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Attorneys for Arizona Public Service Company 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

GARY PIERCE, Chairman 
BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

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, 

DOCKET NO. E-O1345A-11-0224 

REQUEST FOR MODIFICATION 
OF THE COMPANY’S POWER 
SUPPLY ADJUSTMENT 
MECHANISM PLAN OF 
ADMINISTRATION 

Arizona Public Service Company (“APS” or “Company”) hereby requests 

modification to the Company’s Power Supply Adjustor (“PSA) Plan of Administration. 

Specifically, APS seeks to add Account 509 to the list of recoverable costs under the 

PSA Plan of Administration. Decision No. 73 183 (May 24, 20 12) expressly held the 

above docket open for the purpose of allowing APS to request an amendment of its PSA 

Plan of Administration “in order to reflect the inclusion of FERC Account 509 so as to 

permit [APS] to offset solely the cost of CO2 allowances needed for off-system sales to 

California against revenues received from such sales as recorded in FERC Account 

509.” Decision No. 73 183 at 47. 
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California has imposed a greenhouse gas cap and trade program. That program 

requires entities who sell energy into California to purchase C02  “allowances” from the 

California Resources Air Board, and remit those allowances to the California 

Independent System Operator (“CAISO”) in proportion to the energy sold beginning on 

January 1, 2013. For A P S ,  the cost of the allowance would be incurred solely for the 

purpose of and in conjunction with making an off-system sale into California, just like 

the fuel and purchased power costs that are currently recovered through the PSA. Under 

the Settlement Agreement and Decision No. 73 183, the Company’s off-system sales 

revenues are used to reduce the PSA balance, to the benefit of APS’s retail customers. 

Until recently, A P S  believed that the cost of the C02 allowance would be 

recovered through a FERC account already authorized for recovery through the PSA 

(Account 41 1 - Sales of Emission Allowances). However, FERC’s Chief Accountant 

provided A P S  with specific guidance that these allowances should instead be recorded in 

a special account, Account 509 - a FERC account not specified under APS’s existing 

PSA Plan of Administration. Thus, APS needs to amend its PSA Plan of Administration 

to reflect the inclusion of FERC account 509 and allow it to offset the cost of the COZ 

allowances needed to make off-system sales in California. 

If APS cannot offset the cost of C02 allowances against the gross revenues 

received from off-system sales into California, the Company would credit customers 

through the PSA based on a gross margin never actually realized. The Company would 

effectively lose money on every MWH sold into the CAISO, irrespective of price. See 

Attachment A for a simple example of this phenomenon. Although the intent of the 

proposed PSA is for A P S  customers to receive all the benefit of off-system sales, it was 

neither intended nor would it be reasonable to expect A P S  to absorb a loss on all such 

sales into California. APS would be forced to attempt to sell someplace else even though 

the net benefit to customers would be less. 

- 2 -  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

The stakes for A P S  customers are great and rising. Through May of this year, 

A P S  sales to the CAISO were just short of $6 million. Assuming this application is 

approved, the Company expects this upward trend of off-system sales into California to 

continue. After all, the California energy market is larger than the rest of the West 

combined, and the loss of APS’s  ability to profitably sell into that market would 

adversely impact all APS customers. 

So as to address this issue and enable A P S  to continue to make off-system sales 

into California for the full benefit of APS customers before the Company’s next rate 

case, A P S  asks that the modifications to the PSA Plan of Administration approved in 

this proceeding to include the addition of Account 509 to the list of those allowed for 

recovery through the PSA for the sole purpose of recovering the cost of C02 

allowances. A redlined version of the PSA Plan of Administration is provided in 

Attachment B. 

RESPECTFULLY SUBMITTED this 27th day of July, 2012. 

