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BY THE COMMISSION:

I. Procedural thkground

In 1999, Tucson Electric Power Company (“TEP” or ‘;Company”), the Residential Utility
Consumer Office (“RUCQ”), Arizonans for Electric Choice and Competition (“AECC™) and the
Arizona Community Action Association entered into a Settlement Agreement to resolve various
matters related to TEP, inCluding TEP’s application for stranded cost recovery and the establishment
of unbundled tariffs (the “1999 Settlement Agreement”). The 1999 Settlement Agreement provided
for the: (i) commencement of corﬁpetition in TEP’s service territory; (ii) establishment of unbundled
rates, with a rate decrease of one percent in 1999, another rate decrease of one percent in 2000, and a
rate freeze thereafter until Decembe; 31, 2008; (ii1) resolution of stranded cost recovery; and (iv)
settlement of TEP’s Electric Competition litigation. In Decision Né. 62103 (November 30, 1999) the
Arizona Corporation Commission (“Commission”) modified and then approved the 1999 Settlement
Agreement.

On September 12, 2005, TEP filed a Motion to Amend Decision No. 62103 pursuant to
A.R.S. §40-252 (“Motion to Amend”j. The Motion to Amend sought resolution of the dispute over
whether TEP was entitled to charge market-based rates for generation service under Decision No.
62103 and the 1999 Settlement Agreement after the expiration of the rate moratorium on December
31, 2008. Other signatories of the 1999 Settlement Agreement and the Commission’s Utilities
Division (Staff”) opposed TEP’s interpretation of the 1999 Settlement Agreement and Decision No.
62103 in light of intervening events concemingv the state of retail electric competition in Arizona.
The Commission conducted a hearing on the Motion to Amend from March 2, 2005 through March
9, 2005.

In the course of the hearing on the Motion to Amend, TEP presented three alternative options
for determining its rates (the Market Methodology, Cost-of-Service, and a Hybrid Approach), and it
became clear that the Commission could not evaluate TEP’s proposals absent supporting information
that would be required in a rate case. As a result, in that proceeding the parties were éble to agree to
a process whereby (i) TEP would file rate caée information in support of each of its alternative rate

proposals; (ii) all parties would preserve their rights under Decision No. 62103 and the 1999

3 DECISION NO. 70628
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Settlement Agi'eement; (ii1) the termination of the Fixed Competitive Transition Charge (“Fixed
CTC”) would be defened pendlng resolution of the rate case and subject to refund to consumers
w1th 1nterest "and (iv) TEP would propose 1mp1ementatlon of Demand Side Management (¢ DSM”)
Time-of-Use (“TOU”) and Renewable Energy Standard Tanffs (“RES tarlffs”) The Comm1ssmn
approved the proposed process ‘in Decision No 69568 (May 21 2007) As a result the issue
1n1t1a11y raised in TEP’s Motion to Amend of how its generation rates would be deterrmned as of

January 1, 2009, was defetred to the subsequent rate case.’

" The Fixed CTC was a portion of TEP’s rates that was designated for the collection of Stranded Costs pursuant to the
1999 Settlement Agreement and Decision No. 62103. Pursuant to the 1999 Settlement Agreement, the Fixed CTC would
terminate upon the collection of $450 million or December 31, 2008, whichever came first. TEP estimated that it would
have collected $450 million from the Fixed CTC by May 2008. Pursuant to Decision No. 69568, the Commission
allowed TEP to continue to collect the Fixed CTC Revenues after the collection of the $450 million, subject to true-up in
the current proceeding.

Specnﬁcally, Decision No. 69568 ordered as follows:

IT 1S THEREFORE ORDERED that Tucson Elec‘mc Power Company shall file
the Rate Proposals initiating the Rate Proposal Docket on or before July 2, 2007.

IT IS FURTHER ORDERED that the new Rate Proposal Docket shall be
consolidated with the instant docket; all intervenors in this docket shall, unless they
indicate otherwise, be deemed intervenors in the Rate Proposal Docket and do not need to
seek separate intervention; and Tucson Electric Power Company shali serve copies of its
filing in the Rate Proposal Docket on all parties of record in the instant docket.

IT IS FURTHER ORDERED that Tucson Electric Company shall file a detailed
DSM Portfolio based upon Tucson Electric Company’s existing and proposed DSM
programs and a Renewable Energy Action Plan with the Commission by July 2, 2007.
The DSM Portfolio and REAP, together with information regarding cost recovery
thereof, shall be filed in separate dockets.

IT IS FURTHER ORDERED that all existing rights and claims of Tucson
Electric Power Company, Staff and the Intervenors arising out of the 1999 Settlement
Agreement and Decision No. 62103 are fully preserved.

IT IS FURTHER ORDERED that Tucson Electric Power Company’s current’
Standard Offer rates for all retail customers shall remain at their current level, pending
Commission determination of a refund or credit or other mechanism to protect customers,
until the effective date of a final order in the Rate Proposal Docket.

IT IS FURTHER ORDERED that in order to maintain Tucson Electric Power
Company’s Standard Offer rates at their current level, the Fixed CTC charge shall
continue beyond the time it would otherwise termmatlon (sic) under the 1999 Settlement
Agreement until further Order of the Commission.

IT IS FURTHER ORDERED that the incremental revenue collected as a result
of retaining the Fixed CTC and maintaining Standard Offer rates at their current level
shall be treated as “True Up Revenue” as discussed herein, and shall accrue interest and
shall be subject to refund, credit or other mechanism to protect customers as determined

4 DECISION NO. 70628
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On July 2, 2007, TEP filed a rate application in Docket No. E-01933A-07-402 (2007 Rate
Application”); a DSM Portfolio in Docket No. E-01933A-07-0401; and a Renewable Energy Action
Plan in Docket No. R-01933A-07-0400. - |

The 2007 Rate Application and the Motion to Amend (Docket No. E-01933A-05-0650) were
consolidated. The Renewable Energy Action Plan was superseded by the TEP Renewable Energy
Standard & Tariff (“REST”) Implementation Plan, approved as modified by the Commission in
Decision No. 70313 (April 28, 2008).

The 2007 Rate Application proposed three alternative rate methodologies: (i) the Market
Methodology, (i1) the Cost-of-Service Methodology, and (iii) the Hybrid Methodology. TEP
proposed a base rate increase of $267.57 million (a 21.9 percent increase) under the Market
Methodology; an increase of $275.80 (23 percent) under the Cost-of-Service Mothodology,
comprised of a $158.20 million base rate increase and an additional $117.60 million for a “Transition
Cost Regulatory Asset” surcharge (“TCRAC”); and a base rate increase of $212.54 million (14.9
percent) under the Hybrid Methodology. The dollar amounts of the o:oposed base rate increases
excluded DSM charges and the Fixed CTC. The percentage increases are calculated based on TEP’s
2006 test year revenue that included DSM and the Fixed CTC Revenue. |

A number of parties intervened in the 2007 Rate Application, including Arizonans for Electric
Choice and Competitioh and Phelps Dodge Mining Company - (collectively “AECC”); U. S.
Department of Defense and all other Federal Executive Agencies (collectively “DOD”); the
Residential Utility Consumer Office (“RUCO™); Arizona Investment Council (“AIC”); International
Brotherhood of Electric Workers Local 1116 (“IBEW”); Mesquite Power, LLC, Southwestern Power
Group II, LLC Bowie Power Station, LLC, and Sempra Energy Solutions, LLC (collectively
“Mesquite”); the Kroger Company (“Kroger”); Southwest Energy Efficiency Project (“SWEEP”);
Western Resource Associates (““WRA?”), Arizona Public Service (‘;APS”); the Arizona ‘Competitive

Power Alliance (the “Alliance”); Sulphur Springs Valley Electric Cooperative, Inc. (“SSVEC”) and

by the Commission in the forthcoming rate case docket.
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the féllowing individ‘ﬁals:' Ms. Cynthia _ZWick, a  member of the Arizona Community Action
Association (‘“ACAA”); and Mr. Billy Burtnett and Mr. John O’Hare, TEP residential customers.

On February 29, and March 14, 2008, Staff, ’R‘UCO,.‘DODY, AECC, Kroger and Mesquite filed |
theif direct testimony in the 'cdnSOIidated doi:ke‘is; Staff, RUCO and AECC proposed utilizing a cost
of service mefhodplogy' and proposed new base'rétes for TEP Staff propqséd a base rate increase of
$9.77 millioﬁ over TEP’s 2006 test year adjﬁsted revenues, which excluded Fixed CTC an_d DSM
révenues. Staff's base rate recommendation excluded the impact of the DSM, REST and PPFAC
adjustors. AECC proposed a base rate increase vnot to exceed $91.62 million using the éame baseline
as Staff. RUCO proposed a base rate increase of $36.24 million.

"TEP’s average retaiil rate of approximately 8.4 cénts/kWh during the 2006 test year includes
revenue for the collection of the Fixed CTC. Staff’s and RUCO’s base rate recommendations as -
expressed in their direct testimony, would have resulted in decreases from the Company’s 2006
average retail rate. Staff, RUCO and AECC opposed TEP’s proposed TCRAC. .

On April 1, 2008, TEP filed its Rebuttal Testimony.

On April 3, 2008, TEP filed a notice of séttlemént discussions, inviting all parties to attend
settlement discussions. The parties to the procéeding held settlement discussions and subsequently,
given those discuﬁsions, on April 18, 2008, Staff filed & motion to postpone the filing of Surrebuttal
testimony. By Procedural Order dated April 21, 2008, Staff’ s request was granted and the further
filing of testimony was suspended pending the outcome of settlement discussions.

On April 23, 2008, TEP filed a notice that it and Staff had reached an agreement in principal
on the terms of a settlement. A Procedural Order dated May 1, 2008, set a Procedural Conference on
May 8, 2008, to set a schedule and determine a process for considering the settlement. As of the May
8, 2008 Procedural Conference, the parties had not finalized the settlement and it was not clear which
of the other parties besides TEP and Staff would join in the agreement.

By Procedural Order dated May 12, 2008, a schedule for filing the settlement agreement and
testimony in support or opposition was established, and the hearing on the proposed settlement was |
set to commence on July 9, 2008. The May 12, 2008 Procedural Order directed all parties to the

Settlement Agreement to file testimony in support of the agreement.

6 | DECISIONNO. 70628
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On May 12, 2008, (the date that had been noticed for the hearing on the 2007 Rate
Application) the Commission convened for the purpose of taking public comment. Representatives of
the City of Tucson and the Arizona Solar Alliallce appeared to make public comment. In addition,
fhe Comnﬁssion received approximately 13 émails, calls, or written comments from consumers
opposed to a rate increase. At the beginning of the July 9, 2008 hearing, representatives of the Pima
County Community Actioﬁ Agevncy and the City of Tucson appeared to make public comment. In
addiﬁon, the Commission receivéd an,emailéd comment specifically addressing the terms of the
settlement. , | » |

On May 29,‘_ 2008, Staff‘ filed a copy of a Settlement Agreement and Exhibits (*2008
Settlement Agreément”) executed. by TEP, Staff, AECC, ACAA, DOD, AIC, IBEW, Mesquite and
Kroger (collectively “Signatories”). . Testimony indicates that RUCO attended a number of the
settlement discussions, but did not participate in discuésion_s and did not sign the 2008 Settlement
Agreement. SWEEP also did not execute the 2008 Settlement Agreement, but indicated that it does
not oppose it. |

On June 11, 2008, TEP, Staff, Mesquite, Kroger, DOD, AECC, Ms. Zwick and AIC filed
direct testimony or comments in support of the proposed 2008 Settlement Agreement. IBEW
obtained an extension, and filed its testimony in support of the 2008 Settlement Agreement on June
19, 2008. S |

On July 2, 2008, RUCO filed testimony in opposition to the 2008 Settlement Agreement. On
the same date, SWEEP filed its_testimohy commenﬁng on the settlement.

On July 7, 2009, TEP filed rebuttal testimony in support of the 2008 Settlement Agreement.

The hearing convened before a duly authorized Administrative Law Judge as scheduled on
July 9,‘ through July 16, 2008, at the Commission’s office in Tucson, Arizona.

On August 29, 2008, TEP, Staff, RUCO, DOD, AECC, Mesquite, Kroger, SWEEP and AIC
filed Closing Briefs.> The IBEW and Ms. Zwick did not file Closing Briefs.

3 On September 2, 2008, RUCO filed a Notice of Errata containing several revisions to its Brief.

70628
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II. The 2008 Settlement Aﬁreement-

A copy of the 2008 Settlement Agreement is attached hereto as Exhibit “A”. Section I

provides the_Background' tha;( led to the agreeinent.' The 2008 Settlement Agreement provides that it

lis intended to settle all issues presented by Docket Nos. E-01933A-07-0402 and E-01933A-05-0650

in a manner that will promote the public intert_:’s’[.4

-Sectbion' 1T éddresé’es the émount of the raté increase. It provides that the fair value of TEP’s
rate base is $1,451,558,000, and that a reasonable fair value rate of return is 5.64 percent. The‘72'008>
Setﬂement Agreement determines that TEP’s generation rates will be determined usihg a Cost-of-
Service methodo]ogy.5 Accordin g to its terms, the 2008 Settlement Agreement provides for an
increase in base rates of $47.1 million, or approximately 6 percent (from $781.1 million to $828.2
million), over the current rates, excluding the impact of the PPFAC, DSM Adjustor and the

® Under the terms of the 2008 Settlement Agreement the new average

Renewable Energy Adjustor.
retail base rate will be 8.9 cents per kWh (as compared to the current average rate of 8.4 cents for
kWh). In determining the effect of the rate increase, the 2008 Settlement Agreement includes the
Fixed CTC in current rates.” The proposed rate increase under the 2008 Settlement Agreeme'nt is
approximately $136.8 million over TEP’s adjusted current base rates, not including the Fixed cTC?
Section III addresses ratemaking treatment of generation assets and fuel costs. The
Signatories agfeed that for ratemaking purposes TEP’s Springerville Unit 1 and the Luna Generating
Station are included in TEP’s rate base at their respective original costs.” They agree that new
generation assets are to be included in TEP’s rate base at their respective original costs, subject to
subsequent ratemaking review. Further, they agree recovery of Springerville Unit 1 noﬁ-fuel costs

should reflect a cost of $25.67 per kW per month.'® The 2008 Settlement Agreement provides for an

average base cost of fuel and purchased power reflected in base rates of $0.028 896/kWh."!

42008 Settlement Agreement (“SA”) Section 1.14.
% SA Section 2.2.

® SA Section 2.3.

1d.

¥ SA Section 2.4.

® SA Section 3.1.

' SA Section 3.2.

"'SA Section 3.4.

8 . DECISION NO. 70628
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Section IV of the 2008 Settlement Agreement addresses the Cost of Capital. The Signatories
agree to adopt a cépital structure comprised of 57.5 percent debt and 42.5 percent common equity.””
They agree on a return on common equity of 10.25 percent and embedded cost of debt of 6.38
percent, with a fair value rate of return of 5.64 percent. 13

Seétion \Y% addreéses depreciation ahd cost of removal. The 2008 Settlement Agreement
adopts depreciation rates for distribution and general plant on a going-forward basis. The agreed-
upon depreciation rates include an annual accrual of $21,626,296 for costs of removal for‘
“generation” excluding the Luna Generating Station, which has separately identified depreciation
rates as part of the agreement. |

| Section VI established an Implementation Cost Recovery Asset (“ICRA”). The 2008
Settlement Agreement includes an ICRA of $14,212,843, which reflects costs TEP incurred in the

transition to retail electric competition as follows:

Deferred Direct Access Costs o $11,153,016
Deferred Divestiture Costs ’ | 1,193,003
Deferred GenCo Separation Costs _ | - 164,026
Deferred Desert Star and West Connect Funding : - 1,702,798
Total | - | 14,212,843

For ratemaking purposes, thé 2008 Settlement Agreement provides that the ICRA is to be amortized
over a four-year period, and that it will not be included in rate base or as an amortization expense in
TEP’s next rate case.'

Section VII addresses the Purchased Power and Fuel Adjustment Clause (“PPFAC”). TEP
currently does not have a PPFAC. The 2008 Settlement Agreement’s PPFAC allows fuel and

purchased power costs incurred to serve retail customers, and includes the “prudent direct costs of

12 SA Section 4.1. By way of comparison, in pre-settlement testimony, Staff recommended a return on equity of 10.25
percent with a capital structure comprised of 39.9 percent equity and 60.1 percent debt (Ex S-1 Parcell Direct at 2). Staff’s
recommendation was based on TEP’s actual capital structure. TEP proposed a hypothetical capital structure comprised of
55 percent debt and 45 percent equity, with a return on equity of 10.75 percent. If TEP’s actual capital structure were
used, TEP proposed a cost of equity of 11.75 percent. (Ex TEP-1 Hadaway Direct at 2). RUCO proposed a cost of equity
of 9.44 percent and a pro forma capital structure comprised of 55 percent debt and 45 percent equity (Ex RUCO-1, Rigby
Direct at 47-50).

"* SA Sections 4.2 and 4.3.

'* SA Section 6.2.
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contracts used for hedging system fuet and pUrchased power.’ s The PPFAC is described in greater
detail in the Plan of Admlmstratlon (“POA”) which is attached to the 2008 Settlement Agreement as
Exhibit 6 "The proposed PPFAC consrsts of a Forward Component and a True- up Component tis
proposed that the PPFAC mechanlsm w1ll be effectrve startlng January 1, 2009, and will be initially
set at Zero The ﬁrst PPFAC Year would run from Aprll 1, 2009, through March 31, 2010, and the
first True -up Component would encompass the perlod from January 1, 2009 through March 31,
2009. The Forward Component 1s proposed to be updated on April 1 of each year beglnmng April 1,
2009, and consists of the forecasted fuel and purchased power costs for the year commencing April
1% and ending March 31* of theiensuing year, less the average Base Cost of Fuel and Purchased
Power reflected in base rates (i.e. $0.02.8896 per kWh)."” The True-up Component will reconcile any‘
over—recovered or under-recovered amounts from the preceding PPFAC Year which will be credited
to, or recovered from, customers in the next PPFAC Year.'®

According to the 2008 Settlement Agreement and POA, TEP will file the PPFAC Rate with
all component calculations for the upcoming PPFAC Year, including all supporting data, with the
Commission on or before October 31% of each year, and will update the October 31% filing byv
February 1 of the next vyear.'g Interested parties could make objections to the October 31% filing
within 45 days of the filing® and any objections to the February update filing Within 15 days.?’ The
2008 Settlement Agreement provides that TEP can request an adjustment to the Forward Component
at any time during a PPFAC Year “should an extraordinary event occur that causes a drastic change

in forecasted fuel and purchased power prices.”**

3

~In addition, all short-term Wholesale Sales Revenue,™ ten percent of annual positive

wholesale trading profits,* and 50 percent of the revenues from sales of sulfur dioxide (SO2)

'> SA Section 7.2(a).

¢ SA Section 7.29(d) & POA Sections 2 & 3.

"7 SA Section 7.2(f).

'8 SA Section 7.2(g).

' SA Section 7.2 (h) & POA Section 5.
2 POA Section 5.D. »

2 1d.

22 SA Section 7. 2(1)

»'SA Section 7.2(j).

2 3A Section 7.2(k).
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emission allowances will be credited to fuel and purchased power costs.> The 2008 Settlement
Agreement provides that under no circumstances will any annual net loss on wholesale trading
incurred by TEP be shared with, or borne_by,v ra’[ep.ayers.z'6 Further, the Commission or Staff may
review the prudence of fuel and p‘ower purchases at any time and no change to the PPFAC rate will
become effective without Commission approval.?” |

Section VIII of the 2008 Settlement Agreement addresses the Renewable Enefgy Adjustor.
The Signatories adopt the REST Adjustor Mechanism as recomméﬁded in Staff’s Direct Rate Design
Testimony.”® The initial rates for the REST Adjustor Mechanism will be the same as approved in
Decision No. 70314, and subsequent changes will be set in connection with the annual Renewable
Energy Implementation Plan submitted by TEP and approvéd by the Commission pursuant to the
REST rules.”

Section IX of the 2008 Settlement Agreement addresses DSM Programs and Adjustor. The
Signatories state that they support the implementation of an appropriate DSM Portfolio and related
Adjustor, and would use their best efforts to implement such DSM Portfolio and Adjustor as soon as
p»ossible.30 The 2008 Settlement Agreement provides for an initial funding level of $6,384,625 for
the prudent costs of Commission-approved DSM programs.3 ' To achieve the initial funding level,
the Signatories agreed upon an initial adjustor rate of $0.000639/kWh applied to all kWh sales.*> The
Signatories adopt the performance incentive for the DSM adjustor mechanism as recommended by
Staff in its Direct Rate Design Testimony.*® Pursuant to the agreement, TEP will file an application
by April 1* of each year for Commission approval to reset the DSM Adjustor rates, and rates would

34

be reset on June 1% of each year. TEP may continue to propose new DSM programs for

Commission review and approval.

¥ SA Section 7.2(1).

6 SA Section 7.2(k).

77 SA Section 7.2(n) & (p); POA Section 5.B.

8 A Section 8.1; Ex S-1 Parcell Direct at 2.

» SA Sections 8.2 and 8.3.

3% SA Section 9.1.

3 SA Section 9.2.

21d..

* SA Section 9.3; Ex S-1 Keene Direct at4-6. .
3 SA Section 9.5.
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Section X of the 2008 Settlement Agreement provides for a Rate Case Moratofium. The
Settlement Agreement provides that TEP’s base rates would remain frozen through December 31,
2012, and" no'Sigr}atofy v;rouid, seek any change to TEP’s base rates that would take -effect before |
January .1,, '»2013.3 5 "The Agreement provides that TEP would not submit a rate appl'ication sooner
than June 30, 201>2‘, and that TEP‘ may not use a-fest year earllie‘r‘ than December 31, 2011.

Section XI provides for an Emergency Clause, under which TEP could request a change in its
base rates, of PPFAC mechanism, DSM adjustor mechanism or the REST adjustor mechanism prior |

to January 1, 2013, in the event of an “emergency.”®

For purposes of the 2008 Settlement
Agreement, “emergency” is “limited to an extraordinary event that is beyond TEP’s control and that, |
in the Commission’s judgment, requires rate relief in order to protect the public Ainterest.”3 7 This
section provides further that it “is not intended to preclude TEP from seeking rate relief pursuant to
this paragraph in the event of the imposition of a federal carbon tax or related federal ‘cap and trade’
system.” The Signatories state further that this section is not ‘int‘ended to preclude any party from
opposing a TEP application for rate relief. ‘
Section XII addresses TEP’s Certificate of Convenience and Necessity (“CC&N™). The 2008
Settlement Agreement provides that it is not intended “to create, confirm, diminish, or expand” the
exelusivity of TEP’s service territory or its obligation to serve within its service territory.' The
Signatories agree that a generic docket is an appropriate means for the Commission to addre_sS the
issue of the exclusivity of the service territories of “Affected Ultilities” as defined in A.A.C. R14-2-
1601.1.3® They acknowledge that TEP has the obligation to plan for and serve all customers in its
certificated service area.’® The 2008 Settlement Agreement does not bar any party from seeking to
amend TEP’s obligation to serve or theCommission’s prospective ratemakiﬁg treatment of TEP.*?

Section XIII provides for a Returning Customer Direct Access Charge (“RCDAC”). The

2008 Settlement Agreement states that TEP will file a RCDAC tariff, as a compliance item, within 90

35 SA Section 10.1.
3¢ SA Section 11.1.
7 1d.
3 SA Section 12.1.
3% SA Section 12.2.
0 14.
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days of the effective date of the Commi‘s»sion Order approving the Agreement.4' Pursuant to the 2008
Setﬂement Agreement, the RCDACWéuld applyv only to individual customers or aggregated groups
of customers with denﬁand load of 3 MWs or greater and would not apply to customers who providé
at léas‘tf one year’s advance written notice of intent to ,‘1'etu'rn'to TEP génefation service and to take
TEP Standard Offer service. The RCDAC will be ’d'ési_vgne»d to _récover from Direct Access customers
;chc »additi.onal ‘costs, both one-time and recurring, tlvlatvthes‘e customer_si would otherwise impose on
other Staﬁdafd Offer customers 1f and when ‘the forrnér return t.o Standa'rd Offer service, and shéll be
designed S0 that the RCDAC is péid in full within one year.42

| Section XIV of the 2008 Settlel'hent Agreement provides that becaﬁse the transition to retail
electrié competition at the time of the 1999 Settlement Agreement was entered into and appro{)ed did
not occur in vthe timeframes contemplatéd at the time, it is necessary to address the prospéctive
regulatory treatment that is appropriate for TEP. Thus, the Signatories request that to the ‘eigtent any
party to the 1999 Settlement Agreement contends the 2008 Settlement Agreement is inconsistent with
the 1999 Settlement Agreement, that Decision No. 62103 be amended to be consistent with the 2008
Settletﬁent Agreefnen’[.43 In this section, TEP agrees to fqrego all claims felating in any way to the
1999 Settlement Agreerhent or Decision No. 62103, including any damages related to its alleged
breach of contract claiin, to setting its rates under cost-of-service ratemaking principles, or to fhe rate
freeze adopted in Decision No. 62103.* In addition, the 2008 Settlement Agreément notes that the
1999 Settlement Agreement contained certain waivers that may not continue to be in the public

interest. In the 2008 Settlement Agreement, the Signatories agree that TEP will file an applicatioﬁ

with the Commission addressing all of the waivers within 90 days of the issuance of a Commission

Order approving the Agreement. |
Section XV of the 2008 Settlement Agreement addresses the handling of the True-up of the
Fixed CTC Revenues. The parties to the 2008 Settlement Agreemént were unable to resolve the issue

of when rates under the 2008 Settlement Agreement would go into effect and how to treat the Fixed

*1 SA Section 13.1.

/ 11*2 SA Section 13.1(d).
28

> SA Section 14.2.
“ SA Sections 14.2 through 14.8.
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CTC True-up Revenues as defined in Decision No. 69568445 | TEP agrees "that.to the extent the
Commlssmn determines that Fixed CTC True-up Revenues should be credlted to custorners an
amount upto $32.5 mﬂhon shall be credited to customers in the PPFAC balancmg account.*® The
2008 Settlernent Agreement bfc“)vides; that the Commission shall determine the dispositien of |
addittenal F iked CTC True-up Re\?ennes? if any, to be credited to cnstomers.47 |
Section XVI addresses Rate Design iésues. The settlement preyides that the base revenue
increase is to be spread equally ‘ac“ross all customers. Because lowv ineome eustomers will be vheld’
harmless from any increase in base rates, other customers will experience an approximate 6.1 percent
increase in base rates over current base rates including the Fixed CTC % The 2008 Settlement
Agreement also provides for inclining block rate structures in order to encourage energy |
conservation.*”’ In addition, the 2008 Settlement Agreement acknowledges that expanding TOU rates
is in the public interest. The agreement provides that all TOU rate schedules will be made available
on an optional basis. Under the 2008 Settlement Agreement, TEP will offer three newbptienal_
residential TOU schedulee that will replace the current (to-be-frozen) Rate 70 The current
residential TOU rate schedules will remain available to existing customers but will not be available to
new customers. In addition, the parties a‘greed that the customer charge for the Residen‘tial Rate 01
shall be $7.00 per month; that TOU Large General Service Rate 85N and Large Light and Power
Rate 90N shall be seasonally differentiated and have substantial non-fuel cost recevery through |

demand charges; that unbundled rates shall be designed such that the generation component is near

> SA Section 15.1.

““ SA Section 15.2.

47 SA Section 15.3.

% SA Section 16.1. Testimony indicates that because of the inclining block rate structure, the average residential
customer, with usage of 900 KWhs/month will see a 3.2 percent base rate increase, from $84.55 to $87.25, plus an
estimated additional 4.9 percent increase attributable to the PPFAC and the DSM Adjustor.

“ SA Sections 16.3 through 16.6. TEP’s witnesses testified that residential customers, with average use of 900
kWhs/month would see an increase from $84.55 to $86.23, or 3.2 percent due to the proposed base rate increase, and that
the increase is lower than the 6 percent due to the impact of the proposed inclining block rate structure. ExTEP-Z,
Pignatelli Settlement Direct at 14. See also Ex TEP-6, Dukes Settlement Direct at 3. Mr. Duke testified that using TEP’s
hypothetical PPFAC charge and proposed DSM charge, the median and average residential customer would see a bill
increase of 4.9 percent attributed to those charges.

% SA Sections 16.7 through 16.18.
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cost and the transmission component is tied to the FERC Open Access Transmission Tariff
(“OATT™).”! | |

The 2008 ‘Settlement Agreerﬁeht‘provideS tlﬁat the increase in base revenue will not apply to
the existihglow—income programs, which will have the effect of holding low-income customers
harmless from the rafe increase.’ 2 In addiﬁon, lowfincbme customers téking service under the low
income tariffs will not Be subject to the PPFAC.> - The incremental fuel and purchased power costs
that these low-income customers Would have btherwise i)aid under_.‘the PPFAC will be recovered
from all remaining customers subject to the PPFAC.>* |

Section XVII addresses Rules. and Regulations. ‘TEP was to file any 'pfoposed changes to its
Rules and Regulations by June ll,v 2008, and the Signatories agreed to raise any issues regarding
those Rules and Regulations at the hearing on the 2008 Settlement Agreex'nent.55 Among ‘the
signiﬁcantvchanges to its rules is the elimination of free footage from TEP’s line extension fariffs.s 6

Section XVIII of the 2008 ‘Settlement Agreemeﬁt brovides for additional Tariff filings.
Pursuant to the agreement, TEP will file within 90 days of the effective date of a Commission Order
approving ﬂ1e agreemént_ the following tariffs: new Partial Requirements Tariff; an Interruptible
Tariff; a Demand Respoflse Program Tariff; and a Bill Estimation Taniff.

Section XIX provides that TEP agrees to implement the fuel audit recommendations set forth
by Staff in its Direct Testimony, except that the fuel audit recommendations need not be completed
prior to the implementation of the PPFAC. TEP végrees to file an implementation plan within 90 days
of a Commission Order approvingk the 2008 Settlement Agreement. |

Finally, Section XX contains Miscellaneous Provisions. In this section, the Signatories
reserve their pre-settlement positions in the event the Commission does not approve the 2008
Settlement Agreemént and provide that if the Commission does not issue a final Order before

December 31, 2008, any Signatory may withdraw from the agreerhent.

1 SA Sections 16.24 through 16.26.

*2 SA Section 16.28.

53 SA Section 16.31.

*1d. :

55 SA Sections 17.1 and 17.2. TEP made the requisite filing.
% SA Section 17.3.
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111. Arguments ;

A. The Srgnatorles Posmons

At the hearmg on the 2008 Settlement Agreement and in the Closmg Briefs, the Stgnatones I
offered evidence ‘and argued that the 2008 Settlement Agreement is innovative, fair and balanced‘
and in the: pubhc 1nterest In general the Slgnatorles testified that thls was ‘a complex case the
resolutron of Whlch was the product of an open, fair and transparent process that brought together
parties with far rangmg interests and posrtlons They assert that the record shows the 2008 Settlement
Agreement provrdesbeneﬁts to TEP customers, employees and shareholders. 57 Accordmg to AIC,
not only does the 2008 Settlement Agreement resolve a number of issues ina po'sitive and productive :
way, it stands in remarkahle and positive contrast to the experience of many other states which have
exited from retail electric competition experiences.’®

TEP criticizes RUCO’s opposition, claiming RUCO appears to want TEP to accept the
obligations of the 2008 Settlement Agreement without sufficient funds to do so, which TEP argues is

not in the public interest.”

1. The Settlement Negotiation Process

Mr. Johnson, on behalf of Staff, described an unprecedentedly open,_ fair and transparent
negotiation process.® Mr. Smith, a consultant for Staff also testified that it was probably the most
open settlement discussion in which he has ever been involved in his 28 years of regulatory
consulting.61 TEP, AIC, DOD, and AECC eXpressed similar opinio»ns.62 TEP notes that even RUCO
63

acknowledged that it was an open process.

2. Resolution of Claims under 1999 Settlement Agreement

The Signatories assert that the 2008 Settlement Agreement is in the public interest because it
resolves complex and potentially disruptive claims arising from the 1999 Settlement Agreement.

TEP has argued for some time that pursuant to the terms of the 1999 Settlement Agreement and

T TEP Brief at 4; Staff Brief at 5, DOD Brief at 2, AECC Brief at 3.
8 AIC Brief at 8.
*® TEP Brief at 32. :
% Transcript of July 9, 2008 hearing “Tr” at 360.
1 Tr at 694.
2 TEP Brief at 3 3, AECC Bnef at 3 AIC Brief at 2, Trat419.
& ' Tr at 977.
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Decision No. 62103, commencing on January 1, 2009, its generation rates would be set by the market
according to the formula established in the 1999 Settlement Agreement. Other pérties to the 1999
Sett'lement‘ Agreement disagreed with TEP, and argued that at the end of the rate moratorium
established in the 1999 Settlement Agreement, the Commission could set rates based on Cost-of-
Service or other reasonable methodology. The Signatories argue that by resolving the question that
TEP’s generation assets would return to Cost-of—Service regulation and that TEP would release its
claims for damages under a return to Cost-of-Service regulation, the 2008 Settlement Agreement
avoids time-consuming and costly litigation and the risk that the Commission could lose regulatory
control over these assets.®* | |

Staff has stated that TEP’s acceptance of the Cost-of-Service methodology was crucial to
reaching a settlement.®® 'AECC believes the resolution of the Cost-of-Service issues in conjunction
with the 6 percent base rate increase is the strongest part of the Agreement as it protects ratepayers
from the effects of market r‘isks.66 TEP asserts that resolving these issués aids investor confidence
and provides for regulatory certainty.’

3. Base Rate Increase

TEP argues that the evidence in the record established that TEP must make substantial
investments, estimated at $1.2 billion, in its system over the next five years and argues that the rates
approved in this proceeding must be sufficient to allow TEP to attract capital.68 TEP expressed
concern over the effects of inflation on pension costs, healthcare costs and operation and maintena'n‘ce,
costs, and érgues the rate increase in the 2008 Settlement Agreement is the minimum needed to

maintain TEP’s quality of service.®

The Signatories argue the rate increase under the 2008 Settlement Agreement is modest under
the circumstances. TEP notes that when it submitted its rate case filing, it provided three different

alternatives for determining rates, the market approach, Cost-of-Service and hybfid methodology,

5 TEP Brief at 5; Staff Brief at 8; AECC Brief at 5; AIC Brief at 3.
65 Staff Brief at 8. ' :

5 AECC Brief at 5; Tr at 630.

 Trat 111.

% Trat 111, TEP Brief at 6.

* TEP Brief at 6.
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with expected rate increases ranging from 15 to 23 percent.7° Mr. Pignatelli testified that if TEP were
tovchvarge market-based rates, the increase couid be 53 percent.”’ The Signatories note’ that the 6
percent rncreaée 1n b’aS’e rates is substéntiéliy leés than'th.e $180 7 rniltlion‘TEP sought 'under.its
proposed Cost of-Service methodology 7 They belleve it is 1mportant to put the current increase in
context as the 6 percent base rate i mcrease comes after 14 years of stable/declining rates, and that the
pro;e_cted average resrdentlal user impact is actually ,only slightly more than 3 percent due to the
inclining block rate strncture;73' They note further that ratepayers are able to mitigate some of the
impact of the increase b'ecause of the proposed inclining block rate structure and the new TOU
rates.™ TEP states that the average residential cnstomer uses 900 kWh per month.” TEP asserts the
inverted block rates, Without the.DSM surcharge, would increase the average residential bill by only
3.2 percent, from $84.55 to $87.25, and with the DSM surcharge, would increase the monthly bill to
$87.81.76 .

| -TEP argues that the base rate increase must be viewed in connection with the base rate
moratorium, which TEP Ahad not included in its originetl request and the adoption of a PPFAC that
was .designed by Staff and substantially different from the PPFAC originally proposed by TEP.”
Furthermore, the Signatories note that the 2008 Settlernent Agreement protects TEP’s low income
customers from the base rate increase and from the potential additional costs of the PPFAC.

TEP argues that RUCO’s opposition to the base rate increase is without foundation or analysis |
and that RUCO could not provide an estimate of what would be an appropriate increase.”®
Furthermore, TEP argues that RUCO did not respond in any meaningful way to any of the problems
with RUCO’s revenue requirement that TEP had addressed in its rebuttal testimony, instead clinging

to its litigation position.79

" TEP Brief at 7.

" Tr at 268.

2 TEP Brief at 7; AECC Brief at 8.

3 AIC Brief at 2.

" AIC Brief at 2; TEP Brief at 8; Staff Brief at 14.
5 Ex TEP- 6, Dukes Settlement Direct at 5-6.

" TEP Brief at 9.

7 TEP Brief at 7.

8 TEP Brief at 8.

7 TEP Brief at 33.

18 DECISIONNO. 70628




10

11
12

13

14

15

16
17

18

19

20

21
22
23
24
25

26

27

28

DOCKET NO. E-01933A-07-0402 ET AL |:=:=

4. Generation Assets

TEP argues the 2008 Settlement Agreement is in the public interest because it provides clarity
and certamty regardmg the rate base treatment for the Luna Generating Statlon 50 TEP testified that it
acqulred the Luna Generation Statron n 2004 for approxrmately $250/kw and did not use ratepayer
funds 81 TEP had wanted to keep the Luna Generatrng Statron out of rate base or to include it at ifs

82

current market value, whrch is approximately $l,OOO/kw. Under the proposed settlement, TEP

agrees'to include the Luna Generating Station at its book value as of December 31, 2006, and argues

such treatment of the Luna Generating Plant is a tremendous benefit to rate payers.83

In addition the 2008 Settlement Agreement provides for Springerville Unit 1-to be placed into
rate base at cost and provides that the non-fuel costs for Springerville Unrt 1 are $25.67 per kW per
month. The partres had drsputed the Sprlnoervﬂle Unrt 1 non-fuel costs in their pre- settlement
testrmomes TEP argues the resolution of this dispute in a just and reasonable way is a benefit of the
2008 Settlement Agreement 8 TEP asserts that although RUCO has opposed the $25 67 per kW per
month estlmate of the cost, RUCO did not provrde a credible analysis of the amount

5 Cost of Capltal

: TEP argues that the 2008 Settlement Agreement is in the public interest because it resolves
the dispute regarding TEP s cost of capital in a reasonable manner. In the underlying rate case, TEP
'sought a capital structure of 55 percent debt and 45 percent equity, a cost of equity of 10. 75 percent
an embedded cost of debt of 6.39 percent and a weighted average cost of caprtal of 8.35 percent
The 2008 Settlement Agreement provides a capital structure of 57.5 percent debt 42.50 percent

equity and that return on equity of 10.25 percent, embedded cost of debt of 6.38 percent and a

lweighted cost of capital of 8.03 percent. TEP notes that it has agreed to a cost of equity 50 basis

points lower than its request and lower than the rate recently approved for A‘PS.86

% TEP Briefat 9.’

8 Tr at 107.

8 Tr at 107; Tr at 812.

& Tr at 107; TEP Brief at 10.

% TEP Brief at 10.

85 Ex TEP-7 Larson Direct at 3.
% TEP Briefat 11.
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6. Depreciation‘and Cost of Removal

The issue surroundmg depreciation involves TEP’s determination that 1ts genera’uon had been

, deregulated after the Comm15510n 1ssued Dec1510n No. 62103, and its 1mp1ementat10n of Fmancxal

Accoun’ung Standards (“FAS”) No. 143, entitled “Accounting for Asset Retlrement Obhgatlons
TEP’s adoptlon of FAS No. 143 reduced Accumulated Deprecxatlon by $112 8 million to remove
prev1ously recorded Accumulated Deprecxatxon that it had collected for estimated future costs of
removal through the end of 2002.8” "TEP also reduced subsequent accruals of Depreciatien Expense
because TEP vremoved the cost of removal component from its depreciatiou rates for gene'ra‘.don.88
Staff explains' that rather than make an adjustment to test year rate base, the 2008 Settlement
Agreenient addresses this codcérn by providing for a rate case moratorium and for deprec‘iation rates
for TEP’s generating plant that include $21.6 million per year for cost removal. TEP expressed |
concerns that if the Commission had disallowed TEP’s accounting interpretation of FAS 143, TEP
would be forced to write-off certain assets.

Staff and TEP argue the 2008 Settlement Agreement resolved the issue of fatemaking
treatment for depreciation and cost cf removal in a positive and reasonable manner.’® The 2008
Settlement Agreemeﬁt, in additioﬁ to setting depreciation rates going forward, provides for an annual
accrual for the cost of removal for TEP’s generation assets.”’ Staff asserts that during the rate
moratorium period, this provision will provide ﬁJture ratepayer benefit by building up the balance of
Accumulated Depreciation related to the cost of removal in a manner that may not have been
achievable without the Agreement.”” Staff acknowledges that write-offs might negatively affect
TEP’s financial viability.”

TEP argues that although RUCO took issue with this resolution, it could not claim the

.. . 4
settlement position 1s unreasonable.’

8 TEP Brief at 9.
% Ex S-4 at 8; TR 735-736.
% Staff Brief at 9.

°® TEP Brief at 12; Staff Brief at 9.
1 °" TEP Brief at 12. ‘

%2 Staff Brief at 9.
% Tr at 671.
* TEP Brief at 12.
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7. Implementaﬁon Cost Recovery Asset (“ICRA”)

The 2008 Settlement Agreement includes an ICRA of $14,212,843 that reflects the costs that
TEP incurred 1n its transition to retail electric competition under the 1999 Settlement Agreement.
TEPrasséns that while it originally argued bit incurred significantly higher costs under the transition,
TEP agreed to accept the lowef amount as paﬁ of the integrated 2008 Settlement Agreement. TEP

argues the reduction from TEP’s original position is a clearly defined benefit to TEP’s customers.”

TEP notes that RUCO does not oppose this provision.s"6
8. PPFAC |

The Signatories argue that the adoption of the PPFAC in the 2008 Settlement Agreement is in
the public interest as it allows TEP to revc'over the costs of its fuel and purchased power in a tirﬁely
manner.”” TEP does not currently have a PPFAC and yet, TEP states, the Company 1ncreasmgly
relies on 51gmﬁcant quantmes of natural gas and purchased power, the costs of which have steadily
risen since 2006.98 TEP asserts that without a PPFAC, TEP could not agree to only a 6 percent base
rate increase, but would have negotiated a much thher increase.” In addition TEP aSser‘ts without
the PPFAC TEP would be requlred to ﬁle more frequent base rate cases, and would constantly be
trymg to “play catph up” because of the time necessary to process a rate case.'®” .

