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Tucson Ele ctric P owe r Compa ny ("TEP " or "Compa ny") re que s ts  tha t the  Commiss ion

approve  the  revenue  requirement Se ttlement Agreement in this  case . The  Se ttlement Agreement

is  fa ir a nd re a sona ble , is  supporte d by a  broa d coa lition of pa rtie s  with dive rse  inte re s ts , wa s

ne gotia te d in a n ope n a nd tra nspa re nt proce s s , a nd is  in the  public inte re s t. The  Se ttlement

Agre e me nt's  re ve nue  re quire me nt is  only 65% of TEP 's  origina l re que s t, re pre s e nting $44

million of concess ions  by TEP . The  proposed re turn on equity ("ROE") of 9.75% is  re a sonable ,

supported by the  record and consis tent with the  average  ROEs recently awarded in ra te  cases  in

other j urisdictions .

The  key ra te  design issue  in this  case  is  the  mismatch be tween fixed costs  and volumetric

ra te s . Mos t of TEP 's  cos ts  a re  fixe d-the s e  a re  the  cos ts  of owning a nd ope ra ting ge ne ra ting

plants , transmiss ion lines , dis tribution pole s  and wire s , transformers , and the  like . However, the

vas t ma jority of the se  fixed cos ts  a re  recove red in volume tric pe r kilowa tt hour ("kwh") cha rges .

Bille d kph continue s  to de cline  due  to cons e rva tion, e ne rgy e fficie ncy ("EE") progra ms  a nd

dis tribute d ge ne ra tion ("DG") re quire me nts . As  b ille d  kp h  d e c lin e s ,  TE P  is  le ft  with

unrecovered fixed costs .

Importa ntly, fa lling kph s a le s  do not me a n cus tome rs  a re  re lying le s s  on the  s ys te m.

Ove ra ll s ys te m de ma nd (kW) a nd bille d kph a re  ve ry diffe re nt things . TEP 's  s ys te m mus t be

capable  of meeting its  customers ' peak demand and TEP's peak demand has increased even as

bille d kph ha ve  fa lle n. For e xa mple , s ola r DG cus tome rs  whos e  monthly bills  s how no bille d

kph a ctua lly re ly on the  sys te m cons ta ntly. DG cus tome rs  ne e d TEP  to provide  powe r a s  sola r

photovolta ic ("PV") production wanes  during the  la te  a fte rnoon demand peak, for power a t night

a nd whe n sola r P V production is  low. DG cus tome rs  a lso re ly on TEP 's  sys te m to de live r the

power they "se ll" to the  sys tem, and for voltage  support, frequency regula tion and othe r ancilla ry

se rvice s . The re fore , cus tome rs  with low or ze ro bille d kph s till re ly on TEP 's  sys te m, ye t the y

are  paying little  or nothing towards  the  fixed costs  of tha t sys tem.

27
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2 volume tric ra te s .
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TEP  ha s  s e ve ra l proposa ls  to pa rtia lly a ddre s s  the  misma tch be twe e n fixe d cos ts  a nd

Critica lly, TEP  ha s  propos e d  upda ting  the  Los t Fixe d  Cos t Re cove ry

("LFCR") me cha nis m. This  me cha nis m is  s uppos e d to he lp the  Compa ny re cove r the  los t

revenues intended to cover fixed costs , when those  revenues a re  lost due  to Commission Energy

Efficiency ("EE") and DG programs . Howeve r, because  the  current LFCR only recove rs  41% of

the se  los t fixed cos t revenues , the  LFCR does  not adequa te ly fix the  problem of revenues  los t

due  to DG a nd EE progra ms . As  sugge s te d in the  Commiss ion's  de coupling Policy S ta te me nt,

the  Commis s ion s hould hold TEP  ha ndle s s  from the  fina ncia l impa ct of the s e  Commis s ion

ma nda te s . Howe ve r, the  curre nt LFCR is  una ble  to re cove r e ve n ha lf of the  los t fixe d-cos t

1 0 revenues because generation costs are  excluded and half of demand charges are  excluded. These

11

1 2

1 3

14
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17

1 8

1 9

20
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exclus ions  a re  unsound, modifying the  LFCR to fully recover the  los t fixed-cos t revenues  due  to

Commission-mandated DG and EE programs is  reasonable  and should be approved.

In a ddition, TEP  propose s  mode ra te  incre a se s  to the  monthly ba s ic s e rvice  cha rge  for

residentia l customers . The  basic se rvice  charge  would increase  to $15 for customers  on s tandard

two pa rt ra te s , a nd $12 for cus tome rs  on the  time -of-use  ("TOU") a nd thre e -pa rt ra te  options .

TEP incurs  approximate ly $87 per month in fixed costs  to serve  the  average  residentia l customer,

so a  $15 fixed bas ic se rvice  charge  is  a  reasonable  and gradua l s tep. A $15 charge  for s tandard

two pa rt ra te s  only re pre s e nts  17% of the  tota l fixe d cos ts  TEP  incurs  a nd s till le a ve s  $72 a

month, or 83% of fixed cos ts , to be  recovered through volumetric charges . This  proposa l is  cos t-

based and close ly tracks the  ra te  design recently approved by the  Commission for UNS Electric.

Furthe r, TEP  propos e s  re ducing the  curre nt four volume tric ra te  tie rs  for re s ide ntia l

cus tome rs  to two tie rs . Cus tome rs  find volume tric ra te  tie rs  confus ing, a nd the  tie rs  a ggra va te

the  fixed cost recovery problem by shifting too much revenue  on the  highest, most vola tile  usage

tie r. Aga in , TEP 's  propos a l i cons is te nt with the  ra te  de s ign re ce ntly a pprove d by the

Commiss ion for UNS  Ele ctric.

s
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TEP also supports  a  revenue a llocation that reduces the  subsidies paid by commercia l and

indus tria l cus tomers . TEP  supports  a  grea te r reduction in the se  subs idie s  than S ta ff or RUCO,
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but le s s  tha n propos e d by s ome  comme rc ia l a nd indus tria l cus tome rs  who a re  pa rtie s  to  th is

proce e ding. TEP 's  propos a l is  a  re a s ona ble  middle  ground a nd is  in the  public inte re s t.

