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KRISTIN K. MAYES, Chairman T e
GARY PIERCE

SANDRA D. KENNEDY

PAUL NEWMAN

BOB STUMP

IN THE MATTER OF THE APPLICATION OF
SOUTHWEST TRANSMISSION COOPERATIVE, Docket No. E-04100A-09-0496
INC. FOR A HEARING TO DETERMINE THE
FAIR VALUE OF ITS PROPERTY FOR NOTICE OF FILING
RATEMAKING PURPOSES, TO FIX A JUST AND | REBUTTAL TESTIMONY
REASONABLE RETURN THEREON AND TO
APPROVE RATES DESIGNED TO DEVELOP
SUCH RETURN

Notice is given that Southwest Transmission Cooperative, Inc. has filed (1) the Rebuttal
Testimony of Gary E. Pierson and (2) the Rebuttal Testimony of Dr. Jay Zarnikau.
RESPECTFULLY SUBMITTED this 30™ day of July, 2010.

Arizona Corparation Commission GALLAGHER & KENNEDY, P.A.

OCKETED

JUL 8 0 2019 By .

DOCKETED g Michael M. Grant

’ Jennifer A. Cranston

2575 East Camelback Road

Phoenix, Arizona 85016-9225

Attorneys for Southwest Transmission
Cooperative, Inc.

Original and 13 copies filed this
30" day of July, 2010, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Co]?ies of the foregoing delivered this

30" day of July, 2010, to:

Commissioner Kristin K. Mayes, Chairman

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Gary Pierce
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Paul Newman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Sandra D. Kennedy
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Bob Stump
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Maureen Scott

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ayesha Vohra

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Terri Ford

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Barbara Keene

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Michele Finical

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregoing mailed
this 30™ day of July, 2010, to:

Jane L. Rodda

Administrative Law Judge
Arizona Corporation Commission
Hearing Division

400 West Congress

Tucson, Arizona 85701-1347

William P. Sullivan

Curtis, Goodwin, Sullivan, Udall & Schwab, P.L.C.
501 East Thomas Road

Phoenix, Arizona 85012-3205

Attorneys for MEC

Bradley S. Carroll

Snell & Wilmer L..L.P.

One Arizona Center

400 East Van Buren

Phoenix, Arizona 85004-2202
Attorneys for SSVEC

Michael W. Patten

Timothy J. Sabo

Roshka DeWulf & Patten, PLC
400 East Van Buren, Suite 800
Phoenix, Arizona 85004-2262
Attorneys for Trico
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Christopher Hitchcock

Law Offices of Christopher Hitchcock, P.L.C.

P.O. Box AT

Bisbee, Arizona 85603-0115
Attorneys for SSVEC
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REBUTTAL TESTIMONY OF GARY E. PIERSON

ON BEHALF OF

SOUTHWEST TRANSMISSION COOPERATIVE, INC.
Mr. Pierson, are you the same Gary E. Pierson who sponsored direct testimony for
Southwest Transmission Cooperative, Inc. (“SWTC”) in this matter?
Yes, I am.
Have you reviewed the direct testimonies of Staff witnesses Messrs. Smith and Vickroy
which were filed June 18, 2010 in this matter?
Yes, I have. SWTC recognizes and appreciates the very thorough and detailed analyses
of revenue requirements, rate base and cost of capital provided by Messrs. Smith and
Vickroy in their direct testimonies. While SWTC does not necessarily agree with all of
the adjustments to revenue requirements offered by Mr. Smith, in order to narrow
disputed issues and reduce complexity, SWTC accepts (1) all four of the Rate Base
Adjustments proposed by Mr. Smith at pages 15-19 of his testimony and (2) four of the
five adjustments to Operating Income discussed at pages 22-29 of his testimony.
What is SWTC’s position on Mr. Vickroy’s DSC recommendation of 1.457'
Mr. Vickroy is concerned that SWTC’s 1.35 DSC request is “fairly thin and marginally
sufficient.”® As he notes, however, SWTC now has an interim financing facility which
will help to manage the cash flow lags between cash expenditures for capital projects and
related FFB loan draw replenishments. Also, with the finalization and filing for approval

of the ARM and PRM contract amendments in early June, we have grown somewhat

! Vickroy Direct, p. 9, 11. 19-22.
2 1d, p. 8, 1. 23-24.
15169-13/2511641
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more confident that a new point-to-point transmission agreement will be entered into

between SWTC and AEPCO commencing in January, 2011. If this occurs, it would
provide a new revenue source for SWTC in 2011. SWTC’s Board considered the
Cooperative’s overall financial needs and profile when it approved our request for the
1.35 DSC and, given these developments, SWTC continues to believe that position is

adequate.

