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DECISION NO.

ORDER

69670

Open Meeting
June 26 - June 27, 2007
Phoenix, Arizona

Ente r into a n Edison Ele ctric Ins titute  ("EEl") Spa re  Tra ns forme r Sha ring
Agre e me nt ("Sha ring Agre e me nt") with othe r utilitie s  for high volta ge  a nd
extra high voltage transformers in the event of an act of deliberate destruction.

11. S e ll a  portion of its  Round Va lle y S ubs ta tion to S outhwe s t Tra ns mis s ion
Coopera tive .

7

8

9

1 0

11

1 2

1 3

1 4

1 5
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17 BY THE COMMIS S ION:

18 FINDN\IGS OF FACT

19 1. Arizona  Public Service  Company ("APS") is  certifica ted to provide  e lectric se rvice

20 as a  public service corporation in the State  of Arizona.

21 2. On December 8, 2006, APS submitted an applica tion to the  Arizona  Corpora tion

22 Commission ("Commission") for authorization to :

2 3 1.

24

25

26

27

28

III. Sell its  Waddell Substation property to Suburban Land Reserve, Inc. ("SLR").
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1 W . Pre -approve  ce rta in transactions  up to $1 million.

2 I. Tra ns forme r Sha ring  Agre e me nt

3 APS des ire s  to ente r into a  Transformer Sha ring Agreement with approxima te ly 50

4 othe r utilitie s  in the  Unite d S ta te s  a nd Ca na da  to e ns ure  tha t critica l high volta ge  (230 kg) a nd

e xtra  high volta ge  (345 kV a nd 500 kg) tra ns forme rs  will be  a va ila ble  to AP S  or othe r a ffe cte d

6 utilitie s  in the  e ve nt of a n a ct of de libe ra te  de s truction. The  be ne fit to AP S  a nd its  cus tome rs  is

5

8

10

1 1

1 3

1 4

7 tha t tra ns forme rs  would be  a va ila ble  to AP S  to re build da ma ge d portions  of its  tra ns mis s ion

sys tem due  to an act of de libe ra te  des truction, and the  inventory of spa res  ava ilable  to APS would

9 be  grea te r in number and lower in cos t than APS could obta in a s  an isola ted utility prepa ring for a

s imila r e ve nt. The  Sha ring Agre e me nt will a lso re quire  APS  to poss ibly se ll or othe rwise  dispose

of or e ncumbe r the s e  a s s e ts  in this  progra m on s hort notice  to othe r pa rticipa nts , a nd it is  this

12

requesting approva l. .

4. AP S  s ta te s  tha t it de s ire s  to pa rticipa te  s pe cifica lly in the  500/230 kV cla s s  of

transfonners llt1l1z1l'l9 fun 1m1tQ it now ha s  a va ila ble  a t its  We s twing S llbs ta tmn1 5

1 6

17

1 8

20

21

22

Als o ,  it is

a nticipa te d tha t AP S  will join the  345/230 kV cla s s  (a s  s oon a s  a  s ufficie nt numbe r of othe r

companies  commit to this  class) utilizing one  unit it now has  ava ilable  a t P innacle  Peak Substa tion.

Additiona lly, AP S  e xpe cts  its  pa rticipa tion would soon the re a fte r e xte nd to the  230/69 kV cla s s

19 ba se d on furthe r re vie w with othe r utilitie s  a nd a  de te rmina tion of re quire me nts  to pa rticipa te  in

this  cla s s . The  re vie w in the  230/69 kV cla s s  is  ongoing, howe ve r, AP S  e xpe cts  its  pa rticipa tion

would be  four 230/69 kV tra ns forme rs  (a s  upda te d in AP S ' Ma rch 9, 2007 da ta  re s pons e ) for

which it does  have  candida te  spa res  and, the re fore , it reques ts  the  approva l to a lso include  these

23

24

25

transfonners  in the  Sharing Agreement.

In tota l, the  Applica tion re que s ts  commitme nt for two 500/230 kV tra ns forme rs ,

one  345/230 kV tra ns forme r a nd four 230/69 kV tra ns forme rs  to be  include d in the  S ha ring

26 Agreement, and a s  a  condition of tha t Sha ring Agreement, these  transformers  could then be  sold

27

28

5.

3.
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1 short notice . This  transaction would then proceed without furthe r Commiss ion approva l of the  sa le

2 of these assets.

Utilitie s  Divis ion Sta ff ("Sta ff') has  reviewed the  pa rticula rs  of the  Applica tion

4 with regard to the Sharing Agreement and has made the following observations :

3

5 H)

6

APS owns  a nd ope ra te s  500 kg, 345 kV a nd 230 kV s ta tions  in Arizona  a nd
Ne w Me xico a nd ha s  a n obliga tion to e nsure  time ly re s tora tion of s e rvice  in
the  e ve nt of a n  a ct of de libe ra te  de s truction . The  S ha ring Agre e me nt
addresses acts of deliberate  destruction.

7

8 b)

9

10

The  longes t manufacturing lead time  of transmiss ion components  for e lectric
utilitie s  is  for 230 kV high volta ge  a nd 345 kV a nd 500 kV e xtra  high volta ge
tra ns forme rs  (a pproxima te ly 18 months ), a nd it is  the re fore  ne ce s s a ry for
u tilitie s  to  p la n  fo r a cce s s  to  re a d ily a va ila b le  tra n s fo n n e rs  if ce rta in
unforeseen events occur.

11
c)

12

13

14

15

AP S  owns  or is  a  pa rticipa nt owne r in  a  s ufficie nt numbe r of s pa re  high
volta ge  a nd e xtra  high volta ge  tra ns forme rs  to pa rticipa te  in the  S ha ring
Agre e me nt de pe nding on the  le ve l of pa rticipa tion of othe r utilitie s  in e a ch
volta ge  c la s s . A min imum MVA (million  vo lt-a mp, c los e ly e quiva le n t to
MW) re quire me nt for e a ch volta ge  cla s s  is  s e t by EEl, a nd a s  me mbe rs
commit to  tha t c la s s , the  MVA re qu ire me nt is  the n  d ivide d  a mong  the
members . As  the  numbe r of u tilitie s  pa rtic ipa ting  in  a ny vo lta ge  c la s s
incre a s e s , the  MVA re quire me nt for e a ch pa rticipa nt in tha t ove ra ll cla s s
decreases accordingly.16

17 d)
18

19

20

AP S  ha s  11 in-se rvice  500/230 kV tra ns forme rs  a nd four 500/230 kV s ingle
pha s e  tra ns forme rs  (two of which a re  "in s e rvice " s pa re s ). The  ca pa city of
the  two spa re  trans formers  APS  is  prepa red to commit to this  program tota ls
931 MVA. This  is  ins ufficie nt to me e t the  re quire me nt for joining this  cla s s
a t this  time  which is  1 ,029 MVA for the  ne xt me mbe r (1 ltd) to  join. AP S
would wa it until the  13th me mbe rs hip is  ope n a s  its  931 MVA commitme nt
would meet the  then reduced requirement of 848 MVA.

21

22
e)

23

24

APS has  three  in-se rvice  345/230 kV transformers  and one  345/230 kV spare
plus  one  jointly owne d spa re  a t Four Corne rs  tha t could be  utilize d for loca l
ne e ds . The  ca pa city of AP S ' s ingle  s pa re  tra ns forme r is  600 MVA which is
ins ufficie nt to me e t the  re quire me nt for joining this  cla s s  a t this  time . AP S
would wa it until s ufficie nt me mbe rs hip is  a chie ve d s uch tha t a  600 MVA
commitment in this  voltage  cla ss  would a llow membership.

