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BEFORE THE ARIZONA CORP &lp#mih ..--.-. . 
JEFF HATCH-M I LLER 

CHAl RMAN 

COMMISSIONER 
WILLIAM A. MUNDELL 

MIKE GLEASON 
COMMISSIONER 

COM M I SSl ON ER 

COMMISSIONER 

KRISTIN K. MAYES 

BARRY WONG 

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 
IN THE MATTER OF THE INQUIRY INTO 
THE FREQUENCY OF UNPLANNED 
OUTAGES DURING 2005 AT PAL0 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 AND PURCHASED POWER 
PRACTICES AND COSTS OF THE 
ARIZONA PUBLIC SERVICE COMPANY. 

I DOCKETEUUY 1 

Docket No. E-01345A-05-0816 

Docket No. E-01345A-05-0826 

Docket No. E-01345A-05-0827 

NOTICE OF FILING 

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

Testimony Summaries of Marylee Diaz-Cortez and William A. Rigsby in the above-referenced 

matter. 
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RESPECTFULLY SUBMITTED this 16'h day of November 2006. I 

Chief Counsel 

AN ORIGINAL AND SEVENTEEN COPIES 
of the foregoing filed this 1 6'h day 
of November 2006 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

COPIES of the foregoing hand delivered/ 
mailed or *emailed this 1 6'h day of November 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 
Srizona Corporation Commission 
1200 West Washington 
'hoenix, Arizona 85007 

'Ernest Johnson, Director 
Jtilities Division 
4rizona Corporation Commission 
1200 West Washington 
>hoenix, Arizona 85007 

*Thomas L. Mumaw 
*Karilee S. Ramaley 
Pinnacle West Capital Corporation 

Law Department 
P. 0. 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. 0. Box 53999 
Mail Station 9708 
Phoenix, Arizona 85072-3999 

*Bill Murphy 
Murphy Consulting 
5401 N. 25'h Street 
Phoenix, Arizona 8501 6 
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"Douglas V. Fant 
Law Offices of Douglas V. Fant 
3655 W. Anthem Dr. 
Suite A-I 09 PMB 41 1 
Anthem, AZ 85086 

*Dan Austin 
Comverge, Inc. 
6509 W. Frye Road, Suite 4 
Chandler, AZ 85226 

Jim Nelson 
12621 N. 17'h 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 

'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 
11 67 W. Samalayuca Dr. 
Tucson, AZ 85704-3224 

'David Berry 
Western Resource Advocates 
P. 0. Box 1064 
Scottsdale, AZ 85252-1 064 
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*Eric C. Guidry 
Western Resource Advocates 
2260 Baseline Road, Suite 200 
Boulder, Colorado 80302 

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

*Walter W. Meek 
Arizona Utility Investors Association 
21 00 N. Central Avenue, Suite 21 0 
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 151 0 
Cincinnati, Ohio 45202 

*Robert W. Geake 
Vice President & General Counsel 
Arizona Water Company 
P. 0. 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 8501 2-291 3 

*Greg Patterson, Director 
Arizona Competitive Power Alliance 
916 West Adams, Suite 3 
Phoenix, AZ 85007 
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George Bien-Willner 
3641 N. 3gth Avenue 
Phoenix, AZ 85014 

*Lawrence V. Robertson, Jr. 
Munger Chadwick 
P. 0. Box 1448 
Tubac, AZ 85646 

*Lieutenant Colonel Karen S. White 
Chief, Air Force Utility Litigation Team 

139 Barnes Drive 
Tyndall AFB, FL 32403 

AFLSNJACL-U LT 

*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 8501 6-9225 

*Jay I. Moyes, Esq. 
Moyes Storey Ltd. 
1850 N. Central Avenue, Suite 1 100 
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 891 50 
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*Debra S. Jacobson 
Director 
Government & State Regulatory 

Southwest Gas Corporation 
5241 Spring Mountain Road 
Las Vegas, Nevada 891 50 

Affairs 

*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 

Joseph Knauer, President 
Jewish Community of Sedona 
100 Meadowlark Drive 
P. 0. Box 10242 
Sedona, AZ 86339 

Tammie Woody 
10825 W. Laurie Lane 
Peoria, AZ 85345 

Chairman Hatch-Miller 
Arizona Corporation Commission 

Dean Miller 
Aide to Chairman Hatch-Miller 

Commissioner Mundell 
Arizona Corporation Commission 

Adam Stafford 
Aide to Commissioner Mundell 
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Commissioner Gleason 
Arizona Corporation Commission 

