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*Greg Patterson, Director
Arizona Competitive Power Alliance
916 West Adams, Suite 3
Phoenix, Arizona 85007
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Tucson Electric Power Company
Docket No. E-01933A-07-0402
Docket No. E-01933A-05-0650

Proposed Settlement Agreement

SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY
ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE

The following is a summary of the significant issues set forth in the Responsive

Direct Settlement Testimony of RUCO witness Will iam A. Rigsby on the

proposed settlement agreement ("Settlement Agreement") on Tucson Electric

Power Company's ("TEP" or "Company) 2007 application for a permanent rate

increase. A full discussion of RUCO's decision not to support the Settlement

Agreement, negotiated by TEP, ACC Staff and a number of other interveners in

the proceeding, and the rationale for RUCO's position on the Settlement

Agreement is contained in the referenced document. The significant issues

raised in Mr. Rigsby's testimony are as follows:

Mr. Rigsby explains in his

testimony why the manner in which the Settling Parties have portrayed the

Reasonableness of the Agreement Structure

overall result of the Settlement Agreement presents a false impression of its

reasonableness.

Fixed Competitive Transition Charge ("CTC") - Mr. Rigsby points out that $47.1

million purported increase of 6% presents a false impression because it is based

in part on the false premise that the fixed CTC is a permanent part of rates rather
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Tucson Electric Power Company
Docket No. E-01933A-07-0402
Docket No. E-01933A-05-0650
Proposed Settlement Agreement

than what is in effect a temporary surcharge that fully recovered it's intended

amount of $450 million earlier this year.

Base Costs of Fuel and Purchased Power - Mr. Rigsby's testimony also explains

why the differences between the two base costs of fuel and purchased power

relied on by RUCO and ACC Staff, in their respective required revenue

calculations, COULD REASONABLY mislead one to believe that the Settlement

Agreement is $38 million less than it actually is when compared to the Company

and RUCO's original position.

Amount of Revenue Increase Mr. Rigsby further points out that the rate

increase recommended by the Settlement Agreement represents an amount

almost $100 million greater than originally recommended by Staff.

Settlement Concessions .- Mr. Rigsby's testimony presents a discussion on each

of the larger concessions identified on Settlement Exhibit 2, pages 1 through 5.

Mr. Rigsby's testimony discusses other

Settlement Agreement issues, which include the proposed purchased power and

fuel adjuster clause ("PPFAC"), how the fixed CTC revenues that have been

Other Settlement Agreement Issues
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Tucson Electric Power Company
Docket No. E-01933A-07-0402
Docket No. E-01933A-05-0650
Proposed Settlement Agreement

collected in excess of the $450 million authorized in Decision No. 62103 should

be calculated and treated for ratemaking purposes, and the date any rate

increase authorized in this docket should become effective. His testimony

concludes with a discussion of how the Settlement Agreement leaves open the

question of whether or not TEP's service territory is eligible for retail competition.
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