TEP aésens that RUCO did not present any evidence at the settlement hearing that suggested
it h.ad evaluated the proposed PPFAC, but merely adhered to its original pbsition that a di‘ffervent type
of fuel clause should be adopted.ml TEP argues the PPFAC in the 2008 Settlement Agreement
benefits cﬁstomers by protecting them from price spikes.m2 TEP notes that the Adjustor amount
would be set for the year, with the effect that a spike in prices in any given month would be absorbed

until the new PPFAC rate is set. Thus, according to TEP, the effect of a price spike is dampened and

smoothed out over the year. TEP states that any over- or under-collection is returned or charged to

% TEP Brief at 13.

% Trat 1071.

7 TEP Brief at 13, Staff Brief at 9; AIC Brief at 3; Mesquite Brief at 3; AECC Brief at 6
% Trat 124, 220-21, 258.

% TEP Brief at 13.

1 TEP Brief at 14.

10 Id

102 Id

21 | DECISION NO, 10628




10
11
12

.13

14
15
16
17
18
19
20

221
- 22

23

24

25
26
27
28

DOCKET NO. E-01933A-07-0402 ET AL*

customers over the subsequent ‘1:2-rnon’thfpe}riod’.m ,‘ TEP argues the proposed PPFAC provides

customers with proper price signals about the real costs of energy consumption and assists them to
adjust their energy usage based on the cost of their cons’umption 104 TEP asserts the offsets and
credits prov1ded for in the proposed PPFAC also beneﬁt consumers and give consumers the beneﬁt

of credits that they otherwrse Would not see as there 1s no nexus between these credits and

105

ratepayers ' v 7
TEP argues further that the PPFAC beneﬁts ratepayers by lowerrng TEP’s cost of capltal 106 |
TEP states that it agreed to a lower return on equlty and a capital structure with less equrty than it

I proposed because of the reduced risk it would face as a result of the PPFAC.'"’

TEP argues the 2008 Settlement Agreement provides the s1gn1ﬁcant safeguard that any
adjustment of the PPFAC rate will be subject to scrutiny by Staff ‘and interested parties, and no
change would be made without a Commission order.'® Mr. Hutchens for TEP testified that that the |
Company is amenable  to working with any reasonable process that the Commission or Staff
establishes.'®

AlIC belieyes that from the shareholder point of vietzv, the implementation of the PPFA‘C is a
critical factor capital markets use to evaluate the risks‘of rnvesting in or lending money to TEP. AIC
asserts the 6 percent base rate increase in this case, to be followed by another rate moratorium, stands
in sharp contrast to the experiences in other states coming out of rate freezes which are seeing

110

increases ranging from 12 to 70 percent. AIC believes this is remarkable given the cost of

providing service has risen dramatically over the period." In addition, AIC argues that in opposing the
settlement, RUCO concentrated only on those issues that favored TEP and ignored areas that the

Company conceded. AIC criticized RUCO for offering no affirmative solutions.'"’

'> TEP Brief at 15.

4.

105 Id

' TEP Brief at 16.

107 4.

108 Id

"% Tr at 863.

1% AIC Brief at 4, citing the presentatron of Ken Rose, senior fellow at chhlgan State s Institute of Public Utlhtles at an
Open Meeting in October 2007. -

T AIC Brief at 5.
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Mesquite believes a well-conceived and designed PPFAC is important for TEP to maintain its

creditworthiness. Mesquite, comprising wholesale power suppliers, argues that it is important for

TEP to be afforded the opportunity to receive revenues sufficient to remain a creditworthy purchaser

in the competitive wholesale -electrical market in Arizona. Mesquite believes this is vespecially-
important given TEP s 1ncreasmg need to look to the wholesale market to supply its power
requirements. "2 M. Huchens testified for TEP that in 2007, TEP’s fuel mix was 22 percent gas and
78 percent coal.'”® He testified further that every year, TEP expects the percentage of gas 1n its fuel
mix increase to increase 3 percent. Mesquite notes that by 2015, TEP expects 30 to 40 percent of its
| 114
Mesquite cited Mr. Pignatelli’s testimony that a PPFAC is needed to maintain its creditworthiness
According to Mesquite, under-collection of fuel costs can result in two types of problerns that could
adversely affect ratepayers: 1) the utility’s prov1ders of purchased power and fuel may require letters
of credit or performance bonds which would increase the cost of the transaction; or 2) to the extent
there is a significant time lag between incurring the purchased power expense and recovery from
ratepayers, some ratepayers may pay a higher unit cost for demand caused by customers who have

since left the utility’s system. 1s

Mesqurte s support for the PPFAC in the 2008 Settlement Agreement is expressly conditioned
upon TEP’s ongoing compliance with the Recommended Best Practices for Procurement which was
adopted by the Commission in Decision No. 70032 (December 4, 2008). Mesquite agrees with, and
supports, the recommendations of Staff concerning now the PPFAC and Plan of Administration will
be implemented and administered.''8

During the hearing, the question arose whether the proposed PPFAC should have a cap to
mitigate the impact on ratepayers resulting from a spike in the cost of fuel. The proposed PPFAC
was compared to the fuel adjustor the Commission approved for APS. Staff states that it did not

propose a cap for the PPFAC in this matter or in the APS proceeding. Staff believes that while a cap

V2 Ty at 125.

"3 Tr at 815.

V4 Ty at 162-164.

15 Trat 131-134

16 Ty at 364-372; Tr at 909—911; Tr 912-Tr 914.
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may protect ratepayers from spikes ‘in‘ power sup‘ply costs, it can also cause the utilrty to carry large_
deferral balances "7 Staff and TEP argue that the 2008 Settlement Agreement gives ratepayers more
protectron than is afforded under the APS adjustor because 1t can only be reset after Commrssron
approval.''® | E | |

TEP does not support a cap on PPFAC cost’ recovery in thrs case.'"? TEP asserts that 1t cannot
afford to have 1ts abrhty to recover the fuel and purchased power costs capped if the base cost of the |
fuel and purchased power is set at 2006 levels. 120 Further TEP asserts that 1t cannot afford to lose
recovery of cost increases for each year from 2009 through 2013."2! TEP states the PPFAC structure
1s directly tied to the rate moratorium and ‘argues that modifying the PPFAC would leave TEP
exposed for costs that “could imperil TEP’S finances.”'* Inv addition to sending inappropriate price
signals to customers, TEP argues a 'cap on the PPFAC could create intergenerational imbalances as
costs incurred by one set of ratepayers are borne by another set. TEP also asserts that any interest |
owed due to balances created by a cap would increase the cost to ratepayers, and the account balances
and financial costs would affect TEP’s credit and affect its ability to purchase fuel and purchased
power at more favorable prices.'? | |

AECC’s witness, Mr. Higgins, testified that in evaluating the benefit of placing a cap on the
PPFAC, the Commission should weigh the short—terrn benefit of the cap with the potential that under-
collected amounts would have to be repaid with interest.’?* AECC notes too that the PPFAC includes
a credit for 50 percent of the revenue from SO2 emission sales that is not in the APS PPFAC. AECC |
argues the 2008’Settle'ment Agreement needs to be viewed as a package, and that includes the PPFAC
as currently proposed.”‘5 ' |

In addition, unlike the APS fuel adjustor, the PPFAC proposed for TEP does not contain a

90/10 sharing arrangement. Staff believes that the proposed PPFAC contains proviSions, such as the |

"7 Ty at 709,

'8 Staff Brief at 11; TEP Brief at 18.
U9 Trat210 & 217.

120 TEP Briefat 17.

121 1d

122 ld

12 TEP Brief at 18.

124 AECC Brief at 6; Trat 615.

125 AECC Brief at 6.
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erniSSion credits and the 90/10 sharing on wholesale trading, to provide TEP with incentives to secure
its fuel needs more competltively 126 " Staff notes the downs1de of a sharing arrangement, is that if
costs decrease customers have the potential to pay more than TEP’ E actual costs. %’

9 'Rate Base Moratonum‘ '

The. 2008 Settlement Agreementprovides that TEP wili not 'submit a rate application sooner
than June 30, 2012, and wrll not use a test year endmg earher than December 21, 2011 TEP argues .
this provrslon is in the pubhc 1nterest as it promotes rate stablhty for at least four more years and
conserves the resources of both Staff and the Company i in 11t1gat1ng a rate case.’”® AECC and Staff
shared this belief.'” | |

| 10. Rate Desrgn
The Signatories assert that the 2008 Settlement Agreement provides’ an improved rate design
that is just and reasonable and promotes energy conservation and protects low income customers. 130
Staff believes that successful rate designs not only achieve the utility’s goal of recovering its
revenue requirement but must consider other 'goals such as stability, fair apportionment' of costs
among customer - classes, socml equrty, promotrng cost-effective load management and energy
conservation; investment in energy efficiency, 51mphclty for customers-and ease of 1mplementation
for utilities.*! Staff asserts the 2008 Settlement Agreement proposes an overall rate design w1th key
features that address each of these goals.mv Staff asserts that the‘ proposed revenue allocation
combined with 'inciining block rate structure, provide for fair apportionment of costs across all
customer rate schedules. In addition to the new rate schedules for low income residential rcustomers,

the first block of the tiered rates provides for a lower base rate for consumption up to 500 kWh per

month. Thus, small users, who are less likely to be able to take additional conservation measures,

may see a rate decrease. Further, Staff asserts the TOU options and inclining block rate structure

reflect a falr apportionment of costs, whereby customers are charged more durmg peak hours when

126 71 at 789.

127 Tr 842-843.

128 TEP Brief at 21.

129 AECC Brief at 6; Tr at 336 and 350.

% TEP Brief at 22-23; Staff Briefat 11; DOD Brief at 3; AECC Bnef at 7
13! Staff Briefat 11.

B2 Ty at 108-109; Tr 336-337.
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the cost of prov1d1ng electr1c1ty is greater and thus reﬂect an accurate price si gnal Both the rnverted

rates and TOU rates are seasonally d1fferent1ated S0 that charges durrng the summer reﬂect the hlgher »

costs of power According to Staff the proposed iate structure gives customers the ability to reduce '

the impact of the increase by changing a few habrts and conservrng electrlcity Staff believes the
proposed rates w1ll help reduce peak loads increase supply secur1ty and encourage 1nvestment in

energy efﬁcrency and renewable Iesources..

One of the most 1nnovat1ve aspects of the 2008 Settlement Agreement 1is holding’ the low

income customers harmless from the base rate and potential PPFAC increase. Ms. Zwick, wh_ose
interest is in protecting low income ratepayers, testiﬁed that this provision is vun‘pr,ecedented.]33 ”

Rate design issues were of particular importance to DOD, AECC and Kroger. DOD states
that its primary purpose in intervening in this matter was to address cost of service and rate design
issues, including »large-customer DSM and the redesign of TEP’s partial requirements service

(“PRS™) tariffs.’**  DOD did not take a specific position on revenue requirement or PPFAC issues.

Although the DOD believes that the 6.1 percent across-the-board increase in rates under the 2008

Settlement Agreement is not consistent with the results of the class cost of service analysis, DOD

believes that the other provisions of the agreement outweigh this factor. Speciﬁcally, DOD notesthat
the agreement provides for a significant improvement for the rate design applicable to large
customers (i.e. demands exceeding 3,000 KW). DOD states that the rate designs in TEP’s filing were
not cost-based and would have penalized customers with high load factors, but the rates proposed in
the 2008 Settlement Agreement represent a dramatic improvement.13 > DOD believes’ that by
increasing the demand charges, and reducing the kWh charges, customers are enCouraged to increase
load factors and become more efficient in their use of power. DOD also believes the new optional
TOU rate for large customers provides a strong incentive to reduce power costs by reducing or
shifting peak dernands.‘ DOD asserts that the improved rate design was an important factor in its

decision to sign the 2008 Settlement Agreement. In addition, DOD believes that TEP’s current PRS

11 Tr at 454,

4 DOD Brief at 2. TEP provides electric service to two major DOD installations; Davis-Monthan Air Force Basé
(“*DM”) in Tucson and Fort Huachuca (“Fort™) in Sierra Vista, which have a combined annual consumptlon exceedmg

213,000,000 kWhs (DOD Closing Brief at 1).

133 See Exhibit 8 to the 2008 Settlement Agreement for revised rates LLP 14 and option TOU rate LLP—9ON

2% DECISIQNNOJ, 7,0623
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tariffs discourage rather than encourage large-scale renewable energy projects. DOD states that the
Company 1s curréntly conducting workshops on the PRS tariffs -and will hopefully have revised
tariffs avéilable for Commission consideration by t‘he;time' the Commission meets to make a decision
on the 2008 Settlement Agreer'nenvt.]36 Further, DOD comménts ‘that the new interruptible and

demand response tariffs will provide additional demand-reduction tools that will allow customets to

respond qulckly to TEP requests to reduce demand.

Kroger also fully supports the 2008 Settlement Agreement, and was partlcularly 1nterested in
the demgn of the TOU rates for commercial customers.13 ! Kroger bcheves the design of the TOU
schedulés for cqmmercial customers achieves the goals of TOU rates té_ send prices signals during'
peék times and to provide an incentive to customers to curtail load during peak timesv. KrOger argues
the decreased usage during peak times benefits all customers as it reduces the need to buvild or
purchase additional capacity.

11. Renewable Energy Adjustor & Demand-Side Management Programs and Adjustor

According to AECC, the REST and DSM Adjustors lévied on all retail rate schedules enable

the collection of revenues to fund DSM projects and renewable resources.”® SWEEP, whose

position is discussed in greater detail below, is a strong supporter of the DSM Adjustor.

12. Status of TEP’s Certificate of Convenience and Necessity (“CC&N”)

~ TEP had originally requested that its CC&N be returned to exclusivity. The 2008 Settlement
Agreement provides that CC&N exclusivity issues should be addressed in a generic docket.'?

AECC, in particular, asserted that the resolution of the issue cdncerning the status of the exclusivity

of TEP’s CC&N is én important aspect of the 2008 Settlement Agreement.'40 AECC’s witness, Mr.

| Higgins, testified that the unbundled rates provide the option for customers to take service from an

alternative provider and the right to avail themselves of the transmission system. Mr. Higgins

believed that maintaining the possibility of Direct Access could assist retail customers who are now

13 TEP states that it met with interested stakeholders on Aungust 4, 2008 and August 19, 2008, and anticipates fi f'lmg its
PRS Tariff in advance of the Commission’s Open Meeting to consider the 2008 Settlement Agreement.

BT Kroger Brief at 1. :

3% AECC Brief at 7. _

13 2008 Settlement Agreement Section 12.1.

"® AECC Brief at 10.
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look rng at sustarnabrhty 1ssues and opportumtres for drrectlv avarhng themselves of renevhable
energy. 14 He also belreved it could act asa check on ut111t1es requests for rate 1ncreases 142

' Mesqurte states the approach preserves the status quo of TEP s CC&N pendmg such further
actlon on the subject of retall electrrc competltron as the Comrmssron may elect to pursue Mesqulte:
belreves this approach is fully con51stent wrth Decrs1on No. 70485 (September 3, 2008) in Whlch the
Commlssmn decided to suspend processmg the apphcatlon of Sempra Energy Solutron LLC for an

Electrrc Service Prov1der CC&N pendmg the conduct of workshops and a Staff Report on the subJect

of retarl electrlc competrtlon S

13. Returning Customer Dir'ect Access Charge

The 2008 Settlement Agreement provides,that TEP will file, as a compliance item, an

| RCDAC that will only apply to customers with a demand load of 3 MW or greater who do not _

provide TEP with one year’s advance written notice of intent to return to TEP for Generation and
Standard Offer service. TEP asserts that this provision is a benefit of the 2008 Settlement ‘Agreement
because it appropriately apportions the costs attributed to a customer that leaves, and then re-
143

establishes service without providing the proper notice, upon that same customer.

14. Rubles and Regulations

TEP asserts that the changes and modifications to its Rules and. Regulatrons are an added
beneﬁt of the 2008 Settlement Agreement 144 TEP states that a 51gn1ﬁcant positive change is the
elimination of free footage from its line extensron tarrffs, and notes that no party has objected‘ to any
of its proposed modifications. |

15. Fuel Audit

TEP asserts that the provlisio‘n of a fuel audit is a material benefit to custome'rs because it
creates a process whereby Staff can evaluate the fuel procurement practrces as a further check and |

balance to ensure that TEP is following prudent fuel procurement practices.145

) Ty at 603.

"2 Tr at 604. }
13 Ex TEP-2 Pignatelli Settlement Direct at 22-23.
149 TEP Brief at 24. :

'45 TEP Brief at 25.
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B. SWEEP’s Position

SWEEP neither supports nor opposes the 2008 Settlement Agreement. SWEEP was primarily
concerned with DSM issues, and states it did not have the‘ time o_r resources to perform. the Aan.aI):/sis
needed to take a position on the 2008 Settlernent Agreement as a whole.*® TEP’s DSM programs are
being reviewed and‘approved in a separate docket Y(Docket No. 'E-01933A-07-0401) that has ’ibeen
proceeding parallel to the rate proc'eedirlg. SWEEP supports the two docket approach and the current
schedule of the Commission’s review. of the DSM programs.147 SWEEP supports the use of a DSM
Adjustor Mechanism for DSM cost—recovery and supports the_DSMsAdjvustor as set forth in the’ 2008 |
Settlement Agreernent. 148 | | o |

SWEEP strongly advocates the implementation of the Comrniss'ion-approved DSM prografns

{ without delay. Based on 1nforrnat10n that DSM funding currently available in 2008 i is approx1rnate1y

$3.3 million, SWEEP believes that there are sufﬁcrent funds available to fund the ex1st1ng and new’
DSM programs. 149 Consequently, SWEEP believes that an interim DSM cost-recovery rnechanlsm in
this rate proceedmg is not necessary. 150 However, if customer response to the programs in the latter
half of 2008 is very strong and TEP finds that its DSM funding is inadequate, SWEEP would.
recommend an accounting mechanism to provide interim cost recoveryuntll the DSM Adjustor is |
adopted by the Commission inbt_his case.'! | | ‘ |
SWEEP also supports the DSM Performance Incentive as clarified in Staff's rebuttal
testimony.'*2 U_nder this performance-based incentive mechanism, TEP would have the oppo’rtunity
to earn up to 10 percent of the measured net beneﬁts from the eligible DSM programs, capned at 10
percent of the actual program spending. SWEEP believes this is an incentive to encourage the.

achievement of net benefits, with at least 90 percent of the net benefits accruing to customers.' >

146 Tr at 546.

147 Pr at 540.

18 Ex SWEEP-2 Schlegal Settlement Direct at 3; Tr at 541

1 Ex SWEEP-2 at 3. .

150 Tr at 542.

's' Ex SWEEP-2 at 3; Tr at 542.

152 Tp at 543; Ex Staff-8 Keene Rebuttal at 3 Ex Staff-1 Keene Direct at 5.
'3 Ex SWEEP-2 at 4.
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SWEEP beheves that it is. hkely that add1t1onal fundmg for Commission-approved DSM
programs w111 be needed prlor to 2012 154 SWEEP beheves that DSM spendmg levels on
Commlssron approved programs should be able to 1ncrease in between rate cases. SWEEP beheves 1
that the Commlssron and Staff could be notrﬁed of the DSM program spendlng increase, and the
Cormmssron can choose whether or not to take actlon on it, however the spendlng increase for
Commlssmn approved prograrns should not requrre Commrssron pre- approval or other action by the
Commrssmn 155 SWEEP proposes that 1f the estimated spendmg increase is srgnlﬁeant Staff or the
Company could notlfy the Commlsswn of such- and request Commrssmn pre- approval of the
156 ' '

spendlng increase.

C. RUCO’s Position

 RUCO believes that the amount of the rate increase under the 2008 Settlement Agreement is
too great _compared to the benefits ratepayers would receive. RUCO states that it is statutorily
charged with looking after the best interests of residential ratepayers, but while this means that
RUCO balances its statutory‘ authority with the interests of the COmpany to maintain financial health,
it believes that “the Company should have an opportunity to earn a reasonable return, and not one
dime m'ore.f’157 RUCO states that it determin‘ed early 1n the settlement process that the gap between
the Company’s settlement proposal and RUCO’s filed position was too wide to reach “Common
ground.” Thus RUCO believed that- it would have been unfair for it to participate in the settlement
negotiations knowing RUCO could not be a 51gnatory | |
In its underlymg case, RUCO recommended an increase over adjusted base year revenues of
$36,254,000. RUCO states the 2008 Settlement Agreement provides for a $136.8 million increase, or
19.8 percent, over TEP’s adjusted current base rates excluding the Fixed CTC.!*® Furthermore,
RUCO estimates that when the rate increase is adjusted for the estimated PPFAC, the 2008

Settlement Agreement provides for a total yearly increase of $146,248,098, or 21.15 percent over

14 Ex SWEEP 2 at 3: Tr at 549.
155
Id.
1% Tr at 552.
7 RUCO’s Closing Brief at 2
'8 Ex TEP-1 at 6; Ex RUCO-2 at 7.
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adjusted current base rates.'

RUCO argues the cost to ratepayers from the difference of
$109,994,098 between the eirpected increase under the 2008 Settlement Agreement and RUCO’s
recommendation is too great for the 2008 'SettlementAgreement to be found to be in the public
intereet. RUCO believes “that aﬁerthe litigation risks and all other things are considered,_ if there -
comes a point when the conceé.siorié signiﬁcantly outweigh the exchanged benefits, then the
Settlement is not in the:best interests of ratepayers.”'® |

1. Amount of Rate Increase -

| - RUCO argues the Signatories make too many and too large concessions in‘exchange for the
benefits of the 2008 Settlement Agreement. In particular, R_UCO criticizes the concession made to
reinstate $99 million related to the FAS 143 wﬁte-off of accumulated depreciation. '®' The reduction
in accumulated depreeiatiOn agreed to in the 2008 Settlement Agreement increases rate base.': RUCO
argues that ratepayers pay for the retirement of assets through Depr‘ec.iati_on_ Expense, which is
reﬂected in rates, and vthat reducing accumulated depreciation would be unfair to‘ratepayers because
they are paylng for a return on a higher rate base after they had already pard for that plant in their
rates. RUCO argues FAS 143 is 1nappropr1ate for regulatorv accounting because wrltlng off a
portion of the accumulated deprecration results in the double recovery of the prevrously accrued asset.
retirement: costs.‘62 RUCO believes that its litigation position on the depreciation issue is well
founded and asserts the Commission should modify the proposed Settlement Agreement
cornrnensurately to reﬂect RUCO’s view on this issue.'®
RUCO also criticizes the 2008 Settlem‘ent Agreement’s concession to reduce_accumulated »
depreciation by $41.6 million attributed to TEP using lower depreciation rates for ite generation
assets commencing in 2004 than had been approved in the last rate ca.se.164 The adjustment trues-up

the accumulated depreciation balance to the Commission’s authorized rates from TEP’s last rate case.

RUCO believes that its position on this issue would prevail if litigated.

199 Ex RUCO-2, Exhibit WAR-1.

"9 RUCO Brief at 6.

"I In direct testimony Staff recommended an increase in accumulated depreciation of $99 million. RUCO had
recommended an increase in accumulated deprecratlon of $112.8 million. (Ex RUCO-2 at10}. '

62 Ex RUCO-2, Rigsby Responsive Testimony at 11.

'3 RUCO Briefat 5.

' RUCO Brief at 5.
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2. Assessment of Benefits -

RUCO arg‘liés"vtha’t the 'pu_rpdrted beneﬁt's‘ of the 2008 Settlement Agreement, namely the.

touted $47.1 million (6 percent) rate incréasé', thlevmbratorium on base rat'e increases through 2012, .

the waiver of _cl_zijimS"under'"\the 1999 'Settlement Agfeement and the iniplementation of a PPFAC,
must be put in pcfspectivé. .Fir's";, RUCO notes, with the application of the PPFAC, ratebayers Wiil -s‘ee
a9tol0 'percentv incfeésé, ‘ra‘th:er than the 6 vpércén’t mentioned in the 200.8 Settlvem'ent Agfeerrie'nt.
RUCO élaims that fthe 2008 Scttlerﬁént Ag_reément is misleading, and that the actﬁal. rate increase is
approximafel‘y 21.5 percent which Shpuld ‘be made knbwn to the public. RUCO asserts tﬁ_at the
attractivenes‘s. of a rate morétorium is predicated on the aSsumptién that rates are not set too high to
begin with. In RUCO’s view, the rates resulting from the 2008 Séttlement‘Agrecment are 100 high to
begin with and this negates any benefit of a rate moratorium. |

RUCO concludes that a lawsuit brought by TEP over whether generation rates would be set -
by the market after the rate moratorium expired December 31, 2008, would ultimately be found to
lack merit.'® RUCO notes that Staff and AECC agreed with RUCO that there is no basis for TEP to
charge market rates. RUCO points out Staff testified in the Motion to Amend proceeding that “[n]o
basis exists for the $844 million of forégbne revenues ihcluded therein, which TEP alléges to,Be part
of the economic damageé that it has sustained due to Arizona’s 'experiment with electric
competition.”®® RUCO also cites the testimony of Kevin Higgins for the AECC who concluded in
the Motion to Amend proceeding that TEP was vnot authorized to charge market rates after 2008.167'
RUCO acknowledges there is some litigation risk that TEP would prevail, but concludes the risk to
ratepayers from TEP prevailing in its thréatened lawsuit does not warrant resolving the issue by
settlement.'®® |

3. Structure of PPFAC

RUCO believes that the proposed PPFAC is overly gyenerous.l69 RUCO states that TEP’s

generation mix is primarily coal, the cost of which has historically been less volatile than natural gas.

1 RUCO Brief at 8.

1% Direct Testimony of Michael J lleo filed in Motion to Amend at 6.

'7 Direct Testimony of Kevin Higgins filed in Motion to Amend, Legal Brief at 6.
'8 RUCO Brief at 9.
169 Id.
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RUCO points out that APS, which has a much higher exposure to‘gas, includes a fuel adjustor with a
4 mil cap and a 90/10 sharing clause. RUCO argues. that the proposed PPFAC in the 2008 Settlement
Agreement which has no cap or sharmg prov1s1on makes no sense and would result in bad
precedent RUCO has recommended a fuel ad)uster that only apphes to incremental sales, which it

argues 1S more approprlate for a company with hlstorlcally less volatile fuel costs than APS. RUCO

.belleves ratepayers would be better off under RUCO’s recommendatrons

D. Unresolved Issues under 2008 Settlement Agreement

1. Dlsposmon of Fixed CTC True-up Revenues

The 2008 Settlement Agreement drd not resolve the issue of how to treat the Fixed CTC True—
up‘Revenue. TEP has estimated that leed CT_C _True-up Revenue( will be approximately $66 million
by the end of 2008.'" | | | | S

' Based on Decisi‘on No. 6'9568, Which provides that the true-up revenue would accrue interest
and‘be refunded at an appropriate rate of interest either as a refund or credit to be determrned in this
docket Staff recommends that the Fixed CTC True up Revenue be credlted against the PPFAC.'"!
The DOD agrees and argues that the over collectlon of the Fixed CTC True -up Revenues belongs to
the Company’s customers. 1”2 DOD urges the Commission to credit all of the Fixed CTC True-up ,
Revenues to the PPFAC bank_ account to offset any projected increase in fuel costs in 2009. DOD
believes this is consistent With the findings and order of Decision No. 69568, and DOD ﬁnds no ,.
rationale to support a sharing between the Company and its customers. k | ,

AECC recommends that the greater of »$32.5 million; or 50 percent of the Fixed CTC True-up '
Revenues, be credited to customers in the PPFAC balancing account and that TEP be allowed to‘
retain the remainder of the Fixed CTC True-up revenues.'>  AECC believes that an important factor
in its recommendation is the fact that when the CTC was established in 1999, it was not a new charge
that was added to TEP’s existing rates, but rather a “carve out” of the existing rates that was

designated for Fixed CTC recovery. Thus, in AECC’s view, when the Fixed CTC expired, it did not

70 Ty at 112.

71 Tr at 342.

12 DOD Brief at 4.

1 AECC Briefat9. -
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remove a cha:ge that was added -on but strrps out a pre-exrstmg portlon of rates that had prevrously

been determlned to be Just and reasonable by the Cornmrssron 7 AECC beheves that in hght of the

settlement and TEP S wrthdrawal of 1ts clarms under the 1999 Settlement Agreement sharrng the |

Fixed CTC True-up Revenue between customers and the Company 1s an equitable outcome.!™

' TEP argues that TEP should retarn the Frxed CTC True -up Revenues and argues that any
refund or credrt of the Frxed CTC True-up Revenues would be 1nequ1table and confiscatory. 17 TEP
asserts a credrt or refund for the leed CTC True up Revenues would aggravate the current inability
of TEP to earn a Just and reasonable return and would conﬁscate a portron of revenues that TEP
collected through rates that Were prev1ously determined to be just and reasonable TEP argues it has
been under-earnmg-smce at least 2006, even wrth the Fixed CTC Revenues included in the revenue
requ.irernent calculation. In addition, TEP asserts the Fixed CTC was sirnplv an ac_counting
mechanism 'that did not increase customer rates, which rates the Commission found to be just and
reasonable in Decision No. 62103. TEP argues the Fixed CTC did not increase those rates, but was
rather an unbundl_ed element that was delineated to allow retail electric competition.l77 TEP states
the Fixed CTC was an accounting mechanism that was intended to allow TEP to amortize $450

million of generation plant stranded costs between 1999 and the end of 2008 rather than incur the

entire write-off in a single year.'”® TEP states is did not collect extra revenue from the Frxed CTC '

but that it did write down the value of generation assets by $450 million.'” Third, TEP claims
ratepa)?ers are realizing the benefits of the Fixed CTC because the Cost-of-Service generation rates
under the 2008 Settlement Agreement reflect the accelerated write-down of‘.$450 of generation assets
and given the accounting nature of the Fixed CT‘C, ratepayers did not pay extra for that benefit. \TEP_
asserts that because TEP’s generation rates will be based on Cost-of-Service, ratepayers will receive
that benefit in perpetuity. TEP argues this long-term benefit was not contemplated in 1999 and

demonstrates why “blind adherence” to the 1999 Settlement Agreement provision concerning

174 AECC Brief at 10.

175 ld

%6 TEP Brief at 26.

"7 TEP Brief at 27.-

'8 Ex TEP-3 Pignatelli Settlement Rebuttal at 7.
172 Tr at'103.
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termination of the Fixed CTC is not appropriate or equitable. As a result, TEP stafes it is potentially
faced with a reduced fate base for its new Cost-of—Sérvice ratés. and a reduction to its cﬁrrent rates.
TEP argues that'ifnpOsing bbth reductions effectively double-counts the impact of the $450 million ‘
generatioﬁ asset ,re‘d’uc‘t-ion.’, | | |
» TEP does not Beli}e\'/ve'the other parties have set forth any compelling reason for requiring é
credif or refund, andyltha}t they do not dispute TEP has been under-earning since 2006, or th‘at‘the
Fixed;_C"I."C did not increase rates. In TEP’s view, one of the benefits of fhe 2008 Settlement
Agreerﬁent is to extihguiéh all issues and claims related to the 1999‘Settlement Agreeménf, and it .is
inequitable to allow a seleét provision of the 1999 Settlement Agreement to transfer economic
benefits from TEP to its customers.'* | | |
AIC supports TEP retaining the Fixed CTC True-up Revenues. 181 AIC argues that as a global
matter, the 2008 Settlement Agreement’s Section XIV contains nine different provisions that
recognize the intended purpose of the 1999 Settlement Agreement “to allow a transition to retail |
electric competition” has been frustrated. AIC argues these provisions colléctively tefmihate the
1999 Settlement Agreement, and it wbuld be unfair to resuscitate only a small portion of the 1999
Settlement Agreemént (i.e. the rate moratorium and the termination of the Fixed CTC), especially
when the Company’s current fates are not adequate.I82 AIC argues that the CTC Revenues. were
intended to position the Company to compete in the wholesale market on January 1, 2009, but |
instead, given the Company’s return to Cost—of—Service rate regulation, the write-off of the CTC- ,
related plant value reduces costs, and by extension, customers’ rates. AIC argues under the
significantly changed circumstances since 1999, there’s no reason for another credit to customers on
top of the savings they will realize from the rate base write-offs that were financed by the CTC
Revenues. Furthermore, AIC argues, because the Commission has determined TEP’s cgrrent rates,
which include a portion attributable to CTC, to be just and reasonable, there is no rationale or equity

in returning a portion of these rates to customers.'®

80 TEP Brief at 29.
181 AIC Brief at 6-7.
182 AIC Brief at'6.
183 m-
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2. Effe'ctive.Date of 4Rate Increase

Staff and AECC argue that the new rates should become effectrve on January 1, 2009, as was
contemplated by Dec1sron No 62103 Staff asserts there is no language in the 2008 Settlernent

Agreement that extmgurshes or supersedes the 1999 Settlernent Agreement AECC states January 1,

2009 is the most approprrate date as 1t corresponds to the exprratlon of the rate cap estabhshed in the

1999 Settlement Agreement

TEP, AIC and IBEW beheve that new rates should be implemented at the earllest possmle

| date.'® TEP belreves there is no reason to delay 1mplementat10n of the new rates to clmg toa legacy

of the 1999 Settlement Agreement Wthh agreement TEP argues is superseded by the 2008
Settlement Agreement.]85 TEP states that it has been under-earning since at least the 2006 test year
and delaying implementation of the new rates interferes with TEP’s opportunity to earn a just and
reasonable return. Furthermore, it asserts, it needs those‘revenues to continue to operate a safe and
reliable electric system and to meet significant capital expenditure requirements. TEP believes the
time and context of the 1999 Settlement Agreement has passed. In addition, TEP asserts that any
delay in rate relief will exacerbate the scope of the Fixed CTC True-up Revenue dilemma. Finally,
TEP asserts there are important rates and programs that should go into effect sooner rather than later,
such as the neyv TOU rates.'®

AIC asserts that implementing the new rates as soon as possible is consistent with the
Commission’s statement in Decision No. 69568 that “it is in the public interest to evaluate and
approve new rates for TEP as quickly as is practical'. ..” Furthermore, AIC argues the Signatories
have concluded that TEP has been under-earning since 2006.

DOD does not object to the implementation of new rates prior to January 1, 2009,

RUCO appears to believe that the failure of the 2008 Settlement Agreement to resolve all

outstanding issues in this case, is a weakness of the settlement. According to RUCO, the open issues
of how to treat the true-up of the Fixed CTC Revenues and the date when the new rates become

effective could have a substantial impact on customer bills. RUCO states the ultimate resolution of

"8 Tr at 420; Tr at 470; Tr at 448. .
185 TEP Brief at 30.
18 TEP Brief at 31.
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| these issues could significantly change the balanc’e between the costs and the benefits of the

settlement.

IV Analvsis and Resolution

We ﬁnd that the pr oposed 2008 Settlement Agreement results in Just and reasonable rates and

is in the public interest and should be adopted It was negotlated in dlscussmns that were open to all

interested partles All partles were notified of the settlement process and invited 10 partrclpate No.

party stated they were not glven an opportunlty to partrcrpate We beheve the process resulted ina

fair and balanced agreement that provides benefits to ratepayers, employees and shareholders.

RUCO is the only party to this docket who opposes the 2008 Settlement Agreement. RUCO’s

primary opposition is the amount of the rate lncrease and the structure of the PPFAC Even RUCO
acknowledges the 2008 Settlement Agreement is not without redeemlng provrsrons and contarns a
number of beneﬁts for ratepayers that RUCO supports 1nclud1ng expanded TOU tarlffs expanded
DSM programs and spendlng, the four year base rate moratonum the equrtable rate spread, holding
low income ratepayers harmless from the mcrease 1n base rates and the PPFAC customer credrts for
short-term ‘sales revenues, the credit for 10 percent of wholesale trading proﬁts and customer credit
for 50 percent of the revenues realized from the sale of SO2 emission allowances. 187 RUCO also
supports the adjuster clauses for DSM and renewable energy programs. 188

vThe 2008 Settlement Agreement results in a base rate increase of ’$136.8 million. In its pre-
settlement testimony, TEP proposed a revenue increase of $275.8 million under its vCost—of—Sy'erv‘ice

methodology, which included an apprOXimate $158.2 million increase in base rates and $117.6

million for its requested “Transition Cost Regulatory Asset Charge”, which TEP had requested as a

9 190

separate surcharge.'®  Staff had recommended a revenue increase of approximately $9.7 million.
RUCO had recommended a $36.2 million increase which was calculated after excluding the Fixed
CTC revenues.'"” The procedural schedule was suspended before Staff and Intervenors filed their

surrebuttal testimony. During the 'hearing, Staff testified that had Staff filed surrebuttal testimony ‘it

87 Tr at 934,

188 Tr at 949 - 950.

189 £x Staff -4, Smith Settlement Direct, at 3,

190 Ex Staff-4 at 4 & Ex 2 to 2008 Settlement Agreement. '
' Ex RUCO-2 at 8. :
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would hav’e’revised its commended revenue requrrement hlgher to somewhere between $60 and
$70 m11110n 192 Whlle we express no oplnlon on how we mxght otherwrse resolve pre- settlement

drsputes coneermng deprecratlon and the costs of the Spnngervrlle lease arnong others based on the |-

testrmony in this proceedlng, we ﬁnd that the revenue increase under the 2008 Settlement Agreement 1

is reasonable when viewed in conjunctlon with the other benefits of the agreement. We do not agree
with RUCO that the costs of the -‘rat'ep'ayer benefits under the agreement come at too high a price.
Nor do we find the 2008 Settlement Agreement to be deceptiVe " The revenue increase in base rates,
whether compared to existing rates with or without the Fxxed CTC is reasonable and fair. The
evidence indicates that under the 2008 Settlement Agreement, the average resrdentlal customer usmg
900 kWhs/month would experience a base rate increase of 3.2 percent, from $84.55 to $87.25, and
that the PPFAC and DSM surcharge would add an additional 4.9 percent. Ten percent of TEP’s
customers account for 27 percent of residential usage.'”> The proposed rate structure would impose a
moderate increase on the average ‘residential energy user, while imposing a greater percentage
1ncrease on those who use drsproportlonately more energy. The increase we approve will allow TEP
to continue to provide safe and reliable service, while sending more accurate and fair price signals to
users. | |

" The benefits of the 2008 Settlement Agreelnent are numerous and some would likely have
been difficult to obtain without a consensual resolution. In particular, the provision that protects low
income ratepayers from both the increase in base rates and the effect of the PPFAC is innovative and
unprecedented in Arizona. The 6 percent across-the-board allocation of the base rate increase, when
there is some evidence that a cost of service study might support a greater increase for residential
customers, is also a benefit to residential ratepayers. The inegoti’ated rate design offers improved
TOU tariffs that will permit ratepayers the opportunity to mitigate the effect of the increase. The
large users, as represented in this proeeeding by AECC and DOD are particularly supportive of the
rate design that will encourage load shifting, and are encouraged that progress will finally be made in

the partial requirements tariffs that will promote the installation of large renewable distributed

2 Tr at 493,
1% £x TEP-6, Dukes Settlement Direct at 6.
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genefation projects. 194

Further, the 2008 Settlemeﬂt Agreement resolves the FAS'NO. 143 issue without causing TEP ©
to write-down assets whieli could detrimentally affect its: ﬁhancial eondition. Since t‘he'1999,
Settlement Agreement, the Combany has been able to build its equity. Given the current uncertain
financial climate in this country, and unceftairﬁy over future carbon taxes, maintaining and increasing
TEP’sb equity is important. By enabling TEP to avoid Writeeoffs, the 2008 Settlemeﬁt‘Agreement
will benefit TEP’s capital structure, without substantially burdening ratepayers. Ratepayers benefit
from a strong capital structure because the Company is able to attract capﬂi'téil at better prices.

Under the 2008 Settlement Agreement, the palfties were able to agree that TEP would be
regulated vp.ursuant to the Cost-ef-SerVic'e rnethodology; and TEP agreed to forgo its claim of
damages from a return to Cest-of-Service regulation. We cannot diminish the public benefit of
determining with finality, and witheuf litigation, that.TEP’s generation assets will be subject to Cost-
of-Service regulafion on a going-forwerd_basis. RUCO argued in the hearing that it was conﬁdent
that its position that TEP had no claim -fo‘rv damages under a return te Cost-of-Service would
ultimately prevail, but we cannot say that TEP’s initial‘ positioﬁ ‘was frivolous or had no chance of
pfevailing. Even if RUCO’s and Staff’s pre-eettlement ‘po'sivtions would have prevailed, there is a
public benefit to avoiding the time and expense of ‘litigation. Ratepayers and shareholders benefit
from the certainty and finality that result from the consensual resolution of the Cost-ef-Service issue
and TEP’s claims for damages under the 1999 Settlement Agreement |

We find too that the PPFAC as set forth in the 2008 Settlement Agreement is fair and
reasonably designed to permit TEP to recover r the volatile costs of its purchased power and fuel used
to supply retail electric power. Although it does not contain a cap or 90/10 sharing‘ arrangement, it
contains the added protection that the PPFAC will not be modified except by C_omfnission order.
Each year the Commission will be able to consider the effects of a potentially disruptive spike in fuel
costs in the context of current events; which allows the Commission to deiermine the best course of

action at the time, instead of relying ona cap that may or may not protect ratepayers.. A cap that is

" SWEEP proposed some sort of banded DSM mechanism in order to ensure adequate DWM funding. The evidence in
this docket is not sufficiently developed to allow us to determine at this time if such proposal is in the public interest.
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too high is ineff: cctive and a cap that is too Iow may 1esult in larger cost deferrals that could

aggravate the 1ntended purpose of the cap to shreld ratepayers Although the Commrssron adopted a

90/ 10 sharmg arrangement in connectlon wrth APS s fuel adJustor no party, except maybe RUCO

advocated such provrsion in thls case Mr Smith and Mr Hutchens testified that the problem witha |

90/10 sharing arrangement is that when prices are falhn ratepayers do not receive the full beneﬁt of

the decline. 19 Bven RUCO d1d not prov1de ev1dence of beneﬁts that would support such sharing

'arrangement | The PPFAC adopted in this case - is desrgned specrﬁcally for TEP and the

circumstances exrstmg at the time of 1ts adoption and we do not believe that it should serve as
precedent except as an example of how such adjustor might be desrgned in any other case.

