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DUCKET CONTROL
PIERCE PROPOSED AMENDMENT #3

Nov -7 2007
DATE  P RE P ARE D: Nove m be r 5 ,  2007

DOCKETEL) HY I

COMPANY : UNS Gas, Inc.

DOCKET NOs: G-04204A-06-0463, G-04204A-06-0013 and G-04204A-06-0831

OPEN MEETING DATES: November 5, 2007 AGENDA ITEM: U-2

Page 56, Line 25: STRIKE "makes significant movement" and INSERT "moves"

Page 56, Line 27: INSERT "as initial rates," after "Accordingly,59

Page 57, line 3: INSERT the following text as a new paragraph

"However, while we agree with RUCO and Staff that the Company's proposal violates the
pr inc ip le  o f g r adua lism-mo ving  t he  mo nt hly fee  fro m $7  t o  $17  is  t o o  much t o
accomplish in a single bite-we do not  believe that  RUCO's or Staff' s proposals go far
enough towards the baseline principle of cost-based rates. RUCO and Staff do not disagree
with the Company's compelling assertion that more closely aligning fixed costs with fixed
charges lessens the cross-subsidies from cold climates to warm climates. We note that
another benefit of aligning fixed costs with fixed charges is that it lessens the risk of rate
recovery to the Company. While the removal of this risk initially benefits the Company, it
ultimately benefits the ratepayer as the Company will be entitled to a lower rate of return
on equity in future rate proceedings. For these reasons, we will adopt Staff' s proposal to
set the monthly charge at $8.50 for the Residential R10 customer class, but increase the
monthly fixed charge to $10.00 on January l, 2009 and $12.00 on January l, 2011. These
increases in the monthly fixed charge are not intended to impact the Company's overall
revenue and we will ask the Company to submit, for Commission approval, corresponding
decreases in its commodity rates to offset the increase in the fixed monthly charge. This
approach will eventually increase the Company's monthly fee by $5-half of its request-
but do so over time so as not to offend the principle of gradualism. The calculation of the
reduction in commodity rates shall assume all pert inent  facts from this rate case, e.g.,
revenue requirement, expenses, billing determinants, fair value rate base, rate of return,
etc."

Page 57, Line 5: INSERT "initial" after "Based on these"



INSERT new ordering paragraph on page  87:

IT IS  FURTHER ORDERED tha t by J une  1, 2008 the  Compa ny s ha ll s ubmit, for
Commiss ion approva l, commodity ra te s  tha t corre spond with the  increa sed monthly fixed
cha rges  of $10.00 and $12.00 tha t the  Commiss ion ha s  approved in this  proceeding and
tha t S ta ff will pre pa re  its  re comme nda tion re ga rding the  Compa ny's  s ubmis s ion for the
Commiss ion's  cons idera tion a t an Open Meeting in August 2008.

Conforming changes .


