10695 $0.10144
Small Commercial Service Availability Charge $10.50 $10.46 $10.46
Metering 1.18 122 122
Meter Reading 0.68 0.68 0.68
Billing 1.85 1.85 1.85
Info & Service 079, 0.79 0.79]
Bundled Monthly Minimum $15.00 $15.00 $15.00
Distribution Delivery Charge $0.02364 $0.03270 $0.03086
Transmission Delivery Charge $0.00040 $0.00030 $0.00028
Energy Charge $0.02358 $0.03490 $0.03294
Demand Charge $0.02845 $0.02809 $0.02651
Transmission Charge $0.00909 $0.01103f .01041
Bundlied Commodity Charge per kWh $0.08516 $0.10702| $0.10101
Large Commercial Service Availability Charge $40.12 $39.88 $39.88
Metering $5.88 $6.12 $6.12
Meter Reading $1.36 $1.36 $1.36
Billing $1.85 $1.85 $1.85
Info & Service $0.79 $0.79 $0.79
Bundled Monthly Minimum $50.00 $50.00 $50.00
Distribution Delivery Charge $0.02748 $0.03282 $0.03041
Transmission Delivery Charge $0.00002 $0.00023 $0.00021
Energy Charge $0.02358 $0.03490 $0.03234
Demiand Charge $0.02216 $0.02083 $0.01930
Transmission Charge .00548 $0.01014 00940
Bundled.Ci dity Charge per kWh $0.07872 $0.09892 $0.09167
Irrigation Service Availability Charge $12.04 $12.04 $12.04
Metering 6.63 6.63 6.63
Meter Reading 1.69 1.69 1.69
Bitling 1.85 1.85 1.85
Info & Service 0.79] 0.79| 0.79
Bundled Monthly Minimum $23.00 $23.00 $23.00
Distribution Delivery Charge $0.02498 $0.01996 $0.01917
Transmission Defivery Charge $0.00002 $0.00041 $0.00039
Energy Charge $0.02358 $0.03490 $0.03352
Demand Charge $0.02830 $0.04143 $0.03979
Transmission Charge $0.01064 $0.01328 $0.01275
Bundled C dity Charge per kWh $0.08752 $0.10998 $0.10563
Security Lights Bundled Monthly Minimum:
100 W HPS (Small) $5.77 $5.77 $5.77
250 W HPS (Large) $7.06 $7.06 §7.06
Distribution Delivery Charge $0.00000 $0.01631 $0.01631
Transmission Delivery Charge $0.00034 $0.00018 $0.00018
Energy Charge $0.02358 $0.03480 $0.03450
Demand Charge $0.02820 $0.01507 $0.01507
Transmission $0.00758 00826 $0.00826
Base Cost of power Adjustment $0.00179
Bundled Commodity Charge par kWh $0.05971 $0.07472 $0.07651
Street Lights Bundled Monthly Minimum $0.00000 $0.00000 $0.00000
Distribution Delivery Charge $0.02565 $0.02874 $0.02874
Transmission Delivery Chaige $0.00060 $0.00026 $0.00026
Energy Charge $0.02709 $0.03480 $0.03480
Demand Charge $0.02236 $0.01913 $0.01913)
Transmission Charge 00759 $0.01526 $0.01526
Base Cost of power Adjustment $0.00093
Bundled Ci dity Charge per kWh $0.08329 $0.09829 $0.09922
]
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INTRODUCTION

Q. Please state your name and business address.

A. My name is Prem K. Bahl. My business address is 1200 West Washington Street,
Phoenix, Arizona 85007.

Q. By whom and in what capacity are you employed?

A. I am employed by the Arizona Corporation Commission (“Commission™) as an Electric
Utilities Engineer.

Q. Please describe your educational background.

A. I graduated from the South Dakota State University with a Masters degree in Electrical
Engineering in May 1972. I received my Professional Engineering (“P.E.”) License in the
state of Arizona in 1978. My Bachelor of Science degree tn Electrical Engineering was
from Agra University, India in 1957.

