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EXECUTIVE SUMMARY
TRICO ELECTRIC COOPER.ATIVE, INC.

DOCKET NO. E-01461A-15-0363

My re ply te s timony a ddre s s e s  the  dire c t te s timony of the  Ene rgy Fre e dom Coa lition of
Ame rica 's  witne s s  Willia m A. Mons e n (Ble d in oppos ition to the  S e ttle me nt Agre e me nt) re ga rding
the  propos ed fixed monthly cha rges  and the  freezing of the  Res identia l Time-of-Us e  Ra te  S chedule
de ta ile d in the  P ropos e d S e ttle me nt. My s ile nce  a s  to othe r portions  of his  te s timony s hould not be
cons true d a s  a gre e me nt with the m. My te s timony a ls o upda te s  the  s ta tus  of the  Utilitie s  Divis ion's
review of Trico's  ra te  case  expense  invoices .



S e ttlement Reply Testimony of Rene lle  P a ladino
Docke t No. E-01461A-15-0363
Page  1

1 IN RODUCTI ON

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My na m e  is  Ra ne lle  P a la dino. I a m  a n  Exe cutive  Cons ulta n t e m ploye d  by the  Arizona

Corpora tion Com m is s ion ("Com m is s ion") in  the  Utilitie s  Divis ion ("S ta fF ').  My bus ine s s

address  is  1200 West Washington S tree t, Phoenix, Arizona  85007.

6

7 Q. Have you previous ly filed tes timony in this  docket?

8 A.

9

Yes. I Bled direct testimony concerning the adjustments to billing determinants, the base cost

of power, operating revenue adjustments and rate design testimony.

1 0

l l Q. What is  the purpos e of your reply tes timony in this  cas e?

1 2 A.

1 3

1 4

1 5

My re ply te s tim ony a ddre s s e s  the  d ire c t te s tim ony of the  Ene rgy F re e dom  Coa lition  of

Am e ric a 's  ("E F CA") witne s s  W illia m  A.  Mons e n  (Ble d  in  oppos ition  to  the  S e ttle m e n t

Agre e me nt) re ga rding the  propose d fixe d monthly cha rge s  a nd the  fre e zing of the  Re s ide ntia l

Tim e -of-Us e  ("TOU") ra te  s che dule  de ta ile d in the  P ropos e d S e ttle m e nt docke te d J uly 8,

1 6 2016. I also address the status of Staffs review of T1:ico's rate case expense invoices.

1 7

1 8 REPLY TO DIRECT TESTIMONY

1 9 Q. Did EFCA comment on the proposed fixed monthly charge in the Settlement

20 Agreement?

2 1 A. Yes . In his  direct te s timony, EFCA witness  William A. Monsen indica tes  tha t ne ithe r TNco

22 nor any othe r pa rty has  supported the  Fixed monthly cha rges  in the  S e ttlement Agreements

23

1 Mons oon Direc t (da ted J uly 29, 2016), p. 5 lines  16-19.



Settlement Reply Testimony of Ranelle Paladjno
Docket No. E-01461A-15-0_63
Page 2

¢

1 Q. Does Staff agree the fixed monthly charge in the Settlement Agreement has not been

2 supported?

3 A.

4

5

6

No. As Staff indicated in its direct rate design testimony, Trico Electric Cooperative, Inc.

("Trico") included a Cost of Service Study ("COSS") with its rate application filed on

October 23, 2015. Staffs review of Trico's COSS detennined that acceptable methods were

utilized to functionalize, classify, and allocate costs. Staff also determined die COSS model

7 appropriately calculated the components of the rate application

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

Staff further explained that the COSS detailed the monthly cost per member broken down

into purchased power demand, purchased power energy, distribution (wires), and total

customer costs (which includes such items as billing and metering). Specifically for residential

members, the COSS illustrated that it costs $31.83 per month per residential member in fixed

monthly customer costs to provide service to a residential customer. Other Hied costs

incurred for residential members include distribution system (wires, poles, etc.) and the fixed

portion of purchased power charges paid to primarily Arizona Electric Power Cooperative

("AEPCO"), Trico's generation and transmission provider, on a monthly basis. The COSS

also illustrated that total Residential Fixed Costs per month are $100.64.3 Staff concludes that

Trico has supported through its COSS, dart the fixed monthly charge of $24.00 per residential

member per month in the Settlement Agreement is well under the amount contained in the

20 <:0ss.

2 1

22 Q.

23

Did EFCA comment on the proposed changes to the Residential TOU rate schedule

in the Settlement Agreement?

