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INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is David W. Hedrick and my business address is 5555 North Grand
Boulevard, Oklahoma City, Oklahoma 73112-5507.

MR. HEDRICK, BY WHOM ARE YOU EMPLOYED AND IN WHAT
CAPACITY?
I am employed by C. H. Guernsey & Company, Engineers, Architects and

Consultants. I am Vice-President and Manager of the Analytical Services

group.

DID YOU ALSO PRE-FILE DIRECT TESTIMONY IN THIS
MATTER ON BEHALF OF TRICO ELECTRIC COOPERATIVE,
INC. (“TRICO” OR THE “COOPERATIVE”)?

Yes.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN
THIS PROCEEDING?

The purpose of my rebuttal testimony is to provide the TRICO’s position
with regard to certain recommendations made by Arizona Corporation
Commission (“Commission”) Staff witnesses. Only those recommendations
made by Staff with which TRICO would like Staff to re-evaluate are
included in my testimony. TRICO accepts the other recommendations made

by Staff witnesses not addressed in my testimony.
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REBUTTAL SUMMARY

PLEASE STATE TRICO’S POSITION WITH REGARD TO THE
RECOMMENDATIONS MADE BY STAFF WITH WHICH TRICO
DOES NOT AGREE.

Overall Trico had very few differences with Staff’s recommendations.

TRICO has been encouraged by the process to date and feel that Staff has a

good understanding of TRICO’s critical financial needs. Several of the areas

in which TRICO is in opposition with Staff’s recommendations however, are

critical to Trico’s operations and financial stability. The major areas of]

concern are:

1.
2.
3.

Residential TOU rate design should be more effective

Monthly customer service charges are insufficient

Minor changes in the recommended interruptible rate tariffs that
would provide operational benefits

Language changes and clarifications are necessary in the line

extension policy

TRICO’s positions on the above areas are:

1.

TRICO requests that Commission Staff re-evaluate its
recommended rate design for the Residential TOU. TRICO strived
to create a Residential TOU rate that provides sufficient recovery
of costs and sends a strong enough price signal to its customers.
Staff’s recommended rate design for the Residential TOU rate falls
short of these goals. TRICO fears that the Staff’s proposed

Residential TOU rate will result in a continued ineffective rate

-3-
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which will have a negative rate of return and does not promote
energy efficiency. TRICO has proposed a revised Residential TOU
rate as a compromise. (See Exhibit Rebuttal DH-2.0 page 4 of 6

section 10.)

. The Staff’s recommended changes to the customer charge

component of the rate are insufficient and do not support TRICO’s
fixed cost analysis. The cost data included in the cost of service
supports higher level of customer charges and the higher customer
charges send the proper pricing signal. In addition, higher
customer charges have been approved by the Commission for other
cooperatives. TRICO’s new proposed rate design increases the
customer charges to a level higher than Staff’s proposed but less
than TRICO’s originally proposed as a compromise. (See Exhibit
Rebuttal DH - 2.0 pages 1 - 6)

. The Staff’s recommended change to the IS-1 and IS-2 rates that

customers “shall” be removed from the rate if there are more than
two overrides in a period of 12 months is not necessary. The rate is
designed to impose a significant penalty and to recover the costs
incurred when a customer overrides an interruption. To the extent
that a customer is able to interrupt even a portion of its load, this is
beneficial to both the customer and to the cooperative. TRICO
recommends that the language in the IS-1 and IS-2 rate continue to
state that the customer “may” be removed and the period of time

should be 12 months as provided by the Commission in its

Decision in TRICO’s last rate case.
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4. TRICO would like to clarify several areas of the line extension
policy to ensure that the language does not put TRICO in a difficult
financial position.

TRICO’S REBUTTAL ANALYSIS

Residential Time of Use Rate Design

WHY DOES TRICO OPPOSE STAFF’S PROPOSED RATE DESIGN
FOR THE RESIDENTIAL TOU RATE?

One of the primary objectives of the filing was to correct the problem with
the Residential TOU rate. As detailed in my direct testimony, the existing

rate design for this class does not send the appropriate price signal nor does it

- provide sufficient revenues to cover the cost of providing service. TRICO’s

proposed rate for Residential TOU resulted in a proposed increase ofl]
$1,434,507 or 37.78% for this class (see schedule H-1.0). This was based on
the class cost of service (Schedule G-1.0, Page 1 of 2, in the rate filing)
which shows that this class requires an increase of $1,997,609 or 51.23% to
cover the costs of providing service and a uniform rate of return. No
objections have been raised with respect to the cost of service study. TRICO
also proposed that the 37.78% increase be phased in with three steps over a
twelve month period. TRICO’s proposed Residential TOU rate included
defined on-peak hours on all days including Saturdays and Sundays.

