10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

JEFF HATCH-MILLER

BRI
0000058913

BEFORE THE ARIZONAGQ\BP@WH)N COMMISSIUN

CHAIRMAN 0 SEP -1 A 8 20
WILLIAM A. MUNDELL

COMMISSIONER A j‘ CORP COMMISSION
MIKE GLEASON DOCUMEHT CORTRO

COMMISSIONER
KRISTIN K. MAYES

COMMISSIONER
BARRY WONG

COMMISSIONER

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY
FOR A HEARING TO DETERMINE THE
FAIR VALUE OF THE UTILITY PROPERTY
OF THE COMPANY FOR RATEMAKING
PURPOSES, TO FIX A JUST AND
REASONABLE RATE OF RETURN
THEREON, TO APPROVE RATE
SCHEDULES DESIGNED TO DEVELOP
SUCH RETURN, AND TO AMEND
DECISION NO. 67744

Docket No. E-01345A-05-0816

Arizona Corporation Commission
DOCKETED

SEP -1 2006

DOCKETED BY

N

NOTICE OF FILING

The Residential Utility Consumer Office ("RUCQO") hereby provides notice of filing the

Direct Testimony (Rate Design) of Marylee Diaz Cortez, CPA, in the above-referenced matter.

RESPECTFULLY SUBMITTED this 1° day of September 2006.

Gt MM

Scott S. Wakefield
Chief Counsel

3D




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

AN ORIGINAL AND THIRTEEN COPIES

of the foregoing filed this 1° day
of September 2006 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

COPIES of the foregoing hand delivered/

mailed or *emailed this 1% day of September, 2006 to:

*Lyn Farmer

Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

*Christopher Kempley, Chief Counsel

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

*Ernest Johnson, Director
Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

*Thomas L. Mumaw

Karilee S. Ramaley

Pinnacle West Capital Corporation
Law Department

P. O. Box 53999

Mail Station 8695

Phoenix, Arizona 85072-3999

*Deborah R. Scott

Kimberly A. Grouse

Snell & Wilmer L.L.P.

400 East Van Buren

Phoenix, Arizona 85004-2202

*Barbara Klemstine

*Brian Brumfield

Arizona Public Service

P. O. Box 53999

Mail Station 9708

Phoenix, Arizona 85072-3999

*Bill Murphy

Murphy Consulting
5401 N. 25™ Street
Phoenix, Arizona 85016

*Douglas V. Fant

Law Offices of Douglas V. Fant
3655 W. Anthem Dr,

Suite A-109 PMB 411

Anthem, AZ 85086

*Dan Austin

Comverge, Inc.

6509 W. Frye Road, Suite 4
Chandler, AZ 85226

Jim Nelson
12621 N. 17" Place
Phoenix, AZ 85022

*Michael W. Patten, Esq.
*Laura E. Sixkiller, Esq.

*J. Matthew Derstine, Esq.
Roshka, DeWulf & Patten, PLC
400 East Van Buren Street
Suite 800

Phoenix, Arizona 85004




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

*Michelle Livengood, Esq.
UniSource Energy Services

One South Church Street, Suite 200
Tucson, Arizona 85702

*Timothy M. Hogan

Arizona Center for Law in the
Public Interest

202 E. McDowell Road, Suite 153

Phoenix, AZ 85004

*Jeff Schlegel

SWEEP Arizona Representative
1167 W. Samalayuca Dr.
Tucson, AZ 85704-3224

*David Berry

Western Resource Advocates
P. O. Box 1064

Scottsdale, AZ 85252-1064

*Eric C. Guidry

Western Resource Advocates
2260 Baseline Road, Suite 200
Boulder, Colorado 80302

Tracy Spoon, Executive Director
Sun City Taxpayers Association
12630 N. 103" Avenue, Suite 144
Sun City, AZ 85351

*Walter W. Meek

Arizona Utility Investors Association
2100 N. Central Avenue, Suite 210
Phoenix, Arizona 85004

*The Kroger Co.
1014 Vine Street, G-07
Cincinnati, Ohio 45202

*Michael L. Kurtz, Esq.

*Kurt J. Boehm, Esq.

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

*Robert W. Geake

Vice President & General Counsel
Arizona Water Company

P. O. Box 29006

Phoenix, AZ 85038-9006

*Donna M. Bronski
Deputy City Attorney
3939 N. Drinkwater Blvd.
Scottsdale, AZ 85251

*C. Webb Crockett

*Patrick J. Black

Fennemore Craig

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012-2913

*Greg Patterson, Director

Arizona Competitive Power Alliance
916 West Adams, Suite 3

Phoenix, AZ 85007

George Bien-Willner
3641 N. 39" Avenue
Phoenix, AZ 85014

*Lawrence V. Robertson, Jr.
Munger Chadwick

P. O. Box 1448

Tubac, AZ 85646

*Lieutenant Colonel Karen S. White
Chief, Air Force Utility Litigation Team
AFLSA/JACL-ULT

139 Barnes Drive

Tyndall AFB, FL 32403

*Sean Seitz, President
Arizona Solar Energy
Industries Association
3008 N. Civic Center Plaza
Scottsdale, Arizona 85251

*Michael M. Grant

Gallagher & Kennedy, P.A.
2575 East Camelback Road
Phoenix, Arizona 85016-9225




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

*Jay |. Moyes, Esq.

