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EXECUTIVE SUMMARY

Arizona Public Service Company (“APS” or “Company”) is the largest Class A electric
utility and is principal operating subsidiary of Pinnacle West Capital Corporation. APS is
an electric utility serving approximately 1.1 million retail customers throughout the state of
Arizona. On November 22, 2010, APS filed with the Arizona Corporation Commission
(“Commission”) an application for authorization to purchase the generating assets from
Southern California Edison (“SCE”) at the Four Corners Power Plant. In addition, the
Company’s application requested an accounting order be authorized for the deferral of
certain costs associated with the acquisition. On April 24, 2012, by Decision No. 73130,
the Commission approved APS request to move forward with the purchase of SCE
generating assets and also approved the Company’s request for an accounting order
authorizing the deferral of certain costs.

On June 1, 2011, APS filed an application requesting an increase in rates and for a
determination and approval of a just and reasonable return. On May 24, 2012, by Decision
No. 73183, the Commission approved a Settlement Agreement reached by most of the
parties in the case. As part of the Settlement Agreement, the parties agreed to leave the
docket open until December 31, 2013, for APS to file a request to adjust its rates to reflect
the rate base and expense effects associated with the acquisition of SCE’s interest in Four
Corners Units 4 and 5, the retirement of Units 1, 2 and 3, as well as any cost deferral
authorized in the Commission’s Decision in the Four Corners Acquisition Docket.

On December 30, 2013, APS purchased SCE’s 48 percent share in Units 4 and 5 and now
request that the Commission approve a Four Corners rate rider to permit recovery of
$62.52 million annual revenue requirement. (On May 17, 2014, the Company provided
updated schedules and their request increased to $65.43 million) The revenue
requirement reflects the cost associated with APS’s acquisition of SCE’s share of Units 4
and 5, the retirement of Four Corners Units 1, 2 and 3, and for the deferred costs
authorized in Decision No. 73130.

While the Company is requesting $65.43 million in additional revenues RUCO in proposing
additional revenues of $49.20 million.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Direct Testimony of Robert B. Mease
Arizona Public Service Company
Docket No. E-01345A-11-0224

INTRODUCTION

Q.
A.

Please state your hame, position, employer and address.
My name is Robert Mease and I'm Chief of Accounting and Rates for the Residential
Utility Consumers Office. (“RUCO”) My business address in 1110 W. Washington

Street, Suite 220, Phoenix, AZ.

Please state your educational background and qualifications in the utility
regulation field.

Attachment 1, which is attached to this testimony, describes my educational
background, work experience and regulatory matters in which | have participated. In
summary, | joined RUCO in October of 2011. | graduated from Morris Harvey College in
Charleston, WV and attended Kanawha Valley School of Graduate Studies. | am a
Certified Public Accountant and currently licensed in the state of West Virginia. My
years of work experience include serving as Vice President and Controller of Energy
West, Inc. a public utility and energy company located in Great Falls, Montana. While
with Energy West | had responsibility for all utility filings and participated in several rate
case filings on behalf of the utility. As Energy West was a publicly traded company
listed on the NASDAQ Exchange | also had responsibility for all filings with the

Securities and Exchange Commission.

Please state the purpose of your testimony.
The purpose of my testimony is to present RUCO’s proposals and conclusions
regarding the “APPLICATION TO APPROVE FOUR CORNERS RATE RIDER,” as filed

by APS on December 30, 2013.
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Q.

Can you briefly discuss the history of this filing by APS and why the Company is
applying for an increase in its rates without a general rate case filing?

On November 22, 2010 APS filed an application for Commission authorization to
purchase the generating assets of Units 4 and 5 of the Four Corners plant owned by
Southern California Edison (“SCE”) in addition to the approval to close APS Four
Corners Units 1, 2 and 3. Also included in the application was APS’ request for an
accounting order authorizing the deferral of certain costs related to both the purchase of

Units 4 and 5 and the closure of Units 1, 2, and 3.

APS was also required to satisfy the conditions as outlined in Decision No. 67744 that
required APS to obtain Commission authorization before APS acquires any unit or
interest in a generating unit other than “the acquisition of temporary generation needed
for system reliability, distributed generation of less than fifty MW per location, renewable
resources, or the up-rating of APS generation” when the in-service date is prior to

January 1, 2015.

On April 24, 2012 Decision No. 73130 was issued by the Arizona Corporation
Commission approving both the purchase of the generating assets from SEC, the
closure of Units, 1, 2, and 3 and the accounting order authorizing the deferral of the
certain costs related to both the purchase and closure transactions. |t was also
determined during the course of the application review that APS had satisfied the

conditions as outlined in Decision No. 67744.
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ACCOUNTING ORDER

Q.

Before we go any further can you explain the purpose of the accounting order as
requested by APS?