25

26 t>

27

28

AP S  ha s  48 in-s e rvice  230/69 kV tra ns forme rs  a nd four 230/69 kV s pa re s .
Th e  ca p a c ity o f th e s e  fo u r s p a re  tra n s fo rme rs  is  4 8 6  MVA wh ich  is
ins ufficie nt to me e t the  re quire me nt for joining this  cla s s  a t this  time . AP S
would wa it until s ufficie nt me mbe rs hip is  a chie ve d s uch tha t a  486 MVA
commitment in this  voltage  cla ss  would a llow membership.

6.

De cis ion No.
69670
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1 g)

2

3

4

5

Acts  of de libe ra te  de s truction a re  a ppropria te  e ve nts  for utilitie s  to pre pa re
for, a nd the  S ha ring Agre e me nt provide s  the  ne ce s s a ry inve ntory to  be
pre pa re d for this  cla s s  of e ve nt. Additiona lly, othe r loca lize d e me rge ncie s
a nd/or fa ilure s  re quire  s imila r pla nning a nd a re  a ddre s s e d by individua l
utilitie s  through ma inta ining a  s uita ble  numbe r of s pa re s  on its  s ys te m a nd
s ome  re lia nce  on o the r u tilitie s . Both progra ms , the  a cts  of de libe ra te
destruction and the  loca lized emergency/fa ilure  events , may complement each
othe r, i.e ., the same transformer may be  used in both categories as long as due
considera tion is  given to deple tion of the  spares  inventory for loca lized use .

6

7 h)

8

9

10

1 1

Utilitie s  ma y us e  the ir s pa re  units  unde r the  a cts  of de libe ra te  de s truction
ca te gory for a ny othe r purpos e  (for the ir own routine  fa ile d unit ne e ds  for
e xa mple ) a s  long a s  it or a  re pla ce me nt is  re s tore d to the  a cts  of de libe ra te
de s truction inve ntory within 18 months .1 Additiona lly, APS  ha s  prote cte d its
own loca l emergency needs  for a ll transformers  tha t a re  or will be  included in
the  S ha ring Agre e me nt through a  "P e rmitte d Dis pos ition" provis ion in the
S ha ring Agre e me nt. This  provis ion provide s  AP S  with  the  dis cre tion to
a sse ss  the ir own imminent re liability or othe r pe rtinent cons ide ra tions  be fore
proce e ding with a  tra ns forme r s a le , a nd if AP S  conditions  so wa rra nt, AP S
will ma inta in tha t trans former for its  own use .12

13 i)

14

This  S ha ring Agre e me nt will a llow AP S  to tra ns fe r or s e ll the  tra ns forme r
e quipme nt include d in this  Applica tion on the  ve ry s hort notice  re quire d in
emergencies associa ted with acts  of de libera te  destruction.

15
j)

16

17

18

19

20

21

22

Sta ff ha s  ins pe cte d the  two 500/230 kV s ingle  pha s e  tra ns forme rs  a t
Westwing Substation and finds them both to be acceptable inventory for use
as may be needed under the acts of deliberate destruction program or other
emergency or fa ilure  incidents . S ta ff a lso finds  tha t the  quantity of two
500/230 kV single phase transfonners requested for the acts of deliberate
destruction program is appropriate considering the possible exposure of this
class  of transformer on the  APS system. It is  a lso noted that APS shares
ownership of these  500/230 kV transfonners  with Wes te rn Area  Power
Administration and Salt River Project. These co~owners are in agreement
with the  use  of these  transformers  as  spares  under the  acts  of delibera te
destruction program. The  AP S  ne t book va lue s  for the  re s pe ctive
transformers are $201,656 and $740,004. Both units are presently stored on
site as spares ready for future use as required.

23
k)

24

25

26

Staff has  inspected the  s ingle  345/230 kV three-phase  transformer a t P innacle
P e a k S ubs ta tion a nd finds  it to be  a cce pta ble  inve ntory for us e  a s  ma y be
ne e de d unde r the  a cts  of de libe ra te  de s truction progra m or othe r loca lize d
e me rge ncy or fa ilure  incide nts . S ta ff a ls o finds  tha t the  qua ntity of one
345/230 kV tra ns forme r re que s te d for the  a cts  of de libe ra te  de s truction
progra m is  a ppropria te  cons ide ring the  re duce d e xposure  in numbe r of this

27

28 1 Pg. 23 of July 18, 2006 EEl Spare Transformer Sharing Agreement.

De cis ion No. 69670
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1

2

3

class  of transformer on the  APS system as  compared to the  500/230 kV class .
It is  a lso noted tha t APS owns 100 percent of this  345/230 kV transformer and
it ha s  a  ne t book va lue  of $253,536. The  unit is  pre s e ntly on s ite  a nd in
se rvice , howe ve r, it is  to be  re pla ce d by June  l, 2007, a t which time  it would
become available  as a  spare  ready for future  use  as required.

4
1)

5

6

7

8

9

10

11

12

S ta ff ha s  not ins pe cte d the  four 230/69 kV tra ns forme rs  re que s te d in this
Applica tion a s  the  s tudy for this  re quire me nt is  ongoing. The  use  of 230/69
kV tra ns forme rs  on the  AP S  s ys te m is  wide s pre a d a nd the re  a re  multiple
a va ila ble  spa re s  to ha ndle  pre vious ly e xpe cte d continge ncie s . It is  e xpe cte d
th a t a  re q u ire me n t o f fo u r 2 3 0 /6 9  kV tra n s fo rme rs  will s a tis fy AP S '
obliga tion for th is  volta ge  cla s s  unde r the  a cts  of de libe ra te  de s truction
ca te gory a nd tha t this  commitme nt ca n be  ma de  from the  a va ila ble  s pa re
inve ntory. It  is  n o te d  th a t AP S  o wn s  1 0 0  p e rc e n t o f a ll 2 3 0 /6 9  kV
tra ns forme rs  on its  s ys te m. The  four tra ns forme rs  a re  booke d a s  inve ntory
a nd the re fore  do not ca rry a  ne t book va lue . The  tra ns forme rs  do ca rry a n
inve ntory va lue  e qua l to  the ir ind ividua l o rig ina l cos t. The  two 55  MVA
tra ns forme rs  ide n tifie d  a s  ca ndida te s  for the  S ha ring  Agre e me nt ha ve
inve ntory va lue s  of $114,654 a nd $144,248. The  two 188 MVA tra ns forme rs
ide ntifie d a s  ca ndida te s  for the  Sha ring Agre e me nt ha ve  inve ntory va lue s  of
$1,565,450 and $1,152,150

13

14
m) The  S ha ring Agre e me nt indica te s  s imila r utility pa rticipa tion throughout the

continenta l United S ta tes .

1 5

1 6

H)

17

18

19

20

Sta ff recognizes  tha t the  transformers  identified a t this  time  as  candida te s  for
the  Sharing Agreement a re  subject to change  over time  due  to usage  by APS,
sa le  to othe rs , fa ilure , re tirement, and othe r poss ible  factors . Pa rticipa tion in a
pa rticula r volta ge  cla s s  re quire s  commitme nt of a  pre s cribe d tota l ca pa city
(MVA) of tra ns forme rs , not s pe cifica lly ide ntifie d units . The  de te rmining
factor for the  transformers  in the  Sharing Agreement for each voltage  cla ss  is
the  minimum MVA re quire d by EEl in tha t volta ge  cla s s  which is  de te rmine d
by the  tota l EEl re quire me nt divide d by the  numbe r of pa rticipa nts . As
pa rticipa tion in the  S ha ring Agre e me nt incre a se s , the  MVA re quire me nt for
each utility to participa te  decreases .

21

22

23

o) The  sa le  of any transformers  under this  Sharing Agreement is  not intended to
produce  a  profit for the  se lle r and, the re fore , a ll sa le s  a re  priced a t e ithe r the
s e lle r's  d e p re c ia te d  b o o k co s t o r th e  ma rke t p rice  fo r a  re p la ce me n t
transformer, a t the  se lle r's  option, plus  expenses of the  transaction.

