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STAFF’S NOTICE OF FILING
WITNESS SUMMARIES

The Utilities Division (“Staff’) of the Arizona Corporation Commission (“Commission”)

hereby files the witness summaries for Staff witnesses Crystal S. Brown, Jerry E. Mendl, Candrea

Allen, Bentley Erdwurm, and Margaret “Toby” Little, in the above-captioned matter.
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Copies of the foregoing were mailed
this 5™ day of April, 2012 to:

Michael A. Curtis
William P. Sullivan
Melissa A. Parham
CURTIS, GOODWIN, SULLIVAN
UDALL & SCHWAB, P.L.C.
501 E. Thomas Rd.
Phoenix, Arizona 85012-3205
Attorneys for Mohave Electric Cooperative, Inc.
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TESTIMONY SUMMARY OF STAFF WITNESS CRYSTAL S. BROWN

MOHAVE ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01750A-11-0136
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I will appear on behalf of the Arizona Corporation Commission Staff and will testify

concerning Staff’s position and recommendations regarding Mohave Electric Cooperative, Inc.’s

revenue requirement.

Staff recommends total annual revenues of $79,129,535 resulting in a $3,605,952 operating

margin before interest on long-term debt or 7.50 percent rate of return on a $48,083,871 rate base.




[ I R e

O 0 9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

TESTIMONY SUMMARY OF STAFF WITNESS JERRY E. MENDL
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Following is a summary of the recommendations made by Staff witness Jerry Mendl in his

direct testimony as supplemented or modified in his surrebuttal testimony. Staff recommends that the

Commission;

1.

Determine that MEC’s policies of power supply planning and implementation as being
implemented in 2010 are reasonable and appropriate, except for the limit on spot
market power purchased.

Direct MEC to reconsider the limit on power purchased from the spot market to ensure
that full advantége can be taken of lower costs, especially in the future when MEC
needs to procure greater amounts of supplemental power and when spot market prices
are relatively low and stable. In addition, direct MEC to provide an assessment
supporting its decision to keep or modify its current criterion, and to clarify how
binding the criterion will be on MEC resource planners.

Determine that it is inconclusive whether MEC’s policies of power supply planning
and implementation being implemented prior to 2010 are reasonable and appropriate.
Reaffirm that for purposes of the purchased power adjustor, purchased power shall
include only the actual costs of purchased power and associated transmission and
reject MEC’s unilateral attempt to include ineligible costs.

Adopt Staff’s specification of cost components which may be included in the fuel and
purchased power cost adjustor. The specified cost components shall be limited to
RUS Accounts 555, 565, and 447 for purchased power and 501 and 547 if MEC
purchases fuel for power generation in the future. These are the same components

specified by the Commission in 2005 for AEPCO.
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TESTIMONY SUMMARY OF STAFF WITNESS JERRY E. MENDL
MOHAVE ELECTRIC COOPERATIVE, INC.
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Remove $594,737 from the 2010 test year base cost of power those costs ineligible for
recovery through the purchased power adjustor that MEC has included as purchased
power costs in 2010, namely in-house labor costs, consulting costs, lobbying costs and
legal costs associated with planning and procurement of purchased power. Reallocate
$562,035 of those costs to revenue requirements for the general rates.

Reduce MEC’s purchased power bank balance (credit to ratepayers) by $594,737 to
adjust for the inclusion of these ineligible costs as soon as practical after the
Commission issues its order in this docket.

Reduce MEC’s purchased power bank balance (credit to ratepayers) by $91,537 to
adjust for MEC’s errors and omissions in calculating the purchased power cost and
bank balance between August 2001 and December 2010, inclusive.

Determine that the actual eligible purchased power costs were adequately documented
from August 2001 through December 2010.

Determine that MEC’s actual purchased power costs, adjusted to remove the ineligible
costs and errors and omissions, are prudent and reasonable for August 2001 through
December 2010.

Require MEC to file a rate case with purchased power prudence review no later than
September 1, 2016, with a test year ending December 31, 2015, so that no more than
five years elapse between this rate case and the next rate case to ensure the purchased
power cost data and supporting information remain fresh. The prudence review will
cover the period beginning January 2011and ending in December of the test year.
MEC may file sooner if necessary, with a test year ending no more than 8 months

prior to the filing date.
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TESTIMONY SUMMARY OF STAFF WITNESS JERRY E. MENDL
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Require MEC to adjust the bank balance in the next prudence review to remove in-
house labor costs, consulting costs, lobbying costs and legal costs associated with
planning and procurement of purchased power that MEC included in its purchased
power adjustor in 2011 and 2012. Although identified as ineligible costs in this rate
case (prudence review through 2010), the costs will actually have occurred in the next
prudence review period and the adjustments shall be made in that review.

