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II.

INTRODUCTION.

Please state your name and business address.
My name is David G. Hutchens and my business address is 88 East Broadway, Tucson,

Arizona, 85702.

Did you file Direct and Rebuttal Testimony in this proceeding?
Yes.

On whose behalf are you filing your Settlement Testimony in this proceeding?
My Settlement Agreement Testimony is filed on behalf of Tucson Electric Power

Company (“TEP” or the “Company”).

What is the purpose of your Testimony?

The purpose of my Testimony is to support the August 15, 2016 Settlement Agreement
(“Settlement Agreement”) that was filed with the Arizona Corporation Commission
(“Commission™) in this Docket. Company witness Dallas J. Dukes is also filing

Testimony in support of the Settlement Agreement.

TEP’S RATES NEED TO BE UPDATED TO REFLECT NEW RATE BASE

INVESTMENTS AND ASSOCIATED COSTS.

Please summarize why TEP needs a non-fuel base rate increase at this time.
TEP’s current rates reflect costs and investments from 2011. As I noted in my Direct
Testimony, since the end of 2011 (the test year used in TEP’s last rate case) the Company

has invested approximately $1.3 billion in its utility system.! The Company’s rate base

! Hutchens Direct Testimony (25:19-20).
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III.

adopted in the Settlement Agreement reflects, among other things, (i) the acquisition Gila
River Unit 3, a highly efficient natural gas-fired power plant, (ii) the purchase of certain
interests in Springerville Generating Station Unit 1 (“SGS Unit 1), a reliable, low cost base-
load resource, (iii) investments in cost-effective utility-scale solar generation, and (iv)
necessary and prudent investments to maintain a safe and reliable distribution system and to

support the addition of approximately 10,000 new customers.’

The financial impact of these investments and related costs have been exacerbated by a
nearly 3% decrease in retail sales since 2011.> While energy sales may have declined
during that period, TEP’s peak system load has increased nearly 3% over the last two
years. As a result, lower sales levels have hindered TEP’s ability to recover its costs
necessary to serve customers, since a majority of its fixed costs are recovered through

volumetric rates.

For these reasons, TEP is continuing to request that the Commission approve the
Settlement Agreement so that the revenue requirement adopted therein can be reflected in

rates by January 1, 2017.

SETTLEMENT AGREEMENT OVERVIEW.

Please summarize the key financial provisions of the Settlement Agreement.
The Settlement Agreement provides for, among other things:
e a non-fuel base rate increase of $81.5 million4, of which $15.2 million is
contingent upon TEP completing the purchase of a 50.5% interest in

Springerville Unit 1 (“SGS Unit 17);’

? Hutchens Rebuttal Testimony (9:1).
* Hutchens Direct Testimony (10:22-23).
4 Settlement Agreement 2.1.
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A. The increase in non-fuel revenues agreed to in the Settlement Agreement represents

e an original cost rate base of approximately $2.05 billion;®

e the adoption of TEP’s test year capital structure of 49.97% long-term debt and
50.03% common equi‘[y;7 and

e areturn on common equity (“ROE”) of 9.75% and an embedded cost of long-

term debt of 4.32% (resulting in a weighted average cost of capital of 7.04%).2

Q. Please describe the concessions TEP agreed to relative to the Company’s original

request.

approximately 65% of the amount TEP requested in its Direct Testimony. The Company
made revenue requirement concessions totaling more than $44 million, as shown in the

table below.

Initial | Settlement
Position | Agreement

Non-Fuel Base Rate Increase $109.5 $66.3 | ($43.2)

$ in millions Change

Treatment of Non-Fuel O&M
Related to 50.5% of SGS Unit 1: ‘
PPFAC Recovery 16.3 0.0 (16.3)
Non-Fuel Base Rates 0.0 15.2 15.2
Total $125.8 $81.5 | (544.3)
Q. Briefly describe the items contributing to the $44 million referenced above.

A. The key factors contributing to the $44 million reduction include: (i) a decrease in ROE
(from 10.35% to 9.75%) and the fair value increment of rate base (from 1.42% to
1.00%”); (ii) a decrease in the ACC jurisdictional allocation of TEP’s generation costs;

and (iii) certain other reductions in operating expenses and rate base. The Settlement

> Settlement Agreement 2.4,
¢ Settlement Agreement 2.5.
7 Settlement Agreement 3.1.
¥ Settlement Agreement 3.2.
? Settlement Agreement 3.3.
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Agreement Testimony of Company witness Dallas J. Dukes provides a more detailed
reconciliation that compares the Company’s initial request with the amounts agreed upon

in the Settlement Agreement.

Did Staff, RUCO, AECC and' the other parties make similar concessions too?

Yes, they did.

Is the agreed upon non-fuel base rate increase of $81.5 million supportive of the
Company’s stable financial position?

Yes. The agreed upon rate relief would be supportive of the credit metrics that underlie
TEP’s current investment grade ratings of A3 from Moody’s Investor Services and BBB+
from Standard & Poor’s. Other credit supportive aspects of the Settlement Agreement
include: (i) an authorized ROE that is comparable to the returns recently granted by other
states to vertically integrated investor-owned utilities; (ii) a capital structure that reflects
the significant improvement made by TEP since its last rate case and since the acquisition
of UNS Energy by Fortis; and (iii) the contingent recovery of non-fuel O&M costs

related to the pending ownership of an additional 50.5% of SGS Unit 1.

In addition to preserving TEP’s strong and stable financial position, the Settlement
Agreement provides the Company with the ability to continue making decisions that are

in the best long-term interest of our customers.

Is the Company assured of collecting the non-fuel base rate increase of $81.5 million
from customers?
No. The Company’s ability to recover the authorized non-fuel revenue increase and earn

the authorized ROE of 9.75% will depend the Commission’s final decision regarding the
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IV.

Company’s rate design proposals, as well as the proposed modifications to the lost fixed

cost recovery mechanism.

Would you like to discuss other aspects of the Settlement Agreement?

Yes. 1 believe the Settlement Agreement recognizes the importance of the Company’s
generation resource diversification strategy and provides momentum to cost-effectively
execute this strategy in a manner that is in the best long-term interest of our customers.
Specifically, the Settlement Agreement provides for (i) the recovery of non-fuel operating
costs related to the pending purchase of 50.5% of SGS Unit 1; and (ii) a reduction in the

book value and depreciation lives of coal generation assets.

THE SETTLEMENT AGREEMENT IS IN THE PUBLIC INTEREST.

Please describe why the Settlement Agreement is in the public interest?

I firmly believe that the public interest is best served when several parties with diverse
interests reach a compromise. Each of the 11 signatories of the Settlement Agreement
made significant concessions on revenue requirement issues filed in their initial rounds of
testimony. The parties engaged in good faith negotiations that were open, transparent
and inclusive of all parties to this docket who chose to participate in the settlement

Process.

The most compelling evidence supporting the public interest of the Settlement
Agreement is reviewing the signatories. The Settlement Agreement balances the interests
of a variety of stakeholders. In addition to TEP and Commission Staff, the Settlement
Agreement was signed by parties representing residential customers (RUCO), large
industrial customers (AECC and Freeport Minerals Corporation), large commercial

customers (The Kroger Company, Wal-Mart Stores, Inc. and Sam’s West), investors
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(Arizona Investment Council), and environmental advocacy groups (Sierra Club and

Western Resource Advocates).