RATE BASE — SWTC REBUTTAL POSITION

Have you reviewed Staff’s testimony on original cost rate base and the determination of fair
value for this proceeding?

Yes, | have. As I indicated, SWTC accepts Staff’s proposed rate base of $79.1 million—as
set forth in Mr. Smith’s Schedule B, page 1—as the fair value rate base.

OPERATING INCOME - SWTC REBUTTAL POSITION

One of Mr. Smith’s adjustments is to increase SWTC’s test year income by slightly more
than $73,000 for the gain attributable to the sale of a 69kV line to Mohave Electric
Cooperative in 2009.> Does SWTC accept that adjustment?

No. I understand that for investor-owned utilities, gains in relation to property sales, for
ratemaking purposes, have been ordered by the Commission to be shared between the
for-profit utility’s stockholders and ratepayers. Mr. Smith asserts that because SWTC is a
member-owned cooperative, the full amount should be credited to ratepayers and he
increases test year income by approximately $73,000. But, it’s important to stress that,
because we are a nonprofit cooperative, all of the gain attributable to that sale has already

been credited to the benefit of the Class A member ratepayers. SWTC rarely sells utility

? Smith Direct Testimony, pp. 29-31.
15169-13/2511641 2
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property. But, when it does and if it realizes a gain, its members/ratepayers are credited with

that gain and are assigned patronage capital credits for positive margins which result. So,
when Mr. Smith proposes to increase SWTC’s test year income, his adjustment actually has
the effect of crediting the member ratepayers twice for that gain. Therefore, we recommend
that this approximately $73,000 increase in test year income should not be made.

Mr. Smith accepted SWTC’s adjustment for an annual allowance of $80,000 for rate case
expenses “pending receipt of additional detail.” Please update SWTC’s rate case expense
incurred to date.

As our response to STF 2.51 indicated, based on the legal fees and costs incurred in
SWTC’s last case, plus an estimate of this case’s consultant fees and costs, we estimated
that total rate case expenses would amount to $240,000. Through June 2010, total expenses
have already reached just under $176,000. Given the facts that (1) July will reflect the legal
and consulting costs associated with rebuttal testimony preparation and (2) another round of
testimony preparation, the hearing and post-hearing activity remain to be completed, the
$240,000 projection obviously was a conservative estimate. We will provide Staff an
update on the incurred expense amount in August.

What is the rebuttal position of SWTC regarding operating income?

SWTC proposes adjusted test year revenues of approximately $27.8 million, operating
expenses of $27.1 million, electric operating income (margins) of $660,000 and the net
margin loss in the test year of almost $4.0 million. This differs from Staff’s position as
set forth on Attachment RCS-2, Page 2, Column D by the $73,300 Staff adjustment to

Total Other Non-Operating Income which SWTC proposes to remove.

15169-13/2511641 3
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COST OF CAPITAL — SWTC REBUTTAL POSITION

Mr. Vickroy filed Direct Testimony on Staff’s behalf summarizing his evaluation and
recommendations regarding cost-of-capital issues for the SWTC rate filing. Please
provide the Cooperative’s response to Mr. Vickroy’s testimony.

We agree with Mr. Vickroy’s conclusions concerning SWTC’s cost of debt as discussed
at pp. 4-7 of his direct testimony. For the reasons I stated previously, while we
appreciate Mr. Vickroy’s analysis and 1.45 DSC recommendation, we are maintaining
our request for a 1.35 DSC. As to his comments on equity levels and related subjects,4
pursuant to Decision No. 69239, SWTC has been providing to Staff an updated equity
analysis annually. SWTC’s last update in June of this year noted that the current equity
level—while low at 8% —was still almost twice the level which had been projected in
2006. Favorable and timely action on this case should allow the Cooperative to resume
the gradual improvement to its equity levels which it has been making over the past few
years. SWTC understands Mr. Vickroy and Staff’s expressed concern about its equity
levels and possible emerging threats to its financial condition. It certainly has no
objection to more frequent periodic meetings with Staff to discuss any of these issues.
However, particularly in light of resource constraints on both us and Staff, we do not
believe it is necessary for SWTC and Staff to develop a specific plan for building equity
over time or to develop forecasts allowing regular monitoring of emerging threats to its
financial condition. We think more regular communications and information sharing will

accomplish many of the same goals.

