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MEMORANDUM

ORIGINAL

Arizona Corporation Commission ~ AZ CORF « ..
TO: THE COMMISSION DOCKETED DOC.\:T Cf}x

FROM: Utilities Division DEC 812013 WIOEL 31 £ 0 18
DATE: December 31, 2013 DOCKETED BY D
RE:  AJO IMPROVEMENT COMPANY — APPLICATION FOR AN ADJUSTMENT IN

ITS PURCHASED POWER AND FUEL ADJUSTMENT CLAUSE RATE
(DOCKET NO. E-01025A-13-0352)

On October 15, 2013, Ajo Improvement Company (“Ajo” or “Company”) filed a request
for an adjustment to its Purchased Power and Fuel Adjustment Clause (“PPFAC” or “adjustor”)
rate from $0.01000 per kWh to $0.03250 per kWh to address a projected under-collected account
balance. Ajo indicates that customers are paying a fuel and purchased power rate that is below
the actual cost of fuel and purchased power; therefore, if unadjusted, Ajo projects that its under-
collected account balance will be equal to approximately $283,170 by the end of 2014.

Background

Ajo is an Arizona public service corporation certificated by the Commission to provide
electric, water, and wastewater service to customers in Pima County, Arizona. Ajo serves an
estimated 1,040 customers.

Decision No. 62764 (August 2, 2000) set a base cost of purchased power equal to
$0.034699 per kWh, and a PPFAC rate of $0.005332 per kWh. A PPFAC mechanism is
established to deal with changes in purchased power costs between rate cases. When the actual
cost of purchased power is higher than the base cost of purchased power and a utility’s under-
recovery of costs is projected to persist into coming months, as in Ajo’s situation, the PPFAC .
rate is set to a positive number. However, when actual purchased power costs are lower than the
base cost of power, the PPFAC rate is set to a negative number. The PPFAC bank balance tracks
the differences between actual purchased power costs and those recovered through the
combination of base rates and the PPFAC rate.

In Decision No. 63828, (June 28, 2001) the Commission approved a PPFAC rate of
$0.05000 per kWh. This PPFAC rate was approved in order to stop rapidly-continuing increases
in Ajo’s under-collected PPFAC bank balance. According to Ajo, the rate reduced the under-
collected bank balance to the point where it was eliminated before the end of 2011.

In Decision No. 73079 (April 5, 2012), the Commission approved the current adjustor
rate of $0.01000 per kWh that replaced the previous adjustor rate of $0.05000 per kWh. This
rate was approved with the expectation that the existing over-collected bank balance at the time
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would be eliminated by July of 2013, and that the Company would have an estimated under-
collected balance of $20,244 by the end of 2013.

Account Balance

Based on actual kWh sales and the cost of purchased power during 2013, the bank
balance is expected to be significantly more under-collected than originally anticipated. In its
application, Ajo estimates the under-collected balance will be $97,026 by the end of 2013. The
Company reports that higher than expected usage also contributed to the under-collection. Ajo
states that in 2012, the unit cost for power averaged $0.054721 per kWh, but in 2013 that figure
is expected to rise to an average rate of approximately $0.06244 per kWh.

Ajo’s Proposal

Ajo is proposing to increase the PPFAC rate from $0.01000 per kWh to $0.03250 per
kWh, effective February 1, 2014. Based on its current estimate of power costs, Ajo believes its
proposal will eliminate the under-collected balance by early 2016. Based on average residential
monthly usage of 525 kWh, Ajo estimates that under its proposed rate, the average residential
customer would experience an increase of $11.81 per month.

Staff Analysis

Staff notes that Ajo’s proposed increase to the PPFAC rate would result in a significant
increase in customer bills. Therefore, Staff looked at various alternatives to mitigate the bill
impact. Staff recommends that the increase be spread over four years as follows:

2014 $0.02438 per kWh
75 % of requested rate; average residential bill impact = $7.55 over 2013 bill

2015 $0.02763 per kWh
85 % of requested rate; average residential bill impact = $1.71 over 2014 bill

2016 $0.03250 per kWh
100 % of requested rate; average residential bill impact = $2.55 over 2015 bill

2017 $0.03575 per kWh
110 % of requested rate; average residential bill impact = $1.71 over 2016 bill

Attached is a worksheet illustrating Ajo’s current and Staff-proposed PPFAC rates and
the associated account balances based on actual sales and power cost data from January 2013 to
October 2013 and forecasted data from November 2013 through December 2017.
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Notice

Ajo notified Staff that it had published notice of its proposed adjustor rate in the October
21, 2013, edition of the 4jo Copper News, a newspaper of general circulation in Pima County.
Staff recommends that Ajo notify its customers of the actual adjustor rate approved by the
Commission no later than with the first bill under the new rate.

