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October 11, 2011

1200 W. Washington
Phoenix, AZ 85007 S

RE: Arizona Public Service Company's 2010 Test Year Rate Case
Docket No. E-01345A-11-0224

On June 1, 2011, Arizona Public Service Company (“APS”) filed its General Rate Case
with the Arizona Corporation Commission. Upon review of the filing the following
updated replacements pages to Leland Snook’s Direct Testimony are attached: (1) a
revised Plan of Administration for the Efficiency and Infrastructure Account and its
Schedule 1 and 4 compliance report which corrects a typographical error in the header
and schedule references, respectively and (2) an updated Schedule 2 of the
Environmental and Reliability Account that corrects a schedule reference.

If you have any questions regarding this information, please contact Zachary Fryer at
(602)250-4167.

Sincerely,

ﬂhﬁy W. Johnso v

JJ/cd
Attachment

cc: Parties of Record
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this 11™ day of October, 2011 to:

Lyn Farmer

Chief Administrative Law Judge
Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ, 85007

Steve Olea

Utilities Division

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ, 85007

Janice Alward

Legal Division

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ, 85007

Daniel Pozefsky
Chief Counsel

RUCO

1110 W. Washington
Phoenix, AZ, 85007

C. Webb Crockett

Attorney for Freeport-McMoRan and
AECC

Fennemore Craig

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

Timothy Hogan

Attorney for Western Resource
Advocates

Arizona Center for Law in the Public
Interest

202 E. McDowell Road, Suite 153
Phoenix, AZ, 85004

David Berry

Western Resource Advocates
P.O. Box 1064

Scottsdale, AZ, 85252-1064

Barbara Wyllie-Pecora
14410 W. Gunsight Dr.
Sun City West, AZ, 85375

Michael A. Curtis

Attorneys for Town of Wickenburg and
Town of Gilbert

Curtis, Goodwin, Sullivan, Udall &
Schwab, P.L.C.

501 E Thomas Road

Phoenix, AZ, 85012-3205

William P, Sullivan

Attorneys for Town of Wickenburg and
Town of Gilbert

Curtis, Goodwin, Sullivan, Udall &
Schwab, P.L.C.

501 E Thomas Road

Phoenix, AZ, 85012-3205

Melissa A. Parham

Attorneys for Town of Wickenburg and
Town of Gilbert

Curtis, Goodwin, Sullivan, Udall &
Schwab, P.L.C.

501 E Thomas Road

Phoenix, AZ, 85012-3205

Jeff Schlegel

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

Kurt J. Boehm, Esq.

Attorneys for The Kroger Co.
BOEHM, KURTZ & LOWRY

36 East Seventh Street, Suite 1510
Cincinnati, OH, 45202

John William Moore, Jr.
Attorneys for The Kroger Co.
7321 North 16th Street
Phoenix, AZ, 85020

Stephen J. Baron

Consultant for The Kroger Co.

J. Kennedy & Associates

570 Colonial Park Drive, Suite 305
Roswell, GA, 30075
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Jeffrey W. Crockett

Attorney for Arizona Association of
Realtors

Brownstein Hyatt Farber Schreck LLP
One East Washington Street, Suite
2400

Phoenix, AZ, 85004

Michael W. Patten, Esq.

Attorneys for Tucson Electric Power
Company

Roshka DeWulf & Patten, PLC

One Arizona Center, 400 E. Van Buren
Street, Suite 800

Phoenix, AZ, 82004

Bradley S. Carroll, Esq.

Tucson Electric Power Company
One South Church Avenue, Suite UE
201

Tucson, AZ, 85701

Cynthia Zwick
1940 E. Luke Avenue
Phoenix, AZ, 85016

Michael M. Grant

Attorneys for Arizona Investment
Council

Gallagher & Kennedy, P.A.

