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Pinnacle West Capital Corporation Tl R
400 North 5 Street, MS 8695 08 1R -b D
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Tel: (602)250-3630

Fax: (602) 250-3393
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Attorneys for Arizona Public Service Company

BEFORE THE ARIZONA CORPORATION COMMISSION

Arizona Corporation Commission

COMMISSIONERS DOCKETED
TOM FORESE, Chai

BOB BURNS ~ rman APR 6 2018
ANDY TOBIN

BOYD DUNN DOCKETED HY
JUSTIN OLSON

IN THE MATTER OF: DOCKET NO. E-01345A-18-0002

STACEY CHAMPION, et al.,

Complainant. ARIZONA PUBLIC SERVICE
COMPANY’S ANSWER TO

V. REVISED CHAMPION
COMPLAINT
ARIZONA PUBLIC SERVICE COMPANY,
an Arizona Public Service Corporation,

Respondent.

Respondent Arizona Public Service Company (APS or Company) responds to the

Revised Champion Complaint (Complaint) filed on February 13, 2018 on behalf of

Stacey Champion. APS admits, denies and alleges as follows:
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Allegation No. 1'

Pursuant to A.R.S. § 40-246(A). Ms. Champion, as a customer of APS, has filed a
complaint as to the “reasonableness of any rates and charges™ of APS, a public service
corporation. These rates and charges were established by Decision No. 76295 (the
*Decision™).

APS Response

APS admits that Ms. Champion is an APS customer and that she has filed a formal
complaint against APS. APS also admits that Decision No. 76295 set new rates and
charges. APS denies any remaining allegations in Allegation No. 1. APS affirmatively
alleges that Decision No. 76295 produced rates that are just and reasonable because of,
among other items, the numerous benefits contained in the terms of Decision No. 76295,
including: (i) a rate stability provision, also known as a rate stay-out, that prohibits APS
from filing a new general rate case prior to June 1, 2019: (ii) an income tax expense
adjustment mechanism that allowed APS customers to immediately benefit from the
2017 tax legislation; (iii) an agreement with the solar industry to resolve a multi-year,
otherwise intractable dispute regarding distributed generation that included a
confidential agreement to avoid undermining the rate settlement through ballot
initiatives, legislation, or advocacy at the ACC; (iv) expanded residential rate choices
with updated rate designs and rate options ranging from standard rates for very low
usage customers, and more off-peak hours and more holidays for all customers on time-
of-use and demand rates; (v) new rate options for commercial customers such as a high
load factor rate, the ability to aggregate accounts, and an economic development service
schedule: (vi) new funding to continue crisis bill assistance for limited income
customers; (vii) a revised buy-through rate for industrial and large general service

customers; (viii) a moratorium on new self-built generation until January 1. 2022 and

' APS has reproduced in their entirety the allegations beginning on the top of page 2 of Ms. Champion’s
Response to APS’s Motion for More Definite Statement (Feb. 13, 2018). See also March 5, 2018
Procedural Order stating “IT IS FURTHER ORDERED that Ms. Champion’s filing of February 13,
2018, shall be considered a revised complaint.”
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through December 31, 2027 for construction of new combined cycle generation units:
(ix) an experimental pilot technology rate for up to 10,000 customers: (x) a program to
expand access to utility-owned rooftop solar for low and moderate income Arizonans,
Title T schools., and rural governments; (xi) modifications to APS’s Schedule 3 to
encourage development of property owned or leased by rural municipalities; (xii) an
additional discount for schools and military base customers: (xiii) an agreement to
withdraw any appeals of the Commission’s Value and Cost of Solar Decisions (Decision
Nos. 75859 and 75932); and (xiv) a reduction in the proposed monthly charge for non-
standard metering from $15 to $5 (one of the lowest in the country). Of particular
relevance to Ms. Champion’s claim is APS’s voluntary agreement to accept an income
tax expense adjustor mechanism in the Settlement Agreement that was approved in
Decision No. 76295. This mechanism has already reduced the amount APS collects from
customers by $119 million—more than the $95 million increase approved in Decision

No. 76295.

