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ORIGINAL

IN THE MATTER OF THE APPLICATION OF THE
ARIZONA ELECTRIC POWER COOPERATIVE,
INC. FOR A HEARING TO DETERMINE THE
FAIR VALUE OF ITS PROPERTY FOR
RATEMAKING PURPOSES, TO FIX A JUST AND
REASONABLE RETURN THEREON AND TO

Arizona Corporation Commission

DOCKETED
AUG 01 2014

DOCKETED BY

Docket No. E-01773A-12-0305

APPLICATION TO REMOVE
THE EFFECTS OF PPAs FROM
AEPCO RATES

APPROVE RATES DESIGNED TO DEVELOP
SUCH RETURN

Pursuant to the requirements of the Third Ordering Paragraph at page 22 of AEPCO’s
most recent rate decision (No. 74173) (the “Decision”), AEPCO submits this Application to
remove from its rates the costs and charges associated with two purchase power contracts which
will expire on October 31, 2014.

Attached as Exhibit A are an exemplar All-Requirements Member tariff and an exemplar

Partial-Requirements Member Schedule (the “Tariffs) which reflect a decrease in the AEPCO

rates to be charged four of AEPCO’s members: the Anza Electric Cooperative, Inc. (“Anza”),
the Duncan Valley Electric Cooperative, Inc. (“DVEC”), the Graham County Electric
Cooperative, Inc. (“GCEC”) and the Trico Electric Cooperative, Inc. (“Trico”). Exhibit Bis a
Rate and Revenues Generated Summary for the test year ended December 31, 2011 that provides
supporting detail for the calculation of the decreases stated in the Tariffs. The revised rates
reflected in the Tariffs will take effect on November 1, 2014 — the day after the purchase power

contracts expire.
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Because this is a rate and revenue decrease authorized by the Decision which held open
the docket to accommodate this filing,' no further Commission action is necessary for the revised
rates to go into effect. Should the Commission or its Utilities Division Staff have any questions
concerning this filing, AEPCO, of course, will respond promptly.

BACKGROUND

AEPCO has two types of distribution cooperative members. All-requirements members
(“ARM” or “ARMs”) contract with AEPCO to provide the resources necessary to serve their
current and projected loads. In contrast, partial-requirements members (“PRM” or “PRMs”) are
entitled only to receive their allocated capacity (“AC™) in AEPCO resources. AEPCO is not
obligated to plan for or to meet any current or projected PRM power and energy requirements
beyond each PRM’s AC.

In 2008, AEPCO determined it would need additional resources to meet the projected
power and energy requirements of its ARMs. At that time, Trico was an ARM. Trico converted
its membership to PRM status as of January 1, 2011.

Following a bid solicitation and procurement process instituted to secure resources to
meet these forecast needs of its ARMs, i.e., Anza, DVEC, GCEC and Trico, AEPCO entered into
two purchase power agreements—one with South Point Energy Center LLC (“South Point™) and
the other with Dynergy Power Generation II LLC (“Griffith”) (the “PPAs”). In general, the
PPAs obligated AEPCO to purchase power and energy to meet ARM needs through October 31,
2014. No extension of the PPAs is necessary and AEPCO’s obligations will expire on that date.

In AEPCQO’s most recent rate case, AEPCO and Trico requested this docket remain open

to allow AEPCO to file revised rates eliminating from Anza, DVEC, GCEC and Trico rates the

! First Ordering Paragraph, p. 23.
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costs of charges of the expiring purchase power contracts. The Commission approved that
request in the First Ordering Paragraph at page 23 of the Decision.
REVISED TARIFFS AND SUPPORTING DETAIL

The Tariffs attached as Exhibit A reflect removal from AEPCO rates costs and charges
relating to the South Point and Griffith contracts. The revised rates will apply to the ARMs’ and
Trico’s usage on and after November 1, 2014, the day after the PPAs expire. The form of the
Tariffs is the same as the tariffs filed in this docket on October 31, 2013 to put in effect the rates
the Commission approved in the Decision. The only revision to the Tariffs is to reflect the effect
of removing from rates the costs and charges associated with the PPAs. Specifically, after
adjusting for the expiration of the PPAs, the following charges and rates applicable to the ARMs
and Trico are revised: Fixed Charge, O&M Charge and Other Resources Energy Rate.
Expiration of the PPAs also requires slight revisions to the Purchased Power and Fuel
Adjustment Clause (“PPFAC”) bases for Other Resources and Fixed Power Costs.

Exhibit B provides the detail supporting the removal of the PPAs and the corresponding
effects on the rates charged Anza, DVEC, GCEC and Trico. As shown on Exhibit B, pages 6
and 7, the revenue collected from Anza, DVEC and GCEC will drop by slightly more than 1%
compared to the revenues approved in the Decision while revenues received from Trico will
decrease by more than 8%. The reason for the disparity in the rate decreases is that most of the
power procured from the South Point and Griffith contracts was secured to meet the needs of
Trico. Correspondingly, Trico was assigned a much higher allocation of the costs of the
contracts than the other three members.