Recommendations

1. Staff recommends that the following PPFAC rates be approved starting February
1 of each year and remain in effect until further order of the Commission:
2014 $0.02438 per kWh
2015 $0.02763 per kWh
2016 $0.03250 per kWh
2017 $0.03575 per kWh

2. Staff recommends that Ajo notify its customers of the actual adjustor rate

approved by the Commission no later than with the first bill under the new rate.

Steven M. Ol a
Director
Utilities Division

SMO:EAH:sms\WVC

Originator: Eric A. Hill



JequINN LoISIPaQ

00Zer'09L § 00'OPE'0SL $ 0009209k $ 00V/L'09F $ 00'980°09L $ 00200°09L $ 00'OL6'65L § O000L8'6SL $ 00'PPL'65L $ 00859'654 § 00TL5'65L $ 00'98p'6SE  § ‘eaueleq sueq Buipu3
16'8 $ 1668 $ 1658 $ 1668 $ 1668 $ 1868 $ 1868 $ 1668 $ 16'g8 $ 1668 $ 1668 $ 1668 $ :8oue(eq yueq o} eBueyo j1eN
:A1sAo0al jenioe
0L000°0 010000 010000 010000 0L000°0 010000 010000 010000 0L0000 010000 010000 010000 puE pezioyine Usamiaq edualeyi(l [euaLueIou)
£€290°0 €€290°0 £€290°0 ££290°0 £€290°0 £€290°0 £€290°0 ££290°0 £€290°0 ££290°0 £6Z90°0 €€290°0 Jawojsn) Woig paiosljo) eley (ejot
610z '} Aienige eAdeye
£9/20°0 £9/20°0 €9/20°0 £9/20°0 £92200 £9/200 £9/20°0 €9£20°0 £9/200 £9.200 £9/20°0 £9/20°0 £9/20°0$ Jo 8B} JV4dd mau e Buiunssy
0LYE00 01900 0LPEOD 0/¥£0'0 0LPED0 0LPEDD 0LpE00 0LPE00 0LPED0 0LpED0 0LPE0°0 0L¥E00 18MOd BSBUDING §0 1500 eseq
£rZ90°0 £6290°0 £5290°0 £rZ90°0 £b290°0 £v290°0 £290°0 £6290°0 £5290°0 €rZ90°0 £290'0 £rZ90°0 lemod paseyaind Jo 1500 Nun
00€'¥9 00£'P9 00€'v9 00€'v9 00€'49 00€'¥9 00€'v9 00€'79 00€'v9 00€'¥9 00€'v9 00€'v9 1amod peseyoind Jo §soD [enjdy
000654 000'S5 4 000'551 000554 000'554 000'SS L 000'55 4 000551 000'554 000'651 00065} 000'65L (U leisnpul) sejeg joenuo) |eadg
000'0€0°'L 000'0€0'L 000°0€0'L 000'0€0'4 000'0E0'L 000'0E0"L 000°0€0'L 000'080Q"L 000°0€0°L 000°0€0'} 000'0£0'L 000°0€0') (o dedg joulseles [eloL
000'6/8 000'548 000648 000648 000'5.8 000628 000'6/8 000548 000'528 000'6.8 000648 000'6.8 sefes |euodIpstng