24 A. Yes. In his direct testimony, EFCA witness Mr. Monsen indicated that Staff has not

25 explained why it has taken a position in the Settlement Agreement recommending to freeze

2 Paladino Direct Rate Design pg. 4 lines 19-21 .
3 Paladino Direct Rate Design pg. 9 lines 8-22.



S e ttlement Reply Testimony of Rene lle  P a ladino
Docke t No. E-01461A-15-0_63
Page 3

1 the  Re s ide ntia l TOU ra te  s che dule  whe n tha t re colnme nda tion is  the  dire ct oppos ite  of the

2

3

pos ition S ta ff re comme nde d in  the  S ulfur S prings  Va lle y Ele c tric  Coope ra tive , Inc .

("SSVEC") rate case, Docket No. E-01575A_15-0312.4

4

5 Q. Did  S ta ff re c o m m e n d  in  th e  S e tt le m e n t Ag re e m e n t to  fre e ze  th e  Re s id e n tia l TOU ra te

6 s chedu le?

7 Ye s .

8

9 Q. Did  S t a ff r e c o m m e n d  in  t h e  S S VE C ra t e  c a s e  t o  fr e e z e  We  Re s id e n t ia l TO U ra t e

10 schedule?

11 A. No .

1 2

1 3 Q.

14

What is the explanation for Staffs different positions on the Residential TOU rate

schedules in the two recent rate cases?

15 A. A conc lus ion by S ta ff in  one  com pa ny's  ra te  ca s e  will not ne ce s s a rily ca rry forwa rd into

16 an o th er co mp an y's  ra te  cas e . Every case stands on its own merits. Ea ch com pa ny's

17 opera tions  and customer base  a re  unique  with diffe ring supply and usage  cha racte ris tics .

18

19

20

2 1

22

S pe cifica lly, for the  S S VEC Re s ide ntia l TOU ra te  sche dule , S ta ff unde rs ta nds  tha t the  price

s igna ls  ma y not be  inhe re nt in the  curre nt pricing s tructure  from AEP CO. Tha t la ck of price

s igna l doe s  not re inforce  in S S VEC's  cus tome rs  the  ne e d for TOU ra te  sche dule s . Howe ve r,

S ta ff a lso indica te d tha t the  e xis ting Re s ide ntia l TOU ra te s  a re  not ha ndful to S S VEC or the

23 customers.5

24

4 Monsoon Direct (Bled July 29, 2016) pg. 37 lines 20-22.
5 Paladino Surrebuttal Docket No. E-01575A-15-0_12 pg. 7 lines 15-17.

A.

Il l



S e ttlement Reply Testimony of Rane lle  P a ladino
Docke t No. E_01461A_15-0363
Page  4

1

2

3

While  S ta ff a gre e s  tha t Trico, which a lso re ce ive s  supply from AEP CO, la cks  the  price  s igna l

to re inforce  the  ne e d for the  TOU ra te  sche dule s , S ta ff disa gre e s  with the  conclus ion tha t the

exis ting Residentia l TOU ra te  schedule  is  ha rmless  to Trico and its  cus tomers .

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

The  S e ttle me nt Agre e me nt propose s  the  imple me nta tion of a  re s ide ntia l ra te  s tructure  which

incorpora te s  a  de ma nd cha rge  in a ddition to a n e ne rgy cha rge  a nd a  monthly fixe d cha rge .

The  S e ttle me nt Agre e me nt propos e s  a  $0 de ma nd cha rge  s o tha t the  re s ide ntia l me mbe r

would ha ve  time  to le a d a bout a  de ma nd cha rge  a nd how it ca n be  a  be ne ficia l ra te  de s ign

for cus tome rs . Trico's  e xis ting me te ring infra s tructure  s upports  a  de ma nd charge ba s e d on

the  highe s t 15-minute  incre me nt during the  monthly billing cycle  (24 hours  a  da y/7 da ys  a

we e k) not during spe cific pe a k/off-pe a k time s . It is  re a sona ble  to a nticipa te  tha t a  re s ide ntia l

cus tome r would ultima te ly wa nt to limit mining a ll e le ctricity cons uming ite ms  a t the  s a me

tim e  a nd s pre a d tlle  e le c tric ity us a ge  ove r the  da y a nd the  m onde . Tying  a  15-m inute

incre me nt monthly de ma nd cha rge  with a  re s ide ntia l TOU ra te  s che dule  would be  s e nding

conflicting s igna ls  to the  re s ide ntia l cus tome r on how to e ffe ctive ly control its  e le ctric bills .