We believe that the Fixed CTC True-up Revenues should be credited in their entirety to the

ratepayers by means of a credit to the PPFAC. Decision No. 69568, in which the Commission |

determined to keep the_Fixed CTC in place, provided “that the incremental revenue collected as a
result of retaining the Fixed CTC and maintaining Standard Offer rates at their current level shall be
treated as ‘True Up Revenue’ as discussed herein, and shall accrue interest and shall be subject_to

refund, credit or other mechanism to protect customers as determined by the Commission in the

forthcoming rate case docket.” We agreed to suspend the termination of the Fixed CTC in the Motion |

to Amend proceeding at the request of TEP which was»v'ery'conCerned about its cash flow position.'*®

Our concern in Decision No. 69568 was to balance the Company’s concern about its financial
condition while protecting ratepayers. By adopting the 2008 Settlement Agreement, which provides
TEP with increased baSe rates and a PPFAC, and returning the Fixed CTC True-up Revenues to the
ratepayers we believe we are accomphshmg both goals of Decision No. 69568. Furthermore, when
the Commissmn found TEP’s current rates in De0151on No 62103 to be just and reasonable it made
that determination with 'the knowledge that the Fixed CTC would terminate after it collected $450
million. Thus, contrary to the arguments of TEP and AIC, the current rates that have been found to
be just and reasonable __in’c-lpude the termination of the Fixed CTC component, and we do not ﬁnd it

determinative that the Fixed CTC was not an “add on” to the previously existing rates.

95Ty 01789 & 842, '
'% See Transcript of March 8, 2007 i in Motion to Amend at 591-611.
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Finally, we believe that the 2008 Settlement Agreernent should be effective as of the first of
the month following Commlssron approval The Company can begin collecting increased revenue
from its increased base rates and any detriment from another month of collecting Fixed CTC True-up
revenue will be avoided, and ratepayers can take advantage of TOU rates and restructured demand
charges. : | | e

V. TEP Reouest_for Commission Authorization to Defer Unrealized Gains and Losses

TEP states that upon Commission approval of the 2008 Settlement Agreernent TEP will ,apply
FAS 71 to its generation operations, and that with approval of the PPFAC TEP would record the
change in farr market value (unrealrzed gams and Iosses) of resource acqursrtron agreements defined
as derrvatrves under FAS No. 133 Accountmg for Derivative Instruments, as deferred assets or
liabilities in FERC Account No. 186, “Miscellaneous Deferred Debts”, and FERC Account No. 252,
“QOther Deferred Credits”, in accordance with FAS No. 71 ‘Accounting for the Effects of Certain
T ypes of Regulatzon 7 TEP seeks an Accountrng Order similar to the one the Commrssron approved
for UNS Electrrc Inc in Decision No. 69202 (December 21, 2006). TEP proposes an accountmg
treatment whrch it states ‘would have no effect on the cost of power, and would not impact the PPFA C
mechanism. TEP states it would not seek rate base treatment of the requested FAS No. 133 deferral
accounts, nor eOst_ Tecovery of any amounts.'”® |

TEP did not raise this issue prior to filing its Closing Brief. It does not appear eonfroVersial,
but we believe it is not appropriate to address it without giving Staff and other interested parties an
opportunity to comment on the proposal. ‘TEP should file an Application to address this _issue‘, which
we trust Staff will process in a timely fashion. |

‘* * * N * * * * * %
Having considered the entire record herein and being fully advrsed in the premises, the

Commission finds, concludes, and orders that: -

197 TEP Brief at 18.
198 TEP Brief at 19.
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“F INDINGS OF FACT

1. Pursuant to Decrs1on No 69568 199 on July 2, 2007 TEP ﬁled a rate appheatron in
Docket No E- 01933A 07 402 a DSM Portfoho in Docket No. E-01933A- 07- 0401 and a Renewable_
Energy Actlon Plan in Docket No R—Ol933A 07 0400 Docket Nos E- 01933A-O7 0402 and E- |
01933A-05-0650 were consohdated e '_ . N

2. The 2007 Rate. Apphcatlon proposed three alternatlve rate methodologres (1) the
Market Methodology, (i) the Cost of Serv1ce Methodology, and (111) the ‘Hybrid Methodology. TEP
proposed a base rate ‘increase of $267757 mrlhon (a 21.9 percent increase) under the Market
Methodology; an increase of $275.80° (23 péfc_eﬁt) "under the Cost—of—Servrce Methodology,
comprised of a $158.20 rnillion base rate incr‘ea‘s’e and an additional $117.60 million for a TCRAC;
and a base rate increase of $212.54 million (14.9 percent) under the Hybrid Methodology. The dollar
amounts of the proposed base rate increases excluded DSM charges and the Fixed CTC. The
percentage increases are calculated based on TEP’s 2006 test year revenue that included DSM and
the Fixed CTC revenue. ‘ | | |

3. The following entities were granted 1ntervent10n in the consolidated dockets AECC,
DOD, RUCO, AIC, IBEW, Mesquite, Kroger, SWEEP, WRA, APS% the Alliance; SSVEC, Ms.
Cynthia Zwick, a member of the Arizona 'Community Action Association, and TEP res_idential |
customers Mr. Billy Burtnett and Mr. J ohn O’Hare. -

4, On February 29, and March 14,2008, Staff, RUCO, DOD, AECC, Kroger and
Mesquite filed their direct test1mony in the consohdated dockets. ,

| 5. Staff, RUCO and AECC proposed utilizing a Cost-of-Service methodology and
proposed new base rates for TEP. Staff proposed a base rate increase of $9.77 million over TEP’s
2006 test year adjusted revenues, which eXCluded Fixed CTC and DSM revenues. Staff’s base rate
recommendation excluded the impact of the DSM,.REST and PPFAC adjustors. ‘AECC proposed a
base rate increase not to exceed $91.62 rnillion using the same baseline as Staff. RUCO proposed a

base rate increase of $36.24 million. Staff, RUCO and AECC opposed TEP’s proposed TCRAC.

% Docket No. E-01933A-05-0650.
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6 On April 1 2008 TEP filed 1ts Rebuttal Testimony.
7 . On April 3, 2008, TEP ﬁled a notrce of settlement dlscussmns inviting all parties to
attend settlement drscuss1ons The part1es to the proceeding held settlement drscussmns and

subsequently, glven those drscuss1ons on Apul 18 2008, Staff filed a motlon to postpone the filing |

of Surrebuttal testlmony

8. By Procedural Order dated Apnl 21, 2008, Staff’s request was granted and the further
filing of testlmony was suspended pendmg the outcome of settlement discussions. '

‘ 9. B On Aprll 23, 2008 TEP frled a notlce that it and Staff had reached an agreement in

’ prmcrple on \ the terms of ¢ a settlement A Procedural Order dated May 1, 2008 set a Procedural |

Conference on May 8, 2008 toseta schedule and determlne a process for consrdermg the settlement
. 10. By Procedural Order dated May 12 2008 a schedule for filing the settlement

agreement and testrmony in support or opposmon was estabhshed, and the hearrng on the proposed

settlement was set to commence on July 9 2008. | | o |

| ll. On May 12 2008, (the date that had been noticed for the hearmg on the 2007 Rate

Appllcatron) the Commrssron convened for the purpose of taking pubhc comment Representatrves of

the City of T-ucson and the Anzona Solar Alhance appeared to make pubhc comment. In add1t1on

the Comrmssmn recelved approx1mately 13 emarls calls, or wrrtten comments from consumers

opposed to a rate increase. At the begmnmg of the July 9, 2008 heanng, representatlves of the Pima

County Community Actlon Agency and the City of Tucson appeared to make public comment In
addition, the Comm1ss1on recerved an’ emaxled comrnent spec1ﬁcally addressmg the terms of the .
settlement. , | : |
12. On May 29, 2008 Staff ﬁled a copy of the 2008 Settlement Agreement executed by
TEP, Staff, AECC, ACAA, DOD AlC, IBEW Mesqu1te and Kroger.

13.  RUCO attended a number of the settlement drscussmn’s," but did not ‘partit:ipate in
discussirons and didnotsign the 2008 Settlement Agreement SWEEP also did not execute the 2008

Settlement Agreement but 1ndrcated that it does not oppose it.
14, On June 11, 2008, TEP, Staff Mesqurte Kroger, DOD AECC Ms. Zwick and AIC

ﬁled direct testimony or comments in support of the proposed 2008 Settlement Agreement IBEW
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obtained an extension, and filed its testimony in‘suppo'rt of the 2008 Settlement Agreement on June

19, 2008. ‘ | | o
' 15 On July 2 2008 RUCO ﬁled testlmony in opposrtlon to the 2008 Settlement
Agreement On the same date SWEEP ﬁled 1ts testimony commentlng on the settlernent.
16, On July 7, 2009 TEP ﬁled rebuttal testirnony in support of the 2008 Settlement
Agreement. -
| 17._ . The hearmg ‘convened before a duly authorized Admrnistratlve Law Judge as

scheduled on July 9, through July 16 2008 at the Commissron s ofﬁce in Tucson, Arlzona ‘
| 18.  On August 29 2008 TEP Staff RUCO DOD, AECC Mesquite Kroger SWEEP
and AIC filed Closing Briefs. The IBEW and Ms. Zwick did not file Closmg Briefs.

19. A copy of the 2008 Settlement Agreement is attached hereto as Exhibit “A”. The
terms of the 2008 Settlement Agreement are more fully described in the Discussion section of this
Order, but include inter alia, the following provisions:f " | | |

(a) An increase in base rate revenues of $47.1 million, from $781.1 million in the
2006 test year to $828.2 million, including the Fixed CTC Revenues in test year revenues, but |
excluding DSM and RES revenues. : e |

(b) An increase of $136.8 million over test year 2006 base rate revenues when the
Fixed CTC is not included. |

}(c) That TEP’s rates will be based on a Cost-of-Service Methodology, with the |
Springerville Unit 1 and Luna Generating Station included at original cost; and recovery of
Springerville Unit 1 non-fuel costs to be recovered at $25.67 per kW per month. |

(d) A fair value rate base of $1,45 1,558,000 and fair value rate of return of 5.64
percent.

(e) A capital structure comprised of 5‘7.5 percent debt and 42.5 percent equity, a return
on commeon equity of 10. 2'5 percent, and embedded cost of debt of 6.38 percent |

() Adopts a PPFAC that includes a forward component and true-up component and
w1ll be reset annually on April 1 of each year upon Commlssron Order.

(2) Protects low income rate payers from the base rate increase and the effect of the
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PPFAC. A

(h)‘ Establishes inclining block rates, TOU tariffs and tariffs for larger customers that
encourage energy conservatron and/or load shrftmg o B

(1) Estabhshes a REST Adjustor Mechanrsm and DSM Ad_]UStOI‘ Mechanlsm

g) Prowdes for a bas e rate moratorrum through January 1, 2013 |

(&) Retams the current status of TEP 5 CC&N exclusmty

(1) Prov1des for a RCDAC to Tecover from D1rect Access customers the addrtlonal
costs that these customers would 1mpose on other Standard Offer customers 1f and when they return
to Standard Offer servrce | | | | | |

(m)TEP agrees to forego all clarms relatrng to the 1999 Settlement Agreement or
Decision No. 62103 including any clarm to damages. | ,

20. The 2008 settlement Agreement provides that it is in the pubhc interest that TEP’s
rates be determrned by a Cost of-Servrce methodology untrl future Order of the Commlssron The
rate makmg treatment of TEP’s generatron assets as set forth in the 2008 Settlement Agreement is
fair and reasonable and in the public interest. ST B “

21, 3 TEP s farr value rate base is $1 451, 558 000, and a 5.64 percent fair value rate of
return is reasonable and approprrate .'

22 It is just and reaSonable .to authorize an annual base rate increase in the ‘amount of
$47.1 rn_illion, or 6.0 percent, from $781.1 million in the test year to $828.2 million.(u(hen the Fixed
CTC Revenues are included in test year revenues). .W,hen the test year revenues are adjusted to
remove the Fixed CTC Revenues, the increase isv $136.8 million, or l9.8 percent, from $691.5 million
o $828.2 million*® | - | .

23.. Under rates and charges established in the. 2008 Settle‘men_t Agreement, the average
residential customer using 900 kth/month‘would exnerience a base rate increase of 32 percent,
from $84.55 to $87.25.’ The PPFAC" and DSM surcharge would add an estimated additional 4.9

percent, or $4.14, resulting in an estimated overall increase of $6.84, or 8.1 percent, from $84.55 to

2% The dollar and percent amounts of the base rate increase is set forth in Section 1I of the 2008 Settlement Agreement.
201 Based on TEP’s hypothetical PPFAC based on estimates at the time of the hearing.
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$91 37 Because of the inclining block rate structur_e, customers using more energy will experience a
hrgher percentage increase.

.24’. The PPFAC as set forth in the 2008 Settlement Agreement 1s in the publrc interest

except for paragraph 7 2. in the 2008 Settlement Agreement We belreve that s1nce the PPFAC has‘

no cap, TEP should not be able to request any mid year adJustments of any kmd to any pomon of the
PPFAC for any reason, except as provrded by Sectron XI of the 2008 Settlement Agreement The
PPFAC wrll 1n1t1ally be set at zero and will be re- set annually pursuant to the procedures estabhshed

in the 2008 Settlement Agreement only after a Commlssmn Order.

25. . The ratemaking treatment as: set forth in the 2008 Settlement Agreement of |

Deprecratlon and Cost of Removal is reasonable. ,

26.  The Cost Recovery Asset of $14, 212 843 as set forth in the 2008 Settlement
Agreement represents costs that TEP has 1ncurred under the 1999 Settlement Agreement. No party
obj ected to the ratemaking treatment of this asset under the 2008 Settlement Agreement.

- -27; The REST Ad_]llStOl‘ and DSM Adjustor estabhshed in the 2008 Settlement Agreement
are in the public interest.

| 28. In add1t1on to the DSM programs being 1mplemented and proposed by TEP the
Department of Energy has recently undertaken a Zero-Net energy efficiency program with the goal of
minimizing energy use through the incorporation of cutting-edge energy efficiency technologies The
Commission believes it is important for TEP to develop a zero-net energy efficiency program in order
to mitigate the impact of price _increases on 'consumers and assist the Company in reliably meeting the
needs of future growth. | P |

29. The inclining block rate structure,. TOU rates and other rate design changes as set forth
in the 2008 Settlement Agreement will promote energy conservation and beneficial load shifting. v’

30.  No Signatory will seek any change to TEP’s base rates that would take effect prior to
J anuary 1, 2013 and TEP shall not submit a rate application' sooner than June 30, 2012 nor use a fest

year earlier than December 31 2011.

31. Upon approval of the 2008 Settlement Agreement TEP foregoes all clanns related in | -

any way to the 1999 Settlement Agreement and/or D_ecrslon No. 62103 and TEP will not seek to

.'70628 o
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recover in this, or any s‘ubsequent proceedtng, any amount that it claims is attributable to its alleged
damages related to setting ite rates under Cost-of-Service ratemaking principles.

32. . The 2008 Settlement Agreernent resolves all issues raised in theee dockets in a manner
that comports with and promotes the public interest. We find that" the terms and conditions of the
2008 Settlement Agreement .are just and .reasonable and the agreement should be approved.

33, The 2008 Settlement Agreement does not resolve the issue of the Fixed CTC True-up
Revenues. Decision No. 69568, n which the Commission. determined to keep the Fixed CTC in
place, provided “that the incremental revenue collected as a result of retaining the Fixed CTC and
maintaining Standard Offer rates at'their current level shall be treated as ‘True Up-Revenu'e’ as
dlscussed herein, and shall accrue interest and shall be subject to refund credlt or other mechanism to
protect customers as determrned by the Comrnlsslon in the forthcornmg rate case docket.” It is fair
and reasonable that the Fixed CTC True-up Revenues be credited in their entlrety‘ to the ratepayers by
means of a credlt to the PPFAC |

34, It is fair and reasonable that rates and charges set forth in the 2008 Settlement
Agreement become effective for all service prOvided on or after the first of the month following
Commission approval, or January 1, 2009, whichever ié earlier. , |

35. . Inits Clesing Brief, TEP requested an accounting order related to its PPFAC and _FAS

No. 133. TEP should file an Application for an Accounting Order to address this issue.

CONCLUSIONS OF LAW
1. TEP is a public service corporation within the meaning of Article XV of the Arizona

Constitution and A-R.S. §§ 40-222, 250, 251, and 252.

2. The Commission has jurisdiction over TEP and the subject matter of the application.
3. Notice of the application was provided in accordance with the law.
4. The 2008 Settlement 'Agreement, as modified herein, resolves all matters raised in

Docket Nos. E-01933A-07-0402 and E-01933A-05-0650 in a manner that is just and reasonable, and

promotes the public interest.

- 5. The fair value of TEP s rate base is $1,451,558,000, and 5.64 percent is a reasonable

fair value rate of return on TEP’S rate base.
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© 6. ' The rateé-, ch‘arﬂges and ed‘nditions of service est_ablished herein are just and reasonable.
IT’ IS THEREF-ORE ORDERED 'thét the Tucson Electrie Power Proposed Rate Setﬂernent

Agleement ﬁled in this mattel on May 29 2008, and attached hereto as- EXhlblt A, and as modified | :

herein, is approved , ( R
IT 18 FURTHER ORDERED that the 2008 Settlement Agreement shall be effec’nve for all

service rendered on and after December 1, 2008

ITIS FURTHER ORDERED that Tucson Electric Power Company shall not bealloWed to |

reqﬁe‘st any rﬁid-year adjustments of any kind to the PPFAC (e.g. Tucson Electric Power Company
shall not .}‘).e allowed to request any PPFAC surcharges) for any reason, except as provided by Section
XI of the 2008 Settlement Agreement. ’ ) |

IT 1S FURTHER ORDERED that Tucson Electric Power Company is authorized and directed
to file no later than November 30, 2008> revised schedules of rates and charges consistent with this
Order. ,

IT IS FURTHER ORDERED that Tucson Electric Power Company shall notify its affected
customers of the approved rates and charges authorized herein by means of an insert in its next
regularly scheduled billing and by posting on its website, in a form acceptable to the Commission’s
Utilities Division Staff. The notice shall inc'llide a description of the full rate impact on customers as
a result of the 2008 Settlement Agreement, and shall include all applicable surcharges and may
include information regarding other relevant terms of the agreement. |

IT IS FURTHER ORDERED that Tucson Electric Company shall implement a customer
education program explaining how the PPFAC and TOU rates will work and shall maintain on its
website information explaining the billing format, rates and charges, incTuding up-to-date information
about the PPFAC.

IT IS FURTHER ORDERED that Tucson Electric Power Company build on itSICUrrent

residential energy efficiency progr'ami and prepare a report and proposed pilot project to be filed in

Docket Control by June 30, 2009 addreSSii)g and outlining the requirements for a zero-net residential

energy efficiency program. Tucson Electric Power Company shall outline what_ Zero-Net
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technologies and incentives exist or are in development and how these technologies and ineentives
can Be incorporated into the C’omp‘any’vs existing DSM programs. Staff shall review this report and
pilot project and make recommendatioﬁs to the Commission bregarding the adbptiorr of the Zero-Net
programs at Tucson Electrlc Power Company by October 31 2009 ; ' |
IT IS FURTHER ORDERED that the Fixed CTC True -up Revenues resultlng from Decrslon'
No. 69568 shall be credited agarnst the PPFAC in a manner that keeps the PPFAC at zero until the
leed CTC True-up Revenues. are fully credlted | - | |
IT IS FURTHER ORDERED that Tucson Electnc Power Company shall file for approval as
comptlance 1tem> in this docket, within 90 days of the effectrve date of thls Dec151on a RCDAC‘
tariff, new Partial Requirements Tarlffs, an Interruptible Tariff, a Demand Respo_nse Program Tarrff, |
and a Bill Estimation Tariff 'as set forth in the 2008 Settlement Agreement. |
: IT IS FURTHER ORDERED that to the extent any provision of the 1999 Settlemeﬁt
Agreement or Decisron No. 62103 are inconsis'tent with the 2008 Settlement Agreement or this

Order, the former are hereby amended to be consistent with this Order.
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IT IS FURTHER ORDERED that Tucson Electric Power Company shall file an Appllcatron' B |

for an Accountmg Order to address the issues it raises in its Brref regardmg FAS No. 133.
IT IS FURTHER ORDERED that this Decision shall become effectrve 1mrnedrately
: ~ BY ORDER OF THE ARIZONA CORPORATION COMMISSION S
CglglRMfﬁ , COMMISSIONER
/@@’M_)/HSSIONER ~~ COMMISSIONER / ] (;,O’NIMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commrss on to be affixed at the Capitol, in the City of Phoenix,
~this _|®T dayof eec.,2008.
v BRIAN C CNE
EXECUPIVE D} CTOR
DISSENT
DISSENT

70628
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PROPOSED SETTLEMENT
. ARIZONA CORPORATION COMMISSION
DOCKET NOS E- 01933A-07 0402 and E 01933A-05 0650

o The purpose of thls agreement (“Agreement”) is to settle dlsputed ,
issues related to Docket No. E-01933A-07-0402, Tucson Electric Power
Company’s apphcatlon to increase rates, and Docket No. E-01933A-05-

0650, Tucson Electric Power Company’s motion to amend Decision No.
62103. This Agreement is entered into by the followmg entltles

o Tucson Electric Power Company (“TEP”) L
“ Arizonans for Electric Choice and Competition and Phelps Dodge
~ Mining Company (collectively, “AECC”) = |
- Arizona Community Action Association ( ACAA”) |
U.S. Department of Defense and all other Federal Executrve |
“Agencies (“DOD”) - . ,
| Arizona Investment Councﬂ (“AIC”) | |
~ International Brotherhood of Electric Workers Local 1 116
~ (“IBEW 1116”) |
~Mesquite Power, LLC, Southwestem Power Group II LLC Bowre
~ Power Station, LLC, and Sempra Energy Solutrons LL.c
(“Power Producers”)

- Kroger Company |
Arizona Corporatlon Commlssron Utilities D1v151on (“Staﬂ’ )

These entities shall be referred to collectlvely as “Slgnatorlesf’; a

single entity shall be referred to individually as a “Signatory.” The
following terms and cond1t1ons comprise the Slgnatorles Agreement.

i . DECISIONNO. ____70628
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I BACKGROUN D

1.1 In 1999 TEP AECC ACAA and the Resrdentlal Ut111ty o
Consumer Office (“RUCO”) entered into a Settlement Agreement (the: SR
1999 Initial Settlement Agreement”) regardmg various issues arising
out of the Electric Competition Rules, enacted by the Arizona
Co’rporation_Commiss_ion (“Commission”) as ‘A.A.C. R14-2-1601, et.

“seq. The 1999 Initial Settlement Agreement among other things,

prov1ded for (i) the commencement of retall electric competition in

TEP’s service territory; (i) TEP to recover stranded costs; (iii) the
resolution of litigation related to the Commission’s Electric Competition

Rules; (iv) implementation of two rate reductions; and (v) a freeze on

rate increases until December 31 2008 (the rate freeze”)

1.2 In Decision No. 62103 (November 30, 1999), the
Commission modified and approved the 1999 Initial Settlement
Agreement. Thereafter, on December 28, 1999, the parties filed an
amended, final Settlement Agreement (the  “1999 - Settlement
Agreement”), reflecting the changes made by the Commission. |

1.3 - On September 12, 2005, 'TEP_: filed a Motion to Amend
Decision No. 62103 (the “Motion to Amend”). The Motion to Amend

sought resolution of a dispute that had arisen over how TEP’s generation
rates should be determined beginning J anuary 1, 2009

1.4 In Decision No. 69568 (May 21 2007) ‘the Commission
| ordered (i) TEP to file rate proposals by July 2, 2007, to be effective
after the termination of the rate freeze, thereby initiating a Rate Proposal
Docket; (i) that the Rate Proposal Docket be consolidated with the
Motion to Amend; (iii) that the operation of TEP’s Fixed Competition
Transition Charge (“Fixed CTC”), established under the 1999 Settlement
Agreement, be extended, subject to credit, refund, or other mechanism,
“until the effective date of the Commission’s final Order in the Rate
Proposal Docket; and (iv) TEP to file a detailed DSM Portfolio and
Renewable Energy Action Plan in separate dockets by July 2, 2007.

Page 2 of 51

' DECISION NG. 70628




DOCKET NO. E-019334-07-0402 ET AL -

1.5 * On July 2, 2007, TEP filed (i) a rate application in Docket
No. E-01933A-07-0402 (“2007 Rate Application”); (ii) a DSM Portfolio
in Docket No. E-01933A-07-0401; and (iii) a Renewable Energy Action
Plan in Docket No. ‘E-Ol933A-O7-Q400. - Thereafter, ‘the 2007 Rate
Application and Motion to Amend dockets were consolidated, and the
Renewable Energy Action Plan was superseded by the TEP Renewable
" Energy Standard & Tariff Implementation Plan, approved as modified
by the Commission in Decision No. 70314 (April 28, 2008). "

1.6 The 2007 Rate AppIication proposed three aitemative rate
methodologies: (i) the Market Methodology, (ii) the Cost of Service

Methodology, and (iii) the Hybrid Methodology. TEP proposed a base

rate increase of $267.57 million or 21.9% for the Market Methodology;
an increase of $275.80 million or 23% increase for the Cost of Service
Methodology, including a $158.20 million base rate increase and an
additional $117.60 million for a “Transition Cost Regulatory Asset”
surcharge (“TCRAC”); and a base rate increase of $212.54 million or
14.9% for the Hybrid Methodology. The dollar amounts are for base
rate increases on 2006 test year adjusted revenues that exclude DSM and
the Fixed CTC. The percentage increases listed above are from TEP’s
2006 test year revenue that includes DSM and the Fixed CTC revenue. |

1.7  On February 29 and March 14, 2008, Staff and Intervenors
- filed their direct testimony in the consolidated dockets. Staff, RUCO,
- and AECC each proposed establishing new base rates for TEP using cost
of service. Staff proposed a base rate increase of $9.77 million from
TEP’s 2006 test year adjusted revenues that excluded DSM and Fixed
CTC. RUCO proposed a base rate increase of $36.24 million. AECC
proposed a base rate increase not to exceed $91.62 million measured
from the same baseline as proposed by Staff that excluded DSM and

fixed CTC. :
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1.8 TEP s average retail rate of approxrrnately g, 4 cents/kWh
durrng the 2006 test year includes revenue for the collection of Fixed
CTC. The Staff and RUCO base rate recommendatlons would have
resulted i in decreases from the Company s 2006 average retail rate of 8.4
cents/kWh, which includes revenue from the Fixed CTC. Staff RUCO .
and AECC each opposed TEP S TCRAC recommendatlon ’

1.9 On Aprll 1, 2008 TEP ﬁled 1ts rebuttal test1mony

1.10 On Apl‘ll 3 2008 TEP ﬁled a notlce of settlement
discussrons with the Commission’s Docket Control center. The parties
to the proceeding subsequently held settlement discussions. '

1.11 'On April 18, 2008, Staff filed a motion with the Commaission
requesting the postponement of its surrebuttal testimony. On April 22,
2008, the Administrative Law Judge granted the request, and among
other thrngs suspended the filing of testlmony in this matter

1.12 On or before May 29, 2008, the Slgnatorles entered into this
Agreement. :
1.13 The settlement discussions were open, transparent, and

inclusive of all parties to Docket Nos. E-01933A-07-0402 and E-
01933A-05-0650 who desired to participate. All parties to those dockets
were notified of the settlement discussion process, were encouraged to
participate in the negotiations, and were provided with an equal ’
opportunrty to part1c1pate :

1.14 The purpose of this Agreement is to settle all issues presented
by Docket Nos. E-01933A-07-0402 and E-01933A-05-0650 in a manner
that will promote the public interest. The Signatories agree that the
terms of this Agreement are just, reasonable, fair, and in the public
interest in that they, among other things, (i) establish just and reasonable
rates for TEP’s customers; (ii) promote the convenience, comfort, and
safety, and the preservation of the health, of the employees and patrons

‘Paged of 51 DECISION NO. 70628




DOCKET NO E-019334-07.0402 ET AL

of 'TEP; (iii) resolve the issues Aarising from the consolidated dockets;
~and (iv) avoid unnecessary litigation exp‘ense and delay. x

1.15 ‘The Slgnatorres desrre that the Comrmssron issue an order (i)
finding that the terms and condltrons of this Agreement are just and
reasonable, together with any and all other necessary findings; (ii)
concluding that the Agreement is in the public interest; (iii) granting
approval of the Agreement; and (1v) ordering that the Agreement and its
terms be effectlve upon Commlssmn approval S g

- II; RATE INCREASE.

2.1 : For ratemakmg purposes and in accordance wrth the terms of
this Agreement, the Signatories agree that the fair value of TEP’s
Arizona jurisdictional rate base for the test year ending December 31,
12006 (the “test year”) is $1,451,558,000, as set forth on Exhibit 1. For
ratemaking purposes and for the purposes of this Agreement the
~ Signatories agree that a reasonable fair value rate of return is 5. 64%, as
shown on Exhibit 1. For ratemakmg purposes and in accordance with

" the terms of this Agreement, the Signatories agree that TEP’s

jurisdictional revenue deficiency is approximately $136.8 million, as
shown on Exhibit 1. The Slgnatorres agree that the opportunity to
recover the revenue deficiency results in just and reasonable rates for
TEP for the period of the rate moratorium described in Paragraph 10.1.
~ The agreements set forth herein regarding the quantification of fair value -
rate base, fair value rate of return, and the revenue deficiency are made
for purposes of settlement only and should not be construed as
admissions against interest or waivers of litigation positions related to

any other cases.

2.2 TEP’s rates, including its generation rates, will be determined
using a cost-of-service methodology. Upon the Commission’s issuance
of a final, non-appealable order approving this Agreement TEP shall

) w1thdraw its proposed market and hybrrd rate methodologres

. Page 5.0f 51 70628

DECISION NO.




DOCKET NO. E-01933A- 07 0402 11'1‘ AL. ____. -v '.v“ ‘,

23 The Slgnatorles agree to an annual base rate increase for TEP

of approx1mately six percent (6%) over the current average rate of 8.4
cents per kWh. This approximate six percent (6%) increase does not
include the adjustors for Purchased Power and Fuel Demand-Side
~ Management, and Renewable Energy The new average retail base rate
~ will be 8.9 cents: per kWh. The approximate six percent (6%) increase,

calculated on TEP’s existing base rates which include revenue for Fixed

'CTC, is approximately $47.1 million, and increases TEP’s existing base

revenue from approximately $781.1 million to $828.2 million. The

effect of designing rates to recover $828.2 million is a 6.03% increase.

24 The Signatories agree that this increase is just and
reasonable. This rate increase is based on the fair value rate base and
fair value rate of return set forth on Exhibit 1 and upon the original cost
rate base, operating revenue, and operating expenses and adjustments
thereto shown on Exhibit 2. As shown on Exhibits 1 and 2, the
settlement provides’ for base rate revenues of approximately $828.2
million, which is a base rate increase of approximately $136.8 million
over TEP’s adJusted current base rates W1thout Fixed CTC of $691.5
mllhon .

2.5 The rates set forth in the Proof ef Revenue, attached hereto as

Exhibit 3 and incorporated herein, are designed to permit TEP to recover
an additional $47.1 million in base revenues as compared to existing test
year base revenues (including F1xed CTC but excludmg DSM) of $781 1
million.

IIL. RATEMAKING TREATMENT OF TEP’S GENERATION
- ASSETS AND FUEL COSTS.

3.1 For ratemaking purposes, Springerville Unit 1 and the Luna
Generating Station shall be included in TEP’s rate base at their
respective original costs. All other generation assets acquired by TEP
after December 31, 2006, but before December 31, 2012, shall be

Page 6of51 70628
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included in TEP’s rate base at their respective original costs, subject to
the Commission’s subsequent regulatory and ratemaking review and
approval. This provision is not intended to create a presumption in favor
of generation, and the Signatories acknowledge that TEP is obligated to
consider all reasonable alternatives when evaluatmg how to meet its
service obhgatlons to its customers - .

3.2 | Recovery of Sprmgervﬂle Unit 1 non-fuel costs shall reﬂect a
cost of $25.67 per kW per month which approximates the levelized cost
of Sprmgervrlle Unit 1 through the remainder of the primary lease term
for this generating facility. In addition, Springerville Unit 1 leasehold
improvements shall be included in TEP’s original cost rate base at net
book value as of December 31, 2006.

3.3 The Luna Generatmg Station shall be included in TEP’s
original cost rate base at net book value as of December 31, 2006.

3.4 The aVerage base cost of fuel and purchased power reflected
in base rates shall be set at $0. 028896/kWh as calculated in Exh1b1t 4,

Iv. COST OF CAPITAL
4.1 The Signatories agree that a caprtal structure comprised of
 57.50% debt and 42.50% common equity shall be adopted for
-ratemaking purposes in these consohdated dockets.
4.2 - The Slgnatorles agree that a-retum on common equity of |
10.25% and an embedded cost of debt of 6.38% are appropriate and

shall be adopted» for ratemaking purposes in these consolidated dockets.

43 The Slgnatones agree to a fair value rate of return of 5 64%,
as shown on Exh1b1t 1.
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V DEPRECIATION AND COST OF REMOVAL

51 F or ratemakmg purposes upon the effectlve date of a-,_'
Commission order ‘approving ' this Agreement, TEP shall use the
depreciation rates for Distribution and General plant contalned 1n the_

R attached EXhlblt 5 and 1ncorporated herem o T

52  For local and non-local generatlon plant, upon the effectlve' ,
date of the new base rates authorized in the Commission’s order
- approving this Agreement, TEP shall use the depreciation rates attached
hereto as Exhibit 5. These generation depreciation rates include an
annual accrual of $21,626,296 on an ACC Junsdlctlonal basis as
negative net salvage (cost of removal) for “Generation,” excluding the
Luna Generating Station. The Luna Generating Station has separately
identified deprec;latlon rates 1ncluded in Exhlblt 5.

VI. IMPLEMENTATION COST RECOVERY ASSET.

6.1 " TEP’s or1g1na1 cost rate base shall 1nclude an Implementation’ |
Cost Recovery Asset (“ICRA”) in the amount of $14,212,843 to reflect
the following costs of TEP’s transition to retail electric competition
under the 1999 Settlement Agreement: |

Account Sub Component : : ICRA per Settlement
18190 1508 Deferred Direct Access Costs $ "l 1,153,016
18190 1509 Deferred Divesiture Costs - 8 1,193,003
18190 1510 Deferred GenCo Separation Costs 3 164,026 -

: Deferred Desert Star and West Connect Funding $ 1,702,798
Total : » $ . 14,212,843
6.2  For ratemaking purposes, the ICRA will be amortized by

TEP over a four-year period commencing with the effective date of new
rates from this proceeding and shall not be included in rate base or as an
amortization expense in TEP’s next rate case, pursuant to the Rate
Moratorium provision of Paragraphs 10.1 and 10.2 herein.
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VII PURCHASED POWER AND FUEL ADJU STMENT
CLAUSE.

71 The Slgnatorles agree that it is m the ’pubhc interest for TEP

to recover its purchased power and fuel expenses through the use of a
Purchased Power and Fuel Adjustment Clause (“PPFAC”)

7. 2 | TEP shall be authorrzed to recover its purchased power and |

fuel expenses through the PPFAC as described herein. The following is

~ a description of the major features of the PPFAC, details of which are

included in the PPFAC Plan of Administration (“POA”) attached hereto
as Exhlblt 6 and 1ncorporated herein:

- a. The allowable PPFAC costs 1nclude fuel and purchased
power costs incurred to provide service to retail customers.
Additionally, the prudent direct costs of contracts used for hedging
system fuel and purchased power will be recovered under the |
PPFAC. The allowable cost components include the following
Federal Energy Regulatory Commission (“FERC”) accounts: 501 -
“Fuel (Steam), 547 Fuel (Other production), 555 Purchased Power,
and 565 Wheeling (Transmission of Electricity by Others). These
accounts are subject to change if FERC alters its accountmg
requlrements or deﬁnltlons

b. The PPFAC shall allow for recovery of demand charges and -
costs of contracts used for hedging fuel and purchased power costs.

c. - The average retail Base Cost of Fuel and Purchased Power
embedded in base rates is set at $0.028896 per kWh.

d; The PPFAC rate will consist of two components the Forward
Component and the True-up Component. |

e. The PPFAC Mechanism w111 be effectlve startrng January 1
2009. The PPFAC rate will be initially set at zero from January 1,
2009, through March 31, 2009. The first PPFAC Year (and

70628
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applicable rate) will be from April 1, 2009, through March 31,

- 2010. The first True-up Component will 1nclude the perlod of
| Januaryl 2009 through March 31 2009 | E

f. The Forward Component wrll be updated on Aprrl l of each
year, beginning April 1, 2009, and will be the forecasted fuel and
purchased costs for the year commencing on ‘April 1* and ending
on March 31" of each individual PPFAC Year less the average
Base Cost of Fuel and- Purchased Power reﬂected in base rates
($0.028896 per kWh). | -

g.  The True-up Component will reconcile'any over-recovered or
under-recovered amounts from the preceding PPFAC Year which
will be credited to or recovered from customers in the next PPFAC
Vear. | o |

h. TEP will file the PPFAC Rate with all component
calculations for the PPFAC Year (that begins on the following
April 1%, including all supporting data, with the Commission on or
before October 31 of each year. TEP will update the October 31%
filing by February 1% of the next year |

i.  TEP has the ability to request an adjustment to the Forward
Component at any time during a PPFAC Year should an
extraordinary event occur that causes a drastic change in forecasted
fuel and purchased power prices.

j. All Short-Term Wholesale Sales Revenue w111 be credited to

- fuel and purchased power costs

k. Ten percent (10%) of annual net positive wholesale trading
profits will be credited to fuel and purchased power costs annually.

" Under no circumstances will any annual net loss on wholesale

trading incurred by TEP be shared with or borne by ratepayers.
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Fifty percent (50%) of the revenues from sales of sulfur
.dlox1de (SO,) emission allowances W111 be credlted to fuel and
purchased power costs. - - -

. m The Company w111 ﬁle monthly reports to Staff’ S Comphance “
Section and to RUCO detailing all calculations related to the
PPFAC in a form and substance suitable to Staff and as detalled in

the POA

L 'n'. _v The Commrssmn or Staff may review the prudence of fuel
~and power purchases at any trme D C , .

o The Commlssmn or Staff may rev1ew any calculatlon .
Y assocrated with the PPFAC at any time. g

-p._ No change to the PPFAC rate shall become effectlve without |
| Commlssron approval | o |

~q. The balancmg account shall accrue 1nterest based on the one-
year Nommal Treasury Constant Maturities rate.  This rate is

- contained in the Federal Reserve Statistical Release, H-15, or its

- successor publication. The interest rate is adjusted annually onthe
first busmess day of the calendar year. S

VIII RENEWABLE ENERGY ADJUSTOR

8.1 The Slgnatorles agree that the REST adJustor mechamsm
recommended by Staff in its Direct Rate Design Testlmony shall be

adopted.

| 8'2 - The initial rates of the REST Adjustor Mechanism.will be the
same as the REST Tariff charges approved in De0151on No. 70314.

83 Subsequent changes to the REST Adjustor rates w111 be setin -
connectlon with the annual Renewable Energy Implementatlon Plan
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* submitted by TEP and approved by the Commlssmn pursuant to the
Renewable Energy Standard and Tarlff rules | :

IX DEMAN D- SIDE MANAGEMENT PROGRAMS AND
ADJUSTOR o

01  The Sig‘natones support the 1mplementation of an appropriate

Demand-Side Management (“DSM”) Portfolio and related Adjustor for
TEP and agree to use their best efforts to 1mplement an approprlate
DSM Portfoho and Adjustor as soon as poss1ble ’

9.2 The Slgnatorles agree that the Commission should adopt a

DSM Adjustor mechanism for TEP to allow TEP to recover the
reasonable and prudent costs of Commission-approved DSM programs.
The initial funding level of the adjustor shall be $6,384,625. An initial
adjustor rate of $0.000639/kWh applied to all kWh sales is required to
generate the initial funding level. The DSM adjustor shall become
effective when rates from this case become effective.

9.3 " TEP’s DSM adjustor mechanism shall include a performance
incentive as recommended by Staff in its Direct Rate Design Testimony.

9.4 TEP shall apply interest whenever an over-collected balancev

results in a refund to customers. The interest rate shall be based on the
one-year Nominal Treasury Constant Maturities rate contained in the
Federal Reserve Statistical Release H-15 or its successor publication.
The interest rate should be adjusted annually on the first business day of
the calendar year. |

9.5 TEP shall file an application by April 1* of each year for
Commission approval to reset the DSM Adjustor rates, and rates would
be reset on June 1% of each year. The total amount to be recovered by
the DSM Adjustor mechanism shall be calculated by projecting DSM

- costs for the next year, adjusted by the previous year’s over- or under-
- collection, and adding revenue to be recovered from the DSM

~ Page 12 of 51 ~ . ~ 70628
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performance incentive. The total amount to be recovered would be
divided by the approprlate projected retail sales (kWh) for the next year |
to calculate the per/kWh rate. .