Staff recommends that the Residential TOU rate be increased by
approximately $695,000 or 18.23% all in one step. Staff also proposes to

exclude Saturdays and Sundays from the On-Peak hour’s definition.
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Staff’s recommendation does not provide a complete solution to the problem
with the Residential TOU rate. Although the rate increase is significant,
under Staff’s proposal, this rate class would continue to significantly under
recover and in fact result in a net deficit of revenue from this class. The
Residential TOU rate is an optional rate which provides a customer the
ability to reduce their billing, provided they modify their consumption in
such a way to avoid or significantly reduce their consumption during on peak
periods. All customers on this rate have the option of taking service on the
standard Residential rate. The existing Residential TOU rate was flawed
because the customer can switch to this rate and receive a lower bill without
modifying their consumption behavior. Staff’s recommended rate continues
to promote this problem although to a lesser degree as the original rate
design. TRICO feels this is the opportunity to get the rate design corrected
and send the proper price signal for reduced demand consumption during
peak periods. Sending the correct pricing signal will also help meet the
Commission’s goal towards energy efficiency and its proposed goal of 20%

less energy by 2020.

Staff’s proposed rate design does not include any increase in the customer
charge for this rate class. The customer charge for this rate class should be
increased in an amount equal to the increase in the customer charge for the
standard Residential class. The customer related costs to serve a TOU
customer are higher than for a standard customer. The cost of service study
indicates that the customer related cost of providing service for a Residential
TOU customer is $43.49/Cust/Mo (Schedule G-6.0, Page 1 of 8). Therefore,

a higher customer charge is justified.
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Staff’s proposes to exclude Saturdays and Sundays from the on-peak
definition. The reason given for this change provided by Staff witness Steve
Irvine in his Direct Testimony, page 4, lines 12 and 13 is:
“The reason Staff cannot support weekend on-peak hours is that
customers may feel the imposition of weekend on-peak rates

unduly burdensome.”

TRICO recognizes that the inclusion of on-peak hours during the weekend
have the potential of being burdensome for the customer. In consideration of]
the weekend on-peak periods, TRICO proposed in its original filing to reduce
the daily on-peak hours to help alleviate the burden to the customer. TRICO
believes that keeping the total number of on-peak hours essentially the same

provides the necessary incentive for the customers to remain on the tariff.

The Residential TOU rate design reflects the costs that TRICO incurs from
its power supplier AEPCO. AEPCO’s peaks used to determine the billing to
TRICO, have routinely occurred on weekends during the past three years.
Attached Exhibit Rebuttal DH-3 shows the peak days and times for 2006,
2007 and 2008. The peak occurred on Sunday three times or 25% in 2006.
The peak has occurred on three times or 25% in 2007 and four times or 33%
in 2008. This is not an unexpected occurrence given that AEPCO’s member
systems serve primarily residential customers. Excluding weekend days
from the on-peak definition makes the rate much less effective and other
customers would be subsidizing the Residential TOU customers during the

weekends. Customers can operate on these two frequently occurring peak

-7-
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days without any consequence or concern for the costs that are being
incurred. This simply does not send the appropriate price signal to the
customer nor does it help to reduce the level of required generation to

provide service.

TRICO proposes a compromise Residential TOU rate which increases the
class revenue requirement above that recommended by Staff but lower than
originally recommended by TRICO. The increase is $1,144,792 or 30.01%.
TRICO would be willing to phase in this increase in two steps over a twelve
month period rather than one. The revised proposed rate is designed

assuming that weekends are included in the on-peak definition.

Exhibit Rebuttal DH-1.0 provides a summary of the impact of TRICO’s
proposal on each rate class. This exhibit shows the compromise TRICO is
suggesting based on Staff’s proposed billing units. Exhibit Rebuttal DH-2.0
shows the proof of revenue and TRICO’s suggested compromises concerning

specific rate issues.

