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EXECUTIVE SUMMARY
TRIICO ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01461A-08-0430

Prem Bahl’s testimony makes recommendations regarding the Arizona Corporation
Commission (“Commission” or “ACC”) Utilities Division Staff’s (“Staff””) position in the case
of Trico Electric Cooperative, Inc.’s (“Trico” or “Cooperative”) application for a general rate
increase. Staff reviewed Trico’s Cost of Service Study (“COSS”) and Staff has the following
conclusions and recommendations:

CONCLUSIONS

Based on Staff’s evaluation and analysis of Trico’s Cost of Service study results, Staff
concludes that:

1. Trico has used its COSS model for the bundled rate filing appropriately. The model
used by Trico is consistent with what the Commission approved for use in Trico’s
previous rate case (Docket No. E-01461A-04-0607; Decision No. 68073);

2. the results of the application of COSS model are reasonable.

RECOMMENDATIONS

Based on the aforementioned conclusions, Staff recommends that the Commission accept
Trico’s Cost of Service Study for use in this case.
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1| INTRODUCTION

21 Q. Please state your name and business address.

30 A My name i1s Prem K. Bahl. My business address is 1200 West Washington Street,
4 Phoenix, Arizona 85007.

5

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

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

9

101 Q. Please describe your educational background.

11 A. I graduated from the South Dakota State University with a Masters degree in Electrical

12 Engineering in May 1972. I received my Professional Engineering (“P.E.”) License in the
13 state of Arizona in 1978. My Bachelor of Science degree in Electrical Engineering was
14 from the Agra University, India in 1957.

15

16] Q. Please describe your pertinent work experience.

17 A. I worked at the Arizona Corporation Commission from 1988 to 1998 as a Ultilities

18 Consultant, and have subsequently worked at the Commission as an Electric Utilities
19 Engineer since June 2002. During this time period of over sixteen years, I conducted
20 engineering evaluations of electric utility rate cases and financing cases, such as Arizona
21 Public Service Company, Tucson Electric Company, Southwest Gas Company, Trico
22 Electric Cooperative, Duncan Valley Electric Cooperative; Sulphur Springs Valley
23 Electric Cooperative, Graham County Electric Cooperative, and Graham County Ultilities,
24 Inc., Gas Division. I inspected utility power plants including the Palo Verde Nuclear
25 Generating Station. I was involved with the development of retail competition in Arizona

26 and of DesertStar, an Independent System Operator (“ISO”) for the desert southwest
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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 (“AISA”) as an interim organization until
commercial operation of DesertStar, which later evolved as WestConnect, a Regional
Transmission Operator (“RTO”). Since rejoining the Commission, I have reviewed the
utilities’ load curtailment plans; coordinated with the Commission Consultants to hold six
workshops to report on the second thru the fifth Biennial Transmission Assessments for
Arizona. I have also worked on compliance of Certificates of Environmental
Compatibility including Harquahala, Panda Gila River, Red Hawk, Northern Arizona
Project, and Coolidge power plants. In 2004, I testified in the line siting cases of Tucson
Electric Power Company’s (“TEP”) 138 kV Robert Bills-Wilmont Substation and Trico
Electric Cooperative’s 115 kV Sandario Project. In 2007 and 2008, I testified in the Palo
Verde to North Gila 500 kV project, 138 kV Vail to Cienega project and the Coolidge

Station project.

From July 2001 to June 2002, I had my own consulting engineering firm, named P. K.
Bahl & Associates. During that time, [ was involved with deregulation of the electric
power industry and the formation of RTOs, addressing the planning, congestion
management, business practices and market monitoring activities of the then Northwest

RTO and the MidWest ISO.

From July 1998 to August 2000, I worked as Chief Engineer at the Residential Utility
Consumer Office. During that time period, I performed many of the duties I performed at
the Commission. I was also involved with the Distributed Generation Work Group that
looked at the impact of development of distributed generation in Arizona on system

reliability, and modifications of interconnection standards currently specified by the
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jurisdictional utilities. I was a member of the AISA Board of Directors from September
1999 until June 2000. I was involved in the deliberations of the Market Interface
Committee of the North American Electric Reliability Council (“NERC”). 1 also
published and presented a number of technical papers at national and international
conferences regarding transmission issues and distributed generation during the last thirty

years.

Prior to my employment with the Commission, I had worked as an electrical engineer with
electric utilities and consulting firms in the transmission and generation planning areas for
approximately thirty two years, including ten years’ experience at the Punjab State
Electricity Board (“PSEB”) in India from 1960 to 1970. I worked as Executive Engineer
at the PSEB from 1968 to 1970 prior to coming to the United States in 1970.

Q. As part of your assigned duties at the Commission, did you perform an analysis of

the application that is the subject of this proceeding?

A. Yes, I did.

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

PURPOSE OF TESTIMONY

Q. What is the purpose of your prefiled testimony?
A. The purpose of my testimony is to discuss Staff’s engineering evaluation of Trico Electric
Cooperative, Inc.’s (“Trico” or “Cooperative”) Cost of Service Study (“COSS”) for the

bundled rate case, and present the results of this review.
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1|l Utility Overview

2 Trico, a Touchstone Energy® Cooperative, is a member-owned, not-for-profit electric
3 cooperative headquartered in Marana, Arizona, northwest of Tucson. Established in
4 1945, Trico serves more than 37,000 customers over nearly 3,200 miles of line. Trico
5 serves a diverse membership, including urban, suburban and rural communities in
6 northwest Tucson, Green Valley, Marana, Sahuarita, Corona de Tucson and Arivaca.
7 AEPCO’s power is delivered to Trico through the transmission system of Southwest
8 Transmission Cooperative, Inc. (“SWTC”) and is measured at SWTC’s wholesale delivery
9 points. The Cooperative’s service territory is located within Western Area Power
10 Administration’s (“WAPA”) Control Area'.
11

12|| COST OF SERVICE STUDY
13f Q. What is the purpose of preparing a Cost of Service Study (“COSS”)?

