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16 BY THE COMMISSION:

17 FINDINGS OF FACT

18 1. Arizona Public Service Company ("APS" or "Compally") is certificated to provide

19 electric service as a public service corporation in the State of Arizona.

20 2. On June 28, 2007, the Commission approved Decision No. 69663 ("Decision") that,

21 in par t ,  author ized APS to implement an Environmental Improvement Surcharge ("ElS" or

22 "Surcharge") as set forth in the Decision. The Commission also ordered APS to tile with Docket

23 Control as a compliance item in the Docket, an ElS plan of administration ("POA" or "Plan") for

24 Commission approval.

25 3. Effective July 1, 2007, the ElS began appearing on customer bills as the Federal

26 Environmental Improvement Surcharge. Customers' bills contain an informative description of the

27 ElS as follows: "A charge to recover a portion of the cost of investments for  environmental

28

Open Meeting
March 11 and 12, 2008
Phoenix, Arizona



9

Page 2 Docke t Nos . E-01345A-05-0816, e t a l.

1

3

5

6

7

8

9

10

11 6.

12 ending balance .

7.

improve me nts  a t AP S ' ge ne ra tion fa cilitie s  de s igne d to comply with e nvironme nta l s ta nda rds

2 manda ted by federa l laws or regula tions ."

P ursua nt to De cis ion No. 69663, on July 27, 2007, AP S  file d with Docke t Control

4 its  propose d ElS  P la n for Commiss ion a pprova l. AP S ' filing conta ins  a  re que s t to a ddre s s  wha t

may be  an overs ight in the  Decis ion. APS be lieves  tha t Ra te  Schedules  Sola r-3 (Sola r Power P ilot

P rogram) and GPS-1 (Green Power Block Schedule ) should be  exempted from the  Surcha rge  a s

are  Rate  Schedules Sp-l (Solar Partners), GPS-2 (Green Power Percent Schedule) and Solar-2.

The  proposed P lan indica tes  tha t funds  collected from the  ElS  will be  recorded as  a

re gula tory lia bility. Us e  of the  funds  on qua lifie d proje cts  will re duce  the  re gula tory lia bility a nd

be  recorded a s  Contributions  in Aid of Cons truction.

Inte re s t will be  ca lcula te d on the  ElS  ba la nce  monthly ba se d on the  prior month's

13

14

1 5

1 6

As summarized on Page  3 of the  proposed Plan, APS explicitly addresses ten of the

e leven conditions  orde red by the  Commiss ion on page  86 of the  Decis ion. It should be  noted tha t

the  unaddressed condition (Cumula tive  ElS Funds) is  included in Schedule  1 of the  proposed Plan.

In accordance  with the  Decis ion, the  proposed P lan explicitly precludes  the  use  of8.

17 ElS  funds  for payment of fines  or pena ltie s .

The  Decis ion a lso require s  APS to unde rtake  a  clima te  change  management plan,

19 ca rbon e mis s ion re duction s tudy, a nd commitme nt-a ction pla n, which a ccording to AP S  ma y

20 produce  initia tives  tha t increase  costs  for environmenta l projects .

21 10. The  ElS  will not be  based on forecas t cos ts  but may include  cos ts  a ssocia ted with

22 non~manda ted projects . APS sugges ts  tha t the  Commiss ion could review the  prudence  of adding

23 non-ma nda te d ElS -re la te d ca pita l e xpe nditure s  to the  ElS  fund during the  a nnua l re vie w of file d

1 8

24 reports  or a  genera l ra te  case  (Decision, p. 83).

11. In the  event APS collects  excess  funds , APS would have  a  regula tory liability on its

26 ba lance  shee t until such time  as  the  Commiss ion addresses  dispos ition of it during annua l review

25

27 or during a  general ra te  case .

28 . . .

4.

5.