24

25

26

Sta ff supports  the  concepts  of the  Sharing Agreement and APS ' pa rticipa tion in the

program. APS bene fits  in this  program as  do othe r pa rticipants  by increas ing the ir ava ilable  s tock

of h igh  vo lta ge  tra ns fo rme rs  to  re s to re  s e rvice  fo llowing  a c ts  o f de libe ra te  de s truc tion .

Additiona lly, the  ris k o f ove r committing  AP S  s ys te m s pa re  tra ns fo rme rs  in  th is  S ha ring
27

28

7.

De cis ion No. 69670
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1

3

4

5

6

7

8

9

1 1

12

Agre e me nt progra m in lie u of its  own e me rge ncy ne e ds  or une xpe cte d continge ncie s  ha s  be e n

2 adequa te ly addressed through the  "Permitted Disposition" provis ion of the  Sharing Agreement.

8. S ta ff has  recommended tha t the  Commiss ion grant APS approva l to ente r into and

pa rticipa te  in the  EEl Spa re  Trans former Sha ring Agreement in the  500/230 kV voltage  ca tegory,

the  345/230 kV volta ge  ca te gory, a nd the  230/69 kV volta ge  ca te gory. P a rticipa tion will occur

a fte r the  EEl requirement is  decreased to 931 MVA in the  500/230 kV voltage  ca tegory, 600 MVA

in the  345/230 kV voltage  ca tegory, and 486 MVA in the  230/69 kV voltage  ca tegory.

9. S ta ff ha s  furthe r re comme nde d tha t AP S  be  a llowe d to s e ll not more  tha n two

500/345 kV trans formers  tota ling a  maximum of 931 MVA to mee t its  commitment in the  500/345

10 kV voltage  ca tegory, not more  than one  345/230 kV trans former tota ling a  maximum of 600 MVA

to me e t its  commitme nt in the  345/230 kV volta ge  ca te gory, a nd not more  tha n four 230/69 kV

tra ns forme rs  tota ling a  ma ximum of 486 MVA to me e t its  commitme nt in the  230/69 kV volta ge

ca te gory, a ll subj e t to the  following condition:13

14 •

15

16

The  Compa ny should tile  re ports  pursua nt to this  EEl S pa re  Tra ns forme r S ha ring

Agre e me nt with Docke t Control within s ixty da ys  of a ny tra nsa ction summa rizing

e a ch tra ns fe r, s a le , mortga ge , le a se , or a s s ignme nt e nte re d into pursua nt to Mis

orde r.17

18

19

20

11. Sa le  of a  Portion  of Round Va lley

10. APS owns  and ope ra te s  die  Round Va lley Subs ta tion in Coconino County, Arizona

21 a nd provide s  tra ns mis s ion s e rvice s  to S outhwe s t Tra ns mis s ion Coope ra tive  ("S WTC") utilizing

22 e le ctric fa cilitie s  in  th is  s ubs ta tion unde r AP S ' Ope n Acce s s  Tra ns mis s ion Ta riff ("OATT").

23 SWTC se rves  Mohave  Electric Coope ra tive  ("MEC"), one  of its  dis tribution coope ra tive s , through

24 AP S ' Round Va lle y S ubs ta tion's  e le ctric fa cilitie s . S WTC de s ire s  to e xtrica te  its e lf from the  cos t

25 of this  AP S  tra ns mis s ion s e rvice  through purcha s ing the  re quis ite  portion of the  Round Va lle y

26 Substa tion and assuming the  associa ted future  operations, maintenance and other obligations of the

27 fa cility. The  sa le  price  of the  a gre e d on 50 pe rce nt owne rship inte re s t in the  fa cility is  $450,900,

28 and the  APS subs ta tion would become  a  joint-use  facility with APS and SWTC equa lly sha ring in

Decis ion No . 69670
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1 die  ongoing cos t of the  fa cility. As  a  joint us e  fa cility, S WTC will no longe r be  s ubje ct to AP S '

2 OATT.

3 11. S ta ff ha s  re vie we d the  pa rticula rs  of the  Applica tion with re ga rd to the  S a le  of a

4 Portion of Round Valley Substa tion and has  made  the  following obsewationsz

5 a)

6

7

The  Round Va lley Subs ta tion pre sently conta ins  the  230 kV facilitie s  of APS
a nd We s te rn Are a  P owe r Adminis tra tion ("WAP A") with a n a dja ce nt 230/69
kV fa c ility o wn e d  b y ME C . Th e  WAP A a n d  MEC fa c ilitie s  a re  b o th
e lectrica lly connected to the  APS  equipment and ope ra te  toge the r, howeve r,
the  fa cilitie s  of a ll thre e  e ntitie s  a re  ide ntifia ble  a nd dis tinct e xce pt for some
minor commona lity in the  control house  which is  sha red by APS and WAPA.8

9

10

b)

11

The  APS portion of the  Subs ta tion is  comprised of one  230 kV 1,200 amp oil
circuit bre a ke r, thre e  230 kV a ir switche s , rigid a nd s tra in bus , s te e l support
s tructures , pote ntia l devices , con tro l hous e with  re la y p a n e ls and
communica tion inte rfa ce , founda tions , a nd va rious  othe r a ncilla ry de vice s  to
s upport the  ope ra tion of the  fa cility. The  la nd for the  S ubs ta tion is  le a s e d.
The  APS Substa tion portion of the  yard was placed in se rvice  in 1958.12

13 c)
1 4

The  s a le  price  a nd pe rce nt owne rs hip of a  s ufficie nt portion of the  AP S
facility by SWTC to nega te  the  APS OATT was  de rived through a  negotia ted
se ttlement of offe red and counte r-offe red sa le s  prices  and ongoing obliga tion
costs .

d) The  s a le  price  of 50 pe rce nt of the  fa cility a t $450,900 a nd the  divis ion of
future  obliga tions , including the  land lease  (50 percent to APS and 50 percent
to S WTC), we re  de rive d through the  ne gotia tion proce ss  be twe e n AP S  a nd
S WTC.

1 5

1 6

1 7

1 8

1 9

2 0

e)

21

22

APS would a pply the  $450,900 sa le  price  to re duce  tota l de pre cia tion which
will be ne fit APS  cus tome rs  by re ducing the  ra te  ba se  corre spondingly. Ra te
ba se  is  dire ctly proportiona l to the  utility's  ne t a s s e t va lue , whe re  ne t a s s e t
va lue  is  the  origina l cos t of plant le ss  deprecia tion. In this  case , the  $450,900
s a le  price  is  cre dite d to Fe de ra l Ene rgy Re gula tory Commis s ion ("FERC")
Account 108 (accumula ted deprecia tion), the reby increas ing the  deprecia tion
account and reducing the rate  base.

23
D

24

25

Also, the  50 pe rce nt obliga tion to SWTC for future  ope ra tions , ma inte na nce
a nd la nd le a s e  cos t will be ne fit AP S  cus tome rs . The s e  be ne fits  to AP S
cus tome rs  will be  offse t (more  or le s s ) by the  re duction in tra nsmiss ion ta riff
cost no longer rece ived by APS.

26
8)

27

28

S WTC will no longe r be  re quire d to pa y the  AP S  OATT of a pproxima te ly
$137,000 a nnua lly whe n the  s a le  is  comple te d. This  a mount would  be
a lloca ted to wholesa le  (FERC) se rvice  for ra temaking purposes  and would not
impa ct re ta il ra te s . This  a nnua l pa yme nt los s  wa s  like ly ine vita ble  e ithe r
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l m

1 through litiga tion or through S WTC comple te ly bypa ss ing the  Round Va lle y
Substa tion, both options  of which were  under review by SWTC.

