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RE: Arizona Public Selvice Company General Rate Case .
Docket Nos. E-01345A-05-0818, E~01345A-05-0826, E-01345A-05-0827

Dear Sir or Madame:

Pursuant to Decision 89663 (June 28, 2007), Arizona Public Service Company ("APS" or "Company") is providing
the Environmental ImprovementSurcharge ("ElS") Plan of Administration ("POA") for Commission approval.

The attached POA follows the literal language of Decision 69663, however, the Company hadrequested in its
filing that this charge not apply to Rate Schedules Solar-8 and GPS-1 in addition to those specifically excluded in
Decision No. 69663 (SP-1, GPS-2 and Solar-2). Because Schedules Solar-3 and GPS-1 are comparable in
nature to the rate schedules specifically excluded and there was no apparent opposition to the exclusion of Solar-3
and GPS-1, APS believes the language in Decision No. 69683 likely reflected a simple oversight. Should this be
the case, such oversight could and should be corrected as part of the POA approval process.

If you have any questions or concerns please contact Zac Fryer at (602)250~2767.

Sincerely,

(f3 Qw- KQwQQ- SQ
Barbara Klemstine

BK/dk
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C C : Brian Bozzo
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Copies of the foregoing emailed or mailed
This 27th day of July 2007 to:

Debolah R. Scott
Kimberly A. Grouse
SNELL & WILMER
One Arizona Center
400 East Van Buren Street
Phoenix, AZ 85004-2202

Michelle Livengood
UniSource Energy Services
One South Church Street, Suite 200
Tucson, AZ 85702

Thomas L. Mum aw
PINNACLE WEST CAPITAL
CORPORATION
Post Office Box 53999, MS 8695
Phoenix, AZ 85072-3999

Steven B. Bennett
Deputy City Attorney
City of Scottsdale Attorney's Office
3939 North Drinkwater Boulevard
Scottsdale, AZ 8525l

C. Webb Crockett
Patrick J. Black
FENNEMORE GRAIG, P.C.
3003 North Central Avenue, Suite 2600
Phoenix, AZ 85012-2913

George Bien~Willner
3641 North 39"' Avenue
Phoenix, AZ 85014

Michael w. Pattern
ROSHKA DEWULF & PATTERN,PLC
One Arizona Center
400 East Van BurenStreet, Suite 800
Phoenix, AZ 85004

Amanda Ormond
The Ormond Group LLC
Southwest Representative
Interest Energy Alliance
7650 South McClintock, Suite 103-282
Tempe, AZ 85284

Michael L. Kurtz
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

Joseph Knauer, President
Jewish Comxnunlity of Sedona
and the Verde Valley
100 Meadowlark Drive
Post Of lice Box 10242
Sedona, AZ 86339-8242

Scott S. Wakefield
RUCO
1110 West WashingtonStreet, Suite 220
Phoenix, AZ 85007

David C. Kennedy, Esq.
818 East Osborn Road, Suite 103
Phoenix, AZ 85014

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

Michae lF. Hea ly
MORGAN, LEWIS & BOCKIUS
11 ll Pennsylvania Avenue, NW
Washington, DC 20004

Tracy Spoon
Sun City Taxpayers Association
12630 North 103"' Avenue, Suite 144
SUD City, AZ 85351

Bill Murphy
Murphy Consulting
5401 North 25"' Street
Phoenix, AZ 85016
Jana VanNess
Arizona Public Service Company
400 North 5m Street, MS 8695
Phoenix, AZ 85004

Tammie Woody
10825 West Laurie Lane
Peoria, AZ 85345

Douglas V. Font
Law Offices of Douglas V. Font
3655 West Anthem Drive, Suite A-109
Anthem, AZ 85086

Gary L. Nakarado
ARIZONA SOLAR ENERGY
INDUSTRIES ASSOCIATION
24657 Foothills Drive North
Golden, CO 80401 Gary Yaquinto, President
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Arizona Solar Energy Industries Association
3008 North Civic Center Plaza
Scottsdale, AZ 8525 I

Andrew W. Bettwy
Karen S. Baller
Assistants General Counsel
Legal Affairs Department
SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road
Las Vegas, NV 89150

Barbara Klemstine
Brian Brumiield
Post 08% Box 53999, MS 9708
Phoenix, AZ 85072-3999

Dan Austin
Converge, INC.
6509 West Frye Road, Suite 4
Chandler, AZ 85226

Jon Poston
AARP Electric Rate Project
6733 East Dale Lane
Cave Creek, AZ 85331

Timothy M. Hogan
Arizona Center for Law in the
Public Interest
202 East McDowell Road, Suite 153
Phoenix, AZ 85004