Moyes Storey Ltd.

1850 N. Central Avenue, Suite 1100
Phoenix, AZ 85004

*Kenneth R. Saline, P. E.
K.R. Saline & Assoc., PLC
160 N. Pasadena, Suite 101
Mesa, AZ 85201

*Andrew W. Bettwy

*Karen S. Haller

Assistants General Counsel
Legal Affairs Department
Southwest Gas Corporation
5241 Spring Mountain Road
Las Vegas, Nevada 89150

*Debra S. Jacobson

Director

Government & State Regulatory
Affairs

Southwest Gas Corporation

5241 Spring Mountain Road

Las Vegas, Nevada 89150

*Amanda Ormond
Interwest Energy Alliance
7650 S. McClintock

Suite 103-282

Tempe, AZ 85284

David C. Kennedy
Attorney at Law

818 E. Osborn Road
Suite 103

Phoenix, Arizona 85014




ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. E-01345A-05-0816

(Rate Design)

DIRECT TESTIMONY
OF

MARYLEE DIAZ CORTEZ, CPA

ON BEHALF OF
THE

RESIDENTIAL UTILITY CONSUMER OFFICE

SEPTEMBER 1, 2006



INTRODUCTION.................

RATE DESIGN....................

Residential Rates.............

General Service Rates




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of Marylee Diaz Cortez
Docket No. E-01345A-05-0816

INTRODUCTION
Q. Please state your name.

A. My name is Marylee Diaz Cortez.

Q. Have you previously filed testimony in this docket?
Yes. | filed direct testimony on revenue requirement issues in this docket

on August 18, 2005.

Q. What is the purpose of this testimony?

The purpose of this testimony is to present RUCO’s proposed rate design.

RATE DESIGN
Q. Please discuss APS’ current rate design.
A. APS’ current rate design is a product of a settlement agreement among

the parties to APS’ prior rate case. Given the diverse perspectives of the
parties, rate design was one of the more contentious issues in that case.
However, RUCO believes a fair and reasonable rate design was arrived at

and is therefore recommending very little change in the current design.

Q. Please discuss the salient elements of RUCO’s proposed rate design.
A. First, | have designed rates to recover RUCO’s proposed rate increase of
10.89% primarily from the commodity, or variable charge. Since the need

for a rate increase is primarily attributable to increased generation and fuel
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costs, it is appropriate that ratepayers bear those increased costs in
proportion to their individual consumption of the commaodity. Allocating the
rate increase primarily to the commodity charge also is desirable because
it allows customers to mitigate the cost of the increase through
conservation. Were a large portion of the increase assigned to the
monthly service charge, ratepayers would pay the increase regardless of
conservation efforts. In keeping with DSM and demand response goals,
RUCO has designed its rates to reward ratepayers for conservation

efforts.

Second, | have designed rates to reflect a more even, or across-the-

board, spread of the increase. All rates were designed to as closely as

possible mirror the overall increase of 10.89%.

Q. Was this possible in all cases?

A. No. Pursuant to Decision No. 67744, a number of rate schedules were

frozen and are required to be eliminated in this rate case. Those rate
schedules will default to active rate schedules in this case. Thus, the
provisions of Decision No. 67744 dictate the increases those rate

schedules will realize.
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Q.

Will customers actually see a 10.89% in their current bills as a result of
RUCO’s recommended revenue and rate design?

No. RUCO’s 10.89% recommended increase is the increase applicable to
base rates. A portion of this 10.89% is already being recovered through a
PSA charge authorized in Decision No. 68685. Thus, the effective
increase that customers will see as a result of RUCO’s recommendation,

net of the Decision No. 68685 increase, is 4.44%.

Residential Rates

Please describe your proposed residential rates.

Residential rates were designed to evenly recover the 10.89% increase,
with the exception of the frozen rate schedules that will be somewhat
higher as a result of the terms of Decision No. 67744. | have maintained
the existing discount programs for low-income and medical care
equipment. Recovery of the increase will come 100% from the per kWh
charge, allowing customers to mitigate the increase through conservation.

RUCO'’s proposed rates are shown on Schedule MDC-13.

Have you prepared a schedule showing the impact on residential bills from
your proposed rate design?

Yes, | have prepared Schedule MDC-14. Page 1 of Schedule MDC-14
shows the impact of RUCO’s proposed rates on residential customers with

average usage. Page 2 shows the impact on residential customers with
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low usage and page 3 shows the impact on residential customers with
high usage. These schedules show that the more usage a customer has
the higher percentage increase that customer will pay under RUCO’s

proposed rates.

General Service Rates

Q. Please describe your proposed General Service rates.

A. General Service rates were also designed to as closely as possible evenly

distribute the 10.89% rate increase among the individual rate schedules.
Again, the rate schedules that were frozen in Decision No. 67744 are the
exception. Under RUCO’s proposed General Service rate design, 100%
of the increase will be recovered through the variable portion of the
individual rate schedules. Thus, General Service customers will have the
same opportunity to mitigate the impact of the increase through

conservation. RUCOQO’s proposed rates are shown on Schedule MDC-13.

Q. Does that conclude your direct testimony concerning rate design?

A. Yes.
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