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GARY PIERCE e
PAUL NEWMAN b ULAE COILAISOION
SANDRA D. KENNEDY LOCHET SUHTROL
BOB STUMP

COMMISSIONERS

IN THE MATTER OF THE APPLICATION OF | DOCKET NO. E-01461A-08-0430
TRICO ELECTRIC COOPERATIVE, INC., AN
ARIZONA NONPROFIT CORPORATION,
FOR A PERMANENT RATE INCREASE, FOR
A DETERMINATION OF THE FAIR VALUE
OF THE CORPORATION’S ELECTRIC
SYSTEM FOR RATEMAKING PURPOSES,
FOR A FINDING OF A JUST AND
REASONABLE RATE OF RETURN STAFF’S NOTICE OF FILING
THEREON, AND FOR APPROVAL OF RATE DIRECT TESTIMONY
SCHEDULES DESIGNED TO DEVELOP
SUCH RETURN.

Staff of the Arizona Corporation Commission (“Staff”) hereby files the Direct Testimony of
Steve Irvine of the Utilities Division in the above-referenced matter.

Initially, responsibility for Staff’s rate design testimony in this matter had been assigned to
Mr. Jerry Anderson. However, Mr. Anderson’s retirement resulted in the need to reassign the matter.

While the procedural schedule called for Staff to file this testimony on or before March 27,
2009, the unavailability of various Staff members required that the matter ultimately be reassigned to
Mr. Irvine on very short notice.

RESPECTFULLY SUBMITTED this 31 day of March, 2009.

Vo

Arizona Corporation Commission Kevin O. Torre
DOCKETED Nancy L. Sco ,Atto ey
Arizona Corgoration’ Commission
g 1 7008 1200 W. Washington St.
MAR § 1 2005 Phoenix, AZ 85007
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Original and thirteen (13) copies
of the foregoing were filed this
31% day of March, 2009 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85008

Cospy of the foregoing mailed this
31” day of March, 2009 to:

Russell E. Jones, Esq.

D. Michael Mandig, Esq.

Waterfall Economidis Caldwell

Hanshaw & Villamana, P.C.

5210 East Williams Circle, Suite 800
Tucson, Arizona 85711-4482

Attorneys for Trico Electric Cooperative, Inc.

C. Webb Crockett

Patrick J. Black

Fennemore Craig, PC

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Attorneys for Freeport-McMoRan

Nicolas J. Enoch

Lubin & Enoch, PC

349 North Fourth Avenue
Phoenix, Arizona 85003
Attorneys for IBEW Local 1116




DIRECT

TESTIMONY

OF

STEVE IRVINE

DOCKET NO. E-01461A-08-0430

IN THE MATTER OF THE APPLICATION OF TRICO ELECTRIC
COOPERATIVE, INC. FOR A PERMANENT RATE INCREASE,
FOR A DETERMINATION OF THE FAIR VALUE OF ITS PROPERTY,
FOR A FINDING OF A JUST AND REASONABLE RATE OF
RETURN THEREON, AND A JUST AND REASONABLE
RETURN, AND FOR APPROVAL OF RATE SCHEDULES DESIGNED
TO DEVELOP SUCH RETURN

MARCH 31, 2009




BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES
Chairman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY

Commissioner
BOB STUMP
Commissioner

IN THE MATTER OF THE APPLICATION OF
TRICO ELECTRIC COOPERATIVE, INC. FOR
A PERMANENT RATE INCREASE, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS PROPERTY, FOR A FINDING OF A JUST
AND REASONABLE RATE OF RETURN
THEREON, AND A JUST AND REASONABLE
RETURN, AND FOR APPROVAL OF RATE
SCHEDULES DESIGNED TO DEVELOP

SUCH RETURN

DOCKET NO. E-01461A-08-0430

s’ s’ Nnat? Nt N st mat s st “wt s

DIRECT
TESTIMONY
OF
STEVE IRVINE
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

MARCH 31, 2009




TABLE OF CONTENTS

Page
INTRODUCGTION ....otcrenieieieuieceerertestetessesessssensesssessesasssssasassensensnssssasessasaesssssessssssessessssastasssaess 1
OVERALL CHANGES COMPARED TO CURRENT RATES ......ccccvcinininniniiiinesnennens 2
RATE DESIGN, REVENUE ALLOCATION, AND GENERAL TARIFF ISSUES.................. 2
SCHEDULES
Derivation of Staff’s Recommended Revenues...........cccviiiiiniininiinniciinnnncneninnn. SPI-1
Summary of Staff’s Proposed Rates ........covueriiereecceinicicicicniintnce i SPI-2.1
Rate Comparisons - Residential.........ccvvvveneninieniiiniineicniiinceessseeisssses e SPI-2.2
Rate Comparisons — Residential Time-Of-Use.........cccccecvivinininnicinninininnninnenn. SPI-2.3

Rate Comparisons — General SErVICE 1 ... enesases SP1-2.4




EXECUTIVE SUMMARY

TRICO ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01461A-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 $80,041,110 (CSB-9) will be collected through Trico normalized/Staff adjusted
billing determinants and the rates proposed by Staff.

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. Staff’s recommendations are discussed in
detail in the Rate Design section of this testimony.

Interruptible Service Terms and Conditions

Staff supports interruptible 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 interruptible rate schedule. The success of interruptible rates depends on a
strongly worded consequence for customer-initiated overrides. 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 rcmoval from the Schedule for at least 18-
months in cases when more than two customer-initiated overrides are implemented during a
calendar year.
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1 OVERALL CHANGES COMPARED TO CURRENT RATES
21 Q. What is the overall effect of implementing the rates Staff recommends?
3f A The overall effect of implementing rates recommended by Staff is to increase annual
4 revenues from sales of clectricity from a Staff-adjusted amount of $73,997,393 to
5 $80,041,110, or an increase in the amount of $6,043,717 (8.17 percent).
6
71 RATE DESIGN, REVENUE ALLOCATION, AND GENERAL TARIFF ISSUES
g8 Q. Please summarize changes Trico is proposing to its rate design.
9 A. In its application, Trico is proposing to:
10 a) Move each class rate of rcturn closcr to the systcm average rate of retum.
11
12 b) Move revenues that are currently collected through the Wholesale Power Cost
13 Adjustor (“WPCA”) into base rates.
14
15 c¢) Increase each applicable rate class’ monthly customer charge to move it closer to cost
16 of service.
17
18 d) Make changes to the Residential Time-of-Use (“TOU”) rate that will provide a price
19 signal to move customers off of its coincident peak, cover the cost of service, and
20 provide an adequate return. Trico’s proposed changes include modification of both
21 daily on-peak hours and on-peak days.
22
23 e) Change the rate design of its time-of-day water pumping rate from defined on-peak
24 and off-peak periods to a structure that includes a coincident peak demand charge.
25
26 f) Separate its strect lighting and outdoor lighting tariff into separate tariffs.
27
281 Q. Please describe the adjustments that Staff made to Trico’s rate design.
299 A Staff made adjustments to Trico’s rate design proposal including:
30
31 a) Proposing rate changes that are designed to produce annual revenues from sales in the
32 amount of $80,041,110 (CSB-9).
33
34 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 Trico.

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.

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 Interruptible Service for Irrigation and Water Pumping
Service (IS-2) rate schedule.

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

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.

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 rcquest, 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 ratcs would become effective. Twelve

months after the effective date of Phase I, Phasc 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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