UNITED STATES ARMY LEGAL SERVICES AGENCY
901 NORTH STUART STREET
ARLINGTON VA 22202-1837
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March 28, 2007

REPLY TO
ATTENTION OF

Regulatory Law Office
U 4142

Subject: In The Matter Of The Filing By Tucson Electric Power Company To Amend Decision
No. 62103, Arizona Corporation Commission Docket No. E-01933A-05-0650.

Arizona Corporation Commission
Docket Control

1200 West Washington Street
Phoenix, Arizona 85007

Enclosed for filing with the Arizona Corporation Commission are the original and
thirteen copies of the Comments of the Department of Defense (DOD) On The March 16, 2007
Proposed Recommended Opinion And Order filed by Tucson Electric Company in the subject
proceeding.

Copies of these Comments have sent in accordance with the attached Certificate of
Service. Inquiries concerning this matter may be directed to the undersigned at (703) 696-1644.

Sincerely,
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Peter Q. Nyce Jr.
General Attorney

Regulatory Law Office
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ARIZONA CORPORATION COMMISSION

TUCSON ELECTRIC POWER COMPANY (“TEP”)
DOCKET NO. E-01933A-05-0650

COMMENTS OF THE DEPARTMENT OF DEFENSE (“DOD”) ON THE MARCH 16,
2007 PROPOSED RECOMMENDED OPINION AND ORDER (“ROO”)

The comments of the DOD on the proposed ROO in the above referenced docket are as follows:

1. The Findings of Fact section of the ROO is silent with respect to the opinions and
recommendations of the parties other than those of TEP. Findings 36 and 47 imply that
the other parties merely lacked any understanding of the Company’s market and cost of
service proposals. To the contrary, the other parties presented rather extensive testimony
on these issues. Accordingly, the DOD suggests that a summary of the testimony
positions of each of the parties be included in the Findings of Fact section of the ROO.

2. The DOD agrees with the stable-rate objective discussed in Finding 49. However, it does
not agree with Findings 50 and 51.

3. The modifications to the MGC discussed in Finding 50 are not necessary since the MGC
does not affect current Standard Offer rate levels. The finding should simply state that
Standard Offer rates will remain unchanged until a final order is issued and that the
disposition of accumulated fixed CTC revenue credits will be dealt with in the upcoming
Rate Proposal Docket.

4. The DOD believes that TEP’s customers should be entitled to recover all of the CTC
revenues collected by TEP from the time that the fixed CTC expires (May 2008) until the
time new rates are approved under the Rate Proposal Docket. Finding 51 states that
100% recovery of these collections will occur only if the Commission agrees, at the
conclusion of the Rate Proposal Docket, TEP should be allowed to set generation rates
using the MGC. If other ratemaking approaches are adopted by the Commission, TEP
would be permitted to retain part or all of the fixed CTC revenues collected. As earlier
stated, the DOD would not support this latter result.

5. Finding 51 prescribes a 24 month period for crediting accumulated CTC revenues. The
DOD suggests that it is premature to define a specific refunding mechanism or refunding
period since this issue can more intelligently be decided in the upcoming Rate Proposal
Docket.




CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the Comments of the Department of
Defense On The March 16, 2007 Proposed Recommended Opinion And Order filed by
Tucson Electric Company was sent electronically and by first-class U.S. mail, to all

parties on the attached service list.

Dated this 28th day of March 2007 at Arlington County, Virginia.
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Peter Q. Nyce, Jr.

General Attorney V

Regulatory Law Office




SERVICE LIST, TEP Docket No. E-01933A-05-0650

Michael W, Patten

Roshka Heyman & Dewulf

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, AZ 85004

Scott S. Wakefield, Chief Counsel
Residential Utility Consumer Office
1110 West Washington, Suite 220
Phoenix, AZ 85007

Gary Yaquinto, President

Arizona Utility Investors Association
2100 N. Central Avenue, Suite 210
Phoenix, AZ 85004

Dan Neidlinger
Neidlinger & Assoc
3020 N. 17" Drive
Phoenix, AZ 85015

C. Webb Crockett
FENNEMORE CRAIG, PC
3003 North Central Avenue
Suite 2600

Phoenix, AZ 85012-2913

Nicholas J. Enoch

Lubin & Enoch, PC

349 North Fourth Avenue
Phoenix, AZ 85003

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 E. McDowell Road, Suite 153

Phoenix, AZ 85004

David Berry

Western Resource Advocates
P.O. Box 1064

Scottsdale, AZ 85252-1064

Eric Guidry

Energy Program Staff Attorney
Western Resource Advocates
2260 Baseline Road, Suite 200
Boulder, CO 80302

Jane L. Rodda

Administrative Law Judge

ARIZONA CORPORATION COMMISSION
400 West Congress, Suite218

Tucson, AZ 85701

Peter Q. Nyce, Jr.

Regulatory Law Office

U.S. Army Legal Services Agency
901 N. Stuart St., Ste. 713
Arlington, VA 22203-1837

S. David Childers

Low & Childers

2999 N. 44™ St., Ste. 250
Phoenix, AZ 85018

David Couture.

1 South Church Avenue
Suite 1820

Tucson, AZ 85701-1014

Daniel D. Haws

OSJA, ATTN: ATZS-JAD
USA Intelligence Center and
Ft. Huachuca

Ft. Huachuca, AZ 85613-6G00

Raymond S. Heyman

Unisource Energy Corporation

One South Church Ave., Suite 1820
Tucson, AZ 85701

Michelle Livengood

Tucson Electric Power Company
One South Church Ave., Suite 220
Tucson, AZ 85701

Barbara A. Klemstine
Brian Brumfield

Arizona Public Service
PO Box 53999

Mail Station 9708
Phoenix, AZ 85072-3999



Jeff Schlegal

SWEETP Arizona Representative
1167 W. Samalayuca Dr.

Tucson, AZ 85704-3224

Thomas L. Mumaw

Karilee S. Ramaley

Arizona Public Service Company
400 North 5 Street, MS 8695
Phoenix, AZ 85004

Deborah A. Scott

Robert Metli

Snell & Wilmer LLP
One Arizona Center

400 East Van Buren
Phoenix, AZ 85004-2202

Lawrence Robertson

Munger Chadwick

333 N. Wilmot Road, Ste. 300
Tucson, AZ 85621

Mr. Christopher Kempley, Chief Counsel
Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Mr. Emest Johnson, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Arizona Reporting Service
2627 N. Third Street, Ste. Three
Phoenix, AZ 85004-1003

Greg Patterson
916 West Adams, Suite 3
Phoenix, AZ 85007

Law Offices of Christopher Hitchcock
P.O.Box AT
Bisbee, AZ 85603-0115

Michael M. Grant

Gallagher & Kennedy, P.A.
2575 East Camelback Road
Phoenix, Arizona 85016-9225