Ups e t with the  high s ubs idy the y a re  pa ying, s ome  comme rcia l a nd indus tria l cus tome rs

ha ve  propos e d va rious  s che me s  to 'be ne fit the ms e lve s  a t the  e xpe ns e  of othe r cus tome rs , s uch a s

the  "buy-through" progra m, fra nchis e  a gre e me nt, a nd P urcha s e d P owe r a nd Fue l Adjus tme nt

Cla us e  ("P P FAC") "ris k s ha ring" propos a ls . The s e  propos a ls  s hiN cos ts  a wa y from cos t ca us e rs

a nd a re  unduly ris ky. The  "buy-through" a nd fra nchis e  propos a ls  a ls o ra is e  s e rious  le ga l is s ue s .

Ra the r tha n  e mbra c ing  the s e  s pe c ia l de a ls , the  more  re a s ona ble  a pproa ch  is  to  continue  to

improve  re ve nue  a lloca tion ba s e d on the  a c tua l Cla s s  Cos t of S e rvice  S tudy ("CCOS S ") in  a

ma nne r which me a ningfully re duce s  the  s ubs idie s  pa id by comme rcia l a nd indus tria l cus tome rs .

11 11. The Settlement Agreement on revenue requirement is reasonable, _broadly

1 2 supported, and is i_n the public interest..

13

14

The  S e ttle me nt Agre e me nt on  re ve nue  re quire me nt is s ue s  is  the  produc t of a n  ope n,

tra ns pa re n t a nd  inc lus ive  p roc e s s  a nd  is  s upporte d  by d ive rs e  in te re s ts ' The  S e ttle me nt

15 Agre e me n t ba la nc e s  the  in te re s ts  o f a  va rie ty o f s ta ke ho lde rs . In  a d d it io n  to  TE P  a n d
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Commis s ion  S ta ff, the  S e ttle me nt Agre e me nt wa s  s igne d by pa rtie s  re pre s e nting  re s ide ntia l

c u s to m e rs  (R e s id e n tia l Utility Cons ume r Office , "R UC O "), la rge indus tria l cus tome rs

(Arizona ns  for E le c tric  Choice  a nd Compe tition , "AECC" a nd Fre e port Mine ra ls  Corpora tion ,

"Fre e port"),  la rge  c omme rc ia l c us tome rs  (The  Kroge r Compa ny, Wa l-Ma rt S to re s ,  Inc .  a nd

S a m's  We s t),  inve s to rs  (Arizona  Inve s tme n t Counc il,  "AIC"),  a nd  e nvironme nta l a dvoc a c y

groups  (S ie rra  Club a nd We s te rn Re s ource  Advoca te s , "wRA").2 The  s igna torie s  a ll a gre e  tha t

the  te rms  of the  S e ttle me nt Agre e me nt a re  'jus t, re a s ona ble , fa ir a nd in the  public  inte re s t" a nd

tha t the  S e ttle me nt Agre e me nt ba la nce s  the  inte re s ts  of both TEP  a nd its  cus tome rs

The  S e ttle me nt Agre e me nt include s  fa ir a nd re a s ona ble  te rms , including:

25

26

27
1 Ex. TEP -6 (Hutchins  S e ttle me nt) a t 5.
2 Ex. TEP -3 (S e ttle me nt Agre e me nt), pa ge  1, Ex. TEP -6 (Hutchins  S e ttle me nt) a t 5-6.
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a  non-fue l ba se  ra te  increa se  of$8l .5 million* of which $15.2 million was  contingent

upon TEP  comple ting the  purcha se  of the  re ma ining 50.5% inte re s t in Springe rville

Unit l ("S GS  Unit l") not owne d by TEP . (Tha t continge ncy ha s  be e n me t a nd TEP

now owns  a ll of S GS  Unit l);

an origina l cos t ra te  base  of approximate ly $2.05 billion,"

the  a doption of TEP 's  te s t ye a r ca pita l s tructure  of 49.97% long-te rm de bt a nd

50.03% common equity,7 and

a  ROE of 9.75% a nd a n e mbe dde d cos t of long-te rm de bt of 4.32% (re sulting in a

weighted average cost of capita l of 7.04%).8

10

1 1

1 2

The  incre a s e  in non~fue l re ve nue s  a gre e d to in the  S e ttle me nt Agre e me nt re fle cts

a pproxima te ly 65% of the  a mount TEP  re que s te d in its  Applica tion. The  Compa ny ma de

s ignifica nt re ve nue  re quire me nt conce s s ions  tota ling more  tha n $44 million, a s  s hown in the

table  be low:13

1 4

1 5

1 6

1 7
Non-Fuel Base Rate Increase $109.50 $66.30 $43.20

1 8
Treatment m°Non-Fuei O&M Related to 50.5% of SGS Unit 1

PPFAC Recovery
Non-Fuel Base Rates

$16.30
$0.00

$0.00
$ l5 .20

1 9 To ta l $125.80 $81.50

$16.30
$15.20
$44.30

20

2 1 Only two pa rtie s  oppose  the  Se ttlement Agreement. Firs t. S WEEP  wa nts  to ha ve  $23

22 million in e ne rgy e fficie ncy progra m finding be  re cove re d through ba s e  ra te s , ra the r tha n

23

24

25

26

27

1 acquisition docketed September 26, 2016.

9 Ex. TFP-6 (llutehens  Se ttlement) a t 3.
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2

through TEP 's  De ma nd-S ide  Ma na ge me nt ("DS M") s urcha rge . S e cond, the  De pa rtme nt of

De fe ns e  ("DOD") doe s  not s upport the  cos t of ca pita l a nd ca pita l s tructure  a dopte d by the

3 Howe ve r, ne ithe r pos ition is  we ll-founde d or jus tifie s  re je ction or

4

S e ttle m e nt Agre e m e nt.

modifica tion of the  S e ttle me nt Agre e me nt.