Does this conclude your testimony?

Yes, it does.
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II.

1.

INTRODUCTION.

Please state your name and business address.
My name is Dallas J. Dukes and my business address is 88 East Broadway, Tucson,

Arizona, 85702.

Did you provide Direct and Rebuttal testimonies in this proceeding?

Yes.

SUMMARY OF TESTIMONY.

What is the purpose of your testimony?
I am testifying in support of the Settlement Agreement regarding Revenue Requirement

(“Agreement”) filed on August 15, 2016.

REVENUE REQUIREMENT.

A. Revenue Increase

Please describe the settled-upon revenue increase.

Attachment “A” to the Settlement Agreement sets forth the adjustments to TEP’s Direct
and Rebuttal revenue requirement that resulted in the revenue requirement included within
the Settlement Agreement. With respect to non-fuel revenues, the Settlement Agreement
provides for a non-fuel revenue increase of $81.5 million, of which $15.2 million is

contingent upon TEP completing the purchase of a 50.5% interest in Springerville Unit 1




1 (“SGS Unit 1”). This amount is $44.3 million less than the $125.8 million that the

2 Company originally requested.1

3

4 B. Cost of Capital

5| Q. Please describe the cost of capital changes agreed upon by the Signatories.

6 || A. The Company’s Rebuttal filing reduced the requested return on equity (“ROE”) to 10.00%

7 from 10.35% originally requested by the Company. That change reduced the Company’s

8 requested non-fuel revenue increases by approximately $5.9 million. As a result of the

9 Settlement Agreement, there were additional cost of capital items agreed upon by the
10 Signatories. Those items are: (i) the adoption of TEP’s test year capital structure of
11 49.97% long-term debt and 50.03% common equity; (ii) an ROE reduction to 9.75% and
12 an embedded cost of long-term debt of 4.32% (resulting in a weighted average cost of
13 capital of 7.04%); and (iii) the return on the fair value increment of rate base reduced from
14 the requested 1.42% to 1.00% (resulting in a fair value rate of return on fair value rate base
15 0f 5.34%). As a result of these capital structure changes the Company’s requested non-fuel
16 revenue increase was additionally reduced by approximately $9.6 million. Thus, reducing
17 the Company’s initial non-fuel revenue increase by approximately $15.5 million.
18
19 C. Rate Base Adjustments

20 || Q. Please describe the rate base adjustments agreed to by the Signatories.

21 || A. In the Company’s Rebuttal filing it had already accepted several intervening parties’

22 positions and reduced its OCRB by approximately $38.4 million. As a result of the
23 Settlement Agreement, there are four additional adjustments resulting in a further reduction
24 of OCRB of approximately $21.1 million. Bringing the total reduction in the Company’s
25 initial OCRB to $59.5 million less than originally proposed.

26

27 || ' This amount includes a $109.5 million non-fuel base rate increase and $16.3 million in non-fuel O&M
related to SGS Unit 1 that was initially requested to be recovered through the PPFAC.

2
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The additional reductions agreed upon by the Signatories for the purposes of the
Settlement Agreement are comprised of: (i) an agreement to reduce the in-service cut-off
date from December 31, 2016 to June 30, 2016, for investments made prior to the end of
the test year, but not in service (these investments are referred to as Post Test Year
adjustments); (ii) the rolling forward of accumulated amortization related to the leasehold
improvements associated with the 50.5% share of SGS Unit 1 through December 31, 2016;
(iii) the permanent reduction of the book value of the TEP Headquarters building; and (iv)
the conforming changes related to the Settlement Agreement impacting cash working

capital.

D. Operating Expense Adjustments

Please describe the operating expense adjustments agreed to by the Signatories.

In the Company’s Rebuttal filing, it had already accepted several intervening parties’
positions and reduced its pro forma operating éxpenses by approximately $13.6 million. As
a result of the Settlement Agreement there are additional adjustments resulting in a further
reduction of operating expense by approximately $9.0 million. The total reduction in the

Company’s initially proposed pro-forma operating expenses is $22.6 million.

The additional reductions agreed upon by the Signatories for the purposes of the
Settlement Agreement are comprised of: (i) the agreement to normalize generation
overhaul and outage expenses based upon the most recent six years of actual data;.(ii) the
exclusion of the wage and payroll tax increase associated with anticipated 2017 non-union
wage increases; (iii) the recovery of only 50% of the normalized cost associated with the
Company’s Short Term Incentive compensation plan; (iv) a $1 million cap on the recovery
of rate case expense amortized over four years; (v) the removal of expenses associated with

the Company’s Long Term Incentive compensation plan; (vi) a reduction of $1.1 million in
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test year legal cost; and.(vii) conforming changes to depreciation and income tax expenses

associated with agreed upon depreciation rate and rate base changes.

Q. Did the Signatories come to an agreement on depreciation rates?
A. Yes. The Settlement Agreement adopted the depreciation rates contained in TEP’s
Rebuttal Testimony, with modifications to the depreciation for San Juan Unit 1 and

depreciation rates for distribution plant.

Q. Please describe the adjustments for early plant retirement included in TEP’s Direct
Testimony.

A. TEP Witness Dr. White sponsored a depreciation study in his Direct Testimony. The
depreciation rates proposed by Dr. White included adjustments to reflect the early
retirement of San Juan Unit 2 and the Sundt Coal Handling Facilities” as well as various
adjustments to generation asset expected service lives®, including a reduction to the
expected service life for San Juan Unit 1 from 2036 to 2027. TEP proposed to reduce the
expected service life for San Juan Unit 1 as a result of the uncertainty associated with

Company’s participation in that Unit beyond 2022.

Q. How were the early retirements of San Juan Unit 2 and the Sundt Coal Handling
Facilities treated in the depreciation study?

A. They were treated consistent with the treatment specified in the Settlement Agreement
approved in the 2012 TEP Rate Order, Decision No. 73912 (June 27, 2013) (*2012 TEP
Rate Order”). The 2012 TEP Rate Order states at Section 20.3 that “if TEP makes any
filing with the ACC related to the early retirement of any production asset, TEP will

propose that any then-existing excess depreciation reserve for production plant be applied

? See TEP Witness Marino Direct Testimony pages 7 through 11.
® See TEP Witness Sheehan Direct Testimony pages 21 through 28.

4
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to the unrecovered book value of the retiring asset.” This provision allows unrecovered
remaining asset costs to be absorbed by excess depreciation reserves that exist on other

assets as identified in the depreciation study.

Did Dr. White identify any differences between recorded and computed depreciation
reserves?

Yes. After reflecting the early retirement of San Juan Unit 2 and the Sundt Coal Handling
Facilities, Dr. White identified a reserve shortfall in total for all of TEP’s assets which he

proposed to amortize over the composite remaining life of each asset category.

Did TEP propose any changes to depreciation rates in its Rebuttal Testimony?
Yes. TEP accepted certain changes to depreciation rates based on Staft Witness
McCullar’s proposed adjustments. These adjustments were accepted by TEP Witness

Lewis in his Rebuttal Testimony at pages 7 through 9.