4 Vickroy Direct, pp. 10-12.
15169-13/2511641 4
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ENGINEERING ANALYSIS - SWTC REBUTTAL POSITION

Mr. Mazzini also filed Direct Testimony on Staff’s behalf summarizing his engineering
analysis of the filing and his conclusions concerning the “used and useful” nature of
facilities which SWTC has recently added to its system. Please provide the
Cooperative’s response to Mr. Mazzini’s testimony.

SWTC certainly agrees with Mr. Mazzini’s major conclusions that (1) its projects have
been adequately justified and their construction has been effectively managed;
(2) maintenance practices are appropriate within a process managed by state of the art
systems; (3) reliability performance is good, with outage time consistently averaging well
under one hour per year per customer; and (4) operating costs appear consistent and
reasonable, with the notation that cost analysis and oversight could be improved (Mazzini
Testimony, page 2, 1. 12-17). Mr. Mazzini also provided a detailed engineering analysis
as an exhibit to his direct testimony. His conclusions and observations are being closely
reviewed by the Cooperative’s senior management and engineering personnel for any
further process improvements, oversight procedures or refinements which should be
implemented.

SUMMARY OF REBUTTAL POSITION

Have you prepared an exhibit which summarizes SWTC’s current positions and requests?
Yes, I have. Exhibit GEP-2 summarizes SWTC’s rate filing, Staff’s direct testimony
position and SWTC’s rebuttal position. As shown on Exhibit GEP-2, Column 3, SWTC
has reduced its rate request on rebuttal from its original 29.65% to a 26.43% increase
over test year present rates based upon a DSC of 1.35. The rate of return on the rate base

of $79,146,274 is 9.46%.

15169-13/2511641 5



1 Q. Does this conclude your rebuttal testimony?

2 A. Yes, it does.

15169-13/2511641 6



Exhibit GEP-2

Southwest Transmission Cooperative, Inc.

Comparison of Increase in Gross Revenue Requirement
Test Year Ended March 31, 2009

Col. 1 Col. 2 Col. 3
Company Staff Company
Line As Filed Direct Rebuttal

No. Description Position Position Position

1 Summary of Revenue Increase Proposed:

2 Proposed Revenue Increase $ 7,653,421 $ 7,648,823 $ 6,823,195

3 Revenues in Test Year - Present Rates $ 25,812,880 $ 25,812,880 $ 25,812,880

3  Revenue Increase Percentage 29.65% 29.63% 26.43%

4

5 Pro Forma Statement of Operations

6  with Proposed Rates:

7 Operating Revenues $ 35,430,648 $ 35,426,050 $ 34,600,422

8 Operating Expense 27,947,057 27,116,831 27,116,831

9 Electric Operating Margins 7,483,591 8,309,219 7,483,591
10 Interest & Other Deductions 4,761,153 4,761,153 4,761,153
11 Operating Margins 2,722,438 3,548,066 2,722,438
12 Non-Operating Margins 100,898 174,198 100,898
13 Net Patronage Capital or Margins $ 2,823,336 $ 3,722,264 3 2,823,336
14
15 Times Interest Earned Ratio:
16 Net Patronage Capital or Margins $ 2,823,336 $ 3,722,264 $ 2,823,336
17 Interest on Long Term Debt 4,999,328 4,999,328 4,999,328
18 Total $ 7,822,664 $ 8,721,592 $ 7,822,664
19 Times Interest Earned Ratio 1.56 1.74 1.56
20
21 Debt Service Coverage Ratio:
22 Net Patronage Capital or Margins $ 2,823,336 $ 3,722,264 $ 2,823,336
23 Depreciation & Amortization 4,312,850 4,312,850 4,312,850
24 Interest on Long Term Debt 4,999,328 4,999,328 4,999,328
25 Total $ 12,135,514 $ 13,034,442 $ 12,135,514
26
27 Interest on Long Term Debt $ 4,999,328 $ 4,999,328 $ 4,999,328
28 Principal Payments 3,989,942 3,989,942 3,989,942
29 Debt Service $ 8,989,270 $ 8,989,270 $ 8,989,270
30 Debt Service Coverage Ratio 1.35 1.45 1.35
31
32 Return on Fair Value Rate Base:
33 Electric Operating Margins $ 7,483,591 S 8,309,219 $ 7,483,591
34  Rate Base $ 79,668,372 $ 79,146,274 $ 79,146,274
35 Return on Fair Value Rate Base 9.39% 10.50% 9.46%

Pierson SWTC Rebuttal Workpapers.xis - 7/30/2010
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REBUTTAL TESTIMONY OF DR. JAY ZARNIKAU

BEFORE THE
ARIZONA CORPORATION COMMISSION
ON BEHALF OF
SOUTHWEST TRANSMISSION COOPERATIVE, INC.