The revised rates and PPFAC bases will take effect November 1, 2014. Therefore, on or
before October 1, 2014, AEPCO will file revised tariffs incorporating (1) the revisions described

3
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herein (to remove the costs and charges associated with the PPAs) and (2) the revised PPFAC
rates/charges and bank charges to be established in AEPCO’s next fuel adjustor filing. Pursuant
to the Final Ordering Paragraph at page 20 of the Decision, AEPCO’s next fuel adjustor filing is
scheduled to take effect on October 1, 2014, The rates stated in that PPFAC filing will be in
effect for the month of October until the revised tariffs take effect on November 1, 2014.2
CONCLUSION

As a rate decrease which also has been authorized to be filed by the Commission, another
Commission decision is not required in order for the revised tariffs to take effect on November 1,
2014. AEPCO will respond promptly to any questions concerning it. The Commission and
Staff’s assistance in this regard is appreciated.

RESPECTFULLY SUBMITTED this 1* day of August, 2014.

GALLAGHER & KENNEDY, P.A.

By /;)/l/ [ —
Mief#1 ¥1. Grant
J enzégr A. Cranston
2576 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Arizona Electric Cooperative, Inc.

Original and 13 copies filed this
1* day of August, 2014, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

% The Tariffs attached as Exhibit A include “TBD” placeholders for the revised PPFAC rates/charges and bank
charges that will go into effect on October 1, 2014.
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Copies of the foregoing delivered
this 1** day of August, 2014, to:

Bridget Humphrey

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Scott Hesla

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Charles Hains

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Terri Ford

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Barbara Keene

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Candrea Allen

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Copies of the foregoing mailed
this 1% day of August, 2014, to:

Michael W. Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for Trico Electric Cooperative, Inc.

Russell E. Jones

Waterfall, Economidis, Caldwell,
Hanshaw & Villamana P.C.

5210 East Williams Circle, Suite 800

Tucson, Arizona 85711

Attorneys for Trico Electric Cooperative, Inc.

Vincent Nitido

Karen Cathers

Trico Electric Cooperative, Inc.
8600 West Tangerine Road
P.O. Box 930

Marana, Arizona 85653

Jeffrey W. Crockett

Brownstein Hyatt Farber Schreck LLP

One East Washington Street, Suite 2400

Phoenix, Arizona 85004

Attorneys for Sulphur Springs Valley
Electric Cooperative, Inc.

Kirby Chapman

Surphur Springs Valley Electric
Cooperative, Inc.

311 East Wilcox Drive

Sierra Vista, Arizona 85635

Michael A. Curtis

William P. Sullivan

Curtis, Goodwin, Sullivan,
Udall & Schwab, P.L.C.

501 East Thomas Road

Phoenix, Arizona 85012-3205

Attorneys for Mohave Electric Cooperative, Inc.
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Tyler Carlson

Mohave Electric Cooperative, Inc.
P.O. Box 1045

Bullhead City, Arizona 86430

Peggy Gillman

Mohave Electric Cooperative, Inc.
P.O. Box 1045

Bullhead City, Arizona 86430

10421-67/4303493
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Exhibit A

ARIZONA ELECTRIC POWER COOPERATIVE, INC.

TARIFF
PERMANENT
Effective Date: November 1, 2014

AVAILABILITY

Available to all cooperative associations which are or shall be collective all-requirements
Class A members (“CARM?”) of the Arizona Electric Power Cooperative, Inc. (“AEPCO”).

MONTHLY RATE (BILLING PERIOD)

Electric power and energy furnished under this Tariff will be subject to the rates set forth in the
attached Exhibit A and the terms set forth herein in addition to any applicable terms set forth in
the Member’s Wholesale Power Contract.

Billing Month — The first calendar month preceding the month the bill is rendered.

Demand Overrun Adjustment — If, in any hour, the CARM’s metered load exceeds its Allocated
Capacity, then AEPCO shall compute a Demand Overrun Adjustment for the CARM and each
Member shall be charged a portion of such Demand Overrun Adjustment in proportion to that
Member’s demand ratio share. Such Demand Overrun Adjustment shall equal the product of the
CARM’s Fixed Charge multiplied by the demand overrun adjustment factor. The demand
overrun adjustment factor shall be any non-negative number determined from the following
formula:

doaf = ((mbdkW)/ AC) -1

Where:
doaf =  Demand Overrun Adjustment Factor,
mbdkW Metered kW of CARM, and
AC Allocated Capacity of CARM, in kW.

In addition, Member shall pay for the energy associated with the Demand Overrun Adjustment at
the then-applicable Other Resources Energy Rate.

Power Factor — Each Member shall maintain Power Factor at the time of maximum demand as
close to unity as possible. If the Power Factor of Member measured at the aggregated Member’s
Delivery Point(s) at the time of Member peak demand is outside a bandwidth of 95% leading to
95% lagging, a Power Factor Adjustment shall be separately charged to the Member. The Power
Factor Adjustment shall be the product of the Member’s power factor adjustment (as set forth

AEPCO CARM Tariff 10421-0067/4326151v2
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below) multiplied by the quotient of the Member’s demand ratio share of the CARM O&M
Charge divided by the sum of the CARM’s 12-month rolling average demand. The power factor
adjustment shall be any non-negative number determined from the following formula:

pfakW = ((mkW / mpf)(bpf)) - mkW

Where:
pfakW = power factor adjustment in kW,
mkW = Member Metered kW,
mpf = measured power factor at the time of Member peak demand, and
bpf = 0.9s.

