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IN THE MATTER OF THE J OINT
AP P LICATION OF THE ARIZO NA
ELECTRIC P OWER COOP ERATWE, INC.
AND S OUTHWES T TRANS MIS S ION
COOP E RATIVE , INC. FOR P E RMIS S ION
TO REFUND CE RTAIN AMOUNTS
RELATING TO AUGUS T [2005] BILLINGS
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16 BY THE COMMISSION:

17 FINDINGS OF FACT

18 Arizona Electric Power Cooperative ("AEPCO") is certificated to provide electric

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

20 2. Southwest Transmission Cooperative ("SWTC") is certificated to provide electric

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

22 3. On September 26, 2005, Arizona Electric Power Cooperative, Inc. and Southwest

23 Transmission Cooperative, Inc. filed a Joint Application for permission to credit certain amounts

24 relating to August 2005 billings, and to make similar billing adjustments in the future should

25 similar conditions develop in the future. By Application, the Commission is asked to authorize

26 AEPCO remittances in the amounts of $198,368 and $80,985 to Sulphur Springs Valley Electric

27 Cooperative, Inc. and Trico Electric Cooperative, Inc., respectively, and SWTC is seeking

28 authorization to remit $8,930 and $2,985 to Sulphur Springs Valley Electric Cooperative, Inc. and

Open Mee ting
September 18 and 19, 2007
P hoe nix, Arizona
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1 Trico  Ele ctric  Coope ra tive , Inc ., re s pe ctive ly. AEP CO a nd  S WTC ha ve  a ls o  re que s te d

authoriza tion to a llow the  issuance  of s imila r credits  unde r s imila r circumstances  in the  future .2

3 Ba c kground
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1 5 S ome  Dis tribution
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20

21

22

AEP CO is  a  non-profit ge ne ra tion  coope ra tive  tha t s upplie s  powe r to  its  four

Arizona  Cla s s  A a ll-re quire me nts  me mbe r dis tribution coope ra tive s  a nd its  one  Arizona  Cla s s  A

6 pa rtia l-re quire me nts  me mbe r coope ra tive . The  a ll-re quire me nts  me mbe rs  a re  the  Dunca n Va lle y

Ele ctric Coope ra tive , Inc. ("Dunca n"), Gra ha m County Ele ctric Coope ra tive , Inc. ("Gra ha m"),

S ulphur S prings  Va lle y Ele ctric Coope ra tive , Inc. ("S S VEC") a nd Trico Ele ctric Coope ra tive

("Trico"). The  pa rtia l-re quire me nts  me mbe r is  Moha ve  Ele ctric Coope ra tive , Inc. ("Moha ve ").

Collective ly, Cla ss  A members  a re  re fe rred to a s  the  "Dis tribution Coope ra tives".

S WTC is  a  non-protit tra ns mis s ion coope ra tive  tha t ha s  tra ns mis s ion s e rvice

a gre e me nts  with  AEP CO a nd Moha ve  to  tra ns mit the  e le ctricity s upplie d  by AEP CO to  the

Dis tribution Coope ra tive s .

The  Dis tribution Coope ra tive s  provide  a t re ta il to the ir me mbe rs /cus tome rs  the

p o we r s u p p lie d  b y AEP CO a n d  tra n s mitte d  b y S WTC a t wh o le s a le .

Coope ra tive s  offe r the ir re ta il cus tome rs  loa d control or inte nuptible  progra ms , which include

lower ra tes  in exchange  for reducing loads during peak demand periods .

AEP CO a nd  S WTC u tilize  Moha ve  a nd  o the r re a l-time  loa d  da ta  to  ide n tify

coincide nt pe a .k sys te m de ma nd for AEP CO a nd S WTC. The  summa tion of re a l-time  loa d da ta

ta ke s  pla ce  in the  S WTC sys te m control a re a . The  da ta  a re  use d, in pa rt, to de te rmine  whe n to

s e nd a  control notice  to the  Dis tribution Coope ra tive s . Control notice  da ta  a re  us e d in ma king

de cis ions  re ga rding  re a l-time  loa d  s he dding progra ms  a nd ide ntifying  the  da y a nd time  of

coincident peak on the  AEPCO and SWTC sys tems. The  Mohave  load re s ides  within the  Weste rn

24 Are a  P owe r Adminis tra tion ("WAP A") Control Are a  tha t provide s  s che duling, re gula tion a nd

imba lance  se rvices  for Mohave  loads .