S ta ff doe s  not s upport a  ra te  s truc ture  tha t would ha rm  re s ide ntia l cus tom e rs ,  a nd S ta ff

be lie ve s  the  imple me nta tion of a  de ma nd cha rge  a s  propose d in the  S e ttle me nt Agre e me nt

for cus tome rs  on a  re s ide ntia l TOU ra te  sche dule  would be  ha rmful to die  cus tome r.

1 9

20 RATE CASE EXP ENS E

2 1 9 Did Trico adjust rate case expense for this rate case?

22 A. Ye s . The  origina l a pplica tion Ble d on Octobe r 23, 2015 incorpora te d $150,000 of ra te  ca se

23

24

25

expense spread over three years. As part of the Settlement Agreement, Trico requested to

increase the rate case expense. Staff agreed to the increase in rate case expense with a cap at

$450,000 subject to a review of the supporting invoices.°

6 Ford Direct pg. 6 lines  5-9.

Q



S e ttlement Reply Testimony of Rene lle  P a ladino
Docke t No. E-01461A-15-0_63
Page 5

1 Q. Has  S ta ff rece ived  co p ie s  o f ra te  ca s e  exp en s e  in vo ice s  fro m Trico ?

2 A.

3

Yes. S ta ff re que s te d copie s  of a ll ra te  ca s e  e xpe ns e  s upport invoice s  a nd the  unde rlying

contra cts  for thos e  invoice s . S ta ff received confide ntia l copie s  of a ll contra cts  a nd invoice s

4 Trico had rece ived through J une  30, 2016.

5

6 Q. Did  S ta ff h a ve  th e  o p p o rtu n ity to  re vie w a ll c o n tra c ts  a n d  in vo ic e s  p ro vid e d  b y Tric o ?

7 A.

8

9

Ye s . S ta ff ve rifie d the  invoice s  we re  in a ccorda nce  with the  contra cts  in pla ce . S ta ff a ls o

ve rifie d tha t the  invoice s  Trico ha d re ce ive d through J une  30, 2016 tota le d a pproxima te ly

$400,000. Trico a ls o indica te d dirt it fore ca s te d a pproxima te ly $159,000 more  in ra te  ca s e

10 expense  before  the  case  has a  decision.

1 1

1 2

1 3

Staff agrees Trico has provided adequate support for an increase in rate case expense from

$150,000 to $400,000. Staff believes, based upon the forecasts of the Cooperative, that an

1 4 additional $50,000 in rate case expenses is likely. The  Coope ra tive  howe ve r s hould  be

1 5 re quire d to provide  invoice s  in support of this  a dditiona l a mount to S ta ff.

1 6

17 Q . Does this conclude your Reply Testimony in support of the Settlement Agreement?

18 A. Ye s , it doe s .
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EXECUTWE SUMMARY
TRICO ELECTRIC COOPERATIVE, INC.

DOCKET no. E-01461A-15-0363

My reply testimony responds to many of the  comments  conta ined in the  direct testimony of
Ene rgy Fre e dom Coa lition of Ame rica 's  witne s s  P a trick J . Quinn (tile d in oppos ition to the
Settlement Agreement). I address his comments regarding the rate  design changes contained in the
Settlement Agreement between Staff and Trico.

l I III l-l



S e ttle m e nt Re ply Te s tim ony of Te rri L. Ford
Docke t No. E-01461A-15-0363
Pa ge  1

1 INTRODUCTION

2 Q. Please state your name and business address.

3 A. My name is  Terri L. Ford. My business  address  is  1200 West Washington Stree t, Phoenix,

Arizona 85007.4

5

6 Q. By whom are you employed and in what capacity?

7

8

I a m e mploye d by the  Arizona  Corpora tion Commiss ion ("Commiss ion") a s  a n Ass is ta nt

Director of the  Utilitie s  Divis ion ("S ta fF') .

9

1 0 Q. Did you file  Direc t Tes timony in Support of the  Se ttlement Agreement in this  cas e?

11 A.

12

Yes , I Bled Direct Tes timony in Support of the  Se ttlement Agreement be tween S ta ff and

Trico Electric Coopera tive  l"Trico" or "Coopera tive") on July 29, 2016.

13

14 Q. Wh a t  is  th e  p u rp o s e  o f yo u r  Re p ly  Te s t im o n y in  S u p p o r t  o f th e  S e t t le m e n t

15 Agreement?

16 A.

17

18

The  purpos e  of my Re ply Te s timony is  to re s pond to s ome  of the  points  ma de  in the

Direct Tes timony of Pa trick J . Quinn feed on beha lf of the  Ene rgy Freedom Coa lition of

Ame rica  ("EFCA").