The provisions of the power factor adjustment may be waived if power factor is detrimentally
impacted as a direct result of system improvements or a change in operational procedure by
AEPCO to reduce transmission losses and/or improve system reliability.

Capacity and Energy Below Allocated Capacity — If CARM is utilizing a Future Resource,
Supplemental Purchase, S&G PPA in any hour to serve Native Load and CARM fails to take its
required share of Minimum Base Capacity or Minimum Other Capacity, CARM shall pay a
charge as set forth in Section 2.4 of Rate Schedule A to the Member’s Wholesale Power
Contract.

Taxes — Bills rendered are subject to adjustment for all federal, state and local government taxes
or levies, including any taxes or levies imposed as a carbon tax or “cap and trade” or other
carbon assessments system imposed on electricity sales or electricity production and any
assessments that are or may be imposed by federal or state regulatory agencies on electric utility
gross revenues.

Transmission and Ancillary Service Charges — Each Class A member shall also be billed by
AEPCOQ for charges AEPCO incurs for the transmission of power and energy to the Class A
member’s delivery point(s). Such charges will be assessed to the Class A member at the rates
actually charged AEPCO by the transmission provider and others for transmission service and
the provision of ancillary services.

Power Cost Adjustor Rates and Power Cost Bank Charges

“Base Resources” are defined as (1) AEPCO’s Steam Turbine Units 2 and 3, (2) power
purchased under contract from the Western Area Power Administration and (3) economy
purchases displacing base resources generation.

“Other Resources” are defined as (1) AEPCO’s generation units other than Steam Turbine Units
2 and 3, (2) power purchased under contracts which serve the combined scheduled loads of
AEPCO’s Class A members plus power purchased under contract and economy energy
purchases (other than economy purchases displacing base resources generation) made for the
purpose of meeting the scheduled load requirements of all Class A members and (3) power
purchased under contracts or resources which have been acquired to serve Class A Member load
and which the Member has expressly agreed to in a participation agreement.

AEPCO CARM Tariff 10421-0067/4326151v2
A.C.C. Decision No. 74173
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“Fixed Power Costs” are defined as those costs that do not vary directly with the production
and/or purchase of electric power and energy. Such costs include, but are not limited to, demand
charges, reservation charges, and wheeling expenses that do not vary directly with energy take.

The monthly bill computed under this Tariff shall, using the procedures stated herein, be increased
or decreased by the monthly fixed costs adjustor charge, the monthly bank charges and an amount
equal to the result of multiplying the kWh derived from each resource type by the applicable Power
Cost Adjustor Rate for Base Resources and Other Resources where:

Base Resources Adjustor Rate

BF =

BF =

BPC

BPC - $0.02958

Base Resources Power Cost Adjustor Rate in dollars per kWh, rounded to the
nearest one-thousandth of a cent ($0.00001).

The Commission-allowed pro forma fuel costs of Base Resources generation, the
purchased power costs of Base Resources and wheeling costs associated with
Base Resources in dollars per kWh, rounded to the nearest one-thousandth of a
cent ($0.00001).

Allowable Base Resources fuel, purchased power and wheeling costs include:

A.

AEPCO CARM Tariff
A.C.C. Decision No. 74173

The costs of fossil fuel and natural gas consumed in AEPCO’s Steam Generating
Units 2 and 3 as recorded in RUS Account 501 (excluding those costs identified
as Fixed Power Costs), plus

The actual costs associated with Base Resources power purchased for reasons
other than identified in paragraph (C) below as recorded in RUS Account 555
(excluding those costs identified as Fixed Power Costs), plus

The cost of energy purchased when such energy is purchased on an economic
dispatch basis to substitute for higher cost Base Resources energy as recorded in
RUS Account 555, plus

The firm and non-firm wheeling expenses associated with the delivery of Base
Resources energy as recorded in RUS Account 565 (excluding those costs
identified as Fixed Power Costs) excepting network service transmission
payments made by AEPCO to Southwest Transmission Cooperative, Inc. for
electric power and energy furnished to the CARM, less

The energy costs recovered through non-tariff contractual firm sales of Base
Resources power and energy as recorded in RUS Account 447, less

The energy costs recovered through inter-system economy energy and/or intra-

system resource transfer sales of Base Resources power and energy sold on an
economic dispatch basis as recorded in RUS Account 447.

10421-0067/4326151v2
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Base Resources Bank Charge

BBC

BBC

BBA

= BBA/6*

= Base Resources Bank Charge in dollars per month, rounded to the nearest cent

(80.01).

= The “Base Resources Bank Account” represents allowable accumulated fuel,

purchased power and wheeling costs in dollars over- or under-collected in the past
from Base Resources, rounded to the nearest cent ($0.01).

* The BBC for each individual CARM is based on the accumulated (over)/under
collected BBA for that individual Member.

Other Resources Adjustor Rate

OF

OF

OPC

= OPC -50.03899

= Other Resources Power Cost Adjustor Rate in dollars per kWh, rounded to the

nearest one-thousandth of a cent ($0.00001).

= The Commission-allowed pro forma fuel costs of Other Resources generation,

Other Resources purchased power and wheeling costs associated with Other
Resources in dollars per kWh, rounded to the nearest one-thousandth of a cent
($0.00001).

