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I. Introduction.

On January 15, 2016, Arizona Public Service Company (“APS” or “Company”) filed an
application for approval of an adjustment to its Lost Fixed Cost Recovery Mechanism (“LFCR”) as
provided in Decision No. 73183. The Energy Freedom Coalition of America (“EFCA”) filed a
Motion requesting that the Commission stay further processing of APS’s application until the
Arizona Supreme Court concludes its review of the issues raised in the RUCO case! now before it.
EFCA also requests that the Commission hold a hearing on the factual and legal issues identified in
its February 24, 2016 filing.

Staff opposes EFCA’s request for a stay of APS’s application. Unlike the SIB, the LFCR isa
rate design mechanism. Staff also believes that EFCA’s request for a hearing is unwarranted because
the alleged factual issues EFCA identifies seem more conducive to resolution through discovery than

a full blown evidentiary hearing. Arlzona Lormr“fo, SOminission
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1 See Residential Utility Consumer Office v. Arizona Corporation Commission, 238 Ariz. 8, 355 P.3d
610 (App. 2015), review granted February 9, 2016 (“RUCO”).
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II. Discussion.

The LFCR mechanism is a rate design mechanism developed to ensure that the Company
recovers a portion of its authorized fixed costs which it would otherwise not recover because of
certain Commission policies which have the effect of lowering kWh consumption by customers, ie.,
DG and EE. It does not implicate fair value considerations because it is a type of rate design
mechanism intended to assist in the recovery of a previously authorized revenue requirement. There
are also strict limits on the amount that is subject to the mechanism each year. The SIB, on the other
hand, is a step increase mechanism in which a Company can obtain rate recognition of a narrowly
defined category of replacement plant between rate cases in order to maintain adequate and reliable
service to existing customers. The fact that the LFCR is a rate design apparatus sets it apart and
outside of the RUCO case, in Staff’s opinion. Therefore, to stay further processing of APS’s
application is unwarranted.

In its motion, EFCA has also identified several factual issues which it claims are in dispute,
and in need of a hearing, including a) what documentation is required to justify approval of the LFCR
increase, b) is APS’s calculation used in support of its Application accurate, and ¢) how much money
has been collected to date under the LFCR. EFCA states that there may be other issues as well that
would be appropriate to explore in a hearing; but no additional factual issues have been identified to-
date.

Staff believes that the alleged factual issues raised by EFCA are conducive to resolution
through means other than a full blown evidentiary hearing. It would be helpful to Staff for EFCA to
respond to these comments and demonstrate why a hearing is necessary on the factual issues raised as
opposed to further discovery.? Staff does not oppose a procedural conference to discuss the EFCA’s
alleged factual issues, but believes the ALJ would have a better basis for a decision if EFCA first

used other means available to resolve its issues, if it has not, including discovery and then presented

2 Staff has submitted a data request to the Company regarding this matter.
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its case to the ALJ. A response by EFCA to Staff’s comments would be helpful to Staff in making

any further recommendations on EFCA’s requests.
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