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TO:  THE COMMISSION

FROM: Utilities Division CDCCKET CLLL L

DATE: October 5, 2009

RE:  ARIZONA PUBLIC SERVICE COMPANY NUCLEAR PERFORMANCE STANDARD

PER DECISION NO. 69663 (DOCKET NOS. E-01345A-05-0816, E-01345A-05-0826
AND E-01345A-05-0827)

On June 28, 2007, the Arizona Corporation Commission (“Commission”) issued Decision
No. 69663 in Arizona Public Service Company’s (“APS”) rate case, Docket No. E-01345A-05-0816.
This Decision contained the following ordering paragraph:

IT IS FURTHER ORDERED that Arizona Public Service Company and Staff shall
work to prepare a detailed Nuclear Performance Standard, together with a Plan of
Administration that can be considered in a separate proceeding.

Attached is the document that was developed by Staff and APS to satisfy the above ordering
paragraph. The document is entitled a “Nuclear Performance Reporting Standard.”

One of the major points of discussion during the portion of the E-01345A-05-0816 rate case
dealing with the Nuclear Performance Standard was whether or not such a standard should include
automatic penalties or disallowances when certain specified operating and/or performance targets
were not met. Staff does not believe that the Commission should adopt a standard with automatic
penalties or disallowances.

When it comes to the safe operation of the Palo Verde Nuclear Generating Station
(“PVNGS™), Staff does not believe that there should be anything that might even inadvertently lead
APS to choose between the safe operation of PVNGS and a penalty or disallowance imposed by the
Commission. However, APS should be required to supply, in a timely manner, all the necessary
information that the Commission would need to determine if underperformance problems may be
attributed to imprudence or poor management decisions. This information could then be used by the
Commission to investigate such problems and, if necessary, impose penalties or disallowances. Staff
believes that the attached Nuclear Performance Reporting Standard will accomplish this.




THE COMMISSION
October 5, 2009
Page 2

Staff recommends that the Commission approve the attached Nuclear Performance Reporting
Standard as being in compliance with the sixth ordering paragraph of page 157 of Decision No.
69663.

7
y
Steven M. Olea
Director
Utilities Division
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ORIGINATOR; Steven M. Olea
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BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES
Chairman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY
Commissioner

BOB STUMP
Commissioner

IN THE MATTER OF ARIZONA PUBLIC DOCKET NOS. E-01345A-05-0816
SERVICE COMPANY NUCLEAR E-01345A-05-0826
PERFORMANCE STANDARD PER E-01345A-05-0827
DECISION NO. 69663

DECISION NO.

ORDER

Open Meeting

October 20 and 21, 2009
Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

1. Arizona Public Service Company (“APS” or “Company”) is certificated to provide
electric service in the State of Arizona

2. On June 28, 2007, the Arizona Corporation Commission (“Commission”) issued
Decision No. 69663 in APS’ rate case (Docket No. E-01345A-05-0816). This Decision contained
the following ordering paragraph:

IT IS FURTHER ORDERED that Arizona Public Service Company and Staff shall
work to prepare a detailed Nuclear Performance Standard, together with a Plan of
Administration that can be considered in a separate proceeding.

3. One of the major points of discussion during the portion of the E-01345A-05-0816

rate case dealing with the Nuclear Performance Standard was whether or not such a standard
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Page 2 Docket Nos. E-01345A-05-0816, et al.

should include automatic penalties or disallowances when certain specified operating and/or
performance targets were not met, ‘

4. Staff does not believe that the Commission should adopt a standard with automatic
penalties or disallowances.

5. When it comes to the safe operation of the Palo Verde Nuclear Generating Station

(“PVNGS”), we agree with Staff that there should not be anything that might even inadvertently

lead APS to choose between the safe operation of PVNGS and a penalty or disallowance imposed
by the Commission.

6. APS should be required to supply, in a timely manner, all the necessary information
that the Commission would need to determine if underperformance problems may be attributed to
imprudence or poor management decisions. This information could then be used by the
Commission to investigate such problems and, if necessary, impose penalties or disallowances.
Staff believes that the attached Nuclear Performance Reporting Standard will accomplish this.

7. We find the attached Nuclear Performance Reporting Standard as being in
compliance with the sixth ordering paragraph of Page 157 of Decision No. 69663.

| CONCLUSIONS OF LAW

1. APS is an Arizona public service corporation within the meaning of Article XV,

Section 2 of the Arizona Constitution.

2. The Commission has jurisdiction over APS and over the subject matter of the
Application.

3. Adoption of the attached Nuclear Performance Reporting Standard is in the public
interest.

Decision No.
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ORDER

IT IS THEREFORE ORDERED that the attached Nuclear Performance Reporting Standard
complies with the sixth ordering paragraph of Page 157 of Decision No. 69663.

IT IS FURTHER ORDERED that Arizona Public Service Company shall comply with all
aspects of the attached Nuclear Performance Reporting Standard, with the first report due no later
than January 31, 2010. |

IT IS FURTHER ORDERED that this Decision become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, ERNEST G. JOHNSON,
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2009.

