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BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE APPLICATION | Docket No. E-01345A-11-0232
OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF ITS 2012 | FREEPORT-MCMORAN COPPER

DEMAND SIDE MANAGEMENT & GOLD INC. REQUEST FOR AN
IMPLEMENTATION PLAN EXEMPTION FROM A.A.C. R14-2-
2408(E).

Freeport-McMoRan Copper & Gold Inc. (“Freeport-McMoRan” or “Company’)
hereby submits this Request for an Exemption from A.A.C. R14-2-2408(E), with
respect to Arizona Public Service Company’s (“APS”) Demand Side Management
Energy Efficiency programs which is being filed pursuant to A.A.C. R14-2-2419(A).!
Freeport-McMoRan hereby submits its Proposed Amendment attached hereto as
Attachment No. 1 which grants an exemption/waiver to Freeport-McMoRan from
A.A.C. R14-2-2408(E), pursuant to A.A.C. R14-2-2419(A).

INTRODUCTION

Freeport-McMoRan is the world’s largest publicly traded copper company, with
several mining operations employing approximately 8,000 employees in Arizona. The
Company has been active in sustainable development efforts, which is the foundation
on which Freeport-McMoRan operates. As a large multi-national entity, one of the

Company’s fundamental challenges is to find the most efficient production methods

1 Paragraph 56 of the Arizona Public Service Company Settlement Agreement approved by the Arizona Corporation
Commission in Docket No. E-01345A-03-0437 also provides for an Energy Efficiency exemption as follows: “Any
customer who can demonstrate an active DSM program and whose single site usage is twenty MW or greater may
file a petition with the Commission for exemption from the DSM adjustor. The public shall have 20 days to
comment on such petition. In considering any petition pursuant to this paragraph, the Commission may consider the
comments received and any other information that is relevant to the customer’s request.”
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that will enable it to meet demand for products in a cost-effective manner while

minimizing negative impacts. Energy efficiency is central to this theme, and vital to

Freeport-McMoRan in managing electricity costs in order to stay competitive in the

marketplace. The Company budgets at least $10 million annually on energy-related

technology. As a result, Freeport-McMoRan has developed several initiatives in order

to address the efficient use of electricity during all stages of its mining operations.”

The Company runs a Technology Center that staffs over 300 professionals, with

offices and laboratories in Safford, Morenci and Tucson. The three major disciplines at

the Technology Center include improving mining, processing and environmental

technologies in order to improve operating efficiencies. For instance:

As an energy-conserving alternative to smelting, concentrated leaching is useful

where allowed by mineral type and market demand.

The Company is also developing a full scale electrowinning technology (at the
Morenci location) that can reduce the electricity used for this type of processing
by 50%.

In reducing ore variances, power can be minimized for crushing and grinding
purposes.

The Company was the first in its industry to utilize the most energy efficient
communition facilities.

Copper and molybdenum pressure oxidization techniques can reduce power
consumption in the smelting process by between 29-36%.

Freeport-McMoRan is developing technology for producing electrowon

cathodes and copper with 15% less energy.

Clearly, Arizona Public Service Company (“APS”) cannot implement an energy

2 See 2012 ACC Presentation attached hereto as Attachment No. 2.
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efficiency program for Freeport-McMoRan that is more cost effective than what has
been, or will be, spent internally to reduce power consumption. In short, the margin for
increasing energy efficiency savings beyond the Company’s efforts and current electric
load is miniscule, if available at all. The free market and competition force companies
in power-intensive industries such as mining to become more efficient, which in turn
benefits APS’ other ratepayers due to the reduction in fuel costs, purchased power
costs, new capacity costs, transmission costs and distribution costs. In addition, there
are reduced adverse environmental impacts (such as water consumption and air
emissions) associated with reducing the need for new facilities to serve growth.

As an additional benefit to APS and its ratepayers, removing Freeport-
McMoRan’s electric load (and the kilowatt-hour sales associated with the load) from
APS’ cumulative annual energy savings calculation will improve the percentage
savings on an annual basis through 2020. In turn, the Company can use the funds — that
would otherwise go to pay the existing Demand Side Management Surcharge — in a
more efficient and effective manner that achieves concrete, sizeable reductions in
energy consumption within APS’ service territory.

Because Freeport-McMoRan is currently a self-direction customer of APS, all
DSM funds collected from Freeport-McMoRan should be reserved to fund the
Company’s energy efficiency programs under self-direction. These funds should not be
included in budgets for all other APS programs. Therefore, providing the exemption
requested herein should have no financial impact in APS’ other programs.

RELIEF REQUESTED
A.A.C. R14-2-2408(E) states that “All customer classes of an affected utility

shall bear the costs of DSM programs by payment through a non-bypassable
mechanism, unless a customer or customer class is specially exempted by Commission

order.” A.A.C. R14-2-2419(A) allows the Commission to “waive compliance with any
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provision of this Article for good cause.

Based on the arguments contained herein,

Freeport-McMoRan requests that the Commission grant the Company an exemption

from the funding requirements set forth in A.A.C. R14-2-2408(E) in this proceeding,

commencing with the APS 2013 Demand Side Implementation Management Plan for

good cause shown, pursuant to the authority set forth in A.A.C. R14-2-2419(A).

