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FINDINGS OF FACT

1. UNS Gas, Inc. (“UNSG” or “the Company”) is engaged in providing natural gas service
within portions of Arizona, pursuant to authority granted by the Arizona Corporation Commission.

2. UNSG provides natural gas service in Apache, Navajo, Santa Cruz, Yavapai, Coconino,
and Mohave counties. The Company has approximately 139,000 Residential customers, and 13,000
Commercial customers, along with a small number of Industrial and Resale customers, for a total of
approximately 152,000 customers.
DSM Bank Balance

3. On April 1, 2016, UNSG filed an application in the Docket requesting to reduce its
Demand-Side Management Adjustor from the current $0.0005 per therm, to zero per therm. Cutrrently,
UNSG has an over-collected balance of approximately $900,000. In order to pay it down, the Company
is proposing to use the balance to fund its energy efficiency programs. UNSG states that it will submit

a request to reset the DSM surcharge once the over-collected balances approaches elimination.
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4, UNS Gas has approximately 152,000 customers, in total. With a $900,000 ovet-
collection, the Company owes approximately $6 per customer, based on its DSM bank balance.
Reducing the UNS Gas surcharge from $0.0005 to zero would reduce the monthly DSM surcharge from
a little over two cents to zero.

DSM Program Spending

5. The Annual Demand-Side Management (“DSM”) Progtess Report, docketed on April
1, 2016, reported DSM spending of $180,747 in 2015. This funding covers the costs of the UNSG
DSM portfolio, which consists of a Low-Income Weatherization Program, a Residential New
Construction Program and a C&I (Commercial and Industrial) Gas Efficiency Program. UNSG is
currently anticipating lower spending for 2016 and 2017, but if gas prices rise (making more gas
measures cost-effective), the Company will ask the Commission to approve more measures. (Based on
Enetgy Information Agency data, modest increases in gas costs may occur in the near tertn; however,
there is no way to know whether such increases, if they occur, would be sufficient to significantly
increase avoided costs.)

Recommendation

6. Given the size of UNSG’s DSM over-collection, it is reasonable to reduce the surcharge
from $0.0005 per therm to zeto. Using the ovet-collected bank balance to fund UNSG’s DSM program
will not only prevent continued over-collection, but allow it to pay down the over-collection. Also,
setting the surcharge at zero, rather than moving to a negative surcharge (or surcredit) will allow the
Company flexibility for the next several years in the event more measures are approved or participation
increases for the existing programs and measures. Staff has recommended that the UNSG DSM
surcharge be reduced from $0.0005 to zero.

CONCLUSIONS OF LAW

1. UNS Gas is an Arizona public service corporation within the meaning of Article XV,
Section 2, of the Arizona Constitution.
2. The Commission has jurisdiction over UNS Gas and over the subject matter of the

application.
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3. The Commission, having reviewed the application and Staff’s Memorandum dated June,
28, 2016, concludes that it is in the public intetest to approve a decrease in the DSM surcharge, from
$0.0005 per therm to zero.

ORDER

IT IS THEREFORE ORDERED that the decrease in the DSM surcharge from $0.0005 per
therm to zero be approved, as herein discussed.

IT IS FURTHER ORDERED that the DSM surcharge be decreased to zero effective August
1, 2016 and remain at zero until furthet action of the Commission.

IT IS FURTHER ORDERED that this Decision become effective immediately.

BY THE ER OF THE ARIZONA CORPORATION COMMISSION
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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

Corm?fsion to be affi ?/dZithe Capitol, in the City of Phoenix,
this day of 4 , 2016.

ODIJERICRY
EXEQUTIYE DIRECTOR

DISSENT:

DISSENT:

TMB:;jmk:nr/CHH
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