By: 

Thomas L. Mumaw 
Melissa M. Krueger 

Attorneys for Arizona Public Service Company 

ORIGINAL and thirteen (1 3kcopies 
of the foregoing filed this 27 day of 
July 20 12 with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washin ton Street 
Phoenix, Arizona 88 5007 

C0,PY of the foregoing maileddelivered this 
27 day of July, 201 1 to: 
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Lyn Farmer 
Chief Administrative Law Judge 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Janice Alward 
Legal Division 
Arizona Corporation Commission 
1200 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 

David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, AZ 85252- 1064 

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 

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 

Steve Olea 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Daniel Pozefsky 
Chief Counsel 
RUCO 
11 10 W. Washington 
Phoenix, AZ 85007 

Timothy Hogan 
Attorney for W A S B N A A S B O  
Arizona Center for Law in the Public 
Interest 
202 E. McDowell Road, Suite 153 
Phoenix, AZ 85004 

Barbara Wyllie-Pecora 
144 10 W. Gunsight Dr. 
Sun City West, A2  85375 

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 850 12-3205 

Stephen J. Baron 
Consultant for The Kroger Co. 
J. Kennedy & Associates 
570 Colonial Park Drive, Suite 305 
Roswell, GA 30075 

Kurt J. Boehm, Esq. 
Attorneys for The Kroger Co. 
BOEHM, KURTZ & LOWRY 
36 East Seventh Street, Suite 15 10 
Cincinnati, OH 45202 
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John William Moore, Jr. 
Attorneys for The Kroger Co. 
7321 North 16th Street 
Phoenix, AZ 85020 

Michael W. Patten, Esq. 
Attorneys for TEP 
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 20 I 
Tucson, AZ 85701 
Gary Yaquinto 
President & CEO 
Arizona Investment Council 
2 100 N. Central Avenue, Suite 2 10 
Phoenix, AZ 85004 

Greg Patterson 
Attorney for Arizona Competitive Power 
Alliance 
Munger Chadwick 
2398 E. Camelback Road, Suite 240 
Phoenix, AZ 850 16 

Craig A. Marks 
Attorney for AARP 
10645 N. Tatum Blvd. Ste. 200-676 
Phoenix, AZ 85028 

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

Jeffrey W. Crockett 
Attorney for Arizona Association of 
Realtors 
Brownstein Hyatt Farber Schreck LLP 
One East Washington Street, Suite 2400 
Phoenix, AZ 85004 

Michael M. Grant 
Attorneys for Arizona Investment Council 
Gallagher & Kennedy, P.A. 
2575 E. Camelback Road 
Phoenix, AZ 850 16-9225 

Cynthia Zwick 
1940 E. Luke Avenue 
Phoenix, AZ 85016 

Karen S. White 
Attorney for Federal Executive Agencies 
Air Force Utility Law Field Support Center 
AFLONJACL-ULFSC, 139 Barnes Drive 
Tyndall AFB, FL 32403 

Nicholas J. Enoch 
Attorney For IBEW 387,640,769 
Lubin & Enoch, P.C. 
349 North Fourth Ave. 
Phoenix, AZ 85003 

Jay I. Moyes 
Moyes Sellers & Hendricks 
1850 N. Central Ave., Suite 1 100 
Phoenix, AZ 85004 

Lawrence Robertson, Jr. 
Attorney for S WPGB owie/Noble 
Attorney At Law 
P.O. Box 1448 
Tubac, AZ 85646 
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Scott Wakefield 
Attorney for Walmart 
Ridenour, Hienton & Lewis, PLLC 
201 N. Central Ave. Suite 3300 
Phoenix, AZ 85004-1052 

Laura Sanchez 
NRDC 
5736 Valle Alegre NW 
Albuquerque, NM 87 120 

Steve Chriss 
Senior Manager, Energy Regulatory 
Analysis 
Walmart Stores 
201 1 S.E. 10th Street 
Bentonville, AR 72716-0550 

Amanda Ormond 
Southwest Representative 
Intenvest Energy Alliance 
7650 S .  McClintock Dr., Suite 103-282 
Tempe, AZ 85284 
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Law Offices of Douglas V. Fant 
3655 W. Anthem Way, Suite A-109, PMB 
41 1 
Anthem, AZ 85086 
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Power Supply Adjustment 
Plan of Administration 
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1. General Description 
This document describes the plan for administering the Power Supply Adjustment mechanism 
(“PSA”) approved for Arizona Public Service Company (“APS”) by the Commission on June 28, 
2007 in Decision No. 69663, amended by the Commission on December 30, 2009 in Decision 
No. 71448, and as further amended by the Commission on May 24,2012 in Decision No. 73183. 
The PSA provides for the recovery of fuel and purchased power costs, to the extent that actual 
fuel and purchased power costs deviate from the amount recovered through APS’ Base Cost of 
Fuel and Purchased Power ($0.03207 1 per kWh) authorized in Decision No. 73 183, from May 
24, 2012. It also provides for refund or recovery of the net margins from sales of emission 
allowances, to the extent the actual sales margins deviate from the base rate amount of 
($0.000001) per kWh’ and for recovery of mandated carbon emission allowance costs when it is 
economical to incur those costs in making short-term off-system sales. 