00'0pE'09L § 00°092'09L § 00FZL'09L $ 00'880°09L $ 00Z00'09F & 009L6'65L $ 000E8'6SL $ 00PPL'6SL § 0085965 $ 00C.5'6SL § 00'98Y'65L § 0000V'6SL  § Uiuoyy snoald woyj soueieq yueg Buipul
50-0eQ Si-AON g0 gi-deg Si-Bny Si-inf Si-unp Si-Aen gi-1dv Si-e §1-994 §)-uef
jsedatod JSEd9I04 jsedaloy jsedaio4 )SB22104 jsedalod jsedalod ysesaloy )SEO®104 JSedalo4 jsedalo jsedaloy Gi02
00°00r'6S+ $ 000LY'95L § O0OOPS'€St $ 00019054 $ 00°089'Z¥L $ 000S.'¥rL $ 0002Z8'MPL § 00068'8€L $ 00°096'GEL § 00'CE0'EEl $ 0000L'OEL $ 000LL'[CH $ ‘3auejeq sueq buipuz
99626’ ¢ 996267 & 99626 $ 996Z6'C ¢ 99626'T $ 99626 § 90626'C § 996267 $ 996267 § 996Z6'T § 99626 § 9LTIGGL $ ‘@oueleq yueq o} sbueyo 1N
:Atenooel |enjoe
GEE000 SEE00°0 SEE000 SEE00'0 SEE00 0 SEE000 SEE00'0 SEE00'0 GEE00'0 SEE000 GEE000 €L210°0 puE pazIIOYINE UsaMIaq 8auBlelI(] JBIUBLISIOU|
806500 80650'0 806500 806500 806500 80650°0 806500 806500 806500 80650°0 806500 0Lbb00 Jawojsn) Woi4 pajosiio) ejey (ejol
102 .r Em:..nmu_ BAljoels
8EYZ0°0 8E¥Z0'0 8€vZ0'0 8EYZO'0 8E¥Z00 BEPZO0 8EYZO0 8EYZ0'0 9E¥20°0 8EY200 8EYZ0'0 000L0°0 8EYZ0°0$ J0 lel D4 dd meu Butnssy
0LYED'0 0L¥E0°0 0.P€00 0/¥€0°0 0LYE00 0LVE00 0/p€0°0 0LVE0°0 0L¥E0°0 0Lv€0°0 0/ve0°0 0.pE£0°0 1amod eseyaund Jo 1so) eseq
£p290°0 £4290°0 £p290°0 £6290'0 ££290°0 €pZ90°0 £bT90°0 £/290°0 £4290°0 £p290°0 £7Z90°0 £p290°0 18Mag peseyoInd JO 1S09 WUN
00€'%9 00€'v9 00€'v9 00€'¥9 00€'¥9 00€'9 00€'¥9 00€'v9 00€'v9 00€'v9 00€'¥9 00€'v9 Jamod peseyping Jo 1s00) [BMoY
000's54 000's54 000'554 000'551 000's5 4 000651 000'651 000651 000'6S+ 000's5 L 000'654 000'5G} {uat fetisnpu) sejes joesuog (eloads
000'0£0'+ 000'0€0'} 000°0€0'L 000'0E0"H 000°0£0'+ 000°0€0'L 000'0E0' 000'0€0'L 000'0£0't 000'0£0't 000°0£0°L 000'0E0'+ (uoD veds jouisejes |ejol
000'648 000648 000528 000648 000'6.8 000528 000'648 000648 000'6.8 000'6.8 000'6/8 000528 se|eg |euonopsunt
000/b'9GL § O0OYS'ESL $ D00LS'0SL $ 00089'/PL § 000SLPrL $ 000Z8'irL $ 00068'8€L $ 00096'SEL $ O00CLO'CEL $ O000COL'OEL $ 000L4'/Z4 $ 008S9'MLL ¢ LjUO snojae.d woJ} edueleq yueg Buipul