Allowable Other Resources fuel, purchased power and wheeling costs include:

A. The costs of fossil fuel and natural gas consumed in AEPCO’s Steam Generating

AEPCO CARM Tariff

Units 1, 4, 5 and 6 as recorded in RUS Accounts 501 and 547 (excluding those costs
identified as Fixed Power Costs), plus

The actual costs associated with Other Resources purchased power for reasons other
than identified in paragraph (C) below as recorded in RUS Account 555 (excluding
those costs identified as Fixed Power Costs), plus

The cost of Other Resources energy purchased when such energy is purchased on an
economic dispatch basis. Included therein are such costs as those charged for
economy energy purchases and the charges resulting from a scheduled outage of
Other Resources generation units. All such kinds of Other Resources energy being
purchased by AEPCO to substitute for its own higher cost Other Resources energy
as recorded in RUS Account 555, plus

The firm and non-firm wheeling expenses associated with the delivery of Other
Resources energy as recorded in RUS Account 565 (excluding those costs identified
as Fixed Power Costs), excepting network service transmission payments made by
AEPCO to Southwest Transmission Cooperative, Inc. for electric power and energy
furnished to the CARM, less

10421-0067/4326151v2
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E. The energy costs recovered through non-tariff contractual firm sales of Other
Resources power and energy as recorded in RUS Account 447, less

F. The energy costs recovered through inter-system economy energy and/or intra-
system resource transfer sales of Other Resources power and energy sold on an
economic dispatch basis as recorded in RUS Account 447.

Other Resources Bank Charge

OBC = OBA/6*

OBC = Other Resources Bank Charge in dollars per month, rounded to the nearest cent
($0.01).

OBA = The “Other Resources Bank Account” represents allowable accumulated fuel,

purchased power and wheeling costs in dollars over- or under-collected in the past
from Other Resources, rounded to the nearest cent ($0.01).

* The OBC for each individual CARM is based on the accumulated (over)/under
collected OBA for that individual Member.

Fixed Power Costs Adjustor Charge

FC =

FC =

FPC =

FPC - $174,959 *

Fixed Power Costs Adjustor Charge in dollars per month, rounded to the nearest
cent ($0.01).

The Commission-allowed pro forma fixed fuel costs of Base and Other Resources
generation, fixed costs of Base and Other Resources purchased power and fixed
wheeling costs associated with Base and Other Resources in dollars, rounded to
the nearest cent ($0.01).

Allowable fixed fuel, purchased power and wheeling costs include:

A. The fixed costs of fossil fuel and natural gas consumed in AEPCO’s Steam
Generating Units as recorded in RUS Accounts 501 and 547, plus

B. The fixed costs associated with purchased power as recorded in RUS Account 555,
plus

C. The fixed wheeling expenses associated with the delivery of Base and Other
Resources energy as recorded in RUS Account 565, excepting network service
transmission payments made by AEPCO to Southwest Transmission Cooperative,
Inc. for electric power and energy furnished to the CARM, less

AEPCO CARM Tariff
A.C.C. Decision No. 74173
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D. The demand and other fixed costs recovered through non-tariff contractual firm sales
of power and energy as recorded in RUS Account 447, less

E. The demand and other fixed costs recovered through inter-system economy
energy and/or intra-system resource transfer sales of power and energy sold on an
economic dispatch basis as recorded in RUS Account 447,

* The FC is apportioned among the CARMs and allocated to each CARM based upon
each CARM’s monthly Demand Ratio Share. The Demand Ratio Share is calculated
each month as the percentage of each CARM’s 12-month rolling average demand to the
total of the CARMs’ 12-month rolling average demand.

Fixed Power Costs Bank Charge

FBC =

FBC

FBA =

FBA/6*

Fixed Power Costs Bank Charge in dollars per month, rounded to the nearest cent

($0.01).

The “Fixed Power Costs Bank Account” represents allowable accumulated fixed
fuel, purchased power and wheeling costs in dollars over- or under-collected in
the past, rounded to the nearest cent ($0.01).

* The FBC for each individual CARM is based on the accumulated (over)/under
collected FBA for that individual Member.

For purposes of calculating the Power Cost Bank Charges, AEPCO shall separately track each
individual CARM’s BBA, OBA and FBA. In addition, on a calendar semi-annual basis, AEPCO
shall compute the Power Cost Adjustor Rates as specified herein based upon a rolling 12-month
average of allowable fuel, purchased power and wheeling costs for the BPC, the OPC and the
FPC. AEPCO shall initially file by March 1, 2014 and thereafter on March 1 and September 1 of
the month preceding the effective date of the revised Power Cost Adjustor Rates and Power Cost
Bank Charges (i.e., April 1 or October 1): (1) calculations supporting the revised Adjustor Rates
and Bank Charges with the Director, Utilities Division, and (2) a Tariff reflecting the revised
Adjustor Rates and Bank Charges with the Commission, which Tariff shall be effective for
billings after the first day of the following month and which shall continue in effect until revised
pursuant to the procedures specified herein.