5 The Settlement Agreement revenue requirement is reasonable.

6

7

8

TEP 's  curre nt ra te s  re fle ct cos ts  a nd inve s tme nts  from 2011-the  e nd of the  te s t ye a r in

TEP 's  la s t ra te  ca se . S ince  the  e nd of 2011, TEP  ha s  inve s te d a pproxima te ly $1.3 billion in its

utility system.'0 The  ra te  base  adopted in the  Se ttlement Agreement re flects , among other things:

9 • the  a cquis ition of a  75% inte re s t in Gila  Rive r Unit 3, a  highly e ffic ie nt com bine d

10

11

1 2

cycle  na tura l ga s -tire d powe r pla nt,

the  purcha s e  of ce rta in inte re s ts  in S pringe rville  Ge ne ra ting S ta tion Unit 1 ("S GS

U n it  l") ,  a  r e l ia b le ,  lo w c o s t  b a s e - lo a d  r e s o u r c e - b u t  n o t  in c lu d in g  t h e

1 3

1 4

1 5

16

Compa ny's  re ce nt purcha s e  of the  re ma ining 50.5% inte re s t in S GS  Unit 1,

inve s tme nts  in cos t-e ffe ctive  utility-s ca le  sola r ge ne ra tion, a nd

ne ce s s a ry a nd prude nt inve s tm e nts  to  m a inta in a  s a fe  a nd re lia ble  tra ns m is s ion

a nd dis tribution s ys te m  a nd to s upport the  a ddition of a pproxim a te ly 10,000 ne w

customers.1 I17

18

19 1 2

20

21

22

23

The  fina ncia l impa ct of the s e  inve s tme nts  a nd re la te d cos ts  ha ve  be e n e xa ce rba te d by a

ne a rly 3% de cre a se  in re ta il s a le s  s ince  2011. While  kph e ne rgy s a le s  ha ve  de cline d ove r tha t

pe riod, TEP 's  pe a k s ys te m loa d ha s  incre a s e d ne a rly 3% ove r the  la s t two ye a rs , a nd pe a k loa d

for 2016 wa s  4% highe r tha n 201593 Thus , while  kph s a le s  ha ve  de cre a s e d, cus tom e r de m a nd

a nd cos ts  ha ve  incre a s e d. As  a  re s ult,  lowe r s a le s  le ve ls  ha ve  hinde re d TEP 's  a bility to re cove r

its  cos ts  ne ce ssa ry to se rve  cus tome rs , be ca use  a  ma jority of its  fixe d cos ts  a re  re cove re d through

volume tric ra te s .l424

25

26

27

10 Ex. TEP -6 (Hutchins  S e ttle me nt) a t 1.
11 Ex. TEP -6 (Hutchins  S e ttlement) a t 1-12.
12 Ex. TEP-6 (Hutchins Settlement) at 2.
13 Ex. TRP -6 (Hutchins  S e ttle me nt) a t 2; Ex TEp-19 (Gra y Re butta l) a t 9: I9_122).
14 Ex. TEP_6 (Hutchins Settlement) at 2.

A.
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The  S e ttle me nt Agre e me nt a ls o provide s  mome ntum to the  Compa ny's  ge ne ra tion

dive rs ifica tion s tra te gy.'5 S pe cifica lly, the  S e ttle me nt Agre e me nt provide s  for: (1) the  re cove ry

of non-fue l ope ra ting cos ts  re la ted to the  Company's  acquis ition of 50.5% of SGS Unit l, and (2)

a  re duction in the  book va lue  a nd de pre cia tion live s  re la te d to TEP ` e xis ting coa l ge ne ra tion

as se ts ."' The  modifica tion to the  deprecia tion reserves  and ra tes  for San Juan Genera ting S ta tion

("San J uan") Unit 1 means  tha t TEP 's  inves tment in San J uan s hould be  a lmos t fully deprecia ted

by 2022 whe n the  curre nt coa l s upply a gre e me nt a nd pa rtic ipa tion a gre e me nt a t S a n J ua n

e xpire s .]7 This , combine d with a dditiona l S GS  Unit l ge ne ra ting ca pa city, provide s  TEP  much

more  fle xibility with re s pe ct to its  re s ource  portfolio a fte r 2022.18 This  a ls o a llows  TEP  to e xit

San Juan, should the Company elect to do so, without large cos t impacts  on cus tomers . 19

More ove r, the  a cquis ition of the  re ma ining inte re s ts  in S GS  Unit 1 a nd its  tre a tme nt

unde r the  ra te  ca s e  e ns ure s  tha t TEP 's  cus tome rs  will continue  to be ne fit from a  re lia ble , low

cos t ba s e  loa d re s ource  tha t utilize s  TEP 's  e xis ting bulk tra ns mis s ion a s s e ts  a nd s upports  a

s ignifica nt portion of the  Compa ny's  a ncilla ry s e rvice  rcquire rne nts .20 TEP 's  re ta il cus tome rs

will re a lize  the s e  be ne fits  now e ve n though the  inve s tme nt in this  50.5% inte re s t in S GS  Unit l

will not be  placed into ra te  base  until TEP 's  next ra te  case .

The  S e ttle me nt Agre e me nt re ve nue  re quire me nt Mil a ls o he lp ma inta in or improve

TEP 's  current inves tment-grade  credit ra tings  of AS  from Moody's  Inves tor Se rvice s  and BBB+

from S tandard & Poor's .2I Othe r credit-s upportive  a s pects  of the  Se ttlement Agreement include :

(1) a n a uthorize d ROE tha t is  compa ra ble  to the  re ce nt ROEs  a pprove d for othe r ve rtica lly

in te g ra te d  in ve s to r-o wn e d  u tilitie s ,  (2 ) a  c a p ita l s tru c tu re  th a t re fle c ts  th e  s ig n ific a n t

improve me nt in e quity ma de  by TEP  s ince  its  la s t ra te  ca s e  a nd s ince  the  a cquis ition of UNS

23

24

25

26

27

15 Ex. TEP-6 (Hutchins  Se ttlement) a t 5.
16 Ex. TEP-6 (Hutchins Settlement) at 5.
17 Tr. (Hutchins ) a t 370-71.
18 Tr. (Hutchins ) a t 371, s ee  Ex. TEp-25 (Sheehan Rebutta l) a t 8.
19 Tr. (Hutchins ) a t 371-72.
20 See Ex. TEP-25 (Sheehan Rebuttal) a t 6-8.
21 Ex. TEP-6 (Hutchins  Se ttlement) a t 4.
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1

2

Energy by Fortis , and (3) the  recovery of non-fue l opera ting and maintenance  costs  re la ted to the

recent purchase  of the  remaining 50.5% of SGS Unit 1.22

B.3

4

The elements underlying the revenue requirement reflect significant

compromise, are reasonable and are in the public interest.

