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To: Steven Olga
Subject: Line Extension Policy

James D. Downing, P.E.
THE HARCUVAR COMPANY

Opinion No. 2010

Complaint Description:

ATTACHED ¢ CUSTOMER COMMENTS:

APS /ACC LINE EXTENSION POLICY
MAY, 2010

Ms. Mayes was kind enough to conduct a meeting on this subject last Monday in Parker. Based on what I
heard, my comments and questions are attached. Your review would be appreciated.
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1. A meeting was held at the La Paz County Board of Supervisors meeting room on May 02, 2010 by the ACC to
hear and record public comment on the current ACC policy on APS line extensions. The meeting was conducted
by ACC chairman Kris Mayes. Many people gave verbal comments, but were limited to three minutes.
Therefore, very little detail was exposed.

2. No one had comments concerning previous line extension policies that supposedly "subsidized" real estate
developers, commercial or industrial customers. Everyone that spoke was concerned about the canceled "1,000
free feet" for single residential parcels.

3. Based on the information obtained at the meeting, the following are addressed.

4. It is highly unlikely that an in-depth economic analysis within the APS CC&N has been done. No one at the
meeting from the ACC quoted the dollar value, on any basis, of the cost to APS of these "1 ,000 free feet"
extensions. Nor did anyone from the ACC provide separate costs incurred by APS under the old policy for single
parcels, developers, commercial or industrial customers. Ms. Mayes claimed that a return to the "1 ,000 free
feet" extensions would raise rates, but provided no proof nor increase amount. A true "subsidy" would result in
lower construction costs, which would result in lower rents, which would offset higher electric rates.

5. The old policy was in place for 50+ years. Therefore, rural land values are based on that policy. APS charges
about $20.00 per linear foot for overhead, single phase distribution. Therefore, every foot of reduction in the
"1,000 free feet" is a $20.00 reduction in the value of a parcel. A five acre parcel, formerly worth $40,000,
located 1,000 feet from a power line, is now worth $20,000. That same parcel, located 2,000 feet from a power
line, is now worthless. There are approximately 115,000 acres of undeveloped land in La Paz County.

115,000 acres I 5 acres per parcel * ($20,000) per parcel = ($460,000,000)

While this is a rudimentary calculation, it shows the order of magnitude of the impact. This would result in a
reduction of about $1,000,000 in annual property tax collections by La Paz County.

6. The current single parcel policy is discriminatory. It reduces rural land values based on the distance from a
parcel to an existing power line. Is this an illegal "taking"? Does the ACC have the authority to destroy land
values? Does the Acc have the authority to raise urban land values (by lowering rates) by destroying rural land
values?

7. APS must be required to justify construction costs. The only way to do this is to obtain quotes from qualified
contractors using APS construction specifications. APS can not be allowed to object. They use the same
contractors. APS must not be allowed to influence the contractor's bias by threatening to withhold work. The
contractor's bid will include profit. APS construction profits should be used to reduce rates.

8. How the cost of the line extensions is handled for rate making purposes is unclear. Conflicting explanations
were given by ACC personnel. APS must not be allowed to collect any return of any kind in any way on this cost.
This would result in the customer paying for the line extension more than once. The cost should not be treated
as revenue, it should be treated as a debt. This is not an APS asset. APS is using an asset supplied by a
customer, for which the customer deserves compensation.
*End of Complaint*

Utilities' Response:

n/a
*End of Response*

investigator's Comments and Disposition:

Opinion docketed with the Docket Control Center of the Commission to be made part of the record. CLOSED
*End of Comments*
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