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Re: Addendum to Compliance Filing of Arizona Public Service Company Regarding TCA 2009
Charge - Docket No. E-01345A-09-0255

In Decision No. 71244 (August 6, 2009), the Arizona Corporation Commission (“ACC” or “Commission™)
directed Arizona Public Service Company (“APS” or “Company”) to file a Transmission Cost Adjustment
(“TCA”) report within 60 days of the Order:

“IT IS FURTHER ORDERED that Arizona Public Service Company shall prepare a report each
year detailing the transmission plant or other costs underlying the TCA reset and docket the report
with Arizona Public Service Company's Application for a TCA reset. The report shall be broken
down by projects and Operation and Maintenance related to those projects, and any other
information that would help the Commission and ratepayers determine how and where the TCA
funds are spent. The report shall also include the projects and operation and maintenance expense
that Arizona Public Service Company believes will be included in the following year’s TCA reset.
This report for the TCA reset that is the subject of this Order shall be submitted to Docket Control
within 60 days of the effective date of the Order.”

On October 5, 2009, APS filed the Compliance Filing Report as ordered in the above. After review of the
October 5 filing, Commission Staff contacted APS and requested additional details regarding the
Operations and Maintenance expenses for transmission plant additions. The attached table provides such
additional information.

The estimated transmission O&M costs shown on the attached tables are based on APS’s average O&M
expenses for transmission plant. APS does not track O&M expenses for individual transmission projects
or project clements. For example, if circuit breaker additions are constructed at a transmission substation,
subsequent maintenance at that substation would be booked in total, not assigned to specific pieces of
equipment such as the new circuit breaker.

To develop the estimated O&M expenses shown on the tables, APS reviewed the nature of the project to
determine whether it should be assigned estimated O&M expenses and also reviewed the in-service date to
determine if the annual O&M estimates required adjustments. For example, work authorizations related to
right-of-way acquisition were assigned no O&M expenses.




O&M expenses were adjusted for monthly in-service dates for existing/completed projects. For example, it
is estimated that annual O&M expenses average approximately 1.52 percent of plant investment. If a
project was placed in service mid-year, the estimated O&M expense was based on 1.5% of plant. Further,
these O&M estimates are conservative, most likely over-estimating the O&M cost associated with these
projects. Recently constructed projects do not normally require significant maintenance and the majority of
O&M costs are spent to maintain APS’s existing transmission system.

If you have any questions regarding the attached, please call me at (602) 250-3730.

Sincerely,

Leland R. Snog]

LS/jjb

CC:  Chairman Kristin K. Mayes
Commissioner Gary Pierce
Commissioner Sandra Kennedy
Commissioner Paul Newman
Commissioner Bob Stump
Ernest Johnson
Steve Olea
Terri Ford
Barbara Keene
Brian Bozzo
Steve Irvine




ARIZONA PUBLIC SERVICE COMPANY

Transmission Cost Adjustment (TCA) Report
Addendum to October 5, 2009 Compliance Filing
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