The ACC Staff defines an accounting order as a “rate-making mechanism for use by
regulatory authorities that provides regulated utilities the ability to defer costs that would
otherwise be expensed using generally accepted accounting principles and provides for
alternative rate-making treatment of capital costs and other costs via the creation of

regulatory assets and liabilities.™

Did RUCO agree that an accounting order should be granted in this case?

RUCO agreed that the circumstances warranted a variation from the usual ratemaking
treatment of plant acquired between rate cases. RUCO disagreed with APS’ request to
earn a return on the deferred accounts, stating that it would be “simply guaranteeing the
Company a return rather than providing it with an opportunity to recover that return via

its operating efficiency.”

Was the accounting order requested by APS approved by the Commission
authorizing the deferral of certain cost(s)?

Yes. “Accordingly, we believe an accounting order is appropriate that allows deferral of
the non-fuel costs, except that we will include as “non-fuel costs” only the documented
debt cost of acquiring SCE’s interest in Units 4 and 5, and will not authorize any carrying

charges on any deferred costs."”

! Decision No. 73130 Page 35 Lines 10 - 14
2 Decision No. 73130, Page 37, Lines 7 thru 9
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Q.

Can you please define what “non-fuel costs” were identified in Decision No. 73130
that the Commission approved for deferral?

The “non-fuel costs” that are authorized for deferral include depreciation, amortization of
the acquisition adjustment, decommissioning costs, operations and maintenance costs,
property taxes, final coal reclamation costs, the documented debt costs of acquiring
SCE'’s interest in Units 4 and 5, and miscellaneous other costs. APS estimated that the
costs to wind down operations at Units 1 — 3 would be approximately $20 million and

would be incurred between the acquisition date of Units 4 and 5 through 2016.”

Did RUCO agree with APS that the proposed closure of Units 1 — 3 and the
purchase of Units 4 and 5 was for the benefit of ratepayers and should move
forward?

Yes. RUCO agreed that APS’ analyses showed that the APS transaction saves APS’
customers’ money and “has a lower bill impact than that of every likely alternative.
RUCO also agreed that APS’ proposed transaction significantly reduces carbon dioxide
and other pollutant emissions; “preserves the diversity of APS’ current generation
portfolio while tempering the Company’s exposure to volatile natural gas prices,” it
maintains the mix of reliable base load energy; and it “saves hundreds of jobs and

millions of dollars of revenue that are critical to the Navajo Nation and local economy.”

3 Decision No. 73130 Page 37 Footnote 122
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Q.

Did APS comply with Decision No. 73130 when submitting this application for
recovery of costs related to the purchase of Units 4 and 5?
No. The Company did not calculate its authorized return on cost deferral's in

accordance with Decision No. 73130. The decision specified that only the documented

debt cost of acquiring SCE’s interest in Units 4 and 5 would be approved, and will not

authorize any carrying charges on any deferred costs.”

Can you please explain how APS calculated its rate base and expense
adjustments when submitting this application?

In the Company'’s filing of this application APS prepared all supporting schedules and
calculated all rate base and expense adjustments resulting from the closure of Units 1, 2
and 3. The Company also prepared supporting schedules and identified specific
adjustments for the purchase of Units 4 and 5. The Company then offset the rate base
and expense amounts of Units 1, 2 and 3, that were closed in 2013, against the
acquired rate base and projected expenses of Units 4 and 5, going forward, and the net
adjustments were then used to increase the rate base that was approved in Decision

No. 73183.

4 Decision No. 73130, Page 37, Lines 7 thru 9
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Q.

After the Company made the offsetting rate base and expense adjustments what
was their next step in calculating the increase in revenues?

The Company then carried forward the net adjustm‘ents to Schedule EAB-4, Four
Corners Revenue Requirement Calculation, and completed the remaining line items to

reflect a bottom line increase in revenues of $65.42.

What did the Company use as a rate of return when calculating its final revenue
increase?

The Company calculated its revenue increase at 8.33 percent as was authorized in
Decision No. 73183. The authorized rate of return includes both an interest element as
well as a return on equity. From RUCQ’s understanding of Decision No. 73130 only the
documented debt cost of acquiring SCE’s interest in Units 4 and 5 would be allowed for
recovery and not the Company’s authorized rate of return which also includes a return

on equity.

What is the documented cost of debt for the purchase of Units 4 and 57
Per APS's latest filing of amended schedules the documented cost of debt was reduced

from 5.25 percent to 4.725 percent.

So is RUCO recommending a reduction in the calculation of a rate of return on the
deferral of costs related to the purchase of Units 4 and 5?
Yes. RUCO is proposing a reduction in rate of return of 3.61 percent (8.33 percent less

4.725 percent) resulting in a reduction in revenues of approximately $16.3 million.
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ACQUISITION ADJUSTMENT

Q.

Mr. Mease, did the Company request an “acquisition adjustment” in its request for
a change in rates resulting from this transaction?

