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Introduction 

On September 29, 2000, Morenci Water & Electric Company’s (“MW&E” or 
“Company”) requested a change in its Purchase Power Fuel Adjuster Clause (“PPFAC”) rate. 

The Company is desirous of receiving Commission approval of the proposed PPFAC rate 
that is projected to reduce the under-collected PPFAC bank balance over a period of 
approximately two (2) years. 

Since the establishment of the current PPFAC rate, significant changes in the cost of 
wholesale electrical power has caused the cost of purchased power to increase significantly 
leaving the PPFAC bank balance under-collected by $496,715 as of February 28, 2001. Under 
the current circumstances, the under-collection is projected to be approximately $929,240 by 
December 3 1,2001, without any adjustment in the current PPFAC rate. 

On September 29, 2000, the Company requested the Commission approve a new PPFAC 
rate of a negative $0.020916 per kilowatt-hour (“kWh”). This rate, when applied, would reduce 
the under-collected amount to zero by approximately December 3 1, 2002. On January 10, 2001, 
the Company filed an updated amendment to its original application indicating that the under- 
collected PPFAC bank balance has grown significantly faster than anticipated. Therefore, 
MW&E has requested a higher PPFAC rate of a negative $0.012475 per kWh. 

The currently approved PPFAC rate for MW&E was established in Decision No. 61705, 
dated May 13, 1999, and amounts to a negative $0.05052 per kWh. This adjuster was designed 
to refund $279,128 to MW&E customers and to reflect the reduced cost of purchased power at 
that time. The refund was completed in July 2000. 

Staff Analysis 

Staff has reviewed the Company’s application and related attachment (Attachment A) 
projecting the effect on the Company’s bank balance with and without the implementation of the 
proposed adjuster and the effect on a typical bill if the adjuster is adapted. 

Staff also reviewed the Company’s December 31, 2000, bank balance of $408,879 and 
found it to balance to Staffs control mechanism (Attachment B). 

Staff estimates the increase in the PPFAC from a negative $0.05052 to a negative 
$0.012475 per kWh will increase the average residential bill with a monthly usage of 526 kWh 
by $20.01, from $32.32 to $52.33. 

While the monthly bill increases significantly, the rates charged by the Company have 
not increased. For the past several years, ratepayers have enjoyed lower electrical costs due 
primarily to the size of the negative PPFAC that was designed to reimburse customers for the 
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over-collected bank balance. Although the repayment to customers has been completed, the 
negative adjuster remains in effect at a time when wholesale power costs are escalating. 

Prior to the approval of the current reimbursement adjuster, the Company employed a 
negative adjuster rate of $0.01391 or $0.001435 per kWh below the requested adjuster'. 

The actual increase in customer bills will be calculated by the individual usage of each 
customer. 

Recommendations 

Staff recommends that the December 31, 2000, Morenci fuel adjuster bank balance of 
$408,879 be accepted by the Commission without a hearing. 

Staff further recommends that the negative fuel adjuster of $0.05052 per kWh as 
approved in Decision No. 61705, be reduced to a negative $0.012475 and remain in effect until 
the bank balance is reduced to zero or until further order from the Commission. 

$0.013391 (previous adjuster) less $0.012475 (requested adjuster) = $0.001435 I 
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Attachment A, Page 1 of 3 

PROJECTED PURCHASED POWER BANK BALANCE 
PRESENT AND PROPOSED PURCHASED POWER ADJUSTER 

Present PPFA Rate: 2000 2001 
Beginning Bank Balance - Under (Over) (1 57'1 83) 408,879 
kWh Sales - Total 
Cost of Purchased Power - Total 
kWh Sales Subject to PPFA 
Current Base Rate Per kWh 
Current PPFA Rate Per kWh 
Net PPFA Collection Rate Per kWh 
Purchased Power Collected 
Under (Over) Collected 
Ending Bank Balance - Under (Over) @ 12/31 

1,313,242,442 
58,982,995 
24,979,104 

0.075220 
(0.050520) 
0.024700 
616,984 
51 5,415 
408,879 

1,314,883,995 
59,156,631 
24,906,310 

0.075220 
(0.050520) 
0.024700 

615,186 
571,008 
929,240 

2002 
929,240 

1,316,527,600 
59,243,742 
25,279,934 

0.075220 
(0.050520) 
0.024700 

624,414 
556,709 

1,485,949 

Proposed PPFA Rate: 2000 2001 2002 
Beginning Bank Balance - Under (Over) (1 57,183) 408,879 399,720 
Current Base Rate Per kWh 0.075220 0.075220 0.075220 
Proposed PPFA Rate Per kWh as of April 2001 (0.050520) (0.012475) (0.01 2475) 
Net PPFA Collection rate Per kWh 0.024700 0.062745 0.062745 
Purchased Power Collected 616,984 1,562,746 1,586,189 
Under (Over) Collected 515,415 (9,159) (399,716) 
Ending Bank Balance - Under (Over) @ 12/31 408,879 399,720 4 

Proposed Proposed 
Typical Bill Analysis - Residential: Adjuster Increase 
Monthlv kWh Usaae 526 526 

Present Adjuster 

- 
Customer Service Charge 
Energy Rate Per kWh 
Less: PPFA 
Net Energy Rate Per kWh 
Average Monthly Bill - Residential 

I MWE PPFA projection 1-9-2001 .xlscoversheetl/9/01 

5.50 5.50 
0.1015 0.1015 

(0.050520) (0 .O 1 2475) 
0.050980 0.089025 0.038045 

32.32 52.33 20.01 



o m  m m 
0 
9 

O N  

d 
m 

8 
O W  

h 
d 

8 
o m  

(0 

0 

- 
9 

0- 
h 
W 

8 

0- 
N 
W 

8 

O W  
W 
(0 

0 
9 

O r  
W m 

0 
9 

O h  
d 
d 

8 

O h  

m 

0 

m 
9 

o m  

9 
0 
d 

0 

o w  m 
m 

8 

N 
N 
v) 
h 

8 
N 
N m 
IC 

0 
9 

N 
N m 
h 

0 
9 

N 
N m 
IC 

8 
N 
N m 
IC 

8 
N 
N m 
h 

8 
N 
N m 
h 

0 
9 

N 
L-4 m 
h 

8 

N 
N m 
h 

8 

N N 
m 
h 

0 
9 

N 
N m 
IC 

8 

M m 
IC 

8 

m 
rc 
'p 

$1 
9 
4 

$1 
9 
4 

m 
h 
d 

m 
rc 

9 
9 
4 
m 
rc 
d 
N 7 

8 
m 
IC 
d 
2 
9 
4 
m 
IC 
d N -r 

9 
4 
m 
h 
d N T 

9 
4 
m 
h 
d N - 
9 
4 

m 
IC 
d 
$1 
9 
4 

N m 
0 In 

9 
4 

N m 
0 m 
9 
4 

N m 
0 m 
9 
4 

h 
W 

IC w 
W 

8 
h 
N 
W 

8 
h 
N 
W 

8 
h 
N 
(0 

0 
9 

h 
N 
(0 

8 

IC 
N 
W 

8 

IC 
N 
(D 

8 

h 
N 
W 

8 

IC 
N 
W 

8 

h 
d N 

0 
9 

IC 
d 
N 

8 

rc 
d 
N 

8 

~ m o o o  mrc 
O b  
9 W- 2 
4 '  c3 

m 



C 
0 .- 
d 

2 .- 
E 


