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BEFORE THE ARIZONA CORPORATION COMMISSION

MGy Doy
COMMISSIONERS pLy o B2 29
MIKE GLEASON — Chairman
WILLIAM A. MUNDELL N NEETS
JEFF HATCH-MILLER DOORE
KRISTIN K. MAYES

GARY PIERCE

IN THE MATTER OF THE FILING BY TUCSON DOCKET NO. E-01933A-05-0650
ELECTRIC POWER COMPANY TO AMEND

DECISION NO. 62103.

IN THE MATTER OF THE APPLICATION OF
TUCSON ELECTRIC POWER COMPANY FOR
THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
ITS OPERATIONS THROUGHOUT THE STATE
OF ARIZONA.

DOCKET NO. E-01933A-07-0402

Tucson Electric Power Company (“TEP”), through undersigned counsel, hereby submits
this late-filed exhibit in Docket Nos. E-01933A-05-0650 and E-01933A-07-0402, in response to
Chairman Gleason’s July 17, 2008 request. Please find Mr. Raymond S. Heyman’s letter, dated
August 6, 2008, attached hereto and identified as Exhibit TEP-12 in the pending TEP rate case.

RESPECTFULLY SUBMITTED this 6™ day of August 2008.

Arizona Comporation Commission TUCSON ELECTRIC POWER COMPANY

DOCKETED .

o By tsthaid i loartngood
AUG - 6 2006 Raymond S. Heyman

DOCKETED 1Y Michelle Livengood
M\/\ Tucson Electric Power Company
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One South Church Avenue, Ste 200
Tucson, Arizona 85701

and

Michael W. Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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Original and 15 copies of the foregoing
filed this 6™ day of August 2008 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered/mailed
this 6™ day of August 2008 to:

Billy L. Burtnett, P.E.
3351 North Riverbend Circle East
Tucson, Arizona 85750

John E. O’Hare
3865 North Tucson Blvd
Tucson, Arizona 95716

Copy of the foregoing emailed this 6" day of August 2008 to:

Janet Wagner, Esq.

Robin Mitchell, Esq.

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
jwagner@azcc. gov

rmitchell @azcc.gov
nscott@azcc.gov
rosorio@azec.gov

miinical @azcc.zov

Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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algwe @ azec.gov
chuck@azce.gov
tford@azcc.cov
bkeenc@azce.gov

Jane Rodda, Esq.

Administrative Law Judge
Hearing Division

Arizona Corporation Commission
400 W. Congress

Tucson, Arizona 85701
jrodda@azce.gov

Daniel Pozefsky, Chief Counsel
Residential Utility Consumer Office
1100 West Washington, Suite 220
Phoenix, Arizona 85007
dpozefsky@azruco.sov
brigsby@azruco.gov

egamble @azrico.gov

C. Webb Crockett

Patrick J. Black

FENNEMORE CRAIG, PC

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
wcrockett @ felaw.com
pblack@fclaw.com

khiggins @energystrat.com

Michael Grant, Esq.
Gallagher & Kennedy

2575 East Camelback Road
Phoenix, Arizona 85016
mme @ gknet.com
gyvaquinto @ arizonaic.org

Peter Q. Nyce, Jr

General Attorney-Regulatory Office
Department of the Army

901 North Stuart Street

Arlington, Virginia 22203
peter.nyce @us.army.mil

Dan Neidlinger
Neidlinger & Associates
3020 North 17" Drive
Phoenix, Arizona 85015
dneid@cox.net

Nicolas J. Enoch

Lubin & Enoch, PC

349 North Fourth Avenue
Phoenix, Arizona 85003
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Nicholas.cnoch@azbar.org

Lawrence Robertson
P. O. Box 1448
Tubac, AZ 85646
tubaclawyer @aol.com

Thomas Mumaw

Barbara A. Klemstine

Arizona Public Service Company
P. O. Box 53999, Station 9708
Phoenix, Arizona 85072