19

20 Q. Were you surprised by Mr. Quinn tiling testimony in this case?

2 1 A.

22

23

Ye s , I wa s . Norma lly, Mr. Quinn re pre s e nts  the  Arizona  Utility Ra te pa ye rs  Allia nce

("AURA"). AURA is  not a n inte rve nor in this  proce e ding. Mr. Quinn is  a ppe a ring on

beha lf ofEFCA.

24

A.



S e ttle m e nt Re ply Te s tim ony of Te rri L. Ford
Docke t No. E-01461A-15-0_63
Pa ge  2

1 RES P ONS E TO TESTIMONY OF PATRICK J- Q U I N N

2 Q. What is the first point made by Mr. Quinn to which you would like to respond?

3

4

5

6

7

Mr. Quinn states that he is concerned with the "lack of notification and late timing of the

important changes related to mandatory demand charges." An important point which Mr.

Quinn fails to discuss until well into his testimony, is the fact that the demand charge

component of the proposed three-part rate design will be set at zero ($0.00) per kW under

Section VI of the Settlement Agreement until a decision is made on demand charges M the

8 Coope ra tive 's  ne xt ra te  ca se .

9

10 Q.

1 1

What is the purpose of including a demand component on customer bills if there is

no charge associated with it?

12 A.

13

14

The  purpos e  is  to  us e  this  a s  a n opportunity to  e duca te  cus tom e rs . Our e xpe rie nce  in othe r

ca s e s  indica te s  cus tom e rs  m a y not fu lly unde rs ta nd the  conce pt of a  de m a nd cha rge  a nd

h o w th e y c a n  u tiliz e  d e m a n d  ra te s  to  re d u c e  th e ir m o n th ly b ills . Unde r the  S e ttle m e nt

15 Agre e m e nt, Trico  is  re qu ire d  to  unde rta ke  a n  e xte ns ive  m e m be r ou tre a ch  a nd  e duca tion

16 progra m  re ga rding de m a nd ra te s . S e c tion 10.2  of the  S e ttle m e nt Agre e m e nt provide s  tha t

17 the member outreach and education will include at a minimum: (a) the nature and

18

19

20

2 1

22

operation of demand rates; (b) how members can utilize demand rates to reduce monthly

bills; and (c) information on tools available from Trico and third parties to help members

manage demand (including Trico's Smart Hub application). In addition, each member's bill

will show the date and time of the member's peak demand for the billing period. And, the

Cooperative will gather critical data that may be utilized to set a demand charge in the

23 future .

24

A.



S e ttle me nt Re ply Te s timony of Te rri L. Ford
Docke t No. E-01461A-15-0363
Page 3

1 Q. Does this provision respond to one of the primary concerns raised by Mr. Quinn in

2 his  Tes timony?

3

4
5
6
7
8
9

A. Yes, it does. At page 6 of his  Direct Testimony, Mr. Quinn sta tes due following:

A comprehensive educational plan has to be developed that includes the
ability of a consumer to get instantaneous data. Trico has not yet
developed such a plan. This is absolutely necessary to avoid broadsiding
customers, especially customers that are most vulnerable to increases in
Hied charges like those on low or fixed incomes."

10

11

12

The Settlement Agreement contemplates a comprehensive educational ef fort before

demand rates would be considered in the next rate case, coupled with individual usage data

13 review with members.

14

15 Q.

16

Do the provisions of the Settlement Agreement respond to other concerns raised by

Mr. Quinn?

17

18

19

20

2 1

Yes, they do. Mr. Quinn s ta tes  on page  7 of his  Tes timony tha t re s identia l cus tomers  do

not have  "access  to the  equipment and other resources  to manage  demand usage ." The

Se ttlement Agreement specifica lly provides  tha t Trico is  required to provide  educa tiona l

materia ls  that highlight technology solutions including programmable  thermosta ts  and load

controllers to better manage demand charges and monthly bills.

22

23 Q.

24

How long will this member educational program continue under Me terms of the

Settlement Agreement?

25 A.

26

27

28

29

It will continue  for a s  long  a s  ne ce s s a ry a nd  a t le a s t da rough the  ne xt ra te  ca s e . The

provis ions  of S e ction XII of the  S e ttle me nt Agre e me nt provide  tha t Trico's  ne xt ra te  ca se  will

re flect a  test year n o  e a rlie r tha n the  12-months  e nding J une  30, 2018. This  me a ns  tha t the re

a re  like ly to be  se ve ra l ye a rs  of outre a ch a nd e duca tiona l e fforts  be fore  a ny form of de ma nd

ra te s  would go into e ffect (if a t a ll) .

