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As stated in APS's response to the Notice of Inquiry filed on March 26, 2010 and in the
proceeding workshops, APS supports a fixed cost revenue per customer decoupling mechanism
as a means to balance the important benefits that energy efficiency provides with the Company's
ability to collect its fixed costs of service. To that end, in the 10-year historical analysis, APS
modeled what decoupling adjustments would have occurred if a fixed cost revenue per customer
mechanism had been in effect. Attached as Attachment A is a summary of the results and the
supporting detailed calculations.

Leland R. Snook
Director
Rates and Pricing

This letter responds to your request from the Decoupling Workshop on April 16"' and
May 3rd that Arizona Public Service Company ("APS" or the "Company") provide the
Commission with a hypothetical analysis if a decoupling mechanism would have been in effect
for the last 10-years. You additionally asked to have the analysis run using both actual sales and
weather normalized sales and if a hypothetical 3% annual cap was used.

Kristin K. Mayes, Chairman
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

May 20, 2010

RE:

In summary, over the last 10-years, APS experienced, on average, an increase in the
usage per customer, as home sizes and energy consumption increased. Only in the later years of
the analysis did the average use per customer decline, which is primarily attributed to energy
efficiency and the current economic downturn. The analysis correctly reflected the differences in
usage per customer in the decoupling adjustment, such that when the annual usage per customer
increased, APS refunded money to customers, and conversely when the annual average usage per
customer decreased, a small surcharge was passed on to customers.

In the historical analysis, APS experienced only moderate annual increases and decreases
of approximately 1.5% in either direction to customer's bills under decoupled rates when using
both actual and weather normalized sales. In further comparing actual versus weather normalized
sales, only a modest difference resulted in the overall fixed cost recovery. Using weather
normalized sales produced $14.8 million of additional fixed cost recovery over actual sales - this
would have only amounted to an additional increase of 0.07% to customers over that 10-year
period.

The historical 10-year decoupling analysis sheds light on the small effect decoupling
would have on customers, while having a large impact on the Company's ability to collect the
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Kristin K. Mayes, Chairman
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Page 2 of 2

authorized fixed costs associated with sewing these customers.  Additionally,  it  can also be
gleaned from the analysis that even with a moderate decoupling surcharge, customers could more
than offset that increase by taking advantage of the various energy efficiency programs offered
by APS.

If you have any questions regarding this report please call me at 602-250-3730.

Sincerely,

4Q »4 SC

Leland Snook

LS/sl

cc: Docket Control
Steve Olea
Janice Alward
Rebecca Wilder
Lyn Farmer
Terri Ford
Barbara Keene
Ernest Johnson
Robert Gray
Parties of record
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this 20'*' day of May, 2010,
COPY of the foregoing delivered/mailed

to:

Lawrence V. Robertson, Jr.
P.O. Box 1488
Tubae, AZ 85646

Janice Alward
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007Tim Hogan

Arizona Center for Law in the Public
Interest
202 East McDowell Road, Suite 153
Phoenix, AZ 85004

Steve Oleo
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007C. Webb Crockett

Patrick J. Black
Fennemore Craig
3003 North Central, Suite 2600
Phoenix, AZ 85012-2913

Michael Kurtz
Kurt J. Boehm
BOEHM, KURTZ & LOWRY
36 E. Seventh Street, Suite 2110
Cincinnati, OH 45202Jodi Jericho

Daniel Pozefsky
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007

Creden Huber
Sulfur Springs Valley Electric Cooperative,
Inc
P.O. Box 820
Wilcox, AZ 82311Michael A. Curtis

William P. Sullivan
Larry K. Udall
Curtis, Goodwin, Sullivan, Udall & Schwab, PLC
501 E. Thomas Road
Phoenix, AZ 85012-3205

Ladel Laub
Dixie-Escalante Rural Electric Association,
Inc
71 East Highway 56
Beryl, UT 84714-5197

Jay I Mayes
Karen Nolly
Mayes Storey LTD
1850 N. Central Ave, Suite 1100
Phoenix, AZ 85004

Carl Albrecht
Garkane Energy Cooperative, Inc
P.O. Box 465
Loa, UT 84747

Gary Yaquinto
President & CEO
Arizona Utility Investors Association
2100 N. Central Avenue, Suite 210
Phoenix, AZ 85004

Jeffrey Woner
K.R. Saline & Associates, PLC
160 N. Pasadena, Suite 101
Mesa, AZ 85201

Michael M. Grant
Gallagher & Kennedy, P.A.
2575 East Camelback Road
Phoenix, AZ 85016
Attorneys for AIC

Richard Adkerson
Ajo Improvement Company
P.O. Drawer 9
Ago, AZ 85321

Lyn A. Farmer
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Jack Shilling
Duncan Valley Electric Cooperative's Gas
Division
P.O. BOX 440
Duncan, AZ 85534-0440
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Dennis True
Morena Water and Electric Company
P.O. Box 68
Morena, AZ 85540

Randy Sable
Southwest Gas Corporation
MS LVB-105
5241 Spring Mountain Road
Las Vegas,NV 89150

Douglas Mann
Semstream Arizona Propane, LLC
200 W. Longhorn
Payson, AZ 85541

Justin Brown
Southwest Gas Corporation
MS LVA-120
5241 Spring Mountain Road
Las Vegas,NV 89150Russ Barney

Graham County Utilities, Inc
P.O. Drawer B
Pima, AZ 85543

Brooks Corydon
Southwest Gas Corporation
MS LVB-100
5241 Spring Mountain Road
Las Vegas, NV 89150

Gray Grim
Arizona Electric Power Cooperative, Inc
P.O. Box 670
Benson, AZ 85602 Laura Sanchez

NRDC
1500 Lomas Blvd. NW, Suite B
Albuquerque, NM 87104

Caroline Gardiner
Trico Electric Cooperative, Inc
P.O. Box 930
Marina, AZ 85653 John Wallace

GCSECA
120 North 44th Street, Suite 100
Phoenix, AZ 85034

Paul O'Dair
Navopache Electric Cooperative Inc
1878 W. White Mtn Blvd
Lakeside, AZ 85929 Jeff Schlegel

SWEEP
1167 W. Samalayuca Drive
Tucson, AZ 85704

Scott Carty
The Hopi Tribe
P.O. Box 123
Kykotsmovi, AZ 86039 Mona Tierney-Loyd

EnerNOC, Inc.
P.O. Box 378
Cayucos, CA 93430

Marcus Middleton
Copper Market, Inc.
P.O. Box 245
Bagdad, AZ 86321 Michael W. Patten

ROSHKA, DeWULF, & PATTEN PLLC
One AZ Center
400 E. Van Buren, Suite 800
Phoenix, AZ 85012

Paul Griff es
Mohave Electric Cooperative, Inc
P.O. Box 1045
Bullhead City, AZ 86430

Michael Fletcher
Columbus Electric Cooperative, Inc
P.O. Box 63 l
Deming, New Mexico 8803 l

Raymond Heyman
Unisource Energy
One S. Church, Suite 200
Tucson, AZ 85701

David Couture
UNS Electric, Inc
P.O. BOX 711
MS UE201
Tucson, AZ 85702

David Berry
Western Resources
P.O. BOX 1064
Scottsdale, AZ 85252-1064
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