The PSA described in this Plan of Administration (“POA”) uses a forward-looking estimate of 
fuel and purchased power costs and margins on the sales of emission allowances (“PSA Costs”) 
to set a rate that is then reconciled to actual costs experienced. 

This PSA includes a limit of $0.004 per kilowatt-hour (kWh) on the amount the PSA rate may 
change in any one year absent express approval of the Commission. This PSA also provides a 
mechanism for mid-year rate adjustment in the event that conditions change sufficiently to cause 
extraordinarily high balances to accrue under application of this PSA. 

($0.000001) per kWh is the result of the following: (2010 net gains from sales of SO, allowances of $21,178)/(2010 
test year native load sales of 28,075,248 m ) / I  000. 

Effective Date 07/01/2012 
Page I 
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2. PSA Components 
The PSA Rate will consist of three components designed to provide for the recovery of actual, 
prudently incurred PSA Costs. Those components are: 

1. The Forward Component, which recovers or refunds differences between expected PSA 
Year (each February 1 through January 31 period shall constitute a PSA Year) PSA Costs 
and those embedded in base rates. 

2. The Historical Component, which tracks the differences between the PSA Year's actual 
fuel and purchased power costs and those recovered through the combination of base rates 
and the Forward Component, and which provides for their recovery during the next PSA 
Year. 

3. The Transition Component, which provides for: 
a. The opportunity to seek mid-year changes in the PSA rate in cases where variances 

between the anticipated recovery of fuel and purchased power costs for the PSA 
Year under the combination of base rates and the Forward Component become so 
large as to warrant recovery/refund, should the Commission deem such an 
adjustment to be appropriate. 

b. The tracking of balances resulting from the application of the Transition 
Components, in order to provide a basis for the rehnd or recovery of any such 
balances. 

Except for circumstances when the Commission approves new base rates, a PSA Year begins on 
February 1 and ends on the ensuing January 3 1. In the event that new base rates become effective 
on a date other than February 1, the Commission may, at its discretion, adjust any or all of the 
PSA components to reflect the new base rates. 

On or before September 30 of each year, APS will submit a PSA Rate filing, which shall include 
a calculation of the three components of the proposed PSA Rate. This filing shall be 
accompanied by such supporting information as Staff determines to be required. APS will 
supplement this filing with Historical Component and Transition Component filings on or before 
December 3 1 in order to replace estimated balances with actual balances, as explained below. 

a. Forward ComDonent DescriDtion 

The Forward Component is intended to refund or recover the difference between: (1) PSA Costs 
embedded in base rates and (2) the forecast PSA Costs over a PSA Year that begins on February 
1 and ends on the ensuing January 3 1. APS will submit, on or before September 30 of each year, 
a forecast for the upcoming calendar year (January 1 -December 3 1) of its PSA Costs. It will also 
submit a forecast of kWh sales for the same calendar year, and divide the forecast costs by the 
forecast sales to produce the cents/kWh unit rate required to collect those costs over those sales. 
The result of subtracting the Base PSA Costs from this unit rate shall be the Forward 
Component. 

APS shall maintain and report monthly the balances in a Forward Component Tracking Account, 
which will record APS' overhder-recovery of its actual PSA Costs aslcompared to the Base 

Effective Date 07/01/2012 
Page 2 
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PSA Costs recovered in revenue. The balance calculated as a result of these steps is then reduced 
by the current month’s collection of Forward Component revenue. This account will operate on a 
PSA Year basis (i-e.; February to January), and its balances will be used to administer this PSA’s 
Historical Component, which is described immediately below. 

b. Historical Component Description 

The Historical Component in any current PSA Year is intended to refund or recover the balances 
accumulated in the Forward Component Tracking Account (described above) and Historical 
Component Tracking Account (described below) during the immediately preceding PSA Year. 
The sum of the projected Forward Component Tracking Account balance on January 31 of the 
following calendar year and the projected Historical Component Tracking Account balance on 
January 31 of the following calendar year is divided by the forecast kWh sales used to set the 
Forward Component for the coming PSA Year. That result comprises the proposed Historical 
Component for the coming PSA year. 