Ken Rozen 
Aide to Commissioner Gleason 

Commissioner Mayes 
Arizona Corporation Commission 

Matthew Derr 
Aide to Commissioner Mayes 

Commissioner Wong 
Arizona Corporation Commission 

Eric Grosneger 
Aide to Commissioner Wong 

Ernestine Gam’ble 
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Arizona Public Service Company 
Docket No. E-01 345A-05-0816 

Rate Application 

SUMMARY OF THE TESTIMONY OF MARYLEE DlAZ CORTEZ 
ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE 

The following is a summary of the significant issues set forth in the direct and 

surrebuttal testimony of Ms. Diaz Cortez. A full discussion of these issues and 

the underlying theory and rationales for her recommendations are contained in 

the referenced documents. 

Palo Verde Steam Generator - This adjustment decreases plant in service 

by $36.7 million and increases accumulated depreciation by the same 

amount to reflect the retirement of a steam generator that was replaced 

post test year. 

SFAS Deferred Credit - This adjustment reduces rate base by a net 

amount of $3.886 million to include an ACC jurisdictional deferred credit in 

rate base that the Company had omitted. 

Pension Liabilitv - This adjustment removes the pension liability from rate 

base net of deferred income taxes. 

Working Capital - This adjustment decreases the working capital 

requirement by $73.3 million, and is primarily attributable to excluding non- 

cash depreciation expense from the IeadAag calculation and consideration 

of the long-term interest expense lags. 

PWEC Administrative and General Expense - This adjustment decreases 

operating expense to remove some prior period A&G accounting entries. 



SUMMARY OF THE TESTIMONY OF MARYLEE DlAZ CORTEZ (Cont.) 

DSM Net Lost Revenues - This adjustment increases revenue by $4.9 

based on a disallowance of the Company-requested Net Lost Revenue 

adjustment. 

Pension Liabilitv - This adjustment decreases annual operating expenses 

by $43.695 million to deny APS’ request to pre-fund pensions. 

Supplemental Executive Retirement Plan - This adjustment decreases 

operating expenses by $4.173 million to remove the cost of additional 

retirement benefits afforded only to high-ranking officials. 

Decommissioning Expense - This adjustment decreases operating 

expenses by $715,000 to reflect the actual test year recorded 

Decommissioning expense. 

Tax Consulting Fees - This adjustment decreases test-year expenses to 

remove tax consulting fees related to a prior period. 

Miscellaneous Expense - This adjustment removes various inappropriate 

expenses such as sponsorships, party supplies, and bobblehead toy 

figurines. 

Unregulated Operations - This adjustment removes from operating 

income the revenues and expenses attributable to APS’ unregulated 

Trading and Marketing department. 

Lobbying and Political Activities Expense - This adjustment decreases 

operating expenses by $1 66,000 to remove expenditures related to 

lobbying and other political activities. 
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SUMMARY OF THE TESTIMONY OF MARYLEE DlAZ CORTEZ (Cont.) 

Amortization Expense - This adjustment decreases amortization expense 

by $6.991 million to remove an unsupported increase in amortization 

expense. 

PSA Changes - This section examines the Company’s requested 

changes in its PSA mechanism, and recommends denial of the requested 

change in sharing of hedge gains and losses. 

Hook-up Fees -This section examines the merits of using hook-up fees to 

mitigate the cost of growth. 

Environmental Improvement Charqe - This section recommends denial of 

a Company-proposed adjustor that would require ratepayers to pay for 

environmental improvements prior to their construction and in-service 

date. 

Demand Side Management - This section discusses RUCO’s 

recommendation regarding DSM expenditures after the three year period 

covered by Decision No. 67744 has lapsed. 

Demand Response Program - RUCO recommends that a task force be 

formed to explore opportunities for load shaving and shifting through 

Demand Response Programs. 

Environmental Portfolio Standard - This section discusses the pending 

revisions to the EPS. 

3 



SUMMARY OF THE TESTIMONY OF MARYLEE D I M  CORTEZ (Cont.) 