RESPECTFULLY SUBMITTED this 26" day of March 2012.

FENNEMORE C

C. Webb Crock
Patrick J. Black

3003 N. Central Avenue, Ste. 2600
Phoenix, AZ 85012-2913

Attorneys for Freeport-
and Arizonans for Electric Choice an

ORIGINAL and 13 COPIES of the foregoing
FILED this 26" day of March 2012 with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

COPY of the foregoing was HAND-DELIVERED/

MAILED/EMAILED this 26" day of March 2012 to:

Gary Pierce, Chairman

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007-2927

Antonio Gill

Aide to Chairman Pierce

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007-2927

McMoRan Co

d

per & Gold Inc.
Competition




1 | Paul Newman, Commissioner
Arizona Corporation Commission
2 | 1200 West Washington Street
Phoenix, AZ 85007-2927
3
Jennifer Ybarra
4 | Aide to Commissioner Newman
Arizona Corporation Commission
5 | 1200 West Washington Street
Phoenix, AZ 85007-2927
6
Sandra D. Kennedy, Commissioner
7 | Arizona Corporation Commission
1200 West Washington Street
8 || Phoenix, AZ 85007-2927
9 | Katherine Nutt
Aide to Commissioner Kennedy
10 | Arizona Corporation Commission
1200 West Washington Street
11 | Phoenix, AZ 85007-2927
12 | Bob Stump, Commissioner
Arizona Corporation Commission
13 | 1200 West Washington Street
Phoenix, AZ 85007-2927
14
Trisha Morgan
15 | Aide to Commissioner Stump
Arizona Corporation Commission
16 | 1200 West Washington Street
Phoenix, AZ 85007-2927
17
Brenda Burns, Commissioner
18 | Arizona Corporation Commission
1200 West Washington Street
19 | Phoenix, AZ 85007-2927
20 | Tracy Hart
Aide to Commissioner Burns
21 | Arizona Corporation Commission
1200 West Washington Street
22 | Phoenix, AZ 85007-2927
23 | LynFarmer
Chief Administrative Law Judge
24 | Hearing Division
Arizona Corporation Commission
25 | 1200 West Washington
Phoenix, Arizona 85007
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1 | Janice Alward, Chief Counsel
Legal Division
2 | Arizona Corporation Commission
1200 West Washington Street
3 | Phoenix, Arizona 85007
4 | Steve M. Olea, Director
Utilities Division
5 | Arizona Corporation Commission
1200 West Washington Street
6 | Phoenix, Arizona 85007
7 | Thomas L. Mumaw
Linda Arnold
8 | PINNACLE thWEST CAPITAL CORP.
400 North 5™ Street
9 | P.O.Box 53999, Ms 8695
Phoenix, Arizona 85072-3999
10 | Attorneys for Arizona Public Service Company
11 | David Berry
12 WESTERN RESOURCE ADVOCATES
P.O. Box 1064
13 || Scottsdale, Arizona 85253-1064
14 | Jeff Schlegel
SWEEP Arizona Representative
15 ¥ 1167 West Samalayuca Drive
16 Tucson, AZ 85704
17 By:
18 6869601/023040.0041
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ATTACHMENT NO.1



AECC PROPOSED AMENDMENT NO. 1

Page 51, line 14, INSERT

X. Request for Exemption

170. On March 26, 2012, Freeport-McMoRan, Copper & Gold, Inc. (“Freeport-
McMoRan”) filed a Request for Exemption pursuant to A.A.C. R14-2-2419(A)
commencing with the APS 2013 Demand Side Management Implementation Plan for
good cause shown, pursuant to the authority set forth in A.A.C. R14-2-2419(A). In its
Request, Freeport-McMoRan provides information concerning several energy-efficiency
initiatives, including its Technology Center staffing over 300 persons in offices and
laboratories in Safford, Morenci and Tucson, Arizona. Freeport-McMoRan also requests
that in providing the exemption, the Commission also remove Freeport-McMoRan’s load
from APS’ total load when calculating cumulative savings required under the EE Rules.

171. Freeport-McMoRan is currently a self-direction customer. However,
because of the energy-efficiency programs already being implemented and employed on
a company-wide basis, the creation of new programs by APS to specifically address
Freeport-McMoRan would require administrative efforts that could otherwise be used to
developing and/or monitoring programs for less energy-efficient customers — in all
classes.

172. We believe that granting Freeport-McMoRan an exemption from the EE
Rules and the DSMAC is in the public interest because it facilitates a more efficient and
streamlined process for the implementation of energy-efficiency programs that will help
all APS customers long-term by reducing the need for new generation.

Page 60, line 5, INSERT:

IT IS FURTHER ORDERED that Freeport-McMoRan is hereby granted an
exemption from the EE Rules and the DSMAC commencing with the APS 2013 Demand
Side Management Implementation Plan for good cause shown, pursuant to the authority
set forth in A.A.C. R14-2-2419(A).



- ATTACHMENT NO. 2
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