yi-08Q pL-AON 710 yi-deg yi-Bny yi-ne pi-unf vL-Ael yi-idy pl-seiN ¥i-aed pL-ver
jsedaloy jsedaioq 1SBI3104 jsedalo4 yseaanod jsedalod }sedslo4 jsedalod 3SEI3.04 ysedalod Jseodauso4 }sedaiod 102
00959'L4L § 00009'€6 § 00Z¥S'S. & 000LL'09 & 00B/6'%E ¢ 00BEL'SL $ 00218'L ¢ (0oeer'tz) ¢ (ooesz'se) ¢ (oozze'es) $ (0o600'89) ¢ (00ZSE'wL) ¢ ‘souejeg sueq Buipuz
857/50'81 $ B8S.S0'8L $ SPZEP'SL § BLIEL'SZ & LbOPE'SE § €0T2ELL $ SPESZT'EZ § SSUPELL  § [8EPO'PL § 0.989'%L § ITEKE'S  § BZLIFEL $ ‘eoue|eq Yueg o) aBuBLd 19N
:A18A0081 lenoe
£5220°0 £5220°0 9z810'0 96200 Tio0 125100 1I¥T0'0 $¥0Z0'0 $9EZ0'0 1SPT0'0 628000 959400 PUE PBZLICUINE USBMIBG BOUBIBHIQ (eIUBLIBIOUY
0Lbp0'0 [AZ4X0] 0Lp¥00 0.b%0°0 0LYr00 0Lp¥0'0 0L¥p0'0 0Lpv0°0 0Lb¥0°0 0/¥v0'0 0L¥$0°0 0/¥v0°0 J8WoSN) Wol4 pejstjo) ejey |ejoL
000400 000100 0001400 000100 000L0'0 000100 000400 000100 000L0°0 000400 000100 000400 (Z10Z ‘1 1udy ennoays) 1L0°0$ Jo 8lel Ovddd
0/¥€£0°0 0LVE00 0LrEQ'D 0L¥E00 0Lbe0'0 0L¥E00 0Lp€00 0/b€0°0 0LYEDO 0Lv€0°0 0.b£0°0 0L¥E0°0 lemog eseyaing Jo 1s0) eseq
€2/900 €22900 96£90°0 51200 z12500 06650°0 1yB690°0 v1i$900 SE890°0 126900 662500 9z190°0 Jamod peseyding jo 1500 Wun
00€'v9 00E'v9 z9.'19 789'cL 86.'08 £21'08 60922 785'69 0€8'eS 69105 evi'op 209'sS 1amod peseydind Jo 1o [enjoy
000651 000551 662'v9L 34448 78e'6¢EL 0£e's6) 08€'8.L oLb's6l 66.'€61 v05'9zZL 966'94 L £2v'v6 (Ua feisnpul) sajes 1oenuog (eads
Y6E'956 PBE'956 £69'G96 L£9'C66 e8Iyl Sig'ee't L6LZLL'L ¥9L'890'L £65°482 zLZVTL 611288 049206 (uo deds oulselEs (BloL
¥6E'108 v6E"L08 y6€'L08 061'£$8 L0L'SLT'h G8L'BEL'L 118'8€6 ¥52'248 vEL'EB6S 894'L65 €21'59. PRiAAR:] sejeg (euoydlpslnf
00009'c6 $ 00ZYS'S. $ 000LL'09 $ O006/6'PE § O00BEL'GL § 00/18'L  $ (009er'iz) ¢ (oo'Bizee) ¢ (0ozze'ss) $ (00'600'89) § (00'zse'vs) ¢ (00€zg’s8)  § Uiuo sTojAsld WoJ) eaueleq yueq Buipul
£1-98Q €1-AON €1-190 ¢i-des £l-bny eL-ine gl-unf €1-Rew ci-idy £l-lew £4-qed £l-uep
1SB29104 jsedalog lenjoy |lenyay fenyay lenjoy fenjoy len}dy renjoy renjoy fenjoy femoy €L0Z