5 The  S e ttle me nt Agre e me nt re fle cts  s ignifica nt re ductions  to  the  in itia l re ve nue

6

7

8

requirement in TEP's  Rate  Applica tion. The  Signa tories  have  provided a  de ta iled spreadshee t

showing the  agreed-upon changes  to TEP's  initia l pos ition. The $81,500,000 non-fuel base

rate  increase  over adj used test year non-fuel re ta il revenues includes adjustments made to the

9 cost of capital, rate base and operating expenses, which are discussed in more detail below.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1. Cos t of Ca pita l.

The  S igna torie s  a gre e d upon the  following cos t of ca pita l e le me nts  in the  S e ttle me nt

Agre e me nt: (1) the  a doption of TEP 's  te s t ye a r ca pita l s tructure  of 49.97% long-te rm de bt a nd

50.03% common e quity, (2) a n ROE re duction to 9.75% (from Ute  Compa ny's  initia l re que s t of

l0.35%) and an embedded cost of long-te rm debt of 4.32% (resulting in a  weighted average  cost

of capita l of 7.04%), and (3) the  re turn on the  fa ir va lue  increment of ra te  base  reduced from the

re que s te d 1.42% to 1.00% (re s ulting in a  fa ir va lue  ra te  of re turn on fa ir va lue  ra te  ba s e  of

5.34%). The  impact of these  e lements  was to reduce  the  Company's  requested non-fue l revenue

increase  by approxima te ly $15.5 million.

Only the  DOD has  disputed the  cos t of capita l a s  se t forth in the  Se ttlement Agreement.

Howe ve r, the  S e ttle me nt Agre e me nt ROE, fa ir va lue  ra te  of re turn ("FVROR") a nd ca pita l

s tructure  a re  appropria te  and reasonable  compromises . Firs t, the  9.75% ROE is  we ll in line  with

the  ROEs  tha t ha ve  be e n re ce ntly a pprove d for othe r ve rtica lly-inte gra te d utilitie s .24 Inde e d,

e ve n DOD witne s s  Gorma n's  proxy compa nie s  ha d re ce ntly a pprove d ROEs  ra nging from

A 9.75% ROE for TEP  is  a lso a ppropria te  whe n10.3% to 93%, with an average of 9.73%.25

25

26

27

22 Ex. TEP-6 (Hutchins  Se ttlement) a t 4.
23 Ex. TEP-3 (Se ttlement Agreement), Attachment A.
24~ See  Ex. TEp-i2 (Buckley Rejoinder) a t 4-5, Tr. (Gorman) a t 828.
25 See  Ex, DOD-4 (Gorman Surrebutta l), Exhibit MPG-24.
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l

2

3

4

5

6

compared to the  9,5% granted for UNS Electric because  TEP has  a  much la rger genera tion flee t

tha t include s  a  s ignifica nt a mount of coa l-fire d ge ne ra tion a nd its  inhe re nt risk a ssocia te d with

incre a se d e nvironme nta l re gula tion." DOD did not a ccount for the  incre a se d risk re la te d to the

s ize  and na ture  of TEP 's  genera tion flee t.27 Furthe r, DOD witness  Gorman did not cons ide r the

incre a se d risk of ra pid DG de ployme nt in TEP 's  se rvice  a re a ." Nor did he  spe cifica lly cons ide r

the  ra te  design or revenue  decoupling mechanisms specific to TEP."

7 Second, regarding TEP 's  capita l s tructure , DOD opposes  the  capita l s tructure  adopted in

8

9

1 0

11

1 2

the  Se ttlement Agreement because  the  redemption of ce rta in bonds  did not occur until seve ra l

te s t yea r and the  redemption process  and timing were  unde r way (and nea rly comple ted) a t the

e nd of the  te s t ye a r. This  Commis s ion ha s  re gula rly cons ide re d a djus tme nts  tr known a nd

measurable  changes to the  test year capita l s tnlcture . The  capita l s tructure  here  is  not based on a

13 tra ns a ction tha t "ma  " or "ma  not" occur, a s  DOD witne s s  Gorma n a s s e rts , but is  ba s e d in fa ct,y 9

14

15

16

17

18 re turn on the  fa ir va lue  increment to be  1.07%.32

19

20

on redemptions that have occurred and are measurable.

Fina lly, the  1 .0% re tu rn  on  the  fa ir va lue  incre me nt o f ra te  ba s e  inc lude d  in  the

Se ttle me nt Agre e me nt is  we ll supporte d by the  re cord a nd is  cons is te nt with prior Commiss ion

approaches  to the  fa ir va lue  increment. In he r rebutta l, TEP  witness  Bulkley had ca lcula ted the

Sta ff witness  Pa rne ll a lso had ca lcula ted the

fa ir va lue  increment (the  rea l risk-free  ra te ) to be  a s  high a s  1.42%." Given the  record, the  1.0%

compromise  on the  fa ir va lue  increment is  reasonable .

21

22

23

24

25

26

27

26 See Ex. TEP-12 (Bulkley Rejoinder) at 5, Tr. (Hutchins) at 368.
27 See Tr. (Gorman) at 831,
28 Tr. (Gorman) at 83]_32.
29 Tr, (Gorman) at 832-33.
30 See Ex. TEp-12 (Bulkley Rejoinder) at 9,
31 See Ex. TEP-12 (Bulkley Rejoinder) at 9, Ex. TEP-9 (Grant Rebuttal) at 7-9.
32 Tr. (Buckley) at 262, 266.
33 See Ex. TEP-11 (Bulkley) at 43-45.
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1 2.

2

3

4

5

6

7

Rate  Base Aryustmenfs.