Collette I-Ianmon
AARP Government Relations & Advocacy
6705 Reedy Creek Rd.
Charlotte, NC 28215

Jay I. Moyes
MOYES STOREY ltd.
1850 North Central Avenue, Suite 110
Phoenix, AZ 85004

SeM Seitz,President
Arizona Solar Energy Industries Association
3008 North Civic CenterPlaza
Scottsdale, AZ 8525 I

KennethR. Saline,P.E.
K.R. SALINE & Assoc., PLC
160 North Pasadena, Suite 101
Mesa, AZ 85201

Lieutenant Colonel Karen S. White
Chief; Air Force Utility Litigation Team
AFLSA/IACL-ULT
139 Barnes Drive
Tyndall AFB, FL 32403

Robert w. Geake
Vice President and General Counsel
Arizona Water Company
Post Office Box 29006
Phoenix, AZ 85038-9006

Greg Patterson
Arizona CompetitivePower Alliance
916 West Adams Street, Suite3
Phoenix, AZ 85007

Jim Nelson
12621 North w"' Place
Phoenix, AZ 85022

Michael M. Grant
GALLAGHER & KENNEDY, P .A.
2575 Eas t Camelback Road
Phoen ix, AZ 85016-9225
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Environmental Improvement Surcharge Plan of Administration
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General Description

Sections XC and XVI of Arizona Corporation Commission ("Commission") Decision
No. 69663 provide for the establishment of an Environmental Improvement Surcharge
("ElS"). The Arizona Public Service Company ("Company") is authorized under the
Decision to collect the ElS at $0.00016 per kph from all Standard Offer customers
except those on Schedules SP-1, Solar-2, and GPS-2. The Surcharge will be charged to
customers beginning July 1, 2007 and will remain in effect unless changed by further
Order of the ACC.

Accounting

Funds collected Nom the ElS surcharge will be separately identified by the Company and
recorded as a regulatory liability. Use of these funds on qualified ElS improvement costs
wil l reduce the regulatory liability and be recorded as Contributions in Aid of
Construction ("CIAC") and applied against the capital costs of qualified ElS
improvement projects during construction or upon acquisition, as appropriate. Interest
will be calculated on the ElS regulatory liability balance monthly based on the prior
month's ending balance. The interest rate will be adjusted annually on the first business
day of the calendar year in the same manner as the APS customer deposit rate.

Beginning July 1, 2007 theElS Surcharge will appear on customer billsas the "Federal
Environmental Improvement Surcharge." The informativedescription on the bill will
state, "A charge to recover a portion ofthe cost of investments for environmental
improvements at APS' generation facilities designed to complyMM environmental
standards mandatedby federal laws or regulations." The Surcharge will be applied to all
StandardOffer customers except those on Schedules SP-1, Solar-2, and GPS-2. The ElS
will be initially set at $4.00016 per k p h .

Qualil3'ilm2 ElS Improvements

ElS Billing

APS may draw from this account only for the purpose of funding environmental
improvements (either mandatory or voluntary, but not for payment of 'linesor penalties) .
Funds spent on environmental projects that have not been closed to plant-in-service
wouldqualify as expenditures to which draws could beapplied.
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ElS Reporting/Compliance

Beginning in August 2008, APS shall tile a report of ElS transactions with the ACC for
the most recent July 1 through June 30 period. This report will be filed by August 30"' of
each year until tiirther ordered by the Commission. The report will include the following
information

•

•

•

•

Beginning balance for the period (Schedule 1)
Total amount of money collected by the ElS for the period (Schedule 1)
Amount of interest earned by the ElS regulatory liability account for the period
(Schedule 1)
Total withdrawals for theperiod (Schedule 1)
Ending ElS regulatory liability account balance (Schedule 1)
Detailed list of the dates and amounts of withdrawals (Schedule 3)
Narrative description of each ElS proeM to which funds were applied for the period
(Schedde 2)
Accounts and amounts of CIAC recognized for each ElS project for the period
(Schedule 2)
Cumulative interest earned by the ElS regulatory liability account from July 1, 2007
through June 30'" of the current period (Schedule 1)
Cumulative amounts withdrawn from the ElS regulatory liability account from July l
2007 through June 30"' of the current period (Schedule 1)

See Attached
Schedule 1
Schedule 2
Schedule 3
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ARIZONA PUBLIC SERVICE COMPANY
Environmental Improvement Surcharge - Schedule of Withdrawals

July 2007 _ June 2008
($ in thousands)

Schedule 3

PROJECTS

Withdrawals (Date) Project 1

7/30/2007
8/31/2007
9/30/2007
10/31 /2007
11/30/2007
12/31 /2007
1/31/2007
2/28/2007
3/31 /2007
4/30/2007
5/31/2007
6/30/2007

$ 4,608