AEPCO CARM Tariff
A.C.C. Decision No. 74173
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EXHIBIT A

Effective Date

November 1, 2014 (1)

Collective All-Requirements Members:

Total Fixed Charge/Month $272,777 (2)
Total O&M Charge/Month $456,549 (2)
Base Resources Energy Rate — $/kWh $0.02958
Other Resources Energy Rate — $/kWh $0.03899

Adjustor Rates/Charges

Base Resources Power Cost Adjustor Rate — $/kWh
Other Resources Power Cost Adjustor Rate — $/kWh
Fixed Power Costs Adjustor Charge — Total $/mo. (2)

Bank Charges

Anza Electric Cooperative, Inc.
Base Resources Bank Charge — $/mo.
Other Resources Bank Charge — $/mo.

Fixed Power Costs Bank Charge — $/mo.

Duncan Valley Electric Cooperative, Inc.
Base Resources Bank Charge — $/mo.
Other Resources Bank Charge — $/mo.

Fixed Power Costs Bank Charge — $/mo.

Graham County Electric Cooperative, Inc.

Base Resources Bank Charge — $/mo.
Other Resources Bank Charge — $/mo.

Fixed Power Costs Bank Charge — $/mo.

$TBD*
$TBD*
$TBD*

$TBD*
$TBD*
$TBD*

$TBD*
$TBD*
$TBD*

$TBD*
$TBD*
$TBD*

(1) Rates are effective for service provided on and after this date.
(2) The Total Fixed Charge, the Total O&M Charge, and the Fixed Power Costs Adjustor Charge are
apportioned among the CARMs and allocated to each CARM based upon each CARM’s monthly
Demand Ratio Share. The Demand Ratio Share is calculated each month as the percentage of each
CARM’s 12-month rolling average demand to the total of the CARMs’ 12-month rolling average

demand.

* Effective October 1, 2014 and determined and revised as set forth in the Tariff.

AEPCO CARM Tariff

A.C.C. Decision No. 74173

Original Effective Date: November 1, 2013
Adjustor/Bank Effective Date: October 1, 2014

10421-0067/4326151v2




Exhibit A

Arizona Electric Power Cooperative, Inc.

Partial-Requirements Schedule
Rates and Fixed Charge
(Effective November 1, 2014)

Service provided to Mohave Electric Cooperative, Inc. (“MEC”), Sulphur Springs Valley
Electric Cooperative, Inc. (“SSVEC”) and Trico Electric Cooperative, Inc. (“Trico”) by the
Arizona Electric Power Cooperative, Inc. (‘AEPCO”) under the Partial Requirements Capacity
and Energy Agreements shall be at the rates set forth in the attached Exhibit A and subject to the
terms set forth herein in addition to any applicable terms set forth in the Members® Partial
Requirements Capacity and Energy Agreements.

Billing Month — The first calendar month preceding the month the bill is rendered.

Demand Overrun Adjustment — If, in any hour, (i) Member’s scheduled load (if Member is not in
AEPCO’s Control Area) or (ii) Member’s metered load less capacity obtained from sources
outside the Dispatch Pool (if Member is in AEPCO’s Control Area) exceeds its Allocated
Capacity, then Member shall be charged a Demand Overrun Adjustment. Such Demand Overrun
Adjustment shall equal the product of Member’s Fixed Charge multiplied by the demand overrun
adjustment factor. The demand overrun adjustment factor shall be any non-negative number
determined from the following formula:

doaf = ((mbdkW) / AC) ~ 1

Where:
doaf = Demand Overrun Adjustment Factor,
mbdkW = Member Schedule in kW or Metered kW less capacity from sources
outside the Dispatch Pool, as applicable, and
AC = Allocated Capacity of Member, in kW.

In addition, Member shall pay for the energy associated with the Demand Overrun Adjustment at
the then-applicable Other Resources Energy Rate.

Power Factor — Each Member shall maintain Power Factor at the time of maximum demand as
close to unity as possible. If the Power Factor of Member measured at the aggregated Member’s
Delivery Point(s) at the time of Member’s peak demand is outside a bandwidth of 95% leading to
95% lagging, a Power Factor Adjustment shall be separately charged to the Member. The Power
Factor Adjustment shall be the product of the Member’s power factor adjustment (as set forth
below) multiplied by the quotient of the Member’s O&M Charge divided by the sum of the
Member’s 12-month rolling average demand. The power factor adjustment kW shall be any
non-negative number determined from the following formula:

AEPCO PRM Tariff 1 10421-0067/4326165v2
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pfakW = ((mkW / mpf)(bpf)) - mkW

Where:
pfakW = power factor adjustment in kW,
mkW = Member Metered kW,
mpf = measured power factor at the time of Member peak demand, and
bpf = 0.95.

The provisions of the power factor adjustment may be waived if power factor is detrimentally
impacted as a direct result of system improvements or a change in operational procedure by
AEPCO to reduce transmission losses and/or improve system reliability.

Taxes — Bills rendered are subject to adjustment for all federal, state and local government taxes
or levies, including any taxes or levies imposed as a carbon tax or “cap and trade” or other
carbon assessments system imposed on electricity sales or electricity production and any
assessments that are or may be imposed by federal or state regulatory agencies on electric utility
gross revenues.

Power Cost Adjustor Rates and Power Cost Bank Charges

“Base Resources” are defined as (1) AEPCO’s Steam Turbine Units 2 and 3, (2) power
purchased under contract from the Western Area Power Administration and (3) economy
purchases displacing base resources generation.