The Settlement Agreement includes several adjustments to rate base, some of which were

initially proposed in the Company's rebuttal filing and some of which were further agreed to in

settlement. Under the Settlement Agreement, the total reduction in the Company's requested

Original Cost Rate Base ("OCRB") is $59.5 million. No party has challenged the OCRB,

although EFCA has asserted that $16,000 for rooftop solar systems should not be included in the

$2 billion OCRB.

8 S ome  of the  more  subs ta ntia l re ductions  to ra te bas e in the  S e ttle me nt Agre e me nt a re :

9 •

10

11

12 •

13

14

15

16

17 •

18

a n a gre e m e nt to re duce  P os t Te s t Ye a r P la nt by m oving ba ck the  in-s e rvice  cut-

off da te  from  De ce m be r 31, 2016 to  J une  30, 2016, thus  e xc luding inve s tm e nts

ma de  be fore  the  e nd of the  te s t ye a r, but not in se rvice  a s  of J une  30,

the  ro lling  fo rwa rd  o f a ccum ula te d  a m ortiza tion ,  from  the  te s t ye a r fo rwa rd  to

De ce m be r 31 ,  2016,  on  the  Com pa ny's  inve s tm e nt in  le a s e hold  im prove m e nts

a s socia te d with the  50.5% sha re  of S GS  Unit 1,

the  pe rm a ne nt $5  m illion  re duc tion  of the  book va lue  of the  TEP  He a dqua rte rs

building, a nd

a  re duc tion  of the  u tility p la nt a lloca te d  to  re ta il cus tom e rs  ba s e d on long-te rm

wholesa le  contract de rnands.34

19 The actual impacts of these adjustments on rate base are set forth in Attachment A to the

20 S e ttle me nt Agre e me nt.

3 .21

22

23

24

Operating Expense Afyustments.

Between the adjustments proposed in the Company's rebutta l filing and addit ional

adjustments agreed to during settlement process, TEP's pro forma operating expenses have been

reduced by $22.6 million over its initial request. The more significant adjustments include:

25

26

27 34 See Ex.
3) Ex. TEP -23 (Duke s  S e ttle me nt) a t 3.

TEP-3 (Settlement Agreement), Attachment A.
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I •

2

3 •

4

5 •

6

7

8

The agreement to normalize  generation overhaul and outage expenses based upon

the  most recent six years of actual data ,

Excluding the  wa ge  a nd pa yroll ta x incre a s e  a s s ocia te d with a nticipa te d 2017

non-union wage increases,

The  recove ry of only 50% of the  norma lized cos t a ssocia ted with the  Company's

Short Term Incentive  compensa tion plan,

A $1 million cap on the  recovery of ra te  case  expense  amortized over four years ,

The  re mova l of e xpe nse s  a s socia te d with the  Colnpa ny's  Long Te nn Ince ntive

9

1 0

11

compensa tion plan,

A reduction of $1 .1 million in tes t year lega l costs , and

Conforming cha nge s  to de pre cia tion a nd income  ta x e xpe nse s  a s socia te d with

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

25

agreed upon depreciation rate and rate base changes.36

The  impa ct of the s e  ope ra ting e xpe ns e  a djus tme nts  a re  s e t forth  in  Atta chme nt A to  the

Settlement Agreement.

The  S e ttle me nt Agre e me nt a ls o a dopte d the  de pre cia tion ra te s  conta ine d in TEP 's

Re butta l Te s timony, with furthe r modifica tions  to the  de pre cia tion for S a n J ua n Unit l a nd

de pre cia tion ra te s  for dis tribution pla nt.37 The  a dditiona l de pre cia tion modifica tions  re ga rding

S a n J ua n Unit l a nd dis tribution pla nt a re  a s  follows : (I) the  ra te s  for S a n J ua n Unit 1 we re

a djus te d to re fle ct a  de pre cia ble  life  of TEP 's  tota l inve s tme nt of s ix ye a rs  (through the  ye a r

2022), (2) $90 million of dis tribution e xce s s  re se rve s  a re  to be  tra ns fe rre d to S a n Jua n Unit l,

and (3) deprecia tion ra te s  on dis tribution plant were  adjus ted to offse t the  changes  described in

(1) and (2) above . This  approach a lso is  cons is tent with TEP 's  previous  ra te  orde r, Decis ion No.

73912 (June  27, 2013) ("20l3 TEP Ra te  Orde r"). In the  2013 TEP Ra te  Orde r, the  Commiss ion

acknowledged the  reasonableness of applying excess deprecia tion reserves to offse t the  effects of

e a rly production pla nt re tire me nts  (tha t could othe rwise  ca use  a  la rge  ra te  impa ct).38 Utilizing

26

27
36 Ex. TEP -23 (Duke s  S e ttle me nt) a t 3-4.

38 Ex. TEP -23 (Duke s  S e ttle me nt) a t 6.
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1

2

5
.J

4

5

6

7

e xce s s  d is tribution de pre c ia tion re s e rve s  will mitiga te  the  ra te  impa c t of the  S a n J ua n Unit 1

a cce le ra te d de pre c ia tion re s ulting from s horte ning the  life  to  s ix ye a rs ." Give n the  unce rta inty

s urrounding TEP 's  continue d ope ra tion  of S a n J ua n Unit 1  a fte r the  e xpira tion  of the  curre nt

Fue l S upply Agre e me nt a nd P la nt P a rticipa tion Agre e me nt in 2022, it is  re a s ona ble  to s horte n its

e xpe cte d us e ful life  a s  it re la te s  to TEP 's  pa rticipa tion to 2022.40

The  de pre c ia tion  ra te s  re s u lting  from the  S e ttle me nt Agre e me nt a re  a tta c he d  to  the

S e ttle me nt Te s timony of TEP  witne s s  Duke s .4l

8 c. Energy efficiency program costs should not be included i n base rates.

9

1 0

11

1 2

13

1 4

15

S WEEP  propos e s  to  a dd  $23  million  to  ba s e  ra te s  to  fund  a  la rge  portion  of the

Compa ny's  e ne rgy e fficie ncy progra ms .42 TEP  be lie ve s  tha t cos ts  incurre d to me e t the  EE

Standa rd should continue  to be  recove red through the  DSM surcha rge , a s  is  current practice .

