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IN THE MATTER OF THE JOINT
APPLICATION OF THE ARIZONA
ELECTRIC POWER COOPERATIVE, INC.,
~SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATWE, INC. AND MOHAVE
ELECTRIC COOPERATWE, INC. FOR
APPROVAL OF (1) A PARTIAL-
REQUIREMENTS AGREEMENT WITH
SULPHUR SPRINGS VALLEY ELECTRIC
COQPERATIVE, INC., (2) AN
AMENDMENT TO THE PARTIAL-
REQUIREMENTS AGREEMENT WITH
MOHAVE ELECTRIC COOPERATWE,
INC. AND (3) REVISED PARTIAL-
REQUIREMENTS RATES IN RELATION
THERETO

ORDER

Open Meeting
December 18 and 19, 2007
Phoenix, Arizona
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22 FINDHQGS oF FACT

23 1. Arizona Electr ic Power Cooperative,  Inc.  ("AEPCO"),  Sulfur  Springs Valley

24 Electr ic Cooperative,  Inc.  ("SSVEC"),  and Mohave Electr ic Cooperative,  Inc.  ("MEC") are

25 certificated to provide electric service as public service corporations in the State of Arizona.

26 2. Currently, AEPCO's Arizona Class A all-requirements members are the Duncan

27 Valley Electric Cooperative, Inc.,  Graham County Electric Cooperative, Inc.,  Trico Electric

28 Cooperative, Inc. and SSVEC. The partial-requirements Class A member is MEC.

BY THE COMMISSION:
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3. APECO is  a n Arizona  non-profit e le ctric ge ne ra tion coope ra tive  which supplie s  a ll

or most of the  power and ene rgy needs  of its  live  Class  A member dis tribution coope ra tives . MEC

is  currently AEPCO's  only pa rtia l-requirements  Cla ss  A member.

4. Unde r the  pa rtia l-re quire me nts  re la tions hip, MEC commits  to purcha s e  a  fixe d

amount of capacity and ene rgy from AEPCO and then secures  from a  source  of its  own choos ing

a ny a dditiona l powe r re quire me nts  ne ce s s a ry to me e t the  powe r a nd e ne rgy ne e ds  of its  re ta il

members .
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8 5. On Augus t 22, 2007, AEPCO, SSVEC a nd MEC submitte d a  Joint Applica tion for

9 a pprova l of a  ne w pa rtia l-re quire me nts  Ca pa city a nd Ene rgy Agre e me nt be twe e n AEP CO a nd

10 SSVEC, an Amendment to the  Partia l-Requirements  Agreement be tween AEPCO and MEC and a

revised Partia l-Requirements  Rates  and Fixed Charge  Schedule  in re la tion there to.

6. SSVEC ha s  e le cte d to conve rt its  Cla ss  A me mbe r re la tionship with AEPCO from

13 an a ll-to a  pa rtia l-requirements  re la tionship. SSVEC implemented a  reques t to become  a  pa rtia l-

14 re quire me nts  me mbe r of AEP CO unde r rights  gra nte d by the  Arizona  Corpora tion Commiss ion

15 ("Commiss ion") in Decis ion No. 63868, da ted July 25, 2001 .

16 AEP CO's  Boa rd re vie we d, a pprove d a nd s upports  S S VEC's  re que s t to conve rt

from an a ll-requirements  to a  partia l-requirements  member of AEPCO's  genera tion coopera tive .

8. SSVEC's  convers ion to partia l-requirements  s ta tus  is  a lso subject to the  review and

a pprova l of the  Rura l Utilitie s  S e rvice  ("RUS "). By le tte r da te d J une  7, 2007, the  RUS  notifie d

AEP CO of its  a pprova l of the  P a rtia l-Re quire me nts  Ca pa city a nd Ene rgy Agre e me nt be twe e n

AEP CO a nd S S VEC ("S S VEC P RA").

9. The  S S VEC P RA diffe rs  in ce rta in re spe cts  from the  MEC P a rtia l-Re quire me nts

Ca pa city a nd Ene rgy Agre e me nt ("MEC P RA"). In the  le tte r da te d June  7, 2007, the  RUS  a lso

a pprove d a n a me ndme nt to the  MEC P R.A to ma ke  the  S S VEC P RA a nd the  MEC P RA more

uniform in temps, conditions , content and layout.