2

3 h )

4

5

Staff has  inspected the  facility and de tennined tha t APS ' representa tion of the
fa cilitie s  in function is  a ccura te . Additiona lly, the  fa cilitie s  we re  in pla ce  with
cons ide ra tion for good enginee ring des ign and practice . S ta ff did point out
two issues of concern to APS which subsequently were  adequate ly addressed.
They were :

6

7

8

A s pa re  s te e l s tructure  a pproxima te ly 10 fe e t ta ll wa s  s tore d ve rtica lly
a ga ins t the  a ctive  s tructure  s upporting  the  230 kV bus  a nd a ncilla ry
de vice s . AP S  re vie we d the  s itua tion a nd a dvise d it did not vie w this  a s  a
sa fe ty or re liability concern, however, the  spare  s tructure  was  moved away
from the  a ctive  s tructure  a nd s tore d horizonta lly. S ta ff be lie ve s  this  wa s
the  proper action.9

10

11

12

1 3

14

1 5

Oil conta inme nt for the  thre e  oil fille d bre a ke rs  wa s  la cking. S ta ff noted
th is  a p p e a re d  in c o n s is te n t with  o th e r AP S  in s ta lla tio n s  a n d  wa s
que s tiona ble  e s pe cia lly with the  downwa rd s lope  of the  s ubs ta tion pa d
a ppe a ring to be  we ll in e xce s s  of one  pe rce nt (the re by e xa ce rba ting the
flow of oil off the  s ite ). AP S  re vie we d this  fa cility a nd a dvis e d tha t the
s ite  wa s  not s ubje ct to S pill P re ve ntion, Control a nd Counte nne a s ure
("S P CC") re gula tions  a s  promulga te d by the  Environme nta l P rote ction
Agency. APS ' compute r mode ling de te rmined the re  was  no environmenta l
impa ct for a n oil le a k a t this  loca tion cons ide ring the  oil volume  a va ila ble
and topography of the  area . Staff considers this response acceptable .

16
1 2 .

17

18

19

20

2 1

22

23

24

25

26

27

APS indica te d to S ta ff tha t the  a pproxima te  ra te  pa id by SWTC unde r the  origina l

1974 contra ct wa s  $30,408 a nnua lly. Unde r the  curre nt OATT ra te , S WTC pa ys  a pproxima te ly

$137,000 a nnua lly. According to AP S , S WTC ha s  cons ide re d "building a round" the  Round

Va lle y Subs ta tion to a void the  OATT ta riff by ins ta lling its  own fa cilitie s  ne a r Round Va lle y.

13. S ta ff be lie ve s  s uch a n a lte rna tive  could be  duplica tive  in na ture  a nd would be  a

h ighe r cos t s o lu tion  to  the  h igh  OATT ra te  p rob le m. S ta ff furthe r be lie ve s  tha t S WTC's

pa rticipa tion in the  Round Va lle y S ubs ta tion by purcha s ing 50 pe rce nt of the  fa cility, pa ying 50

percent of the  land lease  payment, and paying 50 percent of the  ongoing costs  of the  facility would

be  a  lower cost a lte rna tive  tha t could be  beneficia l to Arizona  ra tepayers .

14. S ta ff the re fore  supports  the  sa le  of 50 pe rce nt of the  Round Va lle y S ubs ta tion to

SWTC and a  sha ring agreement with SWTC to evenly sha re  the  ongoing opera tions  of the  facility

on a  50 percent APS 50 percent SWTC basis.
28
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1 15. Sta ff has recommended tha t the  Commiss ion grant APS approva l to se ll 50 pe rcent

2 of the  Round Va lley Subs ta tion to SWTC subject to the  following conditions :

a)3

4

The  sa le  price  for 50 pe rcent ownership of the  subs ta tion would be  $450,900
and the fu ll sale price wo u ld  b e cre dite d to APS accumulated
deprecia tion/sa lvage  (FERC Account 108).

5 b)
6

APS would ente r an Opera tions  and Maintenance  Agreement with SWTC for
a n e ve n cos t s ha ring of future  ope ra tions , ongoing la nd le a s e  pa yme nts ,
ma inte na nce , re pla ce me nts , upgra de s  a nd othe r se rvice s  in conne ction with
the  joint ownership of the  subs ta tion.7

8 III. Sa le  of the  Waddell Subs ta tion

19

20

9 16. AP S  de s ire s  to  s e ll the  prope rty it owns  a t Cotton  La ne  a nd  Ca c tus  Roa d  in  the

10 County of Ma ricopa  a nd the  City of S urpris e , Arizona  a nd which pre s e ntly conta ins  a n ope ra tiona l

l l dis tribution s ubs ta tion known a s  Wa dde ll S ubs ta tion. The  e xis ting s ite  is  s ubje ct to re ductions  in

12 s ize  due  to a n upcoming roa d wide ning, a nd it is  a lre a dy ina de qua te  to ha ndle  the  future  e le c tric

13 fa c ilitie s  ne e de d in this  growing a re a . It is  to  be  re pla ce d by a  ne w s ubs ta tion a t a  la rge r ne a rby

14 s ite . Onc e  the  ne w s ubs ta tion  is  bu ilt a nd  e ne rg ize d ,  AP S  wou ld  the n  re move  the  e le c tric a l

15 e quipme nt a t the  Wa dde ll S ubs ta tion a nd comple te  the  la nd tra ns fe r to the  ne w owne r, S uburba n

16 La nd Re s e rve , Inc.

17 17. S ta ff ha s  re vie we d  the  pa rtic u la rs  o f the  App lic a tion  with  re ga rd  to  the  S a le  o f

18 Wa dde ll S ubs ta tion a nd ha s  ma de  the  following obs e rva tions :

a) The  Wa dde ll S ubs ta tion ha s  a  ca pa city of 30 MVA a nd is  s upplie d by one
incoming 69 kV fe e de r a nd ha s  thre e  outgoing 13 kV fe e de rs . The  e le ctrica l
facilities  and land a re  100 percent owned by APS.

2 1

22
b)

23

24

25

26

27

Th e  e le c tric a l e q u ip m e n t o n  th e  s ite  is  c o m p ris e d  o f two  2 0  MVA
tra ns forme rs , thre e  13 kV bre a ke rs , va rious  13 kV a nd 69 kV a ir s witche s ,
rigid a nd s tra in bus , wood s tructure s  a nd s te e l s tructure s  on pe rma ne nt
founda tions  a nd te mpora ry s upports , e quipme nt founda tions , re la y a nd
communica tion inte rfa ce , a nd va rious  othe r a ncilla ry de vice s  to support the
opera tion of the  facility. The  Subs ta tion and most of the  active  equipment a re
in e xce ss  of 30 ye a rs  old with the  e xce ption of one  20 MVA tra ns forme r a nd
associa ted equipment which a re  le ss  than 30 yea rs  old. The  equipment le ss
than 30 yea rs  old is  gene ra lly sa lvageable  and suitable  for use  e lsewhere  on
the  AP S  s ys te m. The  e quipme nt olde r tha n 30 ye a rs , with the  pos s ible
exception of the  20 MVA transformer, is  not genera lly sa lvageable .

28

69670
De cis ion No.



Page 10 Docke t No. E-01345A-06-0770

1 c)

2

3

4

The  Wa dde ll Subs ta tion ha s  a  re la tive ly sma ll footprint for a  subs ta tion (107
fe e t by 183 fe e t), a nd the  s ite  s ize  is  be ing diminis he d by roa d wide ning
which will reduce  its  dimens ions  to 107 fee t by 118 fee t. This  reduced s ize  of
the  s ite  is  not a de qua te  for the  pre se nt 30 MW ca pa city of the  s ta tion a nd is
not capable  of supporting the  capacity increases  necessary with expected load
growth. S ta ff be lieves  it is  appropria te  to incorpora te  the  Wadde ll Subs ta tion
capacity into a  new and expandable  nearby facility as  APS plans .