This  incre a se s  tra nspa re ncy to cus tome rs  a bout the  e ne rgy e fficie ncy cos ts  the y a re  pa ying,

which would be  los t if a  s ignifica nt portion of those  cos ts  we re  lumpe d into ba se  ra te s .44 This

pos ition is  a lso cons is te nt with the  Commiss ion's  re ce nt de cis ion in the  UNS Ele ctric ra te  ca se

re jecting a  s imila r SWEEP proposa l.45 Any devia tion from this  practice  should be  cons ide red a

16 policy de cis ion for the  Commis s ion.

17 III . The revenue al l_ocati9n among_ customer_ class_es should reflect a signi f i cant

1 8 movement towards actual cost of service.

19 One  of TEP 's  goa ls  in  th is  ra te  ca s e  is  to  move  the  re ve nue  re cove ry from e a ch c la s s

20 c los e r to  its  a c tua l cos t o f s e rvice . This  will be g in  to  re duce  the  in te rc la s s  s ubs id ie s . In  the

21

22

in te re s t o f g ra d u a lis m ,  th e  C o m p a n y d id  n o t p ro p o s e  a  re ve n u e  a llo c a tio n  th a t m o ve d  to

comple te  cla s s  pa rity unde r the  CCOS S . Howe ve r, a s  the  re ve nue  re quire me nt wa s  re duce d a nd

24

25

26

27

39 Ex. TEp-23 (Dukes Settlement) at 6.
40 Ex. TEP223 (Dukes Settlement) at 6.
41 Ex. TEP-23 (Dukes Settlement), Ex. DJD-S-1 .
42 Ex. swEEp-1 (Schlege l Direct) a t 8; Ex. SWEEP-2 (Schlege l Rebutta l) a t 2.
43 Ex. TEP-34 (Smith Rebutta l) a t 18.
44 Ex. TEp-34 (smith Rebutta l) a t 18.
45 Decision No. 75697 (August 18, 2016) a t 13.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

a s  the  othe r pa rtie s  e xpre s s e d the ir pos itions  on re ve nue  a lloca tion (pa rticula rly S ta fD, TEP 's

propos e d re ve nue  a lloca tion e volve d.46 In re a ching its  Tina ] propos a l, TEP  ha s  a cce pte d much of

the  s tructure  of S ta ff's  propos e d re ve nue  a lloca tions , pa rticula rly S ta ffs  de s ire  not to ha ve  a  ra te

de cre a s e  for a ny ra te  cla s s .47 TEP  continue s  to be lie ve  tha t le s s  re ve nue  s hould be  a lloca te d to

the  ve ry la rge  cus tome r cla s s e s  (La rge  P owe r S e rvice  a nd l38kv cla s s e s ).48

Although a ll pa rtie s  a ppe a r to s e e k to re duce  the  ine quita ble  a lloca tion of cos ts  a nd the

re la te d s ubs idie s  of the  re s ide ntia l cla s s  by the  non-re s ide ntia l cla s s e s , the y a ls o ha ve  a  diffe re nt

vie w of how qu ic kly to  s h ift re ve nue  re c ove ry to  the  re s ide n tia l c la s s . The  la rge r cus tome r

inte rve ne rs  continue  to pre s s  for more  re ve nue  to be  a lloca te d to the  re s ide ntia l cla s s  (a nd le s s  to

the m) tha n propos e d by the  Compa ny. S ta ff s ugge s ts  tha t moving  ha lfwa y to  a c tua l cos t o f

s e rvice  is  a ppropria te  in this case with a  pos s ible  move me nt to a ctua l cos t of s e rvice  in the  ne xt

ra te  ca s e .49  Howe ve r, in  the  ne xt ra te  ca s e  the  jump to  pa rity ma y re quire  a  la rge r re ve nue

a lloca tion s hift tha n is  propos e d by S ta ff in  this  ca s e . TEP  be lie ve s  tha t its  re ve nue  a lloca tion

propos a l ma ke s  pa rity in the  ne xt ra te  ca s e  more  a tta ina ble .

Ultima te ly,  the  re ve nue  a lloc a tion  is  a  po lic y de c is ion  fo r the  Commis s ion . It m u s t

de c ide  wha t le ve l of c ros s -s ubs id iza tion  is  a ppropria te  a nd how quickly it would  like  to  move

towa rds  a  more  e quita ble  a lloca tion of cos ts . TEP  be lie ve s  tha t it ha s  s e t forth  a  re a s ona ble

re que s t tha t the  Commis s ion s hould a dopt. The  Compa ny's  propos e d re ve nue  a lloca tion is  s e t

forth in Atta chme nt 1.50

20 I v . The LFCR should be modified to allow TEP to recover more of its fixed costs.

21 A. TEP's inability to recovery its fixed costs is aggravated by the restrictions on

22 th e  LFCR.

23

24

Ele c tric  utilitie s , inc luding TEP , ha ve  cons ide ra ble  fixe d cos ts -the  cos ts  of owning a nd

ope ra ting ge ne ra tion pla nts , tra ns mis s ion line s , loca l dis tribution fa cilitie s  a nd othe r vita l a s s e ts .

25

26

27

46 S e e  Ex. TEP -31 (J one s  Re butta l) a t 11-IZ, Ex. TEP -32 (J one s  Re joinde r) a t 4-5.
47 S e e  Ex. TEP -31 (J one s  Re butta l) a t l l, Ex. TEP -32 (J one s  Re joinde r) a t 4.
48 Ex. TEp-32 (J one s  Re joinde r) a t 4.
49 S ee  Tr. (S olganick) a t 2402.
50 S e e  a ls o Ex. UNS E-32 (J one s  Re joinde r), Exhibit CAJ -RJ -l (S che dule s  H-l a nd H-2).
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1

2

3

These  asse ts  have  long service  lives, so the ir costs  do not vary with periodic changes in customer

us e . Ye t the  va s t ma jority of the s e  cos ts  a re  re cove re d in va ria ble , not fixe d, cha rge s . TEP

re cove rs  80% of its  fixe d cos ts  through volume tric e ne rgy cha rge s  (pe r kph cha rge s ).5l TEP  is

4 e xpe rie ncing fa lling kph s a le s . As  TEP 's  P re s ide nt, Da vid Hutchins  e xpla ine d, "[s ]ince  2012,

5

6

7

8

9

10

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

cumula tive  sa le s  reductions  a ttributable  to ene rgy e fficiency and dis tributed gene ra tion reached

ne a rly 1,000,000 Iv[wh, which e qua te s  to a bout 11% of TEP 's  te s t ye a r s a 1e s ."52 In a ddition,

re s ide ntia l use  pe r cus tome r ha s  a lso fa lle n a bout 7.5% from 2011 to the  e nd of the  te s t ye a r

(June  30, 2015).53 The  combina tion of a  heavy re liance  on kph cha rges  to recove r fixed cos ts ,

and fa lling kph sa les  re sults  in pe rs is tent and s ignificant unrecovered fixed cos ts .