Monthly Customer Charge
WHY DOES TRICO OPPOSE STAFF'S RECOMMENDED
CUSTOMER CHARGES?
StafPé recommended increases in the customer charges do not provide
sufficient movement toward rates which are reflective of the cost of
providing service. Even at TRICO’s originally filed monthly customer

charges, the monthly charge is significantly lower than the actual cost of]
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providing service. Schedule G-6.0 in the rate filing provides the unbundled
costs of providing service to each rate class. The “Total Customer” cost as
shown on Schedule G-6.0 (starting on page 1 of 8) reflects Distribution
Wires Customer charges which are TRICO’s fixed customer related costs.
The attached exhibit, Rebuttal Exhibit DH 4.0, shows a comparison of]
TRICO’s existing customer charges, TRICO’s original filed rate request
customer charges, Staff’s proposed customer charges, the data from Schedule
G 6.0 and TRICO’s newly proposed compromise customer charges. TRICO
feels that these newly proposed charges reflect a reasonable solution. Please
note that several of the requests are less than a dollar except for the
Residential TOU rate class which is $3.00. However this is due to the fact

that this rate class received no increase from Staff’s original proposal.

The costs shown on Schedule G-6.0 are costs TRICO incurs to make service
available prior to any kWh being sold. Included in this cost are customer
related overhead line costs, customer related transformer costs, meter costs,
meter reading, billing and customer service costs. In order to send the proper
pricing signal, the fixed customer charge component of the rate should be

increased closer to the actual cost.

The increase in the customer charge can also help start de-coupling revenues
and energy usage thus helping TRICO implement DSM programs with out
disincentives. By increasing the customer charge component of the rate,
TRICO 1s less dependent upon the sale of energy to recover its fixed

distribution costs. As the customer charge is increased, energy efficiency
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and conservation programs have less of a negative impact on the

cooperative’s ability to recover its costs and meet its financial goals.

The Commission has approved increases in customer charges which are
similar to those requested by TRICO. TRICO and Navopache Electric
Cooperative both received substantial increases in the customer charge
component of the rate in their last rate filings before the Commission. The
approved change in the residential rate for these cooperatives is provided in

the table below.

Previously La(S:taISQCate

Existing Approved
TRICO $ 8.00 $12.00
Navopache $11.25 $18.30

TRICO would like to work with the Commission to find a resolution to this
issue. In Exhibit Rebuttal DH — 2.0 TRICO shows its proposed solution to
the monthly fixed charges keeping approximately the same total revenues as
Staff originally proposed by increasing the fixed customer charge but

reducing the Staff proposed energy charge.

Interruptible Rates
WHY DOES TRICO DISAGREE WITH STAFF’S
RECOMMENDATION REGARDING THE IS-1 AND IS-2 RATES?

-10 -
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The Staff’s recommended change to the IS-1 and IS-2 rates that customers
“shall” be removed from the rate if there are more than two overrides in a 12
month period is not necessary. The rate is designed to impose a penalty and
to recover the costs incurred when a customer overrides an interruption. To
the extent that a customer is able to interrupt even a portion of its load, this is
beneficial to both the customer and to the cooperative. TRICO recommends
that the language in the IS-1 and IS-2 remain the same as set forth in the
Commission’s Decision in TRICO’s last rate case and continue the current
benefit TRICO receives from this rate. TRICO is willing to work with Staff]
to find a solution for this tariff that addresses the concern of both TRICO and
Staff.

Line Extension Policy
WHAT LANGUAGE CHANGES OR CLARIFICATIONS DOES
TRICO WISH TO MAKE TO THE LINE EXTENSION POLICY?
In Section 203 Line Extension Costs Part D, TRICO would like to add the
following language change:
“TRICO shall specify that a customer will pay only for those
minimum size economic standard facilities needed to serve that

particular customer.”

In providing line extensions for customers, TRICO’s plans for construction
of facilities that are able to adequately serve several new customers as
dictated by all relevant circumstances. Accordingly, it is not practicable for a

customer to pay for facilities dedicated solely to that customer unless the

-11 -
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circumstances are that the facilities constructed can only be used to serve that
customer. TRICO’s proposed change properly assures that the customer will

only be paying for the line extension to that customer.

TRICO proposes to correct the second change by striking from its proposed
Rule 203, Part D:
“The Cooperative may use the average of the previous 12
months when the average matches the type of line being
constructed.”

This will simplify and clarify the amount the customer is to pay.

WHAT OTHER LANGUAGE CHANGES DOES TRICO REQUEST?
The last sentence of TRICO’s proposed Rule 219 states:
“The Customer will pay Contribution in Aid of Construction for
any and all additions, upgrades or system improvements needed
on the Cooperative’s side (source side) of the point of delivery
which will not be included in the facilities charge, but will be

paid for in the tariff charges.”