“Other Resources” are defined as (1) AEPCO’s generation units other than Steam Turbine Units
2 and 3, (2) power purchased under contracts which serve the combined scheduled loads of
AEPCO’s Class A members plus power purchased under contract and economy energy
purchases (other than economy purchases displacing base resources generation) made for the
purpose of meeting the scheduled load requirements of all Class A members and (3) power
purchased under contracts or resources which have been acquired to serve Class A Member load
and which the Member has expressly agreed to in a participation agreement.

“Fixed Power Costs” are defined as those costs that do not vary directly with the production
and/or purchase of electric power and energy. Such costs include, but are not limited to, demand
charges, reservation charges, and wheeling expenses that do not vary directly with energy take.

The monthly bill computed under this Tariff shall, using the procedures stated herein, be increased
or decreased by the monthly fixed costs adjustor charge, the monthly bank charges and an amount
equal to the result of multiplying the kWh derived from each resource type by the applicable Power
Cost Adjustor Rate for Base Resources and Other Resources where:

Base Resources Adjustor Rate

BF = BPC-BFB

BF Base Resources Power Cost Adjustor Rate in dollars per kWh, rounded to the

nearest one-thousandth of a cent ($0.00001).

AEPCO PRM Tariff o)
A.C.C. Decision No. 74173

Original Effective Date: November 1, 2013

Adjustor/Bank Effective Date: October 1, 2014
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BPC = The Commission-allowed pro forma fuel costs of Base Resources generation,
purchased power costs of Base Resources and wheeling costs associated with
Base Resources in dollars per kWh, rounded to the nearest one-thousandth of a
cent ($0.00001).

The Base Resources Fuel Base or BFB is $0.02931 for MEC, $0.02975 for
SSVEC and $0.02984 for Trico.

BFB

Allowable Base Resources fuel, purchased power and wheeling costs include:

A. The costs of fossil fuel and natural gas consumed in AEPCO’s Steam
Generating Units 2 and 3 as recorded in RUS Account 501 (excluding those
costs identified as Fixed Power Costs), plus

B. The actual costs associated with Base Resources power purchased for reasons
other than identified in paragraph (C) below as recorded in RUS Account 555
(excluding those costs identified as Fixed Power Costs), plus

C. The cost of energy purchased when such energy is purchased on an economic
dispatch basis to substitute for higher cost Base Resources energy as recorded in
RUS Account 555, plus

D. The firm and non-firm wheeling expenses associated with the delivery of Base
Resources energy as recorded in RUS Account 565 (excluding those costs
identified as Fixed Power Costs), excepting network service transmission
payments made by AEPCO to Southwest Transmission Cooperative, Inc. for
electric power and energy furnished to AEPCO’s all-requirements Class A
members, less

E. The energy costs recovered through non-tariff contractual firm sales of Base
Resources power and energy as recorded in RUS Account 447, less

F. The energy costs recovered through inter-system economy energy and/or intra-
system resource transfer sales of Base Resources power and energy sold on an
economic dispatch basis as recorded in RUS Account 447.

Base Resources Bank Charge

BBC = BBA/6

BBC = Base Resources Bank Charge in dollars per month rounded to the nearest cent

($0.01).

BBA = The “Base Resources Bank Account” represents allowable accumulated fuel,
purchased power and wheeling costs in dollars over- or under-collected in the past
from Base Resources, rounded to the nearest cent ($0.01).

AEPCO PRM Tariff 3 10421-0067/4326165v2
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Other Resources Adjustor Rate

OF

OF

OPC

OFB

= OPC-OFB

= Other Resources Power Cost Adjustor Rate in dollars per kWh, rounded to the

nearest one-thousandth of a cent ($0.00001).

= The Commission-allowed pro forma fuel costs of Other Resources generation,

Other Resources purchased power and wheeling costs associated with Other
Resources in dollars per kWh, rounded to the nearest one-thousandth of a cent
(50.00001).

= The Other Resources Fuel Base or OFB is $0.04118 for MEC, $0.04139 for

SSVEC and $0.03723 for Trico.

Allowable Other Resources fuel, purchased power and wheeling costs include:

A.

AEPCO PRM Tariff

A.C.C. Decision No. 74173

The costs of fossil fuel and natural gas consumed in AEPCO’s Steam Generating
Units 1, 4, 5 and 6 as recorded in RUS Accounts 501 and 547 (excluding those
costs identified as Fixed Power Costs), plus

The actual costs associated with Other Resources purchased power for reasons other
than identified in paragraph (C) below as recorded in RUS Account 555 (excluding
those costs identified as Fixed Power Costs), plus

The cost of Other Resources energy purchased when such energy is purchased on an
economic dispatch basis. Included therein are such costs as those charged for
economy energy purchases and the charges resulting from a scheduled outage of
Other Resources generation units. All such kinds of Other Resources energy being
purchased by AEPCO to substitute for its own higher cost Other Resources energy
as recorded in RUS Account 555, plus

The firm and non-firm wheeling expenses associated with the delivery of Other
Resources energy as recorded in RUS Account 565 (excluding those costs identified
as Fixed Power Costs), excepting network service transmission payments made by
AEPCO to Southwest Transmission Cooperative, Inc. for electric power and energy
furnished to AEPCO’s all-requirements Class A members, less

The energy costs recovered through non-tariff contractual firm sales of Other
Resources power and energy as recorded in RUS Account 447, and less

The energy costs recovered through inter-system economy energy and/or intra-

system resource transfer sales of Other Resources power and energy sold on an
economic dispatch basis as recorded in RUS Account 447.

