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IN THE MATTER OF ARIZONA PUBLIC DOCKET NO. E-01345A-08-0265

SERVICE COMPANY FOR APPROVAL OF
TRANSMISSION COST ADJUSTOR DECISION NO. _70400
CHARGES ORDER

Open Meeting

July 1 and 2, 2008
Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

1. Arizona Public Service Company (“APS”) is certificated to provide electric service
as a public service corporation in the State of Arizona.

2. On May 23, 2008 APS filed an application with the Arizona Corporation
Commission (“ACC”) seeking an increase in Adjustment Schedule TCA-1 (“TCA-1”). Schedule
TCA-1 lists the transmission cost adjustor (“TCA™) charge which is designed to recover the net
difference between the transmission charges embedded in APS’ base rates and APS’ Federal
Energy Regulatory Commission (“FERC”) approved Open Access Transmission Tariff (‘OATT”)
rates.

3. APS has communicated to Staff that it has provided notice of this application to
ratepayers by means of a bill insert.

4. APS’ TCA mechanism was established by Decision No. 67744 (April 7, 2005).
The TCA rate is currently set at $0.00099/kWh for residential customers, $0.00095/kWh for

General Service customers under 20 kW, $0.525/kW for General Service customers over 20 kW
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and under 3,000 kW, and $0.314/kW for General Service customers 3,000 kW and over pursuant
to Decision No. 70719 (February 27, 2008). The TCA rates proposed in this application are
$0.00121/kWh for residential customers, $0.00122/kWh for General Service customers under 20
kW, $0.638/kW for General Service customers over 20 kW and under 3,000 kW, and $0.346/kW
for General Service customers 3,000 kW and over.

5. Staff has discovered, and verified through discussion with APS, that typographical
errors have inadvertently been included in the descriptions of the customer classes in both the
current TCA-1 and the instant application. The second rate category should be described as
General Service customers at or under 20 kW. The fourth rate category should be described as
General Service customers 3,000 kW and over. In order to correct these errors, Staff has
recommended that these changes be made in the tariff pages filed pursuant to a decision in this
matter.

6. On July 11, 2007 APS made a filing with the FERC to establish formula rates for
calculation of its OATT (FERC Docket No. ER07-1142-000). The ACC is an intervener in this
matter and has participated in settlement discussions working to produce a negotiated agreement
for consideration by the FERC. FERC has not yet issued a decision in this matter. In the past,
APS’ OATT rates have been established through rate cases held at the FERC rather than through
formula rates. The proposed formula rates would adjust annually on May 15th of each year
incorporating the most recent FERC Form No. 1 data. This adjustment is designed to occur
without the requirement of a traditional FERC rate case. APS’ FERC application includes
calculation of new OATT rates to replace existing OATT rates. FERC has allowed APS to charge
the rates requested in their OATT application, beginning March 1, 2008, subject to refund should
the FERC decision in the matter approve rates different from those requested by APS.

7. The OATT rate originally included in the application to FERC was calculated by
APS using 2006 FERC Form No. 1 data and the formula method contemplated in the application.
APS then made an application with the ACC seeking approval to implement TCA rates based on
the proposed FERC OATT. The ACC approved APS’ proposed TCA rates in Decision No. 70719.

These TCA rates are currently in effect and are based on 2006 FERC Form No. 1 data.

Decision No. 70400




LA T NV, IR ~SE 0% B NS

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Page 3 Docket No. E-01345A-08-0265

8. The TCA rates proposed by APS in this application are calculated using 2007
FERC Form No. 1 data that have become available since the filing of the original application with
FERC. The calculation of the proposed TCA rates also includes changes to the formula method
used for calculation of the OATT rate that have evolved through the settlement agreement process.
APS has similarly proposed to the FERC that new OATT rates based on the updated FERC Form
No. 1 data and changes to the formula method be placed in effect on an interim basis pending
consideration of APS’ application to the FERC for implementation of formula rates (FERC Docket
No. ER07-1142-000). The TCA rates proposed in this application will better reflect the OATT
rates adopted by the FERC in its decision in Docket No. ER07-1142-000 as they include the
updated FERC Form No. 1 data and reflect the formula proposed in the settlement agreement
should the FERC approve the settlement agreement without amendment to the proposed rates. The
application proposes that funds collected through the proposed TCA rates would be subject to
refund if the final FERC order reduces the OATT rates agreed to by APS in the proposed
settlement. The application also suggests that any such refund would be reflected in APS’ 2009
recalculation of transmission rates per the formula method.