Allegation No. 2

The Decision adopted the rates and charges included in the Settlement Agreement that
was signed by 29 of the parties to APS’ rate case. Finding of Fact No. 327 of the
Decision states: “The rates terms and conditions of the Settlement Agreement are just,
fair and reasonable and in the public interest, and should be adopted as set forth in the
Settlement Agreement . . . .” According to the Settlement Agreement, under the new
rates “[r]esidential customers will have on average a 4.54 percent-bill impact.” Finding
of Fact No. 334 of the Decision confirmed this stating: “Under the terms of the

Settlement Agreement, the average bill impact is 4.54 percent for residential customers .

APS Response

APS admits that Decision No. 76295 approved the Settlement Agreement signed by 29

parties to its rate case, including ACC Staff, Arizona Residential Utility Consumer
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Office. Arizona Community Action Association (representing Arizona's limited income

customers), associations representing schools, industrial and commercial customers, |
military bases and various solar entities. APS also admits that the settling parties agreed,
the Administrative Law Judge found, and the Commission concluded, that the terms and
conditions of the Settlement Agreement were just and reasonable. APS affirmatively
alleges that the 4.54% average represents the expected increase in annual revenue, net of
the adjustor sweep, for the entire residential class. based on usage levels and patterns in

the 2015 Test Year, as adjusted for normal weather. As such, this number combines the

individual usage levels and patterns, including on-peak and off-peak usage and seasonal

usage, and the specific rate choices and special programs for all 1 million residential
customers. APS further alleges that (i) the use of composite class averages such as the
4.54% is common in Arizona utility rate cases: (ii) the 4.54% figure derives from data
included in the ACC’s Standard Filing Requirements; and (iii) the ALJ and Commission
knew that the impact on any specific customer will necessarily vary from this average
4.54%, higher or lower, based on their specific usage levels and patterns, rate choice.
and participation in any special programs such as limited income bill discounts. net
metering, or non-standard metering, for example. Furthermore., the 4.54% average
impact reflects the net of the higher base rates and lower adjustor rates resulting from
sweeping some of the funding from the latter to the former in the rate case. However, it

does not include any changes to the adjustor rates that occurred after the Test Year.

APS further alleges that the “typical” bill impact of approximately $6 reflects what (i)
the annual net rate impact of the approved rate increase would have been, (ii) on a full
r'f:quirf:ments.2 residential customer who, (iii) used an average of 1,086 kWh per month |
with the same average load factor and the same average split between peak and off-peak

usage and summer versus winter usage as in the 2015 Test Year, (iv) inclusive of the

* A full requirements customer is one who purchases all of their electricity from APS.
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adjustor sweep.3 and (v) without regard to any change in adjustors that occurred after the
2015 Test Year. APS further alleges that for ratemaking purposes this "typical® APS
residential customer is not any singular customer or group of customers. but rather a
composite of all residential customers using the average level of monthly kph
consumption on each of the available residential rate schedules. including demand rates,
weighted by the customers on each rate schedule. And. the level of APSs rates
determined in Decision No. 76295 was calculated based on adjusted 2015 customer
billing determinants and adjusted Test Year revenues based on that usage. APS denies

any remaining allegations in Allegation No. 2.

Alle action No. 3

Commission Statfwas one of the signatories to the Settlement Agreement. In voicing its
support for the rates and charges in the Settlement Agreement. specifically when
addressing the increase to APS Basic Service Charges. Staff pointed out that "it is
important to consider the overall rate increase impact of 4.54% for the average
residential customer ... APS. also a signatory to the Settlement Agreement. claimed
"that data shows that a significant majority of APS customers will save money on time-
or demand-differentiated rates. with savings occurring even before customers modify
their behavior and shift usage."

APS Res once

APS admits Allegation No 3. APS further alleges that analysis of Ms. ("hampions

monthly usage levels and patterns for calendar year 2017

3 The adjustor sweep approved in Decision No. 76295 shifted revenue collected through certain adjustor
mechanisms into base rates. This sweep decreased the magnitude of these adjustor charges and increased
base rates a corresponding amount on average. The overall process was revenue neutral to the Company.
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Alla action No. 4
Neither of those assertions appears to be accurate. Ms. Champion is a residential
customer of APS but her bill impact under the new rates was a 9.42% increase for
October 2017. a 8.09% increase for November 2017. a 8.03% increase for December
2017. and a 7.68% increase for January 2018. Attached to Ms. Champion's Complaint
were the signatures of over 400 of APS residential customers. complaining that they too
are experiencing a bill impact greater than 4.54%. that the new rates are not just and
reasonable. and requesting "a rate hike rehearing." In her Request to Be Recognized As
Representative tiled January 29. 2018 ("Request"). Ms. Champion attached as Exhibit 3
a list of approximately 130 signatures with addresses. so that APS can positively identify
them as its customers.
APS Response
APS admits that Ms. Champion is an APS customer and denies the remaining
allegations in Allegation No. 4.