Do these adjustments impact the difference between the recorded and computed
depreciation reserves that was presented in TEP’s Direct Testimony?
Yes. These adjustments result in an overall excess depreciation reserve for all of TEP’s

assets, compared with the reserve shortfall identified in TEP’s Direct Testimony.

Please summarize the adjustments to depreciation rates included in the Settlement
Agreement.

The Settlement Agreement adopted the depreciation rates contained in TEP’s Rebuttal
Testimony, except that (i) the rates for San Juan Unit 1 and Common (“San Juan Unit 1)

were adjusted to reflect a depreciable life of TEP’s total investment of six (6) years or

through the year 2022, (ii) $90 million of distribution excess reserves are to be transferred
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to San Juan Unit 1, and (iii) depreciation rates on distribution plant were adjusted to offset

changes (i) and (ii).

Is it reasonable to shorten the life of San Juan Unit 1 to 6 years?

Yes. Given the uncertainty surrounding TEP’s continued operation of San Juan Unit 1
after the expiration of the current fuel supply agreement and plant participation agreement
in 2022, it is reasonable to shorten its expected useful life as it relates to TEP’s

participation to 2022.

Is it reasonable to utilize excess distribution depreciation reserves to offset plant costs
associated with San Juan Unit 1?

Yes. In the 2012 TEP Rate Order, the Commission acknowledged the reasonableness of
applying excess depreciation reserves to offset the effects of early production plant
retirements (that could otherwise cause a large rate impact). Utilizing excess distribution
depreciation reserves will mitigate the rate impact of the San Juan Unit 1 accelerated

depreciation resulting from shortening the life to 6 years.

Is the impact of adjusting distribution depreciation rates for the San Juan Unit 1
issues you discuss above reasonable?

Yes. The composite distribution rate for distribution assets was reduced slightly from
1.78% to 1.56%. This is a reasonable result in order to mitigate the rate impact of the San

Juan Unit 1 adjustments.

Have you updated the depreciation study schedules sponsored by TEP Witness Dr.
White in his Direct Testimony?

Yes. Attached as Exhibit DJD-S-1 are the depreciation study schedules that reflect the

provisions of the Settlement Agreement.




1| Q. Does this conclude your testimony?

2 1 A. Yes
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TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A 8 C D=B+C E F G=E+F
STEAM PRODUCTION
310.00 Rights-of-Way 3.03% 0.00% 3.03% -1 2.64% 0.00% 264%
311.00 Structures and Improvements 3.37% 0.33% 3.70% 2 .3:16% 051% 3.67%
312.00 Boiler Plant Equipment 2.89% 0.38% 3.27% 3.15% 035% 3.50%
314.00 Turbogenerator Units 3.27% 0.72% 3.99% - 341% 0.40% 3.82%
315.00 Accessory Electric Equipment 3.72% 0.94% 4.66% -3.08% 050%  3.59%
316.00 Miscellaneous Power Plant Equipment 3.34% 0.40% 3.74% 3006  031% 3.31%
Total Steam Production Plant 3.09% 0.47% 3.56% 319% 039%  3.58%
OTHER PRODUCTION
Non-Solar
341.00 Structures and Improvements 2.51% 0.31% 2.82% 2.56% 0.19% 2.75%
342.00 Fuel Holders, Products and Accessories 2.71% 0.31% 3.02% 2.64% 0.19% 2.83%
343.00 Prime Movers 2.36% 0.04% 2.40% 2.46% 0.12%  2.58%
344.00 Generators and Devices 2.13% 0.15% 2.28% 1.90% 0.10% 2.00%
345.00 Accessory Electric Equipment 2.34% 0.08% 2.42% 2.05% 0.09% 2.14%
346.00 Miscellaneous Power Plant Equipment 2.45% 0.27% 2.72% 2.48% 0.18% 2.66%
Total Non-Solar 2.33% 0.11% 2.44% 2.31% 0.12% 2.43%
Solar
344.00 Generators and Devices 5.13% 0.00% 5.13% 3.44% 0.17% 3.61%
Total Solar 5.13% 0.00% 5.13% 3.44% 0.17% 3.61%
Total Other Production Plant 3.19% 0.08% 3.27% 2.66% 0.14% 2.80%
DISTRIBUTION PLANT
360.RW Rights-of-Way 1.43% 0.00% 143%  106% 0.00% 1.06%
361.00 Structures and improvements 1.72% 0.00% 1.72% =0 1.45% 0.00% 1.45%
362.00 Station Equipment 1.53% 0.00% 1.53% .0 137% 0.00% 1.37%
364.00 Poles, Towers and Fixtures 1.74% 0.00% 1.74% 137% 0.00% 1.37%
365.00 Overhead Conductors and Devices 1.63% 0.00% 1.63% 1.33% 0.00% 1.33%
366.00 Underground Conduit 1.35% 0.00% 1.35% 1.05% 0.00% 1.05%
367.00 Underground Conductors and Devices 1.87% 0.00% 1.87% 1.44% 0.00% 1.44%
368.0H Line Transformers - Overhead 1.87% 0.00% 1.87% 142% 0.00% 1.42%
368.UG Line Transformers - Underground 2.09% 0.00% 2.09% 162% 0.00% 1.62%
369.0H Services - Overhead 1.85% 0.00% 1.85% 1.45% 0.00% 1.45%
369.UG Services - Underground 1.52% 0.00% 1.52% 123% 0.00% 1.23%
370.00 Meters 3.29% 0.00% 3.29% 423% 0.00% 4.23%
373.00 Street Lighting and Signal Systems 1.77% 0.00% 1.77% 141% 0.00% 1.41%
Total Distribution Plant 1.80% 0.00% 1.80% 1.48% 0.00% 1.48%

Settlement- A-Accrual Rates
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TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current. VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Settlement- A-Accrual Rates