5

6
d)

7

8

The  ne w subs ta tion s ite  re pla cing Wa dde ll S ubs ta tion is  a pproxima te ly one
mile  from the  Wa dde ll S ubs ta tion  a nd  is  we ll pos itione d  to  ha nd le  the
incre a s ing loa d of this  de ve loping a re a . It a ls o ha s  a  s ignifica ntly la rge r
footprint (320 fe e t by 265 fe e t) to  a ccommoda te  incre a s e d fa cilitie s  for
gre a te r ca pa city. The  ne w subs ta tion s ite  re fe rre d to a s  the  "S a riva l S ite " is
be ing procure d by APS  from the  buye r of the  Wa dde ll Subs ta tion S ite , SLR,
and both transactions are  contained in the same agreement.9

10 e)
1 1

Staff has  inspected the  facility and de te rmined tha t APS ' representa tion of the
fa c ilitie s  in  function  is  a ccura te . Ad d itio n a lly,  th e  fa c ilitie s  with  th e
cons ide ra tion  no te d  be low we re  in  p la ce  with  cons ide ra tion  fo r good
engineering design and practice .1 2

1 3

1 4

1 5

1 6

Va rious  s te e l s tructure s  s upporting ins ula tors , bus , s witche s  a nd othe r
ancilla ry devices  a re  mounted on temporary s tee l pla tes  in lieu of s tandard
concre te  founda tions . These  s tructure s  a re  gene ra lly a ssocia ted with the
recent addition of the  newer 20 MVA transformer and its  a ssocia ted 69 kV
supply a nd 13 kV outgoing fe e de r. Cons ide ring the  short-te rm na ture  of
this  ins ta lla tion, S ta ff does  not object to this  type  of construction as  long as
all applicable  standards and codes are  met.

1 7

1 8
D

19

20

21

The  sa le  price  for the  Wadde ll Subs ta tion s ite  is  based on appra ised va lue  of
s imila r s ite s  and is  approxima te ly $5.00 pe r squa re  foot adjus ted for this  s ite .
S ta ff ha s  re vie we d a ppra isa ls  provide d by AP S  a nd concurs  with the  $5.00
pe r s qua re  foot de te rmina tion. The  re s u lta n t s a le  p rice  o f $63 ,235  is
commensura te  with the  reduced s ite  s ize  due  to road widening (12,626 square
fe e t). The  purcha s e  of the  ne w "S a riva l S ite " from S LR is  s imila rly ba s e d
upon a  purchase  price  of approximate ly $5.00 per square  foot.

22
18. S ta ff is  in concurre nce  with AP S ' s a le  of the  Wa dde ll S ubs ta tion s ite  to S LR a nd

23 the  associa ted procurement of a  new s ite  and construction of a  new replacement substa tion in the

24
area.

25

26

27

28

19. S ta ff has  recommended tha t the  Commission grant APS approva l to se ll to SLR the

land conta ining the  Wadde ll Subs ta tion, loca ted a t Cotton and Cactus  Lane  in the  Phoenix Wes t

Va lley, subject to the  following conditions  :

a ) The  sa le  price  of the  land for the  s ite  would be  $63,235.
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1 b)

2

The  de commis s ioning of e le ctrica l s e rvice  a t Wa dde ll S ubs ta tion would be
coord ina te d  with  the  cons truc tion  a nd  commis s ion ing  o f the  ne w a re a
substa tion such tha t no inten'uptions  in cus tomer e lectric se rvice  would occur.

3

4

c) The  a fte r ta x loss  of $12,691 a ssocia te d with this  tra nsa ction would be  cre dite d
a ga ins t a fte r ta x ga ins . The  ne t ga in/los s  on the  s a le  of this  a s s e t would be
equally shared between ratepayers and shareholders.

5

Iv . P re -Approva l fo r Qua lifying  Tra ns a c tions
6

20.
7

8

9

AP S  re que s ts  pre -a pprova l from the  Commis s ion to tra ns fe r, s e ll, mortga ge , or

le a se  use d a nd use ful prope rty without firs t s e curing a n orde r from the  Commiss ion a uthorizing

each specific transaction. APS proposes  tha t the  pre -approva l be  subject to ce rta in conditions  and

limita tions :
1 0

a)
1 1

The  tra ns fe r p rice  o r tra ns a c tion  p rice  fo r ind ividua l tra ns fe rs ,  s a le s ,
mortgages or leases would be limited to 8`>l,000,000.

1 2 b) The  Compa ny would  re port in fo rma tion  s umma riz ing  e a ch  tra ns a ction
ente red into under the  pre -approva l semi-annua lly.1 3

1 4 <=)

1 5

1 6

The  ne t ga in on s uch tra ns fe rs , s a le s , or mortga ge s  would be  e ve nly s plit
be twe e n AP S  sha re holde rs  a nd ra te pa ye rs  with the  ra te pa ye r portion to be
credited to an account accruing inte res t a t the  same ra te  as  customer deposits
for use  to bene fit ra tepayers  e ithe r by a  direct re fund or by expenditure  of the
funds  for programs to directly benefit ra tepayers .

1 7

1 8
21.

1 9

20

2 1

22

23

24

25

26

The  re que s te d pre -a pprova l would a pply to tra ns fe rs , s a le s , le a se s , or mortga ge s

AP S ' pre s cribe d conditions  a nd limita tions , tha t is , tra ns a ctions  not e xce e ding $1,000,000

involving us e d a nd us e ful pla nt a nd othe r prope rty. Tra ns a ctions  tha t fa ll within the  s ta tutory

requirements  for Commiss ion approva l and exceed $1,000,000 would continue  to require  specific

Commiss ion approva l on a  ca se -by-case  bas is . Sa le s  or othe r transactions  involving prope rty not

ne ce s s a ry fo r the  pe rforma nce  o f AP S ' du tie s  to  the  pub lic  would  con tinue  to  re qu ire  no

Commiss ion approva l.

APS sta tes that the  benefits  and advantages of the  proposed pre-approval include:

a)

22.

27
P re -a pprova l will fa cilita te  the  Compa ny's  a bility to  re s pond to cha nging
needs and to maximize  efficient use  of asse ts .

28
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1 b)

2

P re -a pprova l will e na ble  the  Compa ny to a ct ra pidly to ta ke  a dva nta ge  of
opportunitie s  tha t ma y not re ma in a va ila ble  for the  time  re quire d to obta in
specific Commiss ion approva l.

3
<=) Pre-approva l should reduce  the  adminis tra tive  burden on the  Commiss ion and

the  Company.4

5 d)
6

P re -a pprova l should minimize  the  tra nsa ction cos ts  involve d in dispos ing of
prope rtie s  a nd fa cilita te  the  Compa ny's  a bility to move  forwa rd in a  time ly
manner.

7
23.

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27

Sta ff reviewed APS ' proposa l and inves tiga ted the  lega l, procedura l, and economic

ra mifica tions  of the  re que s te d pre -a pprova l. S ta ff s ought informa tion to he lp it to  de te rmine

whe the r Commis s ion pre -a pprova l would s a tis fy public s e rvice  corpora tion obliga tions  unde r

lease , a ss ign, mortgage  or othe rwise  dispose  of or encumber plant or othe r property necessa ry or

use ful in the  pe rforma nce  of its  dutie s  to the  public, to firs t obta in a n orde r Hom the  Commiss ion

granting it authority to do so.