APS shall maintain and report monthly the balances in a Historical Component Tracking 
Account, which will reflect monthly collections under the Historical Component and the 
amounts approved for use in calculating the Historical Component. 

Each annual September 30 APS filing will include an accumulation of Forward Component 
Tracking Account balances and Historical Component Tracking Account balances for the 
preceding February through August and an estimate of the balances for September through 
January (the remaining five months of the current PSA Year). The APS filing shall use these 
balances to calculate a preliminary Historical Component for the coming PSA Yea?. On or 
before December 3 1, APS will submit a supplemental filing that recalculates the preliminary 
Historical Component. This recalculation shall replace estimated monthly balances with those 
actual monthly balances that have become available since the September 30 filing. 

The September 30 filing’s use of estimated balances for September through January (with 
supporting workpapers) is required to allow the PSA review process to begin in a way that will 
support its completion and a Commission decision, if necessary, prior to February 1. The 
December 31 updating will allow for the use of the most current balance information available 
prior to the time when a Commission decision, if necessary, is expected. In addition to the 
December 31 update filing, APS monthly filings (for the months of September through 
December) of Forward Component Tracking Account balance information and Historical 
Component Tracking Account balance information will include a recalculation (replacing 
estimated balances with actual balances as they become known) of the projected Historical 
Component unit rate required for the next PSA Year.3 

The Historical Component Tracking Account will measure the changes each month in the 
Historical Component balance used to establish the current Historical Component as a result of 

* For example, the September 30, 2008 filing would include actual balances for February through August of 2008 
and estimated balances for September 2008 through January 2009. 

This updating to replace estimated with actual information will allow for the Commission to use the latest available 
balance information in determining what Historical Component is appropriate to establish for the coming PSA Year. 

Effective Date 07/01/2012 
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collections under the Historical Component in effect. It will subtract each month's Historical 
Component collections from the Historical Component balance. The Historical Component 
Account will also include Applicable Interest on any balances. APS shall file the amounts and 
supporting calculations and workpapers for this account each month. 

c. Transition Component Description 

The Transition Component will be used as the method for incorporating any future, approved 
mid-year changes to the PSA rate. APS or Staff may request at any timea change in the PSA rate 
through an adjustment to the Transition Component to address a significant imbalance between 
anticipated collections and costs for the PSA Year under the Forward Component element of this 
PSA. After the review of such request, the Commission may provide for the refund or collection 
of such balance (through a change to the Transition Component Balance) over such period as the 
Commission determines appropriate through a unit rate ($kWh) imposed as part of the 
Transition Component. The Commission on its own motion may also change the PSA rate as 
described above. 

Notwithstanding the preceding paragraph, APS may at any time during the PSA Year request to 
reduce the PSA through the Transition Component, which request shall become effective 
beginning with the first billing cycle of the month following the filing of such a request, 
provided APS files the request within the first 15 days of a month and Staff does not file 
opposition to the request. 

A Transition Component Tracking Account will measure the changes each month in the 
Transition Component balance. APS, Staff, or the Commission on its own motion may request 
that the balance in any Transition Component Tracking Account at the end of the period set for 
recovery be included in the establishment of the Transition Component for the coming PSA 
Year. 

The Transition Component Account will also include Applicable Interest as determined by the 
Commission. APS shall file the amounts and supporting calculations and workpapers for this 
account each month. 

As it must do for the Historical Component filing, APS shall file on or before September 30 of 
each year an accumulation of Transition Component Tracking Account balances for the 
preceding February through August and an estimate of the balances for September through 
January (the remaining five months of the prior PSA Year). Those balances will form the basis 
for setting the preliminary Transition Component for the coming PSA Year. On or before 
December 31, APS will submit a supplemental filing to update the Transition Component 
calculation in the same manner as required for the Historical Component. 

