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JEFF HATCH-MILLER, Chairman
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KRISTIN K. MAYES L

BARRY WONG | |

IN THE MATTER OF THE APPLICATIONOF | DOCKET NO. E-01345A-05-0816

OF THE UTILITY PROPERTY OF THE
COMPANY FOR RATEMAKING PURPOSES, TO

RETURN THEREON, TO APPROVE RATE
SCHEDULES DESIGNED TO DEVELOP SUCH
RETURN, AND TO AMEND DECISION NO.
67744.

IN THE MATTER OF THE INQUIRY INTO THE - DOCKET NO. E-01345A-05-0826
FREQUENCY OF UNPLANNED OUTAGES
DURING 2005 AT PALO VERDE NUCLEAR
GENERATING STATION, THE CAUSES OF THE
OUTAGES, THE PROCUREMENT OF
REPLACEMENT POWER AND THE IMPACT OF
THE OUTAGES ON ARIZONA PUBLIC
SERVICE COMPANY’S CUSTOMERS.

IN THE MATTER OF THE AUDIT OF THE FUEL | DOCKET NO. E-01345A-05-0827
AND PURCHASED POWER PRACTICES AND '
COSTS OF THE ARIZONA PUBLIC SERVICE
COMPANY. o

STAFF’S NOTICE OF FILING
Staff of the Arizona Corporation Commission'hérebyy provides notice of filing the Testimohy

Summaries of Erinn Andreasen and Jerry D. Anderson in the above-referenced matter. -

RESPECTFULLY SUBMITTED this 14™ day of November, 2006.

Anizona Corporation Commission

DOCKETED

S : Arizona Corporation Commission
NOV 1 42006 1200 West Washington Street

Phoenix, Arizona 85007

DOCKETED BY, (602) 542-3402
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Ongmal and 17 copies of the foregoing filed
th1s 14™ day of November, 2006 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007

tEy of the foregoing mailed this
14" day of November, 2006 to:

Deborah R. Scott
Kimberly A. Grouse
SNELL & WILMER

One Arizona Center

400 East Van Buren Street
Phoenix, AZ 85004-2202

Thomas L. Mumaw

Karilee S. Ramaley

PINNACLE WEST CAPITAL
CORPORATION - :

Post Office Box 53999, MS 8695
Phoenix, AZ 85072-3999

C. Webb Crockett

.|| Patrick J. Black

FENNEMORE CRAIG, P.C.
3003 North Central Avenue, Suite 2600
Phoenix, AZ 85012-2913 ‘

Michelle Livengood

UniSource Energy Services

One South Church Street, Suite 200
Tucson, AZ 85702 '

Donna M. Bronski

Deputy City Attorney

City Attorney’s Office :
3939 North Drinkwater Boulevard
Scottsdale, AZ 85251

George Bien-Willner
3641 North 39™ Avenue
Phoenix, AZ 85014

Michael W. Patten

J. Matthew Derstine

Laura E. Sixkiller

ROSHKA DEWULF & PATTEN, PLC
One Arizona Center v

400 East Van Buren Street, Suite 800
Phoenix, AZ 85004

" Michael L. Kurtz -

BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

-Scott S. Wakefield

RUCO
1110 West Washington Street, Suite 220
Phoenix, AZ 85007

Lawrence V. Robertson, Jr.
Post Office Box 1448

- Tubac, AZ 85646

Bill Murphy

Murphy Consulting
5401 North 25™ Street
Phoenix, AZ 85016

Andrew W. Bettwy
Karen S. Haller

" Assistants General Cunsel

Legal Affairs Department
5241 Spring Mountain Road
Las Vegas, NV 89150
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Amanda Ormond ”

The Ormond Group LLC

Southwest Representative

Interwest Energy Alliance

7650 South McClintock, Suite 103-282
Tempe, AZ 85284

Joseph Knauer, President
Jewish Community of Sedona
and the Verde Valley

100 Meadowlark Drive

Post Office Box 10242
Sedona, AZ 86339-8242

David C. Kennedy, Esq.
818 East Osborn Road, Suite 103
Phoenix, AZ 85014

S. David Childers, Esq.

LOW & CHILDERS

2999 North 44™ Street, Suite 250
Phoenix, AZ 85018

Tracy Spoon

Sun City Taxpayers Association »
12630 North 103" Avenue, Suite 144
Sun City, AZ 85351

Tammie Woody
10825 West Laurie Lane

|| Peoria, AZ 85345

Douglas V. Fant

Law Offices of Douglas V. Fant

3655 West Anthem Drive, Suite A-109
Anthem, AZ 85086

Walter W. Meek, President

Arizona Utility Investors Association
2100 North Central Avenue, Sulte 210 -
Phoenix, AZ 85004 :

Sein Seitz, President

Arizona Solar Energy Industries Association
3008 North Civic Center Plaza

Scottsdale, AZ 85251

Dan Austin

Comverge, Inc.