Please state your name and business address.

My name is Jay Zarnikau. My business address is 1515 Capital of Texas Hwy.,
South, Suite 110, Austin, Texas.

Are you the same Jay Zarnikau who filed direct testimony on behalf of Southwest
Transmission Cooperative, Inc. (“SWTC” or “Southwest”) in this proceeding on
the topic of rate design? |

Yes, [ am.

Please state the purpose of your rebuttal testimony.

My rebuttal testimony (1) responds to the direct testimony filed by Dennis
Kalbarczyk on behalf of the Utilities Division Staff of the Arizona Corporation
Commission, (2) describes some small corrections to a discounted rate involving
the Mohave Electric Cooperative (“MEC”) and (3) presents a revised fully
allocated cost of service study which includes the proposed rate design necessary
to produce the revised revenue requirements discussed in Mr. Pierson’s rebuttal
testimony.

Have you attached any schedules to your testimony?

Yes. Attached are schedules JWZ-Schedules G and H.! They reflect the fully
allocated cost of service study methods which Staff witness Kalbarczyk and I
agree on and include the corrections and adjustments I just mentioned and will

describe shortly.

! These schedules use the billing units and changes in the revised G and H schedules filed by SWTC in
December 2009 in response to Staff’s sufficiency review.

Page 1
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What are your comments on Mr. Kalbarczyk’s testimony?

It is evident that Mr. Kalbarczyk and I are in complete agreement on the basic
cost allocation and rate design approaches which should be approved by the
Commission in this proceeding. As Mr. Kalbarczyk states, SWTC’s “fully
allocated cost of service study... is reasonably consistent with the prior rate case
filing methods and is in compliance with Finding of Fact No. 45 in Decision
No. 68072.”

Please describe the discounted rate issue which you want to discuss.

At page 7 of his testimony, Mr. Kalbarczyk noted that my treatment of a
discounted rate to MEC for its Second Network Transmission Agreement
(“MEC2”) was a minor change from SWTC’s prior rate case filing method.
Mr. Kalbarczyk’s statement prompted me to re-examine the proposed treatment of
this network transmission agreement. Following that review, I am recommending
some minor adjustments to its treatment.

As background, please describe the contractual arrangements between Southwest
and MEC.

When Arizona Electric Power Cooperative, Inc. (“AEPCO”) was restructured in
August 2001 and SWTC became the transmission provider, MEC elected to
become a partial-requirements customer. SWTC and MEC then entered into an
overall transmission agreement through which Southwest provides network
transmission service to MEC. This agreement contemplated that the two parties
would enter into additional transmission agreements. Two of these agreements
enabled MEC to acquire non-AEPCO resources. These non-AEPCO resources
may be used as either a supplement to or as a substitute for MEC’s interest in
power acquired from AEPCO.

What are the differences between these two agreements?

One agreement provides for network transmission service for non-AEPCO

resources, while the other agreement provides point-to-point service for such

2 Kalbarczyk Direct, p. 7, 1. 19-22.

Page 2
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resources. They permit MEC to use the Southwest system to serve MEC’s loads
with non-AEPCO resources which MEC has acquired. The MEC2 contract noted
in Mr. Kalbarczyk’s direct testimony is the network agreement for non-AEPCO
resources. It parallels the network service arrangements of the initial transmission
agreement, which is used for delivery of AEPCO Resources to MEC’s native
load. Having such network delivery arrangements (regardless of whether they are
for AEPCO or MEC’s other resources) is consistent with FERC’s model for

Network Integration Transmission Service.

Q. Why have you recommended that MEC2 be treated differently than any other

contract through which SWTC provides transmission service?

A. Because the MEC2 agreement is unique. Under MEC2, MEC must arrange to

have any non-AEPCO resources delivered to the Western Area Power
Administration’s Davis Substation in Mohave County in the northwest corner of
Arizona. From the Davis Substation, Southwest then delivers the power to
MEC’s native loads through SWTC’s transmission facilities. Had the parties not
agreed to use the Davis delivery point, Southwest would have been obligated to
plan for, fund and/or construct transmission system facilities from more remote
resource locations to the Davis Substation and MEC would likely have been
responsible for a large portion of those costs in its transmission service rates.
MEC instead agreed to use Davis as a single point of receipt and Southwest
agreed to insulate MEC from the future costs of new facilities that SWTC might

later construct in the southeastern part of Arizona.