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B c D=B+C E F G=E+F
GENERAL PLANT
Depreciable
390.00 Structures and Improvements 2.49% 0.15% 2.64% 2.53% 0.15% 2.68%
392.C0 Transportation - Class 0 4.96% -0.73% 4.23% 5.14% -0.86%  4.28%
392.C1 Transportation - Class 1 12.43% -1.81% 10.62% 12.97% -220% 10.77%
392.C2 Transportation - Class 2 12.25% -1.78% 10.47% 12.88% -2.23% 10.65%
392.C3 Transportation - Class 3 10.71% -1.56% 9.15% 11.49% -2.02% 9.47%
392.C4 Transportation - Class 4 7.03% -1.02% 6.01% 7.59% -1.35% 6.24%
392.C5 Transportation - Class 5 7.31% -1.08% 6.23% 7.87% -1.31% 6.56%
392.C6 Transportation - Class 6 6.65% -1.00% 5.65% 6.78% -1.01% 5.77%
392.C7 Transportation - Class 7 6.98% -1.04% 5.94% 7.20% -1.08% 6.12%
392.C8 Transportation - Class 8 7.50% -1.13% 6.37% 7.85% -1.19% 6.66%
392.C9 Transportation - Class 9 4.66% -0.70% 3.96% 4.02% -0.61% 3.41%
396.00 Power Operatied Equipment 6.48% -0.24% 6.24% 6.72% -0.06% 6.66%
397.EM EMS and SCADA Equipment 4.96% 0.00% 4.96% 5.12% 0.00% 5.12%
Total Depreciable 4.12% -0.17% 3.95% 4.25% -021%  4.04%
Amortizable
391.00 Furniture and Office Equipment « 24 Year Amortization »  4.15%  « 24 Year Amortization — 4.15%
391.20 Network and Data Equipment «— 5 Year Amortization — 18.68% <« 5 Year Amortization — 18.68%
393.00 Stores Equipment « 15 Year Amortization — 6.35%  « 15 Year Amortization —» 6.35%
394.00 Tools, Shop and Garage Equipment «— 17 Year Amortization —» 5.72% « 17 Year Amortization —» 5.72%
395.00 Laboratory Equipment « 17 Year Amortization — 5.78%  « 17 Year Amortization — 5.78%
‘397.20 Telecommunications Equipment «— 15 Year Amortization —  6.59%  « 15 Year Amortization — 6.59%
398.00 Miscellaneous Equipment «— 20 Year Amortization —  5.00% « 20 Year Amortization —»  5.00%
Total Amortizable 8.75% 0.00% 8.75% 8.75% 0.00% 8.75%
Total General Plant 5.94% -0.11% 5.83% 6.01% -0.12% 5.89%
SUBTOTAL 2.89% 0.21% 3.10% 2.76% 0.17% 2.93%
NET SALVAGE
108.02 Distribution 0.00% 0.27% 0.27% 0.00% 0.08% 0.08%
Total Net Salvage 0.00% 0.27% 0.27% 0.00% 0.08% 0.08%
TOTAL UTILITY 2.89% 0.30% 319% - 276% 021% 297%
STEAM PRODUCTION (by Unit)
Four Corners
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 2.19% 0.17% 2.36% 2.42% 0.11% 2.53%
312.00 Boiler Plant Equipment 1.60% 0.15% 1.75% 1.50% 0.10% 1.60%
314.00 Turbogenerator Units 2.33% 0.14% 2.47% 1.99% 0.08% 2.07%
315.00 Accessory Electric Equipment 3.48% 0.19% 3.67% 4.00% 0.16% 4.16%
316.00 Miscellaneous Power Plant Equipment 2.39% 0.17% 2.56% 2.25% 0.09% 2.34%
Total Four Corners 1.82% 0.15% 1.97% 1.73% 0.10% 1.83%
Four Corners Unit 4
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 2.13% 0.16% 2.29% 2.29% 0.11% 2.40%
312.00 Boiler Plant Equipment 1.50% 0.16% 1.66% 1.36% 0.12% 1.48%
314.00 Turbogenerator Units 2.44% 0.12% 2.56% 2.02% 0.06% 2.08%
315.00 Accessory Electric Equipment 3.87% 0.17% 4.04% 3.87% 0.12% 3.99%
316.00 Miscellaneous Power Plant Equipment 2.34% 0.15% 2.49% 2.14% 0.08% 2.22%
Total Four Corners Unit 4 1.78% 0.15% 1.93% 1.61% 0.11% 1.72%
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TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B C D=B+C E F G=E+F
Four Corners Unit 5
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 2.26% 0.19% 2.45% 2.55% 0.12% 2.67%
312.00 Boiler Plant Equipment 1.70% 0.13% 1.83% 1.66% 0.07% 1.73%
314.00 Turbogenerator Units 2.17% 0.16% 2.33% 1.96% 0.09% 2.05%
315.00 Accessory Electric Equipment 3.07% 0.22% 3.29% 4.15% 0.19% 4.34%
316.00 Miscellaneous Power Plant Equipment 2.45% 0.20% 2.65% 2.37% 0.10% 2.47%
Total Four Corners Unit 5 1.86% 0.14% 2.00% 1.86% 0.08% 1.94%
Navajo
310.00 Rights-of-Way 0.29% 0.02% 0.31% 0.69% 0.04% 0.73%
311.00 Structures and Improvements 1.43% 0.10% 1.53% 2.51% 0.13% 2.64%
312.00 Boiler Plant Equipment 1.66% 0.10% 1.76% 3.10% 0.14% 3.24%
314.00 Turbogenerator Units 1.51% 0.10% 1.61% 3.11% 0.14% 3.25%
315.00 Accessory Electric Equipment 1.87% 0.13% 2.00% 3.84% 0.18% 4.02%
316.00 Miscellaneous Power Plant Equipment 1.58% 0.11% 1.69% 2.80% 0.13% 2.93%
Total Navajo 1.63% 0.10% 1.73% 3.09% 0.14% 3.23%
Navajo Unit 1
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 0.69% 0.05% 0.74% 4.09% 0.20% 4.29%
312.00 Boiler Plant Equipment 1.75% 0.12% 1.87% 5.97% 0.29%  6.26%
314.00 Turbogenerator Units 1.58% 0.09% 1.67% 6.00% 0.27% 6.27%
315.00 Accessory Electric Equipment 1.51% 0.09% 1.60% 8.45% 0.39% 8.84%
316.00 Miscellaneous Power Plant Equipment 0.67% 0.05% 0.72% 3.97% 0.19% 4.16%
Total Navajo Unit 1 1.61% 0.11% 1.72% 6.02% 0.29% 6.31%
Navajo Unit 2
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 0.99% 0.07% 1.06% 1.35% 0.06% 1.41%
312.00 Boiler Plant Equipment 1.52% 0.09% 1.61% 1.64% 0.06% 1.70%
314.00 Turbogenerator Units 1.60% 0.12% 1.72% 1.75% 0.09% 1.84%
315.00 Accessory Electric Equipment 1.62% 0.11% 1.73% 1.99% 0.10% 2.09%
316.00 Miscellaneous Power Plant Equipment 0.88% 0.06% 0.94% 0.89% 0.04% 0.93%
Total Navajo Unit 2 1.51% 0.10% 1.61% 1.66% 0.07% 1.73%
Navajo Unit 3
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 0.99% 0.07% 1.06% 1.05% 0.05% 1.10%
312.00 Boiler Plant Equipment 1.58% 0.08% 1.66% 1.77% 0.06% 1.83%
314.00 Turbogenerator Units 1.22% 0.07% 1.29% 1.35% 0.05% 1.40%
315.00 Accessory Electric Equipment 1.33% 0.11% 1.44% 1.51% 0.08% 1.59%
316.00 Miscellaneous Power Plant Equipment 0.73% 0.08% 0.81% 0.89% 0.06% 0.95%
Total Navajo Unit 3 1.44% 0.08% 1.52% 1.61% 0.06% 1.67%
Navajo Common
310.00 Rights-of-Way 0.29% 0.02% 0.31% 0.69% 0.04% 0.73%
311.00 Structures and Improvements 1.91% 0.14% 2.05% 2.76% 0.14% 2.90%
312.00 Boiler Plant Equipment 2.19% 0.17% 2.36% 2.82% 0.16% 2.98%
314.00 Turbogenerator Units 3.86% 0.28% 4.14% 4.86% 0.24% 5.10%
315.00 Accessory Electric Equipment 3.49% 0.24% 3.73% 4.34% 0.19% 4.53%
316.00 Miscellaneous Power Plant Equipment 2.00% 0.13% 2.13% 3.30% 0.15% 3.45%
Total Navajo Common 2.23% 0.16% 2.39% 3.08% 0.15% 3.23%