Require MEC to maintain all files and records pertinent to their purchased power
planning and procurement, and to document the prudence of the purchased power
expenditures. Should Staff determine that insufficient information is provided; Staff
shall recommend that any undocumented and/or unverified costs be denied including
interest or that the purchased power adjustor be eliminated.

Require MEC and Staff to meet within two months of this order to discuss options for
streamlining the process. Also identify issues and information required for the next
case, leaving the flexibility to modify the issues as the case approaches.

Revise MEC’s purchased power adjustor mechanism to use margins on third party
sales to offset purchased power costs.

Subtract total revenues from third party sales from total cost of purchased power,
including power for third party sales, to determine new purchased power costs.
Acknowledge that MEC’s selection and management of Western Area Power
Administration (“Western”) to provide critical services are prudent and reasonable.
Require MEC to request information regarding AEPCO’s marginal operating costs so
that regional power dispatch decisions could be made based on actual real time costs
rather than average costs over a six-month period.

Adopt a base purchased power cost of $0.087701 per kWh.
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Staff’s testimony contains recommendations regarding Mohave Electric Cooperative, Inc.’s

proposed modifications regarding its Service Rules and Regulations and Rates and Charges for Other

Services.

TESTIMONY SUMMARY OF STAFF WITNESS CANDREA ALLEN

MOHAVE ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01750A-11-0136
Page 1 of 1
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TESTIMONY SUMMARY OF STAFF WITNESS BENTLEY ERDWURM
MOHAVE ELECTRIC COOPERATIVE, INC.
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Page 1 of 1

My testimony for this proceeding addresses cost allocation and rate design for Mohave
Electric Cooperative (“Mohave”). The Company and Staff substantially agree on issues involving
commercial and industrial rate design, except for the prospective rate treatment of three time-of-use
commercial/industrial time-of-use customers accounting for approximately 0.1% (one part in 1000)
of system revenue, and except for Staff’s proposal to limit the overall residential percentage increase
to the system increase. Both the issue of the time-of-use phase-in and the allocation of the revenue
increase among classes are policy issues with small impacts relative to the overall system. The most
important issue addressed in the Staff rate design testimony is the residential customer charge.

The current residential customer charge is $9.50 per month. Staff proposes that the residential
customer charge be increased to $13.50 per month. Mohave proposes a phase-in of higher residential
customer charges, resulting in a $16.50 per month charge by November 2014. Staff maintains that
residential customer charges should generally be limited to metering, meter-reading, the service drop,
billing and customer service because these items — closest to the customer’s end-use — are most
driven by changes in the number of customers. Staff’s position tying customer charges to metering,
meter-reading, the service drop, billing and customer service are based on considerations of cost
causation. Moreover, limiting customer charges to metering, meter-reading, the service drop, billing
and customer service helps mitigate bill impacts for “basic needs” service and encourages the prudent
and economic use of scarce resources. Staff’s $13.50 residential customer charge proposal actually
exceeds the level supported by metering, meter-reading, the service drop, billing and customer
service. However, Staff’s $13.50 proposal is reasonable given Mohave’s acceptance of an inclining
block rate structure and the less dense nature of the Mohave system. Residential customer charges in
excess of $13.50 would be more than 15% over the level supported by the costs of metering, meter-
reading, the service drop, billing and customer service, and would represent an increase of over 40%
in this charge over current levels. This 40% increase is inconsistent with the Commission’s policy of

gradualism.
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TESTIMONY SUMMARY OF STAFF WITNESS MARGARET “TOBY” LITTLE

MOHAVE ELECTRIC COOPERATIVE, INC.
DOCKET NO. E-01750A-11-0136
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The following summarizes Margaret (Toby) Little’s testimony, which discusses Utilities

Division Staff’s (“Staff’) engineering evaluation of Mohave Electric Cooperative’s (“MEC,”

“Mohave Electric” or “Cooperative”) application filed with the Arizona Corporation Commission

(“Commission”) under the above noted docket, and presents the conclusions of Staff’s analysis and

Staff’s recommendations. As a part of the evaluation, Staff made a site inspection of MEC’s

distribution system, and reviewed MEC’s current operations and maintenance, and MEC’s future

plans for its electric system. Staff has the following conclusions and recommendations:

1. It is Staff’s conclusion that Mohave Electric:

A. is operating and maintaining its electrical system properly,

B. is carrying out system improvements, upgrades and new additions to meet the
current and projected load of the Cooperative in an efficient and reliable
manner. These improvements, system upgrades and new construction are
reasonable and appropriate.

C. has an acceptable level of system losses, consistent with the industry
guidelines, and

D. has a satisfactory record of service interruptions in the historic period from
2001 thru 2010, reflecting satisfactory quality of service.

2. Staff recommends that:

A. Mohave Electric should continue with planned system improvements and
additions as provided for in the 2008-2011 Construction Work Plan.

B. Mohave Electric should continue with its plans in utilizing the SMART grid

grant and with its REST plan.