4 10421-0067/4326165v2
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Other Resources Bank Charge

OBC =

OBC =

OBA =

OBA/6

Other Resources Bank Charge in dollars per month, rounded to the nearest cent

($0.01).

The “Other Resources Bank Account” represents allowable accumulated fuel,
purchased power and wheeling costs in dollars over- or under-collected in the past
from Other Resources, rounded to the nearest cent ($0.01).

Fixed Power Costs Adjustor Charge

FC =

FC =

FPC =

FFB =

FPC - FFB

Fixed Power Costs Adjustor Charge in dollars per month, rounded to the nearest
cent ($0.01).

The Commission-allowed pro forma fixed fuel costs of Base and Other
Resources generation, fixed costs of Base and Other Resources purchased
power and fixed wheeling costs associated with Base and Other Resources in
dollars, rounded to the nearest cent ($0.01).

The Fixed Power Costs Base or FFB is $549,433.00 for MEC, $486,509.00 for
SSVEC and $323,828.00 for Trico.

Allowable fixed fuel, purchased power and wheeling costs include:

A.

AEPCO PRM Tariff
A.C.C. Decision No. 74173

The fixed costs of fossil fuel and natural gas consumed in AEPCO’s Steam
Generating Units as recorded in RUS Accounts 501 and 547, plus

The fixed costs associated with purchased power as recorded in RUS Account
555, plus

The fixed wheeling expenses associated with the delivery of Base and Other
Resources energy as recorded in RUS Account 565, excepting network service
transmission payments made by AEPCO to Southwest Transmission
Cooperative, Inc. for electric power and energy furnished to AEPCO’s all-
requirements Class A members, less

The demand and other fixed costs recovered through non-tariff contractual firm
sales of power and energy as recorded in RUS Account 447, less

The demand and other fixed costs recovered through inter-system economy

energy and/or intra-system resource transfer sales of power and energy sold on
an economic dispatch basis as recorded in RUS Account 447.

5 10421-0067/4326165v2
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Fixed Power Costs Bank Charge

FBC = FBA/6

FBC = Fixed Power Costs Bank Charge in dollars per month, rounded to the nearest cent
(50.01).

FBA = The “Fixed Power Costs Bank Account” represents allowable accumulated fixed
fuel, purchased power and wheeling costs in dollars over- or under-collected in
the past, rounded to the nearest cent ($0.01).

For purposes of calculating the Power Cost Bank Charges, AEPCO shall separately track each
individual Partial-Requirements Member’s BBA, OBA, and FBA. In addition, on a calendar
semi-annual basis, AEPCO shall compute the Power Cost Adjustor Rates as specified herein
based upon a rolling 12-month average of allowable fuel, purchased power and wheeling costs
for the BPC, the OPC and the FPC. AEPCO shall initially file by March 1, 2014 and thereafter
on March 1 and September 1 of the month preceding the effective date of the revised Power Cost
Adjustor Rates and Power Cost Bank Charges (i.e., April 1 or October 1): (1) calculations
supporting the revised Adjustor Rates and Bank Charges with the Director, Utilities Division,
and (2) a Tariff reflecting the revised Adjustor Rates and Bank Charges with the Commission,
which Tariff shall be effective for billings after the first day of the following month and which
shall continue in effect until revised pursuant to the procedures specified herein.

AEPCO PRM Tariff 6 10421-0067/4326165v2
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EXHIBIT A

Effective Date November 1, 2014 (1)
Partial-Requirements Members: MEC SSVEC Trico
Fixed Charge — $/month $856,617 $758,513 $504,878
O&M Charge — $/month $1,433,723 $1,269,525 $845,015
Base Resources Energy Rate — $/kWh $0.02931 $0.02975 $0.02984
Other Resources Energy Rate — $/kWh $0.04118 $0.04139 $0.03723
Adjustor Rates/Charges

MEC

Base Resources Power Cost Adjustor Rate — $/kWh $TBD*

Other Resources Power Cost Adjustor Rate — $/kWh ~ $TBD*

Fixed Power Costs Adjustor Charge — Total $/mo. $TBD*
SSVEC

Base Resources Power Cost Adjustor Rate — $/kWh $TBD*

Other Resources Power Cost Adjustor Rate — $/kWh $TBD*

Fixed Power Costs Adjustor Charge — Total $/mo. $TBD*
Trico

Base Resources Power Cost Adjustor Rate — $/kWh $TBD*

Other Resources Power Cost Adjustor Rate — $/kWh $TBD*

Fixed Power Costs Adjustor Charge — Total $/mo. $TBD*

Bank Charges

MEC

Base Resources Bank Charge — $/mo. $TBD*

Other Resources Bank Charge — $/mo. $TBD*

Fixed Power Costs Bank Charge — $/mo. $TBD*
SSVEC

Base Resources Bank Charge — $/mo. $TBD*

Other Resources Bank Charge — $/mo. $TBD*

Fixed Power Costs Bank Charge — $/mo. $TBD*
Trico

Base Resources Bank Charge ~ $/mo. $TBD*

Other Resources Bank Charge — $/mo. $TBD*

Fixed Power Costs Bank Charge — $/mo. $TBD*

(1) Rates are effective for service provided on and after this date.

