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EXECUTIVE SUMMA.RY

TRICO ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-0146lA-08-0430

Having examined relevant portions of Trico Electric Cooperative, Inc.'s ("Trico" or
"Cooperative") rate case filing, the Arizona Corporation Commission ("ACC" or "Commission")
Utility Division Staff ("Staff") testimony covers rate design aspects of the case and reporting of
overall changes compared to Trico's current rates. The changes and various rate design issues
are summarized below:

SUMMARY OF RATE DESIGN

Normalization and Annualization

Staff prepared Schedules SPI-1 to demonstrate that total system revenues from sales in
the amount of $80,04l,l 10 (CSB-9) will be collected through Trico normalized/Staff adjusted
billing determinants and the rates proposed by Star

Time-Of-_use ("TOU") Residential Rates

Trico recommends changes to Residential TOU rates that will provide an appropriate
price signal to move customers off its coincident peak, cover the cost of service and provide an
appropriate return. Trico's proposed changes include modification of both daily on-peak hours
and days. Notable among its recommendations are Trico's proposals to include weekend on-
peak hours and to implement a three-stage phase~in period for rates applicable to Residential
TOU customers. Staff supports implementing TOU rates that send appropriate price signals and
also provide appropriate returns. However, Staff does not support implementing a phase-in
process or the introduction of on-peak weekend hours. Staffs recommendations are discussed in
detail in the Rate Design section of this testimony.

Interruptible Service Terms ancj Conditions

Staff supports intemlptible rates because they help reduce current power supply costs that
are eventually passed on to ratepayers, and such rates also offer. the opportunity for the
Cooperative to plan for less purchased power than would otherwise have to be purchased. Also,
participating rate payers benefit by receiving reduced monthly rates in exchange for accepting
service under an intemlptible rate schedule. The success of intenuptible rates depends on a
strongly worded consequence for customer~initiated ovcnidcs. Trico proposes to continue an
override penalty demand cost in the amount of $29.50 per kw, per month. Staff supports this
rate as being sufficiently stringent to discourage customer-initiated overrides. Staff is concerned
that the condition is not worded as a mandatory removal from the Schcdulc for at least 18-
months in cases when more than two customer-initiated overrides are implemented during a
calendar year.

I I I I lllll1_ll111-_
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Q.

A. The overall effect of implementing rates recommended by Staff is to increase annual

revenues firm sales of electricity from a Staff~adjusted amount of $73,997,393 to

$80,041,110, or an increase in the amount of$6,043,717 (8.17 percent).

OVERALL CHANGES COMPARED TO CURRENT RATES

What is the overall effect of implementing the rates Staff recommends?

1

2

3

4

5

6

7

8

9

Q-

A. In its application, Trico is proposing to:

a) Move each class rate of rectum closer to the system average rate of return.

RATE DESIGN, REVENUE ALLOCATION, AND GENERAL TARI FF ISSUES

Please summarize changes Trico is proposing to its rate design.

b) Move revenues that are currently collected through the Wholesale Power Cost
Adjustor ("WPCA") into base rates.

c) Increase each applicable rate Class' monthly customer charge to move it closer to cost
of service.

d) Make changes to the Residential Time-of-Use ("TOU") rate that will provide a price
signal to move customers off of its coincident peak, cover the cost of service, and
provide an adequate return. Trico's proposed changes include modification of both
daily on-peak hours and on-peak days.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

e) Change the rate design of its time-of-day water pumping rate from defined on-peak
and off-peak periods to a structure that includes a coincident peak demand charge.

f) Separate its street lighting and outdoor lighting tariff into separate tariffs.

27

28 Q- Please describe the adjustments that Staff made to Trico's rate design.

Staff made adjustments to Trico's rate design proposal including:29

30
31
32
33
34

a) Proposing rate changes that are designed to produce annual revenues Rom sales in the
amount of$80,04l,110 (CSB-9).

A.

b) Not recommending a phase-in of Trico's proposed TOU rates.
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c) Moving revenues that were collected through the WPCA into base rates, but assuming
a slightly higher base cost of purchased power than that used by Trice.

d) Limiting increases to existing monthly customer charges to the 10-15 percent range to
be more closely aligned to the recommended overall percent increase of approximately
8 percent.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

e) Removing Demand-Side Management adjustor ("DSMA") revenues from the rates.

f) Reverting Trico's proposed Time of Day Pumping Service ("TOD-P") rate structure
from a demand rate with no defined discount times back to a more traditional time of
use rate.

g) Changing the terms and conditions of discontinuation of interruptible service for
overriding interruption on both the Interruptible Service for Commercial and Industrial
(IS-1) rate schedule and the Intenuptible Service for Imlgation and Water Pumping
Service (IS-2) rate schedule.

Q- Please expand on the findings contained in Schedule SPI-3.

A. SPI-2.1 summarizes existing and Staff's proposed rates, but does not readily provide

answers to the questions of how much will customer billings be impacted by proposed

rates or what will be the percentage change to customers billings. Staff recognized the

need for this information and developed SPI-2.2 for the Residential class, SPI-2.3 for the

Residential TOU class and SPI~2.4 for the General Service 1 class.

18

19

20

21

22

23

24

25

26

27

28 A.

29

30

31

32

33

Q. Please discuss its recommendations regarding proposed Residential TOU rates and

Trico's proposal for implementation.

According to Mr. Hedrick's testimony (pp. 15-16), new rates are proposed to be phased-in

over three phases. In response to a Staff-initiated data request, Trico would implement

proposed first phase rates and conditions at the time of Commission approval. Six months

after Phase I rates were put into effect, Phase II rates would become effective. Twelve

months after the effective date of Phase I, Phase .III rates would be put into effect. In

addition, starting with Phase I, Sundays are proposed to contain on-peak hours from
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