10. AEP CO propose s  tha t S S VEC a nd MEC be  cha rge d the  s a me  O&M a nd e ne rgy

ra te s . The se  ra te s  we re  a pprove d by the  Commiss ion in De cis ion No. 68071 da te d Augus t 17,

2005. S S VEC's  propose d monthly fixe d Fa cilitie s  Cha rge  in the  a mount of $757,429 is  ba se d28

7.
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upon the  s a me  me thod a uthorize d by the  Commis s ion, but is  le s s  tha n MEC's  Fa cility Cha rge

because  SSVEC has a  lower Alloca ted Capacity Percentage  than MEC.

l I. No revis ions  to the  ra te s  cha rged to AEPCO's  remaining a ll-requirements  members

or MEC are  necessary as  a  result of SSVEC's  partia l-requirements  convers ion.

AEPCO is  propos ing tha t SSVEC's  fue l and purchased power base  cos t should be1 2 .

6 the  same  as  MEC's  in the  amount of $0.01603 pe r kph. Regarding the  Power Cos t Adjus tor Ra te ,

7 AEPCO is  propos ing tha t the  ra te  for SSVEC rema in a t the  a ll-requirements  leve l until the  time  of

8 the  firs t semi-annua l adjus tment following approva l of the  Applica tion.

9 13. AEP CO's  pro forma  Time s  Inte re s t Ea rne d Ra tio  ("TIER") a nd De bt . S e rvice

10 Cove ra ge  Ra tio ("DS C") a re  improve d s lightly to 2.20 a nd 1.63, re spe ctive ly, due  to de cre a se d

11 ca pa city a nd e ne rgy cha rge s  be ing gre a te r tha n de cre a s e d re ve nue s  e xpe cte d whe n S S VEC

12 becomes a  partia l-requirements  member.

14. In orde r to a llow SSVEC to promptly commence  planning and procurement for the

14 summe r of 2008 a nd to a fford AEP CO the  full 2008 ca le nda r ye a r of ope ra ting e xpe rie nce  with

15 SSVEC a s  a  pa rtia l-re quire me nts  me mbe r, the  Applica nts  re que s t tha t the  Commiss ion a pprove

16 the ir Applica tion no la te r than its  December 2007 Open Mee ting.

17 S TAFF'S  RECOMMENDATIONS  AND FINDINGS

18 15. S ta ff has  recommended approva l of the  Joint Applica tion filed On August 22, 2007

19 by AEPCO, SSVEC and MEC. S ta ffs  re commenda tion is  supported by the  findings  tha t follow.

20 16. The  approved Joint Applica tion will a llow SSVEC to fina lize  conve rs ion to become

21 a  new pa rtia l-requirements  member and time ly implement planning and procurement of capacity

22 and energy needs for the  summer 2008 requirements  (Joint Applica tion, p.4, Item No. 11).

23 17. AEP CO's  Boa rd a nd its  me mbe rs ' re pre se nta tive s  ha ve  re vie we d, a pprove d a nd

24 support S S VEC's  conve rs ion to a  pa rtia l-re quire me nts  me mbe r (Joint Applica tion, p.2, Ite m No.

25 4).

13

The  RUShas  approved the  Pa rtia l-Requirements  Capacity and Ene rgy Agreement

27 between AEPCO and SSVEC and an Amendment to the  Partia l-Requirements  Agreement be tween

28 AEP CO a nd MEC (Joint Applica tion, Exhibit B).

26 1 8 .
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1 19.

2

3

S ta ff submitte d the  following two-pa rt da ta  re que s t to Attorne ys  Micha e l

Gra n t a nd  Bra d le y Ca rro ll re ga rd ing  MEC's  e xpe rie nce s  ope ra ting  a s  a  pa rtia l-

requirements member since 2001 :

4

5

6

"AEP CO re s tructuring a nd the  Moha ve  Ele ctric Coope ra tive , Inc. ("MEC")
conve rs ion to a  pa rtia l-re quire me nts  me mbe r a re  dis cus se d in ite m No. 2 of
the  Applica tion. In the  pe riod of time  s ince  De cis ion No. 63868, ha s  MEC
incurre d any a dminis tra tive complica tions with a n y p u b lic se rvice
corpora tions  or a dminis tra tion a ge ncie s  due  prima rily to its  conve rs ion from
an a ll-to a  pa rtia l-requirements  member?"7

8

9

"Also, ha ve  a ny of the  e nd-use rs  of MEC incurre d a ny re lia bility proble ms  or
highe r e ne rgy cos ts  a ttributa ble  prima rily to the  MEC conve rs ion from a n a ll-
to a  pa rtia l-requirements  member?"