This pricing approach is balanced and in the best interests of the entire Southwest
system. Although MEC receives a slightly discounted price and protection from
price increases associated with transmission construction projects in the
southeastern part of the State, SWTC’s other members are similarly not exposed
to any costs that might be incurred if SWTC was obligated to build additional

transmission from more-distant resources to the Davis Substation.

Page 3
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Please describe how you handled these unique provisions of the MEC2 agreement

in your direct testimony.

Originally, I removed all costs associated with the Apache Transformer
Replacement (“Apache Transformer”) and the Bicknell Substation Upgrade
(“Bicknell”) from the “system” costs which could potentially be allocated to MEC
under the MEC2 agreement. Under the MEC2 agreement, I thought that MEC
should be insulated from a share of the costs associated with these projects,
because they are located in southeastern Arizona. This calculation was presented
in Schedule G-2A, Page 4 of 14 of the rate filing schedules.

Now that Mr. Kalbarczyk refocused your attention on the MEC2 discounted rate,
do you believe that your original treatment of this contract was appropriate?

No, my original treatment was incorrect in some fairly minor respects. Southwest
has informed me that some costs associated with the Apache Transformer and
Bicknell assets were ordinary repairs and replacements to facilities previously
included in the MEC2 rate base. Therefore, only a portion—not all—of the costs
associated with these two projects should be considered “new system costs.”
And, only that portion of the costs that are associated with new system facilities
should be removed from those costs used to calculate the MEC2 discount.

Please summarize the changes you have made to the allocation.

Instead of removing all costs of the Apache Transformer, only half of the costs, or
$1,036,546, should be removed from the costs allocated to MEC2. Second,
instead of removing all Bicknell costs, only $2,989,098 should be removed, rather
than the $3,145,320 plant-in-service which was initially removed. 1 have reduced
the amount of accumulated depreciation in a proportional manner. Also, property
taxes and transmission operation and maintenance expenses that are associated
with those system assets which should not be allocated to the MEC2 contract have

been removed.

Overall, the adjustments on the omitted property taxes and transmission operation

and maintenance expenses on assets decrease the price of service under the MEC2

Page 4
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contract, while the adjustments in relation to the Apache Transformer and

Bicknell increase the proposed revenues collected by Southwest through the

MEC?2 agreement.

What impacts do these changes have on your recommended rates?

These adjustments have the net effect of slightly reducing revenues received from
MEC. Proposed Network Services Revenues from the MEC2 contract decrease
from $487,084 to $476,773—a reduction of just over $10,000. The attached
JWZ-Schedules G and H incorporate these changes as well as the changes in
revenue requirements discussed in Mr. Pierson’s testimony. I also attach a Proof
of Revenue Summary (Exhibit JWZ-1) and a Comparison of Current and
Proposed Rates, as originally filed; as adjusted by Staff; and as based on SWTC’s
rebuttal (Exhibit JWZ-2).

Does this conclude your rebuttal testimony?

Yes.

Page 5
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Southwest Transmission Cooperative, Inc.
Cost of Service Summary - Present Rates - SWTC vs. Staff Adjusted vs SWTC Rebuttal

LINE
NO.

REVENUES:

1. NETWORK TRANSMISSION SERVICE
POINT-TO -POINT

3. TOTAL ELECTRIC REVENUE:
4. OTHER OPERATING REVENUE
5. SPECIAL CONTRACTS & OTHER

6. TOTAL OPERATING REVENUE

7. OPERATING EXPENSES
8. OPERATING INCOME (MARGINS)

9. INCOME TAXES

10. NET INCOME (MARGINS) (LINE 8 - LINE 9)

11. RATE BASE

12. RATE OF RETURN

Source Supporting Schedule Reference
*  SWTC As-Filed Schedule G-1

(a)  Staff Attachment RCS-2, Sch. A, Column D, Line 2
(b) Staff Attachment RCS-2, Sch. B, Column C, Line 9

JWZ SCH. G-1
Rebuttal
SWTC
PER SWTC PER STAFF REBUTTAL
TOTAL TOTAL TOTAL
SYSTEM * SYSTEM SYSTEM
22,328,219 22,328,219 $ 22,328,219
3,484,662 3,484,662 3,484,662
25,812,881 25,812,881 25,812,881
598,408 598,408 598,408
1,365,938 1,365,938 1,365,938
27,777,227 27,777,227 27,777,227
27,947,057 (a) 27,116,831 27,116,831
(169,830) 660,396 660,396
(169,830) 660,396 660,396
79,668,372 (b) 79,146,274 79,146,274
-0.21% 0.83% 0.83%