23

25

26 Re a s on  for Applic a tion

27I

28

8. The  coincident peak demand on the  AEPCO and SWTC sys tems for July 2005 occurred

on S unda y, J uly 17 a t 4:00 p.m., a Nd a t tha t time , the  WAP A communica tions  s ys te m wa s  not

4.

5.

6.

7.
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functioning. The  communica tions  fa ilure  pre ve nte d S WTC dis pa tche rs  a nd the  Dis tribution

Coopera tives  from recognizing tha t the  AEPCO monthly peak was  in fact occurring, and the re fore

notice s  to control load were  not sent to re ta il cus tomers . AEPCO/SWTC had sufficient capacity to

me e t its  obliga tions  on J uly 17, 2005. AEP CO ge ne ra tion plus  long-te rm firm powe r contra cts

provided the  load needed to mee t the  demand on tha t day. It should be  noted tha t AEPCO/SWTC

did not lose  any mete ring da ta  for loads  tha t a re  controlled by AEPCO.

9. AEP CO a nd S WTC complie d with the ir re spe ctive  ta riffs  by billing the  Dis tribution

Coopera tives  actua l metered demands coincident with the  July 17, 2005 system peak.

Staffs Recommendations and Findings

11

1 3

2 1

22

9

10 10. S ta ff be lie ve s  tha t the  re que s t to is sue  billing cre dits  for two of the  five  Dis tribution

Coope ra tive s  is  ina ppropria te  a nd re comme nds  tha t the  Commis s ion not a pprove  the  J oint

12 Applica tion file d by AEP CO a nd S WTC.

11. S ta ff re c o g n iz e s  th a t th e  AE P C O  a n d  S W TC  Bo a rd s  o f Dire c to rs  vo te d

14 una nimous ly to cre dit J uly 2005 bills  in the  a mounts  of $207,298 a nd $83,970 for S S VEC a nd

15 Trico, re spective ly. S ta ff a lso notes  tha t AEPCO and SWTC a re  not reques ting billing adjus tments

16 for the  Duncan, Graham and Mohave  coopera tives  because , according to AEPCO and SWTC, the

17 July 17, 2005 de ma nds  for the  thre e  coope ra tive s  we re  lowe r tha n the ir July 16 de ma nds . S ta ff

18 re spe ctfully dis a gre e s  with the  Boa rds  of Dire ctors  in this  ca se . Exis ting ta riffs  do not a uthorize

19 AEPCO a nd SWTC to cre dit a ctua l me te re d billing de ma nd cha rge s  ba se d upon the  a ssumption

20 tha t cus tome rs  we re  b ille d  fo r more  kW tha n  the y wou ld  ha ve  o the rwis e  be e n  b ille d  if a

curta ilment a lert had been issued.

12. P e rta ining to the  AEP CO/S WTC re que s t to a llow the  is s ua nce  of s imila r cre dits

23 unde r s imila r circums ta nce s  in the  future , S ta ff is  willing to me e t with AEP CO/S WTC for the

24 purpose  of de te rmining wha t, if any, changes  to the  ta riffs  would be  appropria te  to accommoda te

25 billing va riances  of this  na ture .

13. S ta ff be lieves  tha t it would be  inappropria te  to deve lop billing demand credits  based

27 on hypothe tica l circumstances . AEPCO/SWTC would unintentiona lly crea te  a  new cus tomer cla ss

28 tha t would e ffective ly be  billed demand charges  based on something othe r than sys tem coincident

26
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pe a k. The  ne w cus tome r cla ss  would be  cre a te d be ca use  the  Applica tion e xplicitly propose s  tha t

2 AEP CO/S WTC be  a uthorize d to re mit a mounts  ba s e d upon the lowe r (e mpha s is  not a dde d) of

each Dis tribution Coopera tive 's  bill on e ithe r of these  days  (July 16, 2005 or July 17, 2005).