24. In its  re vie w, S ta ff de te rmine d tha t a  s imila r ca s e  involving the  gra nting of pre -

a pprova l ha d be e n orde re d whe n the  Commis s ion gra nte d AP S  pre -a pprova l for qua lifying

1997, a s  amended by Decis ion No. 61708, May 13, 1999. P re -approva l was  granted unde r these

decis ions  for ce rta in individua l transactions  not exceeding $500,000. Additiona l conditions  on the

pre -a pprova l gra nte d unde r the se  de cis ions  se t a n a nnua l ca p for pre -a pprove d tra nsa ctions  a t

$5,000,000 per ca lendar year, a fter which a ll subsequent transactions that year exceeding $100,000

require  specific Commiss ion approva l. The  pre -approva l granted in these  decis ions  is  s till in force ,

a nd it a ppe a rs  tha t it might ha ve  be e n us e d by AP S  to me e t its  s ta tutory obliga tion to obta in

Commis s ion a pprova l for the  s a le s  re que s te d in  Ite ms  II a nd III of th is  Applica tion if thos e

de cis ions  ha d be e n inte rpre te d broa dly. Howe ve r, inte rpre ta tions  ha ve  va rie d re ga rding whe the r

the  pre -approva l granted in Decis ion No. 60481, a s  amended by Decis ion No. 61708, applie s  only

to qua lifying s tree t lighting equipment or if it applie s  gene ra lly to a ll types  of plant and othe r used

and useful property.

28
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1 25.

3

5

6

7

8

9

1 0

1 1

In dis cus s ions  with S ta ff, AP S  s ta te d tha t it include d Ite m W in its  Applica tion to

2 obta in an orde r from the  Commiss ion granting the  Company pre -approva l authority for a ll types  of

qua lifying pla nt a nd othe r prope rty, not jus t s tre e t lighting pla nt a nd e quipme nt. AP S  is  a ls o

4 propos ing to increase  the  cap on individua l qua lifying transactions  from $500,000 to $l,000,000.

26. It is  not a nticipa te d tha t a  high volume  of s a le s  or othe r tra ns a ctions  would ta ke

place  unde r APS ' proposed pre -approva l, if granted. Indeed, only 12 transactions  were  comple ted

unde r the  pre -a pprova l gra nte d in De cis ion No. 60481 from Nove mbe r 1997 to da te , a nd a ll but

two of those  tra nsa ctions  we re  for the  sa le  of s tre e tlighting sys te ms . Othe r tha n the  ite ms  in the

ins tant Applica tion, APS  has  made  only one  othe r individua l reques t for approva l for sa le  of used

a nd us e ful prope rty in the  pa s t five  ye a rs . Tra ns a ctions  tha t ma y qua lify for the  re que s te d pre -

a pprova l ofte n involve  the  sa le  of sma lle r outgrown fa cilitie s  to move  to la rge r fa cilitie s  a nd ma y

12 include  the  following, for e xa mple :

1 3

1 4

Sale  of a  service  center building and land parce l
Sa le  of a  communica tions s ite
Sa le  of a  small portion of a  transmiss ion line
Sale  of a  pole  yard or other work or s torage  s ite

1 5

1 6 27. The Company is  proposing to utilize  some of the  same procedures and accounts  tha t

17 we re  us e d  to  imple me nt De cis ion  No. 60481  a nd  its  a me ndme nts  in  De cis ion  No. 61708

(Applica tion p. 6, ite ms  b a nd c). Afte r re vie wing AP S ' pre -a pprova l re que s t, S ta ff vie ws  it a s  a

reques t to ga in pre -approva l for transactions  involving a ll types  of qua lifying used and use ful plant

1 8

1 9

20 and equipment and to ra ise  the  individual transaction cap to $1,000,000.

28.2 1 S ta ff a gre e s  tha t it could be  a dva nta ge ous  to gra nt AP S  pre -a pprova l for ce rta in

22 sma lle r qua lifying transactions . Indeed, in a  rapidly growing se rvice  te rritory, APS must be  able  to

re s pond to  cha nging ne e ds  a nd to  ta ke  a dva nta ge  of opportunitie s  quickly, e fficie ntly, a nd

24 e conomica lly. The  Ite m III Wa dde ll S ubs ta tion s ce na rio, for e xa mple , is  like ly to re cur in the

23

25 future . This  is  a  s itua tion where  a  small rura l subs ta tion is  no longer of adequa te  capacity to se rve

26 a n a re a  tha t ha s  tra ns forme d from fa rm la nd into a  de ve lope d re s ide ntia l/comme rcia l a re a . S ta ff

28

27 re cognize s  tha t pre -a pprova l could he lp to minimize  tra ns a ction cos ts  involve d in dis pos ing of

s ome  s ma lle r prope rtie s  a nd fa cilitie s  a nd could the re fore  s a ve  ra te pa ye rs  mone y. S ta ff a lso
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1

2

3

4

6

8

9

1 1

1 3

14

1 5

1 6

1 7

1 8 30.

19

20

be lie ve s  tha t pre -a pprova l could re duce  a dminis tra tive  burde n on the  Commiss ion a nd a llow the

Commis s ion to e xpe nd its  time  on more  s ubs ta ntive  is s ue s . S ta ff is  curre ntly not a wa re  of a ny

disadvantages  to a llowing some form of pre -approva l for many smalle r transactions .

29. S ta ff e xa mine d the  te rms  a nd conditions  of the  pre -a pprova l gra nte d in De cis ion

5 No. 60481, a s  a me nde d by De cis ion No. 61708, a nd found the m to conta in s ome  a ppropria te

safeguards  and procedures  to ensure  tha t implementa tion of the  pre-approva l was reasonable , fa ir,

7 a nd e fficie nt. S ta ff e xa mine d the  $500,000 individua l tra ns a ction limita tion for pre -a pprova l

imposed in 1997 and cons ide rs  tha t it was  reasonable  a t tha t time . S ta ff a pplie d va rious  infla tion

indice s  to the  $500,000 individua l tra nsa ction ca p in 1997 a nd found tha t a  limit in the  ra nge  of

10 $600,000 - $800,000 would be  the  e quiva le nt le ve l toda y. S ta ff s imila rly re vie we d the  infla tion

e ffe ct on the  $5,000,000 e xis ting a nnua l ca p a nd the  lowe r $100,000 individua l tra nsa ction ca p

12 tha t becomes e ffective  a fte r the  annual maximum is  reached in a  ca lendar year. S ta ff be lieves tha t

additiona l benefits  would accrue  to ra tepayers , the  Commiss ion, and the  Company if pre -approva l

were  a llowed to apply to qua lifying transactions  involving othe r types  of used and use ful plant and

prope rty in  a ddition to  s tre e t lighting Howe ve r, be ca us e  the  pre -a pprova l would a pply to a

broa de r a rra y of us e d a nd us e ful a s s e ts , S ta ff be lie ve s  tha t a dditiona l conditions  on s uch pre -

approva l would be  appropria te .

S ta ff ha s  re commended tha t the  Commiss ion grant APS  pre~approva l to trans fe r,

se ll, mortgage , lease , a ss ign, or othe rwise  dispose  of or encumber, in whole  or in pa rt, tangible  or

22 conditions  a nd limita tions :

21

23 a) Individual transfers , sa les , mortgages, leases , or assignments  sha ll not exceed
a per transaction cap of $750,000.

24

25 b) Logica l tra ns a ctions  s ha ll not be  dis a ggre ga te d into s e pa ra te  compone nt
transactions  for the  purpose  of a llowing them to fa ll under the  $750,000 cap.

26

27

28 2 The present benefits are derived from APS and customer shared transactions and held 'm account generally with a
balance less than $100,000 until a Commission approved disbursement.
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P a ge  15

1 c)

2

The  cumula tive  a mount of s uch tra ns fe rs , s a le s , mortga ge s , le a s e s , or
a s s ignme nts  s ha ll not e xce e d  $7 ,500,000 in  a ny s ingle  ye a r e xce pt a s
provide d for in condition/limita tion (4.) imme dia te ly following.

