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BEFORE THE ARIZONA CORPORATION COMMISSION

DOUG LITTLE
Chairman
BOB STUMP
Commissioner
BOB BURNS
Comtnissioner
TOM FORESE
Commissioner
ANDY TOBIN
Commissioner

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.

APPLICATION FOR THE APPROVAL OF
THE COMPANY’S PLAN OF
ADMINISTRATION FOR THE AG-1
DEFFERAL APPROVED IN DECISION
NO. 75322

Open Meeting
September 7 and 8, 2016
Phoenix, Atizona

BY THE COMMISSION:

DOCKET NO. E-01345A-11-0224
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FINDINGS OF FACT

1. Arizona Public Setvice Company (“APS” or “Company”) is certificated to provide

electric setvice as a public setvice corporation in the State of Arizona.

2. On December 23, 2015, APS filed for Commission approval, in compliance with

Decision No. 75322, its Plan of Administration (“POA”) for the AG-1 Deferral approved in the

aforementioned Decision.
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Background

3. On May 24, 2012, the Commission approved a Settlement Agreement in Decision No.
73183 which, among other provisions, includes an Experimental Rate Rider, Schedule AG-1 (“AG-
1”). AG-1 is a buy-through rate for select industrial and large commercial customers intended to have
features of a competitive-type rate. The program was capped at 200 megawatts, with participants
subsequently chosen through a lottery process. The lottery was made available to applicants with an
aggregated load of 10 megawatts or more. Thirteen applicants participated in the lottery and eight
were chosen to be on the Rate.

4. The eight participants who are currently taking service under AG-1 are: Walmart,
Honeywell, Safeway, Home Depot, City of Phoenix, Marriott, Freeport McMoRan, and Kroger
(collectively the “AG-1 Customets™).

5. Under the terms of the Settlement Agreement, Schedule AG-1 would have expired on
July 1, 2016, unless extended by the Commission. On November 20, 2014, a subsection of the AG-1
participants filed with the Commission a Joint Motion to Extend Experimental Rate Rider Schedule
AG-1. This motion concluded with Commission Decision No. 75322, in which the Commission
otdered that Schedule AG-1 be continued for existing AG-1 customers until rates become effective in
APS’s next general rate case. Further, the Commission ordered that APS shall be permitted to defer
fot possible future recovery 90 percent of the first $10,000,000 and 100 percent of any amount above
$10,000,000 in unmitigated unrecovered costs associated with the AG-1 customers after June 30,
2016, until new rates become effective.

6. As a compliance item in Decision No. 75322, APS was ordered to file an AG-1 Plan of
Administration for Commission approval, within 30 days of the effective date of the Commission
Decision to extend the AG-1 rate. The Plan of Administration sets forth the proposed calculation
method of unmitigated unrecovered costs to be used in the deferral.

Analysis

7. Staff has reviewed the proposed Plan of Administration for the AG-1 deferral and
found that it complies with the ordering language outlined in Decision No. 75322. Attached as
Exhibit 1 is Staff’s revised Plan of Administration that addresses some grammatical changes as well as
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the inclusion of Section 5 which addresses documentation to be maintained in support of the deferral
calculation.

8. The Company has indicated to Staff that it supports Staff’s changes to the original
POA filed on December 23, 2015.
Recommendations

9. Staff has recommended that the AG-1 Plan of Administration, attached as Exhibit 1,
be approved as discussed herein.

CONCLUSIONS OF LAW

1. Arizona Public Service Company is an Arizona public service corporation within the
meaning of Article XV, Section 2, of the Arizona Constitution.

2. The Commission has jurisdiction over Atrizona Public Service Company and over the
subject matter of the application.

3. The Commission, having reviewed the application and Staff’s Memorandum dated
August 18, 2016, concludes that it is in the public intetest to approve the AG-1 Plan of

Administration attached as Exhibit 1, as discussed herein.
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ORDER
IT IS THEREFORE ORDERED that Arizona Public Service Company’s AG-1 Plan of
Administration, attached as Exhibit 1, is approved as discussed herein.
IT IS FURTHER ORDERED that Arizona Public Service Company file, as a compliance
item in this docket, an updated AG-1 Plan of Administration consistent with the Decision in this case
within 15 days of the effective date of the Decision.

IT IS FURTHER ORDERED that this Order shall become effective immediately.