ERNEST G. JOHNSON
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

SMO:Ihm\JFW

Decision No.
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SERVICE LIST FOR: Arizona Public Service Company

DOCKET NOS. E-01345A-05-0816, et al.

Kimberly A. Grouse
SNELL & WILMER
One Arizona Center

400 East Van Buren
Phoenix, AZ 85004-2202

Thomas L. Mumaw

Karilee S. Ramaley

Pinnacle West Capital Corporation
P. O. Box 53999, MS 8695
Phoenix, AZ 85072-3999

C. Webb Crockett

Patrick J. Black
FENNEMORE CRAIG, P.C.
3003 North Central, Suite 2600
Phoenix, AZ 85012-2913

Michelle Livengood

UniSource Energy Services

One South Church Street, Suite 200
Tucson, AZ 85702

Steven B. Bennett

Deputy City Attorney

City of Scottsdale

City Attorney’s Office

3939 North Drinkwater Blvd.
Scottsdale, AZ 85251

Michael W. Patten
ROSHKA DEWULF & PATTEN, PLC
One Arizona Center

400 East Van Buren, Suite 800
Phoenix, AZ 85004

Gary Yaquinto, President

Arizona Utility Investors Association
2100 North Central Avenue, Suite 210
Phoenix, AZ 85004

Jim Nelson
12621 North 17th Place
Phoenix, AZ 85022

Sein Seitz, President

Arizona Solar Energy Industries Association
3008 North Civic Center Plaza

Scottsdale, AZ 85251

Dan Austin

Comverge, Inc.

6509 West Frye Road, Suite 4
Chandler, AZ 85226

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 East McDowell Road, Suite 153
Phoenix, AZ 85004

Jay I. Moyes

MOYES STOREY LTD.

1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004

Kenneth R. Saline, P.E.

K.R. SALINE & ASSOC., PLC
160 North Pasadena, Suite 101
Mesa, AZ 85201

Robert W. Geake

Vice President and General Counsel
Arizona Water Company

P. O. Box 29006

Phoenix, AZ 85038-9006

Lieutenant Colonel Karen S. White
Chief, Air Force Utility Litigation Team
AFLSA/JACL-ULT

139 Barnes Drive

Tyndall AFB, FL 32403

Greg Patterson

Arizona Competitive Power Alliance
916 West Adams, Suite 3

Phoenix, AZ 85007

Decision No.
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George Bien-Willner
3641 North 39th Avenue

|| Phoenix, AZ 85014

Gary L. Nakarado

ARIZONA SOLAR ENERGY
INDUSTRIES ASSOCIATION
24657 Foothills Drive North
Golden, CO 80401

Daniel Pozefsky

RUCO

1110 West Washington, Suite 220
Phoenix, AZ 85007

Lawrence V. Robertson, Jr.
MUNGER CHADWICK
P. O. Box 1448

Tubac, AZ 85646

Bill Murphy

Murphy Consulting
5401 North 25th Street
Phoenix, AZ 85016

Andrew W. Bettwy

Karen S. Haller

Assistants General Counsel

Legal Affairs Department
SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road

Las Vegas, Nevada 89150

Tracy Spoon

Sun City Taxpayers Association
12630 North 103rd Avenue, Suite 144
Sun City, AZ 85351

Douglas V. Fant

Law Offices of Douglas V. Fant
3655 West Anthem Drive

Suite A-109 PMB 411

Anthem, AZ 85086

Michael F. Healy

MORGAN, LEWIS & BOCKIUS
1111 Pennsylvania Avenue, NW
Washington, DC 20004

Docket Nos. E-01345A-05-0816, et al.

Amanda Ormond

The Ormond Group LLC

Southwest Representative

Interwest Energy Alliance

7650 South McClintock, Suite 103-282
Tempe, AZ 85284

Michael L. Kurtz

Kurt J. Boechm

BOEHM, KURTZ & LOWRY

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202

Tammie Woody
10825 West Laurie Lane
Peoria, AZ 85345

Joseph Knauer, President

Jewish Community of Sedona
and the Verde Valley

100 Meadowlark Drive

Post Office Box 10242

Sedona, AZ 86339-8242

David C. Kennedy, Esq.
3819 East Indian School Road
Phoenix, AZ 85018

Barbara Klemstine

Brian Brumfield

Arizona Public Service

P.O. Box 53999, Mail Station 9708
Phoenix, AZ 85072-3999

Coralette Hannon

AARP Government Relations & Advocacy
6705 Reedy Creek Road

Charlotte, NC 28215

Michael M. Grant

GALLAGHER & KENNEDY, P.A.
2575 E. Camelback Road

Phoenix, AZ 85016-9225

Jana Van Ness

Arizona Public Service Company
400 North 5™ Street, MS 8695
Phoenix, AZ 85004

Decision No.
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Mr. Steven M. Olea

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Janice M. Alward

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Docket Nos. E-01345A-05-0816, et al.

Decision No.
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