3
d)

4

Once  the  $7,500,000 accumula tion threshold is  reached in any ca lendar yea r,
a ll s ubs e que nt qua lifying  tra ns a ctions  e xce e d ing  $150 ,000  during  the
remainder of the  yea r would require  specific Commiss ion approva l.

5

6
@)

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

Fifty pe rce nt of the  ne t ga in on pre -a pprove d tra ns fe rs , s a le s , mortga ge s ,
le a s e s , or a s s ignme nts  s ha ll be  cre dite d to AP S  ra te pa ye rs  by pla cing the
ra tepayers ' portion of the  ga in in a  separa te  account tha t accrues interest a t the
same ra te  as  customer deposits . The  account to be  utilized in compliance  with
this  orde r s ha ll be  the  s a me  a ccount curre ntly utilize d for complia nce  with
De cis ion No. 60481 a s  a me nde d by De cis ion No, 61708. This  a ccount ha s
genera lly mainta ined ba lances  less  than $100,000 over the  las t four years . No
less  often than once  each two yea rs  on April 30 of even numbered yea rs , the
entire  amount in the  account, if $100,000 or grea te r, will be  e ithe r re funded to
cus tome rs  or u tilize d  by AP S  to  fund progra ms  tha t will d ire ctly be ne fit
customers  as  directed and approved by the  Commission. However, should the
a mount in the  a ccount re a ch $1.5 million e a rlie r tha n s ix months  prior to a n
April 30 disbursement da te , disbursement of the  entire  amount in the  account,
in the  manner described above , sha ll be  undertaken as  soon as  is  practicable .
Cus tome rs  re ce iving s e rvice  unde r s pe cia l contra cts  will not be  e ligible  to
re ce ive  such re funds . Any funds  curre ntly in  the  a ccount a s  a  re s u lt of
De cis ion No. 60481, a s  a me nde d by De cis ion No. 61708, s ha ll be  ca nte d
ove r, a dde d to a ny future  funds  pla ce d into the  a ccount, a nd subje ct to the
same disposition procedure  as described herein.

1 7 f)

1 8

1 9

Any tra ns fe rs , sa le s , mortga ge s , le a se s , or a ss ignme nts  tha t ma y dire ctly or
ind ire c tly e xe rt a  ne ga tive  impa ct on  the  s a fe ty, qua lity,  re lia b ility,  o r
economy of an APS cus tomer's  e lectric se rvice  a re  ine ligible  for pre -approva l
a nd will re quire  spe cific a pplica tions  for Commiss ion a pprova l on a  ca se -by-
case basis.

20

8)
2 1

22

23

24

25

26

The  Compa ny s ha ll file  in Docke t Control, qua rte rly re ports  s umma rizing
each trans fe r, sa le , mortgage , le a se , or a ss ignment ente red into pursuant to
th is  o rde r a nd  fu rthe r s ha ll s ta te  how e a ch  tra ns a c tion  complie s  with
condition/limita tion (6.) imme dia te ly a bove . This  re porting re quire me nt sha ll
be  me t by continuing the  re porting curre ntly be ing s ubmitte d  by AP S  in
complia nce  with De cis ion No. 60481, a s  a me nde d by De cis ion No. 61708,
replacing a rid supe rseding tha t requirement, and increa s ing the  frequency of
the  report to qua rte rly. The  qua rte rly report sha ll a lso summarize  APS ' use  of
any funds expended for programs to directly benefit customers  pursuant to the
condition/limita tion (5.) a bove . The s e  qua rte rly re ports , "Ca lcula tion of
Ga ins  on Utility P rope rty," s ha ll be  file d with Docke t Control on or be fore
March l, June  l, September 1, and December l of each yea r.27

28
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1

3

5

6

7

31.

2 but not within the  above  crite ria  (e .g. ove r $750,000 or ove r $150,000 a fte r the  $7,500,000 annua l

a ccumula tion thre shold is  re a che d), will continue  to re quire  spe cific a pplica tions  for a pprova l by

4 the Commission on a  case-by-case  basis.

32. Sta ff has  recommended tha t the  Commission reserve  the  option to impute  revenues

to AP S  in its  ne xt ra te  ca se  to the  e xte nt of a ny a nnua l ne t re ve nue  los s  re sulting from pla nt or

other property sa les  or other transactions under the  pre-approval granted here in.

CONCLUS IONS  OF LAW

APS is  ce rtifica ted to provide  e lectric se rvice  a s  a  public se rvice  corpora tion in the

8

9 1.

10 s ta te  of Arizona .

The  Commis s ion  ha s  ju ris d ic tion  ove r AP S  a nd  of the  s ubje ct ma tte r in  th is11 2.

12 Applica tion.

1 3

14

1 5

1 6

The  Commiss ion, having reviewed the  applica tion and S ta ff's  Memorandum da ted

J une  12, 2007, conclude s  tha t it is  in the  public inte re s t to a pprove  AP S ' pa rticipa tion in the

Transfonne r Sha ring Agreement, the  sa le  of a  portion of the  Round Va lley Subs ta tion, the  sa le  of

the  Waddell Substa tion s ite , and pre-approval for qualifying transactions, as  discussed here in.

QRDER17

18 IT IS  THEREFORE ORDERED tha t a pprova l for Arizona  P ublic S e rvice  Compa ny to

19 e nte r into a nd pa rticipa te  in the  EEl S pa re  Tra ns fonne r S ha ring Agre e me nt in the  500/230 kV

20 voltage  ca tegory, the  345/230 kV voltage  ca tegory, and the  230/69 kV voltage  ca tegory is  he reby

gra nte d, a nd P a rticipa tion will occur a fte r the  EEl re quire me nt is  de cre a s e d to 931 MVA in the

22 500/230 kV voltage  ca tegory, 600 MVA in the  345/230 kV voltage  ca tegory, and 486 MVA in the

2 1

23

24

25

26

27

230/69 k V voltage  ca tegory.

IT IS  FURTHER ORDERED tha t Arizona  P ublic S e rvice  Compa ny be  a llowe d to s e ll not

more  than two 500/345 kV trans formers  tota ling a  maximum of 931 MVA to mee t its  commitment

in  the  500/345 kV volta ge  ca te gory, not more  tha n  one  345/230 kV tra ns forme r to ta ling  a

maximum of 600 MVA to mee t its  commitment in the  345/230 kV voltage  ca tegory, and not more

28

3.
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1

2

3

4

5

6

7

tha n four 230/69 kV tra ns fonne rs  tota ling a  ma ximum of 486 MVA to me e t its  commitme nt in the

230/69 kV voltage  ca tegory, a ll subject to the  following condition:

Arizona  P ublic S e rvice  Compa ny s ha ll file  re ports  purs ua nt to  this  EEl S pa re

Tra ns forme r S ha ring Agre e me nt with  Docke t Control within  s ixty da ys  of a ny

transaction summarizing each transfer, sa le , mortgage , lease , or assignment entered

into pursuant to this  order.

IT IS  FURTHER ORDERED tha t a pp rova l to  s e ll 50  pe rce n t o f the  Round  Va lle y

Substa tion to SWTC is  he reby granted, subj e t to the  following conditions :

H) The  sa le  price  for 50 pe rce nt owne rship of the  subs ta tion sha ll be  $450,900
a nd the  Bill s a le  price  sha ll be  cre dite d to Arizona  P ublic S e rvice  Compa ny
accumula ted deprecia tion/sa lvage  (FERC Account 108).