Q. Please describe your pertinent work experience.

A. I was with the Utilities Division Staff (“Staff”) of the Commission from 1988 to 1998 as a

Utilities Consultant, and have been re-employed at the Commission as an Electric Utilities
Engineer since June 2002. During this time period of approximately fifteen years, I
conducted engineering evaluations of electric utility rate cases and financing cases. I
inspected the utility power plants including the Palo Verde Nuclear Generating Station. I
was involved with the development of retail competition in Arizona and of Desert Star, an
Independent System Operator for the southwest region. I was Chairman of the System
Reliability Working Group, which evaluated the impact of competition on system
reliability and recommended the establishment of the Arizona Independent System

Administrator (“AZ ISA”) as an interim organization until commercial operation of Desert
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1 STAR (now WestConnect as Regional Transmission Operator). Since rejoining the
2 Commission, I have been responsible for reviewing and testifying in several financing and
3 rate cases of cooperatives and electric utilities.
4
‘ 5 I have reviewed the utilities’ load curtailment plans; coordinated with the Commission
6 Consultants to hold stakeholder workshops to report on the second, third and fourth
7 Biennial Transmission Assessments 2002, 2004 and 20006, in the state of Arizona; and am
8 responsible for the compliance of power plant and line siting cases. Recently, I testified in
9 the case of Northern Arizona Energy Project siting case.
10
11 From July 2001 to June 2002, I had my own consulting engineering firm, named P. K.
12 Bahl & Associates. During this time, I was involved with deregulation of the electric
13 power industry, formation of Regional Transmission Organizations, (especially the
14 planning), congestion management, business practices and market monitoring activities of
15 the RTO West and the MidWest ISO.
16
17 From July 1998 to August 2000, I worked as Chief Engineer at the Residential Utility
18 Consumer Office. During this time period, I performed many of the duties I performed at
19 the Commission. I was also involved with the Distributed Generation Work Group that
20 looked at the impact of development of distributed generation in Arizona on system
21 reliability modifications of interconnection standards currently specified by the
22 jurisdictional utilities. I was a member of the AZ ISA Board of Directors from September
23 1999 until June 2000. I was involved in the deliberations of the Market Interface
1 24 Committee of the North American Electric Reliability Council. 1 also published and
25 presented a number of technical papers at national and international conferences regarding
| 26 transmission issues and distributed generation.
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; 1 Prior to my employment with the Commission, I had worked as an electrical engineer with
2 electric utilities and consulting firms in the transmission and generation planning areas for
3 approximately thirty years, including ten years experience at the Punjab State Electricity
4 Board in India from 1960 to 1970.

6] Q. As part of your assigned duties at the Commission, did you perform Staff’s
7 engineering analysis of the application that is the subject of this proceeding?

8 A. Yes, I did.

10ff Q. Is your testimony herein based on that analysis?
111 A. Yes, it is.

12
13| PURPOSE OF TESTIMONY

141 Q. What is the purpose of your prefiled testimony?

15| A. The purpose of my testimony is to discuss Staff’s engineering evaluation of the Graham

16 County Electric Cooperative’s (“Graham,” “Graham Electric” or “Cooperative”) system

17 operations and planning, and to discuss Staff’s review of Graham’s Cost of Service
| 18 (“COS”) study for the bundled rate case, and present the results of this review. Graham
‘ 19 Electric’s last rate case was filed in Docket No. E-01749A-02-0701 and approved by the

20 Commission via Decision No. 66382 dated October 6, 2003.

21

22| ENGINEERING EVALUATION
231 Q. Did you perform an engineering evaluation of Graham’s electrical system?
2441 A. Yes, I did. In response to Graham Electric’s rate filing, [ inspected the Cooperative’s

25 distribution system facilities on August 30 & 31, 2007, and discussed with Graham’s

26 officials certain elements of its rate filing, and the Cooperative’s Construction Work Plan
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(“CWP?”) 2002-2006. I also relied on the responses to Staff’s data requests (both written

and verbal) received from John Wallace and the Cooperative’s officials.

Q. Will you please enumerate the highlights of your inspection of Graham’s electric
system?

A. Yes, I will. The following provides an account of my inspection of Graham’s electrical
system.

I visited Graham’s offices on August 30 & 31, 2007, and met with Mr. Russ Barney,
Finance Manager, and Dennis Kouts, Manager of Engineering. [ inspected various

substations and distribution system elements accompanied by Mr. Kouts.

A. Graham Electric’s Service Area

Graham Electric serves portions of Graham County including the communities of
Bonita, Bylas, Cactus Flat, Fort Thomas, Klondyke, Pima, and San Jose, and areas

surrounding Safford and Thatcher, all in Arizona.

B. Electric System Description

Graham Electric is a full-requirement customer of Arizona Electric Power
Cooperative (“AEPCO™). AEPCO delivers power to the Cooperative at the Dos
Condados 230 kV substation. From there, the power is transmitted to Graham’s

distribution substations over the 69 kV lines owned by the Cooperative.

C. Electric System Characteristics

Graham’s system peak load increased from 34,144 KW in 2002 to 42,071 KW in

2007, showing an average annual increase of 4.64 percent over this time period.
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Average number of services, including all classes of customers, increased from
7,545 in 2003 to 8,028 in 2006, indicating an average increase of 2.14 percent per
year. The level of load growth seems reasonable for the rural type of service

territory served by Graham Electric.