Southwest Transmission Cooperative, Inc. JWZ SCH. G-2

Cost of Service Summary - Proposed Rates - SWTC vs. Staff Adjusted vs SWTC Rebuttal Rebuttal
SWTC
PER SWTC PER STAFF REBUTTAL
LINE TOTAL TOTAL TOTAL
NO. SYSTEM > SYSTEM SYSTEM
REVENUES:
1. NETWORK TRANSMISSION SERVICE $ 29,754,459 $ 29,749,860 29,019,048
POINT-TO -POINT 3,711,841 3,711,841 3,617,027
3. TOTAL ELECTRIC REVENUE 33,466,300 33,461,701 32,636,075
4. OTHER OPERATING REVENUE 598,408 598,408 598,408
5. SPECIAL CONTRACTS & OTHER 1,365,940 1,365,940 1,365,939
6. TOTAL OPERATING REVENUE 35,430,648 35,426,049 34,600,422
7. OPERATING EXPENSES 27,947,057 27,116,831 (a) 27,116,831
8. OPERATING INCOME (MARGINS) 7,483,591 8,309,218 7,483,591

9. INCOME TAXES - - -

10. NET INCOME (MARGINS) (LINE 6 - LINE 7) 7,483,591 8,309,218 7,483,591
11. RATE BASE 79,668,372 79,146,274 (b) 79,146,274
12. RATE OF RETURN 9.39% 10.50% 9.46%

Source Supporting Schedule Reference
* SWTC As-Filed Schedule G-2

(a)  Staff Attachment RCS-2, Sch. A, Column D, Line 2
(b)  Staff Attachment RCS-2, Sch. B, Column C, Line 9



Southwest Transmission Cooperative, Inc.

JWZ SCH. G-2A

Page 1 of 14
Derivation Of Revenue Requirement And Rates - SWTC vs. Staff Adjusted vs SWTC Rebattal Rebuttal
SWTC
LINE PER SWTC PER STAFF REBUTTAL
NO. TOTAL * TOTAL TOTAL
1. OPERATING EXPENSES (EXCL. REVENUE TAX) $ 27,947,057 ) 27,116,831 $ 27,116,831
2. INTEREST & OTHER DEDUCTIONS: 4,761,183 4,761,153 4,761,153
3. TOTAL OPERATING EXPENSES (INC. INTEREST) 32,708,210 31,877,984 31,877,984
4. PLUS MARGIN REQUIREMENT 2,823,336 3,722,263 2,823,336
LESS OTHER REVENUES:
5. OTHER OPERATING REVENUE 598,408 598,408 598,408
6. SPECIAL CONTRACTS 1,295,300 1,295,300 1,295,300
7. DIRECT ASSIGNMENT FACILITIES 1,545,318 1,545,318 1,545,318
8. SYS.CTL. & LOAD DSPTCH N/I SP.CONT. 1,558,531 1,558,531 1,558,531
9. TOTAL OTHER INCOME 4,997,557 4,997,587 4,997,557
10. NON-OPERATING MARGINS 100,898 174,198 (a) 100,898
11. PLUS EXTRAORDINARY ITEMS - -
12. NET REVENUE REQUIREMENT BEFORE REV. TAX 30,433,091 30,428,492 29,602,865

13. REVENUE TAX -
14. ANNUAL TRANSMISSION REVENUE REQUIREMENT § 30,433,091 $ 30,428,492

Source 8 orting Schedule Reference
*  SWTC As-Filed Schedule G-2A 1

(a)  Staff Attachment RCS-2, Sch. C-5 (3yr Norm. of $219.800) addition for gain sharing $ 73,300
(b) Reversal of Siaffs adjustment (3 yr Amort. of $219.800 for gain sharing). $ (73.300)

$ 29,602,865

b)
|
|
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements

Tywelve Months Ended March 31, 2009

SCHEDULE 1: System Control and Load Dispatch

Account 556 & §§7

Account 561

EMS payment from AEPCO
AEPCO Ancilliary Services Sched.2-6

RELIABILITY PORTION
Generation Capacity

System Ceontrol & Load Dispatch

Generation Capacity (Avg of Monthiy)
Apache Units (@SRSG)
Purchased Pwr
(Griffith & Southpoint)
Fed Hydro (CRSFP & PD)

s 4,619,118 Ex, Property taxes
6,593
(407,904)
(348.813)

