
I
DOCKEU;U m

Ne,\

IN THE MATTER OF THE FILING BY TUCSON
ELECTRIC POWER COMPANY TO AMEND
DECISION NO. 62103.
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MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE
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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.
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PROCEDURAL ORDER
(modifies form of notice and extends
mailing deadline)

13 BY THE COMMISSION:

1 4

By P roce dura l Orde r da te d  Octobe r 5 , 2007, the  Arizona  Corpora tion  Commis s ion

("Commission") se t the  above-captioned matter for hearing and provided a  form of notice  for Tucson
16

Electric Power Company ("TEP" or "Company") to mail to a ll of its  customers  and to publish.
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During the  P roce dura l Confe re nce  he ld Octobe r 1, 2007, the  Adminis tra tive  La w J udge

requested that the  parties review the forthcoming proposed form of notice  and notify the  Commission

of any proposed clarifying changes.

On October 17, 2007, TEP filed Comments on the Proposed Form of Notice.

On Octobe r 18, 2007, Commiss ion Utility Divis ion S ta ff ("S ta ff") filed a  Response  to TEP 's

Comments, expressing a  preference for the original form of notice.

Although TEP's  comments  have  little  substantive  impact on the  form of notice , some of them

a re  we ll-ta ke n a nd promote  the  a ccura cy of the  de s cription of the  Compa ny's  a pplica tion.

Conse que ntly, the  form of notice d provide d in the  Octobe r 5, 2007 Proce dura l Orde r, should be
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1 TEP's  proposed modifica tions  only a ffect the firs t paragraph of the notice, and only tha t portion of the notice is  being
modified and set forth herein.

S:H\J \TEP\2007 ra te  ca e \PO3 modifie s  notice 1
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1 modified a s  se t forth be low.

2 IT IS  THEREFORE ORDERED tha t the  notice  s e t forth in the  Octobe r 5, 2007 P roce dura l

3 Order is  modified as  fol1ows2:
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On J uly 2, 2007, Tucs on Ele ctric P owe r Compa ny ("TEP " or "Compa ny") file d a n

a pplica tion with  the  Arizona  Corpora tion Commis s ion ("Commis s ion") for a  ra te

incre a se  to be come  e ffe ctive  Ja nua ry 1, 2009. TEP 's  tiling include s  thre e  a lte rna tive

me thods  for de te rmining TEP 's  ra te s . Unde r the  "Ma rke t Me thodology" a lte rna tive ,

the  unbundle d ge ne ra tion se rvice  ra te  would be  se t a t a  ma rke t-ba se d ra te  us ing the

Marke t Gene ra tion Credit in TEP 's  ta riff a s  e s tablished by Commiss ion Decis ion Nos .

62103 a nd 65751, a nd a ll othe r ra te s  would be  s e t unde r cos t-of-s e rvice  principle s .

Unde r this  approach the  ra te s  cus tomers  pay for gene ra tion would fluctua te  based on

an index for the  cos t of power in the  wholesa le  marke t. TEP es tima tes  tha t the  Marke t
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Me thodology initia lly would produce  a  ra te  incre a s e  of a pproxima te ly 21.9 pe rce nt

ove r TEP 's  curre nt re ta il ra te s  ba se d on Compa ny proje ctions  for whole sa le  ma rke t

powe r price s . The  "Cos t-of Se rvice  Me thodology" a lte rna tive  would ha ve  TEP 's  re ta il

ra te s  ba sed on cos t-of se rvice  principle s  for dis tribution, transmiss ion and gene ra tion

services . This  propos e d me thodology include s  re gula tory a s s e ts  for the  purporte d

costs  associa ted with the  trans ition of genera tion se rvice  from a  regula ted monopoly to

a  compe titive  s che me  a nd the n ba ck to a  re gula 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 re cove r TEP 's  powe r

s upply cos ts , a nd  would  re s tore  the  e xclus ivity of the  Compa ny's  Ce rtifica te  of

Convenience  and Necess ity. TEP  e s tima te s  the  Cos t-of-Se rvice  Me thodology initia lly

will produce  a  ra te  incre a se  of a pproxima te ly 23.0 pe rce nt ove r TEP 's  curre nt re ta il

ra te s  ba se d on its  proje ctions  for future  powe r supply cos ts . The  imple me nta tion of a
27

28 2 The notice provided to customers may be single-spaced.
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PPFAC would ca use  the  ge ne ra tion portion of a  cus tome r's  bill to fluctua te  ba se d on

p o we r a n d  fu e l s u p p ly co s ts . Th e  th ird  p ro p o s e d  a lte rn a tive  is  th e  "Hyb rid

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

principle s  for dis tribution, transmiss ion and gene ra tion, but some  of TEP 's  gene ra tion

a s se ts  would be  e xclude d from ra te  ba se  a nd de s igna te d a s  whole sa le  a s se ts . The

Hybrid Me thodology incorpora te s  a  re gula tory a s s e t a nd include s  a  P P FAC. TEP

e xpe cts  the  Hybrid Me thodology initia lly to produce  a  ra te  incre a se  of a pproxima te ly

14.9 pe rce nt ove r curre nt re ta il ra te s  ba se d on the  Compa ny's  proje ctions  for future

power supply costs .3

IT IS  FURTHER ORDERED tha t in orde r to provide  s ufficie nt time  for TEP  to include  the

notice  in a ll of its  cus tome r bills , the  de a dline  for ma iling the  notice  is  e xte nde d until De ce mbe r 3 l,

2007.
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IT IS  FURTHER ORDERED tha t e xce pt a s  provide d he re in conce rning the  form of notice

a nd the  de a dline  for ma iling, a ll othe r provis ions  of the  Octobe r 5, 2007 P roce dura l Orde r re ma in

unchanged and in effect.