3. Calculation of the PSA Rate 
The PSA rate is the sum of the three components; ie., Forward Component, Historical 
Component, and Transition Component. The PSA rate shall be applied to customer bills. Unless 
the Commission has otherwise acted on a new PSA rate by February 1, the proposed PSA rate 

Effective Date 07/01/2012 
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(as amended by the updated December 3 1 filing) shall go into effect. However, the PSA rate may 
not change from the prior year’s PSA rate by more than plus or minus $0.004 per kWh without 
an offsetting change in the Base Cost of Fuel and Purchased Power. The PSA rate shall be 
applicable to APS’ retail electric rate schedules (with the exception of E-36 XL, AG-1, Direct 
Access service and any other rate that is exempt from the PSA) and is adjusted annually. The 
PSA Rate shall be applied to the customer’s bill as a monthly kWh charge that is the same for all 
customer classes. 

The PSA rate shall be reset on February 1 of each year, and shall be effective with the first 
February billing cycle unless suspended by the Commission. It is not prorated. 

4. Filing and Procedural Deadlines 
a SeDtember 30 Filing 

A P S  shall file the PSA rate with all Component calculations for the PSA year beginning on the 
next February 1, including all supporting data, with the Commission on or before September 30 
of each year. That calculation shall use a forecast of kWh sales and of PSA Costs for the coming 
calendar year, with all inputs and assumptions being the most current available for the Forward 
Component. The filing will also include the Historical Component calculation for the year 
beginning on the next February 1, with all supporting data. That calculation shall use the same 
forecast of sales used for the Forward Component calculation. The Transition Component filing 
shall also include a proposed method for addressing the over or under recovery of any Transition 
Component balances that result from changes in the sales forecasts or recovery periods set or any 
additions to or subtractions from Transition Component balances reviewed or approved by the 
Commission since the last February 1 resetting of the new PSA.4 

b. December 31 Filing 

APS shall by December 31 update the September 30 filing. This update shall replace estimated 
Forward Component Tracking Account balances, the Historical Component Tracking Account 
balances, and the Transition Component Tracking Account balances with actual balances and 
with more current estimates for those months (December and January) for which actual data are 
not available. Unless the Commission has otherwise acted on the APS calculation by February 
1, the PSA rate proposed by APS shall go into effect with the first February billing cycle.5 

c. Additional Filin~s 

APS shall also file with the Commission any additional information that the Staff determines it 
requires to verify the component calculations, account balances, and any other matter pertinent to 
the PSA. 

This method assumes that the Commission defers the recovery of any approved Transition Component Balance 
changes until the next February 1 PSA resetting. The Commission may also, as part of the approval of any such 
Transition Component Balance change, make a PSA change effective on dates and across periods as it determines to 
be appropriate when it approves such a Transition Component Balance change. 

No reference in this plan to effectiveness in the absence of Commission action shall be interpreted as precluding 
the normal application of the balance reconciliation provisions generally established for the PSA. 

Effective Date 07/01/2012 
Page 5 
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d. Review Process 

The Commission Staff and interested parties shall have an opportunity to review the September 
30 and December 31 forecast, balances, and supporting data on which the calculations of the 
three PSA components have been based. Any objections to the September 30 calculations shall 
be filed within 45 days of the APS filing. Any objections to the December 31 calculations shall 
be filed within 15 days of the APS filing. 

5. Verification and Audit 
The amounts charged through the PSA shall be subject to periodic audit to assure their 
completeness and accuracy and to assure that all fuel and purchased power costs were incurred 
reasonably and prudently. The Commission may, after notice and opportunity for hearing, make 
such adjustments to existing balances or to already recovered amounts as it finds necessary to 
correct any accounting or calculation errors or to address any costs found to be unreasonable or 
imprudent. Such adjustments, with appropriate interest, shall be recovered or refimded through 
the Transition Component. 

6. Definitions 
Applicable Interest - Interest is applied on the PSA balance annually at the following rates: any 
over-collection existing at the end of the PSA year will be credited an amount equal to interest at 
a rate equal to the Company’s authorized Return on Equity (“ROE”) or APS’s then-existing short 
term borrowing rate, whichever is greater, and will be refunded to customers over the following 
12 months; any under-collection existing at the end of the PSA Year will be debited an amount 
equal to interest at a rate equal to the Company’s authorized ROE or APS’s then-existing short 
term borrowing rate, whichever is less, and will be recovered fiom customers over the following 
12 months. 

Base Cost of Fuel and Purchased Power - An amount generally expressed as a rate per kwh, 
which reflects the fuel and purchased power cost embedded in the base rates as approved by the 
Commission in APS’s most recent rate case. The Base Cost of Fuel and Purchased Power 
recovered in base revenue is the approved rate per kwh times the applicable sales volumes. 
Decision No. 73 183 set the base cost at $0.0.03207 1 per kwh effective on July 1,2012. 