A.

II I | | | | -
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1 Q.

2

Mr. Quinn attempts to make comparisons aiM the UNSE case. Do you believe Mr.

Quinn's comparisons in this regard are accurate?

3

4

5

6

7

8

9

1 0

1 1

1 2

I be lie ve  tha t Mr. Quinn's  compa rison fa ils  to re cognize  s e ve ra l importa nt diffe re nce s

between the two cases. First, the demand component in Trico's case will be zero (80.00 per

kw) until the  next ra te  case  is  resolved. Second during Ms time, the  Settlement Agreement

provides  for a  lengthy educa tiona l campa ign be fore  any form of demand ra tes  would go

into e ffect. The  need for an extended educa tiona l program was  discussed a t the  recent

Gpen Meeting on UNSE and is  consis tent with the  guidance  provided by the  Commission

at that Open Meeting on the implementation of demand rates. In this case , if demand rates

a re  a dopte d in Trico's  ne xt ra te , the y would be  no highe r tha n a  mode s t $2.00 pe r kw,

pursuant to Section 12.2 of the  Settlement Agreement. In tha t next case , the  Commission

could also decide to leave the demand charge at $10.00.

1 3

1 4 Q. What else does Mr. Quinn's comparison fail to reflect?

1 5 A. I be lie ve  tha t Mr. Quinn's compa rison a lso fails to take into account Section 12.4 of the

1 6 S e ttle me nt Agre e me nt. Tha t S e ction provide s :

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

The Signatories recognize that the ultimate success of a three-part rate will be
dependent upon the success of Trico's educational programs and its ability to
help customers navigate through the technological options that are available to
assist them in controlling their demand and energy usage. The Signatories
recognize that alternative options may need to be considered in the next rate
case.

25

26

27

Thus ,  a s  I s ta te d in  m y Dire c t Te s tim ony in  S upport of the  S e ttle m e nt Agre e m e nt,  the

S igna torie s  express ly recognize  tha t because  the  leve l of customer acceptance  a t the  time  of

Trico's  ne xt ra te  ca se  is  imposs ible  to de te rmine  now, a lte rna tive  options  ma y ne e d to be

28 cons ide re d in  the  ne xt ra te  ca s e .

29

A.
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1

2

Mr. Quinn's  conce rn tha t the re  ha s  be e n a  fina l de cis ion re ga rding the  imple me nta tion of

demand ra te s  by Trico fa ils  to take  into account S ection 12.4 of the  S e ttlement Agreement.

3

4 Q. Are there other concerns Mat Mr. Quinn raises that you would like to address?

5

6

7

8

9

1 0

Ye s .  Mr.  Q n se e ms  to be  sa ying tha t the re  ca n be  no cha nge s  to ra te  de s ign from tha t

file d by a  compa ny in its  origina l a pplica tion. Mr. Quinn a lso a ppe a rs  to be  sa ying tha t ra te

de s ign cha nge s  ca nnot be  m a de  in this  ca s e , be ca us e  the  notice  did not m e ntion "ra te

de s ign." This  ignore s  the  fa c t tha t o fte n tim e s ,  ra te  de s ign  cha nge s ,  s om e  of the m

s ig n ific a n t ,  a re  p ro p o s e d  b y S ta ff a n d  in te rv e n e rs  in  a  c a s e  a n d  a d o p te d  b y th e

Commiss ion.

11

1 2 Q . How do you respond to Mr. Quinn's concern about the basic service charge increase?

1 3 A.

1 4

1 5

1 6

1 7

1 8

1 9

Mr. Quinn ha s  conce rns  with the  ba s ic  s e rvice  cha rge  incre a s e  of $9.00 provide d in the

S e ttle m e nt Agre e m e nt.  I would like  to  point out tha t the  cos t s tudie s  provide d by Trico

actua lly support a  much highe r ba s ic se rvice  cha rge . Mr. Quinn aga in compare s  the  amount

of the  incre a s e  in the  ba s ic  s e rvice  to tha t re ce ntly a pprove d by the  Com m is s ion in the

UNS E ca s e . This  doe s  not ta ke  in to  cons ide ra tion  o the r fa c tors  tha t a re  im porta nt to

conside r such a s  the  ove ra ll revenue  increase , which in this  ca se  was  comparably sma ll, the

fact tha t this  is  a  coopera tive , and the  unique  characte ris tics  of Trico's  se rvice  a rea .

20

2 1 Q. Does this conclude your Reply Testimony in Support of the Settlement Agreement?

22

A.

A. Ye s , it doe s .