* Effective October 1, 2014 and determined and revised as set forth in the Tariff.
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Exhibit B

Arizona Electric Power Cooperative, Inc.

Rate and Revenues Generated Summary
Test Year Ended December 31, 2011

South Point and Griffith Adjustments per
ACC Decision No. 74173

August 1, 2014

AEPCO Revenue Comparison without S and G PPAs - 7/15/2014
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Page 4 of 7
Arizona Electric Power Cooperative, Inc.
Adjusticated and Proposed Rate Tariffs
Twelve Months Ended December 31, 2011
Decision 74173 Proposed
Rates Rate Tariff Increase
Description As Adjudicated (Decrease)
Collective All Requirements Members:
Fixed Charge - Per Month $ 280,682 $ 272,777 $ (7,904)
O&M Rate - Per Month $ 462,845 $ 456,549 $ (6,296)
Base Resources Energy Charge - $/kWh $ 0.02958 $ 0.02958 $ (0.00000)
Base Resources Synchron, PPFAC Accrual - $/kWh $ - $ - $ -
Total $ 0.02958 $ 0.02958 $ (0.00000)
Other Resources Energy Charge - $/kWh $ 0.03904 $ 0.03899 $ (0.00005)
Other Resources Synchron. PPFAC Accrual - $/kWh  § - $ - $ -
Total $ 0.03904 $ 0.03899 $ (0.00005)
Partial Requirements Customers:
Mohave Electric Cooperative:
Fixed Charge - Per Month $ 856,617 $ 856,617 $ -
O&M Rate - Per Month $ 1,433,723 §$ 1,433,723 § -
Base Resources Energy Charge - $/kWh $ 0.02931 $ 0.02931 $ -
Base Resources Synchron, PPFAC Accrual - $/kWh M - $ - $ -
Total ] 0.02931 $ 0.02931 $ -
Other Resources Energy Charge - $/kWh S 0.04118 § 0.04118 § -
Other Resources Synchron. PPFAC Accrual - $/kWh  § - $ - $ -
Total $ 0.04118 $ 0.04118 $ -
Sulphur Springs Valley Electric Cooperative:
Fixed Charge - Per Month S 758,513 $ 758,513 $ -
O&M Rate - Per Month $ 1,269,525 $ 1,269,525 $ -
Base Resources Energy Charge - $/kWh $ 0.02975 $ 0.02975 $ -
Base Resources Synchron. PPFAC Accrual - $/kWh $ - $ - $ -
Total S 0.02975 $ 0.02975 $ -
Other Resources Energy Charge - $/kWh $ 0.04139 $ 0.04139 $ -
Other Resources Synchron. PPFAC Accrual - $/kWh  § - $ - $ -
Total S 0.04139 $ 0.04139 $ -
Trico Electric Cooperative:
Fixed Charge - Per Month s 743,980 $ 504,878 $ (239,103)
O&M Rate - Per Month S 868,482 $ 845,015 § (23,467)
Base Resources Energy Charge - $/kWh $ 0.02984 $ 0.02984 $ (0.00000)
Base Resources Synchron. PPFAC Accrual - $/kWh $ - $ - $ -
Total $ 0.02984 $ 0.02984 $ (0.00000)
Other Resources Energy Charge - $/kWh $ 0.03747 $ 0.03723 $ (0.00024)
Other Resources Synchron. PPFAC Accrual - $/kWh  § - $ - $ -
Total $ 0.03747 $ 0.03723 $ (0.00024)

AEPCO Revenue Comparison without S and G PPAs - 7/15/2014
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Page Sof 7
Arizona Electric Power Cooperative, Inc.
Present and Proposed PPFAC Bases
Twelve Months Ended December 31, 2011
Test Period Proposed
PPFAC Bases PPFAC Bases Increase
Description As Adjusted (Decrease)

1 Collective All Requirements Members:

2 Fixed Fuel Costs Base $183,236 $174,959 ($8,277)

3 Base Resources Base $0.02958 $0.02958 $0.00000

4 Other Resources Base $0.03904 $0.03899 -$0.00005

5

6 Partial Requirements Customers:

7 Mohave Electric Cooperative:

8 Fixed Fuel Costs Base $549,433 $549,433 $0

9 Base Resources Base $0.02931 $0.02931 $0.00000
10 Other Resources Base $0.04118 $0.04118 $0.00000
11
12 Sulphur Springs Valley Electric Cooperative:
13 Fixed Fuel Costs Base $486,509 $486,509 $0
14 Base Resources Base $0.02975 $0.02975 $0.00000
15 Other Resources Base $0.04139 $0.04139 $0.00000
16
17 Trico Electric Cooperative:
18 Fixed Fuel Costs Base $574,197 $323,828 ($250,369)
19 Base Resources Base $0.02984 $0.02984 $0.00000
20 Other Resources Base $0.03747 $0.03723 -$0.00024

AEPCO Revenue Comparison without S and G PPAs - 7/15/2014
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