Barbara klemstine@aps.com
Meghan.erable @ pinnaclewest.com
Susan.casady@aps.com

Robert J. Metli

Snell & Wilmer LLP
One Arizona Center

400 East Van Buren
Phoenix, AZ 85004
rmetli@swlaw.com

Christopher Hitchcock

Law Offices of Christopher Hitchcock
P.O.Box AT

Bisbee, Arizona 85603

lawyers @bisbeelaw.com

Timothy Hogan
Arizona Center for Law

in the Public Interest
202 East McDowell Road, Suite 153
Phoenix, Arizona 85004
thogan@aclpi.org

Jeff Schlegel

SWEEP Arizona Representative
1167 West Samalayuca Dr
Tucson, Arizona 85704
schlegelj@aol.com

David Berry

Western Resource Advocates
P. 0. Box 1064

Scottsdale, Arizona 85252
azbluhill@aol.com

Michael L. Kurtz, Esq.

Kurt J. Boehm, Esq

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
KBochm@bkllawfirni.com
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mkurtz@bkllawfirm.com

Greg Patterson

Arizona Competitive Power Alliance

916 West Adams, Suite 3
Phoenix, Arizona 85007
gpatterson3 @cox.net

Cynthia Zwick

1940 E. Luke Avenue
Phoenix, Arizona 85016
czwick@azcaa.org

William P. Sullivan
Curtis, Goodwin, Sullivan,
Udall & Schwab, PLC

501 East Thomas Road
Phoenix, Arizona 85012
wsullivan@cgsuslaw.com
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TEP-12

 UniSource Energy

UniSource Energy Corporation
One South Chureh Avenue, Seite 1820
Tucson, Arizona 85701

Oflice: (520) ¥84-3635

Raymond $. Heyman
Fax: (3201 884-3612

Senior Viee Presidencand

seneral Counsel
Generad Couns August 6, 2008

Chairman Mike Gleason

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

Re: Tucson Electric Power Company Rate Case
ACC Dockets No. E-1993A-07-0402; and E-01933A-05-0650

Dear Chairman Gleason:

Thank you for your July 17, 2008 letter regarding the Purchased Power and Fuel
Adjustment Clause (“PPFAC”) proposed by Tucson Electric Power Company (“TEP”),
Commission Staff and the other signatories to the Settlement Agreement submitted in the
pending rate case.

In your letter you asked what TEP believes the base cost of fuel and purchased
power should be if (i) 2007 costs are used; and (ii) the first half 0f 2008 costs are used.

The base cost of fuel and purchased power for 2007 is calculated to be 3.17 cents

per kWh. The base cost of fuel and purchased power for the 12-month period of July

2007 through June 2008 is calculated at 3.37 cents per kWh. These base cost values were

determined using the same methodology and adjustments as those used to determine the

2.8896 base cost of fuel identified in the Settlement Agreement. Detailed support for the

| calculations of these base costs of fuel and purchased power is provided in Exhibit A,
attached hereto.

It is important to note that these base costs of fuel and purchased power do not
reflect certain credits to the PPFAC, such as short-term wholesale sales, as provided in
the Settlement Agreement. These credits are to be applied to the PPFAC on a prospective
basis starting in 2009. Accordingly, in order to put these base cost calculations into a
proper context, fron the standpoint of rate impact, we have also calculated the all-in cost
of fuel and purchased power with credits for the short-term wholesale revenues recorded
during these time periods. The all-in costs, net of wholesale sales credits, are calculated
to be 2.88 and 3.12 cents per kWh for the calendar year 2007 and the 12 months ending
June 2008, respectively. This implies a PPFAC credit of -0.01 cents per kWh for 2007
and a 0.23 cents per kWh PPFAC charge for 2008. The calculations of these net costs are
detailed in Exhibit B, attached hereto.

Meeting the needs of the global energy market through service, technologies, and solutions.




Chairman Mike Gleason
August 6, 2008
Page 2

If you have any additional questions or require additional information, please do
not hesitate to contact me.

Sincerely,

?%c SHT-f

Raymond S. Heyman

cc: Docket Control
Jane L. Rodda, Administrative Law Judge
Commissioner William A. Mundell
Commissioner Jeff Hatch-Miller
Commissioner Kristin K. Mayes
Commissioner Gary Pierce
All Parties of Record
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