Yes. An acquisition adjustment was requested in APS’s original filing seeking approval
to move forward with the acquisition on Units 4 and 5. The acquisition adjustment was
approved by the Commission in Decision No. 10-0327. The Company’s increase in rate
base of $225.9 million is primarily related to the acquisition premium that APS is

requesting.

Can you please provide a definition of an acquisition adjustment?

An acquisition adjustment is “The difference between the price an acquiring company
pays to purchase a target company and the net original cost of the target utility
company’s assets. An acquisition adjustment is the premium paid for acquiring a

company more than its tangible assets or book value.”

Does the Commission have a specific policy addressing an acquisition
adjustment when a utility company pays in excess of book value for another
utility’s assets?

There is no specific policy that I'm aware but there is a statement included in Staff's
Data Request No. 39.3 to APS that reads as follows, “Staff's understanding of the
general rule in Arizona is that the Commission does not permit recovery of an
acquisition adjustment arising from the sale of assets barring extraordinary

circumstances.”
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Q.

Also in Data Request No. 39.3 APS was ask to explain what extraordinary
circumstances exist that would justify the Commission’s recognition of an
acquisition adjustment in this case? What was APS response to this request?

APS responded as follows:

Decision No. 73130 (April 24, 2012) established the Four Corners acquisition
from SCE as an extraordinary circumstance that warranted both an exemption
from the “self-built” moratorium imposed by the Commission in Decision No
67744 (April 5, 2005) and the “best practices” for resource acquisition later
codified in the Commission’'s Resource Planning Rules. See A.A.C. R14-2-
702(B) (5).

The acquisition was also extraordinary in the level of customer benefit (over $400
million on a net present value basis), the ability to preserve APS’s customers’
existing benefits from the Company'’s pre-existing share of Four Corners 4 and 5,
and the significant environmental benefit (specifically cited in Decision No. 73130
at pages 8 — 11) from the closure of Units 1 — 3 by the end of 2013. None of
these benefits would have happened absent this transaction.

Mr. Mease, | have one more question related to Staff Data Request No. 39.3. Part
(b) of the request ask APS to please explain how this transaction would not likely
have occurred without the acquisition adjustment. What was APS response to
this request?

APS response to (b) as follows:

The transaction could never have occurred absent the agreement by APS to pay
a sufficient amount to compensate SCE for its exit of the facility prior to mid-2016.
SCE would not have agreed to a selling price that placed it in a worse economic
position than not selling, and even if SCE would have agreed to a contract that
was financially irresponsible, the sale would never have received the necessary
CPUC approval.

And neither APS nor any other rational utility would agree to pay nearly $300
million for a plant and then write off five sixths of that investment less than a year
later. The significant operational benefits from additional ownership of Four
Corners 4 and 5 justifying APS’ acquisition would all accrue to APS customers,
leaving APS shareholders with nothing to show for management’s good faith
efforts to benefit customers but a staggering write off.
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Q.

Based on the response by APS to part (b) of this request, does it appear that APS
was certain in its answer that they, APS, would get approval to include an
acquisition adjustment, otherwise, the purchase would not have occurred?

Yes. By their response above | believe it's safe to make that assumption. However, as
stated in the Conclusions of Law, Page 43, of Decision No. 73130, “IT IS FURTHER
ORDERED that Arizona Public Service Company is authorized to defer for possible later
recovery through rates, all non-fuel costs (as defined herein) of owning, operating, and
maintaining the acquired Southern California Edison interest in Four Corners Units 4
and 5 and associated facilities. Nothing in this Decision shall be construed in any way
to limit the Commission’s authority to review the entirety of the acquisition and to make
any disallowances thereof due to imprudence, errors or inappropriate application of the

requirements of this Decision.

Has anything come to your attention that would make you question APS’s belief
that the acquisition adjustment that they are requesting could be disallowed by
the Commission?

Yes. When reviewing Pinnacle West Capital Corporation Notes to Consolidated
Financial Statement, for the period ending December 31, 2013, page 100, discussing
the Four Corners transaction we noted the following, “While we expect the ACC to
approve the recovery of the acquisition adjustment, should recovery be disallowed, it will

be reclassified from plant-in-service to goodwill subject to impairment testing.”




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Direct Testimony of Robert B. Mease
Arizona Public Service Company
Docket No. E-01345A-11-0224

In addition, in Mr. Guldner's direct testimony in the original filing for the approval to
move forward with the purchase of Units 4 and 5, he states

‘And | guess it's my opinion that you clearly can argue about

how you measure the return component. And for example, in

the Palo Verde Unit 3 order, the return component that was

authorized in that case was a debt-only return. And | think

that's actually what the Company ask for was rather than have

the three components of debt, equity and the tax gross-up, in

that case the debt expense was deferred as the return

component. And so | think it’s fair to argue how you calculate

that return component.”
What is APS requesting as an acquisition adjustment in this application?
After making all the accounting entries related to the purchase of SCE’s interest in the
Four Corners generating facilities Units 4 and 5 the Company is requesting an

adjustment of $243.9 million.

