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Ari20na Corporation Commission

DOCKETED

IN THE MATTER OF THE APPLICATION OF
TUCSON ELECTRIC POWER COMPANY FOR
THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
ITS OPERATIONS THROUGHOUT THE STATE
OF ARIZONA.

UCI w 2007

IN THE MATTER OF THE FILING BY TUCSON )
ELECTRIC POWER COMPANY TO AMEND )
DECISION no. 62103. )

)
)
)
)
)
)
)
)
)
)
)

DOCKETED HY

COMMENTS ON PROPOSED FORM OF NOTICE
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1 7 As  re que s te d by the  Adminis tra tive  La w J udge  a t the  Oc tobe r 1 , 2007 P roce dura l

18 Confe rence , Tucs on Electric Power Company has  reviewed the  form of public notice  s e t forth in

19 the October 5, 2007 Procedural Order and proposes  the following revis ions  to the firs t paragraph of

20 the notice  (additions  shown by underline, deletions  shown by s trike through) :
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S u mma rv

On July 2, 2007, Tucson Electric Power Company ("TEP" or "Company") filed an

application with the Arizona Corporation Commission ("Commission") for a rate

increase to become effective January 1, 2009. TEP's filing includes three
25
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27

a lte rna tive methods for de te rmining TEP 's ra tes . Unde r the

Methodology" a lte rna tive , the  unbundled genera tion se rvice  ra te  would be  se t a t a

"Market
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ma rke t-ba s e d  ra te  us ing  the b y e-c u rre n t M a rke t Ge ne ra tion Cre dit in TEP 's

ta r iff and a ll othe r ra te s  would be  se t unde r cos t-of-sewice  principle s . Unde r this
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4

a pproa ch the  ra te s  pa id for ge ne ra tion would fluc tua te  ba s e d on a n inde x for the

th e  wh o le s a le  m a rke t. TEP e s tim a te s  th a t th e  Ma rke t

5

6

7

c o s t  o f p o we r in

Me thodology in it ia lly would produce  a  ra te  incre a s e  of a pproxima te ly 21.9

percent over TEP 's  current re ta il ra te s  based on eurren%projections  for wholesa le

ma rke t powe r price s . The  "Cos t-of S e rvice  Me thodology" a lte rna tive  would ha ve
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TEP 's  re ta il ra tes based on cos t-of se rvice  principle s  for dis tribution, tra nsmiss ion

and genera tion services. This  proposed methodology includes regula tory asse ts  for

the  purporte d cos ts  a s s ocia te d with the  tra ns ition of ge ne ra tion s e rvice  from a

re gula te d monopoly to a  compe titive  s che me a n d  th e n  b a c k to  a  re g u la te d

monopoly, would imple me nt a  purcha s e d powe r a nd fue l a djus tme nt cla us e

("P P FAC") to recover TEP 's  power supply cos ts , and would res tore  the  exclus ivity

of the  Compa ny's  Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity. TEP  e s tima te s  the

u §
48
-~.a» 12

3% §3§
38? §3
~<"38§
88833 15
g 8'

§l:4 16

Cos t-of-S e rvice  Me thodology in itia lly will p ro d u c e a  ra te  in c re a s e  o f

a pproxima te ly 238 pe rce nt ove r "TEP 's  curre nt re ta il ra te s  ba s e d on curre nt

17

18

19

20

21

22

23

24

25

26

projec tions for future  power supply cos ts . The  implementa tion of a

PPFAC would cause  the  gene ra tion portion of a  cus tomer's  bill to fluctua te  based

on powe r a nd fue l s upply cos ts . The  third propos e d a lte rna tive  is  the  "Hybrid

Me thodology" unde r which TEP 's  re ta il ra te s  would be  ba se d on cos t-of-s e rvice

princip le s  for d is tribu tion , tra ns mis s ion  a nd  ge ne ra tion , bu t s ome  of TEP 's

genera tion asse ts  would be  excluded from ra te  base  and des igna ted as  wholesa le

a s se ts . The  Hybrid Me thodology incorpora te s  a  re gula tory a s se t a nd include s  a

PPFAC. TEP  e xpe cts  the  Hybrid Me thodology in itia lly to produce a  ra te  increase

o f a pp roxima te ly 14 .9  pe rce n t ove r cu rre n t re ta il ra te s  ba s e d  on  e wrfe n t

cx"ccta *'s ::s projec tions for future  power supply cos ts .
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RESPECTFULLY SUBMITTED this 1 7 ' day of October 2007