10

11 MEC's  re s pons e s  to S ta ffs  da ta  re que s t(s ) re a s s ure s  S ta ff tha t the  AEP CO re s tructuring a nd

S S VEC's  conve rs ion to a  pa rtia l-re quire me nts  me mbe r a re  in the  be s t inte re s ts  of AEP CO a nd12

13

14 re ce ive d from MEC on th is  ma tte r:

SSVEC. The  following e xce rpt from MEC's  re sponse s  summa rize s  the  na ture  of the  re sponse s

"To da te  the re  ha ve  be e n no complica tions  or a dve rs e

15

16 20.

17

18

19

20

21

impacts  of any na ture  as  the  result of the  conversion."

Re ga rding the  a ll-re quire me nts  me mbe rs , the y be ne fit from S S VEC's  conve rs ion

with no re vis ions  in ra te s  (J oint Applica tion, P .4, Ite m No. 8) a nd highe r TIER a nd DS C ra tios

(Joint Applica tion, Exhibit F, p.2).

21. S ta ff was  able  to ve rify SSVEC's  Alloca ted Capacity Pe rcentage  and the  proposed

monthly Fa cilitie s  Cha rge  in the  a mount of $757,429 by re fe ning to the  S che dule  of Alloca te d

Capacity Pe rcentages  filed a s  Exhibit A in the  Joint Applica tion (Appe ndix A to Exhibit A-5),

22. AEP CO will not incur a ny s tra nde d cos ts  a s  a  re s ult of S S VEC conve rting to  a
22

23

24

25

26

partia l-requirements  member (AEPCO's  response  to a  Staff da ta  request).

23. S ta ff supports  a llowing SSVEC to continue  us ing the  a ll-requirements  adjus tor ra te

until the  normal semi-annual adjustment process  occurs  because  it keeps a ll of AEPCO's  members

on the same s che dule  for upda ting a djus tor ra te s . As  of Octobe r l, 2007, the  a ll-re quire me nts

adjus tor ra te  for SSVEC is  expected to be  $0.01268 pe r kph. Depending on the  e ffective  da te  of27

28
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the  Commiss ion's  de cis ion on this  Joint Applica tion, the  upda te  of S S VEC's  a djus tor ra te  to the

2 pa rtia l-re quire me nts  le ve l will like ly occur April 2008.

24. In  lig h t o f th e  fin d in g s  d is cu s s e d  a b o ve ,  S ta ff h a s  re co mme n d e d  th a t th e

4 Commiss ion a pprove  the  AEP CO/S S VEC/MEC Joint Applica tion to conve rt S S VEC to a  pa rtia l-

re quire me nts  me mbe r (J oint Applica tion, Exhibit A), imple me nt the  s e cond a me ndme nt to the

MEC P a rtia l Agre e me nt (J oint Applica tion, Exhibit C), re vis e  P a rtia l-Re quire me nts  Me mbe rs

Rates  and Fixed Charge  Schedule  (Joint Applica tion, Exhibit E) and a llow the  continued use  of the7

8 a ll-requirements  adjus tor ra te  for SSVEC until the  ra te  is  reca lcula ted.

25.9 Sta ff has  a lso recommended tha t the  Commiss ion specify in its  Order tha t approva l

11

12

13

10 of the  Joint Applica tion a t this  time  does not constitute  a  ra te  increase  under A.R.S. Section 40-250

or guarantee  any future  ra te rnaking trea tment of the  Applica tion.

CONCLUS IONS  OF LAW

AEP CO, S S VEC, a nd MEC a re  public s e rvice  corpora tions  within the  me a ning of

14 Article  XV, Se ction 2, of the  Arizona  Cons titution.

The  Commiss ion ha s  jurisdiction ove r AEPCO, SSVEC, a nd MEC a nd the  subje ct15

17

18

19

20

16 ma tte r of the  Applica tion.

The  Commiss ion, having reviewed the  Applica tion and S ta ff's  memorandum dated

De ce mbe r 4, 2007, conclude s  tha t it is  in the  public inte re s t to a pprove  the  Joint Applica tion of

Arizona  Ele ctric P owe r Coope ra tive , S ulphur S prings  Va lle y Ele ctric Coope ra tive  a nd Moha ve

Electric Coope ra tive .