9.
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1 Staff's Findings and Recommendations

2

1 3

23

12. KWh billings  unde r Ra te  S che dule s  S p-l (S ola r P a rtne rs ), GP S -2 (Gre e n P owe r

3 P e rce nt S che dule ) a nd S ola r-2 a re  e xclude d from the  ElS . AP S ' filings  in this  Docke t propos e

4 a lso e xcluding Ra te  S che dule s  GP S -l (Gre e n P owe r Block S che dule ) a nd S ola r-3 (S ola r P owe r

5 P ilot P rogram) from the  Surcha rge . The  Company be lieves  tha t the  ene rgy se rved unde r a ll of its

6 sola r a nd gre e n powe r ra te s  should be  e xclude d from the  ElS , be ca use  cus tome rs  a lre a dy pa y

7 premium ra te s  for ene rgy provided unde r these  environmenta lly friendly ra te  schedule s . S ta ff has

8 recommended tha t Ra te  Schedule s  GPS-l and Sola r-3 be  included in the  group of ra te  schedule s

9 tha t a re  explicitly excluded from the  ElS  .

10 13. The  proposed E lS  Billin g section conta ins  an informa tive  description tha t appea rs

l l on cus tome rs ' bills  a s  follows : "A cha rge  to re cove r a  portion of the  cos t of inve s tme nts  for

12 environmenta l improvements  a t APS ' gene ra tion facilitie s  des igned to comply with environmenta l

s ta nda rds  ma nda te d by fe de ra l la ws  or re gula tions ." According to the  re cord in this  ca se  (June

14 2007 Open Mee ting, Tr. Vol. W, pp. 690-703), the  projects  included in the  initia l ElS  a re  fede ra lly

15 manda ted environmenta l projects . If future  non-manda ted environmenta l projects  a re  included in

16 the  ElS  fund, S ta ff has  recommended tha t APS be  required to change  the  informa tive  description

17 tha t a ppe a rs  on cus tome rs ' bills  to "A cha rge  to re cove r a  portion of the  cos t of inve s tme nts  for

18 environmenta l improvements  a t APS ' gene ra tion facilitie s  des igned to comply with environmenta l

19 standards mandated or expected to be  mandated by federa l, s ta te  or loca l laws or regula tions."

20 14. In the  event tha t non-mandated environmenta l projects  a re  included in the  ElS  iiund,

21 and the projects are  expected to be mandated in the foreseeable  future , Staff has recommended that

22 no la te r tha n the  ne xt a nnua l re vie w of ElS -re la te d proje cts , AP S  obta in the  Colmnis s ion 's

approval to use  ElS funds for those  projects .

In the  event tha t non-mandated environmenta l projects  a re  included in the  ElS  fund,

25 and the  projects are  not expected to be  mandated in the  foreseeable  future , Staff has recommended

26 tha t APS obta in the  Commission's  approva l to use  ElS ds for those  projects  before  construction

27 be gins  on the  proje cts . The  purpose  of the  re vie w is  to give  the  Commiss ion the  opportunity to

28 he a r AP S ' re a s ons  for propos ing cons truction of non-ma nda te d e nvironme nta l improve me nt

70213

24 1 5 .

Decis ion No .



P a ge  4 Docke t Nos . E-01345A-05-0816, e t a l. \

1

2

3

proje c ts . AP S  s ha ll not cons ide r the  Commis s ion 's  findings  in  the s e  ma tte rs  a s  be ing in  lie u  of

future  prude nce  re vie ws .

16.

4

5

6

7 17.

8

9

10

11

In the  e ve nt tha t othe r tha n fe de ra lly ma nda te d e nvironme nta l proje cts  a re  include d

in  the  E lS  fund, S ta ff ha s  re comme nde d tha t the  Commis s ion re quire  AP S  to cha nge  the  na me  of

the  S urcha rge  from the  "Fe de ra l Environme nta l Improve me nt S urcha rge " to  the  "Environme nta l

Improve me nt S urcha rge ".

On pa ge  thre e  of the  propos e d P la n s ubmitte d by AP S , te n of the  e le ve n conditions

s pe cifie d by the  Commis s ion ha ve  be e n bulle t lis te d. S ta ff ha s  re comme nde d tha t the  Commis s ion

re quire  AP S  to a dd the  mis s ing ninth condition a s  s pe cifie d in the  De cis ion a t pa ge  86, line s  23-24,

to the  propos e d bulle t lis t a s  follows : "Cumula tive  ElS  funds  colle c te d from J uly 1, 2007 through

J une  30"' of the  curre nt pe riod , 10)...." In  a ddition , S ta ff ha s  re comme nde d tha t the  Commis s ion

12 re quire  AP S  to re vis e  the  propos e d bulle t lis t to numbe rs  to agree in forma t with the  Commis s ion 's

De cis ion.13

14 18.