TOTAL S 3,868,994

Total

§0.00% $ 1,934,497
657,000 kW

p 0.245 /KW-mo

Net Rated kKW
§76,000 PageS§

58,000 Page 7
31,000 Actual Avg

657,000

JWZ SCH. G-2A

Page Sof 14
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative

Derivation of Transmission Rates, Control Area Services and Revenue Requirements

Twelve Months Ended March 31, 2009

DEBT SERVICE CALCULATIONS
INTEREST ON LONG TERM DEBT

PRINCIPAL PAYMENTS

TOTAL DEBT SERVICE
DSCR
LESS:

DEPRECIATION & AMORTIZATION
NON-OPERATING MARGINS
PLUS:
OTHER INTEREST EXPENSE
OTHER DEDUCTIONS
INTEREST CHARGED TO CONSTRUCTION

RETURN

NET UTILITY PLANT

WORKING CAPITAL
RETIREMENT WIP
TOTAL RATE BASE

Supporting Schedules:

{a) Schedule C-1, Page 4
(b) Schedule A-2

(¢} Schedule F-1, Page 2
(d) Schedule G-2A, Page 3

135
1.20

1.35
1.20

$ 4,999,328 (a)
3,989,942 (b)

s 8,989,270

$ 12,135,514

s 10,787,124

s 4,312,850 (0

$ 100,898 (c)

$ 248,531 ()

$ 1,399 (o)

$ (488,105) (<)

$ 7,483,591

$ 6,236,099

$ 91,460,395 (d)

$ 1,829,389 (d)

$ - @

$ 93,289,784

73300

INTEREST RATES

1.38
1.20

JWZ SCH. G-2A
Page 8 of 14
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8.022%
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative

Derivation of Transmission Rates, Control Area Services and Revenue Requirements

Twelve Months Ended March 31, 2009

SCHEDULE 4: ENERGY IMBALANCE

Energy Imbalance Cost = Accts 501+547+ e-charge A/C 555/kwh

Fuel 501/547 $ 88,508,998
Purchased Power 555 Energy Only 13,428,375
Non-Firm Wheeling 2,880
Firm Contracts Energy Revenues (2,448,992)
Economy Sales Energy Revenues (3,952,272)

$ 95,538,990

Total sales 2,604,463,779 kWh

$ 36.68 $/MWh

JWZ SCH. G-2A
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Southwest Transmission Cooperative, Inc.

JWZ SCH. G-2A
Page 14 of 14

Rebuttal

ANCILLARY SERVICE SCHEDULE 1 NEW RATE: 0.245
Network Customer Units Revenue
Anza 96,412 S 23,621
Duncan 57,180 § 14,009
Graham 324,562 $ 79,518
Mohave 1,433,826 $ 351,287
Mohave #2 114,578 § 28,072
Sulphur 1,493,319 § 365,863
Sulphur #2 28,548 $ 6,994
Trico 1,359,160 § 332,994
Thatcher 72,600 $ 17,640
Safford 154,687 $ 37,898
Total Network Customers 5,134,272  $
Firm Point-to-Point Customers Units

AEPCO 576,000 $ 141,120

Sulphur Springs Firm Point to Point 242,756 $ 59,475

MW&E Safford Wheeling 120,000 $ 29,400

Total for Firm Point-to-Point Customers 938,756 $ 229,995

Schedule 1 Revenue Credit

Adjustment for Other System Control & Load Dispatch

Total Schedule 1 Revenue Credit

$ 1,487,892

$ 70,639

|
1,257,897
Revenue
S 1,558,531
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PROOF OF REVENUE SUMMARY BY RATE CLASS - Present and Proposed Rates - SWTC Rebuttal

Class A - Firm Network Services

Anza

Duncan Valley

Graham County Electric
Mohave Electric 1
Mohave Electric 2
Sulphur Springs Valley 1
Sulphur Springs Valley 2
Trico Electric

Total Firm Members

Other - Firm Network Services

Safford

Thatcher

Total Other

Totat Network Services

Point-to-Point Services

Network Transmissio|
AEPCO
Sulphur Springs

MW&E Stafford Wheeling
Total Point-to-Point

Total Electric Revenue

Other Operating Revenues
Class A - System Control & Load Dispatch

Anza

Duncan Valiey

Graham County Electric
Mohave Electric 1
Mohave Electric 2
Sulphur Springs Valley 1
Sulphur Springs Vailey 2
Trico Electric

Total Other Members

Southwest Transmission Cooperative, Inc.