2575 E. Camelback Road
Phoenix, AZ, 85016-9225

Gary Yaquinto

President & CEO

Arizona Investment Council

2100 N. Central Avenue, Suite 210
Phoenix, AZ, 85004

Karen S. White

Attorney for Federal Executive
Agencies

Air Force Utility Law Field Support
Center

AFLOA/JACL-ULFSC, 139 Barnes Drive
Tyndall AFB, FL, 32403

Greg Patterson

Attorney for Arizona Competitive
Power Alliance

Munger Chadwick

2398 E. Camelback Road, Suite 240
Phoenix, AZ, 85016

Nicholas J. Enoch

Attorney For IBEW 387, 640, 769
Lubin & Enoch, P.C.

349 North Fourth Ave.

Phoenix, AZ, 85003
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’| aps EFFICIENCY AND INFRASTRUCTURE ACCOUNT

Efficiency and Infrastructure Account (“EIA”)
Plan of Administration
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1. General Description

This document describes the plan of administration for the EIA mechanism approved for
Arizona Public Service Company (“APS” or “the Company”) by the Arizona Corporation
Commission (“ACC”) on [insert date] in Decision No. XXXXX. The EIA mechanism
provides for the recovery of all base rate costs except for fuel and transmission costs
associated with residential and commercial and industrial customers to the extent that the
actual costs recovered are greater or less than the amount initially authorized through base
rates in Decision No. XXXXX.

2. Definitions

Customers — The number of annual customers will be equivalent to the average number of
active meters for the calendar year.

Sales — Annual sales used for the EIA mechanism will be the calendar year billed kWh
per FERC Form 1 (i.e. not weather normalized).

Fixed Costs — Base rate costs, except for fuel and transmission costs and costs recorded to
FERC accounts 510, 512, 513, 521, 522, 528, 530, and 531, as established in the most
recent rate case cost of service.

Actual Fixed Cost Recovery — The amount of fixed costs actually collected by the utility
during the year. This amount is calculated by multiplying the Allowed Fixed Cost
Revenue per Customer Rate (per kWh) established in the most recent rate case by the
given year’s sales.

Allowed Fixed Cost Recovery — The amount of fixed costs that the utility should have
received during the year. This amount is determined by multiplying the average number
of customers served during the calendar year by the Allowed Fixed Cost Revenue per
Customer established in the most recent rate case.
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Allowed Fixed Cost Revenue Requirement — This amount is determined within a rate case
by subtracting fuel, transmission and other excluded costs from the overall total revenue
requirement on a customer class basis.

Allowed Fixed Cost Revenue per Customer — The Allowed Fixed Cost Revenue
Requirement is divided by the average number of customers within each class in the Test
Year to determine the appropriate annual Allowed Fixed Cost Revenue per Customer
amount, by class.

Allowed Fixed Cost Revenue per Customer Rate — The Allowed Fixed Cost Revenue per
Customer is stated on a dollar basis (see above) and is also stated in terms of a class
average Allowed Fixed Cost per Customer Rate on a per kWh basis. This is derived by
dividing the total Allowed Fixed Cost Revenue Requirement by the adjusted Test Year
sales on a class basis.

Annual EIA Adjustment — The difference between the Allowed Fixed Cost Recovery and
the Actual Fixed Cost Recovery represents the adjustment to be either recovered or
refunded in the mechanism in the subsequent twelve month period.

Total Company Revenues — The net amount annually recorded in FERC Form 1, in
accounts titled “Sales to Ultimate Customers” and ‘“Provision for Rate Refunds.”

3. Calculation of the EIA Adjustment

The EIA Adjustment Percentage will be calculated annually as follows:
To determine Allowed Fixed Cost Revenue per Customer Rate per Class:

Allowed Fixed Cost Revenue Requirement ($000) + Adjusted Test Years Sales
(MWh) = Allowed Fixed Cost Revenue per Customer Rate ($/kWh)

To determine Allowed Fixed Cost Recovery per Class:

# of Customers * Allowed Fixed Cost Revenue per Customer ($) / 1000
= Allowed Fixed Cost Recovery ($000)

To determine Actual Recovery of Fixed Costs per Class:

Actual Annual Sales (MWh) * Allowed Fixed Cost Revenue per Customer Rate
($/kWh) = Actual Fixed Cost Recovery ($000)
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To determine Annual EIA Adjustment, Sum All Classes:

Y (Allowed Fixed Cost Recovery ($000) - Actual Fixed Cost Recovery ($000))
‘ = Annual EIA Adjustment ($000)

To determine the EIA Annual Adjustment Percentage:

Annual EIA Adjustment ($000) / Total Company Revenues ($000)
= EIA Adjustment Percentage (%)

The EIA Adjustment Percentage (%) is the factor applied to applicable customers’ total
bill excluding sales tax, transaction privilege tax, regulatory assessments, and franchise
fees.