6509 West Frye Road, Suite 4
Chandler, AZ 85226

Timothy M. Hogan
Arizona Center for Law in the Public Interest

- 202 East McDowell Road, Suite 153

Phoenix, AZ 85004

Jay 1. Moyes

- Moyes Storey Ltd.

1850 North Central Avenue, Suite 110
Phoenix, AZ 85004

Kenneth R. Saline, P.E.

K.R. Saline & Assoc., PLC
160 North Pasadena, Suite 101
Mesa, AZ 85201

Robert W. Geake

- Vice President and General Counsel

Arizona Water Company
Post Office Box 29006
Phoenix, AZ 85038-9006

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

139 Barnes Drive

Tyndall AFB, FL 32403

Greg Patterson
Arizona Competitive Power Alliance

916 West Adams Street, Suite 3
Phoemx AZ 85007 .

Jim Nelson ,
12621 North 17" Place
Phoenix, AZ 85022

Barbara Klemstine

Brian Brumfield

Arizona Public Service

Post Office Box 53999, MS 9708
Phoenix, AZ 85072-3999 ‘
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Jon Poston :
AARP Electric Rate Project
6733 East Dale Lane

Cave Creek, AZ 85331

Coralette Hannon

AARP Government Relations & Advocacy
6705 Reedy Creek Road

Charlotte, NC 28215




SUMMARY OF TESTIMONY
STAFF WITNESS
JERRY D. ANDERSON

- ARIZONA PUBLIC SERVICE COMPANY
DOCKET NO. E-01345A-05-0816

Direct Testimony:

Staff’s direct testimony addresses two main topics. First, it addresses Demand-Side
Management (“DSM”) at the Arizona Public Service Company (“APS” or the “Company”). The
testimony discusses test year and current DSM programs at APS and how DSM programs are
funded. = Secondly, the testimony discusses the System Benefits Charge in this case and its
components. Staff provides a summary of the amount of system benefits requested by APS and
the amount recommended by Staff for each component. :

Staff recommends that APS’ proposed net lost revenue adjustments for DSM programs be
disallowed and that the Company should be rewarded for DSM savings through a performance
incentive.  Staff does not oppose APS’ proposal to accrue interest on the Demand-Side
Management Adjustment Charge account balance. Staff recommends that the total of System
Benefits should be $49,191,690. The System Benefits Charge components, and the amount of
System Benefits requested by APS and recommended by Staff for each component are
summarized in the following table:

System Benefits Components | : APS Staff

Proposed  Recommended
Demand-S/ide Management Programs | | -~ $10,000,000 - $10,000,000
Low Income Programs (E—3/E-4‘Rates) ' $4,222,330 $4,372,33’O
Renewables : : $6,000,000 $6,000,000
| Palo Verde Power Pltmt Decomniissioning | $18, 901 ,703 -+ $18,901,703

Independent Spent Fuel Storage Installation (ISFSI) $10,177.404  $9.917.657

Total System Benefits ' $49,301,437  $49,191,690

Surrebuttal Testimony:

Staff’s surrebuttal testimony adds clarification that any APS under-spendmg for DSM
below the required $30 million in base rates during the period 2005 through 2007 will result in the
- amount of the under-spending being applied as a credit to the DSM adjustor account. Staff also
comments on SWEEP’s proposal to implement an Energy Efficiency Standard (“EES”) in which
Staff agrees with APS that the EES is aggressive and poss1b1y premature, but believes it is useful

~ for planmng for future energy efficiency.



SUMMARY OF TESTIMONY
STAFF WITNESS
JERRY D. ANDERSON

ARIZONA PUBLIC SERVICE COMPANY
DOCKET NO. E-01345A-05-0816

Staff recommends a time limitation be set on the use of measured energy savings values
from sources other than APS’ own Measurement, Evaluation, and Research (“MER”) contractor
in the calculation of the DSM Performance Incentive. Staff recommends the actual savings
measured by the MER be used in those calculations beginning no later than July 1, 2007. Staff
also contends that energy savings resulting from DSM measures are not known and measurable
and adds that argument to its position that APS’ proposed revenue adjustment for DSM-related
reduced revenues should be disallowed.