14§ A. There are three steps to take in performing a COSS. 1) functionalization; 2) classification,

15 and 3) allocation. First, the COSS enables us to determine the system’s cost of service by
16 classifying the utility’s costs (investments and expenses) by function, such as customer-
17 related, demand-related, and energy-related functions. Second, the study breaks down
18 costs by customer classes to reflect, as closely as possible, the cost causation by respective
19 customer classes. Third, the result of the COSS provides a benchmark for the revenues
20 needed from each customer category by allocating the revenue requirement for each
21 customer class.

' A Control Area monitors actual and scheduled transmission transactions to assure load and generation are balanced
| within its system and power flows are within the ratings of the transmission facilities.
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1§ Q. Is there a standard COSS model?

! 21 A There is no standard methodology for designing a COSS, but it is generally advisable to
3 follow a range of alternatives to identify which allocations are more reasonable than
4 others. For that reason, the COSS should be used as a general guide only and is only one
5 of many considerations in designing rates.
6
7f Q What process was used by Staff in reviewing the Trico’s COSS?
8 A. First, I reviewed the model used by the Cooperative in developing various allocation
9 factors in the bundled COSS. Second, I reviewed the Test Year (“TY 2007”) rate base,
10 revenues and expenses in the bundled rate case, adjusted by the Cooperative by its Pro
11 Forma adjustments, and matched them with the appropriate schedules contained in the
12 application. Third, I incorporated the changes in the COSS that Staff witness, Crystal
13 Brown, had made in the revenue requirement.
14

15 Q. What model was used by Trico in developing its COSS and is Staff satisfied with the
16 input data utilized in this model?

17 A. For conducting the COSS, Trico engaged the services of C. H. Guernsey & Company

18 (“Consultants™), out of Oklahoma City, Oklahoma. The Consultants used their in-house
19 model, named CoOPTIONS. The same model was used by the Consultants and was
20 approved by the Commission in the last rate case filed by Trico (Docket No. E-01461A-
21 04-0607, Decision No. 68073).

22

23 Q. What did Staff determine from its review of the Cost of Service Study?

241 A. Trico’s COSS used appropriate methods to functionalize, classify and allocate costs. The

25 weighting factors Trico used were reasonable. Trico appropriately used the "Sum of 12
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1 Non-coincident Peaks (“NCP”)*" to allocate demand charges to each of the customer
2 classes. A 12-month demand allocation factor was developed using the monthly
3 purchased demand values during the test year, as the system monthly total. The allocation
4 of monthly demand responsibility was made to all of the classes with metered demand by
5 applying the appropriate losses, Load Factors® and Coincidence Factors® to metered
6 demand values for that class. After the allocation of Coincident Peak (“CP”)°, demand
7 responsibility was made to the classes with metered demand, the remainder of the CP
8 demand was assigned to the non-demand metered classes (such as Residential, General
9 Service (1), and Time of Day Water Pumping) based on their respective kWh sales.
10
11 The COSS model appropriately calculated the components of the bundled case. Attached
12 herewith as Exhibit 1 is the Cost of Service Study Schedules, showing Cost Allocation
13 Summary - Staff Adjusted Rates (Schedule PB-G 1.0), and Summary of Components of
14 Expenses (Schedule PB-G 4.0).
15

16§ Q. Did the methods used by Trico comply with industry standards?

171 A. Trico used procedures and methodology that are generally accepted standards throughout

18 the utility industry for its cost of service study. Allocation of invested capital and
19 operating expenses were allocated to the respective customer classes on the basis of
20 demand, energy and other customer related factors.

2 Non-coincident Peak is the maximum demand experienced by Trico 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.

3 Load Factor is calculated as the ratio of energy to demand for a set time frame. The load factor based on maximum
demand will always be between 0 and 1.

* Coincidence Factor is the ratio of coincident demand to maximum demand. This will always be between 0 and 1
because coincident demand should always be less than or equal to maximum demand.

> Coincident Peak means the maximum system demand which occurs at the same time that AEPCO peak occurs
every month. Trico is charged by AEPCO based on its peak coincident with AEPCO’s peak.
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CONCLUSIONS AND RECOMMENDATIONS

Q. Based upon your testimony, what are Staff’s conclusions and recommendations
regarding its evaluation of Trico’s COSS?

A. Staff’s conclusions and recommendations are as follows:

CONCLUSIONS
Based on Staff’s evaluation and analysis of Trico’s Cost of Service study results, Staff
concludes that:

1. Trico has used its COSS model for the bundled rate filing appropriately. The
model used by Trico is consistent with what the Commission approved for use
in Trico’s previous rate case (Docket No. E-01461A-04-0607; Decision No.
68073);

2. the results of the application of COSS model are reasonable.

RECOMMENDATIONS
Based on the aforementioned conclusions, Staff recommends that the Commission accept
Trico’s Cost of Service Study for use in this case.

Q. Does this conclude your direct testimony?

A. Yes, it does.




EXHIBIT 1

TRICO’S COST OF SERVICE STUDY SCHEDULES

e Cost Allocation Summary — Staff Adjusted Rates (Schedule G 1.0)
e Cost Allocation Summary — Components of Expenses (Schedule G 4.0)
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