Base Net Margins on the Sale of Emission Allowances - An amount generally expressed as a rate 
per kwh, which reflects the net margins on sales of SO2 emission allowances embedded in the 
base rates as approved by the Commission in APS’s most recent rate case. The Base Net 
Margins on the Sale of Emission Allowances is set at ($0.000001) per kWh effective on July 1, 
2012. 

Base PSA Costs - A rate equal to the sum of Base Cost of Fuel and Purchased Power and the 
Base Net Margins on the Sale of Emission Allowances. 

Forward Component - An amount generally expressed as a rate per kwh charge that is updated 
annually on February 1 of each year and effective with the first billing cycle in February. The 

Effective Date 07/01/2012 
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Forward Component for the PSA Year will adjust for the difference between the forecast PSA 
Costs generally expressed as a rate per kwh less the Base PSA Costs generally expressed as a 
rate per kwh embedded in APS's base rates. The result of this calculation will equal the Forward 
Component, generally expressed as a rate per kwh. 

Forward Component Tracking Account - An account that records on a monthly basis APS's 
overhder-recovery of its actual PSA Costs as compared to the actual Base PSA Costs recovered 
in revenue and Forward Component revenue, plus Applicable Interest. The balance of this 
account as of the end of each PSA Year is, subject to periodic audit, reflected in the next 
Historical Component calculation. APS files the balances and supporting details underlying this 
Account with the Commission on a monthly basis. 

Historical Component - An amount generally expressed as a rate per kwh charge that is updated 
annually on February 1 of each year and effective with the first billing cycle in February unless 
suspended by the Commission. The purpose of this charge is to provide for a true-up mechanism 
to reconcile any over or under-recovered amounts from the preceding PSA Year tracking account 
balances to be rehdedcollected from customers in the coming year's PSA rate. 

Historical Component Tracking Account - An account that records on a monthly basis the 
account balance to be collected via the Historical Component rate as compared to the actual 
Historical Component revenues; plus Applicable Interest; The balance of which at the close of 
the preceding PSA Year is, subject to periodic audit, then reflected in the next Historical 
Component calculation. APS files the balances and supporting details underlying this Account 
with the Commission on a monthly basis. 

ISFSI - Costs associated with the Independent Spent Fuel Storage Installation that stores spent 
nuclear fbel. 

Mandated Carbon Emission Allowance Costs - The costs incurred in purchasing; allowances to 
meet legal requirements, beginning in 2013. that electricitv fiom resources which emit carbon 
must be accompanied by carbon emission allowances equal to the amount of carbon emitted in 
generating the electricity (recorded in FERC Account 509 - Allowances). 

Mark-to-Market Accounting - Recording the value of qualifying commodity contracts to reflect 
their current market value relative to their actual cost. 

Native Load - Native load includes customer load in the APS control area for which APS has a 
generation service obligation and PacifiCorp Supplemental Sales. 

Net Margins on the Sale of Emission Allowances - Revenues incurred from the sale of emission 
allowances net of the costs incurred to produce the excess allowances. 

Pacificom Supplemental Sales - The PacifiCorp Supplemental Sales agreement is a long-term 
contract from 1990 which requires APS to offer a certain amount of energy to PacifiCorp each 
year. It is a component of the set of agreements that led to the sale of Cholla Unit 4 to PacifiCorp 
and the establishment of the seasonal diversity exchange with PacifiCorp. 
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Preference Power - Power allocated to APS wholesale customers by federal power agencies such 
as the Western Area Power Administration. 

- PSA - The Power Supply Adjustment mechanism approved by the Commission in Decision No. 
69663, amended by the Commission in Decision No. 71448, and further amended by the 
Commission in Decision No. 73 183, which is a combination of three rate components that track 
changes in the cost of obtaining power supplies based upon forward-looking estimates of PSA 
Costs that are eventually reconciled to actual costs experienced. This PSA allows for special 
Commission consideration of extreme volatility in costs or recovery by means of a mid-year rate 
correction, and provides for a reconciliation between actual and estimated costs of the last two 
months of estimated costs used in Historical Component calculations. 