Does RUCO believe that there are specific risks, either operational or financial,
associated with the purchase of Units 4 and 5?

Certainly there are risks involved in any business transaction of this magnitude but more
specifically the relevant environmental risks associated with the Company’s investment
in coal operated facilities. These risks are generally well known and were discussed at
length between the time the Company filed its application for the approval of the
transaction and the final Decision authorizing the Cofnpany to move forward. While the
purchase transaction as presented in the original application filed with, and agreed to,
by the Commission in Decision No. 73130 was authorized to move forward the inherent
risks remain the same or have compounded since the Company filed its original

application for authorization to move forward.

10
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Q.

Can you discuss several of the risks that you are referring to in you previous
answer?

Yes. As the Company stated in their response to RUCO Data Responses to Nos. 2.6
and 2.7, when asked. “Has APS identified and attempted to quantify potential risks from

further EPA rulings that may impact the economics of Four Corners?

Yes. As explained in their response RUCO DR 2.6, “The potential risks from
further EPA rulings were identified in APS’s 2014 Integrated Resource Plan
(“IRP”) — Chapter 3 & Section E. As further identified in their response to DR. 2.7
the Company responded as follows:

Uncertainty pertaining to regional haze requlations (BART) — APS has assumed
and included the installation costs of SCR controls in the analysis.

Uncertainty pertaining to National Ambient Air Quality Standard (NAAQS) —
Because the proposed ozone NAAQS were withdrawn by EPA and the agency
has yet to establish new NAAQS for ozone, it is difficult to estimate the impact, if
any, of new standards on the Four Corners evaluation.

Uncertainties pertaining to RCRA requlations — Proposed regulations include two
different scenarios — Subtitle C (hazardous) and Subtitle D (non-hazardous). For
the Four Corners evaluation and all other studies, APS has assumed EPA will
choose to regulate CCR under Subtitle D and has included cost estimates in the
analyses. The Subtitle C option was not evaluated because APS does not believe
CCRs to be hazardous waste, but APS estimates the CCR costs would be 20%
higher than Subtitle C.

Uncertainty pertaining to Greenhouse gas (GHG) - New source performance
standards (NSPS) regulations — APS has included in its analysis the potential for
carbon pricing in the form of three carbon price forecasts, see response to Staff
35.31 and 35.35

Uncertainty pertaining to Effluent limitation_guidelines (ELG) — Any revisions to
the ELG would impact the discharge limits at Four Corners which may be faced
with increased capital and O&M expenses to achieve and maintain compliance.
This risk was not evaluated because the EPA is not expected to have a final rule
until late 2015 and it is uncertain what, if any, impact will come from such
regulation.

11
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Q.

Do you believe that the Company shareholders should share in the risks
associated with the purchase of Units 4 and 57

Yes. Other than the general business risks that are associated with any merger or
acquisition, there are additional risks as identified above. The ratepayer should not
have to bear the burden of assuming all risks in this transaction. By the Commission’s
authorizing for recovery in rates only the documented debt cost of acquiring SCE’s
interest in Units 4 and 5, the Commission recognizes that there is an inherent risk that

should be shared between the ratepayer and Company shareholders.

Is RUCO recommending that APS recover its acquisition costs?

Yes. RUCO did not take exception to an acquisition adjustment in APS original filing
requesting Commission authorization to move forward with the purchase of Units 4 and
5 and has not changed its position in this filing. Decision No. 73130, shares the risk of
this transaction between the Company and ratepayers, so RUCO continues to support

the acquisition adjustment as was authorized in that decision.

Does RUCO believe that the Commission will be establishing a policy on
acquisition premiums based on its Decision No. 731307

RUCO’s position is that the Commission should approve the acquisition adjustment
because the transaction is in the public interest and without it there may not have be a
transaction. RUCO believes that in most cases an acquisition adjustment is unwarranted
and such a policy favoring a premium on its face value would provide little motivation for

a Company not to overpay. That is not an issue in this case.
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Direct Testimony of Robert B. Mease
Arizona Public Service Company
Docket No. E-01345A-11-0224

RUCO’S RECOMMENDATIONS

Q.
A.

Can you please summarize what RUCO is recommending in this application?

RUCO is proposing a reduction in revenue requirements as requested by APS from
$65.43 million to $49.20 million. The reduction of $16.23 million is due to APS’s
requesting a rate of return on rate base adjustments of 8.33 percent while RUCO is

proposing that the return on the adjusted rate base of 4.725 percent.

APS Requested Revenue Increase $ 65,436
RUCO’s Recommended Revenue Increase $ 49,198
RUCO’s Recommended Reduction in Revenues $ 16,238

(See Attachment 2)

RATE DESIGN

Q.