Moreover. comparing rate
impacts between 2016 and 2017 could never assist in determining whether (i) the 4.54%
average increase has been properly applied. or (ii) the rates approved in Decision No.
76295 are just and reasonable because the rates established in Decision No. 76295 were
created and analyzed using customer usage and Company revenue from 2015 adjusted

Test Year data.

(1)

(i)
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(iii)

(iv)

A spreadsheet summarizing this bill comparison. and redacted versions of Ms.
Champions underlying monthly bills. are attached as Exhibit B. Unredacted versions
will be provided to the Hearing Division and any party covered by a Protective Order

issued in this proceeding.

Allaaction No. 5

The relief requested by Ms. Champion in her Complaint and in her Request is a
complete rehearing of APS last rate case. which approved the Settlement Agreement
and the new rates. However. the tiling of a complaint under A.R.S. § 40-246(A) does not
automatically require the Commission to hold "a lull-scale rate hearing.” What the
statute requires of the Commission is "the holding of a hearing to determine whether
there is sufficient evidence to warrant a full-scale rate hearing." If the bill impact
assumption in the Settlement Agreement is wrong, and the actual average impact on
residential customer's hills is higher. then what effect does this have on APS revenues”
If APS new rates and charges result in a windfall for the utility at the ratepayers™
expense. then those rates cannot be said to be just and reasonable. and in the public
interest. Instead. they are arbitrary. unjust. and unreasonable.

APS Response

APS rejects the statements in Allegation No. 5 as containing legal conclusions and
misstatements of the law. APS states that A.R.S. § 40-246 does not provide for a
rehearing of a rate case. A rehearing of a prior rate case order is a very specific legal

proceeding. one only available to Arizonas Attorney General. or parties to the rate case
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subject to rehearing. who have followed the specific procedure set forth in A.R.S. § 40-
253. Nor does the language of A.R.S. § 40-246 identify a remedy for a showing made
under the statutes terms. much less a remedy that equates to a "full scale rate hearing."
Finally. the level of APS's revenues is entirely disconnected from. and ultimately
irrelevant to. statements regarding the projected change to 2015 revenue made in
connection to the rates approved in APSs last rate case. Whether those rates achieved a
4.54% annual average increase to customer bills solely asks whether the rates were
designed corlectly. The annual average bill impact of 4.54% is only one input regarding
the change in revenue levels between 2015 and 2016. Because Arizona is a historical
test year state. however. the actual level of revenue in 2016 was (or in any other year
will be) necessarily different from the revenue projected in the rate case. This is because
the number of customers. as well as how much energy those customers used. changed
between 2()I 5 and 2016. Other changes. such as how customers used energy. the rate
schedules customers select. and the level of APSs a.djustors. also occurred. These
variables shifted again in 2017. and the changes are compounding yet again in 2018. In
light of how rates are made in Arizona. the only relevant question can be whether the
ratemaking process was followed correctly. The effect of that ratemaking process. and
whether the rates made will produce more or less than the projected amount of revenue
needed to continue providing reliable electric service. is an operational risk that utilities

bear with the historical test year process.

Alle action No. 6

Accordingly. Complainant clarifies her request for relief and asks that the Commission
hold a hearing on her Complaint to determine if the real average bill impact on
residential customers of the rates approved in Decision 76295 is greater than 4.54% and
what effect this has on APS' revenue and the overall reasonableness and justness of

APS new rates and charges.
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APS Res once
Allegation No. 6 does not contain factual allegations, but rather requests a hearing. APS
states that the size of the rate increase approved in Decision No. 76295 is only one factor
in the overall justness and reasonableness of the rates. terms. and conditions approved in
Decision No. 76295. APS disagrees with Ms. Champions characterization of her claim
and incorporates herein its response to Allegation No. 5

GENERAL DENIAL

APS specifically denies any and all allegations not expressly admitted in this

Answer.
AFFIRMATIVE DEFENSES

1. The Complaint fails to state a claim upon which relief can be granted.

2. At all times. APS acted in conformance with its lawfully approved tariffs,
Arizona Administrative Code. Title 14. Chapters 2 and 3: and all
applicable state and federal laws. rules and regulations.