Candrea Allen states that Staff recommends that TRICO specify and clarify
in that sentence that all new customers pay 100 percent of the line extension
distribution and transmission facility construction costs, between the nearest
TRICO Power Facility and the point of delivery, constructed to serve that
specific individual customer. TRICO recommends that such last sentence of]

Section 219 be reworded as follows:

-12-
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“The customer will pay as a Contribution in Aid of
Construction 100 percent of the cost of the line extension and
the upgrades of distribution and transmission facilities between
the nearest existing TRICO power facility capable of providing
the requested load to the customer’s requested point of
delivery, constructed to serve that specific individual customer
less any oversized or rerouted facilities for the Cooperative’s

system needs.”

TRICO believes that “the nearest power facility” is the nearest power source
that is capable, feasible and able of providing adequate service and is not
always the nearest TRICO facility as such facility may not have the capacity,

capability, feasibility or ability of providing service to the customer..

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?
Yes.

-13 -
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Exhibit Rebuttal DH-3

TRICO ELECTRIC COOPERATIVE, INC.

AEPCO PEAK DATES AND TIMES - HISTORICAL INFORMATION

DEFINITION OF AEPCO HISTORICAL PEAK DATES AND TIMES ACTUAL HISTORICAL AEPCO PEAKS
(General Guide - Peak may occur at other times)
Day Time Weekday
April 1 through November 14: Actual 2006 AEPCO Peak Times
AEPCO peak hours have historically occurred between 1:00 PM to January 17 8:00 AM  Tuesday
7:00 PM, any day, including weekends and holidays. All other February 21 8:00 AM  Tuesday
hours have historically been Off-Peak. March 19 8:00PM  Sunday
April 30 5:00 PM  Sunday
November 15 through March 31: May 25 5:00 PM  Thursday
AEPCO peak hours have historically occurred between 6:30 AM to June 25 3:00 PM  Sunday
8:30 AM and between 5:00 PM to 9:00 PM, any day, including July 24 5:00 PM  Monday
holidays. All other hours have historically been Off-Peak. August 8 4:00 PM  Tuesday
September 1 2:00 PM . Friday
October 3 4:00PM  Tuesday

November 29 7:00PM  Wednesday
December 19 7:00 PM" Tuesday

Actual 2007 AEPCO Peak Times

January 15 7:00PM  Monday
February 2 8:00 AM  Friday
March 17 5:00 PM  Saturday
April 30 5:00PM  Monday
May 31 5:00 PM  Thursday
June 30 5:00 PM  Saturday
July 5 4:00 PM  Thursday
August 13 4:.00 PM  Monday
September 1 3:00PM  Saturday
| October 4 2:00PM  Thursday
| November 5 4:00PM  Monday

December 27 7:00 PM  Thursday

Actual 2008 AEPCO Peak Times

January 18 8:00 AM  Friday
February 6 8:00 AM  Wednesday
March 26 8:00 PM  Wednesday
April 29 6:00 PM  Tuesday
May 20 4:00PM  Tuesday
June 21 3:00PM  Saturday
July 3 4:00 PM  Thursday
August 1 5:.00 PM  Friday
September 6 4:00PM  Saturday
October 1 §:00PM  Wednesday
November 1 4:00PM  Saturday
December 27 7:00 PM  Saturday




Trico Electric Cooperative, Inc.
Comparision of Requested Montly Customer Charges

TRICO G 6.0 Cost of TRICO Proposed

TRICO Orgingal Rate Staff Service TRICO Newly less Staff

Existing Filing Proposed Customer Proposed Proposed
Residential $ 1200 $ 17.00 § 1350 § 35.18 $ 15.00 | $ 1.50
Residentiai TOU $ 16.00- $ 21.00 $ 16.00 § 4349 § 19.00 | $ 3.00
GS 1 - Single Phase $ 15.00 $ 20.00 $ 16.80 $ 4049 § 18.00 | § 1.20
GS 2 - Single Phase $ 15.00 $ 20.00 §$ 16.80 $ 9384 $ 18.00 | $ 1.20
GS3 $ 15.00 $ 20.00 % 17.25 $ 207.97 § 18.00 | § 0.75
Water Pumping $ 1500 $ 2000 $ 1725 § 9587 $ 18.00 | $ 0.75
Irrigation $ 1500 § 2000 $ 1725 § 13194 § 18.00 | $ 0.75
TOD Pumping $ 1500 § 20.00 $ 17.25 § 17727 § 18.00 | § 0.75
IS-1 $ 3200 § 3700 % 36.80 $ 31494 § 36.00 | $ (0.80)
IS-2 3 32.00 § 37.00 § 36.80 $ 32469 $ 36.00 | § (0.80)

Exhibity Rebuttal DH - 4.0