PSA Costs - The combination of System Book Fuel and Purchased Power Costs net of the 
System Book Off-System Sales Revenues as adjusted herein for Rate Schedule AG-1 plus the 
Net Margins on the Sales of Emission Allowances. 

PSA Year - A consecutive 12-month period generally beginning each February 1. 

Rate Schedule AG-1 - Experimental Alternative Generation Rate Schedule approved by the 
Commission in Decision No. 73 183. Resale of capacity and energy displaced by Rate Schedule 
AG-1 shall be excluded from the PSA on a pro-rata basis, by dividing the amount of monthly 
metered sales to AG-1 customers by the net monthly total of off-system sales and multiplying 
that result by total off-system sales margins. The portion of capacity and energy sales margins 
that is not the result of displacement from Rate Schedule AG-1 will continue to be a credit to the 
PSA. 

System Book Fuel and Purchased Power Costs - The costs recorded for the fuel and purchased 
power used by APS to serve both Native Load and off-system sales, less the costs associated 
with applicable special contracts, E-36 XL, AG-1, RCDAC-1, ISFSI, and Mark-to-Market 
Accounting adjustments. Wheeling costs are included; broker fees are included up to the level in 
the Base Cost of Fuel and Purchased Power authorized in Decision No. 73 183. 

System Book Off-System Sales Revenue - The revenue recorded from sales made to non-Native 
Load customers, for the purpose of optimizing the APS system, using APS-owned or contracted 
generation and purchased power, less Mark-to-Market Accounting adjustments. 

Traditional Sales-for-Resale - The portion of load from Native Load wholesale customers that is 
served by APS, excluding the load served with Preference Power. 

Transition Component - An amount generally expressed as a rate per kWh charge to be applied 
when necessary to provide for significant changes between estimated and actual costs under the 
Forward Component. 

Transition Component Tracking; Account - An account that records on a monthly basis the 
account balance to be collected via the Transition Component as compared to the actual 
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Transition Component revenues, plus applicable interest; the balance of which upon Commission 
consideration may then be reflected in the next Transition Component calculation. APS files the 
balances and supporting details underlying this Account with the Commission on a monthly 
basis. 

Wheeling Costs (FERC Account 565. Transmission of Electricity by Others) - Amounts payable 
to others for the transmission of APS's electricity over transmission facilities owned by others. 

7 .  Schedules 
Samples of the following schedules are attached to this Plan of Administration 

Schedule 1 
Schedule 2 
Schedule 3 
Schedule 4 
Schedule 5 
Schedule 6 
Schedule 7 

Power Supply Adjustment (PSA) Rate Calculation 
PSA Forward Component Rate Calculation 
PSA Year Forward Component Tracking Account 
PSA Historical Component Rate Calculation 
Historical Component Tracking Account 
PSA Transition Component Rate Calculation 
PSA Transition Tracking Account 

8. Compliance Reports 
APS shall provide monthly reports to Staffs Compliance Section and to the Residential Utility 
Consumer Office detailing all calculations related to the PSA. An APS Principal Officer, as 
listed in the Company's annual report filed with the Commission's Corporations Division, shall 
certify under oath that all information provided in the reports itemized below is true and accurate 
to the best of his or her information and belief. These monthly reports shall be due within 30 
days of the end of the reporting period. 

The publicly available reports will include at a minimum: 

1. The PSA Rate Calculation (Schedule 1); Forward Component, Historical Component, 
and Transition Component Calculations (Schedules 2, 4, and 6); Annual Forward 
Component, Historical Component, and Transition Component Tracking Account 
Balances (Schedules 3, 5, and 7). Additional information will provide other relative 
inputs and outputs such as: 

a. Total power and fuel costs. 
b. Margins on the sale of excess emission allowances. 
c. Off-system sales margins attributable to capacity freed up due to Rate Schedule 

d. Customer sales in both MWh and thousands of dollars by customer class. 
e. Number of customers by customer class. 
f. A detailed listing of all items excluded from the PSA calculations. 
g. A detailed listing of any adjustments to the adjustor reports. 
h. Total off-system sales revenues. 
i. System losses in MW and MWh. 

AG- 1. 
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2. Identification of a contact person and phone number from APS for questions. 

APS shall provide to Commission Staff monthly reports containing the information listed below. 
These reports shall be due within 30 days of the end of the reporting period. All of these 
additional reports will be provided confidentially. 