IT IS  FURTHER ORDERED tha t the  Ex P a rte  Rule  (A.A.C. R14-3-113 - Una uthorize d

Communica tions ) con tinue s  to  a pp ly to  th is  p roce e d ing  a nd  s ha ll re ma in  in  e ffe c t un til the

Commiss ion's  Decis ion in this  ma tte r is  fina l and non-appea lable .

IT IS  FURTHER ORDERED tha t the  P re s iding Office r ma y re s cind, a lte r, a me nd, or wa ive

any portion of this  Procedura l Order e ithe r by subsequent Procedura l Order or by ruling a t hearing.

DATED this , Q 5 *"~day of October, 2007.

A98 L
ADMIN

DA
TIVE LAW JUDGE
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2 8 3 Please note that this  form of notice is  based on TEP's  proposed modifica tions , but conta ins  severa l minor a lternations .
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1 Copies  of the  foregoing ma iled
2 this 8 5 9 1 day of Octobe r, 2007 to:
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Michae l W. Pa tten
ROS HKA DEWULF & P ATTEN
400 East Van Buren Stree t, Suite  800
Phoenix, Arizona  85004

FENNEMORE CRAIG, P C
3003 North Centra l Avenue
Suite  2600
Phoenix, Arizona  85012-2913
Attorneys  for AECC and Phe lps  Dodge
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Ra ymond S . He rma n
UNIS OURCE ENERGY CORP ORATION
One South Church Avenue , Suite  1820
Tucson, Arizona  85701

Nichola s  J . Enoch
LUBIN & ENOCH, P C
349 North Fourth Avenue
Phoenix, Arizona  85003
Attorne ys  for IBEW Loca l 11168

9

Miche lle  Live ngood
TUCS ON ELECTRIC P OWER COMP ANY
One South Church Avenue , Suite  200
Tucson, Arizona  85701
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Timothy M. Hoga n
AR IZO NA C E NTE R  F O R  LAW  IN THE
P UBLIC INTERES T
202 E. McDowell Road, Suite  153
Phoe nix, AZ 85004
Attorne ys  for SWEEP a nd WRA
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Scott S . Wakefie ld, Chie f Counse l
RUCO
1110 West Washington, Suite  220
Phoenix, Arizona  85007
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Micha e l Gra nt
Ga llaghe r & Kennedy, PA
2575 East Camelback Road
Phoenix, AZ 85016-9225
Attorne ys  for AUIA

Da vid Be rry
WES TERN RES OURCE ADVOCATES
P.O. BOX 1064
S cotts da le , AZ 85252-1064
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Gary Yaquinto
AUIA
2100 N. Central Avenue, Suite 210
Phoenix, AZ 85004

Eric Gundry
Ene rgy P rogra m S ta ff Attorne y
WES TERN RES OURCE ADVOCATES
2260 Bas e line  Road, Suite  200
Boulde r, Colora do 80302
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J e ff Schlege l
S WEEP
1167 W. S ama layuca  Dr.
Tucs on, AZ 85704-3224
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P e te r Q. Nice , J r.
Ge ne ra l Attorne y, Re gula tory La w Office
Office  of the  Judge  Advoca te  Genera l
DEP ARTMENT OF THE ARMY
901 North Stuart S tree t, Room 713
Arlington, VA 22203-1644
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Da n Ne idlinge r
NE IDLING E R  & As s o c .
3020 n. 17th Drive
Phoenix, Arizona  85015

Thomas L. Mum aw
APS
PO Box 53999
Ma il S ta tion: 8695
Phoenix, Arizona  85072-3999
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Da nie l D. Ha ws
OS J A, ATTN: ATZS -J AD
US A Inte llige nce  Ce nte r a nd
Ft. Hua chuca
Ft. Hua chuca , AZ 85613-6000

Ba rba ra  A. Kle ms tine
Bria n Brurntie ld
Arizona  Public Se rvice
PO Box 53999
Ma il S ta tion 9708
Phoenix, Arizona  85072-3999

28 C. Webb Crocke tt Micha e l L. Kurtz
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1
Kurt J . Boe hm
Boe hm, Kurtz & Lowry
36 East Seventh Street, Suite  1510
Cincinna ti, Ohio 45202
Attorne ys  for The  Kroge r Co.

Greg Patte rson
916 West Adams, Suite  3
Phoenix, Arizona  85007
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3 S . Da vid Childe rs
LOW&CHlLDERS , P C
2999North 44th Stree t, Suite  250
Phoenix, Arizona  85018
Attorne ys  for the  Allia nce
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Deborah R. Scott
Robe rt J . Me tli
S NELL & WILMER LLP
One Arizona  Cente r
400 East Van Buren
Phoenix, Arizona  85004-2202
Attorneys  for APS

La w Office s  of Chris tophe r Hitchcock
P .O. Box AT
Bisbee , AZ 85603-0115
Attorne y for S VEC

10

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Stree t
Phoenix, Arizona  85007
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Lawrence  Robertson
P.O. BOX 1448
Tubae , Arizona  85646
Attorne y for Me squite  P owe r LLC, Bowie
Power S ta tion, LLC, Sempra  Energy
Solutions  and ASARCO

Erne s t J ohns on, Dire ctor
Utilit ie s  Div is io n
AR IZO NA C O R P O R ATIO N C G MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix,  Arizona  85007
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JlhlMiia E.~ Gomez

Secretary to Jane L. Rodda
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