3)eY 9SNE|D JUSWISNIPY [N PUE JaMOd PasBydIng O} juawisnipy
Auedwo?) Juswancidw| ofy

2GE0-€1-¥52010-3 'ON 133000



Docket No. E-01025A-13-0352

2016 Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16
Ending Bank Balance from Previous Month $ 160,432.00 $ 156,257.00 $ 152,082.00 § 147,907.00 $ 143,732.00 $ 139,557.00 $ 13538200 $ 131,207.00 $ 127,032.00 $ 122,857.00 $ 118,682.00 § 114,507.00
Jurisdictional Sales 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000
Total Sales(inci Spec Cont) 1.030,000 1,030,000 1.030,000 1,030,000 1,030,000 1.030,000 1,030,000 1,030,000 1,030,000 1,030.000 1,030,000 4.030,000
Special Contract Sales {Industrial kWh) 155,000 155,000 155,000 155,000 165,000 155,000 155,000 155,000 165,000 155,000 155,000 165,000
Actual Cost of Purchased Power 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300
Unit Cost of Purchased Power 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243
Base Cost of Purchase Power 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470
Assuming a new PPFAC rate of $0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250 0.03250
effective February 1, 2016 .
Total Rate Collected From Customer 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720 0.06720
Incremental Difference between authorized and (0.00477) (0.00477) (0.00477) (0.00477) (0.00477) (0.00477) (0.00477) {0.00477) (0.00477) (0.00477) (0.00477) (0.00477)
actual recovery:
Net change to Bank balance: $ (4,175.34) $ (4175.34) $ (4,17534) $ (4,17534) $ (417534) $ (4,17534) $ (4,17534) % (4,17534) § (4,17534) § (4,17534) $ (417534) $ (4,175.34)
Ending Bank Balance: $ 156,257.00 $ 152,08200 $ 147,907.00 $ 143,732.00 $ 139,557.00 $ 135382.00 $ 131,207.00 §$ 127,032.00 $ 122,857.00 $ 11868200 § 114,507.00 § 110,332.00
2017 Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17
Ending Bank Balance from Previous Manth $ 110,33200 § 103,313.00 $ 9629400 $ 8927500 $ 8225600 $ 7523700 $ 6821800 § 61,199.00 $ 54,180.00 $ 47,161.00 $ 4014200 $ 33,123.00
Jurisdictional Sales 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000 875,000
Total Sales(inc! Spec Cont) 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000 1,030,000
Special Contract Sales (Industrial kWWh) 155,000 155,000 155,000 155,000 155,000 155,000 155,000 155,000 155,000 155,000 155,000 155,000
Actual Cost of Purchased Power 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300 64,300
Unit Cost of Purchased Power 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243 0.06243
Base Cost of Purchase Power 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470 0.03470
Assuming a new PPFAC rate of $0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575 0.03575
effective February 1, 2017
Total Rate Collected From Customer 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045 0.07045
Incremental Difference between authorized and (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802) (0.00802)
actual recovery:
Net change to Bank balance: $ (7,019.09) $§ (7,018.09) $§ (7,019.09) $§ (7,019.09) $ (7,019.09) $§ (7.,018.09) $ (7,019.09) $ (7,019.09) § (7,018.09) § (7,019.09) § (7,019.09) § (7,018.09)
Ending Bank Balance: $ 103,313.00 $ 9629400 $ 8927500 $ 8225600 $ 75237.00 $ 6821800 $ 61,199.00 $ 5418000 $ 47,161.00 $ 4014200 $ 33,123.00 $ 26,104.00

Decision Number
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BEFORE THE ARIZONA CORPORATION COMMISSION

BOB STUMP
Chairman
GARY PIERCE
Commissioner
BRENDA BURNS
-Commissioner
BOB BURNS
Commissioner
SUSAN BITTER-SMITH
Commissioner

IN THE MATTER OF THE APPLICATION
OF AJO IMPROVEMENT COMPANY FOR
AN ADJUSTMENT IN ITS PURCHASED

DOCKET NO. E-01025A-13-0352

POWER AND FUEL ADJUSTMENT DECISION NO.
CLAUSE RATE. ORDER
Open Meeting
January 14 and 15, 2014
Phoenix, Arizona
BY THE COMMISSION:
FINDINGS OF FACT
1. Ajo Improvement Company ("Ajo" or “Company”) is certificated to provide |

electric service as a public service corporation in the State of Arizona.

2. On October 15, 2013, Ajo filed a request for an adjustment to its Purchased Power
and Fuel Adjustment Clause (“PPFAC” or “adjustor”) rate from $0.01000 per kWh to $0.03250
per kWh to address a projected under-collected account balance. Ajo indicates that customers are
paying a fuel and purchased power rate that is below the actual cost of fuel and purchased power;

therefore, if unadjusted, Ajo projects that its under-collected account balance will be equal to

approximately $283,170 by the end of 2014.
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Background

3. Ajo i1s an Arizona public service corporation certificated by the Commission to
provide electric, water, and wastewater service to customers in Pima County, Arizona. Ajo serves
an estimated 1,040 customers.

4. Decision No. 62764 (August 2, 2000) set a base cost of purchased power equal to
$0.034699 per kWh, and a PPFAC rate of $0.005332 per kWh. A PPFAC mechanism is
establisﬁed to deal with changes in purchased power costs between rate cases. When the actual
cost of purchased power is higher than the base cost of purchased power and a utility’s under-
recovery of costs 1s projected to persist into coming months, as in Ajo’s situation, the PPFAC rate

is set to a positive number. However, when actual purchased power costs are lower than the base

|| cost of power, the PPFAC rate is set to a negative number. The PPFAC bank balance tracks the

differences between actual purchased power costs and those recovered through the combination of
base rates and the PPFAC rate.

5. In Decision No. 63828, (June 28, 2001) the Commission approved a PPFAC rate of
$0.05000 per kWh. This PPFAC rate was approved in order to stop rapidly-continuing increases
in Ajo’s under-collected PPFAC bank balance. According to Ajo, the rate reduced the under-
collected bank balance to the point where it was eliminated before the end of 2011.