Although S ta ff ha s  no s pe cia l ins ight into how the  Dire ctors  of AEP CO/S WTC14.

should manage  the ir a sse ts , S ta ff be lieves  tha t it would be  remiss  if it did not mention the  potentia l

6 fiducia ry inequity of re turning ope ra ting revenues  to the  a ffected Coopera tives , because  it was  the

7 a ffected Coopera tives  tha t increased the  ope ra ting cos ts  of AEPCO and SWTC on July 17, 2005.

8 The  pote ntia l fiducia ry ine quity e xis ts  be ca us e  the  a ffe cte d Coope ra tive s ' re ta il cus tome rs

9 be ne fite d  from the  e xtra  powe r, a nd  a ccord ing  to  the  Applica tion , it is  impos s ib le  to  know

10 pre cis e ly wha t would  ha ve  ha ppe ne d  if con tro l no tice s  ha d  be e n  s e n t on  J u ly 17 , 2005  ,

l l Consequently, even if S ta ff supported the  is suance  of credits  in this  ca se , S ta ff could not va lida te

5

The  record shows tha t it is  imposs ible  to know precise ly wha t would have  happened

14 if inte rruption notice s  ha d be e n se nt on July 17, 2005. It is  pointe d out in the  Applica tion tha t the

15 AEP CO sys te m pe a ks  on the se  two we e ke nd da ys  (July 16, 2005 a nd July 17, 2005) we re  only

16 diffe re nt by 18 MW. The  point of dis cus s ing the  18 MW de ma nd diffe re nce  be twe e n the  two

17 we e ke nd da ys  is  uncle a r to S ta ff, be ca use  the  cre dits  in the  combine d a mount of a pproxima te ly

18 $291,000 a re  ba s e d  upon the  d iffe re nce  of a pproxima te ly 22  MW cre a te d  by the  a ffe cte d

19 Coopera tives . The  amounts  of the  credits  were  de te rmined by deriving the  diffe rences  be tween the

20 actua l demands on July 17, 2005 compared to the  actua l demands on July 16, 2005 for the  affected

13

12 the  accuracy and amount of the  credits .

15 .

Coopera tives , respective ly.

16. The  powe r ge ne ra te d by AEP CO a nd tra ns mitte d by S WTC to the  Dis tribution

23 Coope ra tive s  wa s  us e d by the  Dis tribution Coope ra tive s ' re ta il cus tome rs . Although the

24 Dis tribu tion  Coope ra tive s  we re  no t a le rte d  to  the  fa ct tha t the  AEP CO month ly pe a k wa s

25

21

22

26

27

28

ma rke t price s . Nor we re  a ny pe na lty billings  impos e d upon Dis tribution Coope ra tive s  or the ir

re ta il cus tome rs . Fina lly a nd pe rha ps  mos t importa ntly, a ll Coope ra tive s , including S S VEC a nd

Trico, we re  billed prope rly in accordance  with exis ting ta riffs ' te rms  and conditions .

De cis ion No. 69922



n g

Docke t Nos . E-01773A-05-0679 and E-04100A-05-0679\ P a ge  5
u

1 17. S ta ff is  a lso conce rne d a bout the  circums ta nce s  tha t ca use d the  communica tions

2 ma lfunction, be ca us e  the  WAP A communica tions  s ys te m wa s  not improve d a fte r the  incide nt

occurre d. According to  the  re cord  in  the  ca s e , the  fo llowing re s pons e  from AEP CO/S WTC

4 re inforce s  S ta ffs  conce rn rega rding the  re liability of the  communica tions  sys tem:

3

5

6

7

8

"S WTC/AEP CO ha ve  not ha d a ny conve rs a tions  with WAP A conce rning
future  fa ilure s  of the  Mt. Hua lapa i communica tions  sys tem. WAPA does  not
cha rge  SWTC for pla cing its  commtuiica tions  e quipme nt in the  fa cility. The
e ve nt involve d the  fa ilure  of the  comme rcia l powe r s upply a s  we ll a s  two
back-up sys tems and unfortuna te ly occurred on the  a fte rnoon of our sys tem
pe a k. AEP CO/S WTC vie w th is  a s  a n  is o la te d  e ve n t tha t wa s  be yond
WAP A's  control."