Has RUCO update the rate design schedules, as were filed by the Company,
based on its recommended increase in revenues?

Yes. See Attachment 3. Rates have been established using the same methodology as
requested by APS. The percentage increase is being applied as an equal percentage to
the base rate portion of customers’ bills as was agreed to in the Settlement Agreement.
The average monthly bill for APS residential customers will increase by approximately

$2.17, representing a 1.5 percent increase in their monthly billing. (See Attachment 3)

Mr. Mease, does this conclude your testimony?

Yes.

13




ATTACHMENT 1

ROBERT B. MEASE, CPA
Education and Professional Qualifications

EDUCATION

Bachelors Degree Business Administration / Accounting - Morris Harvey College.

Attended West Virginia School of Graduate Studies and studied Accounting and
Public Administration

Attended numerous courses and seminars for Continuing Professional
Educational purposes.

WORK EXPERIENCE

Controller
Knives of Alaska, Inc., Diamond Blade, LLC, and Alaska Expedition Company.

Financial Manager / CFO
All Saints Camp & Conference Center

Energy West, Inc.
Vice President, Controller

Led team that succeeded in obtaining a $1.5 million annual utility rate increase
Coached accountants for proper communication techniques with Public Service
Commission, supervised 9 professional accountants

Developed financial models used to negotiate an $18 million credit line
Responsible for monthly, quarterly and annual financial statements for internal
and external purposes, SEC filings on a quarterly and annual basis, quarterly
presentations to Board of Directors and shareholders during annual meetings,
coordinated annual audit

Communication with senior management team, supervised accounting staff and
resolved all accounting issues, reviewed expenditures related to capital projects
Monitored natural gas prices and worked with senior buyers to ensure optimal
price obtained

Junkermier, Clark, Campanella, Stevens
Consulting Staff

Established a consulting practice that generated approximately $160k the first
year of existence

Prepared business plan and projections for inclusion in clients financing
documents

Prepared written reports related to consulting engagements performed
Developed models used in financing documents and made available for other
personnel to use

Performed Profit Enhancement engagements
Participated during audit of large manufacturing client for two reporting years



Prior to 1999, held various positions: TMC Sales, Inc. as Vice President / Controller,
with American Agri-Technology Corporation as Vice President / CFO and with Union
Carbide Corporation as Accounting Manager. (Union Carbide was a multi-national
Fortune 500 Company that was purchased by Dow Chemical)

| PROFESSIONAL AFFILIATIONS
| Member - Institute of Management Accountants
Member - American Institute of CPA's
Member — Society of Utility and Regulatory Financial Analysts
Past Member —-WYV Society of CPA’s and Montana Society of CPA’s

RESUME OF RATE CASE AND REGULATORY PARTICIPATION WITH RUCO

Utility Company Docket No.
Arizona Water Company W-01445A-11-0310
(Eastern Group)
Pima Utility Company W-02199A-11-0329 et al.
Tucson Electric Power Company E-01933A-12-0291
Arizona Water Company W-01445A-12-0348
(Northern Group)
UNS Electric E-04204A-12-0504
Global Water W-01212A-12-03009 et al.
LPSCO SW-01428A-13-0042 et al.

Johnson Utilities WS-02987A-13-0477
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(ysenboy ejeq yers ul F1L0Z ‘L1 ABI U0 pas|AaY)
y-av3 wawyaeny se Auedwon Aq pannugng - 9jnpayssg JO 82In0g

|oev'so  s] [oev'so  $] [oer'se  §] I - s - s | - $ | (£1 UTX GL uT)ewaiNbay aNUSASY Ul 9sBA.I0U| Pajsanbay 61
99691 9959'L 99691 9969 9969} 9959'L J0J0B UOISIOAUOD BNUBASY SSOID) w”
005'6€ $ 00568 $ 005'6€ $ - - - Kousioyeq swoou Burteiad( pajsnipy w w

%¥8'G %05t %EE'S %826 %'y %EE8 wInjay Jo 8jey paiinbay M”

4
8rs'oey ¢ 8ys'o6y  $ 8vs'oey  $ gL'y $ gzl 8 Ly $ (g1 U1 x | u7) swoou| Bunesadg pasinbay ()

%.2€°G %yLy %992 %8.°S %Zh %EE8 (1 U/ 2 u7) uIMBY Jo Bjey BN omv
80 ISt 850 LSV 810 LSV TN 82.LiY 8zLLLY (g u7 - ¢ u7) swoou| Buessdo peisnipy w
1¥0'6Z L#0'6Z 1¥0'Ge ¥0'6Z LP0'Se IW0'se awoou) Bunesedp w peppaquig juswisnipy anjep Jle M