6. In Decision No. 73079 (April 5, 2012), the Commission approved the current
adjustor rate of $0.01000 per kWh that replaced the previous adjustor rate of $0.05000 per kWh.
This rate was approved with the expectation that the existing over-collected bank balance at the
time would be eliminated by July of 2013, and that the Company would have an estimated under-
collected balance of $20,244 by the end of 2013.

Account Balance

7. Based on actual kWh sales and the cost of purchased power during 2013, the bank
balance is expected to be significantly more under-collected than originally anticipated. In its
application, Ajo estimates the under-collected balance will be $97,026 by the end of 2013. The

Company reports that higher than expected usage also contributed to the under-collection. Ajo

Decision No.
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states that in 2012, the unit cost for power averaged $0.054721 per kWh, but in 2013 that figure is
expected to rise to an average rate of approximately $0.06244 per kWh.

Ajo’s Proposal

8. Ajo is proposing to increase the PPFAC rate from $0.01000 per kWh to $0.03250
per kWh, effective February 1, 2014. Based on its current estimate of power costs, Ajo believes its
proposal will eliminate the under-collected balance by early 2016. Based on average residential
monthly usage of 525 kWh, Ajo estimates that under its proposed rate, the average residential
customer would experience an increase of $11.81 per month.

Staff Analysis

9. Staff notes that Ajo’s proposed increase to the PPFAC rate would result in a
signiﬁcant increase in customer bills. Therefore, Staff looked at various alternatives to mitigate
the bill impact. Staff recomﬁnends that the increase be spread over four years as follows:

2014 $0.02438 per kWh

75 % of requested rate; average residential bill impact = $7.55 over 2013 bill

2015 $0.02763 per kWh

85 % of requested rate; average residential bill impact = $1.71 over 2014 bill
2016 $0.03250 per kWh

100 % of requested rate; average residential bill impact = $2.55 over 2015 bill
2017 $0.03575 per kWh

110 % of requested rate; average residential bill impact = $1.71 over 2016 bill

10.  Attached is a worksheet 1llustrating Ajo’s current and Staff-proposed PPFAC rates
and the associated account balances based on actual sales and power cost data from January 2013
to October 2013 and forecasted data from November 2013 through December 2017.

Notice

11.  Ajo notified Staff that it had published notice of its proposed adjustor rate in the
October 21, 2013, edition of the 4jo Copper News, a newspaper of general circulation in Pima
County. Staff recommends that Ajo notify its customers of the actual adjustor rate approved by

the Commission no later than with the first bill under the new rate.

Decision No.
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Recommendations

12.  Staff has recommended that the following PPFAC rates be approved starting

February 1 of each year and remain in effect until further order of the Comimission:

2014 $0.02438 per kWh
2015 $0.02763 per kWh
2016 $0.03250 per kWh
2017 $0.03575 per kWh
13. Staff has also recomfnended that Ajo notify its customers of the actual adjustor rate

approved by the Commission no later than with the first bill under the new rate.

CONCLUSIONS OF LAW

1. Ajo is an Arizona public service corporation within the meaning of Article XV,

Section 2, of the Arizona constitution.

2. The Commission has jurisdiction over Ajo and over the subject matter of the
application.
3. The Commission, having reviewed Ajo's application and Staff's Memorandum

dated December 31, 2013, concludes that it is in the public interest to approve an updated PPFAC

rate as discussed herein.

Decision No.
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ORDER
IT IS THEREFORE ORDERED that Ajo Improvement Com'pany's PPFAC rate is reset as
discussed in Finding of Fact No. 12.
IT IS FURTHER ORDERED that Ajo shall notify its customers of the actual adjustor rate
approved by the Commission no later than with the first bill under the new rate.

IT IS FURTHER ORDERED that this Order shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, JODI JERICH, Executive
Director of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of

Phoenix, this day of ,2014.
JODI JERICH
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

SMO:EAH:sms\WVC

Decision No.
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1 JISERVICE LIST FOR: Ajo Injprovement Company
DOCKET NO. E-01025A-13-0352

Mr. Jason D. Gellman

Roshka DeWulf & Patten, PLC
One Arizona Center

400 East Van Buren, Suite 800
Phoenix, Arizona 85004

SN

W

Mr. Steven M. Olea

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

O 0 N &

10 Vs, Janice M. Alward

11 Chief Counsel, Legal Division
Arizona Corporation Commission
12 |[1200 West Washington Street
Phoenix, Arizona 85007
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