9

1 0 18.

11

1 2

1 3 19.

In light of the  findings  dis cus s e d a bove , S ta ff re comme nds  tha t the  Commis s ion

re je ct the  AEP CO/S WTC J oint Applica tion tha t would a llow a  billing va ria nce  in the  combine d

amount of approximate ly $291,000.

P e rta ining to the  AEP CO/S WTC re que s t to a llow the  is s ua nce  of s imila r cre dits

14 unde r s imila r circums ta nce s  in the  future , S ta ff is  willing to me e t with AEP CO/S WTC for the

purpose  of de te rmining wha t, if any, changes  to the  ta riffs  would be  appropria te  to accommoda te

16 billing va riances  of this  na ture .

1 5

1 7 CONCLUS IONS  OF LAW

1 8 Arizona  Ele ctric  P owe r Coope ra tive  is  a  public s e rvice  corpora tion within  the

20

19 me a ning of Article  XV, Se ction 2, of the  Arizona  Cons titution.

2. S outhwe s t Tra ns mis s ion Coope ra tive  is  a  public s e rvice  corpora tion within the

21

22

me a ning of Article  XV, Se ction 2, of the  Arizona  Cons titution.

3. The  Commiss ion ha s  jurisdiction ove r Arizona  Ele ctric Powe r Coope ra tive  a nd the

23 subj act matter of the  applica tion.

24 The  Commiss ion has  jurisdiction over Southwest Transmiss ion Coopera tive  and the

25

26

27

28

subj act matter of the  applica tion.

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

J une  20, 2007, conclude s  tha t it is  not in the  public inte re s t to a pprove  the  J oint Applica tion of

Arizona  Electric Power Coopera tive  and Southwest Transmiss ion Coopera tive .

4.

5.

1 .

De cis ion No. 69922
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1 ORDER

2 IT IS  THEREFORE ORDERED tha t the  jo in t a pp lica tion  o f Arizona  E le c tric  P owe r

3 Coope ra tive  a nd S outhwe s t Tra ns mis s ion Coope ra tive  to is s ue  billing cre dits  in the  a mount of

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

61-¢a.64€»<-<-4.»-~
CHAIRMAN

I

com1v11s s IonE1l COMMIS S IQNER

IN W ITNE S S  W HE RE O F ,  I DE AN s .  MILLE R,  In te rim
Exe cutive  Dire ctor of 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  Commis s ion to be  a ffixe d a t the  Ca pitol, in the  City of
Phoenix, this <>17+~ da y of , 2007.

DE AN s .  MILLE R .
Inte rim Exe cutive  Dire ctor

DIS S ENT:

4 a pproxima te ly $291,000 is  not a pprove d.

5 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be com e  e ffe c tive  im m e dia te ly.

6
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l l

12 C O MMIS S IO NE R
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19

2 0

2 l

2 2 DIS S E NT:

23

2 4

25 EGJ zWHMzI

26
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SERVICE LIST FOR: Arizona  Ele ctric Powe r Coope ra tive , Inc. a nd
Southwest Transmiss ion Coopera tive , Inc.

DOCKET nos . E-01773A-05-0_79 a nd E-04100A-05-0679
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Mr. Micha e l M. Gra nt
Mr. Todd C. Wile y
Attorne ys  for Arizona  Ele ctric Powe r Coope ra tive , Inc.
Ga lla ghe r & Ke nne dy, P .A.
2575 East Camelback Road
Phoenix, Arizona  85016-9225
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Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

1 1
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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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