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RE: Arizona Public Service Company General Rate Case
Docket Nos. E-01345A-05-0816, E-01345A-05-0826, E-01345A-05-0827

Dear Sir or Madame:

Pursuant to Order No. 69663, Arizona Public Service Company is providing the Step 2 surcharge level related to

the recovery of Palo Verde outage costs. The attached worksheets are based on the disallowances ordered by
the Commission and the application of the appropriate interest rates.

If you have any questions or concerns please contact David Rumolo at (602) 250-3933.

Sincerely,

Barbara Klemstine
BK/dk
Attachments

CC: Brian Bozzo
Ernest Johnson
Christopher Kempley
Barbara Keene
Lyn Farmer
Gordon Fox
Parties of Record
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Michael W. Pattern
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Michael L. Kurtz

BOEHM, KURTZ & LOWRY

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

Scott S. Wakefield

RUCO

1110 West Washington Street, Suite 220
Phoenix, AZ 85007

Lawrence V. Robertson, Jr.
MUNGER CHADWICK
Post Office Box 1448
Tubac, AZ 85646

Bill Murphy

Murphy Consulting

5401 North 25" Street

Phoenix, AZ 85016

Jana Van Ness

Arizona Public Service Company
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Gary L. Nakarado
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Andrew W. Bettwy

Michelle Livengood

UniSource Energy Services
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Steven B. Bennett

Deputy City Attorney

City of Scottsdale Attorney’s Office
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Scottsdale, AZ 85251

George Bien-Willner
3641 North 39™ Avenue
Phoenix, AZ 85014

Amanda Ormond
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Southwest Representative
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Joseph Knauer, President
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Gary Yaquinto, President
Arizona Solar Energy Industries Association
3008 North Civic Center Plaza



Karen S. Haller

Assistants General Counsel

Legal Affairs Department
SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road

Las Vegas, NV 89150

Dan Austin

Comverge, Inc.

6509 West Frye Road, Suite 4
Chandler, AZ 85226

Timothy M. Hogan

Arizona Center for Law in the
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Phoenix, AZ 85004
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Phoenix, AZ 85004

Kenneth R. Saline, P.E.
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Sein Seitz, President
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Chief, Air Force Utility Litigation Team
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Tyndall AFB, FL 32403
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Arizona Competitive Power Alliance
916 West Adams Street, Suite 3
Phoenix, AZ 85007



Arizona Public Service Company

Calculation of 2006 Palo Verde Outage Cost Surcharge

Surcharge Calculation
1 Balance To Be Recovered [See Section B] ($000)
2 Projected Retail Sales [See Section C] (MWh)
3 Surcharge Rate [L1/L2] (¢ per kwh)

Recoverable Balance ($000)

Paragraph 19 (d) Balance as of 5/31/2007

June 2007 Interest on Paragraph 19 (d) Balance
Paragraph 19 (d) Balance Before Disaliowances
Less Disallowed Costs (See Section D)

Net Recoverable Balance

A WN -

Projected Retail Sales (MWh)
1 Billed Retail Sales
2 Less E-36 Sales
3 Less E-3 & E-4 Sales
4 Total Billed Retail Sales less E3, E4, E36

Disallowed Costs ($000)
1 Unit 1 Reactor Trip
2 Units 2 and 3 RWT
3 Accrued Interest
4 Total Disallowed Costs

$33,636
28,595,174
0.1176

$47,764
$199
$47,963

($14.327)
$33,636

28,960,936
(69,766)

(295,996)
28,595,174

$1,233
$12,076

$1.018
$14,327



Arizona Public s«_arvice
Calculation Of Disallowed Costs, With Interest $000)

Unit1  Units2and mMonthly | Cumulative Interest
Reactortrip' 3 RWT®  Interest Balance Rate
Aug-05 1,233 - - 1,233 2.79%
Sep-05 - - 3 1,236 2.79%
Qct-05 - 12,076 . 3 13,315 - 2.79%
Nov-05 - - 31 13,346 2.79%
Dec-05 - - 3 13,377 2.79%
Jan-06 - - 49 13,426 4.38%
Feb-06 - - 49 13,475 4.38%
Mar-06 - - 49 13,524 4.38%
Apr-06 - - _ 49 13,673 4.38%
. May-06 - - 50 13,623 4.38%
~ Jun-06 - - 50 13,673 4.38%
Jul-06 - - 50 13,723 4.38%
Aug-06- - - 50 13,773 4.38%
Sep-06 - - 50 13,823 4.38%
Oct-06 - - 50 13,873 4.38%
Nov-06 - - 51 13,924 4.38%
Dec-06 - - 51 13,975 4.38%
Jan-07 - - 58 14,033 5.00%
Feb-07 - - 58 14,091 5.00%
Mar-07 - - 59 14,150 5.00%
Apr-07 - - 59 14,209 5.00%
May-07 - - 59 14,268 5.00%
Jun-07 - - 59 14,327 5.00%
Total Disallowed Costs 14,327
Total Interest 1,018

'$1.233 million is equal to $1.321 million (Attachment 17 to GDS report dated Aug. 17, 20086)

less $88 thousand (Jacobs Surrebuttal testimony at pg.45)

2$12.076 million is equal to $15.726 million (Attachment 17 to GDS report dated Aug. 17, 2006)
less $1.1 million (Jacobs Surrebuttal testimony at pg. 45) less $2.55 million (Per Decision No. 69663, at pg 136)