14
68090 ¢ 680’0y  $ 680'o/t $  (089'02) & 69296y ¢  69L9F ¢ 692967 $ (ss071) swoou Bugeiadp pajsnipy £
z
0g90'cec's ¢ /8176801 $ 206'988' vee'szz 9z1'Z91'8 §  €SZ'L290L $ 866°799'C $ aseg ajey paisnipy L
INIVA aNOY 1800 SINIWLISNray INIvVA aNOY 1S00 NOILdI¥OS3a ‘ON
divd oony IVYNIDIYO YWHO04 O¥d v ANVJNOD AVNIDIHO 3NN
oony oony ANVdJWOOD ANVdNOO

(9) (1) (3 (@ () (a) (v)
INTFWNIILLIS TYNDHO

(sJejjoq jo spuesnoy])
ANVdAINOD A9 QILLINGNS SY - TYNOLLJIASHING 22V
G3ISIATY - INTFNIHINDIY INNIATY
| abed 010 ‘L€ Joquiodeq papul Jes A 1sa
L-NgY 9Inpayods ¥#220-11-YS¥EL0-3 "ON 193000
uonesodio) 991A18S JlgNY BUOZUY



sisadedyiom O9onNY pue

SdV Aq papiroad sasuodsay ejeq wouy pasedaly - 9JNPaYIg JO 921N0g

2616y $ 9EY'S9 626'0S $ 809'29 $ 9EY'G9 $ 6€4°29 $
£25'8¢ £25'8¢ 8.8'6E 8/8'6E £25'8¢ 8/8°6€

086C 086°C G80'c 680’ 086°¢ G80'¢

ey e’y 661t 66v'y ove'y 667y

299'9 z99'9 968'9 9689 2999 9689

£ve'0lL £ve'0L 20201 202'01 ere0lL 20L°01

085z 0856 129 1292 085°C 129°C

102'9 102'9 6L'9 30 4] 102'9 6L¥'9

LP'S L's 109G 109'G LIP'S 109'g

Sl9'0L €16'9¢ 1S0'LL oeL'le £16'0Z 19822
%SeLY %9681 1 %SZLY %988 L1 %9G68°L1 %9881
GE6'622 6E6'622 188'€€T 188'€€T GE£6'G2Z /88'€ET
862'0v 862’0V oL’y 9LL'Ly 862°0Y oLL' Yy

689°0L 68901 GO0'LL G90°'LL 68901 G901
(162'68) (162'68) (156'26) (156'26) (162'68) (156'26)
{e96'ce) (e96°2¢) (ez1've) (eTi've) (c96°2e) (ezi've)
GT6'eve GZ6'eve 015252 01522 GT6'EVT oLg'zse
LL0'€S $ 111'€S 0/9'GS $ 0/9'6S $ L11°€S $ 04965 $

31vy 193a Iv1dvD 30 180D 31vy 1930 V1dvD 40 1S0D NolLOIasuNe ANVAWOD
OAV LOM OAV 1OM o0V aviol
NOLLDIaSIHNr 29V ANVJWOD V10l
() (@ (o) (a) (v)
(ssejjoQ jo spuesnoyy)
NOLLVANIWNOJ3Y S.00Nd - SINJWIUINDIY INNIATY 40 NOSIHVANOD

| obed

Z-Ngy npeyos

92

14

124

LINIWIYINDIY INNIATY TVLOL €C

[44

74

UOIOY palinboy uo Bujuolssiwwossqg 0z

UoIHOd palinbay uo uoneweoay |eod) [euly 6l
(sieaA Q1) @oueleg [eLBB(Q SIBUIOD INOS JO UOKEZILOWY 81
“[py uonISINbOY S19UI07) JNO JO UOIBZINOWY 1
asuadx3g uonerdaida(] [ejuswalou] 9l

saxe] Joyi0 % xe] Auadold jejuswiaiou) Gl
uoisinboy 0} pajejay asuadx3 PO |eJUBLIBIOU| vl
SINJWLSNrav ISNIdX3 el

Zl

(lpy 10108 UOISISAUOYD) "ASY YIM) SSBY SlEY UO UIN}ay 1L
ol

[endeg 01500 BAy pajyblap Xe[-aid Juswses 6

8

L

€ puUB Z ‘| SHIun SIS00) paslaja@ SIauios) Jno4H 9

Jue|d Alg|[IXny SJ8uJ0)) Jno4 [

(("er uonewe|oay [eon) uonisinboy siduI0) N0 ¥

("erq BuluoissIWWO2a() uoNISINbIY S18UI0Y INoH [

Juswisn(py uonIsinboy $48uI09) JNoH z

G pue ¢ sjiun uonisinbay siaui0n JIno4 L
SINIFWIHINOIY INNIATH SHIANJOD N0 OoN
aun

0L0Z ‘1€ JoquadaQ pspus JesA 1S9
¥220-1L-vSPEL0-3 "ON 18X00Q
uonelodio) a21A19g 2aNd BuOZUY



