FENNEMORE CRAIG

A PROFESSH (ONAL CORPORATION

PHOENIX

O 00 N O W R W -

[ NS T NS T NG T NG T NG TR NG i S S T e T e e e T
wnm A W N = O YW O ® NN W R W N = O

26

T

ORIGINAL

FENNEMORE CRAIG, P.C.

A Professional Corporation

C. Webb Crockett (No. 001361)
Patrick J. Black (No. 017141) -
3003 North Central Avenue, Suite 2600 ~V

%{’e‘g‘ﬁ’;;l‘g‘gz()o%aﬁ%% (2)00 Arizona Corporation Commissior:
Email: werocket@fclaw.com DOCKETED
Email: pblack@fclaw.com APR 98 2012
Attorneys for Freeport-McMoRan Copper & Gold Inc. ppraarrgecpull RS
and Arizonans for Electric Choice and Competition DOGKETED BY \\"\,\\ {

BEFORE THE ARIZONA CORPORATION COMMISSION

IN THE MATTER OF THE DOCKET NOS. E-01933A-05-0650
APPLICATION OF TUCSON ELECTRIC E-01933A-07-0402
POWER COMPANY TO RESET THE
PPFAC RATE FOR APRIL 2012 THROUGH | APPLICATION FOR REHEARING
MARCH 2013

Pursuant to A.R.S. § 40-253, Freeport-McMoRan Copper & Gold, Inc. (“Freeport-
McMoRan”) and Arizonans for Electric Choice and Competition (“AECC”) hereby apply
to the Arizona Corporation Commission (the “Commission”) for a rehearing of Decision
No. 73086 (April 4, 2012) (“Decision”).

INTRODUCTION

A. Commission Decision No. 70628 (December 1, 2008) approved the creation
of the Purchase Power and Fuel Adjustment Clause (“PPFAC”) through which Tucson
Electric Power Company (“TEP”) is to recover its purchase power and fuel expenses.

B. The PPFAC consists of a Forward Component and a True-up Component.

1. The Forward Component consists of the forecasted fuel and purchase
power costs for the year commencing on April 1 and ending on March 31 of the
ensuing year, less the average Base Cost of Fuel and Purchase Power reflected in

base rates.
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2. The True-up Component reconciles any over-recovered or under-
recovered amounts from the preceding PPFAC year to be credited to, or recovered

from, customers in the next PPFAC year.

DISCUSSION

1. On April 4, 2012 the Commission approved a new PPFAC rate for TEP of
$0.007696 per kWh for the period of April 1, 2012 through March 31, 2013. The new
rate consists of a Forward Component rate set at $0.002615 per kWh and a PPFAC True-
up Component rate set at $0.005081 per kWh.

2. The new PPFAC réte has a significant impact on customer rates, ranging
from 7.8% for Residential Customers to 10.8% for Industrial Customers. For higher-load
factor customers, such as mines, the impact is even greater.

3. The largest component of the new PPFAC rate is the True-up Component.
The large size of the True-up Component derives from the unique circumstances
associated with the expiration, as of November 2011, of the Competitive Transition
Charge (“CTC”) credit, which served to offset the PPFAC balance, prior to the
implementation of a new PPFAC rate. Recovery of this one-time shortfall within a
twelve-month period results in a rate spike that causes undue hardship to customers,
which could be readily mitigated.

4. The unique circumstances of the one-time shortfall associated with the
expiration of the CTC credit lends itself to a straightforward rate mitigation action,
namely, extending the period for recovery of the True-up Component from one year to
three years. Such a mitigation measure would cut the True-up Component to
approximately one-third of the $0.005081 per kWh rate approved on February 4, 2012 or
about $0.0017 per kWh.

5. When taken in combination with the approved Forward Component rate of

$0.002615 per kWh, the resulting rate of approximately $0.004315 per kWh would reduce
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the newly-approved PPFAC rate (and the accompanying rate impact) by over 40%.

6. By taking this approach, the Commission would reasonably balance the
interests of TEP and customers, by mitigating the rate spike on customers associated with
recovery of the PPFAC, while ensuring TEP full recovery of the approved True-up
Component, but simply over a longer period, and thereby provide a just and reasonable

result.

CONCLUSION

Freeport-McMoRan and AECC requests the Commission grant this Application for
Rehearing in order to make the above referenced adjustments.

RESPECTFULLY SUBMITTED this 23" day of April, 2012.
FENNEMORE CRAIG, P.C.
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C. Webb Crockett
Patrick J. Black
Attorneys for Freeport-McMoRan Copper
& Gold Inc. and Arizonans for Electric
Choice and Competition
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Nicholas J. Enoch
Lubin & Enoch, PC
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Timothy M. Hogan

AZ Center for Law in the Public Interest
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Phoenix, Arizona 85004
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David Berry

Western Resource Advocates
PO Box 1064

Scottsdale, Arizona 85258-1064

Eric Guidry

Energy Program Staff Attorney
Western Resource Advocates
2260 Baseline Road, Suite 200
Boulder, Colorado 80302

Jeff Schlegel

SWEEP

1167 W. Samalayuca Drive
Tucson, Arizona 85704

Thomas L. Mumaw

Arizona Public Service Company
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Lawrence Robertson
PO Box 1448
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Greg Patterson
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Phoenix, Arizona 85018

S. David Childers
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Bisbee, Arizona 85603-0115
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Tucson, Arizona 85750-2509
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