S ome -but not a ll-of the  fa lling  kph s a le s  a re  due  to  the  Commis s ion 's  ma nda tory

e ne rgy e fficie ncy a nd dis tribute d ge ne ra tion progra ms . The s e  progra ms  a re  re quire d by

Commis s ion rule s , a nd the y a re  inte nde d to, a nd do, re s ult in lowe r kph us e . As  a  dire ct

consequence, these programs also increase the amount of TEP's unrecovered fixed costs.

To a ddre s s  this  proble m, the  Commiss ion a pprove d the  LFCR in TEP 's  la s t ra te  ca se .

The  LFCR is  a  pa rtia l de coupling me cha nism tha t is  s trictly limite d to los t fixe d cos t re ve nue s

ca use d by the  Commiss ion-ma nda te d e ne rgy e fficie ncy a nd dis tribute d ge ne ra tion progra ms .

Because  TEP's  current LFCR was then a  new concept, and was incorpora ted into the  Company's

last ra te  case  se ttlement agreement, the  initia l version of the  LFCR excluded genera tion costs  and

50% of non-genera tion demand charges . These  res trictions  have  severe ly hampered the  LFCR-

it recove rs  only 41% of the  los t fixed-cos t revenues  caused by ene rgy e fficiency and dis tributed

generation requirements, leaving nearly 60% of these  lost fixed costs  unrecovered.54

More ove r, a t the  time  of the  pre vious  TEP  ra te  s e ttle me nt in 2013, the  le ve ls  of los t

revenues resulting from EE and DG were  considerably less  than today and the  limited LFCR was

a  tole rable  compromise  in se ttlement. The  prior se ttlement agreement did not contempla te  tha t

25

26

27

51 Ex. TEP-4 (Hutchens Direct) a t page  13, lines 7-9.
52 Ex. TEP-4 (Hutchens Direct) a t page  7, lines 15 to 17.
53 Ex. TEP-4 (Hutchins  Direct) a t page  10, line  25 to page  ll, line  1.
54 Ex. TEP-7 (Hutchins  Rebutta l) a t 4:11-12, Ex. TEP-32 (Jones Rejoinder) a t 7:2-6, see  a lso Tr.
a t 1089:23 to 109021 (Higgins)(accepting 41% figure).
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l

2

3

4

5

6

7

8

9

10

11

12

13

14

the  LFCR s tructure  wa s  pe rma ne nt a nd pre ce de ntia l such tha t it could not be  modifie d to a ddre s s

c h a n g e s  in  c irc u m s ta n c e s  a n d  to  b e tte r re fle c t th e  in te n t o f th e  C o m m is s io n 's  De c o u p lin g

Policy."

Toda y,  the  p rob le m  is  s ign ific a n t a nd  on ly g rowing  wors e  a s  Com m is s ion -m a nda te d

e ne rgy e ffic ie ncy a nd dis tribute d ge ne ra tion e xpa nd. In 2014, the s e  re s tric tions  m e a nt tha t the

LF CR fa ile d  to  re c ove r $13  m illion  in  lo s t fixe d  c os t re ve nue s  due  to  e ne rgy e ffic ie nc y a nd

dis tribute d ge ne ra tion.56 In 2015, this  unde r-re cove ry gre w to $19.6 m illion, a nd it will grow to

a n  e s tim a te d  $25 .7  m illion  in  2016 .57  As  TE P 's  Tre a s u re r Mr.  G ra n t e xp la ine d ,  with  fa lling

kph s a le s , "it is  be coming incre a s ingly importa nt from a  cre dit ra ting pe rs pe ctive " to e ns ure  tha t

more  or"TEP 's  fixe d cos ts  a re  a ctua lly re cove re d.

Th e s e  re s tric tio n s  s h o u ld  b e  re m o v e d  s o  th a t th e  LF C R  c a n  a c h ie v e  its  p u rp o s e  o f

re cove ring the  los t fixe d cos t re ve nue s  ca us e d by complying with Commis s ion ma nda te s . As  Mr.

Ya qu in to  te s tifie d ,  "[i]t  s e e m s  on ly fa ir tha t the  c om pa ny be  a llowe d  fu ll re c ove ry o f the s e

prude nt cos ts  tha t a re  ma nda te d by the  Commiss ion."59

15 B. Previous Commission statements support eliminating these restrictions.

16

17

18

19

20

21 e ros ion  m a y im pa c t re c ove ry o f Hie d  c os ts  a nd  inve s tm e n t re tu rns " a nd

22

The  Com m is s ion ha s  e m pha s ize d tha t de coupling m e cha nis m s  a re  e s s e ntia l to a llowing

utilitie s  a  re a s ona ble  opportunity to  e a rn the  re turn a uthorize d by the  Com m is s ion. Inde e d, the

Com m is s ion ha s  a  form a l policy s ta te m e nt on de coupling m e cha nis m s , the  "F ina l ACC P olicy

S ta te me nt Re ga rding Utility Dis ince ntive s  to Ene rgy Efficie ncy a nd De couple d Ra te  S tructure s ",

TEP  Exhibit 42. In this  P olicy S ta te me nt, the  Commis s ion cle a rly e xpla ine d the  proble m: "s a le s

"[t]o  th e  d e g re e  to

which utility fixe d cos ts  a re  re cove re d from  volum e tric  s a le s ,  a  los t re ve nue  a nd profit e ros ion