Attachment 3




Arizona Public Service Corporation
Docket No. E-01345A-11-0224

Test Year Ended December 31, 2010

Four Corners Rate Rider
Estimated Bill Impacts

Schedule RBM-3

Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Average - All Rates) Bills Bills Bill Bill Bill Bill
Average kWh per Month 1,100 1,100 1,337 1,337 863 863
Base Rates $ 123.90 §  123.90 $ 16107 $ 161.07 $ 86.72 $ 86.72
Four Corners Adjustment $ - $ 2.17 $ - $ 2.82 $ - $ 1.52
PSA - Forward Component $ 141§ 1.41 $ 171§ 1.71 $ 110 $ 1.10
PSA - Historical Component $ 031 § 0.31 $ 037 $ 0.37 $ 024 §$ 0.24
TCA $ 712§ 712 $ 865 $ 8.65 $ 558 § 5.58
RES $ 411 $ 4.1 $ 411 3 4.1 $ 411 $ 4.1
DSMAC $ 299 §$ 2,99 $ 363 $ 3.63 $ 234 % 2.34
LFCR $ 028 $ 0.29 $ 036 $ 0.37 $ 020 $ 0.20
TOTAL $ 14012 $  142.30 $ 17990 $ 182.73 $ 100.29 $ 101.81
Bill Impact $ 218 $ 2.83 $ 1.52
1.55% 1.57% 1.51%
Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Average - All Rates) Bills Bills Bill Bill Bill Bill
Average kWh per Month 691 691 780 780 602 602
Base Rates $ 8640 $ 86.40 $ 108.04 $ 108.04 $ 64.76 $ 64.76
Four Corners Adjustment $ - $ 1.51 $ - $ 1.89 $ - $ 1.13
PSA - Forward Component $ 089 § 0.89 $ 100 $ 1.00 $ 077 $ 0.77
PSA - Historical Component $ 020 $ 0.20 $ 022 $ 0.22 $ 017 $ 0.17
TCA $ 448 $ 448 $ 505 $ 5.05 $ 390 $ 3.90
RES $ 411 $ 411 $ 411 $ 4.11 $ 411 % 4.11
DSMAC $ 1.88 $ 1.88 $ 212§ 212 $ 164 $ 1.64
LFCR $ 020 § 0.20 $ 024 § 0.25 $ 015 $ 0.15
TOTAL $ 98.16 $ 99.67 $ 12078 $ 122.68 $ 7550 $ 76.63
Bill Impact $ 1.51 $ 1.90 $ 113
1.54% 1.57% 1.50%
Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Rates E-12, 0-20kW) Bills Bills Bill Bill Bill Bill
Average kWh per Month 1,430 1,430 1,575 1,575 1,285 1,285
Base Rates $ 20230 $ 20230 $ 23285 $ 23285 $ 171.75 § 171.75
Four Corners Adjustment $ - $ 3.54 $ - $ 4.08 $ - $ 3.01
PSA - Forward Component $ 183 §$ 1.83 $ 201 $ 2.01 $ 164 $ 1.64
PSA - Historical Component $ 040 $ 0.40 $ 044 3 0.44 $ 036 $ 0.36
TCA $ 358 $ 3.58 $ 394 $ 3.94 $ 322 $ 3.22
RES $ 1468 $ 14.68 $ 16.17 $ 16.17 $ 1319 $ 13.19
DSMAC $ 389 § 3.89 $ 428 $ 4.28 $ 349 $ 3.49
LFCR $ 045 § 0.46 $ 052 $ 0.53 $ 039 $ 0.39
TOTAL $ 22713 $ 230.68 $ 26021 $ 264.30 $ 194.04 $ 197.05
Bill Impact $ 3.55 $ 4.09 $ 3.01
1.56% 1.57% 1.55%
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Arizona Public Service Corporation