3. APS reserves the right to assert any and all additional defenses as more

information becomes known about the facts surrounding this case,
including all defenses set forth in Rules 8(c) and 12(b) of the Arizona |
Rules of Civil Procedure.
WHEREFORE Respondent APS requests the Commission dismiss
Complainants™ Formal Complaint with prejudice without any relief being granted to the

Complainants.

RESPECT1ULLY SUBMITTED this 6th day ofApril 2018.

By: ]j/ V\
Thomas A. Loguvam
Melissa M. Krueger
Attorneys for Arizona Public Service Company
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ORIGINAL and thirteen (13) copies
of the foregoing filed this 6th day of
April 2018. with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix. Arizona 85007

COPY of the foregoing mailed/delivered this
6th day of April 2018 to:

Stacey Champion Andy Kvesic. Director
3101 North Central Avenue. Suite 170 Legal Division
Phoenix. AZ 85007 Arizona Corporation Commission

1200 West Washington Street
Phoenix. Arizona 85007

Elijah Abinah Richard Gayer
Utilities Division 526 West Wilshire Drive
Arizona Corporation Commission Phoenix. AZ 85003

1200 W. Washington St.
Phoenix. AZ 85007

Jane L. Rodder Adam L. StaffOrd. Esq.

Chief Administrative Law Judge Wong Carter P.C.

Arizona Corporation Commission 3()03 North Central Avenue. Suite 1000
1200 W. Washington St. Phoenix. AZ 85012

Phoenix. AZ 85007 Attorney for Complainant
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Exhibit A
Redacted Rate Comparison
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Exhibit B
Redacted Bill Comparison
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'J ops

Your electricity bill

Page 1 of 3 See page 2 for more information.

I Mailing address or phone number change>

Chedk here and fil in the details on the badk. Your optional contribution

to SHARE:

Total amount paid: s



Page 2 of 3

Mailing address or phone number change

First name middle name last name

Address (number street name)

cry State Zipd 4
Home phone Business phone
« ) « )

Gaps
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Your electricity bill
September 14 2016

Page 3 of 3




O ops

Your electricity bill —
Bill date September 14, 2017

Page 1 of 4 See page 2 for more information.

aps _

L_] Mailing address or phone number change?
Chedk here and fillin the Oelails on the badk.

Total amount paid:



Gaps

Page 2 of 4

Mailing ad

First name
Address (number Mreet name)

Ci*y State Zip4 4

Home phone Business phone

TR AT AT



Your electricity bill
September 14 2017

Page 3 of 4



Your electricity bill
September 14 2017

Page 4 of 4



Bill date October 13, 2016

Page 1 of 3

Gaps

See page 2 for more information.

Mailing address or phone number change?
Chedk here and fillin the details onthe back

Your optional contribution
to SHARE:

Total amount paid:

Gaps



Gaps

e
Page 2 of 3
Mailing address or phone number change
First name middle name last name
Address (number street name)
any State Zip+4

Home phone Business phone

C ) « )

Gaps

1" I ITEA A 00 A T



Page 3 of 3



Q ops

Your electricity bill —
Bill date October 13, 2017

Page 1 of 3 See page 2 for more information.
|

Gaps _

|;] Mailing address or phone number change?
Chedkhereandfiinthe detabonthebadk . —

Total amount paid:



Gaps

Page 2 of 3

Malling d
Firstna g,

Address (nu

cry State Zip+4
Home phone Business phone
« ) « )

Gaps

L I e e 2 22~ e



Your electriciti/ bill
7

October 1320

Page 3 of 3
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Qaps

Your electricity bill -
Bill date November 10, 2016 r

Page 1 of 3 See page 2 for more information.

|_1 Mailing address or phone number change?
Check here and till in the details on the back.



Qops

Page 2 of 3

Mailing address or phone number change
First name middle name last name

Address (number street name)
ar/ State Zipd 4

Home phone Business phone

«c ) « )

Gaps

T ML e ner



Your electricity bill
November 10 2016

Page 3 of 3



Q ops

Your electricity bill —
Bill date November 13, 2017 I -

Page 1 of 3 See page 2 for more information.

g I Malling address or phone number change?