TUCSON ELECTRIC POWER COMPANY

By
Micha e l W. P a tte n
J . Ma tthew Ders tine
Roshka DeWu1f` & Patten. PLC
One  Arizona  Cente r
400 East Van Buren Stree t. Suite  800
Phoe nix. Arizona  85004

and

Raymond S. Heyman
Michelle Livengood
Tucson Electric Power Company
One South Church Avenue. Ste 200
Tucson. Arizona 8570 l

Original and copies of the foregoing
filed this /7 day of October 2007 with

- '.I>IZ"'33111898
" was
§§§g3§ca
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Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix. Arizona 85007

Copy 0396 foregoing hand-delivered/mailed
t his  / 7 day of October 2007 to
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Cha irma n Mike  Gle a son
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix, Arizona  85007
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Arizona Corporation Commission
1200 West Washington Street
Phoenix. Arizona 85007
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Commiss ione r J e ff Ha tch-Mille r
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix, Arizona  85007
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Commiss ione r Kris tin K. Ma ye s
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix. Arizona  85007
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Commiss ioner Gary P ie rce
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix. Arizona  85007
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Lyn A. Fa rme r, Esq
Chie f Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix. Arizona  85007

1 0

1 1

1 2

Jane Rodder, Esq
Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
400 W. Congress
Tucson. Arizona  85701
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Chris tophe r C. Ke e le y, Es q
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix. Arizona  85007
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Ernest G. Johnson
Dire ctor. Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoe nix. Arizona  85007
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C. Webb Crocke tt
P a trick J . Bla ck
FENNEMORE CRAIG. P C
3003 North Centra l Avenue . Suite  2600
Phoenix. Arizona  85012-2913
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Scott S . Wakefie ld. Chie f Counse l
Re s ide ntia l Utility Consume r Office
1100 West Washington, Suite  220
Phoe nix. Arizona  85007
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Tim othy Hoga n
Arizona  Ce nte r for La w

in the  P ublic Inte re s t
202 Ea s t McDowe ll Roa d, S uite  153
P hoe nix, Arizona  85004

J e ff S chle ge l
SWEEP Arizona  Repre s enta tive
1167 Wes t Samalayuca  Dr
Tucs on, Arizona  85704
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Micha e l Gra nt, Esq.
Ga lla ghe r & Ke nne dy
2575 East Camelback Road
Phoe nix, Arizona  85016
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Ga ry M. Ya quinto
Arizona  Inve s tme nt Council
2100 North Centra l Avenue , Suite  210
Phoe nix, Arizona  85004
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Nicola s  J . Enoch
Lubin & Enoch, P C
349 North Fourth Ave nue
P hoe nix, Arizona  85003
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P e te r Q. Nice , J r
Ge ne ra l Attorne y-Re gula tory Office
De pa rtme nt of the  Army
901 North S tuart S tree t
Arlington, Virginia  22203

Da n Ne idlinge r
Ne idlinge r & As s ocia te s
3020 North 17th Drive
P hoe nix, Arizona  85015

Da nie l D. Ha ws
OS J A, Attn : ATZS -J AD
US A Inte llige nce  Ce nte r
Ft Hua chuca , Arizona  85613

La wre nce  Robe rts on
p. o. BOX 1448
Tuba e , AZ 85646
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Da vid Be rry
Wes te rn Res ource  Advoca tes
p . 0 .  Box 1064
S cotts da le , Arizona  85252
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Eric Gundry
Western Resource  Advocates
2260 Base line  Road. Suite  200
Boulde r. Colora do 80302
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Robe rt J . Me tli
S ne ll & Wilme r LLP
One  Arizona  Cente r
400 Eas t Van Buren
P hoe nix_ AZ 85004

Thomas Mum aw
Ba rba ra  A. Kle ms tine
Bria n Brumfie ld
Arizona  Public Se rvice  Compa ny
p. o. Box 53999. S ta tion 9708
Phoe nix. Arizona  85072

Greg Pa tte rson
Arizona  Compe titive  P owe r Allia nce
916 West Adams. Suite  3
Phoe nix. Arizona  85007

S. David Childers_ P .C
Low & Childe rs . P .C
2999 North 44`" S tree t. Suite  250
Phoe nix. Arizona  85018
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Chris tophe r Hitchcock
La w Office s  of Chris tophe r Hitchcock
p . o .  Box AT
Bisbee . Arizona  85603
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Micha e l L. Kurtz, Es q
Kurt J . Boe hm, Esq
Boe hm, Kurtz & Lowry
36 East Seventh Street. Suite  1510
Cincinna ti. Ohio 45202
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