96 -~ TEP shall ﬁle semi- annual DSM reports in Docket No E-
01933A-07-0401 (TEP’s DSM Portfolio docket) by March 1% (for =
period ending December 31° " and September 1% (for period ending June
-30“‘) of each year. The reports should contam the lnformatron set forth -
in Staff’s DSM Testlmony ' -

97 TEP may contmue to propose new DSM programs for
~ Commission review and approval TEP may recover the reasonable and
prudent costs of such Commrssron—approved programs through 1ts DSM
adjustor. ' - | '

X RATE CASE MORATORIUM

10.1 Except as otherw1se expressly prov1ded hereln TEP S base
rates, as authorized in the Commission order approving this Agreement,
shall remain frozen through December 31, 2012, and no Signatory will
seek any change to TEP’s base rates that would take effect before

January 1, 2013

lO 2 TEP shall not submlt a rate apphcatron sooner than June 30 .
2012. ()n or after June 30, 2012, TEP may not submit a rate application
that uses a test year ending earlier than December 31, 2011. The
Signatories agree to use their best efforts to have post—moratonum rates
in place no later than thirteen months after TEP’s rate application is filed
with the Commission. For purposes of this paragraph, Staff will be
deemed to have used its “best efforts” if it endeavors to process TEP’s
rate application within the timeframes set forth in A.A. C. R14-2-103.
The Signatories recognize that Staff cannot ensure that the Commrsswn
will act on a rate application by any date certain.
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10.3  The rate moratorium contained herein shall not preclude TEP -
- from requesting, or the Commission from approving; changes to specific
- rate schedules or terms and conditions of service, or the approval ofnew
rates or terms and conditions of service, that would have a de minimus

impact upon TEP’s Arizona jurisdictional earnings. For purposes of this

- Agreement, “de minimus impact” is. ‘defined as the lessor of (1) 0.04

percent (0. 0004) of the agreed—upon Arizona Junsdlctlonal fair value rate

* base of $1,451,558,000, as set forth in Exhibit 1, or (ii) a $600,000
annual impact on TEP’s calendar year recorded net operating income
during the years of the rate moratorium period. Nothing contained in

this Agreement is intended to preclude the Commission from approving -
changes to TEP’s tariffs or terms and condltlons of service which are -

- consistent wrth this Agreement

XI. EMERGENCY CLAUSE

1.1 Notwithstanding anything contamed herem_to the contrary,
TEP shall not be prevented from requesting a change to its base rates, or
necessary changes to the PPFAC mechanism, the DSM adjustor

‘mechanism, or the REST adjustor mechanism, as may be applicable, that
 would take effect prior to January 1, 2013, in the event of conditions or

circumstances that constitute an emergency. For the purposes of this

“Agreement, the term “emergency” is limited to an extraordinary event

that is beyond TEP’s control and that, in the Commission’s judgment,

requires rate relief in order to protect the public interest. This provision |
is not intended to preclude TEP from seeking rate relief pursuant to this

paragraph in the event of the imposition of a federal carbon tax or

related federal “cap and trade” system. This provision is not intended to

preclude any party from opposing an apphcatlon for rate rehef filed by
TEP ‘pursuant to this paragraph , |

XII. CERTIFICATE OF CONVENIENCE & NECESSITY.

12.1 The Signatories agree that a generic‘d_ocket is an appropriate
~means by which the Commission could address the issue of exclusivity
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of the Certlgcates of Convenience and Necessity (“CC&N”) of the
“Affected Utilities” as defined in A.A.C. R14 2- 1601 1, should the

Commlssmn choose to do S0,

122 The Slgnatories acknowledge that TEP has the obligation to
plan for and to serve all customers in its certificated service area,
irrespective of size, and to recognize, in its planning, the existence of
‘any Commission direct access program and the potential for future direct
access customers. This Agreement does not bar any Party from seeking
to amend TEP’s obligation to serve or the Commlssmn S prospectlve
ratemaking treatment of TEP

12.3 This Agreement is not intended to create, confirm, diminish,
or expand an exclusive right for TEP to provide electric service within
its certificated area where others may legally also provide such service,
to diminish or expand any of TEP’s rights to serve customers within its
certificated area, or to prevent the Commission or any other
governmental entity from amending the laws and regulations relative to

public service corporations.
XI11. RETURNING CUSTOMER DIRECT ACCESS CHARGE.

13.1 TEP will file, as a compliance item, a Returning Customer
Direct Access Charge (“RCDAC”) tariff within ninety (90) days of the
effective date of the Commission’s order approving this Agreement.
- The RCDAC tariff will contain the following features:

a. The RCDAC shall apply only to individual customers or
aggregated groups of customers with demand load of 3 MWs or

greater.

b. The RCDAC shall not apply to a customer who provides TEP
with one year’s advance written notice of intent to return to TEP
generation service and to take TEP Standard Offer service.
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c. The RCDAC rate schedule shall 1dent1fy the 1nd1v1dual_ |

- components of the potent1al charge, definitions. of the components,
- and a general framework that describes the way in Wthh the
. ’.RCDAC would be calculated - : -

d The RCDAC shall only be estabhshed to TeCOVer ﬁcm Dlrect .
~ Access customers the additional costs, both one-time and
recurring, that these customers would otherwise impose on other

" Standard Offer customers if and when the former return to "

Standard Offer service from their competitive suppliers. The
customers shall pay the RCDAC in full W1thm one year of the
RCDAC being assessed.

13.2 The Signatories agree that a RCDAC as described above is in.
the public 1nterest and should be adopted

XIV. 1999 SETTLEMENT AGREEMENT

14.1 The Signatories reccgmze that Decision No. 62103 and the
1999 Settlement Agreement were designed to allow a transition to retail
electric competition within a specific time period. Inasmuch as the
transition to retail electric competition has thus far not occurred and the
time periods applicable to Decision No. 62103 and to the 1999
Settlement Agreement have passed, the Signatories recognize that it is
necessary to address the prospective regulatory treatment that is

appropriate for TEP under these c1rcumstances

14.2 To the extent that any party to the 1999 Settlement
Agreement or any other party contends that the provisions of this
Agreement are inconsistent with Decision No. 62103, the Signatories
request that the Commission amend Dec131on No 62103 to be consistent
Wlth thls Agreement -
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143 Under the cichmstances in which TEP currently operates, it‘ |
is appropriate to. determlne TEP’s rates pursuant to eost—of—serv1ce
ratemakmg pr1nc1ples | |

14.4 e '.Upon the Commission’é issuance of a final, non-appealable
order approving this Agreement, TEP shall forego all claims relating to
‘any alleged breach of contract resulting from or related to the 1999' |

B Settlement Agreement and/or Dec131on No. 62103

145 Upon the Commlssmn s issuance of a ﬁnal non- appealable
order approvmg this Agreement TEP shall not seck to recover, in this or
any subsequent proceeding, any amount that it claims is attributable to
its alleged damages allegedly related to setting its rates under eost-of—
serv1ce ratemakmg prmcrples : -

146 Upon the Commlssmn s issuance of a final, non—appealable
order approving this Agreement TEP shall not seek to recover, in this or.
~ any subsequent proceeding, any amount that it clarms is attributable to
- any alleged damages allegedly related to the rate freeze adopted by the
| Comm1ssmn in Decrslon No. 62103. |

14.7 ,’ Upon the Commission’s issnance of a final, non-'appealablev |
order approving this Agreement, TEP shall forego any and all claims
related in any way to Decision No. 62103 or the 1999 Settlement

Agreement.

148  Upon the Commission’s issuance of a final, non-appealable
order approving this Agreement, each Signatory hereby releases and
forever discharges each other Signatory and the Commission from any
and all claims, actions, and demands, of any nature whatsoever, past or
present, whether arising out of any Commission order, statute,
regulation, breach of contract, or any other theory, whether legal or
equitable, including any claims, losses, costs or damages, in each case
whether known or unknown, which such other Signatory or the
'Commission ever had, now have, or may in the future claim to have,
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arising from or pertalnmg to the 1999 Settlement Agreement and

| Decrsmn No 62103

149 The Srgnatones recognrze that certam waivers were prov1ded

to TEP under the 1999 Settlement Agreement. As these waivers were

previously evaluated in the context of the then-contemplated transition

" to competition, they may not continue to be in the public interest. The

Signatories agree that TEP shall file an application with the Commission |

addressing all of these waivers within ninety (90) days of the issuance of

a Commission order approving this Agreement. In that proceeding, the

Cornmrssron shall evaluate whether these walvers remarn appropnate
XV FIXED CTC TRUE-UP REVENUES

15.1 Certain 1ssues_ related to the leed CTC True-up revenues
remain unresolved by this Agreement, and the Signatories agree to
present their respective positions in the hearing scheduled in this

proceeding.  Specifically, the Slgnatones shall - present to the

Commission their respective positions as to when TEP’s new rates may

go into effect and how TEP’s Fixed CTC True-up revenues, as defined

in Decision No. 69568, should be calculated and treated. The
Signatories may present evidence to the Commission in the hearings
scheduled in these consolidated dockets regarding these issues. This
provision is not intended to limit any party’s ability to present its
position on these issues. |

15 2 To the extent that the Commission determines that any Fixed
CTC True-up revenues are to be credited to customers, then TEP agrees
that an amount equal to any such Fixed CTC True-up revenues, up to
$32.5 m1ll10n shall be credited to customers in the PPFAC balancing
account.

153  The Commission shall determine the disposition of additional k’

Fixed CTC True-up revenues, if any, to be credited to customers.

Page 18 of 51

© DECISION Nev,_ 70628



) DOCKET NO. E-0] 933A-07-0402 ET AL

- XVIL. RATE DESIGN.
A. Rate Spread

16.1 Except as set forth in Paragraph 16.28, the base revenue
increase is to be spread across all customers such that each rate schedule

~ shall reflect the same increase of 6.1% in adjusted base revenues as
~ shown on Exhibit 7. The 6.1% i increase is the result of holding low-

income customers harmless from the rate mcrease Selected rate

' schedules are attached as Exhlblt 8.

16.2 Thls increase also apphes to TEP’s ex1st1ng time- of—use |
schedules which will be frozen to new subscription.

- B. Inclmmg Block Rate Structure. |

16.3 The Slgnatorles agree that rate de51gn can be used as an
important energy conservation incentive. To accomplish this goal for
the Residential Rate 01 service classification, the rate structure shall be
redesigned as an inclining block rate, meaning that the unit price of
electricity, excludmg the customer charge shall 1ncrease as consumptlon
increases. * |

16.4 Re51dent1al Rate - 01 shall have ‘three blocks and shall be

seasonally (summer/winter) dlfferentlated with the first block applicable

to kWh usage from 0 to 500 kWhs. The second block will be for usage
of the next 3,000 kWhs or 501 kWhs to 3,500 kWhs. The third block
will be for usage above 3,500 kWhs. | |

16.5 ThlS rate structure recognizes that there are a large
percentage of users that have relatively small usage, while also
recognizing that a relatively small amount of users use a relatively large
amount of energy. For example, during the Summer Period for |
Residential Rate 01, 27% of all bills are for usage under 500 kWhs per
month. For those customers, the average usage is only 280 kWhs per
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month. In contrast, only 1.4% of all R'esidenti'aleRate, 01 bills contain
usage above 3,500 kWhs. For these customers, the average usage is |
,4766kthpermonth e e T e e

166 General Serv1ce Rate 10 shall be rede51gned to have an
mchnmg block structure with two rates. The first rate shall apply to the
first 500 kWhs per month, and the second rate for usage above 500 -
kWhs. Similar to Residential Rate 01, many General Service Rate

| customers are small users with 30% of the usage in this rate class falling
under 500 kWhs. For these customers average usage is approx1mately ,
200 kth |

 C. Time-of-Use.

16.7 The Signatories agree that sending price signals to customers
as to how TEP’s cost to serve may change in different times of the year
and times of the day provides an important energy conservation
incentive. ~ The Signatories therefore agree that expanding the
~ availability of time-of-use rate schedules is in the public interest. All
time-of-use rate schedules shall be available on an optlonal basis.. Time-
of-use will not be mandatory for any customer. | |

16.8  TEP will implement new time-of-use schedules that will be
open for new subscription. Under newly implemented time-of-use rates,
‘all residential, general service, large general service, and large light and
power customers will be offered a time-of-use option.

16.9 "TEP commits to design a program to educate ‘customers on
the potential for load shifting and bill reduction under time-of-use rates,
and will make a good faith effort to promote time-of-use 50 as to
increase subscnptlon thereto. '

| <16.10 . TEP shall offer three new optional residential time-of-use
- schedules to replace the current (to-be-frozen) Rate 70. The customer
charges under the three new rates will be $8.00 per month.
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16.11 The three new residential options shall be offered to allow a
customer to choose a schedule fitting his lifestyle and to result in load
shifting that will be beneficial to system operations.

16.12 The three new residential timeef-lise schedules shall offer
customers flexibility for weekend usage, which should make the new
optional rates attractlve to potentlal subscribers.

16.13 In order for customers to clearly see the advantages of
shifting power to the off-peak period, there are several key elements of
the residential time-of-use schedules as compared to the non-tlme -of-use

schedules:

a) Each time-of-use option will have the same inclining block
rate structure as the non-time-of-use schedule.

b) The rate for the shoulder perlod for the time-of-use schedules |
will be between the peak and off-peak rate '

"c) ) The rate for the peak periods for the time- of—use schedules
- will be higher than the rate for the non-t1me—0f—use« schedule.

. d) The rate for the off-peak periods for the time—of-use
schedules will be lower than the rate for the non-time-of-use
schedule.

16.14 Time-of-use rates shall be seaSonally differentiated.
“Summer” shall include the billing months of May through October.
“Winter” shall include the billing months of November through April.

16.15 New time- of-use schedules shall 1nclude
Rate 70N-B Residential Time-of-Use — (Weekend Shoulder)
Rate 70N-C Residential Time-of-Use — (Weekend Super-

Peak)
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| Rate 7ON-D Re51dent1a1 Time-of- Use — (Weekend Off- -Peak)

Rate 201BN Spe01al Re51dent1al Tlme of-Use (Guarantee P B

‘Home)
~ Rate 201CN Spec1al Re51dent1a1 Tlme of-Use/Solar B
(Guarantee Home) : |
- Rate 76N General Service Time- of Use
Rate 85N Large General Service Time-of-Use -
Rate 90N Large Light and Power Time-of-Use

16.16 Under Rate 7ON-B (Weekend Shoulder) on summer

weekends and selected holidays, the shoulder period will be 2 p.m. - 8
p.m. with no peak period. On winter weekends and selected holidays,
there will be only an evening peak from 5 p.m. - 9 p.m. The winter
morning peak period (6 a.m. - 10 a.m.), which applies on weekdays, will
be treated as off-peak. Weekday hours under Rate 70N-B will be as
follows: Summer Peak, 2 p.m. - 6 p.m.; Summer Shoulder, 12:00 noon -

2 p.m. and6pm 8pm andWmterPeak 6am—- 10 a.m. andS»

p.m. - 9pm

16.17 Under Rate 70N-C (Weekend Super—Peak) there will be no

- weekend and holiday shoulder. On summer weekends and selected

holidays, there will be a four-hour peak period from 2 p.m. - 6 p.m. All
other weekend/holiday hours will be off-peak. On winter weekends and
selected holidays, there will be a four-hour peak period from 5 p.m. - 9

p.m. The winter morning peak period (6 a.m. - 10 a.m.), which applies

on the weekdays, is treated as off-peak. Weekday hours under Rate
70N-C match 70N-B. The hours differ only on weekends.

16.18  Under Rate 70N-D (Weekends Off-Peak), all weekend and

selected holiday hours will be off-peak. Weekday hours under Rate
70N-C match 70N-B. The hours differ only on weekends.

16.19 " The new non-residential time-of-use rates shall apply to each
day of the “year, with no distinction for weekdays, weekend days, or
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hol1days Peak demand charges where they exist, will apply to per1ods -

designated as shoulder in addition to peak perlods

16.20 The non-resrdentlal trme of—use schedules will have a

summer on—peak period from 2 p.m. - 6 p.m., and two shoulder periods
from 12 noon - 2 p.m. and 6 p.m. - 8 p.m. Other summer hours will be

off-peak. The winter peak period shall run from 6 a.m. - 10 a.m. and 5

: p.m. -9 p.m. Other wrnter hours shall be off—peak

16.21 ', Current resrdentlal t1me of—use rate schedules shall be frozen |
to new subscription. Frozen rate schedules shall remain in place for
.ex1st1ng customers at existing sites or dehvery points. New- customers -

will not be e11g1ble for service under ﬁozen schedules
16.22 K 'F rozen tlme of—use schedules shall mclude

| Rate 21 Re51dent1a1 Time-of- Use
Rate 70 Resrdentral Time-of-Use (W1th shoulder)
Rate 201B Spemal Resrdenual Time-of-Use (Guarantee

Home)

~ Rate 201C Spemal Resrdentlal Tlme of—Use/Solar (Guarantee

Home)
. Rate 76 General Service Trme-of Use
- Rate 85A Large General Service Time- of-Use
Rate 85F Large General Service Time- of-Use
- Rate 90A Large Light and Power Time- of-Use
Rate 90F Large Light and Power Time-of-Use

16.23 TEP agrees to publlc1ze in a manner agreeable to Staff the
current Residential TOU Rate 70 so as to give customers a final
opportunity to subscribe before the schedule is closed to all new

subscription.
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D. Other Rate Desrgn Changes :

| 16»24 o The customer charge in Re51dent1al Rate 01 shall be $7 OO : L
per month | | | |

16.25 Time-of-Use Rates Large General Service Rate 85N and
Large Light and Power Rate 90N shall be seasonally differentiated and
have substantial non-fuel cost recovery through demand charges Wthh
will help TEP to control peak demand

1626 ~ Unbundled rates shall be designed such that the generation
component is near cost (so as to facilitate economically efficient direct -

access), and the transmission component is tied to' the FERC Open
Access Transmission Tariff (“OATT”) .

16.27 - Off-peak demand charges under Large General Service TOU
Rate 85N, to be implemented under this Agreement, will apply to all off-
peak kWs, rather than only off-peak kWs in excess of some threshold
percent (e.g., 150%) of on-peak kWs (as in the case of Off-Peak Excess
Demand Charges found in some of TEP’s current Large General Service
and Large Light and Power schedules). In contrast, Large Light and |
Power TOU Rate 90N, to be implemented under thls Agreement, will
continue the use of Excess Demand Charges | '

E. Low-Income Tariffs.

16.28  The approximate 6% increase in base revenue will not apply
to the existing low-income programs. As a result, all rate schedules
except for the low-income schedules will receive a 6.1% increase. This
holds current low-income customers harmless from the rate increase.

16.29 The following low-income tariffs will be frozen: _
R-0401F - FROZEN, R-0421F - FROZEN, R-0470F - FROZEN, R-
0501F - FROZEN, R-0521F - FROZEN, R-0570F - FROZEN, R-

A e £
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~ 05201AF - FROZEN ROSZO]BF FROZEN, and R-0621F - FROZEN,

R-0821F — FROZEN. In the naming convention, the first two numbers
‘correspond to the current low-income rider.  The last numbers
correspond to the existing rate to which the dlscount is applied.
Therefore, R-0401F  indicates existing low-income erer 4 combmed
with existing Resrdentral Rate 1. | '

(2 30 The followrng low-lncome tariffs will rernain open to new
subscrlptron R-0601, R-0670, R-06201A, R-06201B, R-0801, R-0870,
R—08201A andR 08201B R—08201C and R~06201C | :

16 31 Low income customers both under frozen low income tariffs -
and unfrozen low-income tariffs, will not be subject to the PPFAC.
Incremental fuel and purchased power costs that these Jow-income
customers would have otherwise paid under the PPFAC will be
recovered from all remarnrng customers subject to the PPFAC

) XVII. RULES AND REGULATIONS._

17.1 TEP shall file its Rules and Regulations, including the
changes proposed by TEP i in its rate application and the changes thereto
proposed by Staff, no later than June 11, 2008. It is the Signatories’
understanding that the changes to TEP’s Rules and Regulatlons shall not
be inconsistent with the prov151ons of this Agreement

17 2 Any Slgnatory to thls A greement shall raise in the hearlng
any contentions as to whether the Rules and Regulations proposed
pursuant to Paragraph 17.1 are inconsistent Wlth the terms of this
Agreement or are otherw1$e 1nappropr1ate

17.3 Among the srgnrﬁcant changes to TEP’s rules and
‘regulations is the elimination of free footage from TEP’s line extension
tariffs. |
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XVIII ADDITIONAL TARIFF FILINGS

18.1 TEP agrees to ﬁle w1th1n nlnety (90) days of the effectlveg‘;_
- date of the Commission’s approval of this Agreement the following

tariffs, to be developed in consultation with Staff and 1nterested
stakeholders as cornphance 1tems for Commlsswn approval ' |

| o a. New Partlall Re’quuements Tanffs‘ thatvbOth protect TEP’s
ability to recover fixed costs and facilitate the development of
renewable energy projects and environmentally friendly self-
generation. These tariffs will be designed so as to not inhibit the
~ installation of large scale solar or othier renewable projects. The
new Partial Requirement Tariffs shall provide for supplemental,
- standby, and maintenance services. Supplemental service shall be
based on the unbundled delivery price components applicable to
full requirements customers. Maintenance service shall be
provided at a rate that recognizes that usage may be scheduled at
times with lower cost-to-serve. Standby service shall be priced at
such a level that balances the cost recovery needs of TEP with the
desires of stakeholders to promote eeonomlcally viable self-
" generatlon | |

b.  An Interruptible Tariff that provides a range of options with
‘respect to notice requirements, duration, and frequency, and that
will provide credits to participating customers based on avoided
capacity costs. The interruptible program could also have options
for “economic interruptions” as well as interruptions based on
capacity or transmission constraints. |

c. A Demand Response Program Tariff that establishes a
voluntary program whereby customers reduce demand levels for
specified durations upon notification by TEP that a critical
situation exists.  TEP will focus on enrolling interested commercial
and industrial customers whose operations permit them to commit
to specific load reduction targets during critical periods. The
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‘program will be designed so as to balance TEP’s need to reduce
peak demand with the customers’ desire to maintain viable
operations. TEP and stakeholders will also explore the potential
advantages of a program through which interested parties could
~ receive bill credits for verifiable demand reduction over expanded
hours with high incremental costs. The bill credit program would
be in addition to, not in place of, a voluntary program with no
payments. Finally, TEP will explore notification methods whereby
smaller customers, such as residential customers and smaller
- general service customers, can contribute to critical period load
reduction. | | | o | |

d. A Bill Estimation Tariff that reflects the terms and
procedures contained in TEP’s Rules and Regulations, and
additionally addresses specific permutations of demand and energy
~estimation for situations with varying history (e.g., at least twelve
(12) months, less than twelve (12) months, or no history), status of
- customer at premise (new customer or existing customer), and
status of premise (at least twelve (12) months premise history, less
than twelve (12) months of premise history, or new premise).

XIX. FUEL AUDIT.

19.1  TEP agrees to implement the fuel audit recommendations set
forth by Staff in its Direct Testimony, except that the fuel audit
recommendations need not be completed prior to the implementation of
the PPFAC. TEP should file an implementation plan within ninety (90)
days of the effective date of the Commission’s order approving this
Agreement.

XX. MISCELLANEOUS PROVISIONS.
20.1 ~The Signatories agree that all currently filed testimony and

~ exhibits shall be offered into the Commission’s record as evidence. The
Signatories acknowledge that the filing of testimony was suspended
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before Staff and the Intervenors filed their surrebuttal testimony. But for

~ the suspension of the filing, some of the Signatories would have opposed

- TEP’s rebuttal testimony and filed motions to strike certain: TEP "
testimony that they believe was 1nappropr1ate In the event that hearings -~ -
resume on the 2007 Rate Application and the Motion to Amend the
Signatories reserve the right to file surrebuttal testlmony, to ﬁle any
motlons to strlke or to seek any other rehef g

202 - The S1gnator1es recogmze that Staff does not have the power
~to bind the Commission. For 'purposes of proposing a settlement
agreement, Staff acts in the same manner as any party to a Commission
proceeding.

20.3 This Agreement shall serve as a procedural device by which
the Signatories will submit their proposed settlement of these
consolidated dockets to the Commission. Except for Paragraphs 16.23,
20.1-20.9, 20.12-20.13, and 20.15, this Agreement will not have any
binding force or effect until its provisions are adopted as an order of the
Commlssmn

20.4 - The Signatories recognize that the Commission will
independently consider and evaluate the terms of this Agreement. If the
- Commission issues an order adopting all material terms of this
Agreement, such action shall constitute Commission approval of the
~ Agreement. Thereafter, the Signatories shall abide by the terms as
approved by the Commlssmn

20.5 In the event that the Commission fails to issue a final Order
before December 31, 2008, any Signatory to this Agreement may
‘withdraw from the Agreement, and such Signatory or Signatories may
pursue their respective remedies. ‘

120.6 If the Commission fails to issue an order adopting all
~ material terms of this Agreement, any or all Signatories may withdraw -

- from this Agreement and such Signatory or Signatories may pursue

i 70628 -
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without prejudlce their respective remed1es For the pUrposes of this
Agreement, whether a term is material shall be left to the dlscretlon of
the Srgnatory choosmg to wrthdraw from the Agreement

20.7 If TEP elects to wrthdraw from thls Agreement pursuant to.
paragraphs 20.5 or 20.6, the Agreement shall become null and void and
of no further force or effect. - -

20. 8 ThlS Agreement represents the S1gnator1es mutual desire to_ o
- compromise and settle disputed issues in a manner consistent with the
public interest. The terms and provisions of this Agreement apply solely
‘to and are binding only in the context of the purposes and results of this

- Agreement. Nothing in this Agreement shall be construed as an
admission by any Signatory that any of the positions or actions they
have taken in the Motion to Amend, the 2007 Rate Application, or
otherwise w1th respect to the 1999 Settlement - Agreement are
unreasonable or unlawful. Execution of the Agreement by the
Signatories is without prejudlce to any position taken by any of the

. Signatories in the Motion to Amend, the 2007 Rate Apphcatlon or'

otherW1se with respect to the 1999 Settlement Agreement

209 No Srgnatory is bound by any posmon asserted in
negotiations, except as expressly stated in this Agreement. Evidence of
conduct or statements made in the course of negotiating this Agreement

‘shall not be admissible before this Commission, any other regulatory
agency, or any court. None of the positions taken herein by any
Signatory or in the negotiations surrounding this Agreement may be

referred to, cited, or relied upon, as precedent or otherwise, in any other
proceedmg before the Commission, any other regulatory agency, Or
before any court for any other purpose except in furtherance of the
purposes of this Agreement

20.10  To the extent any provision of this Agreement is inconsistent
with any existing Commission order, rule, or regulation, this Agreement
shall control. | |

| 70628
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20.11  Any future Commission order, rule, or regulation shall be

construed and administered, to the extent p0551ble in a manner so as not
- to conflict with the specific provisions of this Agreement, as approved
by the Commission. Nothing contained in this Agreement is intended to
interfere with the Commission’s authorrty to exercise any regulatory
authorlty by the 1ssuance of orders rules or regulatlons

20.12 _The’Signatories sha'llf,make_ all_ reasonable‘ and gOod faith

efforts necessary to obtain a Commission order approving this
~ Agreement. The Signatories shall not take, support, or propose any
" action which would be inconsistent with this Agreement. Nothing

contained in this Agreement is intended to otherwise interfere with any

Signatory’s ability to advocate its own pos1t10n pursuant to Paragraphs

20.1 and 20.5-20. 9 of this Agreement

20.13 The Signatories shall actively defend this Agreement before
the Commission, any other regulatory agency, or court in the event of
any challenge to its validity or implementation. The Signatories
expressly recognize, however, that Staff shall not be obhgated to file any
document or take any posmon that is inconsistent with a Commission
order in this matter.

20.14 The terms of this Agreement are not severable, and each of
such terms is in consideration of all other terms of this Agreement.

20.15 This Agreement may be executed in any number of
counterparts and by each Signatory on separate counterparts, each of
which when so executed and delivered shall be deemed an original and
all of which taken together shall constitute one and the same instrument.
This Agreement also may be executed electronically or by facsimile.
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AGREED to as of this R day of _ 5 2008 o
ARIZONA ICORPORATION COMMISSION U{TILITIES DIVISION
By:

Emest G. Johnson
Director, Utilities Division .
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By_:

TUCSON ELECTRIC POWER COMPANY

Titlc.:“ e

" Date:
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RESIDENTIAL UTILITY CONSUMER OFFICE

Title:

Date:
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ARIZONANS FOR ELECTRIC CHOICE AND COMPETITION =~

.By:», |

Title:

Date:

: , ~ DECISION NO. __ 70628
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AGREED to as of _thi s /44,,;2,, | v day of 2% ,2008

ARIZONA CORPORATION COI\/HVIISSION ’UTILITIES DIVISION

By: fé/”” : -

Ermest G. Johnson
Director, Utilities Division
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Page 31 of 51 »

DECISIONNO. __ "






DOCKET NO. E-01 933A-07-0402 ET AL.

TUCSON ELECTRIC POWER COMPANY

Ja S. Pignatelli e A |
- Chairman, President and Chief Executive Officer

8
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_ SOUTHWESTERN POWER GROUP, I,LLC

~ DECISION WO _
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WORKERS LOCAL 1116

!

NitholasJ. Enoch Esq
Lubin & Enoch, P.C.
349 North Fourth Avenue
Phoenix, Arizona 85003

~ Telephone: (602) 234-0008
Facsimile: (602) 626-3586
E-mail: nicholas.enoch@azbar.org

Title: Attorney

Date: May 29, 2008
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.INTERNATIONAL BROTHERHOOD OF ELECTRIC

DECISICN NO. _

70628




.By:‘

* William B. Goddard T
- Commodity Supply & Operations .

Title: Vice President

Date: 928 0%
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' SEMPRA ENERGY SOLUTIONSLLC =~
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g President

Dated _ Nay 29, 2008
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 PHELPS DODGE MINING COMPANY

£

By

s Vice Piesident

Dated _ May 29, 7008
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"' . PRIVILEGED AND CONFIDENTIAL SETTLEMENT COMMUNICATION
SUBJECT TO FED. R. EVID. 408 AND STATE LAW EQUIVALENT
. TEP 641508 DRAF]'

'BOWIE POWER STATION, LLC

M//é%‘
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5jas/o s
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- THE KROGER CO

/ b

Kurt J. Boehm Esq
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PRIVILEGED AND CONFIDENTIAL SETTLEMENT COMMUNICATION
: SUBJECT TO FED, R. EVID 408 AND STATE LAW EQUIVALENT
; - TEP 0415408

Title: Attomev For The Kroger Co.-

Date: May 29, 2008
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MESQUITE POWER, LLC

Title:  GODusrruoangy

4
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UNITED STATES DEPARTMENT OF DEFENSE AND ALL OTHER
FEDERAL EXECUTIVE AGENCIES L |
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ARIZONA INVESTMENT COUNCIL

Title:  /resr. oent

Date: %(f/ 27 2008
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DOCKET NoO. E-01933A-07-0402 ET AL.

Settlement Exhibit No. 3

. Page 10of 25
TUCSON ELECTRIC POWER COMPANY T
SUMMARY PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006
. PER SETTLEMENT - 6% OVERALL INCREASE
SUMMARY PAGE |
Residentisl  Commercial Industrial Public | \ohting Mines TOTAL
S S Authority -
Customers 357.254 34,743 14 35 26 ' 2 392,074
kWhs 3.864,352,371 3,314,379,658 | 948,945,003 225,259,044 41,015,127 924,857,900 9,318,849,103
Current Revenues - $347,836,625 = $308,402,277 $58,805,533 $16,053,066 $4,450,206 $45.544,537 $781,092,244
Proposed Revenues $368B.376,793 - - $327,326,477 $62,414,179  $17,038,066 $4.723.465 = $48,338,959 $828.217,938
Percent Increase 5.9% 6.1% 6.1% 6.1% 6.1% - . 61% 8.0%
- Fuel & Purchased Power )
’ b TOTAL SALES . Avg Rate per .
CLASS (kWh) Revenue Class As a Percent
Residential 3,864,352,371 116,817,321 0.030229 43%
Commercial 3,314,379,F58 95,220,881 0.028730 3B5%
_ industrial 948,945,003 26,200,236 0.027610 10%
 Mining 924,897,900 23,741,602 0.025669 9%
Public Authority 225,259,044 " 8,237,791 0.027682 2%
Lighting ' 41,015,127 1,058,888 0.025817 0% -
Total 8,318,849,103 269,276,718 0.028896 '
70628
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o S : Page 20f 25
TUCSON ELECTRIC POWER COMPANY ‘ S
LIFE LINE BUNDLED PROOF OF REVENUE -, -
"* TEST YEAR ENDED DECEMBER 31, 2006
PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted Booked Total Adjusted S
Billing o ) Revenue Proposed
- Determinants Existing Rates - Requirement - Proposed Rate . Revenue
RESIDENTIAL - SENIOR LIFELINE FROZEN -R0401F _
{customers (Single-Phase) ' 34,147 $4.90 $4.90 $167.320
ummer ' _— . B '
1st 500 kWhs 7,822,797 $0.090921 $0.090921 . 711,257
3,000 kWhs 5,366,439 $0.090921 $0.090921 487,922
Winter ! . ‘ N )
1st 500 kWhs 5,308,943 $0.078970 $0.078970 - 418,247
3,000 kWhs - 3,483,881 $0.078970 $0.078970 275,122
TOTAL REVENUE $2,060,872 2,060,868
TOTAL R-0104F kwh 21,982,060 -$4
Cust 2,846 .
DISCOUNT -$478,817
RESIDENTIAL - SENIOR LIFELINE FROZEN - R0421F .
Customer Charge ' 76 $6.86 $6.86 $521
Summer On Peak kWhs 14,396 $0.125413 $0.125413 $1,805
Summer Off Peak kWhs -21,368 $0.050165 $0.050165 ' $1,072
Winter On Peak kWhs. 12,633 $0.090018 $0.099018 $1.,251
Winter Off Peak kWhs - 41,013 - $0.050165 $0.050165 $2,057
TOTAL REVENUE $6,707 6,707
$0
TOTAL R-0421F ’ kwh 89,410
Cust (-] :
DISCOUNT -§1,558
RESIDENTIAL - SENIOR LIFELINE FROZEN - R0470F )
Customers ' 122 $6.78 $6.78 $827
Summer On Peak kWhs 12,367 $0.184171 $0.184171 $2,278
Summer Off Peak kWhs 51,483 $0.058160 $0.058160 $2,994
Summer Shoulder Peak kwhs 4.884 $0.116318 $0.116318 $568
Winter On Peak kWhs 9.846 $0.126011 $0.126011 $1,241
Winter Off Peak kWhs 34,940 $0.043619 $0.043619 $1,524
TOTAL REVENUE $9,432 $9,432
) $0
TOTAL R-0470F kWh 113,520
’ Cust 10
DISCOUNT -$2,191
RESIDENTIAL - LIFELINE FROZEN -RO501F .
Customers (Single-Phass) 68,457 4.9 $4.90 $335,439
mmer ’
15t 500 kWhs 20,649,467 | $0.090921 $0.000921 1,877,470
3,000 kWhs 14,165,535 $0.090021 $0.080921 1,287,945
Winter
15t 500 kWhs 14,013,765 $0.078970 $0.078970 1,106,667
70628
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TUCSON ELECTRIC POWER COMPANY
LIFE LINE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006

- PER SETTLEMENT - 6% OVERALL INCREASE

Adjusted Boo_k_ed )
Billing .
Determinants Existing Rates"

DOCKET NO. E-01933A—07-0402 ET AL.

Setflement Exhibit No. .3
Page 3 of 25

" Total Adjusted

Revenue ) Proposed.
_ Requirement . - Proposed Rate Revenue

3,000 kWhs 9,196,236 $0.078970 $0.078970 726,227 |
TOTAL REVENUE : o $5,333,758 < 5333,748_
3 -$10
TOTAL R-0501F kWh 58025003
: - Cust 5,705
DISCOUNT ' -$509,790
70628
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- S Page 4 of 25
_+ TUCSON ELECTRIC POWER COMPANY - S :
LIFE LINE BUNDLED PROOF OF REVENUE = '
. TEST YEAR ENDED DECEMBER 31, 2006
. PER SETTLEMENT - 6% OVERALL INCREASE -
" Adjusted Booked - ‘Total Adjusted , _ R
; Billing : . - Revenue Proposed
Line No. Pricing Plan Determinants .- - Existing Rates Requirement . Proposed Rate Revenue
RESIDENTIAL - LIFELINE FROZEN -R0521F o
Customer Charge . 209 $6.86 $6.86 51,434
Summer On Peak kWhs ° 50,261 $0.125413: © $0.125413 $6,303
Summer Off Peak kWhs 74,606 $0.050165 $0.050165 . $3,743
Winter On Peak kWhs 20,718 $0.099018 $0.099018 $2,051
Winter Off Peak kWhs 67,265 $0.050165 $0.050165 $3,374
TOTAL REVENUE $16,906 : 16,906
. $0
TOTAL R-0521F kWh 212,850
Cust 17
DISCOUNT ) -$1,616
RESIDENTIAL - LIFELINE FROZEN -RO570F
Customers 593 $6.78 $6.78 $4.021
Summer On Peak kWhs 62,455 $0.184171 $0.184171 $11,502
Summer Off Peak kWhs 259,993 ~ $0.058160 $0.058160 $15,121
Summer Shoulder Peak kWhs 24,664 $0.116318 $0.116318 $2,869
Winter On Peak kWhs 49,723 $0.126011 $0.126011 36,2661 -
Winter Off Peak kWhs 176,452 $0.043619 $0.043619 $7,697]
TOTAL REVENUE $47,475 $47,475
$0
TOTAL R-0570F kWh 573,287
Cust 49
DISCOUNT -$4,538
RESIDENTIAL - LIFELINE FROZEN -R05201AF
Customers {Single-Phase) . 159 $4.90° $4.90 $779
Mid-Summer kWhs 71,979 $0.090920 $0.090920 6,544
Remaining Summer kWhs 54,657 $0.074191 $0.074191 4,055
Winter kWhs 92,033 $0.064440 $0.064440 . 5,831
TOTAL REVENUE $17,309 $17,309
: $0
TOTAL R-05201AF kwh 218,670
Cust 13
DISCOUNT -§1,654
RESIDENTIAL - LIFELINE FROZEN -R05201BF
Customers 26 $6.78 $6.78 $176
Mid-Summer On Peak kWhs 1.890 $0.184171 $0.184171 $348
Mid-Summer Off Peak kWhs 7.659 $0.058160 $0.058160 $445
Mid-Summer Shoulder Peak kWhs 777 $0.116318 $0.116318 $90
Remaining Summer On Peak kWhs 1,199 $0.146415 $0.146415 $176
Remaining Summer Off Peak kWhs 4,878 $0.046236 $0.046236 §226
$0.092473 $42

) DOCKET No. E-01933A.07-0402 ET AL.
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Remaining Summer Shoulder Peak kWhs

456

$0.092473
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TUCSON ELECTRIC POWER COMPANY
LIFE LINE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006
' PER SETTLEMENT - 6% OVERALL INCREASE

Adjusted Booked " Total Adjusted

. : . . Billing - Revenue Proposed
" Line No. Pricing Plan ) " Determinants - Existing Rates Requirement . Proposed Rate Revenue
38 |Winter On Peak kWhs O 8499 . . $0.100179 : $0.100179 $351
39 |Winter Off Peak kWhs _ S 11,142 - $0.034673 .$0.034673 $386
40 [TOTAL REVENUE SR : §2240 . $2,240
41 SR . i - $0
42 |TOTAL R-05201BF v kWh ' 31,500
43 : . ' . Cust ‘ 2
44  |DISCOUNT 7 -$214
|
|
|
|
|
|
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TUCSON ELECTRIC POWER COMPANY : ) .
LIFE LINE BUNDLED PROOF OF REVENUE ' ¢
. TEST YEAR ENDED DECEMBER 31, 2006 -
PER SETTLEMENT - 6% OVERALL INCREASE.
- " Adjusted Booked " - Total Adjusted o o
Bllliing . Revenue . Proposed
Determinants . * Existing Rates - - Requirement . Proposed Rate Revenue.
RESIDENTIAL - LIFELINE ($8 DISCOUNT -R0601F (FROZEN) ) _ : S
Customers (Single-Phase) : : 92,342 $4.90 - .$4.90° $452,476
ummes . R o
15t 500 kWhs 25,447,243 $0.090921 $0.090921 2,313,689
3,000 kWhs 17,456,808 -$0.090921 $0.090921 1.587,180
Winter ‘ , _ v
1st 500 kWhs 17,289,776 $0.078970 $0.078970 1,363,794
3,000 kWhs 11,332,924 $0.078970 $0.078970 894,961
TOTAL REVENUE $6,612,123 $6,612,110
. ) -$13
TOTAL R-0601F ) ] - kWh 71,508,752 )
Cust 7,695 .
DISCOUNT -$760,937
RESIDENTIAL - LIFELINE ($8 DISCOUNT -R0621F)
Customer Charge 27 $6.86 $6.86 $1,900]
Summer On Peak kWhs 81,686 $0.125413 $0.125413 $10,244
Summer Off Peak kWhs 121,283 $0.050165 $0.050165 $6,083
Winter On Peak kWhs 33,672 $0.090018 $0.099018 - $3,334
Winter Off Peak kWhs 109,322 $0.050165 $0.050185 $5.484]
TOTAL REVENUE C $27,046 ' $27,046
: $0
TOTAL R-0621F kWh 345,933
Cust 23
DISCOUNT -$3,112
RESIDENTIAL - LIFELINE ($8 DISCOUNT - RO670F)
Customers ' ' 666 $6.78 $6.78 $4.515
Summer On Peak kWhs 68,711 $0.184171 $0.184171 $12.655
Summer Off Peak kWhs 286,037 $0.058160 $0.058160 $16,636
Summer Shoulder Peak kWhs 27,135 $0.116318 $0.118318 $3,156
Winter On Peak kWhs 54,704 ‘ $0.126011 $0.126011 ' $6,893
Winter Off Peak kWhs 194,127 $0.043619 $0.043619 $8,468
TOTAL REVENUE ’ $52,323 $52,323
$0
TOTAL R-0670F kWh 630,714
- Cust 56
DISCOUNT -$6,021
RESIDENTIAL - LIFELINE ($8 DISCOUNT - ROG201AF)
Customers (Single-Phase) 513 $4.90 ) $4.90 $2.514
Mid-Summer KWhs 197,796 $0.090920 $0.090920 17.984
Remaining Summer kWhs . 150,197 $0.074191 $0.074191 11,143
Winter kWhs : 252,904 $0.064440 $0.064440 16,297
TOTAL REVENUE Co $47,838 $47,938

DECISION NO. _70628




Line No. Pricing Plan

38 |TOTAL R-06201AF
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TUCSON ELECTRIC POWER COMPANY . .
LIFE LINE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBEER 31, 2006
PER SETTLEMENT - 6% OVERALL INCREASE