21 ORDER

22 IT IS  THEREFORE ORDERED tha t the  J o in t Applica tion  of Arizona  Ele ctric  P owe r

23

25

26

Coope ra tive , Inc .,  S u lfu r S prings  Va lle y Ele ctric  Coope ra tive , Inc .,  a nd  Moha ve  Ele ctric

24 Coope ra tive , Inc. to conve rt S ulfur S prings  Va lle y Ele ctric Coope ra tive , Inc. (Exhibit A) to a

partia l~requirements member is  approved.

IT IS  FURTHER ORDERED th a t th e  J o in t Ap p lica tio n  o f Arizo n a  E le c tric  P o we r

Coope ra tive , Inc., S ulphur S prings  Va lle y Ele ctric  Coope ra tive , Inc. a nd  Moha ve  Ele ctric27

28

2.

3.

1.
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1 Coope ra tive , Inc. to imple me nt the  se cond a me ndme nt to the  Moha ve  Ele ctric Coope ra tive , Inc.

2 Pa rtia l Agreement (Exhibit C) is  approved.

IT IS  FURTHE R ORDE RE D th a t th e  J o in t Ap p lica tio n  o f Arizo n a  E le c tric  P o we r3

4 Coope ra tive , Inc .,  S u lfu r S p rings  Va lle y E le c tric  Coope ra tive , Inc . a nd  Moha ve  E le c tric

5

6

7

8

9

10

Coope ra tive , Inc. to re vis e  P a rtia l-Re quire me nts  Me mbe rs  Ra te s  a nd Fixe d Cha rge  S che dule

(Exhibit E) is  a pprove d.

IT IS  FURTHE R ORDE RE D th a t th e  J o in t Ap p lica tio n  o f Arizo n a  E le c tric  P o we r

Coope ra tive , Inc., S ulphur S prings  Va lle y Ele ctric  Coope ra tive , Inc. a nd  Moha ve  Ele ctric

Coope ra tive , Inc. to a llow the  continue d us e  of the  a ll-re quire me nts  a djus tor ra te  for S ulphur

Springs  Va lley Electric Coopera tive , Inc. until the  ra te  is  reca lcula ted is  approved.
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IN W ITNE S S  W HE R E O F ,  I De a n  S .  Mille r ,  In te rIm
Executlve  Dlrector of the  Arizona  Corpora tion Commlssxon
have  he reunto, s e t my hand and caus ed the  officia l s ea l of
thls  Commls s lon to be  a ffixed a t the  Capltol, nm the  Clty of
Phoenlx, thls 9 1 5 * d a y of 2007.

,
De a  S . Mille r
Intent Executlve  Dlrector

DIS S ENT.

DIS S ENT.

EG] .WHM .tdp\ccK

70105Decis ion No.
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l IT IS  FURTHER ORDERED tha t approva l of the  J oint Applica tion a t this  time  does  not

2 . cons titute  a  ra te  incre a s e  unde r A.R.S . S e ction 40-250 or gua ra nte e  a ny future  ra te ma king

3 trea tment of the  Applica tion.

4 IT IS FURTHER ORDERED tha t this  Decis ion sha ll become effective  immedia te ly.

5

6

7

8

9

10

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
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1 SERVICE LIST FOR: Arizona Electric Power Cooperative, Inc. et al
DOCKET nos. E-01773A-07-0490 tal

2

3

4
Mr. Micha e l M, Gra nt
Attorneys  for Arizona  Electric Power Coope ra tive , Inc.
Ga llaghe r & Kennedy, P .A.
2575 East Camelback Road
Phoenix, Arizona  85016-9225
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Mr. Bra dle y S . Ca rroll
Attorne ys  for S ulfur S prings  Va lle y Ele ctric Coope ra tive , Inc.

S ne ll & Wilme r, L.L.P .
One  Arizona  Cente r
400 East Van Buren Street
Phoenix, Arizona  85004-2202
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1 3

Mr. Micha e l A. Curtis
Attorneys  for Mohave  Electric Coope ra tive , Inc.
Curtis , Goodwin, Sulliva n, Uda ll & Schwa b, P .L.C.
501 East Thomas Road
Phoenix, Arizona  85012
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Mr. Emest G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  850071 7
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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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