15

1 6

17

18

19

20

21

23

25

27 19.

S ta ff ha s  re comme nde d tha t the  Commis s ion re quire  AP S  to  us e  the  5-ye a r

Treasury Cons tant Ma turitie s  ra te  when ca lcula ting monthly ea rned inte re s t applicable  to the  ElS

fund. AP S  propose s  us ing the  l-ye a r Tre a sury Cons ta nt Ma turitie s  ("TCM") ra te  a s  e s ta blishe d

for cash deposits  he ld by the  Company for s ix months  or longer. S ta ff notes  tha t customer security

de pos its  a re  norma lly only he ld for 12-month (re s ide ntia l) or 24-month (nonre s ide ntia l) pe riods .

These  time  pe riods  a re  short te rm in na ture  compared to the  typica l four-to five -yea r cons truction

pe riods  a s s ocia te d with the  e nvironme nta l improve me nt proje cts  origina lly tile d by AP S . In

a ddition the  5-ye a r ra te  would provide  ra te pa ye rs  with a n opportunity to be ne fit from a  s lightly

22 highe r inte re s t ra te . For e xa mple , during the  we e k e nde d Ja nua ry 18, 2008, the  a ve ra ge  5-ye a r

TCM ra te  wa s  only fourte e n ba s is  points  highe r tha n the  compa ra ble  l-ye a r TCM ra te . S ta ff

24 be lie ve s  tha t the  s light inte re s t ra te  pre mium is  a ppropria te  in this  ca se  be ca use  it a pplie s  to a

longer iiund re tention period, and he lps  to a llevia te  the  ra tepayers ' burden of incurring zero inte res t

26 months that are  expected to be  a  routine  occurrence according to APS.

S ta ff ha s  re comme nde d tha t the  Commis s ion re quire  AP S  to s e pa ra te ly ide ntify

cos ts  cha rge d to the  ElS  fund tha t a re  a  dire ct re sult of cos ts  incurre d by APS  in complying with

70213
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the  Decis ion's  requirement tha t APS prepare  and file  a  climate  management plan, ca rbon emiss ion

reduction s tudy and commitment-action plan.

Staff has  recommended tha t the  above  noted revis ions be  incorpora ted into the  Plan20.

5 21.

6

7

8

4 of Adminis tra tion and tha t the  Commiss ion approve  the  P lan.

Within te n da ys  of a  de cis ion in this  ma tte r S ta ff ha s  re comme nde d tha t AP S  be

re quire d to file  with Docke t Control, a s  a  complia nce  ite m in this  ca s e , a  ta riff s e tting forth its

Environmenta l Improvement Surcha rge  P lan of Adminis tra tion.

CONCLUS IONS  OF LAW

APS is  a  public se rvice  corpora tion within the  meaning of Article  XV, Section 2 of

10 the  Arizona  Cons titution.

9

11 Th e  Co mmis s io n  h a s  ju ris d ic tio n  o ve r AP S  a n d  th e  s u b je c t ma tte r o f th e

12 Applica tion .

13

14

15

The  Commis s ion ha ving re vie we d the  propos e d P la n a nd S ta ffs  Me mora ndum

dated February 27, 2008, concludes tha t it is  in the  public inte rest to approve  the  Plan as  submitted

by APS and revised by S ta ff.

16 O R DE R

17

18

IT IS  THEREFORE ORDERED tha t the  Arizona  P ublic S e rvice  Compa ny Environme nta l

Improvement Surcharge  Plan of Adminis tra tion as  revised here in is  approved.

19

20

21

22

23

24

25

26

27

28
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3.

1.
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BY THE ORDER OF THE ARIZONA CORPORAT1ON COMMISSION

f:Z~¢4¢,c¢m.- W

C OMMIS S IONER QGMNHSSTONER

IN W ITNE S S  W HE R E O F ,  I DE AN s .  MILLE R ,  In te r im
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto, s e t m y ha nd a nd ca us e d the  offic ia l s e a l of

Commis s ion to e  a ffixe d a t the  C  p it
. ;24*ib day of 08/

this
Phoenix, thls .24 2

1, in the  City of
, 2008.