9. Decision No. 70179, that approved the first implementation of the TCA rate,
ordered that, within 30 days of a decision by FERC establishing the final FERC OATT rate, APS
file with the ACC for approval of a plan for refund. The proposed settlement agreement provides
for reconciliation of any 2008 over collection in the 2009 OATT rates. Refund of any 2008 over
collection would, therefore, be included in future TCA rates. Given the existence of a mechanism
that considers potential 2008 over collection in formulation of 2009 OATT rates, it would be
unnecessary for APS to file with the ACC for approval of a plan for refund should any over
collection occur and should the proposed settlement agreement be approved by the FERC.

10. Should the FERC issue a decision that modifies the provisions of the proposed
settlement agreement in such a way that affects consideration of any 2008 over collection in
formulation of 2009 OATT rates, it will be appropriate for APS to file with the ACC an
application informing the ACC of the amount of the over collection, the alternative method

adopted by FERC to address the over collection, and a request for approval of a method of

Decision No. 70400
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refunding any over collection that may occur. Such an application to the ACC could request that
no action by the ACC be taken to refund potential over collection if the alternative method for
treatment of over collection adopted by FERC is viewed by APS to be satisfactory, but it is
necessary to preserve for the ACC a mechanism to provide for refund of over collection should the
FERC issue a decision that does not provide for recovery of potential over collection to the
satisfaction of the ACC.

11.  To provide an opportunity for the ACC to develop a plan for refunding should the
final FERC decision differ in regard to the terms of the settlement agreement providing for
consideration of any 2008 over collection in formulation of 2009 OATT rates, Staff has
recommended that, within 30 days of a decision by FERC establishing the final FERC OATT rate,
APS file with the ACC for approval an application informing the ACC of the amount of any over
collection should over collection have occurred, the alternative method adopted by FERC to
address the over collection, and a request for approval of a method of refunding any over
collection that may have occurred.

12.  In Attachment D of the application, APS indicates that the transmission charge
increase that results from implementation of the proposed TCA is $0.00022/kWh for residential
customers. APS calculates that the typical bill impact from this increase is $0.25 per month for
residential customers.

13.  APS had asked in the application that the new TCA charges begin July 1, 2008 to
coincide with the “roll-off” of the of $0.001176/kWh PSA surcharge authorized by Decision No.
69663 (June 27, 2007). As the PSA charge is larger that the proposed TCA increase, typical
residential customers would experience a net reduction of $1.12 per month. While approval of this
application would not precisely coincide with the “roll-off” of the PSA surcharge, the effect of the
offset that results from the “roll-off” continues to exist.

14. In order for the TCA rates to more accurately reflect the formula method
contemplated by the proposed settlement agreement and to update rates with newly available

FERC Form No.1 data, Staff has further recommended approval of the proposed TCA rates.

Decision No. 70400




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Page 5 Docket No. E-01345A-08-0265

15. In order to make customers aware of the new TCA rate in their bills, Staff has
further recommended that APS provide notice to customers of the new TCA rate in a bill insert in
a form acceptable to Staff at the time the new TCA rate first appears in the bill.

