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Executive Assistant SEP 1¢ 1999
Arizona Corporation Commission s
1200 W. Washington KETED By

Phoenix, Arizona 85007

Dear Mr. Black:

On September 13, 1999 you requested information from the Staff regarding the financial
savings consumers will receive if the Commission approves such settlement. The specific
requests were as follows:

1). The proposed combined 7.5% rate reduction for Standard Offer residential
consumers, which is scheduled to be completed by July 1, 2003; in terms of estimated dollar
savings, a) how much does each yearly 1.5% reduction represent in annual residential savings,
and b) what is the estimated total savings for the entire 7.5%?

Answer: If you assume that no customers leave the Standard Offer service and project growth in
the APS service territory at 2% per year, a) the yearly 1.5% reduction represents annual
residential savings of approximately $11,496,000 in 1999, or about a $16.83 annual reduction for
the average residential customer using 1000 kilowatt hours (kWh) of energy. The estimated
annual savings in subsequent periods are approximately $11,550,000 in 2000, $11,604,000 in
2001, $11,659,000 in 2002 and $11,713,000 in 2003. B) The total for the 7.5% reductions with
the aforementioned assumptions approximates $58 million for the residential class.

2). The proposed settlement indicates that the 1.5% rate reduction scheduled for July 1,
1999 includes a rate reduction already required by Decision No. 59601. What portion of the July
1, 1999, rate reduction is actually already required by Decision No. 59601 (in percentage terms),
and has APS complied with the ordered reduction to date?

Answer: APS' rate reduction filing made on May 21, 1999 indicates a rate reduction of
.68%, or approximately $5,196,000 for the residential class. The equates to an approximate
annual savings of $7.60 for the average residential customer using 1000 kWh of energy. In its
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filing, APS requested that the rate reduction be considered for approval by the Commission in
conjunction with the 1999 Settlement Agreement dated May 17, 1999.

The above-calculations are merely estimates and should not be construed to be actual
revenue reductions since they are based upon projections as well as many other assumptions. I
am attaching a spreadsheet that details my very rough calculations. If residential customers elect
to receive generation services from an alternate supplier, these estimates will be reduced. If you
have questions, I would be happy to try to answer them.

Sincerely yours

Sheryl Hubbard ﬂw
Chief, Accounting and Rates

SLH:mi
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