Adjusted Booked

Billing - .
Determinants Existing Rates
kWh 600,897
Cust . : 43
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Total Adjusted L
Revenue - Proposed
Requirement  Proposed Rate ..~ Revenue
- -§5,517

40 | DISCOUNT -
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“TUCSON ELECTRIC POWER COMPANY - . )
LIFE UUNE BUNDLED PRODOF OF REVENUE -
. TEST YEAR ENDED DECEMBER 31, 2006
PER SETTLEMENT - 6% OVEHALL INCREASE
Adjusted Booked ~ Total Adjusted B :
leling ] . : Revenue . PvroposedA v
Determinants Existing Rates Requirement  Proposed Rate Revenue: | .
. |RESIDENTIAL - LIFELINE ($8 DISCOUNT - R06201BF) o :
Customers . 12 $6.78 $6.78 0 . - 8
Mid-Summer On Peak kWhs . 992 $0.184171 . $0.184171 $183
Mid-Summer Off Peak kWhs 4,019 . 80.058160 $0.058160 . 3234
Mid-Summer Shoulder Peak kWhs 408.. . $D.116318 $0.116318 . $47
Remaining Summer On Peak kWhs 629 7 $0.146415 - . $0.146415 $92
Remaining Summer Off Peak kWhs 2,560 $0.046236 $0.046236 $118
-|Remaining Summer Shoulder Peak kWhs 240 $0.092473 $0.092473 $22
Winter On Peak kWhs 1,836 $0.100179 $0.100179 $184
Winter Off Peak kWhs 5,847 $0.034673 $0.034673 $203
TOTAL REVENUE $1,164 $1,164
: $0
TOTAL R-06201BF kWh 16,530
o ’ Cust ' 1
DISCOUNT -$134
RESIDENTIAL - LIFELINE MEDICAL LIFE SUPPORT -R0801F (FROZEN)
Customers (Single-Phase) 8,506 . $4.90 $4.90 $41,679
Summer ’ . .
1st 500 kWhs 3,233,238 $0,090921 $0.090821 293,969
3,000 kWhs 2,218.001 $0.080821 $0.090921 201,663
Winter : :
151 500 kWhs 2,194,237 $0.078970 $0.078570 173,279
3,000 kWhs 1,439,922 $0.078970 . $0.078970 113,711
TOTAL REVENUE Co $824,303 $824,301
' -$2
TOTAL R-DBO1F kWh 9,085,398
S Cust 709
DISCOUNT -$226,572
'RESIDENTIAL - LIFELINE MEDICAL UFE SUPPORT -R0821F (FROZEN)
Customer Charge 87 . $6.86 $6.88 $460
Summer On Peak kWhs 16,761 $0.125413 $0.125413 $2,102
Summer Off Peak kWhs 24879 $0.050165 $0.050165 $1,248
Winter On Peak kWhs 6,909 $0.099018 $0.099018 $684
Winter Off Peak kWhs 22,431 - $0.050165 $0.050165 $1,125
TOTAL REVENUE $5,619 $5,619
$0
TOTAL R-0821F kWh 70,880
. Cust -8
IDISCQUNT -$1,544
RESIDENTIAL - LIFELINE MEDICAL LIFE SUPPORT -R0870F (FROZEN)
Customers . : : - 141 $6.78 $6.78 5_9.:6l
70628
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TUCSON ELECTRIC POWER COMPANY
LIFE LINE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER ‘31, 2006
PER SETTLEMENT - 6% OVERALL INCREASE
" Adjusted Booked " Total Adjusted
Billing ) ) Revenue Proposed
Line No. Pricing Plan Determinants Existing Rates Requirement  Proposed Rate Revenue
Summer On Peak kWhs -17,036 $0.184171 $0.164171 $3,138
Summer Off Peak kWhs 70,919 $0.058160 $0.058160 $4,125
Summer Shoulder Peak kWhs 6,728 $0.116318 $0.116318 $783
Winter On Peak kWhs 13,563 $0.126011 $0.126011 $1,709
Winter Off Peak kWhs 148,131 $0.043619 $0.043619 $2,099|.
TOTAL REVENUE $12,809 $12,809
. - $0
TOTAL R-0870F kWh 156,378 -
Cust 12 L
DISCOUNT -$3,521
70628
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;. TUCSON ELECTRIC POWER COMPANY ' .
LIFE LINE BUNDLED PROOF OF REVENUE
» TEST YEAR ENDED DECEMBER 31, 2006 Co
- PER SETTLEMENT - 6% OVERALL INCREASE .~
Adjusted Booked Total Adjusted - :
8iliing Revenue Proposed
Line No. Pricing Plan Determ{nanis Existing Rates Requirement - Proposed Rate. - . Revenue
RESIDENTIAL - LIFELINE MEDICAL LIFE SUPPORT -R08201AF (FROZEN) - ; -
1 Customers (Single-Phase) . S 18 $4.50 $4.90 $88]
2 Mid-Summer kWhs 4,677 $0.090920 $0.090920 ) 425
3 Remaining Summer kWhs 3,552 $0.074191 | $0.074191 264
4 Winter kWhs 5,981 ' $0.064440 $0.064440 385
5 TOTAL REVENUE $1,162 $1,162
6 - 80
7 TOTAL R-03201AF kWh - 14,210
8 Cust ’ .2
9 DISCOUNT -$320
RESIDENTIAL - LIFELINE SUMMARY
CUSTOMERS kWh DISCOUNT. Revenue
1 LIFE LINE ROt 203,452  160,599,213.00 $14.831,056 (1,976,117) "$12,854,940|
2 LIFE LINE R21 629 719,173.00 $66,277 (7.831) $48,446
3 LIFE LINE R70 1,522 1,473,899.00 $122,040 (18,271) $105,768
4 LIFE LINE R201A 690 833,777.00 $66,409 (7,491) $58,919
5 LIFE LINE R201B 38 48,030.00 $3.405 (348) $3,057,
6 Annuai Totals 206,331 163,674,092 $15,079,187 {2,008,058) $13,071,130
7 Average Monthly Ufeline Customers 17,194
8 TOTAL ANNUAL DISCOUNT {2,008,058) 2,008,058
9 TOTAL REVENUE INCLUDING DISCOUNT $13,071,130 $15,079,187} -
70628
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TUCSON ELECTRIC POWER COMPANY :
RESIDENTIAL BUNDLED PROOF OF REVENUE -
TEST YEAR ENDED DECEMBER 31, 2006 . :
PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted Booked " Total Adjusted o
. Bifling- e Revenue Proposed -
Pricing Plan - Determinants Existing Rates Requirement Proposed Rate Revenue
RESIDENTIAL- ROTN } : : .
Customers (Single-Phase) 3,899,485 $4.90 . . $7.00 $27,296,392
Customer (Three-Phase) 3.804 $12.26 ' : $13.00 49,452 |
[Summer ‘ o : '
1st 500 kWhs 845,371,595 $0.090921 $0.046925° 39,669,062
3,000 kwhs 1,283,575,006 ~ $0.080921 $0.068960 87,136,139 |
3,501 kWhs and above 37,355,185 - $0.090921 $0.088960 - 3.323,117
15t 500 kWhs 794,100,459 $0.078970 $0.047309 - 37,568,099
3,000 kWhs 533,236,566 $0.078970 $0.067309 : 35;591,620
3,501 kWhs and above 6,420,049 $0.078970 $0.087309 560,528 |
Revenue Delivery Charges ’ $231,494,079 $231,494,408] .
Fuel & Purchased Power : '
Summer ) 2.146,301,876 71,252,930 $0.033198 71,252,930
Winter 1,333,757,074. 34,274,889 $0.025698 34,274,889
TOTAL REVENUE $337,021,898 $337,022,227
. $329]
TOTAL R-01 - kWh 3,480,058,950
: Cust 325,274
|RESIDENTIAL WATER HEATING - R-02 {FROZEN) g .
Customers 28,728 $0.00 . S0 $0
First 100 kWh Charge 2,472,456 $7.85 ) $5.10 $146,513
Delivery, additional kWhs 2,788,089 $0.054358 $0.000000 -0
Delivery, additional kWhs 5,260,545 0.01729800 $90,907
Revenue Delivery Charges: $237,546 $237,510
Fuel & Purchased Power 5,260,545 154,913 $0.029448 154,913
TOTAL REVENUE $392,458 $0.029448 $392,422
Lo . . : -$36
TOTAL R-02 R ; - kwh 5,260.545
Cust
RESIDENTIAL TIME OF USE - R-21 (FROZEN) )
Customer Charge 33,883 $6.88 $7.00 - $237.181
Summer On Peak kWhs 12,261,237 $0.125413 ) $0.101271 1,241,708
Summer Off Peak kWhs 18,200,250 $0.050165 $0.021508 391,451
Winter On Peak kWhs 5,047,599 $0.099018 $0.073292 369,949
Winter Oft Peak kWhs 16,387,663 $0.050165 . $0.021508 352,466
Revenue Dellvery Charges 32,592,736 $2,592.754:
Fuel & Purchased Power :
Summer On Peak 12,261,237 852,273 $0.053198 652,273
Summer Off Peak 18,200,250 422,209 $0.023198 422,209
Winter On Peak 5,047,599 205,427 . $0.040698 205,427
Winter Off Peak 16,387,663 339,192 $0.020698 339,192
TOTAL REVENUE $4,211,838 $4,211,856
' v ' $18
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" TUCSON ELECTRIC POWER COMPANY o ¥
RESIDENTIAL BUNDLED PROOF OF REVENUE '
TEST YEAR ENDED DECEMBER 31, 2006
_ PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted Booked . .~ Total Adjusted- S
Blliing i B Revenue o Proposed
Determinants Existing Rates . Requirement _ Proposed Rate " . Revenue
TOTAL R-21 KWh 51896749 . oD e
- Cust o 2,824 ‘ o o C o s
|
\
O i
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Total Adjusted

ey

DECISION NC.

Billing S - Revenue : Proposed
Determinanis Existing Rates Requirement Proposed Rate Revenue
RESIDENTIAL TIME OF USE - R70F (FROZEN) . S S ‘
Customers ' S . 49,226 $6.78 $7.00 . $344,582
Summer-On Peak kWhs 6,828,127 $0.184171 $0.174747 1,193,195
Summer Off Peak kWhs - 28,424,608 $0.058160 $0.041176 : 1,170,412
Summer Shouider Peak kWhs 2,606,519 . '$0.116318 $0.102823 277,264
Winter On Peak kWhs 5,436,1 16 '$0.126011 $0.025762 140,045
Winter Off Peak kWhs 19,291,152 $0.043619 $0.023098 v 445,587
Revenus Delivery Charges $3,571.056 $3,571.085
Fuel & Purchased Power - . . .
Summer On Peak 6,828,127 380,313 $0.055698 ' 380,313
Summer Off Peak 28,424,608 659,394 $0.023198 659,394
Summer Shoulder Peak 2,696,519 129,967 ° - $0.048198 129,967
Winter On Peak 5,436,116 ‘221,239 ~ $0.040698 221,239
winter Off Peak - 19,291,152 399,288 $0,020698 399,288
TOTAL REVENUE S $5,361,257 ' $5,361,286
C : : . o $29
TOTAL R-70 © kWh 62,676,522
‘ Cust 4,102
SPECIAL RESIDETNIAL ELECTRIC SERVICE - R-201AF (FROZEN) N
Customers {Single-Phase) 85,448 $4.90 %700 $598,139
Mid-Summer kWhs - 29,875,657 $0.090920 .$0.066139 1,975,948
Remaining Summer kWhs 22,686,070 $0.074191 $0.044138 1,001,318
Winter kWhs 38,199,266 $0.064440 $0.033803 1,291,250
Revenue Delivery Charges : $4,866,841 - $4,866,653
Fuel & Purchased Power ) e
Mid and Remaining Summer 52,561,727 1.744,944 $0.033198 . 1,744,844
Winter 38,199,266 981.645 $0.025698 981,645 |
TOTAL REVENUE ‘ $7.593,230 $7,593,242
$12
TOTAL R-201A kWh 90,760.983
Cust 7,121
SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - R-201BF (FROZEN)

" |Customers . 6,315 $8.78 $7.00 $44,208
Mid-Summer On Peak kWhs 452,323 $0.184171 $0.166303 $75,223
Mid-Summer Off Peak kWhs 1,833,284 $0.058160 $0.0313085 $57.556
Mid-Summer Shoulder Peak kWhs 188,047 $0.116318 $0.093043 $17.310

‘IRemaining Summer On Peak kWhs 287,033 $0.146415 $0.124945 $35,863
Remaining Summer Off Peak kWhs 1167626 $0.046236 $0.018756 $21,800
Remaining Summer Shoulder Peak kWhs 109,262 $0.092473 50.067767 - $7.404
winter On Peak kWhs . ‘837,667 $0.100179 50;075935 $63.808
Winter Off Peak kWhs. 2,667,167 $0.034673 $0.006499 $17.334

70628
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TUCSDN ELECTRIC POWER COMPANY - - - ‘
" RESIDENTIAL BUNDLED PROOF OF REVENUE ‘
TEST YEAR ENDED DECEMBER 31, 2006
PER SETTLEMENT - 6% ’OVEBALL INCREASE -
Adjusted Booked - Total Adjusted
. Billing L . Revenue Proposed
Determinants - Existing Rales Requirement Proposed Rate Revenue
Revenue Delivery Charges $340,403 $340,407
Fuel & Purchased Power . . o 5
Mid and Remaining On Peak 739,358 41,181 $0.055698 41,181
Mid and Remaining Off Peak . 3,000,810 . 69,615 $0.023198 69,615
Mid and Remaining Summer Shoulder Peak 295,309 - 14,233 v $0.048198 14,233
Winter On Peak 837,667 34,091 $0.040698 34,091
Winter Off Peak 2,667,167 55,205 $0.020698 55,205
TOTAL REVENUE $554,729 $554,732
$3
TOTAL R-201B kWh 7,540,408 '
Cust 526 -
SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - Hi201C (FROZEN)
Customers s ' 2,560 $6.78 $7.00 $17.921
Mid-Summaer On Peak kWhs 134,707 $0.1B4171_ $0.161981 $21,820
Mid-Summer Off Peak kWhs 584,771 $0.058160 $0.028409 $16,897
Mid-Summer Shoulder Peak kWhs 60,391 $0.116318 $0.090057 $5,439
Remaining Summer On Peak kWhs 95,071 $0.137207 . $0.112200 $10,687
Remalning Summer Off Peak kWhs 446,087 $0.043328 $0.012688 $5,660
Remalning Summer Shoulder Peak kWhs 44,054 $0.086658 ' $0.058618 52,582
winter On Peak kWhs 266,218 . $0.093879 ' $0.066272 $17,643
Winter Off Peak kWhs 842,833 $0.032491 '$0.001201 $1,012
Revenue Delivery Charges $99.838 $99,640
Fuel & Purchased Power ) .
Mid-Sufmmer On Peak - 229,778 12,798 $0.055698 12,798
Mid-Summer Off Peak 1,040,837 24,145 $0.023198 24,145
Mid-Summer Shoulder Peak 104,445 5,034 -~ $0.048198 5,034
Winter On Peak /266,218 10,835 $0.040698 10.835
 |Winter Off Peak 842,833 17,445 $0.020698 17 445
TOTAL REVENUE $169,895 : $1683,897
_ : $2
TOTAL R-201C kWh* : 2,484,111
: Cust 213
RESIDENTIAL SUMMARY
TOTAL RESIDENTIAL REVENUE $368,376,435 $368,378,793
4 N ————————— 3 4
TOTAL RESIDENTIAL KWHS 3,864,352,371 )
TOTAL RESIDENTIAL CUSTOMERS 357,254 8357
70628
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TUCSON ELECTRIC POWER COMPANY .
GENERAL SERVICE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006
,PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted Total Adjusted - :
Booked Blling . Existing .. Revenue Proposed
Line No. Pricing Plan . ' Determinants Rates Requirement: Proposed Rate - Revenue
[sMALL GENERAL SERVICE - GS-10 B . ' )

1 Customers (Single-Phase) 200,229 $5.88° $8.00 $1,601,834} .
2 Customer (Three-Phase) 192,377 $13.24 $14.00 $2,693,280]
3 |Energy First 3400 kWh per month 287,747,871  $0.113695 ~ : .
4 1st 500 kWhs 80,994,098 $0.100343 $0.056236 84,554,784
5 all remaining kWhs 942,438,232 $0.100343 $0.085145 $80,243,903

" |Winter ‘ : . ' o
7 1st 500 kWhs 78,781816 $0.093772 " 50.051252 $4,037,715
8 all remaining kWhs - 661,228,028 $0.093772 $0.080145 $52,994,120
9 Revenue Delivery Charges $146,125,228 $146,125,638
Fuel & Purchased Power : . : : .
10 - [Summer . 1,023,432,330 32,289.290 $0.031550 32,289,290
11 Winter 740,009,644 17,924,514 $0.024222 17,924,514
12 |TOTAL REVENUE $196,339,032 $196,339,441
13 : . $409
14 |TOTAL GS-10 . kwWh 1,763,441,974 :
15 ) Cust 32,717
SMALL GENERAL SERVICE - PRS-10 - CONTRACT
16 Revenue Delivery Charges ) $23,154 ) $23,154
17 {Fuel & Purchased Power 211,780 6.084 0.028730 6,084
18 :

" 19 |TOTAL REVENUE $29,239 - $29,239
20 $0
21 TOTAL PRS-10 kWh 211,780 ’

22 Cust 1
GENERAL SERVICE MOBILE HOME PARKS GS-11 (FROZEN]} : :

- 23 Customers (Single-Phase) 3,948 $5.88 $8.00 - $31.584
24  |Cusiomer {Three-Phase) 336 $13.24 $14.00 4,704
25 Energy Summer 33,529,185 $0.090921 $0.067290 2,256,180
26 Energy Winter 28,803,344 $0.079870 $0.052751 1,413,903
27  |Revenue Delivery Charges ) $3,705,988 $3,706,371
28
29 Fuel & Purchased Power 60,332,539 1,733,354 $0.0287300 1.733,354
30 1st 100 kWhs 28,728 $5,439,342 $5,439,725
31 : : $383
32 [TOTAL GS-1 © - KWh 60,332,539
a3 Cust 357
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TUCSON ELECTRIC POWER COMPANY : I
GENERAL SERVICE BUNDLED PROOF OF REVENUE '
TEST YEAR ENDED DECEMBER 31,2006 .
PER SETTLEMENT - 6% OVERALL INCREASE
' Adjusted Total Adjusted o
" Booked Biiling Existing Revenue . Proposed
Determinants Rates " Requirement Proposed Rate Revenue
GENERAL SERVICE TIME OF USE - GS-76 - (FROZEN)
Customers (Single-Phase) IR : © 4203 $6.78 $8.00 - . §$33,627
Customer (Three-Phase) 7473 $14.14 ' $14.00 ° 104,617
Summer On-Peak 11,988,862 = $0.222943 $0.207220 2,483,918
Summer Off-Peak .59,438,241  $0.067853 ' $0.042825 2,545,443
Summer Shoulder Peak 14224622 $0.140551 - $0.119884 * 506,485
|winter On Peak 13,067.365  $0.150244 $0.130159 1,700,835
Winter Off Peak 48,010,642 $0.053312 $0.027411 1,316,020
- |Revenue Delivery Charges $8,690,880 : $8,690,923
Fuel & Purchased Power | 138,727,732 :
Summer On-Peak 16,211,484 909,837 $0.056123 909,837
Summer Ofi-Peak 50,438,241 1,404,110 $0.023623 1,404,110
Winter On Peak 13,067,365 507,131 $0.038809 507,131
winter Off Peak 48,010,642 903,032 $0.018809 903,032 |
TOTAL REVENUE $12,414,990 $12,415,034
$43
TOTAL GS-76 KWh - 136,727,732 '
Cust 973
INTERRUPTIBLE AGRICULTURAL PUMPING GS-31
Summer - all Kwhs - 11,457,973 $0.051500 $0.025700 $294,470
winter - all kWhs 4,738,919 $0.050208 $0.024205 $114,706
Revenua Defivery Charges ’ $408,574 B " $409,175
Fuel & Purchased Power 16,196,892 465,337 $0.028730 465,337
TOTAL REVENUE $873,911 $874,512
’ $601
TOTAL GS-31 kWh . 16.196,892
Cust 42
LARGE GENERAL SERVICE - GS-13
Customer Charge 7,200 $1675.88 371.880 $2,677,536
Summer Demand 720,000 $0.00 10.352 $7.453,440
Winter Demand 720,000 '$0.00 10.352 £7.453,440
Summer Demand All Additional kW 916,524 $6.52 10.352 $9,487,856
Winter Demand All Additional kW 916,524 $6.52 10.352 $9,487,856
Summer kWhs 693,084,147  $0.063744 0.025656 $17.781,787
Winter kWhs 511,143,990  $0.0680556 0.023910 $12,221,453
Revenue Delivery Charges ' T $66,562,476 T $66.563,349)|
Fuel & Purchased Power 1,836,524
Summer 683,084,147 1,636,524 22,562,661 © 0.032554 22,562,661
Winter 511,143990 12.806.202 0.025054 12,808,202
TOTAL REVENUE ' $101,931,338 . $101,932,211

o 70628
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TUCSON ELECTRIC POWER COMPANY
GENERAL SERVICE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006
'PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted - Total Adjusted
Booked Billing~ . Existing Revenue : Proposed
Determinants :~ Rates - Requirement Proposed Rate Revenue.
: _ : $873
~ITOTAL GS-13 kWh 1,204,228,137 - .
Cust ' 600
PRS-13 - CONTRACT . |
‘[Revenue Deiivery Charges . $577,959 $577.959,
Fuel & Purchased Power 4,759,183 136,732 . - ' 0.028730 136,732
TOTAL REVENUE ] $714,690 $714,690
‘[roraLpPRsa3. kWh 4,758,193
Cust, 2

DECISION NO.
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S e . o Page 18 0f 25
. TUCSON ELECTRIC POWER COMPANY , AR
: 'GENE_RAL SERVICE BUNDLED PROOF OF REVENUE
TEST YEAR ENDED DECEMBER 31, 2006
- PER SETTLEMENT - 6% OVERALL INCREASE
Adjusted .- - o Totat Adjusted - . R
: R Booked Bilting _ Exlsting Revenue o Proposed
Une No. Pricing Plan ‘ ' & .~ Determinants Rates - Requirement ~ Proposed Rate .~ Revenue
. LARGE GENERAL SERVICE TIME OF USE - GS-85AF - FROZEN . . ) !’ ]
1 |Customers = o R 14 598.01 . . .. 371.880 - $138,338
2 |Summer On-peak Demand o 36,000 . - $7.50 . S 7850 . $286,200
3 |Summer Off-peak Demand o : S agTs o
4 Summer Shoulder-peak Demand i AR 5.258 : -
5  |Winter On-peak Demand a © 36,000 . $4.96 v : - 5.258 ' §189,274
6  |winter Ofi-peak Demand ) , S 2,628 '
7 Summer Demand All Additional kW : 21,140 $7.50 ' ’ 7.950 $168,086
B Winter Demand All Additional kW ’ 11,970 $4.96 ’ 5.258 $62,840
ISummer . . : . .
9 On Peak kWhs 6,151,695 ~ $0.069587 . ' 0.053290 $327,824
10 Off Peak kWhs 29,592,895 $0.061746 0.036667 $1.085,083
11 Shoulder Peak kWhs 2,126,538 $0.065667 0.044980 $95.652
Winter ; . -
12 On Peak kWhs 5,802,304 $0.065667 0.044980 . $260,988
13 Off Peak kWhs . ' 22,212,312 $0.057828 ~ 0.028356 $629,852
14 Revenue Delivery Charges : $3,244,455 . $3,244,217
Fuel & Purchased Power : i ]
15 Summer On Peak kWhs 8,278,232 467,323 0.056452 467,323
16 Summer Off Peak kWhs 29,592.895 708,809 0.023952 - 708,809
17 Winter On Peak kWhs . o 5,802,304 ) 228,268 ' 0.039341 L 228,268
18  |Winter Off Peak kWhs ] 22,212,312 429,608 0.019341 429,508
19 TOTAL REVENUE ) : $5,078,464 $5,078,225
20 ' . -$239,
21 TOTAL GS-B5A kWh 65,885,743 o
22 Cust 31
t ARGE GENERAL SERVICE TIME OF USE FROZEN - GS-85F - FROZEN oo
23 Customers . } 240 | 394.60 $371.880 $89,251
24 Summer On-peak Demand | 24,000 $16.34 " $17.320 $415,680] -
25  |summer Ofi-peak Demand $8.660
26 {Summer Shoulder-peak Demand . . $11.455
27 Winter On-peak Demand : : 24,000 $9.10 $0.648 - $231,504
28  |Winter Ofi-peak Demand ) $4.823
29 - |Summer Demand All Additional kW i 38,047 $16.34 $17.320 $624.348
30 Winter Demand Al Additional kW . 23,889 $£9.10 o $9.6846 $230,433
umme; . :
k3l On Peak kWh ' 5,748,531 $0.104973 $0.083765 $481.5286
32 Oftf Peak kWhs 27,935,990 $0.031320 $0.005693 $159,040
a3 Shoulder Peak kWhs o 1,956,514 $0.076808 . ‘, $0.053910 $105,476
Winter . ) ) _
34 |On Peak kWhs . o , 5,677,051 $0.076808 © . $0.053910 $306,050
- 35 Off Peak kWhs 21,277,580 $0.031320 $0.005693 . $121,133
36 Revenue Delivery Charges ' : ) $2,764,585 $2.7684 441
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TUCSON ELECTRIC POWER COMPANY
GENERAL SERVICE BUNDLED PROOF OF REVENUE .
TEST YEAR ENDED DECEMBER 31, 2006
'PEH SETTLEMENT - 6% OVERALL INCREASE .
Adjusted Total Adjusted

Booked Billing = Existing Revenue Proposed

Determinants Rates - Requirement Proposed Rate Revenue
Fuel & Purchased Power_ R : .
Summer On Peak kWhs 7,705,045 434,985 $0.056452 - 434,965
Summer Off Peak kWhs 27,935,990 669,123 $0.023952 669,123
Winter On Peak kWhs 5,677,051 223,341 $0.039341 223,341
Winter Off Peak kWhs 21,277,580 - 411,530 $0.019341 411,530
TOTAL REVENUE $4,503,544 $4,503,400

. : : : . -$144
|TOTAL GS-85F ‘ kWh 62,595,668 ~ 0.140150.
S Cust .20 - :

TOTAL GENERAL SERVICE REVENUE . $327,324,550 $327,326,477|
TOTAL GENERAL SERVICE KWHS 3,314,379,658 : e
TOTAL GENERAL SERVICE CUSTOMERS 34,743

70628
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: Page 20 of 25
TUCSON ELECTHIC POWER COMPANY T -
LAF!GE LIGHT & POWER SEHVICE BUNDLED PROOF ‘OF. REVENUE “ '
) TEST YEAR ENDED DECEMBER 31, 2006 -
PER SETTLEMENT 6% OVERALL INCREASE
o Ad]usted : ~ Total Adjusted S
Booked Billing  Existing " Revenue . ~ Proposed
" Determinants . Rates Requirement Proposed Rate Revenue
LARGE LIGHT AND POWER - LLP- 14 - C ' .
‘{Customer Charge 96 0.00 500.00 $48,000
Demand - 781,110 $9.97 - 16.155 $12,618.839
Demand - 542,806 $9.97 16.155 - $8.769,024
Summer kWhs 330,927,434  $0.046001 0.000433 ' $143,202
Witner kWhs - , 283,169,858  $0.043701 0.000433 $122,613
Revenue Delivery Charges - $21,701,502 $21,701,767
Fuel & Purchased Power , _ :
Summer ’ 330,927,434 10,780,623 0.032577 10,780,623
Winter 283,169.858 7,101,051 0.025077 7,101,051
TOTAL REVENUE $39,583,175 $39,583,441
$265
TOTAL LLP-14 kWh £14,097.291
Cust 8
PRS-14 - CONTRACT
Revenue Delivery Charges $5.297,811 $5,297,811
Fuel & Purchased Power 93,605,189 - 2,584,439 0.027610 2,584,439
TOTAL REVENUE 37,882,251 $7,882,251
- - %0
TOTAL PRS-14 kWh 93,605,189
Cust 1

1
DECISION NO.
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TUCSON ELECTRIC FOWER COMPANY : .
LARGE LIGHT & POWER SERVICE BUNDLED PROOF OF REVENUE ' '
" TEST YEAR ENDED DECEMBER 31, 2006 '
PER SETTLEMENT - 6% OVERALL INCREASE

Adjusted Total Adjusted

s : _Booked Billing - Existing Revenue o Proposed
Line No. Pricing Plan co . . Determinants - Rales Requirement Proposed Rate Revenue
LARGE LIGHT AND POWER TIME OF USE - LLP-30A - FROZEN _ - ] - _
1 |Customer Charge - ’ NS 12 S - 50000 - . $6,000
2" |Summer On Peak kW - - 41,718 $10.95 _ 25581 - $1,067,188
3 Summer Off Peak kW . : ) : S 10,581 ’
4 |Summer Shoulder Peak kW N . : - 18,081
5  |Winter On Peak kW o : 41,369 $8.99 ' - 21.581°. ~ ~ $892,7B4
6 |Winter Of Peak kW ; ' , ‘ 10,581 -
7  {Summer On Peak kWhs ) 4,368,214 ~ $0.058806 ' o 0.006203 $27,095
8 . |Summer Oft Peak kWhs 25,419,192 $0.041654 0.006203 " . $157,667
9 Summer Shoulder Peak kWhs 1,744,779 . $0.049005 : 0.006203 $10,822] -
10 |Witner On Peak kWhs 5,896,039 $0.058806 0.006203 $36.571
11 |Winter Off Peak kWhs : 25,100,381 $0.041854 0.006203 $155,690] -
12 Revanue Delivery Charges ) $2,353,318 - i $2,353,818
Fuel & Purchased Power
13 |Summer On Peak kWhs 8,112,993 323,885 0.052983 323,885
14 |Summer Off Peak kWhs o 25,419,192 520,661 0.020483 520,661
15 |Winter On Peak kWhs 5,896,039 210,035 0.035623 210,035
18  |Winer Off Peak kWhs 25,100,381 - 392,143 0.015623 392,143
17  |TOTAL REVENUE , $3,800,042 $3,800,542
18 . ' $500
19 |[TOTAL LLP-90A kWh  B82,528,804.78 ' :
20 Cust 1
LARGE LIGHT AND POWER TIME OF USE FROZEN LLP-90F - FROZEN
21 |CustomerCharge ' 48 ' 500,000 . $24,000
22  |Summer On Peak kW 150,508 $20.34 25702 $3,868,305
23 |Summer Off Peak kW ' 13.202
24 |Summer Shoulder Peak kW : ' 19.452
25" |Winter On Peak kW : 133,207 $10.73 21.702 $2,890,858
26 Winter Off Peak kW 9.202
27 Summer On Peak kWhs 15,169,458 $0.083541 . 0.000433 $6,568
28 |Summer Off Peak kWhs ‘ 77,504,261  $0.028002 , 0.000433 $33,559
29 {Summer Shoulder Peak kWhs : 5,686,028  $0.042003 0.000433 $2,462
30 {WitnerOn Peak kWhs ~ - 18,976,026  $0.042003 0.000433 $7.351
31 |Winter Of Peak kWhs 53,378,144  $0.028002 0.000433 $27,443
‘36 Revenue Delivery Charges $6,860,727 $6,860,547
Fuel & Purchased Power
36 - |Summer On Peak kWhs 20,855,486 1,104,968 0.052983 1,104,986
37  |Summer Off Peak kWhs 77,504,261 1,587,520 0.020483 1,587,520
38  |Winter On Peak kWhs 16,978,026 604,737 '0.035623 604,737
33 |Witner Off Peak kWhs 63,378,144 990,157 0.015623 990,157
40 [TOTAL REVENUE , $11,146,126 $11,147,946
4 ‘ v _ : -$180
70628 -

~DECISION RO




Line No. Pricing Pian

a2
43

45
46

DOCKET NO. E-01933A-07-0402 ET AL

- Settlement Exhibit No. 3

. AT Page 22 0of 25 .
TUCSON ELECTRIC POWER COMPANY _ .
LARGE LIGHT & POWER SERVICE BUNDLED PROOF OF REVENUE s
. TEST YEAR ENDED DECEMBER 31, 2006
PER SETTLEMENT - 6% QVERALL INCREASE
Adjusted " Total Adjusted
Booked Billing = Existing Revenue Proposed
Determinants Rates Requirement Proposed Rate = Revenue
TOTAL LLP-90F KWh 178713918
Cust 4
TOTAL LARGE LIGHT AND POWER SERVICE REVENUE o : $62,413,594 $62,414,179
: vm —— ———— ——— .
TOTAL LARGE LIGHT AND POWER KWHS 948,945,003 :
TOTAL LARGE LIGHT AND POWER CUSTOMERS - 14

DEC
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, : Page 23 of 25
v TUCSON ELECTRIC POWER COMPANY = '
_PUBLIC AUTHORITY SERVICE BUNDLED PROOF OF REVENUE -
| TEST YEAR ENDED DECEMBER 31, 2006
| PER SETTLEMENT - 6% OVERALL INCREASE
| . B S .
|
|
| . ‘ _ ; . - Adjusted ' Yotal Adjusted v
| ’ ’ . o ) Booked Billing. - Existing Revenue S Proposed
Line No. Pricing Plan L - : Dsterminants - Rates Requirement Proposed Rate Revenue
: MUNICIPAL SERVICE PS-40 . }
1 Energy kWh Summer g . 58,667,833  $0.082463 $0.057530000 $3,375.160
“ 2 |Energy kWh Winter ' - 42,694,636 $0.078340 ' * $0.053158000 2,269,604
3 |Revenue Deifivery Charges ' S _ ’ $5,644,692 o $5,644,765
4 Fuel & Purchased Power ) . . : i )
5 Summer ) v ! ‘ : 58,667,833 ) 1‘,891 744 $0.032245000 . 1,891,744
6 Winter : 42,694,636 - 1,056,479 $0.024745000 1,056,479
7 TOTAL REVENUE ) ) $8,592,915 $8,592,988
$73
8 {TOTAL PS-40 : © KWh 101,362,469
] Cust } ) 3
" |MUNICIPAL WATER PUMPING PS-43 : o : . : -
10 Energy kWh Summer : 33,365,680 $0.082463 $0.060347000 $2,013,518
11 Energy kWh Winter : : 25,062,900  $0.078340 . } $0.055731000 1,396,780
12 PS-45&46 interruptible Service . [ )
13 _ |Energy kWh Summer o 35,724,522 $0.051500 : $0.027281000 974,601
14  }Energy kWh Winter e . ) 29,743,473 © $0.050208 : $0.02591 1000 770,683
15 Revenue Delivery Charges . . $5,155,606 $5,155,583
16 Fuel & Purchased Powser ’ :
17  |Energy kWh Summer . ‘ 33,365,680 : 996,566 - $0.029868000 - - 996,566
18 Energy kWh Winter : : 25,062,900 . ' 560,607 .- $0.022368000 560,607
19 PS-45&46 Interruptible Service : o )
20 Energy kWh Summer : 35,724,522 : 1,067,020 $0.029868000 1,067,020
21 Energy kWh Winter : 29,743,473 ) . 665,302 $0.022368000 665,302
22 TOTAL REVENUE : . $8,445,101 $8,445,078
23 ) . ; . : . -$23
24 TOTAL PS-43 . kWh ' 123,896,575 CL
) : Cust . 32
25 TOTAL PA SERVICE REVENUE $17,038,015 . $17,038,066
26 TOTAL PA SERVICE KWHS - 225,259,044

|
|
27 |TOTAL PA SERVICE CUSTOMERS . 35
|
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) Total Adjusted o
. - . . . - Booked Billing  Existing . Revenue . Proposed
tine No. Pricing Plan ’ 3 . . - Determinamts Rates . Requirement - Proposed Rate ' -~ Revenue

TRAFFIC SIGNALS AND STREET LIGHTING PS-41&47 .
1 Deliver Charge ’ , , 33,727,523 $0.067861 o
2 Revenue Delivery Charges : : $1,533,200 $0.045505 11,534,771
3 Fuel & Purchased Power o . 33,727,523 870,743 $0.025817 870,743
4 |TOTALREVENUE ' ,
5 . $2,403,843 $2,405,514
6 kWh 33,727,523 $1,571
7 Cust - B

LIGHTING PS-50, PS-51, and PS-52 | SALES ANNUAL UNITS
8 Per 100 Watt : 3,615,724 120,300 $11.26 $889,979 -$7.390 $889,017
9 |Per2sowatt 1,456,208 18,380 $16.90 $215,187 $11.092 $214,963
10 Per 400 Watt 2,112,088 17,568 $26.07 $300,912 $17.110 . $300,588
11 Per One Pole : 3,960 $3.93 $10.225 $2.582 . $10,225
12 Underground Service ) 47,892 $21.33 $671,165 $14.014 $671,158
13 |S50H -new _ 8,331 504 $11.26 $3,729 $7.3%0 . $3,725 -
14 55P -new ) ) 18,250 1,104 $11.28 $8,167 $7.380 $8,158
15 55UG  -new : 24,994 1,512 $11.26 $11,186 $7.390" $11,174
16 70UG  -new . 52,009 2,472 $11.26 $18,288 $7.390 $18,268
17 7,287,604 214,692 - ’
18 Revenue Délivery Charges $2,128,837 2,127,277
18 :
20 Fuel & Purchased Power 188.144 0.025817 188,144
21 C .
22 TOTAL REVENUE $2,316,981 $2,315,421

) . -$1,560
23 LIGHTING P$-50, PS-51, and PS-52 . kWh 7,287,604
24 Cust ) - 18
25 Hours 301
LIGHTING SERVICE SUMMARY . .
26 TOTAL LIGHTING SERVICE REVENUE $4,720,924 $4,720,935
27 TOTAL LIGHTING SERVICE REVENUE KWHS ' 41,015,127
28 TOTAL LIGHTING SERVICE CUSTOMERS 26
70628
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S Per o
Customer - TOTALS/ TOTAL
Rate Month  CUSTOME ANNUAL
increase Fuel&PP R REVENUE
5.03%
0.776000 8.168 982,370
1.840000 13.032 252,560
3.104000 20.214 355,120
2.582 10,225
14.014 671,158
0.427000 7.817 3,940
0.427000 7.817 8.630
0.427000 - . 7817 11,819
0.543000 7.933 19,610
0
-28.5%

DOCKET NO. E-01933A-07-0402 ET AL.

- Settlement Exhibit No. 3 .
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DOCKET NO. E-01933A-07-0402 ET AL.