EXECUTIVE SUMMARY
ARIZONA PUBLIC SERVICE COMPANY
DOCKET NO. E-01345A-05-0816

Direct Testimony:

Ms. Andreasen’s direct testimony recommends the following:

1.

Staff recommends higher than average increases for rate schedules E-34 and E-35
based on the fact that these categories are under performing relative to the rest of
the general service class and the system-average rate of return.

Staff recoinmends that the cost-of-service category E-32 (1,000 or greater kW)
receive a greater increase than E-32 cost-of-service categories (0-20 kW), (21-100
kW), (101-400 kW), and (401-999 kW).

Staff recommends that rate schedule E-20 receive a much smaller than average
increase due to the fact that its return is much greater than the system average and
exceeds the returns for the other rate categories in the cost-of-service study.

Staff recommends that APS provide a 12-month interim period for customer
transition so that residential customers on E-10 and EC-1 will have additional
time to fully evaluate their alternative rate options. Staff also recommends that
APS continue customer outreach efforts to educate consumers about their rate
options during the 12-month interim period.

" Staff recommends that E-10 and EC-1 not be cancelled until the end of the 12-

month interim period, which should provide customers with adequate time to
consider alternative rate options.

-Staff recommends that APS provide customers on E-21, E-22, E-23, and E-24 a

six-month interim period for customer transition so that customers would be
provided adequate time to consider other rate options and allow APS time to
switch out meters where required. Staff also recommends that APS propose an
interim rate increase to apply during the interim period for rates E-21, E-22, E-23,
and E-24 that is greater than the average increase for the general service class.

Staff recommends that E-21, E-22, E-23, aﬁd E-24 not be cancelled until the end

~ of the six-month interim perlod which should provide customers- with time to

consider alternatlve rate options.

Staff recommends that rate designs kfor residential rates ET-2 and ECT-2 remain
revenue neutral when compared to rates adopted for ET-1 and ECT-2
respectively.
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Staff recommends that the proposed demand rates for E-32 not be raised
significantly over levels proposed by APS.

Staff recommends that in the next rate case filed with the Commission, APS
propose to replace general service rate schedule E-32 with alternate general
service schedules that divide E-32 usage into small, medium, and large categories
or other appropriate division.

Staff recommends that the System Benefit Charge for all applicable APS rate
schedules be set at $.001850 per kWh.

Staff recommends that the after-hours charge on Schedule 1 for other services
remain at $75.00 per trip.

Staff recommends that APS include a definition for Multi-Unit Residential High-
Rise Developments on Schedule 1.

Staff recommends that APS should add clarifying language to Schedule 3 to
specify that the “construction cost” refers to the “backbone infrastructure cost.”

Staff recommends that under sections titled Master Planned Community
Developments and Residential Multi-Family Developments of Schedule 3, APS

- clarify that allowances will be credited to the applicant.

Staff recommends that APS amend its definition for “Residential Homebuilder
Subdivision” on Schedule 3 to be consistent with R14-2-201(34). = Staff also
recommends that APS alphabetize the definitions included on Schedule 3.

Staff recommends that APS add language to each section of Schedule 3 clarifying
the applicable timeframes for field audits and refundable advances.

Staff recommends that APS should file a revised Schedule 3 including Staff’s
recommendations above in its rebuttal testimony. In its rebuttal testimony, APS
should provide a copy of its proposed Schedule 3 redlined against the current
version attached to my testimony as Exhibit B

Staff recommends that the Commission open a generic docket where parties can
provide feedback and the Commission can evaluate the adoptlon of hook-up fees
for the energy industry.

Staff recommends that APS establish a forum to explore issues associated with
demand-response and load-management opportunities for its service territory.

Staff recommends that APS conduct a Study that identifies which types of
demand-response and load-management programs would be most beneficial to
APS’ system. In the study, APS should demonstrate why certain programs are



more beneficial than others and identify which customer segments would be most
likely to respond to such programs. The study should rely on a cost-benefit
analysis based on the Societal Cost Test and be filed with the Commission within
eight months of approval of a decision in this matter. In addition, APS should be
required to file for Commission approval of one or more cost-effective demand-
response or load-management programs that APS believes would be most
beneficial to its system and its ratepayers, and to file it concurrently with the
filing the study referred to above.

Surrebuttal Testimony:

Ms. Andreasen’s surrebuttal testimony recommends the rate design to be adopted
by the Commission for ET-2 incorporate off-peak winter rates that are less than off-peak
summer rates. Ms. Andreasen’s testimony also addresses Staff’s recommended changes
to Schedule 1 and Schedule 3. ‘