16.  In order to make the TCA-1 tariff more clear to APS customers and others who
might view the tariff, Staff finds that a change to the format of the tariff should be implemented.
Presently, Adjustment Schedule TCA-1 contains four columns. The first column lists customer
classes to which the TCA Charges apply. The second column is titled Transmission Charge in
Base Rates. It indicates the amount of the transmission costs embedded in base rates. The third
column is titled Total Transmission Charge. It indicates the total of transmission costs to
ratepayers paid through a combination of the transmission component of base rates and the TCA |
Charge. The fourth column is titled TCA Charge. It indicates the rate paid by customers through
the TCA adjustor. The TCA Charge column is the mathematical difference between the first and
second columns. The présence of each of these columns collectively serves to provide a
mathematical proof of the calculation of the TCA Charge. Staff finds this mathematical proof
unnecessary for the purposes of Adjustment Schedule TCA-1. While the calculation is essential
for determination of the correct TCA Charge, the presence of such an equation in a tariff schedule
is unnecessary for the purpose of informing ratepayers and others of the amount of the TCA
Charge. Staff is also concerned that the presence of the equation may be a source of confusion to
ratepayers and other readers of the schedule. Such a format is unusual for tariffs approved by the
ACC. Staff has further recommended that when the tariff is filed as a result of the decision in this
matter, the second and third columns be removed so that only the Customer classes and
corresponding TCA Charges are shown.

Because this is the second adjustment to the TCA, and the Commission believes it is in the
public interest for ratepayers and the Commission to be able to track the amount of revenue
collected through the TCA, APS should report this amount on or before January 31% each year,

beginning in 2009, for the previous calendar year.

Decision No. _zw(l__
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CONCLUSIONS OF LAW

1. APS is an Arizona public service corporation within the meaning of Article XV,
Section 2 of the Arizona Constitution.

2. The Commission has jurisdiction over APS and the subject matter of the
application.

3. Approval of the proposed tariff does not constitute a rate increase as contemplated
by A.R.S. Section 40-250.

4. The Commission, having reviewed the application and Staff’s Memorandum dated
June 17, 2008, concludes that it is in the public interest to approve Adjustment Schedule TCA-1.

ORDER

IT IS THEREFORE ORDERED that Adjustment Schedule TCA-1 be approved.

IT IS FURTHER ORDERED that, within 30 days of a decision by FERC establishing the
final FERC OATT rate, APS file with the ACC for approval an application informing the ACC of
the amount of any over collection should over collection have occurred, the alternative method
adopted by FERC to address the over collection, and a request for approval of a method of
refunding of any over collection that may have occurred should the final FERC decision differ in
regard to the terms of the settlement agreement providing for consideration of any 2008 over
collection in formulation of 2009 OATT rates.

IT IS FURTHER ORDERED that APS provide notice to customers of the new TCA rate in
a bill insert in a form acceptable to Staff at the time the TCA rate first appears in the bill.

IT IS FURTHER ORDERED that APS shall file in Docket Control on or before January
31% of each year, beginning in 2009, a report detailing the amount of revenue collected in the

previous calendar year through the TCA.

Decision No. 70400
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1 IT IS FURTHER ORDERED that Arizona Public Service Company file with Docket

2 || Control, as a compliance item in this matter, tariff pages consistent with the terms of this Decision

3 |l within 15 days from the effective date of this Decision.

4 IT IS FURTHER ORDERED that this Decision shall become effective immediately.

5

6 BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

7 .77/ 40Y

o jfw s A, /

CHAIRMAN COMMISSIONER
9
T
. 0/
J /fw/')
= ISSIONER COMMISSIONE/R %c@OﬂVHSSIONER
12 '
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
13 Director of the Arizona Corporation Commission, have
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Commission to be affixed at the Capitol, in the City of
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1 ||SERVICE LIST FOR: Arizona Public Service Company
DOCKET NO. E-01345A-08-0265

Mr. Thomas Mumaw

Attorney for Arizona Public Service Company
Post Office Box 53999 MS 8695

Phoenix, Arizona 85072-3999

I

Mr. Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
g /1200 West Washington

Phoenix, Arizona 85007
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Ms. Janice M. Alward

10 Il Chief Counsel, Legal Division

11 Arizona Corporation Commission
1200 West Washington Street

12 [IPhoenix, Arizona 85007
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