Settlément Exhiblt No. 5

1ol7
TUCSON ELECTRIC POWER COMPARY :
Comparison of Present and Proposed Depreciation Accrual Rates
Present New
Rem.  : Fut. Net Accrual Avg. Rem. Net Reserve . Accrual
Account Description Life Salvage Rate Life Life Salvage Ratio Rate
Local Generation
STEAM PRODUCTION (by Unlt) -
{Sundt Unit 1 ) : Tt
311.00  Structures and Improvements 0.58% -21.81 34.7% . 74.15% 2.78%
312.00 Boiler Plant Equipment 2.19% 21.84 . -34.9% 61.42% 3.36%
314.00 . Turbogenerator Units 0.65% 21.81 34.7%  74.11%  .2.78%
315.00  Accessory Electric Equipment 1.00% 21.82 ~ -34.8% . 65.24% 3.19%
316.00 Miscellaneous Power Plant Equipment - 2.30% 21.83 -34.8%  58.63%  3.49%
317.00 Asset Retirement Costs :

Total Sundt Unlt 1 1.63% 21.83 -34.8% 66.37% 3.13%
Sundt Unit2 . S R
311.00 Structures and improvements '0.62% 23.68 -34.5% - 67.87%‘ 2.81%|
312.00 Boifer Plant Equipment 2.45% 2371 -34.6%  50.15% 3.56%
314.00  Turbogenerator Units 0.94% -23.68 -345%  68.32%  27%%
315.00 Accessory Electric Equipment 1.34% 23.71 -34.6%  52.93% 3.44%
316.00 Miscellaneous Power Plant Equipment 2.77% 23.72 -34.6% 41.76% 3.91%
317.00  Asset Retirement Costs ' ] ' . :

Total Sundt Unit 2 1.81% 23.70 -34.6%  56.78% 3.28%
Sundt Unit 3 ‘ C
311.00 Structures and improvements 0.68% 24.61 -344%  78.78% 2.26%] .
312.00 Boiler. Plant Equipment 1.24% 2464  -34.5%  64.72% 2.83%
314.00 Turbogenerator. Units 1.91% 24.65 -34.5% 52.69% 3.32%
315.00 Accessory Electric Equipment 3.06% 24.67  -34.6% 33.83% °  4.08%
316.00 Miscelianeous Power Plant Equipment 2.11% 24.64 -34.5% 80.70% . 3.00%
317.00 Asset Retirement Costs 24.68 5.56% 3.83%

Total Sundt Unit 3 1.84% . 24,65 -M4.1%  53.71% 3.26%

Sundt Unit 4 ' . :
311.00 Structures and Improvements 9.36% 4,47 -36.6% 40.75% 21.44%
312.00 Boiier Plant Equipment 13.20% 4.47 . -36.6% 35.99%. 22.51%
314.00 Turbogenerator Units 11.41% 4.47 -36.6% ~ 34.32% 22.88%
315.00 Accessory Electric Equipment 7.35% 4.47 -38.6%  49.36% 19.52%
316.00 Miscellaneous Power Plant Equipment 11.06% - 4,47 -36.6% 38.69% 22.35%
317.00 Asset Retirement Costs : ) : e

Total Sundt Unit 4 ‘ 12.27% 4.47 -38.6% - 35.81% 22.55%
Sundt Coal Conversion » _ '

311.00 Structures and Improvements 3.58% 4.47 -36.6% 81.31% -12.37%
312.00 Boiler Plant Equipment 3.76% 4.47 -36.6% 80.86% 12.47%
314.00  Turbogenerator Units 3.51% 4.47 -36.6%  81.65%  12.29%
315.00 Accessory Electric Equipment 5.27% 4.47 -36.6%  75.12%  13.75%
316.00 Miscsllaneous Power Plant Equipment 3.40% 4.47 -36.6% 81.65% 12.29%
317,00  Asset Retirement Costs

Total Sundt Coal Conversion 3.90% 4.47 -36.6% 80.30%  12.60%
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TUCSON ELECTRIC POWER COMPANY
Companson ol Present and Proposed Deprectahon Accrual Rates
Present y New .
. . } Rem. Fut. Net  Accrual Avg. . Rem. Net Reserve - Accrual |
Account Description . Life - “Salvage .. Rate | Life - Ufe .~ Salvage Ratio Rate
Sundt Coal Handling ) I . . - . :
311.00 Structures and improvements . co R Lo : . L
31200  Boiler Plant Equipment ) . C - Ny 19.22% ST 44T -36.6% 6.99%  29.00%} :
314.00  Turbogenerator Units I O " o S Lo B
315.00 Accessory Eleclric Equipment ’ . . 1.30%} | . - 4.47 +36.6% 3.92% 29.68%
316.00 Miscellaneous Power Plant Eqmpment : ‘ : C -
317.00 Asset Retirement Costs ; . _ )
Total Sundt Coal Handling : . . 15.84% . 447  -36.6% 6.41% 29.13%
OTHER PRODUCTION (by Unit)
DeMoss Petrie Gas Unlt 1 . :
341.00 Structures and Improvements 1. : : 2.18% A 3752  -27.9%  13.08% 3.06%
342.00 Fuel Holders and Accessories - 2.18% - 37.52 -27.9% - 13.08% 3.06%
343.00  Prime Movers -
344.00 Generators . : 2.18% 3752 = -27.9% 13.08%  3.06%
345.00 Accessory Electric Equipment ) k : 2.18% ' 3752  -27.8% 13.08% 3.06%
346.00 Miscellaneous Power Plant Equipment 2.28% 37.563 -27.9% 10.71% 3.12%
Total DeMoss Petrle Gas Unit 1 : 2.18%{ | 37.52 - -27.9% 13.06% 3.06%
Sundt Gas Unit 1 . ) ’ :
341.00 Structures and Improvements ‘ : : 0.07% ‘ 10.36 -30.2% 87.27% 4.14%
342.00 Fuei Holders and Accessories ) < . 4,14% 10.36 -30.2%  64.00% 6.39%
343.00 Prime Movers . 0.07% . 10.38 -30.2% 47.37% 8.00%
34400  Generators _ 0.57%| . 1035 -302% 04.65% 3.43%
345.00 Accessory Electric Equipment X 1.04% 10.36 -30.2% 87.86% 4.00%]} .
346.00 Miscellaneous Power Plant Equipment : 0.07% 10.35 " -30.2% 105.09% 2.43%
Total Sundt Gas Unit 1 0.65% 10.35 -30.2%  92.97% 3.59%
Sundt Gag Unit 2 : -
341.00 Structures and improvements o 0.76% ) 10.36 -30.2% 83.57% 4.50%
342.00 Fuel Holders and Accessories 4.44% ) 10.36 -30.2% 61.30% 6.65%
343.00 Prime Movers - 0.77% 20 10.36 -30.2%  45.37% 8.19%
344.00 Generators ' 1.34% 10.36 -30.2% 86.30% 4.24%
345.00 Accessory Electric Equipment : ) 2.16% 10.36 -30.2% 79.66% 4.88%
346.00 - Miscellansous Power Plant Equipment ) 0.76% 10.35 -30.2% 99.99% '2.92%
Total Sundt Gas Unit 2 : : © 1.46% 10.36 -30.2% 84.73% - 4.39%
North Loop Gas Unit 1 :
341.00 Structures and improvements S . 4.10% 10.36 - -30.2% 60.62% 6.72%
342.00 Fuel Holders and Accessories ) } )
343.00 Prime Movers : 2.09% 10.36 -30.2% = 45.63% B.16%
344.00 Generators : 1.20% - 10,38 -30.2% 85.80% 4.29%
345.00 Accessory Electric Equipment i 3.67% : ~10.36 -30.2% 64.49% 6.34%
346.00 Miscellaneous Power Plant Equipment ) 4.21% 10.36 = -30.2% 682.10% 6.57%
Total North Loop Gas Unit1 . 1.98% - 10.36 -30.2%  78.77% 4.97%
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TUCSON ELECTRIC POWER COMPANY
Comparison of Present and Proposed Depreciation Accrual Rates
Present New
" Rem. Fut. Net-  Accrual Avg. Rem. Net . Reserve Accrual
Account Description Life Salvage Rate Life Life Salvage - Ratio Rate
North Loop Gas Un : X . N '
341.00  Structures and Improvements 1.26% 1035 -10.7%  76.04%  3.35%
342.00 - Fuel Holders and Accessories ] ' ] -
343.00 Prime Movers 1.83% 10.36 -30.2% 46.27% 8.10%
344.00 Generators - 0.69%| 10.35 -30.2% - 93.72% 3.52%|
345.00 Accessory Electric Equipment 1.82% - 10.36 -30.2% - B0.78% 4.77%
346.00 Miscellaneous Power Plant Equipment 0.01% 10.35 -30.2%  103.64% 2.57%
Total North Loop Gas Unit 2. 0.84% - 10.35 -29.3% . 90.89% 3.70%
North Loop Gas Unit 3 S AR
341 00 Structures and Improvernents 1.25% 10.35 -30.2% . 87.02% 4.17%
342.00 - Fuel Holders and Accessories . S ) : .
343.00  Prime Movers | 2.63% 1036  -30.2%  45.02%  8.22%|.
|344.00  Generators 0.75% 10.35 - -30.2%  92.41% 3.65%
345.00 Accessory Electric Equipment 1.85% 10.36 -30.2% - 78.70% 4.97%
346.00 - Miscelianeous Power Plant Equipment 0.01% 10.35 -30.2% - 100.84% _ 2.84%
~Total North Loop Gas Unit3 0.91% 1035 - -30.2% B9.97% 3.89%} "
North Loop Gas Unit 4 . -
341.00 Structures and Improvements 2.27% 37.53 . . -27.9% - 16.26% 2.97%
342.00 .. Fuel Holders and Accessones 2.20% -~ 37.52 -27.9% -11.87% 3.09%
343.00 Prime Movers ) : : B
344.00 . - Generalors ~2.19% 37.52 -27.9% 12.83% 3.07%
345.00  “Accessory Electric Equipment 2.20% 37.52 -27.9% . 15.37% 3.00%
|346.00 . Misceltaneous Power Plant Equipment 2.19% 37.52  -27.9% _ 20.88% 2.85%
. Total North Loop Gas Unit4 2.19% 37.52 -27.9%  13.04% 3.06%
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TUCSON ELECTRIC POWEH COMPANY . § s
) Companson of Present and Proposed Depreclaﬂon Accrual Rates
Present New
Lo : Rem. Fut. Net  Accrual ‘Avg. ©  Rem. ' Net Reserve  Accrual
Account Description Life - Salvage Rate Life  Life Salvage Ratio _Rate
» ‘ Non Local Generation .
STEAM PRODUCTION (by Unit)
Four Corners Unit 4
310.00 . Rights-of-Way : : ARRTI L :
311.00 Structures and Improvements 26.50 0.80% 237 -40,5% . B4.84% 2.35%
312.00 Boiter Plant Equipment 28.51 0.68% 23.71 -40.6%  B82.51% 2.45%
314.00  Turbogenerator Units 26.50 0.66% 23.72 -40.6%  70.72%  2.95%|.
315.00  Accessory Electric Equipment 26.47 0.43% 23.68 -40.5% - 103.54% 1.56%
316.00 Miscellaneous Power Plant Equipment 26.53 1.81% 23.73 -40.6% 51.29% 3.76%
317.00  Asset Retirement Cost 26.47 0.41% 23.87 76.88% 0.97%
Total Four Corners Unlit 4 0.72% 23.71 -40.6% 80.07% 2.55%
Four Corners Unit 5
310.00 Rights-of-Way ’ )
311.00 Structures and improvements 26.50 0.98% 23.70 -40.5% 85.96% 2.30%
312.00 Boiler Plant Equipment 26.51 0.78% 23.71 -40.5%  79.99% 2.55%
314.00 Turbogenerator Units 26.50 0.87% 23.71. -40.5% 81.06% 2.51%
315.00 Accessory Electric Equipment 26.48 0.56% 23.69 -40.5% 99.34% 1.74%
316.00 Miscellaneous Power Plant Equipment 26.53 1.80% 23.73  -40.6% - 50.10% - 3.81%
317.00 Asset Retirement Cost 26.47 0.52% 23.67 73.63% 1.11%
Total Four Corners Unit 5 0.83% 23.71. -405%  79.19% 2.58%
Navajo Unit 1
310.00 . Righis-of-Way
311.00 Structures and Improvemams 21.83 1.60% 18.99 -41.1% 73.93% - - 3.54%
312.00 Boiler Plant Equipment 21.85 2.25% 19.01 41.1% 52.62% 4.65%
314.00 Turbogenerator Units 21.84 1.61% 19.01 -41.1% 598.59% 4.29%
315.00 Accessory Electric Equipment ) 21.82 1.28% 18.99 411% ' 78.57% 3.29%!
316.00 Miscellaneous Power Plant Equipment 21.82 1.46% 18.99 -41.1% 75.12% 3.47%
317.00 Asset Retirement Cost 21.82 1.11% 18.98 56.70% 2.28%
Total Navajo Unlt 1 2.02% 19.01 -41.1% 57.45% 4.40%
|INavajo Unit 2
310.00 Rights-of-Way .
311.00 Structures and Improvements 21.84 1.26% 19.00 © -41.1% 68.74% 3.87%
312.00 Boiler Plant Equipment 21.84 2.25% 19.00 41.1% 58.14% 4.37%
314.00  Turbogenerator Units 21.84 1.88% 18.00 41.1% 57.01% 4.43%
315.00 Accessory Electric Equipment 21.84 1.60% - 19,00 -41,1% = 65.86% 3.96%
316.00 Miscellaneous Power Plant Equipment 21.83 1.57% 18.99 41.1% 68.96% 3.80%
317.00 Asset Retirement Cost 21.82 1.20% '~ 18.98 54.29% 2.41%
Total Navajo Unit 2 2.08% 19.00 41.1%  59.01% 4.32%
Navalo Unit 3
310.00 Rights-of-Way -
311.00 Structures and Improvements 21.84 2.00% 19.00 . -41.1% 64.88% 4.01%
312.00 Boiler Plant Equipment 21.84 2.15% 19.01 -41.1% 55.08% 4.53%
314.00 Turbogenerator Units 21.83 1.53% 19.00 -41.1%  59.81% 4.20%
315.00 Accessory Electric Equipment 21.83 1.86% 18.98 -41.1%  685.75% 3.97%
316.00 Misceflaneous Power Plant Equlpment 21.83 0.10% 18.98 -41.1% 68.18% = 3.84%
317.00 Asset Retirement Cost 21.82 1.34% 18.99 - 52.82%  2.48%
Total Navajo Unit 3 1.98% 19.01 -41.1%  57.99% 4.38%
'7()628
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TUCSON ELECTRIC POWER COMPANY
Comparison of Present and Proposed Depreciation Accrual Rates
Present _ New .
: Rem. Fut. Net . Accrual Avg. ~  Rem. Net Reserve  Accrual
. Account Dascription Life Salvage Rate Life Life Salvage Ratio Rate
Navajo Common ' o e v .
310.00 . Rights-of-Way 21.82 ©.0.40% 18.99 ’ 55.04% 2.37%
311.00 Structures and Improvements 21.86 .. 3.06% 19.01 --41.2% 42.32%. 5.20%
312.00°  Boiler Plant Equipment 21.86 3.17% 19.01 -41.2% - 38.58% 5.40%
314.00 Turbogenerator Units - ) ) ; 19.02 . 41.2% .19.40% = 6.40% ‘
315.00 Accessory Electric Equipment 21.86 3.26% 19.02  -41.2% . 2B.58% 5.92%
316.00 Miscellaneous Power Plant Equipment 21.86 " 3.14% 19.01  -41.2% - 40.36% 5.30%
317.00  Asset Retirement Cost - ’ '
Total Navajo Common . ) - 3.11% 19.01 -41.2% - 40.48% 5.30%
San Juan Unit 1 S
310.00 - Rights-of-Way : TS
311.00 Structures and Improvements 31.10 - 0.75% -28.34 - -39.9% 79.23% = 2.14%
312.00 Bolier Plant Equipment 31.12 1.00% 28.35°  -40.0%.  69.80% = 2.47%
314.00 Turbogenerator Units 31,11 . 1.04% 28.35 -40.0% .- 70.68% 2.45%
315.00 Accessory Electric Equipment ) 31.10 ... 0.87% - 28.34 -40.0%  74.44% 2.31%
316.00 Miscellaneous Power Plant Equipment 31.10 ©0.75% 28.35 -40.0% 71.32% 2.42%
317.00 Asset Retirement Cost . 31.08 - 0.897% 28.32 60.62% 1.39%
“Total San Juan Unit 1 ) : 0.98% 28.35 -40.0% .. . 70.99% 2.43%
San Juan Unit 2.
310.00 Rights-of-Way - S
311.00 Structures and improvements '28.34 0.90% 25.56 -40.3% 81.81% 2.29%
312.00 Boiler Plant Equipment 28.38 1.11% 25.58 -40.3% - T72.38% 2.66%
314.00 - Turbogenerator Units 28.36 1.23% 25.58 -40.3%  68.42%  2.81%
315.00 . Accessory Electric Equipment 28.34 0.73% 25.56 -40.3% 81.79% 2.29%
316.00 . . Miscellaneous Power Plant Equipment 28.34 0.91% 25.56 -40.3% - .82.46% 2.26%
317.00 Asset Retirement Cost . 28.32 0.77% 25.54 64.82% 1.386%
Total San Juan Unit 2 . ‘ 1.09% 25.58 - -40.3%  73.04% 2.63%
San Juan Common
310.00 Rights-of-Way g
311.00 Structures and improvements : B : o S
312.00 Bolier Plant Equipment 31.16 2.33% " 28.39 - -40.1%  38.37%  3.58%
314.00 Turbogenerator Units ) :
315.00 . Accessory Electric Equipment e e
316.00  Miscellaneous Power Plant Equipment
317.00 Asset Retirement Cost ) : -
Total San Juan Common 2.33% 28.39 -40.1% 38.37% 3.58%
Springervilie Unit § -
310.00  Rights-of-Way ' e v C
311.00 Structures and Improvements 1133 .- -1.24% 8.4 -42.4% 31.78%  13.15%
312.00 Boller Plant Equipment 11.33 7.40% 8.41 -42.4% 19.54%  14.61%
314.00 Turbogenerator Units 11.33. 6.97% 8.41 -42.4% 25.20% 13.93%
315.00 Accessory Electric Equipment 11.33 7.08% 8.41 -42.4% 16.63%  14.95%
316.00 _ Misceltaneous Power Plant Equipment 11.33 6.25% 8.41 -42.4% . 20.89% 14.45%
317.00 Asset Retirement Cost g
7.15% 20.97%

Total Springerville Unit 1

8.41° . -424% 14.44%
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TUCSON ELECTRIC POWER COMPANY . .
Comparison of Present and Proposed Depreciation Accrual Rates
Presant . New
C Rem. Fut. Net  Accrual Avg. . Rem. Net . -Reserve  Accrual|
Account Description Life Salvage Rate Life Life -~ Salvage Ratio Rate
Springerville Unit2 : v
310.00 . Rights-of-Way - IR o : ’
311.00 Structures and improvements | 43.70 1.57% 41,03 . -38.4% . 35.43%  251%| -
312.00 Boiler Plant Equipment 43.71 - . 1.49% 41.05 . -38.5% 33.92% 2.55%
314.00  Turbogenerator Units . 43.70 1.50% 41.04 -~ -385%  34.54%  253%
315.00 Accessory Electric Equipment 43.70 1.50% 41.03 -38.4% 35:47% 2.51%
316.00  Miscellaneous Power Plant Equipment 43.70 1.51% 41.04 -385%.  33.77%  2.55%
317.00 Asset Retirement Cost
Total Springerviile Unit 2 1.50% 41.04 -38.5% 34.29% 2.54%
Springerville Unit 1 Common .
310.00 Rights-of-Way 11,33 5.38% 8.41 42.57% 6.83%
311.00 Structures and Improvements 11.33 4.61% 8.41 -42.4% 57.19% 10.13%
312.00 Boiler Plant Equipment 11.33 6.91% 8.41 -42.4% 38.67% 12.33%
314.00 Turbogenerator Units 11.33 6.62% 8.41 -42.4% 41.88% 11.95%
315.00 Accessory Electric Equipment 11.33 6.99% 8.41 42.4% 26.01% 13.84%j
316.00 Miscellaneous Power Plant Equipment 11.33 5.26% 8.41 -42.4% 30.27% 13.33%
317.00 Asset Retirement Cost
Total Springerviile Unit 1 Common 5.06% 8.41 -38.9%  52.64% 10.26%
Springerville Unit 2 Common
310.00 Rights-of-Way 16.15 4.24% 13.26 38.93% 4.861%
311.00 Structures and Improvements 16.15 C 3.41% 13.28 -41.8% 52.37% 6.74%
312.00 Boller Plant Equipment 16.15 4.53% 13.27 -41.9% 43.11% 7.44%
314.00 Turbogenerator Units 16.15 4.49% 13.27 -41.9% 39.18% 7.74%
315.00 Accessory Electric Equipment 16.15 3.25% 13.26 -41.8% 54.24% 6.60%
316.00 Miscellaneous Power Plant Equipment 16.15 3.86% 13.27. -41.9% 41.09% 7.60%
317.00 Asset Retirement Cost :
Total Springerville Unit 2 Commoen 3.62% 13.28 -39.2% 50.05% 6.72%
Springerville Coal Handling
310.00  Rights-ol-Way )
311.00 = Structures and Improvements
312.00 Boiler Plant Equipment 11.33 4.69% 8.41 -42.4% 3468% 12.81%
314.00 Turbogenerator Units )
315.00  Accessory Electric Equipment -
316.00 Miscellaneous Power Plant Equipment
317.00 Asset Retirement Cost
Total Springerville Coal Handling 4.69% 8.41 -42.4% 34.68% 12.81%
Other Production - Non Local
Luna Facility N
317.00  Asset Retirement Cost 39.25 0.0% 1.06% - 2.57%
341.00 Structures & Improvements 39.25 0.0% 1.82% 2.57%
342.00 Fuel Holders, Producers, & Accessorles 39.25 - 0.0% 1.82% . 2.57%
344.00 Generators 39.25 0.0% 1.82% 2.57%
346.00 Misc. Power Plant Equipment 39.25 0.0% 1.82% . 2.57%],
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TUCSON ELECTRIC POWER COMPANY
Companson of Present and Proposed Depreciation Acciual Rates
. Present . New
) i Rem. Fut. Net - Accrual Avg. ‘Rem. Net Reserve . Accrual
Account Description_. . Life Salvage Rate Life Life Salvage _ Ratio Rate
Distribution
DISTRIBUTION PLANT ’ : : .
360.00 Rights-of Way o L R c2.22% 43.78 : 37.61% 1.43%
361.00 Structures & improvements . ©-10.0%  2.44% : . 4483 7 26.99%  1.63%
362.00 .~ Station Equipment : -18.0% 4.25% 46.02 - . 33.01% 1.46%
364.00 Poles, Towers and Fixtures ) o -58.0% 5.48% 39.16 - . 35.98% 1.63%
365.00 = Overhead Conductors and Devices ' . -17.0% 3.66% ) 4183 38.71% 1.47%
366.00 Underground Conduit . -~ - _ <40.0% = 2.33%)| | 43.44 S 3811% . 1.42%
367.00  Underground Conductors and Devices 33.0% 1.63%| | - ©3232 .38.89%. . 1.89%
368.0H - Line Transformers - Overhead ) -15.0% 3.38% 26.12 51.83% 1.84%
358.UG Line Transformers - Underground -15.0% 3.38%) 1 . . 2328 41.39% 2.52%
369.0H Services - Overhead C -34.0% 3.83% - 28.70 ) 53.55% 1.62%
369.UG  Services - Underground " -34.0% 3.83% 47.81 : . 28.30% 1.50%
370.00 Meters ) -25.0% 3.79% 19.73 40.91% . 2.99%
373.00 - Street Lighting and Signal Systems - -25.0% 4.46% 36.67 . 36.24% 1.74%
374.00 - Assst Retirement Costs* -7.0% 3.2% 31.53 6.20% 2.97%
Total Distribution Plant ) K 3.35% 33.61 : 38.52% 1.82%
General .
GENERAL PLANT
|Depreciable ) . = ‘ : . :
390.00 Structures & Improvements : L 2.22% 21.45 . 54.04% 2.14%
391.CM - Office Furn. And Equip. - Computer ] 20.00% : 2.95 57.04%  14.56%]
392.C0 - Transportation Equipment - Class 0 16.0% 8.87% 1483 150%  26.99% 4.03%
392.C1 Transportation Equipment - Class 1 : 16.0% 14.00% 510 - 15.0% 41.06% 8.62%
392.C2 .~ Transportation Equipm ent - Class 2 21.0% 11.29% 4.99 25.0% 36.55% 7.71%
392.C3 - Transportation Equipment - Class 3 ) 18.0% 10.25% . 7.07 15.0% 41.05% 6.22%
392.C4 Transportation Equipment - Class 4 ' 9.0% 7.00% 9.80 10.0% 43.96% 4.70%
392.C5  Transportation Equipment - Class 5 L 1.0% 7.07% 10.67 5.0% 38.28% - 5.32%
396.00 Pawer Operated Equipment - 3.33% 11.46 5.0% 46.95% 4.19%
307.00  Communication Equipment . 6.7% 18.13 32.72% 3.71%
Total Depreciable . 7.57% 9.53 4.0%  44.54% 5.31%
Amortizable ) .
391.FE  Office Furn. And Equip. - Fumiture — 24 Year Amortization — ~— 24 Year Amortization —
393.00 Stores Equipment ~ 15 Year Amortization — «— 15 Year Amortization —
394.00  Tools, Shop and Garage Equipment ~ 17 Year Amortization — «— 17 Year Amortization —
395.00 Laboratory Equipment « 17 Year Amortization — «— 17 Year Amortization —
398.00 Miscellaneous Equipment — 20 Year Amortization — «— 20 Year Amortization —
Total Amortizabie 8.00% 11.16 . 43.56% 5.06%
Total General Plant ) 7.65% . 8.75 3.3% 44.37% 5.268%
TOTAL INVESTMENT 3.96% 25.53 0.5%  39.34% 2.30%
NET SALVAGE : . -
108.02 Distribution 43.08 -50.0% 33.61 -15.0% 5.68% 0.28%
Total net Salvage ‘ ) 33.61 5.68%  0.28%
TOTAL UTILITY 3.96% 25.53 -6.7% 44.22% 2.54%
70628
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‘1. GENERAL DESCRIPTION

This document describes the plan for admihistéringfhe Purchased Power and Fuel Adjustment |

Clause (“PPFAC”) the Arizona Corporation Commission (“Commission™) approved for Tucson
Electric Power Company (“TEP”) in Decision No. XXXXX [DATE]. The PPFAC provides for
the recovery of fuel and purchased power costs from the date of that decision forward.

The PPFAC described in this Plan of Administration (“POA_”) uses a forward-looking estimate

of fuel and purchased power costs to set a rate that is then reconciled to actual costs experienced.
This POA describes the application of the PPFAC. . '

2. DEFINITIONS

Applicable Interest - Based on one-year Nominal Treasury Constant Maturities rate contained in
the Federal Reserve Statistical Release H-15. The interest rate is adjusted annually on the first
business day of the calendar year. - : e - Lo :

~ Base Cost of Fuel and Purchased Power - An amount génerally expressed as a rate per kWh,

which reflects the fuel and purchased power cost embedded in the base rates as approved by the
Commission in TEP's most recent rate case. The Base Cost of Fuel and Purchased Power
revenue is the approved rate per kWh times the applicable sales volumes. Decision No. XXXXX
set the base cost at $X.XXXX per kWh effective on [DATE]. AT '

Forward Component - An amount expressed as a rate per kWh charge that is updated annually on
April 1 of each year and effective with the first billing cycle in April. The Forward Component
for the PPFAC Year will adjust for the difference between the forecasted fuel and purchased
power costs expressed as a rate per KWh less the Base Cost of Fuel and Purchase Power
generally expressed as a rate per kWh embedded in TEP's base rates. The result of this -
calculation will equal the Forward Component, expressed as a rate per KWh. SRR

Forward Component Tracking Account - An account that records on a monthly basis TEP's

_over/under-recovery of its actual costs of fuel and purchased power as compared to the actual

Base Cost of Fuel and Purchased Power revenue and Forward Component revenue; plus
Applicable Interest. The balance of this account as of the end of each PPFAC Year is, subject to
periodic audit, reflected in the next True-Up Component calculation. TEP files the balances and
supporting details underlying this Account with the Commission on a monthly basis via a -
monthly reporting requirement. ' :

' Fuel and Purchased Power Costs - The costs recordcd,fof ’the’ fuel and purchased power used by

TEP to serve both Total Native Load Energy Sales and Short Term Sales, less the costs -
associated with Mark-to-Market Accounting adjustments. Wheeling costs are included. Broker’s
fees and other expenses TEP records in Account 557 are not included. - ' o
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Long Term Energy Sales - The portion of load from Total Native Load Energy Sales wholesale

“customers (currently Salt River Project, Tohono O’odham Utility Authority and Navajo' Tnbal

Utlhty Authonty) that is served by TEP excludmg the load served wrth Preference Power

Mark to-Market Accountrng Recordmg the value of quahfymg commod1ty contracts to reﬂect ”
their current market value relative to thelr actual cost. : : -

PPFAC - The Purchased Power and Fuel Ad_]ustment Clause approved by the Comm1ssron in
Decision No. XXXXX, which is a combination of two rate components that track changes in the
cost of obtaining power supplies based upon forward-looking estimates of fuel and purchased
power costs that are eventually reconciled to actual costs experienced. This PPFAC also provides
for a reconciliation between actual and estimated costs of the last three months of estlmated costs
used in True-Up Component calculatlons

PPFAC Year - A consecutive 12-month penod beginning each Apnl 1 and lasting through March
31 the following year. The initial term of the PPFAC will begin on the effective date of the
Commission decision in this proceeding (Decision No. XXXXX) and end on March 31, 2009.
The first full year of the PPFAC will begin on April 1, 2009 and end on March 31, 2010. The
first True-Up Component will include costs and revenues from January 1, 2009 through March
31, 2009. r :

Preference Power - Power allocated to TEP wholesale customers by federal power agencies such
as the Western Area Power Administration.

Retail Native Load Encrgv Sales — The portion of load from Total Native Load Energy Sales
retail customers that is served by TEP and located within the TEP control area. :

Short Term Sales — Wholesale sales made to non-Native Load customers for the purpose of
optimizing the TEP system, using TEP owned or contracted gencratron and purchased power
less Mark-to-Market Accounting adjustments.

Short Term Sales Revenue - The revenue recorded from wholesale sales made to non-Native
Load customers, for the purpose of optimizing the TEP system, using TEP-owned or contracted

~ generation and purchased power, less Mark-to-Market Accounting adjustments.

SO, Allowance Sales — The revenues related to the sale of SO, emission allowances, including |
Gain on SO; Allowance Sales and Auction Proceeds net of Commissions Paid.

Total Native Load Energy Sales — Retail Native Load Energy Sales and Long Term Energy Sales
for which TEP has a generation service obligation. '

True-Up Component - An amount expressed as a rate per kWh charge that is updated annually

on Apnl 1 of each year and effective with the first billing cycle in April. The purpose of this
charge is to provide for a true-up mechanism to reconcile any over or under-recovered amounts
from the preceding PPFAC Year trackmg account balances to be refunded/collected frorn
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customers in the coming year's PPFAC rate. The first True-Up Component will include costs
and revenues from January 1, 2009 through March 31, 2009. - o

True-Up Component Tracking Account - An account that records on a monthly basis the account
~ balance to be collected or refunded via the True-Up Component rate as compared to the actual
True-Up Component revenues, plus Applicable Interest; the balance of which at the close of the
preceding PPFAC Year is, subject to periodic audit, then reflected in the next True-Up
Component calculation. TEP files the balances and supporting details underlying this Account
‘with the Commission on a monthly basis. . ) S

- Wheeling Costs (FERC Account 565, Transmission of Electricity by Others) - Amounts payable -
to others for the transmission of TEP's electricity over transmission facilities owned by others.

Wholesale Trading Activity — Revenue recorded from realized wholesale trading profits.- o

3. PPFAC COMPONENTS

The PPFAC Rate will consist of two components designed to provide for the recovery of actual,
prudently incurred fuel and purchased power costs. Those components are: =

1. The Forward COmjaonent, which recovers or reﬁvlnds, differences between ekpectcd
PPFAC Year (each April 1 through March 31 period shall constitute a PPFAC
Year) fuel and purchased power costs and those embedd_ed in base rates.

2. The True-Up Component, which tracks the differences between the PPFAC Year’s
actual fuel and purchased power costs and those costs recovered through the
combination of base rates and the Forward Component, and which provides for
their recovery during the next PPFAC Year. ‘

| The PPFAC Year begins on April 1 and ends the following March 31. The first full PPFAC Year
in which the PPFAC rate shall apply will begin on April 1, 2009 and end on March 31, 2010.
Succeeding PPFAC Years will begin on each April 1 thereafter. ' : '

For the period from when the Commission issued Decision No. XXXXX in this case — until
March 31, 2009 — the Base Cost of Fuel and Purchased Power rate established in that decision
will be in effect.  The first True-Up will include costs and revenues from January 1, 2009
through March 31, 2009. : -

On or before October 31 of each year, TEP will submit a PPFAC Rate filing, which shall include
a proposed calculation of the ‘components for the PPFAC rate. This filing shall be accompanied
by supporting information as Staff determines to be required. TEP will supplement this filing
with a True-Up Component filing on or before February 1 in order to replace estimated balances
with actual balances, as explained below. ' '
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A. TForward Component Description .

The Forward Component is intended to refund or recover the difference between: (1) the fuel and’
purchased power costs embedded in base rates and (2) the forecasted fuel and purchased power
costs over a PPFAC Year that begins on April 1 and ends the following March 31. TEP will
submit, on or before October 31 of each year, a forecast for the upcoming PPFAC year (April 1 -
through March 31) of its fuel and purchase power costs. It will also submit a forecast of kWh
sales for the same PPFAC year, and divide the forecasted costs by the forecasted sales to produce:
the cents per kWh unit rate required to collect those costs over those sales. The result of
subtracting the Base Cost of Fuel and Purchased Power from this unit rate shall be the Forward
Component. o C : :

All revenues frofn Short Term Sales will be credited against fuel and purchased power costs.

" Ten percert of the net positive margins realized by TEP during the PPFAC year on its Wholesale

Trading Activities will be credited against fuel and purchased power costs. Fifty percent of the
margins realized by TEP on SO, Allowance Sales will be credited against fuel and purchased
pPOWET COsts. ‘ : '

TEP shall maintain and report monthly the balances in a Forward Component Tracking Account,
which will record TEP's over/under-recovery of its actual costs of fuel and purchased power as
compared to the actual Base Cost of Fuel and Purchased Power revenue and Forward Component
revenue. This Account will operate on a PPFAC Year basis (i.e. April 1 to the following March
31), and its balances will be used to administer this PPFAC's True-Up Component, which is
described immediately below. ' ’

B. True-Up Component Description

The True-Up Component in any current PPFAC Year is intended to refund or recover the
balance accumulated in the Forward Component Tracking Account (described above) during the
previous PPFAC year. Also, any remaining balance from the True-Up Component Tracking
Account as of March 31 would roll over into the True-Up Component for the coming PPFAC
year starting April 1.The sum of projected Forward Component Tracking Account and True-Up
Component Tracking Account balances on March 31 is divided by the forecasted PPFAC year
kWh sales to determine the True-Up Component for the coming PPFAC year,

TEP shall maintain and report monthly the balances in a True-Up Component Tracking Account,
which will reflect monthly collections or refunds under the True-Up Component and the amounts
approved for use in calculating the True-Up Component.

Each annual TEP filing on October 31 will include an accumulation of Forward Component
Tracking Account. balances and True-Up Component Tracking Account balances for the
preceding April through September and an estimate of the balances for October through March
(the remaining six months of the current PPFAC Year). The TEP filing shall use these balances
to calculate a preliminary True-Up Component for the coming PPFAC Year. On or before
February 1, TEP will submit a supplemental filing that recalculates the True-Up Component.

February 13, 2008 : ‘70628 .. Paged

* DECISION NO.

=

DOCKET No. E-01933A-07-0402 ET AL



Tucson Electric Power Company : o ) Proposed Plan of Administration
Docket NO. E-01933A-07-0402 T o Purchased Power & Fuel Adjustment Clause

This recalculation shall replace estimated inonthly balances with those actual monthly balances IV
that have become available since the October 31 filing. ' ‘ ‘

The October 31 filing's use of estimated balances for October through March (with supporting .
workpapers) is required to allow the PPFAC review process to begin in a way that will support
its completion and a Commission decision before April 1. The February 1 updating will allow for -
the use of the most current balance information available. In addition to the February 1 update
filing, TEP's monthly filings (for the months of September through December) of Forward
Component Tracking Account balance information and True-Up Component Tracking Account
balance information will include a recalculation (replacing estimated balances with actual
balances as they become known) of the projected True-Up Component unit rate required for the

next PPFAC Year.

The True-Up Component Tracking Account will measure the changes each month in the True-
Up Component balance used to establish the current True-Up Component as a result of
collections under the True-Up Component in effect. It will subtract each month's True-Up
Component collections from the True-Up Component balance. The True-Up Component
Account will also include Applicable Interest on any balances. TEP shall file the amounts and
supporting calculations and workpapers for this account each month. '

4. CALCULATION OF THE PPFAC RATE

The PPFAC rate is the sum of the two components; i.e., Forward Component and True-Up
Component. The PPFAC rate shall be applicable to TEP's retail electric rate schedules (except
those specifically exempted) and is adjusted annually. The PPFAC Rate shall be applied to the
customer's bill as a monthly kilowatt-hour ("kWh") charge that is the same for all customer
classes. ' '

The PPFAC rate shall be reset on April 1 of each year, and shall be effective with the first April

billing cycle only after approval by the Commission. It is not prorated. The first True-Up
Component will include costs and revenues from January 1, 2009 through March 31, 2009.

5. FILING AND PROCEDURAL DEADLINES

" A. October 31 Filing

“TEP shall file the PPFAC rate with all Component calculations for the PPFAC year beginning on
the next April 1, including all supporting data, with the Commission on or before October 31 of
each year. That calculation shall use a forecast of kWh sales and of fuel and purchased power
costs for the coming PPFAC year, with all inputs and assumptions being the most current
available for the Forward Component. The filing will also include the True-Up Component
calculation for the year beginning on the next April 1, with all supporting data. That calculation
will use the same forecast of sales used for the Forward Component calculation.
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B. February 1 Filing .

TEP will update the October 31 filing by February 1. This update will replace estimated Forward
Component Tracking Account balances, and the "True-Up Component Tracking Account
balances, with actual balances and with more current estimates for those months (January,
February and March) for which actual data are not available, The new PPFAC rate will go into -
effect on April 1 only after approval by the Commission. - - I

| C. Additional Filings
} TEP will also file with the Commission any additional information that the Staff determines it
| ~ requires to verify the component calculations, account balances, and any other matter pertinent to

the PPFAC. : )

D. Review Process

~ and February 1 forecast, balances, and supporting data on which the calculations of the two
PPFAC components have been based. Any objections to the October 31 calculations must be
filed within 45 days of the TEP filing. Any objections to the February 1 calculations must be
filed within 15 days of the TEP filing.

E. Extraordinary Circumstances

Should an unusual event occur that causes a drastic change in forecasted fuel and energy prices —
such as a hurricane or other calamity — TEP will have the ability to request an adjustment to the
Forward Component reflecting such a change. The Commission may provide for the change

- The Commission Staff and interested parties will have an opportunity to review the October 31
over such period as the Commission determines appropriate.

6. VERIFICATION AND AUDIT -

The amounts charged through the PPFAC will be subject to periodic audit to assure their
~ completeness and accuracy and to assure that all fuel and purchased power costs were incurred
reasonably and prudently. The Commission may, after notice and opportunity for hearing, make
such adjustments to existing balances or to already recovered amounts as it finds necessary to -
 correct any accounting or calculation errors or to address any costs found to be unreasonable or
imprudent. Such adjustments, with appropriate interest, shall be recovered or refunded in the
True-Up Component for the following year (i.e. starting the next April 1.) '

7. SCHEDULES

Sarhples of the following schedules are attached to this Plan of Administration: -

February 13, 2008 Page 6
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Schedule 1 = PPFAC Rate Calculatlon Effective April 1,20XX

Schedule2 ~ PPFAC Forward Component Rate Calculation Effective Apnl 1,20XX

Schedule 3 ~ PPFAC Forward Component Trackmg Account (in effect Apnl 1, 20XX — March

: 31, 20XX)

Schedule 4~ PPFAC True-Up Component Rate Calculatlon Effective Month XX, 20XX

Schedule 5 PPFAC True-Up Component Tracking Account (in effect April 1, 20XX — March
' 31, 20XX). The first True-Up will include costs and revenues from January 1,

2009 through March 31, 2009. . ; ;

8. COMPLIANCE REPORTS

TEP shall provide monthly reports to Staff's Compliance Section and to the Residential Unhty
Consumer Office detailing all calculations related to the PPFAC. A TEP Officer shall certify
under oath that all information provided in the reports itemized below is true and accurate to the
best of his or her information and belief. These monthly reports shall be due within 30 days of

~ the end of the reporting period.

The publicly avallable reports will include at a minimum:

L The PPFAC Rate Calculanon (Schedule 1); Forward Component and True-Up
Component Calculations (Schedules 2 and 4); Annual Forward Component and,
True-Up Component Tracking Account Balances (Schedules 3 and 5). Additional
information will provide other relative inputs and outputs such as:

Total power and fuel costs. ‘
Customer sales in both MWh and thousands of dollars by customer class
Number of customers by customer class.
A detailed listing of all items excluded from the PPFAC calculanons
A detailed listing of any adjustments to the adjustor reports.
Total short term sales revenues.
- System losses in MWh. :
Monthly maximum retail demand in MW.
SO; allowance sales.

S ER MO Ae TR

2 Iden’uﬁcatlon of a contact person and phone number from TEP for quesnons

TEP shall also provide to Commission Staff monthly reports containing the information hsted
below. These reports shall be due within 30 days of the end of the reportmg penod These
additional reports may be prov1ded confidentially.

A. Information for each generatmg unit will include the followmg items:
1. Net generation, in MWh per month, and 12 months cumulatively.
2. Average heat rate, both monthly and 12-month average. ~
3. Equivalent forced-outage rate, both monthly and 12-month average.
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4. Outage information for each rnonth mcludmg, but not hmrted to, event type
. - ~start date and time, end date and time, and a descnptlon
5. Total fuel costs per month. -
6. The fuel cost per kWh per month

B. Informatlon on power purchases will mclude the following 1tems per seller
(information on economy interchange purchases may be aggregated)

1. The quantity purchased in MWh,

2. The demand purchased in MW to the extent specrﬁed in the contract.

3. The total cost for demand to the extent specrﬁed in the contract.

4 The total cost of energy. . :

C. Information on short-tenn sales will include the following items:
1. Anitemization of short-term sales margins per buyer.
2. Details on negative short-term sales margins.

D. Fuel purchase information shall include the following items: R
1. Natural gas interstate pipeline costs, itemized by pipeline and by individual
cost components, such as reservation charge, usage, surcharges and fuel.
2. Natural gas commodity costs, categorized by short-term purchases (one month

or less) and longer term purchases, including price per therm total cost,

supply basin, and volume by contract.

E. TEP will also provide:

1. Monthly projections for the next 12-month penod showing estimated
(Over)/undercollected amounts. -

2. A summary of unplanned outage costs by resource type.

3. The data necessary to arrive at the Native Load Energy Sales MWh reflected -

in the non-confidential ﬁhng

4. The data necessary to arrive at the Total Fuel and Purchased Power cost
~reflected in-the non-confidential filing (Section 8.1.a).

In addition, TEP will prepare certain schedules and documents that will provide the necessary - |

transparency of TEP’s fuel and purchased power procurement activities such that the prudence of

these activities can be determrned and comphance w1th company procurement protocols can be
conﬁrmed

Workpapers and other documents that contain propnetary or conﬁdent1a1 information will be -

provided to the Commission Staff under an appropriate protective agreement TEP will keep fuel

and purchased power invoices and contracts available for Commission review. The Commission

has the right to review the prudence of fuel and power purchases and any calculations associated

with the PPFAC at any time. Any costs flowed through the PPFAC are subje ect to refund, if those ,

costs are found to be imprudently incurred.
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9. ALLOWABLE COSTS

A. Accounts

The allowable PPFAC costs include fuel and purchased power costs incurred to provide service
to retail customers. Additionally, the prudent direct costs of contracts used for hedging system
fuel and purchased power will be recovered under the PPFAC. The allowable cost components
include the following Federal Energy Regulatory Cormmssmn ("FERC") accounts

501 Fuel (Steam)

547 Fuel (Other Production)

555 Purchased Power

565 Wheeling (Transmission of Eleclncxty by Others)

These accounts are subject to change if the Federal Energy Regulatory Commxssmn alters its
accounting requlrements or definitions.

B. Other Allowable Costs

* None w1thout preapprova] from the Comm1ssmn in an Order.
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DOCKET NO. E-01933A-07-0402 ET AL.