Settlement- A-Accrual Rates
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TUCSON ELECTRIC POWER COMPANY

Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B8 C D=B+C E F G=E+F
San Juan
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 1.72% 0.15% 1.87% 7.57% 0.5%% 8.16%
312.00 Boiler Plant Equipment 2.45% 0.74% 3.19% 7.63% 0.74% 8.37%
314.00 Turbogenerator Units 2.06% 0.18% 2.24% 7.57% 0.60% 8.17%
315.00 Accessory Electric Equipment 2.09% 0.19% 2.28% 7.62% 0.60% 8.22%
316.00 Miscellaneous Power Plant Equipment 1.58% 0.12% 1.70% 7.60% 0.58% 8.18%
Total San Juan 2.30% 0.56% 2.86% 7.61% 0.70% 8.31%
San Juan Unit 1
310.00 Rights-of-Way 0.00% 0.00% 0.00% ° _:000% - 000% 0.00%
311.00 Structures and Improvements 1.72% 0.15% 1.87% 8.83% 0.70% 9.53%
312.00 Boiler Plant Equipment 2.38% 0.25% 2.63% 8.96% 072%  9.68%
314.00 Turbogenerator Units 2.06% 0.18% 2.24% 8.85% 0.70%  9.55%
315.00 Accessory Electric Equipment 2.09% 0.19% 2.28% 896% = 071% 967%
316.00 Misceilaneous Power Plant Equipment 1.59% 0.12% 1.71% 891% 069% 9.60%
Total San Juan Unit 1 2.25% 0.23% 2.48% 893% 071% 964%
San Juan Common o o
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00%  000% 0.00%
311.00 Structures and Improvements 1.66% 0.16% 1.82% 9.93% 002%  9.95%
312.00 Boiler Plant Equipment 3.76% 9.71% 13.47% 918% 367% 12.85%
314.00 Turbogenerator Units 2.30% 0.20% 2.50% 000% 0.00% 0.00%
315.00 Accessory Electric Equipment 2.10% 0.20%  2.30% 000% . 000% 0.00%
316.00 Miscellaneous Power Plant Equipment 1.36% 0.12% 1.48% 9:93% 000 9.93%
Total San Juan Common 3.70% 9.46% 13.16% 9.20% 3571% 12.77%
Springerville
310.00 Rights-of-Way 3.04% 0.00% 3.04% 2.65% 0.00% 2.65%
311.00 Structures and Improvements 3.72% 0.05% 3.77% 2.74% 0.46% 3.20%
312.00 Boiler Plant Equipment 3.16% 0.07% 3.23% 2.05% 0.21% 2.26%
314.00 Turbogenerator Units 2.97% 0.08% 3.05% 2.14% 0.09% 2.23%
315.00 Accessory Electric Equipment 3.30% 0.08% 3.38% 1.84% 0.12% 1.96%
316.00 Miscellaneous Power Plant Equipment 3.99% 0.06% 4.05% 2.19% 0.16% 2.35%
Total Springerville 3.22% 0.07% 3.29% 2.15% 021%  2.36%
Springerville Unit 1
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 7.97% 0.01% 7.98% 2.02% 0.05% 2.07%
312.00 Boiler Plant Equipment 6.15% 0.03% 6.18% 1.94% 0.04% 1.98%
314.00 Turbogenerator Units 5.77% -0.05% 5.72% 1.93% 0.04% 1.97%
315.00 Accessory Electric Equipment 6.08% 0.01% 6.09% 1.68% 0.05% 1.73%
316.00 Miscellaneous Power Plant Equipment 8.69% 0.00% 8.69% 2.11% 0.04% 2.15%
Total Springerville Unit 1 6.24% 0.01% 6.25% 1.93% 0.04% 1.97%
Springerville Unit 1 Common
310.00 Rights-of-Way 0.00% 0.00% 0.00% 1.92% 0.00% 1.92%
311.00 Structures and Improvements 3.00% 0.01% 3.01% 1.93% 0.12% 2.05%
312.00 Boiler Plant Equipment 4.24% 0.00% 4.24% 1.88% 0.14% 2.02%
314.00 Turbogenerator Units 1.83% 0.00% 1.83% 1.81% 0.14% 1.95%
315.00 Accessory Electric Equipment 4.35% 0.00% 4.35% 1.68% 0.16% 1.84%
316.00 Miscellaneous Power Plant Equipment 3.72% 0.00% 3.72% 1.70% 0.15% 1.85%
Total Springerville Unit 1 Common 3.34% 0.01% 3.35% 1.88% 0.13% 2.01%

Settlement- A-Accrual Rates
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TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B C D=B+C E F G=E+F
Springerville Unit 2
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 1.86% 0.15% 2.01% 2.12% 0.09% 2.21%
312.00 Boiler Plant Equipment 1.88% 0.14% 2.02% 2.08% 0.10% 2.18%
314.00 Turbogenerator Units 1.84% 0.14% 1.98% 2.22% 0.10% 2.32%
315.00 Accessory Electric Equipment 1.69% 0.13% 1.82% 1.83% 0.07% 1.90%
316.00 Miscellaneous Power Plant Equipment 1.71% 0.11% 1.82% 2.10% 0.07% 2.17%
Total Springerville Unit 2 1.85% 0.14% 1.99% 2.10% 0.09% 2.19%
Springerville Unit 2 Common {Leasehold Imp.}
310.00 Rights-of-Way 2.80% 0.00% 2.80% 3.60% 0.00% 3.60%
311.00 Structures and Improvements 4.34% 0.01% 4.35% 5.18% 1.67% 6.85%
312.00 Boiler Plant Equipment 5.50% 0.00% 5.50% 6.29% 1.81% 8.10%
314.00 Turbogenerator Units 4.06% 0.00% 4.06% 4.47% 1.53% 6.00%
315.00 Accessory Electric Equipment 3.06% 0.00% 3.06% 3.75% 1.29% 5.04%
316.00 Miscellaneous Power Plant Equipment 4.37% 0.00% 4.37% 4.98% 1.68% 6.66%
Total Springerville Unit 2 Common 4.34% 0.01% 4.35% 5.15% 1.59%  6.74%
Springerville Coal Handling
310.00 Rights-of-Way 5.44% 0.00% 5.44% 1.84% 0.00% 1.84%
311.00 Structures and Improvements 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
312.00 Boiler Plant Equipment 1.65% 0.00% 1.65% 1.96% 0.59% 2.55%
314.00 Turbogenerator Units 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
315.00 Accessory Electric Equipment 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
316.00 Miscellaneous Power Plant Equipment 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Total Springerville Coal Handling 1.70% 0.00% 1.70% 1.96% 0.58% 2.54%
Sundt
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 3.91% 2.04% 5.95% 2.87% 0.95% 3.82%
312.00 Boiler Plant Equipment 3.73% 1.76% 5.49% 2.64% 0.77% 3.41%
314.00 Turbogenerator Units 6.15% 3.63% 9.78% 3.46% 1.37%  4.83%
315.00 Accessory Electric Equipment 5.67% 3.17% 8.84% 3.60% 1.35% 4.95%
316.00 Miscellaneous Power Plant Equipment 6.31% 3.45% 9.76% 3.86% 1.49% 5.35%
Total Sundt 4.58% 2.42% 7.00% 3.00% 1.01%  4.01%
Sundt Unit 1
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and improvements 9.95% 537% 15.32% 4.68% 2.06% 6.74%
312.00 Boiler Plant Equipment 10.40% 5.02% 15.42% 4.17% 1.71% 5.88%
314.00 Turbogenerator Units 11.68% 6.16% 17.84% 4.67% 2.00% 6.67%
315.00 Accessory Electric Equipment 13.14% 713% 20.27% 5.98% 2.63% 8.61%
316.00 Miscellaneous Power Plant Equipment 12.19% 6.50% 18.69% 5.61% 2.52% 8.13%
Total Sundt Unit 1 11.26% 581% 17.07% 4.73% 2.02% 6.75%
Sundt Unit 2 »
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 8.40% 5.33% 13.73% 4.80% 2.24% 7.04%
312.00 Boiler Plant Equipment 8.25% 537% 13.62% 3.77% 1.86% 5.63%
314.00 Turbogenerator Units 8.22% 5.19% 13.41% 3.58% 1.71% 5.29%
315.00 Accessory Electric Equipment 10.07% 6.35% 16.42% 5.49% 2.69% 8.18%
316.00 Miscellaneous Power Plant Equipment 9.57% 595% 15.52% 5.21% 2.51% 7.72%
Total Sundt Unit 2 8.62% 551% 14.13% 4.16% 2.02% 6.18%
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TUCSON ELECTRIC POWER COMPANY Statement A
Component Accrual Rates

