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DOCKET NO. E-04204A-06-0783

IN THE MATTER OF THE APPLICATION OF )
UNS ELECTRIC, INC. FOR THE )
ESTABLISHMENT OF JUST AND )
REASONABLE RATES AND CHARGES )
DESIGNED TO REALIZE A REASONABLE ) UNS ELECTRIC, INC.’S
RATE OF RETURN ON THE FAIR VALUE OF ) EXCEPTIONS TO THE
THE PROPERTIES OF UNS ELECTRIC, INC. ) RECOMMENDED ORDER
DEVOTED TO ITS OPERATIONS )

THROUGHOUT THE STATE OF ARIZONA )
AND REQUEST FOR APPROVAL OF )
RELATED FINANCING. )

UNS Electric, Inc. (“UNS Electric” or the “Company”™), through undersigned counsel,
respectfully submits its Exceptions to the proposed order (“Order”) approving the annual
adjustment to the UNS Electric Demand Side Management (“DSM”) adjustor rate.  In its
application, the Company sought recovery of the fixed cost recovery deficiency resulting from its
to DSM programs. Although UNS Electric believes that the most appropriate and timely means of
recovery of those deficiencies is through the DSM adjustor rate, UNS Electric understands that the
Commission is currently addressing these issues in its decoupling workshops which may provide
for an appropriate recovery of those deficiencies. Therefore, UNS Electric requests that the
Commission confirm that recovery of such deficiencies through the DSM adjustor will be
addressed in the decoupling workshops. UNS Electric has included proposed language for an
amendment in Attachment “A” to these exceptions.

Pursuant to UNS Electric’s approved DSM adjustor, UNS Electric must apply to reset its
DSM adjustor rate on an annual basis. In its application for the updated DSM adjustor rate, UNS
Electric requested recovery of its incremental “Fixed Cost Recovery Deficiency” through the

DSM adjustor rate. This deficiency represents lost revenues due the approved DSM programs’

1

<P



O 0 N N i R W

[ TR NG T NG T NG T N J N T N T T e e e S T G
gO\Ul-D-le\)HO\OOO\lO\UIAUJM'—'O

reduction of energy used by UNS Electric’s customers. UNS Electric’s revenue requirement is
predicated upon a certain level of energy sales, as are the Company’s current rates. To the extent
the DSM programs reduce such sales, UNS Electric’s ability to achieve its revenue requirement is
directly compromised. UNS Electric is attempting to significantly expand its DSM programs in
anticipation of the enactment of the Commission’s proposed Energy Efficiency Rules. Some
DSM programs take time to develop and to reach their potential. These proactive measures by
UNS Electric will increase the lost sales deficiency. UNS Electric’s proposal to recover this
deficiency through its DSM adjustor provides the most timely method for recovery.

Staff (at page 2 of the Staff Report) has recommended that the Fixed Cost Recovery
Deficiency not be included in calculating the updated DSM adjustor rate. However, these
deficiencies will continue to accrue as the DSM programs are both ongoing and expanding.

Therefore, UNS Electric requests that the Commission amend the Order to include a
direction to Staff to work with UNS Electric and interested stakeholders to develop an appropriate
approach for recovery of these fixed-cost recovery deficiencies through the DSM adjustor in the
decoupling workshop process. This direction also will help facilitate implementation of the
proposed Energy Efficiency Rules.

Wherefore, UNS Electric respectfully requests that the Commission amend the proposed
Order in this docket as set forth in the attached proposed amendment.

o
RESPECTFULLY SUBMITTED this 2 4 day of 2010.

UNS Electric, Inc.

w el

Michael W. Patten

ROSHKA DEWULF & PATTEN, PLC.
" One Arizona Center

400 East Van Buren Street, Suite 800

Phoenix, Arizona 85004

and
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Original and thjrteen copies of the foregoing
filed this ,2¢% day of May 2010, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered
this/_?_ff_” day of May 2010, to:

Lyn A. Farmer, Esq.

Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Maureen A. Scott, Esq.

Kevin Torrey, Esq.

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Steve Olea

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

Py el

Philip J. Dion, Esq.
Melody Gilkey, Esq.
UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

Attorneys for UNS Electric, Inc.
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ATTACHMENT “A”

Proposed Amendment

At page 5, line 4, INSERT:

IT IS FURTHER ORDERED that the Commission Staff shall coordinate with UNS
Electric, Inc. and other interested Stakeholders in the ongoing decoupling workshops to develop

parameters that would allow for the appropriate recovery of the Fixed Cost Recovery Deficiency

through the DSM adjustor.