A. Information for each generating unit shall include the following items: 
1. Net generation, in MWh per month, and 12 months cumulatively. 
2. Average heat rate, both monthly and 12-month average. 
3. Equivalent forced-outage rate, both monthly and 12-month average. 
4. Outage information for each month including, but not limited to, event type, start date 

and time, end date and time, and a description. 
5. Total fuel costs per month. 
6.  The fuel cost per kWh per month. 

B. Information on power purchases shall include the following items per seller (information on 
economy interchange purchases may be aggregated): 

1. The quantity purchased in MWh. 
2. The demand purchased in MW to the extent specified in the contract. 
3. The total cost for demand to the extent specified in the contract. 
4. The total cost of energy. 

C. Information on off-system sales shall include the following items: 
1. An itemization of off-system sales margins per buyer. 
2. Details on negative off-system sales margins. 

D. Fuel purchase information shall include the following items: 
1. Natural gas interstate pipeline costs, itemized by pipeline and by individual cost 

components, such as reservation charge, usage, surcharges and fuel. 
2. Natural gas commodity costs, categorized by short-term purchases (one month or less) 

and longer term purchases, including price per therm, total cost, supply basin, and 
volume by contract. 

E. APS will also provide: 
1. Monthly projections for the next 12-month period showing estimated (Over)/under- 

collected amounts. 
2. A summary of unplanned outage costs by resource type. 
3. A summary of the net margins on the sale of emission allowances. 
4. The data necessary to arrive at the System and Off-System Book Fuel and Purchased 

Power cost reflected in the non-confidential filing. 
5. The data necessary to arrive at the Native Load Energy Sales MWh reflected in the non- 

confidential filing. 
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Work papers and other documents that contain proprietary or confidential information will be 
provided to the Commission Staff under an appropriate confidentiality agreement. APS will keep 
fuel and purchased power invoices and contracts available for Commission review. The 
Commission has the right to review the prudence of fuel and power purchases and any 
calculations associated with the PSA at any time. Any costs flowed through the PSA are subject 
to refund if those costs are found to be imprudently incurred. 

9. Allowable Costs 

a. Accounts 

The allowable PSA costs include fuel and purchased power costs incurred to provide service to 
retail customers. And, the prudent direct costs of contracts used for hedging system fuel and 
purchased power will be recovered under the PSA. Additionally, the net margins on the sale of 
emission allowances will also be refunded or recovered through the PSA. The allowable cost 
components include the following Federal Energy Regulatory Commission ("FERC") accounts: 

0 501 Fuel (Steam) 

0 547 Fuel (Other Production) 
0 555 Purchased Power 
0 

5 18 Fuel (Nuclear) less ISFSI regulatory amortization 

565 Wheeling (Transmission of Electricity by Others) 
41 1 O&M (Margins on the Sale of Emission Allowances) I -  0 509 Allowances 

Additionally, broker fees recorded in FERC account 557 are allowable up to the limit set in 
Decision No. 73 183. 

These accounts are subject to change if the Federal Energy Regulatory Commission alters its 
accounting requirements or definitions. 

b. Directlv Assignable Power Supplv Costs Excluded 

Decision No. 66567 provides APS the ability to recover reasonable and prudent costs associated 
with customers who have left APS standard offer service, including special contract rates, for a 
competitive generation supplier and then return to standard offer service. For administrative 
purposes, customers who were direct access customers since origination of service and request 
standard offer service would be considered to be returning customers. A direct assignment or 
special adjustment may be applied that recognizes the cost differential between the power 
purchases needed to accommodate the returning customer and the power supply cost component 
of the otherwise applicable standard offer service rate. This process is described in the Returning 
Customer Direct Access Charge rate schedule and associated Plan for Administration filed with 
the Commission. 

In addition, if APS purchases power under specific terms on behalf of a standard offer special 
contract customer, the costs of that power may be directly assigned. In both cases, where specific 
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~~ 

power supply costs are identified and directly assigned to a large returning customer or standard 
offer special contract customer or group of customers, these costs will be excluded fiom the 
Adjustor Rate calculations. Schedule E-36 XL, and AG-1 customers are directly assigned power 
supply costs based on the APS system incremental cost at the time the customer is consuming 
power from the APS system so their power supply costs and kwh usage are excluded from the 
PSA. 
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