Current: VG Procedure / RL Technique

Proposed: VG Procedure / RL Technique

Current (at 12/31/2014) Proposed (at 12/31/2014)
Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B C D=B+C E F G=E+F
Sundt Unit 3
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 6.64% 490% 11.54% 3.92% 2.01% 5.93%
312.00 Boiler Plant Equipment 6.17% 467% 10.84% 3.64% 1.93% 5.57%
314.00 Turbogenerator Units 6.82% 5.09% 11.91% 3.83% 1.99% 5.82%
315.00 Accessory Electric Equipment 7.15% 5.16% 12.31% 3.75% 1.90% 5.65%
316.00 Miscellaneous Power Plant Equipment 7.90% 5.55% 13.45% 4.47% 2.25% 6.72%
Total Sundt Unit 3 6.66% 495% 11.61% 3.77% 1.96% 5.73%
Sundt Unit 4
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00 Structures and Improvements 1.47% 0.36% 1.83% 2.01% 0.35% 2.36%
312.00 Boiler Plant Equipment 1.47% 0.35% 1.82% 1.97% 0.33% 2.30%
314.00 Turbogenerator Units 1.73% 0.43% 2.16% 2.47% 0.40% 2.87%
315.00 Accessory Electric Equipment 1.53% 0.36% 1.89% 2.22% 0.38% 2.60%
316.00 Miscellaneous Power Plant Equipment 1.78% 0.31% 2.09% 2.32% 0.34% 2.66%
Total Sundt Unit 4 1.52% 0.36% 1.88% 2.08% 0.35% 2.43%
Sundt Solar Booster (Areva)
310.00 Rights-of-Way 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
311.00  Structures and Improvements 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
312.00 Boiler Plant Equipment 3.34% 0.00% 3.34% 3 11% 0.01% 3.12%
314.00 Turbogenerator Units 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
315.00 Accessory Electric Equipment 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
316.00 Miscellaneous Power Plant Equipment 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Total Sundt Solar Booster (Areva) 3.34% 0.00% 3.34% 3.11% 0.01% 3.12%
OTHER PRODUCTION (by Unit)
DeMoss Petrie Gas Unit 1
341.00 Structures and Improvements 2.46% 0.19% 2.65% 2.61% 0.10% 2.71%
342.00 Fuel Holders, Products and Accessories 2.30% 0.21% 2.51% 2.18% 0.11% 2.29%
343.00 Prime Movers 2.90% 0.27% 3.17% 2.84% 0.00% 2.84%
344.00 Generators and Devices 2.30% 0.21% 2.51% 2.19% 0.11% 2.30%
345.00 Accessory Electric Equipment 2.30% 0.21% 2.51% 2.24% 0.03% 2.27%
346.00 Miscellaneous Power Plant Equipment 2.38% 0.22% 2.60% 2.32% 0.11% 2.43%
Total DeMoss Petrie Gas Unit 1 2.31% 0.21% 2.52% 2.20% 0.11% 2.31%
Gila River
341.00 Structures and Improvements 2.26% 0.00% 2.26% 2.39% 0.11% 2.50%
342.00 Fuel Holders, Products and Accessories 2.26% 0.00% 2.26% 2.37% 0.11% 2.48%
343.00 Prime Movers 2.26% 0.00% 2.26% 2.41% 0.11% 2.52%
344.00 Generators and Devices 2.26% 0.00% 2.26% 2.34% 0.11% 2.45%
345.00 Accessory Electric Equipment 2.26% 0.00% 2.26% 2.36% 0.11% 2.47%
346.00 Miscellaneous Power Plant Equipment 2.26% 0.00% 2.26% 2.38% 0.11% 2.49%
Total Gila River 2.26% 0.00% 2.26% 2.39% 0.11% 2.50%
Gila River Unit 3
341.00 Structures and Improvements 2.26% 0.00% 2.26% 2.36% 0.10% 2.46%
342.00 Fuel Holders, Products and Accessories 2.26% 0.00% 2.26% 2.42% 0.11% 2.53%
343.00 Prime Movers 2.26% 0.00% 2.26% 2.40% 0.11% 2.51%
344.00 Generators and Devices 2.26% 0.00% 2.26% 2.34% 0.11% 2.45%
345.00 Accessory Electric Equipment 2.26% 0.00% 2.26% 2.36% 0.10% 2.46%
346.00 Miscellaneous Power Plant Equipment 2.26% 0.00% 2.26% 2.38% 0.11% 2.49%
Total Gila River Unit 3 2.26% 0.00% 2.26% 2.39% 0.11% 2.50%
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TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A B o} D=B+C E F G=E+F
Gila River Common
341.00 Structures and Improvements 2.26% 0.00% 2.26% 2.39% 0.11% 2.50%
342.00 Fuel Holders, Products and Accessories 2.26% 0.00% 2.26% 2.37% 0.11% 2.48%
343.00 Prime Movers 2.26% 0.00% 2.26% 2.58% 0.11% 2.69%
344.00 Generators and Devices 2.26% 0.00% 2.26% 0.00% 0.00% 0.00%
345.00 Accessory Electric Equipment 2.26% 0.00% 2.26% 2.38% 0.11% 2.49%
346.00 Miscellaneous Power Plant Equipment 2.26% 0.00% 2.26% 2.38% 0.11% 2.49%
Total Gila River Common 2.26% 0.00% 2.26% 2.43% 0.11% 2.54%
Luna
341.00 Structures and Improvements 2.63% 0.51% 3.14% 2.77% 0.26% 3.03%
342.00 Fuel Holders, Products and Accessories 2.62% 0.52% 3.14% 2.77% 0.26% 3.03%
343.00 Prime Movers 2.65% 0.51% 3.16% 2.83% 0.26% 3.09%
344.00 Generators and Devices 2.63% 0.50% 3.13% 2.79% 0.25% 3.04%
345.00 Accessory Electric Equipment 2.57% 0.00% 2.57% 2.86% 0.28% 3.14%
346.00 Miscellaneous Power Plant Equipment 2.62% 0.52% 3.14% 277% 0.26% 3.03%
Total Luna 2.63% 0.51% 3.14% 2.79% 0.25% 3.04%
North Loop Gas
341.00 Structures and Improvements 3.17% 0.35% 3.52% 1.01% 0.08% 1.09%
342.00 Fuel Holders, Products and Accessories 2.22% 0.13% 2.35% 2.21% 0.07% 2.28%
343.00 Prime Movers 10.88% 1.39% 12.27% 5.69% 0.53% 6.22%
344.00 Generators and Devices 2.21% 0.18% 2.39% 1.39% 0.03% 1.42%
345.00 Accessory Electric Equipment 2.96% 0.30% 3.26% 1.72% 0.12% 1.84%
346.00 Miscellaneous Power Plant Equipment 2.69% 0.29% 2.98% 0.68% 0.04% 0.72%
Total North Loop Gas 2.85% 0.27% 3.12% 1.66% 0.08% 1.74%
North Loop Gas Unit 1
341.00 Structures and Improvements 4.39% 0.49% 4.88% 1.29% 0.15% 1.44%
342.00 Fuel Holders, Products and Accessories 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
343.00 Prime Movers 9.60% 1.06% 10.66% 3.68% 0.40% 4.08%
344.00 Generators and Devices 2.65% 0.29% 2.94% 0.04% 0.00% 0.04%
345.00 Accessory Electric Equipment 4.10% 0.45% 4.55% 1.37% 0.13% 1.50%
346.00 Miscellaneous Power Plant Equipment 4.26% 0.48% 4.74% 1.04% 0.11% 1.15%
Total North Loop Gas Unit 1 3.88% 0.43% 4.31% 0.79% 0.08% 0.87%
North Loop Gas Unit 2
341.00 Structures and Improvements 1.98% 0.31% 2.29% 0.60% 0.09% 0.69%
342.00 Fuel Holders, Products and Accessories 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
343.00 Prime Movers 5.30% 0.82% 6.12% 13.43% 0.54% 13.97%
344.00 Generators and Devices 1.85% 0.26% 2.1% 0.47% 0.04% 0.51%
345.00 Accessory Electric Equipment 2.68% 0.39% 3.07% 1.55% 0.20% 1.75%
346.00 Miscellaneous Power Plant Equipment 0.89% 0.13% 1.02% -0.12% -0.02% -0.14%
Total North Loop Gas Unit 2 2.13% 0.31% 2.44% 1.37% 0.09% 1.46%
North Loop Gas Unit 3
341.00 Structures and Improvements 2.17% 0.29% 2.46% 0.27% 0.04% 0.31%
342.00 Fuel Holders, Products and Accessories 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
343.00 Prime Movers 13.34% 1.78% 15.12% 4.98% 0.62% 5.60%
344.00 Generators and Devices 1.99% 0.22% 2.21% 0.09% -0.03% 0.06%
345.00 Accessory Electric Equipment 2.85% 0.37% 3.22% 1.26% 0.15% 1.41%
346.00 Miscellaneous Power Plant Equipment 1.09% 0.15% 1.24% -0.48% -0.07%  -0.55%
Total North Loop Gas Unit 3 4.30% 0.54% 4.84% 1.17% 0.12% 1.29%