1 IT IS  FURTHER ORDERED tha t within  te n da ys  of a  de cis ion in  th is  ma tte r Arizona

2 Public Se rvice  Company is  required to file  with Docke t Control, a s  a  compliance  item in this  ca se ,

3 a  ta riff s e tting  fo rth  its  Environme nta l Improve me nt S urcha rge  P la n  o f Admin is tra tion  in

4 conformance  with the  revis ions discussed here in.

5 IT IS  FURTHER ORDERED tha t this  Decis ion sha ll become  e ffective  immedia te ly.

6

7

8

9

10

l l

12

13 COMMIS S IONER

14

15

16

17

lb

19

20

21

22 DISSENT:
23

24 DIS S ENT:

25 EGJ :WHM:lhm\J FW

26

27

28

DEAN/§ 4 4 4
Interim Executive Director

Decis ion No .
70213
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Gary Yaquinto, President
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Greg Patterson
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De cis ion No 70213



»

P a ge  8 Docke t Nos . E-01345A-05-0816, e t a l.

1

2

J im Ne lson
12621 North 17th Place
Phoe nix, AZ 85022

Amanda  Ormond
The  Ormond Group LLC
Southwest Representative
Inte re s t Ene rgy Allia nce
7650 South McClintock, Suite  103-282
Tempe , AZ 85284

3

4

Ge orge  Bie n-Willne r
3641 North 39th Avenue
P hoe nix, AZ 85014

5

6

7

Gary L. Nakarado
ARIZONA S OLAR ENERGY
INDUS TRIES  AS S OCIATION
24657 Foothills  Drive  North
Golden, CO 80401

Micha e l L. Kurtz
Kurt J . Boe hm
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite  1510
Cincinna ti, OH 45202

8

9
Ta mmie  Woody
10825 West Laurie  Lane
Peoria , AZ 85345

10

Scott S . Wakefie ld
RUCO
1110 West Washington, Suite  220
Phoenix, AZ 85007

11

12

13

Lawrence  V. Robertson, J r.
MUNGER CHADWICK
P . 0. Box 1448
Tubae , AZ 85646

Joseph Knauer, President
Jewish Community of Sedona

and the  Verde  Va lley
100 Me a dowla rk Drive
Pos t Office  Box 10242
Sedona , AZ 86339-8242

14

15 David C. Kennedy, Esq.
3819 East Indian School Road
Phoenix, AZ 8501816

Bill Murphy
Murphy Cons ulting
5401 North 25th Stree t
Phoenix, AZ 85016

17

18

Micha e l F. He a ly
MORGAN, LEWIS  & BOCKIUS
1111 Pennsylvania  Avenue , NW
Washington, DC 2000419

20

21

Andre w W. Be ttwy
Karen S . Ha ile r
Assistants  General Counsel
Le ga l Affa irs  De pa rtme nt
S OUTHWES T GAS  CORP ORATION
5241 Spring Mounta in Road
Las  Vegas , Nevada  89150

22

Barba ra  Klemstine
Bria n Brumfie ld
Arizona  Public Se rvice
P .O. Box 53999, Mail S ta tion 9708
P hoe nix, AZ 85072-3999

23

24

Tracy Spoon
Sun City Taxpayers  Associa tion
12630 North 103rd Avenue , Suite  144
Sun City, AZ 85351

25

Jon Poston
A.ARP Electric Ra te  Project
6733 East Dale  Lane
Ca ve  Cre e k, AZ 85331

26

27

Douglas  V. Font
Law Office s  of Dougla s  V. Font
3655 West Anthem Drive
Suite  A-109 PMB 41. 1
Anthem, AZ 85086

28

Colle tte  Ha nnon
AARP Gove rnme nt Re la tions  & Advoca cy
6705 Reedy Creek Road
Cha rlotte , NC 28215

De cis ion No. 70213



*

I' P age  9 Do c ke t No s . E-01345A-05-0816, e t  a l.

1

2

Micha e l M. Gra nt
GALLAGHER & KENNEDY, P .A.
2575 E. Camelback Road
P hoe nix, AZ 85016-9225

3

4

5

J a na  Va n Ne s s
Arizona  P ublic  S e rvice  Com pa ny
400 North a m S tre e t, MS  8695
P hoe nix, AZ 85004

6

7

8

9

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

10

11

12

Mr. Chris tophe r C. Ke e le y
Chie f Couns e l,  Le ga l Divis ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa shington S tre e t
P hoe nix, Arizona  85007

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

70213
De c is ion  No.