Exhibic JWZ-1

Other - System Control & Load Dispatch

Safford
Thatcher
Total Other

Other - System Coptrol & Load Dispatch

AEPCO
Sulphur Springs
MWA&E Safford Wheeling

Total System Control & Load Dispatch
Adj. Other System Control & Load Disp.
Total Sch 1 Revenue Credit

Class A - Direct Assignment Facilities

Trico Electric

Other Operating Revenues

Speciat Contracts

Total Other Operating Revenue

Total Network Services

Exhibit GEP-2
Proof

Revenues Rates
Current Proposed Increase % Inc. Current Proposed increase % lac.
$ 353,604 $ 480,889 § 127,285 36.00% $1608258 $ 2,187,176 $ 578918 36.00%
209,785 285,300 75,515 36.00% $1608258 $ 2,187,176 § 578,918 36.00%
1,188,106 1,615,784 427,678 36.00% $1,608258 $ 2,187,176 § 578,918 36.00%
5,391,298 7,331,982 1,840,683 36.00% $1,608258 $ 2,187,176 § 578,918 36.00%
372,811 476,733 103,922 27.88% $1608258 $ 2,056,562 $ 448,304 27.88%
6,775,237 7,854,125 2,078,888 36.00% $1,608258 $ 2,187,176 § 578,918 36.00%
235,853 320,752 84,899 36.00% $1.608258 $ 2,187,176 $ 578918 36.00%
4,938,762 6,716,547 1,777,785 36.00% $1608258 $ 2,187,176 $ 578,918 36.00%
$ 18465457 § 25082112 $§ 6,616,655 35.83%
570.690 776,119 205,429 36.00% $1,608,258 $ 2,187,176 § 578918 36.00%
262,949 357,602 94,653 36.00% $1608,258 $ 2,187,176 § 578,918 36.00%
833,639 1,133,721 300,082 36.00%
$ 19,299,096 $ 26,215,833 § 6,916,737 35.84%
3 1,971,648 § 2,078,208 $ 106,560 5.40% 3 3423 § 3608 § 0.185 5.40%
830,954 875,864 44,910 5.40% $ 3423 § 3608 $ 0.185 5.40%
410,760 432,960 22,200 5.40% $ 3423 8 3608 § 0.185 5.40%
$ 3,213,362 § 3,387,032 $ 173,670 5.40%
$ 22512458 §$ 29,602,865 $ 7.090407
$ 27,863 § 23621 § (4,242) -15.22% $ 0289 § 0.245 3 (0.044) -15.22%
16,525 14,009 (2,516) -15.22% $ 0289 § 0245 § (0.044) -15.22%
93,798 79,518 (14.281) -15.22% $ 0.289 § 0.245 § (0.044) -15.22%
414,378 351,287 (63,088) -15.22% $ 0289 § 0245 § (0.044) -15.22%
33,113 28,072 (5,041) -15.22% $ 0.289 § 0.245 § (0.044) -15.22%
431,569 365,863 (65,708) -15.22% $ 0289 § 0245 § (0.044) -15.22%
8,250 6,994 (1,256) -15.22% $ 0289 § 0245 § (0.044) -15.22%
392,797 332,994 (59,803) -15.22% 3 0289 § 0245 § (0.044) -15.22%
$ 1,418,292 § 1,202,358 §  (215934) -15.22%
44,705 37,898 (6,806) -1522% $ 0289 § 0.245 § (0.044) -15.22%
20,808 17,640 (3,168) -15.22% $ 0.289 § 0.245 § (0.044) -15.22%
65,513 55,638 (9,974) -15.22%
$ 166,464 $ 141,120 § (25,344) -15.22% $ 0.289 $ 0.245 § (0.044) -15.22%
70,156 59,475 (10,681) -15.22% $ 0289 § 0.245 § (0.044) -15.22%
34,680 29,400 (5.280) -15.22% $ 0.289 § 0245 § (0.044) -15.22%
$ 271,300 $ 229,995 § (41,305) -15.22%
$ 1,755,105 § 1,487,892 § (267,213)
70,639 70,639 -
$ 1,825,744 § 1,558,531 § (267,213)
1,545,318 1,545,318 - 0.00%
598,408 598,408 -
1,295,300 1,295,300 9)
$ 5264771 § 4,897,557 $ (267,214)
$ 27,777,228 $ 34600422 $ 6,823,193  24.56%
$ 27777227 $ 34,600422 $ 6,823,195
$ (1 8§ 08 2
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