Chedk here and fillin the details on the back.

Total amount paid:



Gaps

Page 2 of 3

Mailingsadress or phone number change
First name m»ddie nane lest name

Address (number street name)

cry State Zip+4
Home phone Business phone
« ) «

Gaps

I T T T T TR TR T T



Your electricity bill
November 13 2017

Page 3 of 3



Bill date December 14, 2016

o ol

Page 1 of 3

Qaps

See page 2 for more information.

Mailing address or phone number change?
Cheek here and fill in the details on the back.

When paying in person, dense
bring the bottom portion al your bill.

Your optional contribution
to SHARE:

Total amount paid:



Gaps

Page 2 of 3

Gaps
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Your electricity bill
December 14 2016

Page 3 of 3
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Q ops

Your electricity bill —
Bill date December 14, 2017

Page 1 of 3 See page 2 for more information.

I |_] Mailing address or phone number change?
Chedk here and til n the details on the badk.

Total amount paid:



Gaps

Page 2 of 3

Mailing address bphone n mmbar change
First name middle name last name

Address (number sirhet name)

<y State zip+ 4
Home phone Business phone
C ) « )

Gaps
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Your electricity bill
December 14 2017

Page 3 of 3



Q ops

Your electricity bill —
Bill date January 13, 2017 _

e - - ~
- 0o — _
e -_—
—
—— ——
Page 1 of 3 See page 2 for more information

I Mailing address or phone number change?
Chedk here andfill inthe details on the badk.

o 'N -~
|



Gaps

—
I
I
I
14
I
Page 2 of 3
Mailing address or phone number change
First name middle name, last name
Adctress (number street name)
Ciry State Zip + 4
Home phone Business phone
( ) ( )

Gaps
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Your electricity bill
January 13 2017

Page 3 of 3



Your electricity bill
Bill date: January 16, 2018

r\

W o

Page 1 of 3 See page 2 for more information.

I L_I Mailing address or phone number change?
Chedkhere andflinthe detalsonthe bad<

Z

Total amount paid:

Q ops



Gaps

|
|
Page 2 of 3

Mailing address or phone number change
First name middle name, last name
Address (humber street name)
cwW State Zip+4
Home phone Business phone

C ) C

Gaps

TR ™ (A D " e 4 A e



Your electricity bill
January 16 2018

Page 3 of 3



Page 1 of 3

Gaps

See page 2 for more information

Mailing address or phone number change7
Check hoe and ill in the devils on the back.

Your optional contribution
to SHARE:

Total amount paid:

Gaps



Gaps

|
Page 2 of 3
Mailing address or phone number change
First name middle name last name
Address (number street name)
cry State zip+ 4

Home phone Business phone

(G ¢ )

Gaps
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Your electricity bill
February 13 2017

Page 3 of 3
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Your electricity bill —

Bill date February 14, 2018 r
e —

_ _ 0 _
6
RY
e — —

. 2

Page 1 of 3 See page 2 for more information.

Gaps .

Mailing address or phone number change?
Chedk here and miinthe details ontheback

2 .
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Page 2 of 3 -
Mailing address or phone number change
First name, middle name last name
Address (number street name)
cry State zip+ 4
Home phone Business phone
«C ) ( )

Gaps
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Your electricity bill
February 14 2018

Page 3 of 3



Q ops

Your electricity bill -
Bill date March 15, 2017 Ur

Page 1 of 3 See page 2 for more information.

Gaps

Mailing address or phone number change?
Chedk here and fillin the details onthe back —_

Total amount paid:

Z



Gaps

I
I
I
I
I
"
Page 2 of 3
Mailing address or ;hone n
First name middle name Las
Address (number street na
cry State Zip+4
Home phone Business phone
« ) C )

Gaps
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Your electricity bill
March 15 2017
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Page 3 of 3



Your electricity bill
Bill date: March 14, 2018

Page 1 of 3

Gaps

See page 2 for more information

[1 Mailing address or phone number change'*
Check hereand flinthe detais on he budk

Qops

hl

Total amount paid:



Gaps

—
I
I —
I
I
I
— S
—
|
Page 2 of 3 .
Marling address or phone number change
First rare mildie name last name
State Zip + 4

Business phone

¢ )

Gaps
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Your electricity bill
March 14 2018

Page 3 of 3