Sememém Exhibit No. 7 -

TUCSON ELECTRIC POWER COMPANY
RATE INCREASE PROPOSAL BY RATE SCHEDULE

Adjusted TY : . v
Revenue (Excludes - Proposed  Total Proposed Percentage .
Line ) . DSM & Includes Revenue Revenue Increase by
No. Pricing Plans Present and Propesed Rate Scheduies CTC) Increase Requirement  Rate Schedule
- (A) _ (B)" (A) + (B) : (B)/ (&)
1 Lifeline R-06 and R-08 _ ¥ $13,071,130° ] ' 1$13.071.130 0.0%
2  Residential Service R-01 = v _‘ o $317,539,032 $1§.§82,866 $337,021,898 » 6.1%
3 Residential Water Heating - Frozen R-02F (FROZEN) Y ' o 5369.ﬁ1 $22,688 $392,458 8.1%
4  Residential Time of Use R-21F (FROZEN) " . $3,968,356 $243,482 $4.211,838 6.1%
§ - Residential Timé of Use R-70F (FROZEN) @ - $5,051,329 $309,928 $5.361,257 6.1%
6 Special Residential Electric Service R-201AF, R-201BF, R-201CF (FﬂozéN) @ $7.837.008 5480.546 $8,317,854 1%
7 RESIDENTIAL TOTAL 347,836,625 26,559.310 365,575,435 5.9%
8 Genreral Service GS-10 $184,088,888  $11 350,144 $196,339,032 ~  6.1%
9  General Service PRS PRS-10 v $27,548 $1.690 $29.238 . 6.1%
10 General Service Time of Use GS-76 (FROZEN) @ $11,697.293 $717,697 $12,414,990 6.1%
11 Interruptibie Agricultural Pumping GS-31 v $823,391 $50,520 $873,911 6.1%
12 General ééwice Mobile Home Parks  GS-11F (FROZEN) ™ $5,124,900 $314,442 $5,439,342 6.1%
13 Large General Service GS-13 $06,038.800  $5,892,539 $101,831,338 6.1%
14 Large General Servics PRS PRS-13 , $673,375 $41,315 $714,690 6.1%
15  Large General Service Time of use’ GS-BSAFi @ and GS-85F " (FROZEN) $9,028,082 $553,925 $9.562,008 6.1%
15  Large Uight and Power LLP-14 . $37,294.915 $2.288,260 $39,583,175 6.1%
16 Large Light and Power PRS PRS-14 » $7.426,586 $455,664 $7,882,251 8.1%
17 - Large Light and Power Time of Usé LLP-90AF @ and LLP soF "' (FROZEN} $14,084,031 $864.137 $14,948,168. 6.1%
18 Mines Contract , . $45,544,537 $2,794,422 $48.338,959 6.1%
19 Traflic Signals and Street Lighting PS-41,P47 _ §2,267.167 $139,104 $2,406.271 6.1%
20 Lighting ' PS-50,GS-51 - sz,ws.oég $133,942 $2,316,981 6.1%
21 Municipa! Service PS-40 | $8,096,168 $496,747 $8,582,915 6.1%
Municipé: Water Pumping ' PS-43 . o $7.956,800 $488.202 $8.445,101 6.1%
23 TOTAL , §781,092,244 $47,122,562  $828,214,806 65.0%
Notes:
(1) These pricing plans are frozen to existing and new subscription,
(2) These pricing plans are frozen to new subscription only
70628
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DOCKET NO. E-01 933A-07-0402 ET AL,

: 7ZI CSO, Settlement Exhibit No. 8
\ E-/ESCI{IZIC . Prlcmg Plan LLP- 90N
\ pDI.UEf - Large Lrght and Power Servrce Tlme-of Use
7he &y Pea/e E | ' :
AVAILABILITY

Throughout the entrre area where the facrhnes of the Company are of adequate capacity and are adjacent to the premises.

CHARACTER OF SERVICE

Service shall be three phase, 60 Hertz, Primary Servrce and shall be supplied drrectly from any 46 000 volt or hrgher voltage,
system at a delivery voltage of not less than 13,800 volts and delivered at a single pornt of delivery unless otherwise specrﬁed in
the contract.

PRICE SCHEDULE ; '
A monthly net brIl at the following rate plus any adjustments incorporated in this pricing plan:.

BUNDLED STANDARD OFFER SERVICE -

Customer Charge $500.00 oer month
Demand Charges (includes Generation Capacrty) o _
Summer On-peak $20.030 per kW
Summer Off-peak Excess Demand - $10.030 per kW
Winter On-peak $15.030 per kW -
Wmter Off-peak Excess Demand $ 7.530 per kW
. Note:
1. For demand billing, “on-peak demand” shall be based on demand measured during both peak and
shoulder peak periods.

2. Excess off-peak demand is defined as that positive amount (if any) by which off-peak billing demand.
exceeds 150% of “on-peak demand” - where “on-peak demand " includes peak and shoulder peak periods.

- Energy Charges (excluding Fuel and Purchased Power):

Summer Winter
{May - October) {November - April}
On-Peak $0.001113 $0.000723
Shoulder-Peak $0.001113 N/A
Off-Peak $0.000716 $0.000521 -
Fuel and Purchased Power (per kWh):
Summer Winter
, (May - October) {November - April)
On-Peak $0.041786 $0.027126
Shoulder-Peak $0.041786 NA
Off-Peak $0.026872 $0.019542
‘FiledBy:  Raymond S. Heyman ' " TarfiNo: . LLP-90N

Title: Senior Vice President, General Counsel L Effective; . - PENDING

District: Entire Eleotnc,Serwce Area Eage‘No:; DEC!‘S?E}N NO_‘ | 70628




DOCKET NO. E-019313A-07-0402 ET AL.

Tucson

\ £~ 17 : ~ Pricing Plan LLP-90N
r %%%i : Large Light and Power Service Time-of- Use

7779 Eney Pea,ale

Purchased Power Fuel Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Charge shall be subject to a per kWh
adjustment fo reflect any increase or decrease in the cost to the Company for energy either generated or purchased above or
below the base cost per kWh sold. :

The Summer periods below apply on all days for consumption-based (kWh-based charges) charges.

On-Peak is 2:00 p m. 10 6:00 p.m.

Shoulder-Peak is 12:00 p.m. (noon) fo 2:00 p.m. and 6:00 p.m. 10 8:00 p.m. (mcluded wrrh On-Peak for
demand-based (kW-based) charges).

Off-Peak is 12:00 a.m. (midnight) to 12:00 p.m. (noon) and 8:00 p.m. fo 12:00 a.m. (midnight)

The Winter periods below apply on all days for consumption-based (kWh-based charges) charges.
On-Peak is 6:00 a.m. to 10:00 a.m. and 5:00 p.m. to 9:00 p.m.

Shoulder-Peak: there are no shoulder peak periods in the winter.
Off-Peak is 12:00 a.m. (mrdnlght) fo 6:00 a.m., 10:00 a.m. to 5:00 p.m., and 9:00 p.m. to 1200 am. (mrdnrght)

SHOULDER CONSUMPTION (kWh) IN OCTOBER

~ Any shoulder consumption (kWh) remaining from October usage shall be billed at the summer shoulder price in followrng brllrng

months.

BILLING DEMAND

For demand biIling, on-peak demand shall be based on demand measured during both peak and shoulder peak periods.

The billing demand shall be specified in the contract but shall not be less than 3, 000 kW. Addrtlonally, the On-Peak billing demand
shall not be less than 50.00% of the maximum On-Peak bllllng demand in the preceding efeven months, unless otherwise specified in
the contract.

Excess off-peak demand is deﬁned as that positive amount (if any) by which off-peak billing demand exceeds 150% of on-peak period
demand - where “on-peak” includes peak and shoulder peak periods. .

~ In the event that excess off-peak demand ocours, excess off-peak demand shall be billed at the off-peak excess demand price.

" PRIMARY SERVIGE

The above rate is subject to Primary Service and Metering. The Customer will provide the entire distribution system (rncludmg
transformers) from the point of delivery to the load. The energy and demand shall be metered on primary side of transformers

Filed By: Raymond S. Heyman Tariff No.: * LLP-90N
Title: Senior Vice President, General Counsel Effective: . :PENDING
District: Entire Electric Service Area : ‘ : ~ PageNo:  2o0f5
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DOCKE‘T NO. E-01933A-07-0402 ET AL.

: Pricing Plan LLP-9ON
‘Large Light and Power Service Time-of-Use

The Energy People

POWER FACTOR ADJUSTMENT ‘ ‘
The above rate is subject to a discount or a charge of 1.3¢ per kW of billing demand for each 1% the average monthly power factor
15 above or below 90% lagging to a maximum dlscount of 13.0¢ per kW of billing demand per month, »

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING UNBUNDLED COMPONENTS:

Customer Charges: S Co
Meter Services $300.00 per month
Meter Reading ' $025.00 per month
Billing & Collection $150.00 per month
Customer Defivery , $ 25.00 per month
Demand Charges ($/kW)
Generation Capacity Charges (in $/kW) ' o
Summer On-peak " $13.977 per kW
Summer Off-peak Excess Demand - $ 4.841 per kW
Winter On-peak $10.058 per kW
Winter Off-peak Excess Demand - $ 3.422 per kW
Fixed Must Run Charges (in $/kW) ‘
Summer & Winter On-peak $1.728 per kW
Summer & Winter Off-peak Excess Demand - $0.864 perkW
Transmission {in $/kW)
Summer On-peak Demand & Off-peak Excess Demand(kW) $ 3.374 per kW
Winter On-peak Demand & Off-peak Excess Demand (kW) $ 2.531 per kW
Transmission - Ancillary Services 1 System Control & Dispatch ~
Summer On-peak Demand & Off-peak Excess Demand(kW) $ 0.046 per kW
Winter On-peak Demand & Off-peak Excess Demand (kW) $0.034 per kW
Transmission - Ancillary Services 2 Reactive Supply and Voltage Control
Summer On-peak Demand & Off-peak Excess Demand(kW) - $ 0.180 per kW
Winter On-peak Demand & Off-peak Excess Demand (kW) . $0.135 per kW
FiledBy:  Raymond S. Heyman : o : Tariff No:: - LLP-SON
Tile: Senior Vice President, General Counsel Effective: .~ PENDING
District: =~ Entire Electric Service Area - ' “ Page No.: 3ofs 70628
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DOCKET NO. E-01933A-07-0402 ET AL.

\TUcson

\ /= ‘ o Pncmg Plan LLP-90N
CZ%%? B - large nght and Power Service Time-of- Use

7773 Enmyy Peap/e

Transmission - 'Ancillary Services 3 Regulation and Frequeney Respohse

- Summer On-peak Demand & Off-peak Excess Demand(kW) $0.175 per kW

Wnter On-peak Demand & Off-peak Excess Demand (kW) $0.131 perkW
Transmission - Ancullary Servnces 4 Spinning Reserve Service : R >_

Summer On-peak Demand & Off-peak Excess Demand(kW) $0.473 per kW

Winter On-peak Demand & Off-peak Excess Demand (kW) '$ 0.355 per kW
Transmission - Ancillary Services 5 Supplemental Reserve Service -

Summer On-peak Demand & Off-peak Excess Demand(kW) $0.077 per kW

Winter On-peak Demand & Off-peak Excess Demand (kW) $0.058 per kW -

Energy Imbalance Service; currently charged pursuant to the Company’s OATT.

Energy Charges ($/kWh):- ' o .
Delivery Charges (in $/kWh) excludmg Systems Beneﬁts Charges $0.000433 per kWh
Summer : Winter
(May - October) (November - April)
On-Peak ' - $0.000680 $0.000290
Shoulder-Peak $0.000680 N/A
Off-Peak $0.000283 - $0.000088
System Benefils Charges (in $/kWh) : : 3 , $0.000433 per kWh
Fuel and Purchased Power Charges (in $/kWh): |
Summer Winter
: ‘ (May — October) {November - April)
On-Peak ' $0.041786 ' $0.027126
Shoulder-Peak $0.041786 N/A
Off-Peak . ’ $0.026872 $0.019542

DIRECT ACCESS '

A customer's Direct Access bl will include al unbundled oomponents except those services provxded by a qualified third party. Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundied Components set forth in this tariff will be applied to the customer’s bill.

- FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE

A charge per kWh shall, subject to FERC authonzatlon be applled for costs associated w1th the xmplementatlon of the AISA in Arizona.

- Filed By: - Raymond S. Heyman ” ' : Tariff No.; . LLP-90N

Title: - Senior Vice President, General Counsel Effective:-~ ~ PENDING

District: Entire Electric Service Area o PageNo.. =~ 4.of 5

. 70628,
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e » : ‘ DOCKET NO. E-01933A-07-0402 ET AL.

‘L’:fggf’;,c 1 Pricing Plan LLP-SON

Large Light and Power Service Time-of-Use

The ezyy P/e ‘

To the charges computed under the above rate including any adjustments shall be added the apphcable proportronate part of any
taxes o governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or
the price or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder .

RULES AND REGULATIONS

The standard Rules and Regulations of the Company as on file wrth the Arizona Corporatnon Commrssron shall apply where not
inconsistent with this pricing ptan.

ADDITIONAL NOTES

Additional charges may be directly assigned to a customer based on the type of facilities (e. g., metering) dedrcated to the
customer or pursuant to the customer’s contract, if applicable. Additional or alternate Direct Access charges may be assessed
pursuant to any Direct Access fee schedule authonzed ' :

- District. ~ Entire Electric Service Area g Lo o Page No.. = 5of5

FiledBy: ~ Raymond S. Heyman S o © TarffNo: *  LLP-9ON

Tile: ~ ° Senior Vice President, General Counsel - - . v “Effective; PENDING

- 70628
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DOCKET NO. E-01933A-07-0402 ET AL,

Settlement Exhibit No. 8

' Pricing Plan R-70N-B
Residential Time-of-Use - Weekend Includes Shoulder

The En_y‘ a

AVAILABILITY : / ' .
Throughout the entire area where the facilities of the Company are of adequate capacity and are adjacent to the premises.

APPLICABILITY ‘ ’ - ' ; .

To all general power and lighting service unless otherwise addressed by specific rate schedules, when all energy is supplied at one
point of delivery and through one metered service. Not applicable to resale, breakdown, standby, or auxiliary service.

Service under this pricing plan will commence when the appropriate meter has been installed.

CHARACTER OF SERVICE : , :
Single or three phase, 60 Hertz, and at one standard nominal vollage as mutually agreed and subject to availability at point of delivery.

Primary metering may be used by mutual agreement.

PRICE SCHEDULE _
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVICE

-Customer Charge, Single Phase service = . - $ 8.00 per month- -
Customer Charge, Three Phase service - o $14.00 pé_r month
Energy Charges:
SUMMER - B .
{May - October) ~_On-Peak Shoulder-Peak Off-Peak
First 500 kWh $0.079947 $0.050121 1$0.041217
Next 3,000 kWh ~$0.096571 $0.070121 $0.057841
QOver 3,500 kWh $0.116571 $0.090121 $0.077841
Summer TOU periods: | |

Weekdays except Memorial Day, independence Day (July 4), and Labor Day. if Indépendence Day fafls on
Saturday, the Weekend schedule applies on the preceeding Friday, July 3. If Independence Day falls on Sunday,
the Weekend schedule applies on the following Monday, July 5. ' -

On-Peak: 2:00 p.m. to 6:00 p.m.
_ Shoulder-Peak 12:00 p.m. (noon) to 2:00 p.m. and 6:00 p.m. to 8:00 p.m. :
Off-Peak: 12:00 a.m. {midnight) to 12 p.m (noon) and 8:00 p.m. to 12:00 a.m. (midnight)

Weekends (Saturday and Sunday), Memorial Day, Independence Déy (or July 3 or July 5, under above conditions),
and Labor Day. ' .

On-Peak: (There are no On-Peak weekend hours).

Shoulder-Peak 2:00 p.m. o 8:00 p.m,
Off-Peak 12:00 a.m. (midnight) to 2 p.m. and 8:00 p.m. to 12:00 a.m. (midnight)

Filed By: Raymond S. Heyman ' TariffNo.: =~ R-7ON-B

Title: Senior Vice President, General Counsel _ Effective; " PENDING

District: . Entire Electric Service Area . Page No.. - lof5 : -
: : o ' ' - - 70628
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DOCKET NO. E-01933A-07-0402 ET AL.

Pncmg Plan R- 70N B ,
Resrdentral Trme-of-Use Weekend Includes Shoulder

The Enezyypeap/e '_ ',

WINTER (November Apnl) _On-Peak Off-Peak

First 500 kWh : . $0.067066 - $0.037066

Next 3,000 kWh $0.085478 ‘ $0.055478

Over 3,500 kWh ' $0.105478 $0.075478
Winter TOU periods;

Weekdays except Thanksgiving Day, Christmas Day, and New Years Day. If Christmas Day and New Years Day
fall on Saturdays, the Weekend schedule applies on the preceeding Fridays, December 24 and December 31. If
Christmas Day and New Years Day fall on Sundays, the Weekend schedule applres on the following Mondays,
December 26 and January 2.

On-Peak is 6:00 a.m. to 10:00 a.m. and 5:00 p.m. to 9:00 p.m.
Shoulder-Peak: (There are no Shoulder Peak periods in the winter)
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 a.m. to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. (midnight)

Weekends (Saturday and Sunday), Thanksgiving Day, Christmas Day (or December 24 or December 26, under above
conditions), and New Years Day (or December 31 or January 2, under above conditions).

On-Peak is 5:00 p.m. to 9:00 p.m.
Shoulder-Peak: (There are no Shoulder Peak penods in the winter)
Off-Peak is 12:00 a.m. (midnight) to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. (midnight)

- Calculation of Tiered {Block) Usage by TOU Period:
Step 1: Calculate percent usage by TOU period.
Step 2: Calculate the kWh usage by tier (block).
Step 3: Multiply percent usage by TOU period by kWh usage by fier to obtain tiered usage by TOU period.
Example; A customer using 2,000 kWh in a month, with 20% peak usage, 25% shoulder usage, and 55% offpeak
usage will have 100 kWh in peak 18! ier, 300 kWh in peak 2 tier, 125 kWh in: shoulder 1t tier, 375 kWh in shoulder 2nd
tier, 275 kWh in off-peak 15t fier, and 825 kWh in off-peak 2nd tier,

Fuel and Purchased PcWer - Base cost (per kWh):

Summer On-Peak ' $0.055440

Summer Shoulder-Peak $0.034876

Summer Off-Peak T $0.019865

Winter On-Peak - $0.042874

Winter Off-Peak ‘ » $0.025086
FiedBy:  Raymond S. Heyman | | = Tariff No.: R-7ON-B
Title; . Senior Vice President, General Counsel Lo _ ' Effective: PENDING
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DOCKET NO. E-01933A-07-0402 ET AL.

Pricing Plan R-70N-B e
Remdent:al Time-of-Use - Weekend Includes Shoulder, f

The Energy People

Purchased Power Fuel Adjuster Clause (" PPFAC") The Fuel and Purchased Power Charge shall be subject to a per kWh
adjustment to reflect any increase or decrease in the cost to the Company for energy enther generated or purchased above or -
below the base cost per kWh sold.

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING UNBUND'LED COMPONENTS:

* Customer Charges:
Meter Services
Meter Reading
Billing & Collection
Customer Delivery :
Note: Additional meter service charge of $6.00 per month for Three Phase Service.

Energy Charges:

Delivery:

((NOTE: While some delivery charges are negattve the mln/mum fotal monthly bill {excluding services prowded by third-party

$1.51 per month

$0.80 per month
$3.29 per month
$2.40 per month

service providers), shall be zero. Negative charges reduce the total monthly bill, but are not permitted fo create a negatlve bIll

which would result the customer being paid {rather than paylng) for TEP services.):

DELIVERY SUMMER
{May - October) On-Peak Shoulder-Peak Off-Peak
First 500 kWh $0.010526 ($0.000900) ($0.001396)
Next 3,000 kWh $0.027150 $0.019100 $0.015228
Over 3,500 kWh - $0.047150 $0.039100 - $0.035228
DELIVERY WINTER -
(November ~ April) On-Peak Ofi-Peak
First 500 kWh ~$0.009623 ($0.003317)
Next 3,000 kWh . ~$0.028035 - $0.015095
Over 3,500 kWh $0.048035 $0.035095
Fixed Must-Run (See Must-Run Generation — Rider No. 2)  $0.003849 per kWh
System Benefits $0.000468 per kWh
Transmission $0.007525 per kWh
Transmission / Ancillary Services :
System Control & Dispatch $0.000102 per kWh
- Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kWh
Spinning Reserve Service $0.001055 per kWh
Supplemental Reserve Service $0.000172 per kWh
FiledBy:  Raymond S. Heyman Tariff No.. R-7ON-B
Title; Senior Vice President, General Counsel Effective; PENDING
Entire Electric Service Area - Page No.: ~ 30ofS5
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- e Prlcmg PlanR7ONB | .
LZ%%? : Re51dent|a|T1me-of Use Weekend Includes Shoulder

771@ 572137_4/ PED/J/E

Energy Imbalance Service: currently charged pursuant to the Company"s OATT.
Generation Charges: o
Generation Capacify (per kWh): -

Summer On-Peak | ’ $0.055459

. Summer Shoulder-Peak - $0.037059
Summer Off-Peak : _ $0.028651
Winter On-Peak o : $0.043481
Winter Off-Peak : $0.026421

Fuel and Purchased Power - Base cost (per kWh):

Summer On-Peak ' $0.055440

Summer Shoulder-Peak $0.034876

Summer Off-Peak $0.019865

Winter On-Peak , $0.042874

Winter Off-Peak ‘ $0.025086
DlRECT ACCESS

A customer’s Direct Access bill will include all unbundled components except those services prowded bya quahﬁed thurd party. Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtamed from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer’s bill

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR LAISA) CHARGE
A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the |mplementatxon of the AISA in Arizena.

TAX CLAUSE _

To the charges computed under the abovs rate, inc!uding any adjustments, shall be added the applicable proportionate part of any
taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or
the price or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder.

RULES AND REGULATIONS
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Comm|33|on shall apply where not
inconsistent with this pricing plan.

FiledBy: ~ Raymond S. Heyman o Tariff No.: R-70N-B

Title: " Senior Vice President, General Counsel . o Effective: - . PENDING

District: Entire Electric Service Area ‘ : : Page No.: c4of5
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DOCKET No. E-01933A-07-0402 ETAL.

Prlcmg Plan R-70N-B , :
Resrdentral Trme of- Use Weekend Includes Shoulder

7775 E7Ely Pea,a/e

ADDITIONAL NOTES

- Additional charges may be directly assrgned foa customer based on the type of facilities (e.g., meterrng) dedicated to the

customer or pursuant to the customer's contract, if applicable. Additional or alternate Dlrect Access charges may be assessed
pursuant to any Direct Access fee schedule authonzed : :

Filed By:  Raymond S. Heyman = v . .Tariff No.: ' R-70N-B

Title: Senior Vice President, General Counsel Effective:. - PEND!NG__V '

District: -~ Entire Electric Service Area : : ; Page No.: -5 of 5
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POCKET NoO. E-01933A-07-0403 ET AL.

Settlement EXthI'[ No 8

| Pncmg P|an R-201BN 7
Special Residential Electric Servnce

e Ene/y Pea/c-' -

AVAILABILITY '
Throughout the entire area where the facilities of the Company are of adequate capac;ty and are adjacent to the premlses

APPLICABILITY ' :

To single phase (subject to availability at point of defivery) electric service in individual residences as described in current program
details when all service is supplied at one point of delivery and energy is metered through one meter. Additionally, this Schedule
requires that the customer use exclusively the Company's service for all space heating and all water heating energy requirements except

as provided below and that the customer's home conform to the standards of the Heating, Cooling and Comfort Guarantee program as
in effect at the time of subscription to this Schedule. Notwithstanding the above the customer’s use of solar energy for-any purpose shail

not preclude subscnptxon to this pricing plan.

Not applicable to resale, breakdown, temporary, standby, or auxiliary service or service fo individual motors exceeding 40 amperes at a
rating of 230 volts or which will cause excessive voltage fluctuations.

Customers must stay on pricing plan R-201BF for a minimum period of one (1) year. A Customer, at his/her discretion and after being
served for a twelve (12) month period of this pricing plan, may opt to switch service to the non-time-of-use R-201 pricing plan of R-201AN.
The Company shall refund to the Customer any excess moneys paid in total over the entire twelve months under pricing plan R2018F, that
would not have been paid under pricing plan R-201AN. A Customer shall be eligible to receive such a refund of excess moneys on a smgle
occasion only

|

|

|

\

‘ CHARACTER OF SERVICE '
‘ Single phase, 60 Hertz, nominal 120/240 volts.
‘ _

|

RATE
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVICE

Customer Charge, Single Phase service ' $ 8.00 per month
Customer Charge, Three Phase service $14.00 per month
Energy Charges:
Delivery Charges
Mid-Summer
{June - August) ‘ On-Peak Shoulder-Peak Off-Peak
First 500 kWh _ $0.110962 $0.043962 $0.020362
Next 3,000 kWh $0.130062 $0.063962 $0040362
Over 3,500 kWh $0.150962 $0.083962 ' $0.060362
Delivery Charges
| Remaining Summer | 1 | ]
Filed By:  Raymond S. Heyman ‘ - Tariff No.: R-201BN
Title: Senior Vice President, General Counsel : S Effectve: =~ = PENDING -~ -
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Pricing Plan R-201BN

ﬂecfﬂc | Special Residential Electric Service
Power P | g
The Energy Peap/e
(May, September - On-Peak Shoul“der-Peak . Off-Peak
October) L : '
First 500 kWh $0.047962 - §0.024162 $0.016462
Next 3,000 kWh v . $0.067962 - $0.044162 $0.036462
Over 3,500 kWh $0.087962 . $0.064162 $0.056462

Mid-Summer and Remalnmg Summer TOU penods

Weekdays except Memorial Day, Independence Day (July 4), and Labor Day. lf Independence Day falls on Saturday, the Weekend
schedule applies on the preceeding Friday, July 3. If lndependence Day falls on Sunday, the Weekend schedule applies on the
following Monday, July 5.

On-Peak: 2:00 p.m. to 6:00 p.m.

Shoulder-Peak 12:00 p.m. (noon) fo 2:00 p.m. and 6:00 p.m. to 8:00 p m.
Off-Peak: 12:00 a.m. (midnight) to 12 p.m (noon) and 8:00 p.m. to 12:00 a.m. (midnight)

Weekends (Saturday and Sunday), Memorial Day, Independence Day (or July 3 or July 5, under above conditions}, and Labor Day.

. On-Peak: (There are no On-Peak weekend hours)
Shoulder-Peak - (There are no Shoulder-Peak weekend hours)
Off-Peak Allhours. . ’
Delivery Charges S : ,
WINTER {(November - Apnl) On-Peak - Off-Peak
First 500 kWh $0.047962 ‘ $0.016462
Next 3,000 kWh . $0.067962 $0.036462
_Over 3,500 kWh ' - $0.087862 $0.056462
Winter TOU periods:

Weekdays except Thanksgiving Day, Christmas Day. and New Years Day If Chnstrnas Day and New Years Day fall on Saturdays,
the Weekend schedule applies on the preceeding Fridays, December 24 and December 31. If Christmas Day and New Years Day
fall on Sundays, the Weekend schedule applies on the following Mondays, December 26 and January 2.

On-Peak is 6:00 a.m. to 10:00 a.m. andSOOpm {0 3:00 p.m.
Shoulder-Peak: there are no shoulder peak periods in the winter.
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 a.m. to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. {midnight)

Weekends (Saturday and Sunday). Thanksgiving Day, Chnstmas Day (or December 24 or December 26, under above conditions), and
- New Years Day (or December 31 or January 2, under above conditions).

On-Peak: " (There are no On-Peak weekend hours)
Shoulder-Peak (There are no Shoulder-Peak weekend hours)
Off-Peak All hours.
Fuel and Purchased Power - Base cost (per kWh): '
. Mid-Summer On-Peak $0.077356
Filed By: - Raymond S. Heyman ’ o TariffNo.. . R-201BN
Title: - -Senior Vice President, General Counsel :  Effective: = -~ PENDING
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DOCKET NO. E-01933A-07-0402 ET AL.

Pncmg Plan R- 201BN
Spemal Res:dentlal Electrlc Serwce

Mid-Summer Shoulde’r—Peak'
Mid-Summer Off-Peak - -

Remaining Summer On-Peak .

Remaining Summer Shoulder-Peak '

Remaining SummerOff-Peak

Winter On-Peak
Winter Off-Peak

$0.038166
$0.033166
$0.057356

$0.018166 .
~ $0.013166

$0.061223
$0.017033 -

Purchased Power Fuel Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Charge shall be subject to a per kWh
adjustment to reflect any increase or decrease in the cost to the Company for energy elther generated or purchased above o
below the base cost per kWh sold

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING UNBUNDLED COMPONENTS:

Customer Charges:
Meter Services
Meter Reading
Billing & Collection
Customer Delivery

Note: Additional meter service charge of $8 00 per month for Three Phase Servu:e

Enerqy Charges:

Delivery:

((NOTE: While some delivery charges are negative,

$1.51 per month
$0.80 per month
$3.29 per month
$2.40 per month

the minimum tc al monthly bill (excluding servicés provided by third-party

service providers), shall be zero. Negative charges reduce the total monthly bill, but are not permitted to create a negative bill
which would result the customer being paid (rather than paying) for TEP services.):

Delivery Mid-Summer B :
(June - August) On-Peak Shoulder-Peak Off-Peak

First 500 kWh $0.037000 $0.012000 $0.000400

Next 3,000 kWh $0.057000 $0.032000 $0.020400

Over 3,500 kWh $0.077000 $0.052000 $0.040400
FiledBy.  Raymond S.Heyman. Tariff No.: 'R-201BN
Title: ~ Senior Vice President, General Counsel Effective:  ~ PENDING _ ,
District: - Entire Electric Service Area ‘ Page No.: Page3of2 = . 70628
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DOCKET NO. E-01933A-07-0402 ET AL.

\ L-IECf”C . Speci alplgec:i]c? elr:i?:l gl-sgf:rﬁzNSewice
\Power . 9P | Elect
The Enexy_z/Peap/e
Delivery Remaining o
_ Summer On-Peak Shoulder-Peak .= | Off-Peak
(May, September - ’ o '
October)
First 500 kWh $0.010000 $0.003000 $0.000100
Next 3,000 kWh $0.030000 $0.023000 $0.020100
Over 3,500 kWh $0.050000 $0.043000 $0.040100
Delivery Winter
(November - April) On-Peak Off-Peak
First 500 kWh $0.010000 $0.000100
Next 3,000 kWh $0.030000 $0.020100
Over 3,500 kWh $0.050000 $0.040100
Fixed Must-Run {See Must-Run Generation — Rlder No. 2) $0.003848 per kWh
System Benefits _ $0.000468 per kWh
Transmission » $0.007525 per kWh
Transmission / Ancillary Services o S
System Control & Dispatch ' $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Freguency Response $0.000389 per kWh
Spinning Reserve Service $0.001055 per kWh -
Supplemental Reserve Service - $0.000172 per kWh

Energy imbalance Service: currently charged pursuant to the Company's OATT.

Generation Charges:
Generation Capacity {per kWh):

Mid-Summer On-Peak $0.060000

Mid-Summer Shoulder-Peak ~30.018000
Mid-Summer Ofi-Peak $0.006000
| Remaining Summer On-Peak v $0.024000

Remaining Summer Shoulder-Peak $0.007200

Remaining SummerOff-Peak $0.002400

Winter On-Peak $0.024000

Winter Off-Peak $0.002400
Filed By: Raymond S. Heyman Tariff No.: R-201BN
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A E'/ECI'I'IC' N | - Pncrng Plan R-201BN
"'POUIEI S Specral Resrdentral Electric Servrce

7he E'neryy Pea,a/e

Fuel and Purchased Power Base cost (per kWh):' L L
Mid-Summer On-Peak : - .$0.077356

Mid-Summer Shoulder-Peak : - $0.038166
Mid-Summer Off-Peak” - - $0.033166
Remaining Summer On-Peak - .$0.0573%
Remaining Summer Shoulder-Peak = $0.018166
Remaining SummerOfi-Peak . $0.013166
Winter On-Peak - . $0.061223
Winter Off-Peak $0.017033 -
DIRECT ACCESS

A customer’s Direct Access bill will include all unbundled components except those services provided by a quahﬁed third party Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer's bill.

FOR DIRECT ACCESS: ARIZONA lNDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE
A charge per kWh shall, subject to FERC authorization, be applied for costs assocrated with the |mplementat|on of the AISA in Arizona,

TAX CLAUSE

To the charges computed under the above rate, mcludrng any adjustrnents shall be added the apphcable proportionate part of any taxes
or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or the price
or revenue from the electric energy or service sold and/or the voiume of energy generated or purchased for sale and/or sold hereunder.

RULES AND REGULATIONS o
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commrssron shall apply where not

inconsistent with this pricing plan.

ADDITIONAL NOTES : ‘

Additional charges may be directly assrgned to a customer based on the type of facilities (e.g., metering) dedrcated to the customer or
pursuant to the customer’s contract, if applicable. Additional or altemate Direct Access charges may be assessed pursuant to any Direct
Access fee schedule authorized,

FiledBy:  Raymond S. Heyman ' : ~ TaiffiNo. °  R-201BN

Title: Senior Vice President, General Counsel : - Effective: . - PENDING
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DOCKET NO. E-01933A-07.0402 ET AL
S Settlement Exhibit No. 8 -

 Pricing Plan R-201AN |
Special Residential Electric Service

‘ 777 57 eap/e

AVAILABILITY o Sy -
Throughout the entire area where the facilities of the Company are of adequate capacity and are adjacent to the premises.

 APPLICABILITY - R

To single phase or three phase (Option A only) (subject to availability at point of delivery) electric service in individual residences as ‘
described in current program details when all service is supplied at one point of delivery and energy is metered through one meter.
Additionally, this Schedule requires that the customer use exclusively the Company's service for all space heating and all water heating

* energy requirements except as provided below and that the customer's home conform to the standards of the Heating, Cooling and

Comfort Guarantee program as in effect at the time of subscription to this Schedule. Notwithstanding the above, the customier's use of
solar energy for any purpose shall not preclude subscription to this pricing plan. ' : o

Not applicable to resale, breakdown, temporary, standby, or auxiliary service or service to individual motors exceeding 40 arhperes ata -

rating of 230 volts or which will cause excessive voltage fluctuations.

CHARACTER OF SERVICE
Single, 60 Hertz, nominal 120/240 volts.

RATE | :
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVICE

* Customer Charge,Single Phase service L _ | B 7.00 bér month
Customer Charge, Three Phase service o e o $14.00 per month
Energy Charges: ' '
Delivery Char'geé - :
Mid-Summer - Remaining Summer Winter
{June - August) (May, September - {November - April)
v : October) :
First 500 kwh $0.065598 $0.022737 $0.020737
Next 3,000 kWh $0.085598 $0.042737 $0.040737
Over 3,500 kWh $0.105598 $0.062737 $0.060737
Filed By: ~ Raymond S. Heyman : , S Tariff No.: "R201AN
Title: Senior Vice President, General Counsel Effective: PENDING
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DOCKET NO. E-01933A-07-0402 ET AL.

, Pr1c1ng Plan R-201AN
Spec1al Resrdentlal Electric Servxce

7he Pap/e .

Fuel and Purchased Po_wer - Base cost (per kWh) o
Mid-Summer o - $0.043166

Remaining- Summer R C$0.023166
Winter . P : oo 80, 027033

Purchased Power Fuel Adjuster Clause (" PPFAC') The Fuel and Purchased Power Charge shall be subject toa per kWh ‘
adjustment to reflect any increase or decrease in the cost to the Company for energy either generated or purchased above or
below the base cost per kWh sold. S :

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING .UNBUNDLED COMPONENTS:

Customer Charges: - ‘ : ' ,'
Meter Services : $1.510 per month
Meter Reading $0.800 per month
Billing & Collection $3.290 per month
Customer Defivery $1.400 per month

Note: Additional meter service charge of $6.000 per month for Three Phase Service.

Energy Charges

Delivery Charges

((NOTE: While some delivery charges are negative, the minimum total monthly bill (excluding services provrded by third-party
service providers), shall be zero. Negative charges reduce the fotal monthly bill, but are not permrtted fo creale a negative bill,
which would result the customer being paid (rather than payrng) for TEP services.):

Mid-Summer Remaining Summer Winter
(June — August) (May, September - (November - April)
: Oclober)
First 500 kWh $0.008275 $0.006275 $0.004275
Next 3,000 kWh $0.028275 $0.026275 $0.024275
Over 3,500 kWh $0.048275 $0.046275 - $0.044275

Fixed Must-Run (See Must-Run Generation - Rider No. 2)  $0.003849 per kWh

System Benefits ' : $0.000468 per kWh -
Transmission _ - $0.007525 per kWh
Transmission / Ancillary Services
System Control & Dispalch $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kWh
Spinning Reserve Service $0.001055 per kWh
Supplemental Reserve Service $0.000172 per kWh

Energy Imbalance Service: currently charged pursuant to the Company’s OATT.

FiledBy: ~ Raymond S.Heyman ' ' TaiffNos - R-201AN
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DOCKET NO. E-01933A-07-0402 ET AL.

~ Pricing Plan R-201AN
Special Residential Electric Service

The Energy Pea/e

Generation Charges:
Generation Capacity (per kWh):

~'Mid-Summer ' $0.043361

- Remaining-Summer : $0.002500
Winter 3 . $0.002500

Fuel and Purchased Power - Base cost (per kWh): . . :
Mid-Summer v . $0.043166
Remaining-Summer o $0.023166

Winter | $0.027033

DIRECT ACCESS : , R

A customer's Direct Access bill will include all unbundled components except those services provided by a qualified third party. Those
services may include Metering (Instaliation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer's bill ' :

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE v
A charge per kWh shall, subject o FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

TAX CLAUSE . . _ S :

To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part of any taxes
or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or the price
or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold hereunder.

RULES AND REGULATIONS ' : ' .
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commission shall apply where not
inconsistent with this pricing ptan. : i . o

ADDITIONAL NOTES - , v ,
Additional charges may be directly assigned to a customer based on the type of facilties (e.g., metering) dedicated fo the customer or
pursuant to the customer's contract, if applicable. Additional or alternate Direct Access charges may be assessed pursuant to any Direct
Access fee schedule authorized. ' .

Filed By;  Raymond S. Heyman : ‘ Tariff No.: R-201AN
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SemementExmbﬂNo 8

| S | Prlcmg Plan R-TON-C .
LZ%%‘; Res:dentlal Tlme-of Use Weekend Includes Super-Peak
7775 Eherypeup/e | o
AVAILABLITY

Throughout the entxre area where the fac:lltles of the Company are of adequate capaCIty and are adjacent to the premxses

APPLICABILITY '

To all general power and llghtmg service unless otherwise addressed hy specific rate schedules, when all energy is supplied at one
point of delivery and through one metered service. Not applicable to resale, breakdown, standby, or auxmary service.

Service under this pricing plan will commence when the appropnate meter has been installed.

CHARACTER OF SERVICE : '
Single or three phase, 60 Hertz, and at one standard nominal voltage as mutually agreed and subject to availability at pomt of delivery.
Primary melenng may be used by mutual agreement.

PRICE SCHEDULE '
A monthly net bill at the followmg rate plus any adjustments mcorporated in this pricing plan

BUNDLED STANDARD OFFER SERVICE

Customer Charge, Single Phase service Coro : $ 8.00 per month
Customer Charge, Three Phase service : Co o $14.00 per month
Energy Charges:
© SUMMER : - _
{(May ~ October) On-Peak - - Shoulder-Peak Off-Peak
First 500 kWh ' $0.077356 $0.049507 $0.038229
Next 3,000 kWh - $0.096354 $0.069507 $0.057227
Over 3,500 kWh $0.116354 : $0.089507 $0.077227
Summer TOU periods:

Weekdays except Memorial Day, Independence Day (July 4), and Labor Day. If lndependence Day fallson
Saturday, the Weekend schedule applies on the preceeding Fnday, July 3. If lndependence Day falls on Sunday,
the Weekend schedule applies on the following Monday, July 5.

On-Peak: 2:00 p.m. to 6:00 p.m.
Shoulder-Peak 12:00 p.m. (noon) to 2:00 p.m. and 6:00 p.m. to 8:00 p.m.
Off-Peak: 12:00 a.m. (midnight) to 12 p.m {noon) and 8:00 p.m. to 12:00 a.m. {midnight)

Weekends (Saturday and Sunday), Memorial Day, Independence Day (or July 3or July 5, under above condmons)
and Labor Day.

On-Peak: 2:00 p.m. to 8:00 p.m. '
Shoulder-Peak (There are no Shoulder-peak weekend hours)
Off-Peak 12:00 a.m. (midnight) to 2 p.m. and 6:00 p.m. to 12:00 a.m. (midnight)

Filed By: - RaymondS Heyman | , » ~oa TariffNo: RTONC
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POCKET NO. E-01933A-07-0402 ET AL.

o Pricing PlanR-TON-C
Residential Time-of-Use - Weekend Includes Super-Peak -

\\Power
The Energy Pegple
WINTER (November - April) On-Peak Of-Peak
First 500 kWh $0.066452 $0.036452
Next3,000kWh __ T $0.084864 $0.054864
Over 3,500 kWh $0.104864 $0.074864
Winter TOU periods: _

Weekdays except Thanksgiving Day, Christmas Day, and New Years Day. If Christmas Day and New Years Day
fall on Saturdays, the Weekend schedule applies on the preceeding Fridays, December 24 and December 31. If
Christmas Day and New Years Day fall on Sundays, the Weekend schedule applies on the following Mondays,
December 26 and January 2. L ‘ .

On-Peak is 6:00 a.m. to 10:00 a.m. and 5:00 p.m. to 9:00 p.m.
Shoulder-Peak: (There are no Shoulder Peak periods in the winter)
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 a.m. to 5:00 p.m., and 9:00 p.m. o 12:00 am. (midnight) .

Weekehds (Saturday and Sunday), Thanksgiving Day, Christmas Day (or'December 24 or December 26, under above
conditions), and New Years Day (or December 31 or January 2, under above conditions). .

On-Peak is 5:00 p.m. o 9:00 p.m.

Shoulder-Peak: (There are no Shoulder Peak periods in the winter)
Off-Peak is 12:00 a.m. (midnight) to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. {midnight)

Fuel and Purchased Power - Base cost (per kWh):

Summer On-Peak » - $0.054330
Summer Shoulder-Peak $0.034177
Summer Off-Peak $0.019467
Winter On-Peak $0.042015
Winter Off-Peak $0.024584

Purchased Power Fue! Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Charge shéll be subject to a per kWh
adjustment to reflect any increase or decrease in the cost to the Company for energy either generated or purchased above or
below the base cost per kWh sold.