Settlement- A-Accrual Rates

Page 7



TUCSON ELECTRIC POWER COMPANY
Component Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement A

Current (at 12/31/2014)

Proposed (at 12/31/2014)

Account Description Investment Net Salvage  Total Investment Net Salvage  Total
A 8 C D=B+C E F G=E+F
North Loop Gas Unit 4
341.00 Structures and Improvements 2.2%9% -0.10% 2.19% 2.30% -0.15% 2.15%
342.00 Fuel Holders, Products and Accessories 2.22% 0.13% 2.35% 2.21% 0.07% 2.28%
343.00 Prime Movers 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
344.00 Generators and Devices 2.22% 0.13% 2.35% 2.21% 0.06% 2.27%
345.00 Accessory Electric Equipment 2.27% 0.11% 2.38% 2.30% 0.05% 2.35%
346.00 Miscellaneous Power Plant Equipment 2.22% 0.06% 2.28% 2.21% 0.03% 2.24%
Total North Loop Gas Unit 4 2.22% 0.13% 2.35% 2.22% 0.05% 2.27%
Solar Units (Generators and Devices)
344.00 DeMoss Petrie 5.13% 0.00% 5.13% 3.05% 0.15% 3.20%
344.00 Fort Huachuca 5.13% 0.00% 5.13% 3.56% 0.18% 3.74%
344.00 HQ Rooftop 5.13% 0.00% 5.13% 3.50% 0.18% 3.68%
344.00 OH Rooftop 5.13% 0.00% 5.13% 3.47% 0.17% 3.64%
344.00 OH Test Yard 5.13% 0.00% 5.13% 3.10% 0.15% 3.25%
344.00 Prairie Fire 5.13% 0.00% 5.13% 3.50% 0.18% 3.68%
344.00 Springerville Sites 1-3 (Legacy) 5.13% 0.00% 5.13% 3.05% 0.15% 3.20%
344.00 Springerville Site 4 5.13% 0.00% 5.13% 3.43% 0.18% 3.61%
343.00 Tucson 5.13% 0.00% 5.13% 2.60% 0.13% 2.73%
344.00 U of A Tech Park Site 1 5.13% 0.00% 5.13% 3.43% 0.18% 3.61%
345.00 U of A Tech Park Site 2 5.13% 0.00% 5.13% 3.47% 0.17% 3.64%
346.00 White Mountain 5.13% 0.00% 5.13% 3.56% 0.18% 3.74%
Total Solar Units 5.13% 0.00% 5.13% 3.44% 0.17% 3.61%
Sundt Gas
341.00 Structures and Improvements 0.26% 0.01% 0.27% -0.16% -0.02% -0.18%
342.00 Fuel Holders, Products and Accessories 8.51% 0.15% 8.66% 3.62% 0.06% 3.68%
343.00 Prime Movers 3.64% 0.06% 3.70% 1.77% 0.03% 1.80%
344.00 Generators and Devices 0.16% 0.00% 0.16% -0.41% -0.01% -0.42%
345.00 Accessory Electric Equipment 1.37% 0.03% 1.40% 0.13% 0.01% 0.14%
346.00 Miscellaneous Power Plant Equipment 0.00% 0.00% 0.00% -1.29% -0.02% -1.31%
Total Sundt Gas 0.96% 0.01% 0.97% -0.02% 0.00% -0.02%
Sundt Gas Unit 1
341.00 Structures and Improvements 0.10% 0.00% 0.10% -0.11% -0.01% -0.12%
342.00 Fuel Holders, Products and Accessories 8.42% 0.14% 8.56% 3.65% 0.06% 3.71%
343.00 Prime Movers 3.51% 0.06% 3.57% 1.81% 0.03% 1.84%
344.00 Generators and Devices 0.00% 0.00% 0.00% -0.43% -0.01% -0.44%
345.00 Accessory Electric Equipment 1.06% 0.02% 1.08% 0.09% 0.01% 0.10%
346.00 Miscellaneous Power Plant Equipment 0.00% 0.00% 0.00% -1.25% -0.02% -1.27%
Total Sundt Gas Unit 1 0.77% 0.01% 0.78% -0.05% 0.00% -0.05%
Sundt Gas Unit 2
341.00 Structures and Improvements 0.41% 0.01% 0.42% -0.21% -0.02% -0.23%
342.00 Fuel Holders, Products and Accessories 8.59% 0.16% 8.75% 3.59% 0.06% 3.65%
343.00 Prime Movers 3.77% 0.06% 3.83% 1.73% 0.03% 1.76%
344.00 Generators and Devices 0.32% 0.00% 0.32% -0.38% -0.01% -0.39%
345.00 Accessory Electric Equipment 1.65% 0.03% 1.68% 0.17% 0.01% 0.18%
346.00 Miscellaneous Power Plant Equipment 0.00% 0.00% 0.00% -1.32% -0.02%  -1.34%
Total Sundt Gas Unit 2 1.15% 0.02% 1.17% 0.01% 0.00% 0.01%
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TUCSON ELECTRIC POWER COMPANY Not Amended for Settliement Provisions Statement G
Dismantlement Costs
Steam and Other Production
Capacity Ownership Final Distributed Inflation Spend Trended Accrual
Unit (MW) Share Shared Cost Retirement Cost Rate  Year Cost Rate
A B [3 D E F G H | J=IE
STEAM PRODUCTION (by Unit)
Four Corners (2009 Cost)
4 785 7.00% 50,280,447 2,225,763 2.00% 2017 2,315,684 4.6%