Docket No. E-01345A-11-0224 Schedule RBM-3

Four Corners Rate Rider

Test Year Ended December 31, 2010

Estimated Bill Impacts

Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Commercial (Rate E-32, >20 kW) Bills Bills Bill Bill Bill Bill
Average kWh per Month 62,238 62,238 68,381 68,381 56,094 56,094
Base Rates $ 597726 $ 5977.26 $ 704420 $ 7,044.20 $ 491031 $ 4,910.31
Four Corners Adjustment $ - $ 104.62 $ - $ 123.29 $ - $ 85.94
PSA - Forward Component $ 7948 $ 79.48 $ 8732 $ 87.32 $ 7163 $ 71.63
PSA - Historical Component $ 1743 §$ 17.43 $ 1915 §$ 19.15 $ 1571 $ 15.71
TCA $ 165.94 $ 165.94 $ 17769 $ 177.69 $ 15418 $ 154.18
RES $ 15249 $ 152.49 $ 15249 $ 152.49 $ 15249 $ 152.49
DSMAC $ 18952 $ 189.52 $ 20294 $ 202.94 $ 176.09 $ 176.09
LFCR $ 1316 $ 13.43 $ 15.37 % 15.68 $ 1096 § 11.18
TOTAL $ 659528 $ 6,700.17 $ 769916 $ 7,822.76 $ 549137 $ 557753
Bill Impact $ 104.89 $ 123.60 $ 86.16
1.59% 1.61% 1.57%
Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Commercial (Rate E-32 M) Bills Bills Bill Bill Bill Bill
Average kWh per Month 62,238 62,238 68,381 68,381 56,094 56,094
Base Rates $ 643149 $ 6,431.49 $ 740775 $ 7,407.75 $ 545522 $ 5,455.22
Four Corners Adjustment $ - $ 112.57 $ - $ 129.66 $ - $ 95.48
PSA - Forward Component $ 79.48 $ 79.48 $ 8732 $ 87.32 $ 7163 $ 71.63
PSA - Historical Component $ 1743 $ 17.43 $ 1915 § 19.15 $ 16.71 § 15.71
TCA $ 165.94 $ 165.94 $ 17769 $ 177.69 $ 15418 $ 154.18
RES $ 15249 $ 152.49 $ 15249 $ 162.49 $ 152.49 $§ 152.49
DSMAC $ 189.52 $ 189.52 $ 20294 $ 202.94 $ 176.09 $ 176.09
LFCR $ 1407 § 14.36 $ 16.09 § 16.42 $ 12.05 § 12.29
TOTAL $ 705042 $ 7,163.28 $ 806343 $ 819342 $ 6,037.37 $ 6,133.09
Bill Impact $ 112.86 $ 129.99 $ 95.72
1.60% 1.61% 1.59%
Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Rates E-12, 0-20kW) Bills Bills Bill Bill Bill Bill
Average kWh per Month 290,507 290,507 314,925 314,925 266,089 266,089
Base Rates $ 24,709.54 $ 24,709.54 $ 29,456.69 $ 29,456.69 $ 19,962.38 $ 19,962.38
Four Corners Adjustment $ - $ 432.48 $ - $ 515.57 $ - $ 349.39
PSA - Forward Component $ 37096 $ 370.96 $ 40216 $  402.16 $ 33980 $ 339.80
PSA - Historical Component $ 8134 $ 81.34 $ 88.18 $ 88.18 $ 7450 $ 74.50
TCA $ 60771 $ 607.71 $ 67434 $§ 674.34 $ 54108 $ 541.08
RES $ 15249 $ 152.49 $ 15249 $ 152.49 $ 15249 $ 152.49
DSMAC $ 69407 $ 694.07 $ 77016 $ 770.16 $ 61797 $§ 617.97
LFCR
TOTAL $ 26,616.11 $ 27,048.59 $ 31,544.02 $ 32,059.59 $ 21,688.22 § 22,037.61
Bill Impact $ 43248 $ 515.57 $ 349.39
1.62% 1.63% 1.61%

Page 2



Arizona Public Service Corporation
Docket No. E-01345A-11-0224
Test Year Ended December 31, 2010

Four Corners Rate Rider
Estimated Bill Impacts

Schedule RBM-3

Requested Requested Requested
Current Jul-14 Current Jul-14 Current Jul-14
Annual Annual
Average Average Summer Summer Winter Winter
Monthly Monthly Monthly Monthly Monthly Monthly
Industrial (Rate E34 / E35) Bills Bills Bill Bill Bill Bill
Average kWh per Month 3,581,412 3,581,412 3,729,201 3,729,201 3,433,622 3,433,622
Base Rates $ 249,12586 $ 249,125.86 $ 259,882.57 $ 259,882.57 $ 238,369.15 $ 238,369.15
Four Corners Adjustment $ - $ 4,360.36 $ - $ 454863 $ - $ 4172.09
PSA - Forward Component $ 457347 $ 4,573.47 $ 4,762.19 $ 4,762.19 $ 4,384.74 $ 4,384.74
PSA - Historical Component $ 1,00280 $ 1,002.80 $ 1,04418 $  1,044.18 $ 961.41 § 961.41
TCA $ 8,618.22 $ 8,618.22 $ 9,090.63 § 9,090.63 $ 8,145.81 $ 8,145.81
RES $ 3,335.00 $§ 3,335.00 $ 3,335.00 § 3,335.00 $ 3,335.00 $ 3,335.00
DSMAC $ 6,39598 § 6,395.98 $ 6,746.57 § 6,746.57 $ 6,045.38 $ 6,045.38
LFCR
TOTAL $ 273,051.33 § 277,411.69 $ 284,861.14 $ 289,409.77 $ 261,241.49 $ 265,413.58
Bill Impact $ 4,360.36 $ 4,548.63 $ 4,172.09
1.60% 1.60% 1.60%
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