No additions were made in the sub transmission system of 69 kV since 1997,
which remains at 79 miles. The distribution lines increased from 1,055 miles in
2003 to 1,079 miles in 2006. The increase of 24 miles of new lines includes new
service connections provided to new customers. An increase in the system
infrastructure development is primarily due to the Cooperative’s five year
construction work plans, including system improvements and upgrades, and seems

to be commensurate with the Cooperative’s load growth.

Annual System Losses

Graham Electric’s annual historic system losses are listed below.

2002 8.31%
2003 11.37%
2004 8.24%
2005 8.73%
2006 8.86%

These losses average 9.1 percent per year for the above noted period 2002-2006,
and include 2-3 percent of Graham’s sub-transmission losses, resulting from
AEPCO’s delivery point at Dos Condados to Graham’s distribution substations.

Therefore, the annual distribution system losses average 6-7 percent for the above
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period. These losses are well within reasonable limits according to the guidelines
provided by the American Public Power Association’s Distribution System Loss
Evaluation Manual applicable to the electrical systems such as that of the
Cooperative’s. Typical distribution system loss values indicated in the said

Manual range between 6 percent for urban systems to 10 percent for rural systems.

Qualitv of Service

The outages that occur in a utility’s system stem from a variety of causes and
determine the quality of service to customers. Some of these causes are storm —
related; others are relative to switching surges, equipment failure and planned
outages. The historical data relative to Graham’s distribution system outages is

shown in the following table.

Year No. of Customers No. of Annual Avg. Customer
Outage Hours QOutage Hours per Year
2003 7,545 13,581 1.8
2004 7,666 23,075 3.0
2005 7,799 31,586 4.1
2006 8,028 23,923 3.0
Average Customer Outage Hours per Year 3.0

According to the Rural Utilities Service (“RUS”) Bulletin 161-5, average customer
outage hours per year of five or under are acceptable. The information indicated in
the above table shows that the Cooperative’s service quality in terms of reliability

meets the RUS standard.
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Distribution System Inspection

During my inspection of Graham’s distribution system, it was noted that several
system improvements and system upgrades were carried out by the Cooperative, in

accordance with the Cooperative’s Five Year Construction Work Plan 2002-2006.

In 2004, Graham Electric completed the Thatcher Plant to Hillcrest 8§ mile long
12.5 kV line rebuild, which included Gila River crossing. The part of this rebuild

on steel poles near the Thatcher Plant Substation was inspected.

The new Cork 69 kV Substation with incoming 69 kV line rebuilt on steel poles
was visited. The purpose of the incoming steel poles over several spans was to
make the line more accessible by siting along the highway on the other side of the
railroad track, and get it out of the brush fire danger to which the old portion of the
line was subjected. The transformer at this substation was increased from 5 MVA
to 12/16/20 MV A to meet additional demand in the area. The current demand on
this substation is 6 MW. Also visited was the new Swift Trail Substation, which is
identical to the Cork Substation, both completed in 2005. This substation was built
to take some of the load off the Cactus substation that was operating close to its
capacity. The Swift Trail double circuit line construction consisted of building
approximately 0.7 mile of double circuit three phase line and 0.5 mile of single
circuit three phase line. The purpose for this construction was to bring the 3
circuits out of the new Swift Trail substation to serve the prison load, and pick up

part of the existing load in the area to relieve the loading on the Cactus Substation.

The system improvements, rebuilding a portion of 69 kV line on steel poles, and

new additions has significantly increased the reliability of the system. The steel
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poles are more robust at angle points as they do not need to be anchored with guy
wires, avoiding preventable outages caused by vehicles hitting into them. The
steel poles also replaced some of the old wooden poles that needed replacement in
congested areas. It was also noted that the substations were properly maintained,
with safety-related equipment installed in the switchgear rooms and ‘Danger’ signs
installed on the fence around the substations. No oil leakage at the substation

transformers was detected.

Graham Electric has an ongoing plan to replace 400-500 wooden poles per year
that have reached the end of their useful lives. The wooden poles have an average
life span of 40 to 50 years, which means that majority of the poles in the
Cooperative’s service territory would be replaced by the time their life span nears
the end, considering that the Cooperative now has approximately 19,000 poles in

its service territory.

Graham has an aggressive plan for tree trimming as it has designated two crewmen
that attend to this work regularly, besides their other duties. In 2007, Graham
hired Asplundh Tree Expert Company to do additional tree trimming in its service

territory.