EH? O R OF THE ARIZONA CORPORATION COMMISSIQ

" CHAIRMAN LITT WMISSIONER STUAMP

s LLNTE—JHD

ISS}ONER FORESE COMMISSIONER TOBIN '(/)OMMISSIONER BURNS

/

IN WITNESS WHEREOF, 1, JODI JERICH, Executive
Director of the Arizona Cotporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of

Phoenix, this _|] 3% day ofw , 2016.

e,

JODI JERICH
XECUATVE PIRECTO

DISSENT:

DISSENT:

TMB:EMV:red/MAS
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SERVICE LIST FOR: Arizona Public Service Company
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Karen White

AFLOA/JACL-ULT

139 Barnes Drive, Suite 1

Tyndall Air Force Base Florida 32403

Samuel T. Miller

USAF UTILITY LAW FIELD SUPPORT
CENTER

139 Barnes Ave., Ste. 1

Tyndall AFB Florida 32403

Jody M. Kyler

BOEHM, KURTZ & LOWRY
36 East 7th Street, Ste. 1510
Cincinnati Ohio 45202

Kutt Boehm

BOEHM, KURTZ & LOWRY
36 E. Seventh St. Suite 1510
Cincinnati Ohio 45202

Steve W. Chriss
WAL-MART STORES, INC.
2011 S.E. 10th Street
Bentonville Arkansas 72716

Timothy M. Hogan

ARIZONA CENTER FOR LAW IN THE
PUBLIC INTERST

514 W. Roosevelt St.

Phoenix Atrizona 85003

Nicholas J. Enoch
LUBIN & ENOCH, PC
349 N. Fourth Ave.
Phoenix Arizona 85003

Jay I. Moyes

MOYES SELLERS & HENDRICKS, LTD
1850 N. Central Ave. - 1100

Phoenix Arizona 85004

Gary Yaquinto

ARIZONA INVESTMENT COUNCIL
2100 North Central Avenue, Suite 210
Phoenix Atizona 85004

Michael Patten

SNELL & WILMER, LLP
One Artizona Center

400 East Van Buren Street
Phoenix Arizona 85004

Scott S. Wakefield

RIDENOUR, HIENTON & LEWIS, P.L.L.C
201 N. Central Ave., Suite 3300

Phoenix Arizona 85004-1052

Thomas Broderick

Arizona Corporation Commission
1200 W. Washington St.

Phoenix Arizona 85007

Janice Alward

Atrizona Corporation Commission
1200 W. Washington

Phoenix Arizona 85007

Daniel Pozefsky

RUCO

1110 West Washington, Suite 220
Phoenix Arizona 85007

Dwight Nodes

Arizona Corporation Commission
1200 W. Washington

Phoenix Arizona 85007-2927
HearingDivision@azcc.gov
Consented to Setvice by Email

William P. Sullivan

LAW OFFICES OF WILLIAM P.
SULLIVAN, P.L.L.C.

501 East Thomas Road

Phoenix Arizona 85012
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Meghan H. Grabel

OSBORN MALADON, PA

2929 N. Central Avenue Suite 2100
Phoenix Arizona 85012

Michael A Curtis

MICHAEL A. CURTIS, PLLC
148 N. COUNTRY CLUB DR.
PHOENIX Arizona 85014

Jetfrey Crockett

CROCKETT LAW GROUP, PLLC
2198 E. Camelback Rd., Suite 305
Phoenix Atizona 85016

Greg Patterson

MUNGER CHADWICK
2398 E. Camelback Rd.- 240
Phoenix Arizona 85016

C. Webb Crockett
FENNEMORE CRAIG, PC
2394 E. Camelback Rd, Ste 600
Phoenix Arizona 85016

Robert J. Metli

MUNGER CHADWICK, PLC
2398 E. Camelback Rd., Ste. 240
Phoenix Arizona 85016

Cynthia Zwick
1940 E. Luke Avenue
Phoenix Arizona 85016

Jennifer A. Cranston
GALLAGHER & KENNEDY, P.A
2575 E. Camelback Rd.

Suite 1100

Phoenix Anizona 85016-9225

John William Moore, Jr.

MOORE BENHAM & BEAVER, PLC
7321 N. 16th Street

Phoenix Arizona 85020
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Craig A. Marks

CRAIG A. MARKS, PLC
10645 N. Tatum Blvd.
Suite 200-676

Phoenix Arizona 85028

Thomas A Loquvam
PINNACLE WEST CAPITAL
CORPORATION

P.O. Box 53999, MS 8695
Phoenix Arizona 85072

Kerri Carnes

Arizona Public Service Company
PO Box 53999, MS 9712
Phoenix, Atizona 85072

Douglas V. Fant

LAW OFFICES OF DOUGLAS V. FANT
3655 W. Anthem Way

Suite A-109, PMB 411

Anthem Arizona 85086

Jeftrey J. Woner

K.R. SALINE & ASSOC., PLC
160 N. Pasadena, Suite 101
Mesa Atizona 85201

Court S. Rich

ROSE LAW GROUP, PC

7144 E. Stetson Drive, Suite 300
Scottsdale Arizona 85251

David Berry

WESTERN RESOURCE ADVOCATES
P.O. Box 1064

Scottsdale Arizona 85252-1064

Amanda Ormond

INTERWEST ENERGY ALLIANCE
7650 S. McClintock, Ste. 103-282
Tempe Arizona 85284

Barbara Wyllie-Pecora
14410 West Gunsight Drive
Sun City West Arizona 85375
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Lawrence V. Robertson, Jr.
PO Box 1448
Tubac Atrizona 85646

Bradley S. Carroll

TUCSON ELECTRIC POWER COMPANY
88 E. Broadway Blvd. MS HQE910

P.O Box 711

Tucson Arizona 85701

Jeff Schlegel

SWEEP ARIZONA REPRESENTATIVE
1167 W. Samalayuca Dr.