Rate Design - RUCO recommends that its recommended revenue 

requirement be spread equally across all customer classes and meter 

sizes. 
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Arizona Public Service Company 
Docket No. E-01 345A-05-0816 

Rate Application 

SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY 
ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE 

The following is a summary of the significant issues set forth in both the direct 

and the surrebuttal testimony of RUCO witness William A. Rigsby, on Arizona 

Public Service Company’s (“APS” or “Company”) application for a permanent 

rate increase. A full discussion of the rate base and operating expense issues 

associated with APS’ request for revenue relief and the underlying theory and 

rationales for Mr. Rigsby’s recommendations are contained in the referenced 

documents. The significant issues associated with the case are as follows: 

Bark Beetle Remediation - Mr. Rigsby will address both the rate base and 

operating expense adjustments that are associated with this issue. In regard to 

the rate base treatment of the Company’s bark beetle regulatory asset, Mr. 

Rigsby is recommending that the Commission adopt the actual test year-end 

deferral balance of $4,469,059 as the amount on which the Company should be 

able to earn a return on over an appropriate period of time. The year-end 

balance treatment that Mr. Rigsby is recommending is no different than the 

treatment that the Commission typically affords rate base assets. 
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SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY (Cont.) 

In regard to the operating expense treatment for the bark beetle regulatory asset, 

Mr. Rigsby is recommending that the Commission adopt a three-year recovery of 

the actual test year-end deferral balance of $4,469,059 noted above. ACC Staff, 

APS and RUCO are all in agreement that three years is an appropriate 

amortization period for the recovery of the Company’s bark beetle regulatory 

asset. 

Interest on Customer Deposits - Mr. Rigsby is recommending that the 

Commission adopt his revised interest expense adjustment of $871,000, which 

results in an adjusted level of $2.4 million in interest on customer deposits. The 

adjustment takes into consideration the most recent known available interest rate 

of 4.38 percent and the actual balance of APS customer deposits that were 

booked at the end of the test year. Both Mr. Rigsby and APS witness Chris N. 

Froggatt are in agreement on the revised adjustment. 

Depreciation Expense - Mr. Rigsby is recommending that the Commission adopt 

his revised depreciation expense adjustment of $262,000, which is related to the 

retirement of turbo-generator units valued at $9,231,000 (depreciated at a rate of 

2.84 percent). Both Mr. Rigsby and APS witness Laura L. Rockenberger are in 

agreement on the revised adjustment. 
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SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY (Cont.) 

Incentive Pay - Mr. Rigsby is recommending that the Commission adopt RUCO’s 

recommended reduction of APS’ expensed incentive program costs by 

$4,563,000. The recommended adjustment represents a policy decision on the 

part of RUCO and, as explained in Mr. Rigsby’s direct testimony, forms a 

recommended starting point from which the Commission can make whatever 

changes, if any, it wishes to make. Mr. Rigsby believes that it is important to 

note that other than its recommended level of reduction (which retains 80 percent 

of the Company-proposed expense), RUCO has not made any specific 

recommendations regarding the development, administration, goals or the 

internal execution of the Company’s incentive program. 

Property Tax Expense - Mr. Rigsby is recommending that the Commission adopt 

his property tax adjustment, which reduces the Company-proposed level of 

property tax expense by $5,976,49. The adjustment reflects the Company’s 

restatement of property tax expense, which takes into consideration the known 

and measurable suspension of the county education tax that was recently signed 

into law. In making his adjustment, Mr. Rigsby relied entirely on the figures that 

were provided by APS witness Laura L. Rockenberger. Mr. Rigsby believes that 

the Commission should reject Ms. Rockenberger’s revised estimated property tax 

expense figure, which includes property valuation figures that are two years 

removed from the Company’s test year ended September 30,2005. 
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SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY (Cont.) 

Advertising Expense - Mr. Rigsby is recommending that the Commission adopt 

his recommended $4,625 reduction to advertising expense. The adjustment is 

related to APS promotional advertising and has been included in Company 

witness Laura L. Rockenberger’s rebuttal adjustment that reduces test year 

operating expenses by $508,000. 

Income Tax Expense - Mr. Rigsby is recommending that the Commission adopt 

his method for calculating a final income tax figure for APS. Both Mr. Rigsby and 

Company witness Chris N. Froggatt are in agreement on the use of the 

synchronized interest methodology to determine the amount of interest expense 

to be deducted from income tax, and that the difference between RUCO’s and 

the Company’s recommended levels of income tax expense is the result of the 

difference in each party’s recommended adjustments to rate base and changes 

to the weighted cost of debt as opposed to the method used to calculate the 

income tax figure. 
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