8

9

10

11

12

13

b) Arizona  Public Se rvice  Company sha ll ente r an Opera tions  and Maintenance
Agreement with SWTC for an even cos t sha ring of future  opera tions , ongoing
land lease  payments, maintenance, replacements, upgrades and other services
in connection with the  joint ownership of the  subs ta tion.

14

15

IT IS  FURTHER ORDERED tha t a pprova l for Arizona  P ublic S e rvice  Compa ny to s e ll to

SLR the  land conta ining the  Waddell Substa tion, loca ted a t Cotton and Cactus Lane  in the  Phoenix

16 West Va lley, is  he reby granted, subj e t to the  following conditions  :

17 a ) The  sa le  price  of the  land for the  s ite  sha ll be  $63,235.

18

19

20

b) The  de commis s ioning of e le ctrica l s e rvice  a t Wa dde ll S ubs ta tion s ha ll be
coord ina te d  with  the  cons truction  a nd  commis s ion ing  of the  ne w a re a
substa tion such tha t no unreasonable  inte rruptions in customer e lectric se rvice
will occur.

2 1

22

c) The  a fte r tax loss  of $12,691 associa ted with this  transaction sha ll be  credited
a ga ins t a fte r ta x ga ins . The  ne t ga in/los s  on the  s a le  of this  a s s e t s ha ll be
equally shared between ratepayers and shareholders.

23 IT IS  FURTHER ORDERED tha t pre -a pprova l for Arizona  P ublic S e rvice  Compa ny to

24 tra ns fe r, s e ll, mortga ge , le a se , a s s ign, or othe rwise  dispose  of or e ncumbe r, in whole  or in pa rt,

25

26

27 subj e t to the  following conditions  a nd limita tions :

28
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I

1 a) Individua l transfe rs , sa les , mortgages , leases , or ass ignments  sha ll not exceed
a  per transaction cap of $750,000.

2

3
b) Logica l tra ns a ctions  s ha ll not be  dis a ggre ga te d into s e pa ra te  compone nt

transactions for the  purpose  of a llowing them to fa ll under the  $750,000 cap .

4
C)

5

The  cumula tive  a mount of s uch tra ns fe rs , s a le s , mortga ge s , le a s e s , or
a s s ignme nts  s ha ll not e xce e d $7 ,500,000 in  a ny s ingle  ye a r e xce pt a s
provide d for in condition/limita tion (d.) imme dia te ly following.

6

7 d) Once  the  $7,500,000 accumula tion threshold is  reached in any ca lendar year,
a ll s ubs e que nt qua lifying  tra ns a ctions  e xce e ding  $150 ,000  during  the
remainder of the  yea r would require  specific Commiss ion approva l.8

9 e)
1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

Fifty pe rce nt of the  ne t ga in on pre -a pprove d tra ns fe rs , s a le s , mortga ge s ,
le a s e s , or a s s ignme nts  s ha ll be  cre dite d to AP S  ra te pa ye rs  by pla cing the
ra tepayers ' portion of the  ga in in a  separa te  account tha t accrues interest a t the
same ra te  as  customer deposits . The  account to be  utilized in compliance  with
this  orde r s ha ll be  the  s a me  a ccount curre ntly utilize d for complia nce  with
De cis ion No. 60481 a s  a me nde d by De cis ion No. 61708. No le s s  ofte n tha n
once  each two years  on April 30 of even numbered years , the  entire  amount in
the  a ccount, if $100,000 or gre a te r, will be  e ithe r re funde d to cus tome rs  or
utilize d by AP S  to  fund progra ms  tha t will d ire ctly be ne fit cus tome rs  a s
dire cte d a nd a pprove d by the  Commiss ion. Howe ve r, should the  a mount in
the  a ccount re a ch $1.5 million e a rlie r tha n s ix months  prior to a n April 30
disburse me nt da te , disburse me nt of the  e ntire  a mount in the  a ccount, in the
ma nne r de s cribe d a bove , s ha ll be  unde rta ke n a s  s oon a s  is  pra ctica ble .
Cus tome rs  re ce iving s e rvice  unde r s pe cia l contra cts  will not be  e ligible  to
re ce ive  such re funds . Any fLlnds  curre ntly in  the  a ccount a s  a  re s ult of
De cis ion No. 60481, a s  a me nde d by De cis ion No. 61708, s ha ll be  ca rrie d
ove r, added to a ny future  funds  pla ce d into the  a ccount, a nd subje ct to the
same disposition procedure  as described herein.

1 9

20 D

21

22

Any trans fe rs , sa le s , mortgages , le a se s , or a ss ignments  tha t may directly or
ind ire c tly e xe rt a  ne ga tive  impa ct on  the  s a fe ty, qua lity,  re lia b ility,  o r
economy of an APS cus tomer's  e lectn'c se rvice  a re  ine ligible  for pre -approva l
and will require  specific applica tions  for Commiss ion approva l on a  ca se -by~
case basis.

23
8)

24

25

26

27

28

The  Compa ny s ha ll file  in Docke t Control, qua rte rly re ports  s umma rizing
each trans fe r, sa le , mortgage , le a se , or a ss ignment ente red into pursuant to
th is  o rde r a nd  fu rthe r s ha ll s ta te  how e a ch  tra ns a c tion  complie s  with
condition/limita tion (f.) imme dia te ly a bove . This  re porting re quire me nt sha ll
be  me t by continuing the  re porting curre ntly be ing s ubmitte d  by AP S  in
complia nce  with De cis ion No. 60481, a s  a me nde d by De cis ion No. 61708,
replacing and supe rseding tha t requirement, and increas ing the  frequency of
the  report to qua rte rly. The  qua rte rly report sha ll a lso summarize  APS ' use  of
any funds expended for programs to directly benefit customers pursuant to the
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condition/limita tion (e .) a bove . The s e  qua rte rly re ports , "Ca lcula tion of
Ga ins  on Utility P rope rty," s ha ll be  file d with Docke t Control on or be fore
March l, June  l, September 1, and December l of each yea r.

IT IS  FURTHER ORDERED tha t the  Commis s ion  s ha ll re s e rve  the  option  to  impute

re ve nue s  to Arizona  Public Se rvice  Compa ny in its  ne xt ra te  ca s e  to the  e xte nt of a ny a nnua l ne t

re ve nue  los s  re s ulting from pla nt or othe r prope rty s a le s  or othe r tra ns a ctions  unde r the  pre -

approval granted here in.

IT IS  FURTHER ORDERED tha t th is  Orde r s ha ll no t b ind  the  Commis s ion  to  a ny

particula r ra te  making trea tment of a  transaction tha t qua lifie s  for pre -approva l.

IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

BY THE  O RDE R O F  THE  ARIZO NA CO RP O RATIO N CO MMIS S IO N

1
I

COMMIS S IONER

I

COMMIS S IO
Z '

9<5i9q41's§io\1ER

IN WITNES S  WHEREOF, I BRIAN c. McNEIL, Exe cutive
Dire c to r o f the  Arizona  Corpora tion  Commis s ion , ha ve
he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of this

Phoenix, this t 9 2 *" <1 a y o f \_ i ( 2
Commis s ion to be  a ffixe d a t the  Ca pitol in the  City of

,2007.
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1

2

S ERVICE LIS T FOR: Arizona  P ublic S e rvice  Compa ny
DOCKET NO. E-01345A-06-0770

3

4

5

6

Mr. Robe rt J . Me tli
S ne ll & Wilme r
One  Arizona  Cente r
400 East Van Buren
Phoe nix, AZ 85004-2202

7

8

9

Mr. Thoma s  L. Mum a w
Pinnacle  West Capita l Corpora tion
Pos t Office  Box 53999, MS 8695
Phoenix, Arizona  85072-3999

10

11

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  8500712

13

14

15

Mr. Chris tophe r C. Ke e le y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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