COST OF SERVICE STUDY

REVIEW PROCESS

Q.
A.

What does Cost of Service Study (“COS”) signify?
There are three steps to take in performing a COS study. They are: 1) functionalization; 2)
classification; and 3) allocation. First, the COS study enables us to determine the system’s

Cost of Service by classifying the utility’s COS (investments and expenses) by function,
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1 such as customer-related, demand-related, and energy-related functions. Second, the
2 study breaks down COS by customer classes to reflect as closely as possible the COS
3 causation by respective customer classes. Third, the results of the COS study provide a
4 benchmark for the revenues needed from each customer category by appropriately
5 allocating the revenue requirement for each customer class.
6
71 Q. Is there a standard COS model?
81 A. There is no standard methodology for designing a COS study, but it is generally advisable
9 to follow a range of alternatives to identify which allocations are more reasonable than
10 others. For that reason, the COS study should be used as a general guide only and as one
11 of many considerations in designing rates.
12
13 Q. What process was used in reviewing the Cooperative’s COS study?
144 A. First, I reviewed the model used by the Cooperative in developing various allocation
15 factors in the bundled COS study. Second, I reviewed the Test Year ended September 30,
16 2006, rate base, revenues and expenses in the bundled rate case, adjusted by the
17 Cooperative by its Pro Forma adjustments, and matched them with the appropriate
18 schedules contained in the application. Third, I incorporated the changes in the COS
19 study that Staff witness, Gerry Becker, had made to the revenue requirement. These
20 changes related, among others, to fuel adjustor revenue and cost of power.

|

|

\

21
‘ 221 Q. What models were used by the Cooperative in developing its COS study and how
23 satisfied is Staff with the results obtained by utilizing these models?

‘ 241 A. For the bundled rate case, Graham Electric used the model that was recommended by Staff

25 and approved by the Commission in the last rate case. For the unbundled rate case, the

26 Cooperative did not perform the full fledged COS study, because of the cost of
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approximately $10,000. Commission Staff Bill Musgrove will address the unbundled

COS study in more detail in his testimony.

The demand related allocation factors are based on 4 Coincident Peak (“4CP”) and
Average method in the model. Other factors relative to customer-related and energy-
related functions appear to be reasonable. I evaluated the model for the bundled rate case
and ascertained the reasonableness of the results. The relevant Staff adjusted schedules,

G1 thru G18 for the bundled case are included in Exhibit 1.

What is meant by four coincident peaks?

Coincident peak means the maximum system demand which occurs at the same time that
the AEPCO peak occurs every month. Graham Electric is charged by AEPCO based on
its peak coincident with AEPCO’s peak. Four coincident peaks are the four monthly peak
demands that Graham experiences coincident with AEPCO’s peak in the same respective

months.

What is meant by non-coincident peak that Graham Electric experiences?
Non-coincident peak is the maximum demand experienced by Graham Electric in a
specified period of time, such as a month or a year, which occurs at a time other than the

time when AEPCO experiences its peak.

CONCLUSIONS AND RECOMMENDATIONS

Q.

Based upon your testimony, what are Staff’s conclusions and recommendations
regarding the engineering evaluation of Graham’s electrical system and the COS
study?

Staff’s conclusions and recommendations are as follows:
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It is Staff’s conclusion that Graham Electric:

a. is operating and maintaining its electrical system properly,

b. 1s carrying out system improvements, upgrades and new additions to meet
the current and projected load of the Cooperative in an efficient and
reliable manner.  These improvements, system upgrades and new
construction are reasonable and appropriate.

c. has acceptable level of system losses, consistent with the industry
guidelines, and

d. has a satisfactory record of service interruptions in the historic period from
2003 thru 2006, reflecting satisfactory quality of service.

Staff further concludes that Cooperative has used the COS model for the bundled

rate filing appropriately and consistent with the model approved by the

Commission in the last rate filing by the Cooperative.

Staff further concludes that, based on the evaluation of the COS model utilized by

the Cooperative, the results are satisfactory, and in compliance with the

Commission Order in Decision No. 66382 in that Graham Electric has included

Street Light class in the unbundled COS study in this rate filing. In his testimony,

John Wallace states that the Cooperative did not do full fledged Unbundled COS

study because of the prohibitive costs involved. Plus, the Cooperative’s service

territory is not yet open to competition. ACC Staff Bill Musgrove will address

Graham’s unbundled COS in more detail in his testimony.

Staff recommends that:

a. Graham Electric should continue to pursue the wooden pole replacement
and tree trimming program, and other necessary system improvements and

additions reflected in the Cooperative’s 5-year Work Plan 2002-2006.
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b. Graham Electric should continue to use the same COS model for the

bundled case in future rate cases as used in this rate filing.

Q. Does that conclude your testimony?

A, Yes, it does.
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