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Dear Pa rtie s  to the  Docke t:

On Octobe r 24, 2007, Arizona  Public Se rvice  Company ("APS" or "Company") filed revised
changes  to Schedule  3, pursuant to Decis ion No. 69663. In this  tiling, APS proposed to trea t
Schedule  3 proceeds as  misce llaneous service  revenues ra ther than Contributions In Aid of
Cons truction ("CIAC"), a s  most Schedule  3 proceeds  have  his torica lly been recognized. In its
Report on the  Schedule  3 changes, Commission Staff recommended that these  payments
continue  to be  trea ted as  CIAC.

No Party to this  case  has filed an analysis  on APS' proposal to trea t Schedule  3 proceeds as
revenues  ra the r than CIAC and it's  my view tha t this  ma tte r require s  furthe r inquiry prior to a
vote . In pa rticula r, I would like  to know, with a  high de gre e  of spe cificity, wha t ta ngible  be ne fits
would re sult from tre a ting the se  monie s  a s  re ve nue  or CIAC. The re fore , would like  S ta ff,
RUCO, APS and any other inte rested Party to answer the  following questions  :

Firs t, I would like  the  Pa rtie s  to file  a  comprehens ive  ana lys is  of APS ' proposa l for trea ting the
Schedule 3 proceeds as revenue.

Second, how will APS and its  customers be  affected by trea ting Schedule  3 proceeds as revenue
versus CIAC? What a re  the  positive  and negative  impacts  to APS and its  customers  associa ted
with these  two options?

Third, for each option, will the  money tha t APS rece ives  from Schedule  3 be  sufficient to
mitiga te  the  need for future  ra te  re lie f, and if so, to what degree?

Fourth, over wha t time  period will cus tomers  experience  benefits  from trea ting Schedule  3
proceeds  a s  CIAC and revenue?  Will this  be  a  short-te rm benefit, or will cus tomers  continue  to
see benefits  as long as growth is sustained?

Fina lly, one  Wall S tree t firm has  e s tima ted APS would rece ive  be tween $50 million and $150
million in proceeds  annua lly from the  remova l of the  free -footage  a llowance , apparently based
on comments  made  by APS President and Chief Financia l Officer Don Brandt a t a  recent
investor confe rence . would like  APS to provide , for public discuss ion, an e s tima te  of how the
Schedule  3 changes will impact the  Company's  revenue each year over the  next three  years .
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Thank you for your a ttention to these  questions , and I look forward to address ing these  very
important issues  a t a  future  Commiss ion Open Meeting.

S ince re ly,
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Kris  Ma ye s
Commiss ione r

Cc: Cha irma n Mike  Gle a son
Commis s ione r Willia m A. Munde ll
Commiss ione r J e ff I-la tch-Mille r
Commiss ione r Gary P ie rce
De a n Mille r
Ernest Johnson
Lyn Fa rme r
C h ris  Ke e le y
Rebecca  Wilde r