4. EIA Adjustment Annual Cap

APS will compare the Annual EIA Adjustment to the amount of Total Company
Revenues collected. If the Annual EIA Adjustment results in a surcharge and the annual
increase exceeds 3% of Total Company Revenues, any amount above the cap will be
deferred for collection until the next adjustment period (but not to exceed the cap in the
future). If, however, an over-collection occurs, the full amount shall be credited to
customers and shall not be subject to the cap. If a balance occurs, it will be tracked and
included in the annual compliance report. The one-year Nominal Treasury Constant
Maturities rate contained in the Federal Reserve Statistical Release H-15 will be applied
annually to any deferred balance.

5. Filing and Procedural Deadlines

APS will file the calculated Annual EIA Adjustment, including all supporting data, with
the Commission for the previous year on February 1% (please see “Compliance Report”
section for a description of the filed reports).

The Commission Staff and any interested parties shall have an opportunity to review the
February 1* filing and supporting data in the adjustor calculation. Unless the Commission
has otherwise acted by March 1%, the new EIA Adjustment Percentage proposed by APS
will go into effect with the first billing cycle in March and will remain in effect for the
following 12-month period.

Page 3 of 4




3

PLAN OF ADMINISTRATION
’| aps EFFICIENCY AND INFRASTRUCTURE ACCOUNT

6. Compliance Reports

APS will provide an annual report to Staff’s Compliance Section and the Residential
Utility Consumer Office detailing all calculations related to the EIA Adjustment
Percentage. The reports will include at minimum the following:

1.
2.
3.

RN A

The average number of APS customers;

The actual MWh sales by applicable customer classes;

The Allowed Fixed Cost Revenue per Customer ($) and the Allowed Fixed Cost
Revenue per Customer kWh rate (¢/kWh);

The Test Year Fixed Costs ($000);

The Actual Fixed Cost Recovery in the previous year ($000);

The Allowed Fixed Cost Recovery in the previous year ($000);

The Annual EIA Adjustment ($000); and

The EIA Adjustment Percentage (%) to be in effect for the following 12-month
period.

Attached is the compliance report that will be submitted annually.
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Schedule 2: Revenue Requirement and Adjustor Calculation
Plant in Service for Calendar Year 20XX
Sample Calculation

Line No. ERA Calculation
Qualified Plant
1. Environmental Improvement Projects {(Schedule 1, Line 4, Column F) S -
2. New Generation Capacity - Plant Construction (Schedule 1, Line 8, Column F) S -
3. New Generation Capacity - Plant Acquisition (Schedule 1, Line 12, Column F) S -
4, Existing Generation Plant - New Efficiency Projects (Schedule 1, Line 16, Column F) S -
S. Plant Balance - ERA Qualified Investments {Line 1 + Line 2 + Line 3 + Line 4) S -
Adjustment to Plant
6. Accumulated Depreciation S -
7. Cumulative Deferred Tax/Tax Credits S -
8. ERA Net Plant (Line 5 - Line 6 - Line 7) $ -
9. Pre-tax Weighted Average Cost of Capital 0.00%
Revenue Requirement
10. Composite Return on ERA Net Plant (Line 8 * Line 9) S -
11. Annual Depreciation of Plant In Service S -
12. Applicable Property Tax S -
13. Associated O&M Expense $ -
14, Total ERA Revenue Requirement (Line 10 + Line 11 + Line 12 + Line 13) S -
15. Total Company Revenues S -
16 ERA Adjustment Percentage (Line 14 / Line 15) 0.00%

Note: This information is confidential until APS's FERC Form 1 has been filed.
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