5 785 7.00% 45,429,420 2,225,763 2.00% 2017 2,315,684 5.1%
C 5.07%
1570 $ 4,451,526 95,709,867 4,451,526 4,631,368 4.8%
Allocated to Common:
Allocated to Units:  $ 4,451,526
Navajo (2011 Cost)
1 750 7.50% 40,824,985 1,727,894 2.00% 2017 1,945,889 4.8%
2 750 7.50% 37,719,785 1,727,894 2.00% 2017 1,945,889 5.2%
3 750 7.50% 41,526,595 1,727,894 2.00% 2017 1,945,889 4.7%
C 22,091,308 953,719 2.00% 2017 1,074,042 4.9%
2250 $ 6,137,400 142,162,673 6,137,400 6,911,709 4.9%
Allocated to Common: 953,719
Allocated to Units:  $ 5,183,681
San Juan (2011 Cost)
1 340 50.00% 210,165,951 15,670,000 2.00% 2017 16,961,712 8.1%
C 50.00% 8,017,593 3,065,000 2.00% 2017 3,317,655 41.4%
340 $ 18,735,000 218,183,545 18,735,000 20,279,367 9.3%
Allocated to Common: 3,065,000
Allocated to Units:  $ 15,670,000
Springerville (2011 Cost)
1 387 49.50% $ 7,211,620 257,490,499 7,211,620 2.00% 2017 8,121,456 3.2%
1C 49.50% 6,810,975 74,831,289 6,810,975 2.00% 2017 7,670,264 10.3%
2 390  100.00% 14,568,930 457,393,593 14,568,930 2.00% 2017 16,406,981 3.6%
2C 100.00% 13,759,545 44,242,199 13,759,545 2.00% 2017 15,495,482 35.0%
CH 49.28% 38,291,033 127,416 457 38,291,033 2.00% 2017 43,121,922 33.8%
777 $ 80,642,103 961,374,037 80,642,103 90,816,106 9.4%
Allocated to Common:
Allocated to Units:  $ 80,642,103
Sundt (2011 Cost)
1 81 100.00% $ 5,501,274 33,781,591 14,614,734 2.00% 2017 16,458,565 48.7%
2 81 100.00% 5,501,274 30,949,798 14,614,734 2.00% 2017 16,458,565 53.2%
3 104  100.00% 6,283,406 34,498,098 17,984,639 2.00% 2017 20,253,625 58.7%
4 120  100.00% 7,992,322 126,904,078 21,493,745 2.00% 2017 24,205,448 19.1%
C 43,429,577
386 $ 68,707,853 226,133,565 68,707,853 77,376,202 34.2%

Allocated to Common:

Allocated to Units:  $ 68,707,853
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TUCSON ELECTRIC POWER COMPANY Not Amended for Settlement Provisions Statement G
Dismantiement Costs
Steam and Other Production

Capacity Ownership Final Distributed Inflation Spend Trended Accrual
Unit (MW) Share Shared Cost Retirement Cost Rate  Year Cost Rate
A B [§ D E . F G H 1 J=I/E

OTHER PRODUCTION (by Unit)

DeMoss Petrie (2011 Cost)
1 75 100.00% $ 1515000 $ 30,906,993 $ 1,515,000 2.00% 2017 $ 1,706,136 5.5%
[of

75 $ 1515000 $ 30,906,993 $ 1,515,000 $ 1,706,136 5.5%
| Allocated to Common:
| Allocated to Units:  $ 1,515,000

Gila River (2011 Costs)

3 550 75.00% $ 203,626,081 $ 8,879,744 2.00% 2017 $ 10,000,034 4.9%
C 75.00% 1,614,499 27,608,233 1,210,874 2.00% 2017 1,363,641 4.9%
550 $ 10,090618 $ 231,234,314 § 10,090,618 $ 11,363,674 4.9%

Allocated to Common: 1,210,874

Allocated to Units: $ 8,879,744

Luna (2011 Costs)
1 555 33.33% $ 47,829,964 $ 4,484,719 2.00% 2017 $ 5,050,522 10.6%
C

555 $ 4484719 $ 47,829,964 $ 4,484,719 $ 5,050,522 10.6%
Allocated to Common:
Allocated to Units: $§ 4,484,719

North Loop (2011 Costs)

1 25  100.00% $ 5583,134 § 563,684 2.00% 2017 $ 634,800 11.4%
2 25  100.00% 4,191,075 563,684 2.00% 2017 634,800 15.1%
3 25  100.00% 4,651,772 563,684  2.00% 2017 634,800 13.6%
4 20  100.00% 14,459,721 450,947  2.00% 2017 507,840 3.5%
C

95 $ 2142000 $ 28,885702 § 2,142,000 $ 2,412,240 8.4%

Allocated to Common:
Allocated to Units:  $ 2,142,000

Solar Units
1 $ - % - $ - $ -
C

Allocated to Common:
Allocated to Units:  $ -

Sundt Gas (2011 Costs)

1 25 100.00% $ 81,185 § 5,148,788 § 81,185 2.00% 2017 § 91,427 1.8% |

2 25  100.00% 81,185 4,962,474 81,185 2.00% 2017 91,427 1.8% i

c |
50 $ 162,370 $ 10,111,262 § 162,370 $ 182,855 1.8%

Allocated to Common:
Allocated to Units:  $ 162,370
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