Filed By, Raymond S. Heyman ' o - Tariff No.: : R-7ON-C .
Title: Senior Vice President, General Counsel Effecive: ~ PENDING

District: . Entire Electric Service Area . ; _ , PageNo..  20of5
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~ DOCKETNO. E—U]933A-07—0402 ETAL.

Pricing Plan R- 70N C

Pawer Res1dentlal T:me-of Use Weekend Includes Super-Peak :

The Ew/y Peap/e

BU'NDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOW!NGPUNBUNDLED COMPONENTS:

Customer Charges

Meter Services'
Meter Reading
Billing & Coflection
Customer Delivery

$1.51 per month-

$0.80 per month .

$3.29 per month
$2.40 per month

Note: Additional meter service charge of $6.00 per month for Three Phase Servnce :

Energy Charges:

Delivery:

~ ((NOTE: While some delivery charges are negative, the minimum total monthly bill (excluding services provided by third-party
service providers), shall be zero. Negative charges reduce the total monthly bill, but are not permitted lo create a negalive bill,
which would result the customer being paid {rather than paying) for TEP serwces ):

DELIVERY SUMMER ' _ ‘
{May - October) On-Peak Shoulder-Peak Off-Peak
First 500 kWh $0.009938 ($0.001547) {$0.001917)
Next 3,000 kWh $0.028936 $0.018453 $0.017081
Over 3,500 kWh $0.048936 $0.038453 $0.037081
DELIVERY WINTER - ,
{November - April) On-Peak Off-Peak
First 500 kWh $0.008866 ($0.003779)
Next 3,000 kWh $0.027278 $0.014633
Over 3,500 kWh 30.047278 $0.034633
Fixed Must-Run (See Must-Run Geheraﬁon ~Rider No.2)  $0.003849 per kWh
System Benefits $0.000468 per kWh
_ Transmission $0.007525 per kWh
Transmission / Ancillary Services
System Control & Dispatch $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kWh
Spinning Reserve Service $0.001055 per kWh
Supplemental Reserve Service $0.000172 per kWh

Energy Imbalance Service: currently charged pursuant to the Company's OATT.

FiledBy: -~ Raymond S. Heyman
Senior Vice President, General Counsel

Title:

. District,

Entire Electric Service Area

TarffNo. . R-7TON-C
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JOCKET NO. E-01933A-07-0402 ET AL.

: Pncmg Plan R-70N- C , :
Resndentlal Time-of- Use Weekend lncludes Super—Peak

7ﬁe Eey Pea/e

Generatlon Charge =

Generatlon Capaclty (per kWh)

" Summer On-Peak IR '$0.053456

Summer Shoulder-Peak - . $0.037092
Summer Off-Peak : o $0.026184 .
Winter On-Peak i $0.043624

' Wlnter Off-Peak ) $0.026269, :

Fuel and Purchased Power - Base cost (per kWh):

Summer On-Peak .  $0.054330
Summer Shoulder-Peak - $0.034177
Summer Off-Peak . - $0.019467
Winter On-Peak : $0.042015
- Winter Off-Peak L $0.024584
' DIRECT ACCESS

A customer’s Direct Access bill wm mclude all unbundled components except those services provided by aqualified third party.. Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtamed from the Company, the rates for
Unbundled Components set forth in this tariff will be applied 1o the cusiomer’s bill.

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMIN|STRATOR (AISA) CHARGE

A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

| TAXCLAUSE

To the charges computed under the above rate, including any adjustments, shall be added the applacable proportionate part of any
taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or
the price or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or soid
hereunder v

RULES AND REGULATIONS
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commission shall apply where not
mcons:stent with this pricing plan. .

Filed By: ~ Raymond S. Heyman LT " TariffNo: R-70N-C

Title: Senior Vice President, General Counsel . v Effective: - PENDING
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DOCKET NO. E-01933A-07-0402 ET AL.

~ R R Prlcmg Plan R 70N-C - |
L;l,ea%s. | ReSIdentlal Tlme-of Use - Weekend lncludes Super-Peak
mE&eznyeaple' |
ADDITIONAL NOTES

Additional charges may be directly assigned to a customer based on the type of facilities (e.g., metenng) dedlcated to the
customer or pursuant to the customet’s confract, if applicable. Addmonal or alternate Direct Access charges may be assessed
pursuant io any Direct Access fee schedule authonzed ‘ : N

FiledBy: ~ Raymond S.Heyman ‘ . TariffNo. R-TON-C

Title: Senior Vice President, General Counsel : Effective; _ PENDING
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DOCKET NO. E-01933A-07-0402 ET AL.

Settlement Exhibit No.8 -

Hecfr/c | . n
\ ; " Pricing Plan R-01
N Pawer | - Residential Electric Service -
77715' &E/yypeap/e' ' o
AVAILABILITY

Throughout the entire area where facnlltxes of the Company are of adequate capacity and are ad]acent to the premlse

APPLICABILITY

To all single phase or three phase (subject to avaIIablhty at point of delivery) residential electric service in individual private dwelhngs and
individually metered apartments when all service is supplied at one point of delivery and energy is metered Ihrough one meter;

however, electric water heating may be melered separately. :

Not applicable to resale, breakdown, standby, auxiliary service, or service to individual motors exceeding 40 ampefes at a rating of 230

‘volts or which will cause excessive voltage fluctuations.

CHARACTER OF SERVICE
Single or three phase, 60 Hertz, nominal 120/240 voIts

RATE
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVICE

. Customer Charge, Single Phase service $ 7.00 per month
Customer Charge, Three Phase service $13.00 per month

Energy Charges All energy charges below are charged ona per kWh basis. -

Delivery Charges

Summer Winter
.|~ (May - October) {November - April)
First 500 kWh $0.046925 $0.047309
Next 3,000 kWh $0.068960 $0.067309
3,501 kWh and above $0.088960 $0.087308
Fuel and Purchased Power:
Summer, all kWhs $0.033198 per kWh

Winter, alf kWhs $0.025688 per kWh

Purchased Power Fuel Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Chargé shall be subject o a per
kWh adjustment in accordance with Rider-1 PPFAC to reflect any increase or decrease in the cost to the Company for
energy either generated or purchased above or below the base cost per kWh sold.

Filed By: ~ Raymond S. Heyman | Tariff No.: - R-01
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DOCK
» CKET No, E—01933A~07-0402 ET AL

L‘ZEC’/IC‘ .  Pncmg Plan R-01A
DLUEf e Re5|dentlal Electrlc Serwcé :

7he Enezy Peap/e

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOW[NG UNBUNDLED COMPONENTS

CustomerCharge. D : , ' T
*. - Meter Services : A : $1.51 per month .

- Meter Reading BT R .. $0.80 permonth
Biling & Collection -~ - - "o oo o - $329permonth . .
Customer Dehvery o - $1:40 per month
Note Additional meter service charge of $6.00 per month for Three Phase Serwoe o
Energy Charges (kWh): | |
Delivery Charges :
- Summer Winter ,
v {(May ~ October) {November - April) o
First 500 kWh $0.000025 $0.003076
Next 3,000 kWh $0.022060 $0.023076
3,501 kWh and above $0.042080 $0.043076
Generation Capacity ‘ '
Summer $0.032938 per kWh
‘ Winter , , ‘ ~ $0.030271 per kWh
| . i )
. Fixed Must-Run : : $0.003849 per kWh
System Benefits ' $0.000468 per kWh
| Transmission : , $0.007525 per kWh
Transmission Ancillary Services
System Control & Dispalch $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kWh
- Spinning Reserve Service : $0.001055 per kWh
Supplemental Reserve Service $0.000172 per kWh

Energy imbalance Service: currently charged pursuant to the Company's OATT.

Fuel and Purchased Power: : '
Summer L , : $0.033198 per kWh
Winter $0.025698 per kWh

DIRECT ACCESS

~ A customer’s Direct Access bill will include all unbundled components except those services prowded by a qualified thnrd party. Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer’s bifl.

Flled By: ~ Raymond S. Heyman ' - © TarffNo:  R01
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DOCKET NO. E-01933A-07-0402 ET AL.

Pricing Plan R-01
Residential Electric Service

e E-hey Pea

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE :
A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

TAX CLAUSE : ’ , ,

To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part of any taxes
or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or the price
or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale andfor sold hereunder.

RULES AND REGULATIONS | | | | o |
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commission shall apply where not

inconsistent with this pricing plan. v : T

ADDITIONAL NOTES ' S L ,
Additional charges may be directly assigned to a customer based on the type of facilities (e.g., metering) dedicated to the customer or
pursuant to the customer's contract, if applicable. Additional or alternate Direct Access charges may be assessed pursuant fo any Direct

Access fee schedule authorized.

Filed By:  Raymond S. Heyman Tariff No.: R-01
Title: Senior Vice President, General Counsel . o Effective: PENDING
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Settlement Exhibit No. 8

Pncmg Plan R-70N- D ,
Residential Time- of Use Weekend Entlrely Off Peak

The _/7Pe

AVAILABILITY
Throughout the entire area where the facnhtles of the Company are of adequate capacxty and are adjacent to the premises.

APPLICABILITY -
To all general power and lighting service unless otherwuse addressed by specxﬁc rate schedules when all energy is supplied at one
point of delivery and through one metered service. Not applicable to resale, breakdown, standby, or auxiliary service.

Service under this pricing plan will commence when the appropriale meter has been mstalled '

CHARACTER OF SERVICE - '
Single or three phase, 60 Hertz, and at one standard nominal voltage as mutually agreed and subject to availability. at point of dehvery
Primary metering may be used by mutual agreement

PRICE SCHEDULE
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVtCE

Customer Charge, Single Phase service $ 8.00 per month
Customer Charge, Three Phase service : $14.00 per month
Energy Charges:
SUMMER
{May — October) On-Peak Shoulder-Peak - Off-Peak
First 500 kWh $0.091873 $0.049814 $0.042073
Next 3,000 kWh - §0.107334 $0.069814 $0.057534
Qver 3,500 kWh $0.127334 $0.089814 $0.077534

Summer TOU periods:

Weekdays except Memorial Day, Independence Day (July 4), and Labor Day. If independence Day falls on
Saturday, the Weekend schedule applies on the preceeding Friday, July 3. If Independence Day falls on Sunday,
the Weekend schedule applies on the following Monday, July 5. .

On-Peak: 2:00 p.m. to 6:00 p.m.
Shoulder-Peak 12:00 p.m. (noon) to 2:00 p.m. and 6:00 p.m. to 8:00 p.m.
Off-Peak: 12:00 a.m. (midnight) to 12 p.m (noon) and 8:00 p.m. to 12:00 a.m. (midnight)

Weekends {Saturday and Sunday), Memorial Day, Independence Day (or July 3 of July 5, under above conditions),
and Labor Day.

On-Peak: (There are no On-Peak weekend hours)
Shoulder-Peak (There are no Shoulder-Peak weekend hours)
~Off- Peak All hours.

DOCKET NO. E-Dl933A—07 0402 ET AL.
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DOCKET NO. E-01933A-07-0402 ET AL.

Tucson

\ g ) Pricing Plan R-70N-D
3 LZ%%&: Resxdentlal Time-of- Use Weekend Entlrely Off- Peak

ﬂze Enezyy Peap/e

WINTER (November - Aprif) On-Peak ' Off-Peak

First 500 kWh $0.068737 $0.038737

Next 3,000 kWh $0.085171 $0.055171

Over 3,500 kWh ’ - $0.105171 $0.075171
Winter TOU periods:

Weekdays except Thanksgiving Day, Christmas Day, and New Years Day. If Christmas Day and New Years Day
fall on Saturdays, the Weekend schedule applies on the preceeding Fridays, December 24 and December 31. If
Christmas Day and New Years Day fall on Sundays, the Weekend schedule applies on the following Mondays
December 26 and January 2.

On-Peak is 6:00 a.m. to 10:00 a.m. and 5:00 pm to 9:00 p.m.
Shoulder-Peak: there are no shoulder peak periods in the winter.
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 am. to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. (midnight)

Weekends (Saturday and Sunday), Thanksgwmg Day, Christmas Day (or December 24 or December 26, under above
conditions}, and New Years Day (or December 31 or January 2, under above conditions).

. On-Peak: (There are no On-Peak weekend hours)

Shoulder-Peak (There are no Shoulder-Peak weekend hours)
Ofi-Peak Al hours.

Fuel and Purchased Power - Base cost (per kWh): '

- Summer On-Peak $0.058271

- Summer Shoulder-Peak $0.036656
Summer Off-Peak © . $0.020880
Winter On-Peak : $0.045063

Winter Off-Peak v . $0.026368

Purchased Power Fuel Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Charge’ shall be subject to a per kWh
. adjustment fo refiect any increase or decrease in the cost to the Company for energy either generated or purchased above or
below the base cost per kWh sold.

Filed By:  Raymond S. Heyman | - TariffNo.: R-7ON-D -
Title: Senior Vice President, General Counsel - Effective; .~ PENDING
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- DOCKET NO. E-01933A-07-0402 ET AL.

' . Pncmg Plan R- 70N D S
Resxdentlal T|me-of-Use Weekend Entlrely Off Peak

7heEhz-:'/yy Peap/e

BUNDLED STANDARD OFFER SERVICE CONVSISTS’ OF THE FOLLOWING UNBUNDLED COMPONENTS: v,

CuetomerCha;ges: ; S '
Meter Services . - - -$1.51 per month

Meter Reading $0.80 per month
Billing & Collection - . $3.29 per month’
Customer Delivery $2.40 per month

Note: Additional meter service charge of $6.00 per month for Three Phase Service.
Energy Charges:_ | ' : ' o o | S

Delivery:

((NOTE: While some delivery charges are negative, the minimum total monthly bill (excluding services provided by third-party
service providers), shall be zero. Negative charges reduce the total monthly bill, but are not permitted fo create a negative bill,
which would result the customer being paid (rather than paying) for TEP services )

DELIVERY SUMMER » , :
{May — October) : On-Peak Shoulder-Peak Off-Peak
First 500 kWh $0.022190 ($0.000534) ($0.001075)
Next 3,000 kWh $0.037651 $0.019466 $0.014386
Over 3,500 kWh $0.057651 $0.039466 $0.034386
DELIVERY WINTER :
~ {November - ALII) On-Peak Off-Peak
First 500 kWh $0.010124 {$0.002983)
Next 3,000 kWh $0.026558 $0.013445
Over 3,500 kWh $0.046558 $0.033445

Fixed Muet-Run (See Must-Run Generation — Rider No. 2)  $0.003849 per kWh

System Benefits A $0.000468 per kWh
Transmission , _ $0.007525 per kWh
Transmission / Ancillary Services : ‘
System Control & Dispatch ’ $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kWh
Spinning Reserve Service $0.007055 per kWh
Supplemental Reserve Service $0.000172 per kWh

Energy Imbalance Service: current!y charged pursuant 1o the Company s OATT.

FiledBy: - Raymond S. Heyman ‘ ’ ~ - TaiffNo. R7ON-D

Title: Senior Vice President, General Counse! ’ : Effective; | PENDING

District: Entire Electric Service Area B : Page No.: - 30of5 -
: ‘ : ‘ ' ' ' B 70628

DECISION NOC.



DOCKET NO. E-01933A-07-0402 ET AL.

, Pricing Plan R-70N-D | -
- Residential Time-of-Use — Weekend Entirely Off-Peak '

The y Pap/e

Generation Charges:
Generation Cbaﬁacity (per k_Wh)i "

Summer On-Peak S  $0.055721

Summer Shoulder-Peak R $0.036386
Summer Off-Peak : $0.029186
Winter On-Peak 30044651

Winter Off-Peak © $0.027764

Fuel and Purchased Power - Base cost (per kWh):

Summer On-Peak L . $0.058271
Summer Shoulder-Peak s $0.036656
~ Summer Off-Peak $0.020880
Winter On-Peak - ' $0.045063
Winter Off-Peak - $0.026368
DIRECT ACCESS o

A customer's Direct Access bill will include all unbundled components except those services provided by a qualified third party. Those
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundied Components set forth in this tariff will be applied to the customer’s bill. ' ’ '

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE
A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

TAX CLAUSE ' | | o
To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part of any
taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or
the price or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder, : : :

RULES AND REGULATIONS ,
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commission shall apply where not
inconsistent with this pricing plan. ' o

FiledBy: ~ Raymond S.Heyman - ‘ : Tariff No.: R-7ON-D
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- The _Enpeap/e :

DOCKET NO. E-01933A-07-0402 ET AL.

R Prlcmg Plan R-70N- D S
Remdent:al Tlme-of-Use ‘Weekend Entlrely Off Peak

ADDITIONAL NOTES

Additional charges may be directly asmgned to a customer based on the type of facilities (e.g., metenng) dedlcated fo the

customer or pursuant to the customer's contract, if applicable. Additional or altemate Direct Access charges may be assessed
pursuant toany Dn’ect Access fee schedule authorized.

Filed By: RaymondS Heyman = . » S Tariff No.: R-70N-D
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DOCKET NO. E-01933A-07-0402 ET AL.

: ‘ ' Settlement Exhibit No. 8
Pricing Plan R-201CN ’ :
Special Residential Electric Service

Electric
\Power

The _l/ eap/e'

AVAILABILITY | R : | I
Throughout the entire area where the facilities of the Company are of adequate capacity and are adjacent o the premises.

APPLICABILITY s o , _ : , :

To single phase (subject to availability at point of delivery) electric service in individual residences as described in current program
details when all service is supplied at one point of delivery and energy is metered through one meter. Additionally, this Schedule
requires that the customer use exclusively the Company’s service for all space heating and all water heating energy requirements except
as provided below and that the customer's home conform to the standards of the Heating, Cooling and Comfort Guarantee program as
in effect at the time of subscription to this Schedule. Notwithstanding the above, the customer’s use of sofar energy for any purpose shall -
not preclude subscription to this pricing plan. ' ’ ‘ : :

Not applicable to resale, breakdown, temporary, standby, or auxiliary service or service to individual motors exceeding 40 amperes ata
rating of 230 volts or which will cause excessive voltage fluctuations. - :

Customers must stay on pricing plan R-201CF for a minimum period of one (1) year. A Customer, at hisher discretion and after being
served for a twelve (12) month period of this pricing plan, may opt to switch service to the non-time-of-use R-201 pricing plan of R-201AN.
The Company shall refund to the Customer any excess moneys paid in total over the entire twelve months under pricing plan R201CF, that
would not have been paid under pricing plan R-201AN. A Customer shall be eligible to receive such a refund of excess moneys on a single

occasion only.

CHARACTER OF SERVICE
Single phase, 60 Hertz, nominal 120/240 volts.

- RATE

A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

. BUNDLED STANDARD OFFER SERVICE

Customer Charge, Single Phase service $ 8.00 per month
Customer Charge, Three Phase service v $14.00 per month -
Energy Charges: '
Delivery Charges
Mid-Summer , ,
(June — August) On-Peak Shoulder-Peak Off-Peak
First 500 kWh , $0.099462 $0.040512 $0.019626
Next 3,000 kWh ' $0.117162 $0.058212 $0.037326
Over 3,500 kWh $0.134862 $0.075912 $0.055026
Defivery Charges
FiledBy:  Raymond S.Heyman ' Tariff No.: R-201CN
Title: Senior Vice President, General Counsel Effective: PENDING

District: Entire Electric Service Area . : : - PageNo.. = Pagelof5

- 70628
_DECISION NO. '




DOCKET NO. E-D1933A-07-0402 ET AL.

Pricing Plan R-201CN

N\ Imrsrrar - Special Residential Electric Service
N\ Power e dential Electric Service .
7he Energy People

Remaining Summer : o .

(May, September - On-Peak ' Shoulder-Peak Off-Peak
October) .

First 500 kWh $0.044052 $0.022989 $0.016175

Next 3,000 kWh $0.061752 _ $0.040689 $0.033875

Over 3,500 kWh : $0.079452 $0.058389 ' $0.051575

Mid-Summer and Remaining Summer TOU periods:

' Weekdays except Memorial Day, Independence Day (July 4), and Laborr Day. If Independence Day falls on Saturday, the Weekend -
schedule applies on the preceeding Friday, July 3. If independence Day falls on Sunday, the Weekend schedule applies on the
following Monday, July 5. : ‘ S

On-Peak: 2:00 p.m. to 6:00 p.m. :
Shoulder-Peak 12:00 p.m. (noon) to 2:00 p.m. and 6:00 p.m. to 8:00 p.m. : .
Off-Peak: 12:00 a.m. (midnight) to 12 p.m (noon) and 8:00 p.m. to 12:00 a.m. {midnight)

Weekends (Saturday and Sunday), Memorial Day, Independence Day (or July 3 or July 5, under above condiﬁons), and Labor Day.

On-Peak: (There are no On-Peak weekend hours)

Shoulder-Peak (There are no Shoulder-Peak weekend hours)

Off-Peak All hours. :

Delivery Charges ' ‘
WINTER (November — April) On-Peak Off-Peak
First 500 kWh $0.044052 $0.016175
Next 3,000 kWh $0.061752 $0.033875
Over 3,500 kWh $0.079452 - $0.051575
Winter TOU periods:

Weekdays except Thanksgiving Day, Christmas Day, and New Years Day. If Christmas Day and New Years Day fall on Saturdays,
the Weekend schedule applies on the preceeding Fridays, December 24 and December 31. If Christmas Day and New Years Day
fall on Sundays, the Weekend schedule applies on the following Mondays, December 26 and January 2.

On-Peak is 6;00 a.m. to 10:00 a.m. and 5:00 p.m. to 9:00 p.m.
Shoulder-Peak: there are no shoulder peak periods in the winter. .
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 a.m. to 5:00 p.m., and 9:00 p.m. to 12:00 a.m. (midnight)

Weekends (Saturday and Sunday), Thanksgiving Day, Christmas Day (or December 24 or December 26, under above conditions), and
New Years Day {or December 31 or January 2, under above conditions). - ,

On-Peak: : (There are no On-Peak weekend hours)
Shoulder-Peak (There are no Shoulder-Peak weekend hours)
Off-Peak Al hours.

Fuel and Purchased Power - Base cost (per kWh):

Filed By: = Raymond S. Heyman » ' ' Tariff No.: R-201CN
Title: Senior Vice President, General Counsel v " Effective: " 'PENDING

District: Entire Electric Service Area : - Page No.: Page2 of 5

.. 7062
DECISIONNO,




DOCKET NO. E-01933A-07-0402 ET AL.

Pricing Plan R-201CN
Special Residential Electric Service

7he Ee ap[e :

Mid-Summer On-Peak
Mid-Summer Shoulder-Peak
Mid-Summer Off-Peak

Remaining Summer On-Peak
Remaining Summer Shoulder-Peak
Remaining SummerOfi-Peak

Winter On-Peak
" Winter Off-Peak

$0.078903

© $0.038929

$0.033829

$0.058503
$0.018529
$0.013429

$0.062447
$0.017374

Purchased Power Fuel Adjhster Clause ("PPFAC"): The Fuel and Purchased Power Charge shall be subject to a per kWh
adjustment to reflect any increase or decrease in the cost to the Company for energy either generated or purchased above or

below the base cost per kWh sold.

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FVOVLLOWING UNBUNDLED COMPONENTS:

Customer Charges:
Meter Services

Meter Reading -
Billing & Collection
Customer Delivery

$1.51 per month
$0.80 per month

-$3.29 per month

$2.40 per month

Note: Additional meter service charge of $6.00 per month for Three Phase Service.

Energy Charges:

Delivery:

((NOTE: While some delivery charges are negative, the minimum fotal monthly bill (excluding services provided by third-party
service providers), shall be zero. Negative charges reduce the total monthly bill, but are not permitted fo create a negative bi
which would result the customer being paid (rather than paying) for TEP services.): -

District: Entire Electric Service Area -

Delivery Mid-Summer '

{June - August) On-Peak Shoulder-Peak Off-Peak

First 500 kWh $0.032400 $0.010620 $0.000354

Next 3,000 kWh $0.050100 $0.028320 $0.018054

Over 3,500 kWh $0.067800 $0.046020 $0.035754
-~ FiledBy:  Raymond S. Heyman Tariff No.: " R-201CN
Title: - Senior Vice President, General Counsel Effective: - PENDING
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: Pncmg Plan R 201CN
’ Spemal Residential EIectrlc Servnce

7he Eneznyeap/E :
Remaining Summer . :
(May, September - On-Peak Shoulder-Peak . . Off-Peak
October) ’ : : o
First 500 kWh $0.008850 $0.002655 $0.000089
Next 3,000 kWh $0.026550 $0.020355 $0.017789
Over 3,500 kWh $0.044250 $0.038055 $0.035489
Delivery Winter
{November ~ April) On-Peak Off-Peak
First 500 kWh $0.008850 $0.000089
Next 3,000 kWh $0.026550 $0.017789
Over 3,500 kWh $0.044250 $0.035489
Fixed Must-Run (See Must-Run Generation - Rider No. 2)  $0.003849 per kWh
System Benefits $0.000468 per kWh
Transmission  $0.007525 per kWh
Transmission I Ancillary Services
System Control & Dispatch $0.000102 per kWh
Reactive Supply and Voltage Control $0.000402 per kWh
Regulation and Frequency Response $0.000389 per kwWh
Spinning Reserve Service $0.001055 per kWh
Supplemental Reserve Service $0.000172 per kWh
Energy Imbalance Service: currently charged pursuant to the Company's OATT.
Generation Charges:
Generation Capacity (per kWh):
Mid-Summer On-Peak . $0.053100
Mid-Summer Shoulder-Peak $0.015930
Mid-Summer Off-Peak $0.005310
Remaining Summer On-Peak $0.021240
Remaining Summer Shoulder-Peak $0.008372
Remaining SummerOff-Peak $0.002124
Winter On-Peak $0.021240
Winter Off-Peak $0.002124
Filed By:  Raymond S. Heyman Tariff No.: . R-201CN
Title:  Senior Vice President, General Counsel Effective: PENDING
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Pricing Plan R-201CN

L:/ECfI'IC ~ Special Residential Electric Service

- The EhED/J/g

Fuel and Purchased Power - Base cost (per kWh):

Mid-Summer On-Peak o $0.078903
Mid-Summer Shoulder-Peak $0.038929
Mid-Summer Off-Peak - §0.033829
Remaining Summer On-Peak - : - $0.058503
Remaining Summer Shoulder-Peak : $0.018529
Remaining SummerOff-Peak : $0.013429
Winter On-Peak $0.062447
Winter Off-Peak $0.017374
DIRECT ACCESS

A customer’s Direct Access bill will include all unbundled components except those services provided by a qualified third party. Those.
services may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer’s bill. '

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE _
A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

TAXCLAUSE - = T : '
To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part of any taxes
or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or the price.

or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or soid hereunder.

RULES AND REGULATIONS , . '
The standard Rules and Regulations of the Company as on file with the Arizona Corporation Commission shall apply where not
inconsistent with this pricing plan. '

ADDITIONAL NOTES ,

Additional charges may be directly assigned to a customer based on the type of facilities (e.g., metering) dedicated to the customer or
pursuant o the customer’s contract, if applicable. Additional or alternate Direct Access charges may be assessed pursuant to any Direct
Access fee schedule authorized. : ; :

FiledBy: ~ Raymond S. Heyman © Tariff No.: R-201CN
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: Settiement Exhibit No. 8
7-%755‘%77: Pncmg Plan LLP-14 - , '
, PDWE/' Large Light and Power Serwce '
ngnanyap/E
AVAILABILITY

Throughout the entire area where the facilities of the Company are of adequate capamty and are adjacent to the premises.

CHARACTER OF SERVICE

Service shall bé three phase, 60 Hertz, Primary Serv:ce and shall be supplled dlrectly from any 46,000 volt, or higher voltage, system at a
dehvery voltage of not less than 13,000 voits and dehvered ata smgle pomt of dehvery unless otherwnse speClﬁed in the contract.

PRICE SCHEDULE
A monthly net bill at the following rate plus any adjustments incorporated in this pricing plan:

BUNDLED STANDARD OFFER SERVICE : | | : | | ,

Customer Charge . | $500.00 per month
Demand Charge (Includes Generation Capacity): - : $16.155 per kW of Billing Demand per month
Energy Charges:
Energy Charge (excluding Fuel & Purchase Power: $0.000433 per kWh
Fuel & Purchase Power : .
Summer, all kWhs ' $0.032577 per kWh
Winter, all kWhs $0.025077 per kWh

Purchased Power Fuel Adjuster Clause ("PPFAC"): The Fuel and Purchased Power Charge shall be subject to a per kWh
ad)ustment to reflect any increase or decrease in the cost to the Company for energy either generated or purchased above
or below the base cost per kWh sold.

BILLING DEMAND

The biling demand shall be specified in the contract, but shall not be less than 3,000 kW. Additiomally, the On-Peak billing demand shall
not be less than 66.7% of the maximum On-Peak blllmg demand in the preceding eleven (11) months, unless otherwise specnﬁed in the
contract.

- PRIMARY SERVICE

The above rate is subject to Primary Service and Metering. The Customer will provide the entire distribution system (including
transformers) from the point of delivery to the load. The energy and demand shall be metered on prirnary side of transformers

POWER FACTOR ADJUSTMENT '
The above rate is subject to a discount or a charge of 1.3¢ per kW of billing demand for each 1% the average monthly power factor is
above or below 90% lagging to 2 maximum discount of 13.0¢ per kW of billing demand per month.

BUNDLED STANDARD OFFER SERVICE CONSISTS OF THE FOLLOWING UNBUNDLED COMPONENTS:

FiledBy:  Raymond S.Heyman . o TariffNo. ~ LLP-14
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~Pricing Plan LLP-14
Large Light and Power Service

e E77E/y Pea,a/e

Customer Charges: - S o . '
. Meter Services . : , - $300.00 per month

Meter Reading ' . $025.00 per month
Billing & Collection - : ' $150.00 per month

Customer Defivery - ‘ : $025.00 per month -

Demand Charges: ‘
Generation Capacity » , $10.898 per kW per month

Fixed Must-Run ) | - , $01.582 per kW per month ,
Transmission , | . - v - $02.868 per kW per month '
Transmission Anciliary Services ‘ ' :

System Control & Dispatch $0.039 per kW per month

Reactive Supply and Voltage Control : $0.153 per kW per month

Regulation and Frequency Response _ $0.148 per kW per month

Spinning Reserve Service $0.402 per kW per month

Supplemental Reserve Service $0.065 per kW per month

Energy |mbalance Service: currently charged pursuant fo the Company’s OATT.

Energy Charges:

System Benefits S © $0.000433 per kWh
Fuel and Purchased Power: | , :
Summer, all kWhs .- , C $0.032577 per kWh
Winter, all kWhs ' ' $0.025077 per kWh

DIRECT ACCESS ,

A customer's Direct Access bill will include all unbundled components except those services provided by a qualified third party. Those services
may include Metering (Installation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and Generation. if
any of these services are not available from a third party supplier and must be obtained from the Company, the rates for Unbundled
Components set forth in this tariff will be applied o the customer’s bilf.

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE
A charge per kWh shall, subject to FERC authorization, be apphed for costs associated with the implementation of the AISA in Anzona

Filed By: Raymond S. Heyman o Tariff No.: LLP-14
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Prlcmg Plan LLP 14
- Large Light and Power Service

' " Pea/e :

TAX CLAUSE

To the charges computed under the above rate, including any adjustments shall be added the applicable proportionate part of any faxes or

governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or the price or-
revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold hereunder.

RULES AND REGULATIONS '
The standard Rules and Regulations of the Company as on file with the Arizona Corporatlon Commussnon shall apply where not mconststent
with this pricing plan.

ADDITIONAL NOTES

Additional charges may be directly assigned to a customer based on the type of facdmes (e.g., metering) dedlcated to the customer or
pursuant to the customer's contract, if appiicable. Additional or alternate Direct Access charges may be assessed pursuant to any Direct
Access fee schedule authorized.

Fied By:  Raymond S. Heyman | TarffNo.  LLP-14
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EZ%‘Z;g. - ~ Pricing Plan LLP-85N

N\ T S - Large General Service Time-of-Use
The Energy People : : S - . K
AVAILABILITY

Throughout the entxre area where the facilities of the Company are ot adequate capacrty and are ad]acent to the premsses

APPLICABILITY :

To all general power and lighting service unless otherwise addressed by specrﬁc rate schedules, when all energy is supphed atone
point of delivery and through one metered service. Not applicable to resale, breakdown, standby, or auxxltary service.

Servrce under this pricing plan will commence when the appropriate meter has been installed.

CHARACTER OF SERVICE
Single or three phase, 60 Hertz, and at one standard nominal voltage as mutually agreed and subject to avatlabmty at point of dehvery
Primary metering may be used by mutual agreement

PRICE SCHEDULE ‘
A monthly net bill at the following rate plus any ad;ustments mcorporated in thrs pncmg ptan

BUNDLED STANDARD OFFER SERVICE

Customer Charge , o o © $371.87 per month
Demand Charges (includes Generation Capacity): E S
' Summer On—peak , ’ e » . $11.869 per kW
Summer Off-peak : L ; L
{applies to atl oﬁ-peak demand bill determmates) $ 8.239 per kW
Winter On~peak : $8.908 per kW
- Winter Off-peak Demand n , |
(apphes to all off-peak demand bill determmates) " $ 6.418 perkW
Note: ‘
1. For demand billing, on-peak demand” shall be based on demand measured dunng both peak and
shoulder peak periods.

2. For demand billing, *off-peak demand” shall be based on demand measured dunng the off- peak periods.
3. Unlike Schedules LLP Rates 85A, 85F,90A, 90F, and 90N, the demand charges above are NOT excess
demand charges; they apply to all Off-Peak kW, not just Off-Peak kW in excess of 150% of Peak kW. '

FledBy.  Raymond S.Heyman - Lo TariffNo. LLP-85N
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Pncmg Plan LLP 85N | .
Large General Serwce Tlme-of-Use

e Energy Pegple

Energy Charges (excluding Fuel and Purchased Power): f; e

Summer : - Winter
v , {May - October) - ~{November - April)
On-Peak $0.007500 ' $0.002500
Shoulder-Peak © $0.005000 _ N/A
Off-Peak ' $0.002500 ‘ $0.000000

The Summer periods below apply on all days for consumption-based (kWh-based charges) charges. '

On-Peak is 2:00 p.m. to 6:00 p.m.

Shoulder-Peak is 12:00 p.m. (noon) to 2:00 p.m. and 6:00 p.m. to 8:00 p.m. (included with On-Peak for
demand-based (kW-based) charges).

Off-Peak is 12:00 a.m. (midnight) to 12:00 p.m. {noon) and 8:00 p.m. to 12:00 a.m. (mldnlght)

The Winter periods below apply on all days for consumption-based (kWh-based charges) charges.
On-Peak is 6:00 a.m. to 10:00 a.m. and 5:00 p.m. to 9:00 p.m.

Shoulder-Peak: there are no shoulder peak periods in the winter.
Off-Peak is 12:00 a.m. (midnight) to 6:00 a.m., 10:00 a.m, to 5:00 p.m., and 8:00 p.m. to 12:00 a.m. {midnight)

Fuel and Purchased Power (per kWhy:

Summer Winter
{May ~ October) (November - April)
On-Peak $0.058253 $0.036088
Shoulder-Peak $0.033588 N/A
Off-Peak $0.025299 - $0.027799

Purchased Power Fuel Adjuster Clause ("PPFAC"). The Fuel and Purehased Power Charge shall be subject to a per kWh
adjustment to reflect any increase or decrease in the cost fo the Company for energy either generated or purchased above or
below the base cost per kWh sold. :

SHOULDER CONSUMPT!ON (kWh) IN OCTOBER

Any shoulder consumption (kWh) remaining from October usage shall be billed at the summer shouider price in followmg billing
months,

Filed By: RaymondS Heyman ' S Tariff No.: - LLP-85N
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'Settlement Exhibit No. 8

Pricing Plan LLP-85N
Large General Service Time-of-Use

BILLING DEMAND

For demand brlhng, on-peak demand shall be based on demand measured during both peak and shoulder peak penods

The billing demand shall be specified in the contract but shall not be less than 200 kW. Additionally, the On-Peak billing demand shall
not be less than 50.00% of the maximum On-Peak bllhng demand in the precedmg eleven months, unless otherwise specrﬁed in the

contract

PRIMARY SERVICE

The rates contained in this schedule reflect secondary service and shall be subject toa pnmary dlsoount of 20.6 cents per kW per
month (on the bundled rate, with the discount take from the unbundled kW delivery charge) on the billing demand each month.

POWER FACTOR ADJUSTMENT

- The above rate is subject to a discount or a charge of 1.3¢ per kW of billing demand for each 1% the average monthly power factor
is above or below 90% laggrng to a maximum dlscount of 13.0¢ per kW of brllrng demand per month. :

BUNDLED STANDARD OFFER SERVICE CONSISTS OF le_E_ FOLLOWING UNBUNDLED COMPONENTS:

Customer Charges:
Meter Services

Meter Reading
Billing & Collection
Customer Delivery

Demand Charges ($/kW)
‘Generation Capacity Charges (in $kW)
Summer On-peak

Summer Off-peak | ’
(applies to all off-peak demand bill determinates)

Winter On-peak -

Winter Off-peak Demand
(applies to all off-peak demand bill determinates)
Dehvery Charges (in $/kW)
Summer On-peak

- $223.13 per month

$ 18.59 per month
$111.56 per month
- $ 18.59 per month

$ 5.530 per kW

'$3.030 per KW

$ 4.530 per kW -

$ 2030 per kW

$ 3.561 per kW

Summer Off peak : : :
(applres to all off-peak dema’rd bill determinates) $ 2.873 per kW
Filed By: - Raymond S. Heyman Tariff No.: LLP-85N
Title: Senior Vice President, General Counsel _Effective: =~ PENDING
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Settlement Exhlblt No 8

| Wmter On peak

Wnter Off-peak Demand
(applles to al oﬁ-peak demand bill determmates)

Fixed Must Run Charges (in $/kW)
. Summer & Winter; On-peak kW . .
Summer & Winter; Off-peak kW
-~ (applies to all off-peak demand bill determinates)
System Beneﬁts Charges (in $/&kW)
Summer & Winter; On-peak kW -
Summer & Winter, Off-peak kW
(applles fo all off-peak demand bill determinates)

" .' Transmission (in $/kKW)

Summer On-peak Demand
Summer Off-peak Demand
Winter On-peak Demand

Winter Off-peak Demand

Transmission - Ancillary Services 1 System Confrot & Dlspatch
Summer On-peak Demand
Summer Off-peak Demand
Winter On-peak Demand
Winter Off-peak Demand -

Transmission - Ancillary Services 2 Reactive Supply and Voltage Control

Sumimer On-peak Demand

$2.351 per kW

$ 2,363 per kW

$0.315 perkW
$0.314 perkW

$ 0.043 per kW
$ 0.042 per kW

~ $1.887 per kW

$ 1.544 per kW
$ 1.301 per kKW

$1.301 per kW -

$ 0.026 per kW
$0.021 per kW

- $0.018 per kW

$0.018 per kW

$ 0.101 per kW

~ DECISION NO.

Summer Off-peak Demand $ 0.083 per kW

Winter On-peak Demand - $0.070 per kW

Winter Off-peak Demand $ 0.070 per kW

Transmission < Ancillary Services 3 Regulation and Frequency Response _
Summer On-peak Demand $0.098 per kW

Summer Off-peak Demand $ 0.080 per kW

Winter On-peak Demand $ 0.067 per kW

Winter Off-peak Demand - - §0.067 per kW

- Transmission - Ancillary Services 4 Spinning Reserve Service

Summer On-peak Demand $0.265 per kW

Summer Off-peak Demand °$0.217 per kW

- Winter On-peak Demand $0.183 per kW

‘Filed By: Raymond S. Heyman _Tariff No.: LLP-85N - .
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Pricing Plan LLP-85N
G\t ~ Large General Service Time-of-Use
The Energy People | a

Winter Off-peak Demand o : _ '. $0.183 per kW

Transmission - Ancillary Services 5 Supplemental Reserve Service
Summer On-peak Demand ' : : $ 0.043 per kW
Summer Off-peak Demand L $ 0.035 per kW
Winter On-peak Demand v $ 0.030 per kW
Winter Off-peak Demand $ 0.030 per kW

Energy Imbalance Service: currently charged pursuant to the Company’s OATT.

Energy Charges ($/kWh):
Delivery Charges (in $/kWh):
Summer Winter
{May — October) ~{November - April)
On-Peak $0.007500 $0.002500
Shoulder-Peak $0.005000 ' N/A
Off-Peak $0.002500 $0.000000

Fixed Must Run and Systems Benefits charges are recovered under demand components above.

Fuel and Purchased Power (per kWh):

Summer Winter
{May - October) ~{November - April)
On-Peak $0.059253 $0.036088
Shoulder-Peak $0.033588 N/A
Off-Peak $0.025299 _ $0.027799

DIRECT ACCESS .

A customer’s Direct Access bill will include all unbundled components except those services provided by a qualified third party. Those
services may include Metering (Instalfation, Maintenance and/or Equipment), Meter Reading, Billing and Collection, Transmission and
Generation. If any of these services are not available from a third party supplier and must be obtained from the Company, the rates for
Unbundled Components set forth in this tariff will be applied to the customer’s bill.

FOR DIRECT ACCESS: ARIZONA INDEPENDENT SCHEDULING ADMINISTRATOR (AISA) CHARGE
A charge per kWh shall, subject to FERC authorization, be applied for costs associated with the implementation of the AISA in Arizona.

" District: Entire Electric Service Area - - : ‘ Page No.: 50f6
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TAX CLAUSE

To the charges computed under the above rate, including any adjustments shall be added the applicable proportionate part of any
taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the Company and/or
the price or revenue from the electric energy or service sold and/or the volume of energy generated or purchased for sale andlor sold
hereunder. :

RULES AND REGULATIONS
The standard Rules and Regulations of the Company as on n file with the Arizona Corporatlon Commnssnon shall apply where not
inconsistent with this pncxng plan.

ADDITIONAL NOTES

Additional charges may be directly assigned to a customer based on the type of facilities (e.g., metering) dedlcated to the
customer or pursuant to the customer's contract, if applicable. Addmonal or alternate Direct Access charges may be assessed
pursuant to any Direct Access fee schedule authorized.
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