Tucson Arizona 85704-3224

Laura E. Sanchez

NATIONAL RESOURCES DEFENSE
COUNCIL

P.O. Box 287

Albuquerque New Mexico 87103

Nellis Kennedy-Howard

Travis Ritchie

SIERRA CLUB ENVIRONMENTAL LAW
PROGRAM

85 Second Street, 2nd Floor

San Francisco California 94105

Lisa Maldonado-Kiser
SAFEWAY, INC.

5918 Stoneridge Mall Road
Pleasant California 94588
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' ) aps PLAN OF ADMINISTRATION

ALTERNATIVE GENERATION DEFERRAL

Alternative Generation (“AG-1) Deferral
Plan of Administration

1. General Description

This document desctibes the plan of administration of the deferral for the AG-1 rate rider approved
for Arizona Public Service Company (“APS” or “Company”) by the Arizona Corporation
Commission (“ACC”) on November 25, 2015 in Decision No. 75322. The AG-1 rate rider is a buy-
through rate that provides an opportunity for a limited number of industrial and large commercial
customers to atrange for an alternate soutce of generation in lieu of APS’s standard bundled
generation service.

2. Deferral Description

APS is permitted to defer for possible future recovery 90 percent up to $10,000,000 and 100 percent
above $10,000,000 in unmitigated untecovered costs for every 12 month period after June 30, 2016
until new rates become effective. The deferrals shall be subject to review in the Company’s next rate
case. No amount of the deferral shall be recovered from residential customets.

3. Deferral Components

APS Generation Retail Unrecovered Costs — Revenue from unbundled retail generation rate that
APS would have recovered absent the AG-1 program. '

Avoided Fuel Costs — Base cost of fuel and purchased power as recorded in Schedule 2 of APS’s
monthly Power Supply Adjustor (“PSA”) compliance filing.

AG-1 Specific Charges — Monthly management fee and reserve capacity charge applied to
patticipating customers’ bills.

Wholesale Margins — Off-systetn margin attributable to the AG-1 program as recorded in Schedule 3
of APS’s monthly PSA compliance filing.

Unmitigated Unrecovered Costs — APS Generation Retail Unrecovered Costs minus Avoided Fuel
Costs, AG-1 Specific Charges and Wholesale Margins.

Decision No. 75748

Effective Date: XXXX
Page 1 of 2
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' ) aps PLAN OF ADMINISTRATION

ALTERNATIVE GENERATION DEFERRAL

4. Deferral Calculation

Calculation for the APS Generation Retail Unrecovered Costs, Avoided Fuel Costs and AG-1
Specific Charges will be calculated specific to each service account enrolled in the AG-1 program.
APS Generation Retail Unrecovered Costs for each customer will be calculated according to their
monthly billing determinants and the unbundled generation charges on their retail rate. Avoided
Fuel Costs will be calculated based on each customer’s monthly kWh and the base fuel rate found in
Schedule 2 of APS’s monthly PSA compliance filing. The lost revenue and fuel costs associated with
the PSA fuel adjustor rate are not specifically included as they net out to zero. AG-1 Specific
Charges will be obtained from each specific customer’s monthly bills. Wholesale Margins will be
applied to each setvice account enrolled in the AG-1 program by pro rata MWh share.

Example deferral calculation:

($000)
(@) APS Generation Retail Unrecovered Costs 15,000
(b) Avoided Fuel Costs 4,000
(© AG-1 Specific Charges 1,000
(d) Wholesale Margins 4,000
(e Unmitigated Unrecovered Costs (a-b-c-d) 6,000
() Deferred amount (e x 90%) 5,400

Deferred amount is $5,400 (90% of unmitigated unrecovered costs if () above is $10,000,000 or less
in any 12 month period following June 30, 2016).

5. Documentation to be maintained in support of the Deferral Calculation:

For any Alternative Generation deferral amount calculated and recorded in the Company’s books
during any period, the Company shall maintain and provide to Commission Staff the following:

1. A schedule showing how each of the following amounts used in the Defetral Calculation
was calculated:
a. APS Generation Retail Unrecovered Costs

b. Avoided Fuel Costs,
c. AG-1 Specific Charges, and
d. Wholesale Margins

1.  Documentation that supports and is cross-referenced to each amount in the schedule
(e.g. each service account in the AG-1 program, monthly billing determinants, etc.).

iii.  The Company shall maintain and provide to Commission Staff upon request monthly
balances applicable to each AG-1 customer.
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