23

24

25

26

27

55 Fina l ACC P olicy S ta te me nt Re ga rding Utility Dis ince ntive s  to Ene rgy Efficie ncy a nd
De couple d Ra te  S tructure s , TEP  Exhibit 42 _
56 Ex. rEp-32 (J one s  Re joinde r) a t pa ge  8, Ta ble  1.
57 Ex. TEP 32 (J one s  Re joinde r) a t pa ge  8, Ta ble  1.
58 Ex. TEP-9 (Grant Rebuttal) at 4:10-14.
39 Tr. (Yaquinto) at ]065:5_7.
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I e ffe ct e xis ts .. 1 :6 0 A de coupling me cha nis m "re move s  the  linka ge  be twe e n s a le s  a nd utility

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

re ve nue s  a nd/or profits " thus  a llowing promotion a nd e xpa ns ion of progra ms  tha t ha ve  public

benefits  but reduce  kph sa les  caus ing "sa les  e ros ion and under-recovery of fixed cos1s ."61 The

Commis s ion conclude d tha t "[r]e ve nue  de coupling ma y offe r s ignifica nt a dva nta ge s ... a s  it

e s ta blishe s  be tte r ce rta inty of utility re cove ry of a uthorize d fixe d cos ts  a nd be tte r a ligns  utility

The  Commis s ion de cla re d tha t "[s ]ome  form of de coupling or

a lte rna tive  for a ddre s s ing fina ncia l dis ince ntive s  mus t be  a dopte d in orde r to e ncoura ge  a nd

enable  aggressive  use  of demand s ide  management programs and the  achievement of Arizona 's

Electric and Gas  Ene rgy Efficiency S tanda rds , which will bene fit ra tepaye rs  and minimize  utility

cos ts ."63 Thus , the  Commiss ion has  recognized tha t its  regula tory manda tes  in this  a rea  cause

"sa les erosion" and adverse ly impact fixed cost recovery, and it has endorsed revenue decoupling

mechanisms as the  way to address this problem.

The  Commis s ion  e xpa nde d  on  the s e  though ts  in  TEP 's  mos t re ce n t ra te  o rde r,

s pe cifica lly noting tha t re duce d kph s a le s  pre ve nts  TEP  from re cove ring a uthorize d cos ts  or

meeting its  authorized ra te  of re turn:

1 6

1 7

1 8

1 9

Be ca us e  mos t o f TEP 's  re ve nue  re qu ire me nt is  re cove re d  th rough
volume tric cha rge s , the  Commis s ion re cognize s  tha t by complying with
the  EEE Rules ' manda te  to reduce  energy sa les , without a  way to recover
the  fixe d cos ts  tha t would othe rwis e  ha ve  be e n re cove re d through kph
sales,
authorized revenue requirement.64

TEP would not be given a reasonable opportunity to recover its

20

21

The  Commis s ion a ls o found tha t "[i]t would not be  re a s ona ble  to  a dopt the  EE/DS M progra ms

a nd re quire  TEP  to  me e t kph  s a le s  s a vings  without a ls o  a pproving  a  me cha nis m tha t would

5765
22 allow TEP to recover the fixed costs associated with the lost kph sales.

23

24

25

26

27

60 Ex. TEp_42 (P olicy S ta tement) a t page  2.
61 Ex. TEP -42 (P olicy S ta te me nt) a t pa ge  3.
62 Ex. TEP -42 (P olicy S ta te me nt) a t pa ge  30, P olicy S ta te me nt No. 3.
63 Ex. TEP -42 (P olicy S ta te me nt) a t pa ge  30, P olicy S ta te me nt No. 3.
64 Decis ion No. 73912 (J une  27, 2013) a t page  64, line s  13-18 (emphas is  added).
65 De cis ion No. 73912 (J une  27, 2013) a t pa ge  65, line s  9-i l (e mpha s is  a dde d).
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1 0

1 1

Applying this  re a soning he re , it is  cle a r tha t the se  Commiss ion ma nda te s  a re  ca us ing

lowe r kph sa le s , so TEP  should be  a llowe d "to re cove r the  fixe d cos ts  a ssocia te d with this  los t

kph s a le s ." The  fixe d  cos ts  e xclude d  from the  LFCR-ge ne ra tion  cos ts  a nd  50% of non-

ge ne ra tion de ma nd cha rge s -a re  fixe d cos ts , whe n the s e  fixe d cos ts  go unre cove re d due  to

regula tory mandates  imposed by this  Commission they should be  included in the  LFCR.

S imila rly, in the  UNS  Ele ctric ra te  orde r e a rlie r this  ye a r, the  Commis s ion note d tha t

"[w]he n fixe d cos ts  a re  pa rtia lly re cove re d from the  volume tric e ne rgy cha rge  a nd s a le s  of

energy declines , a  utility may be  unable  to recover a ll of its  fixed costs ."66 The  Commiss ion a lso

e xpla ine d tha t the  LFCR is  inte nde d to "colle ct the  los t fixe d cos t re ve nue s  a s s ocia te d with

Commiss ion-manda ted programs such as  Energy Efficiency and DG."67 The  problem is  tha t the

LFCR doesn't do tha t, the  current vers ion excludes  a lmost 60% of these  los t fixed cost revenues.

12 Mr. Hutchins  quote d this  la ngua ge  a nd e xpla ine d tha t the  curre nt LFCR doe s  not me e t tha t

13

14

15

s ta nda rd, "[b]e ca us e  TEP 's  curre nt LFCR e xclude s  re cove ry of los t re ve nue  a s s ocia te d with a

portion of dis tribution cos ts  a nd a ll ge ne ra tion cos ts , the  me cha nis m doe s  not a de qua te ly a ddre s s

the  impa ct of e ne rgy s a le s  los t to DG a nd EE progra ms ."68

1 6 C. Fixed generation costs should be included in the LFCR.

1 7

1 8

Fixed gene ra tion cos ts  should be  included in the  LFCR. Gene ra tion plant typica lly has  a

long use ful life ,69 so the  non-fue l cos ts  a re  la rge ly fixed. As  with othe r rlxed cos ts , the se  cos ts

1 9 a re  a lso primarily recovered in volumetric cha rges , re sulting in unrecovered fixe d cos ts . As  Mr.

20

2 1

22

23

24

Hutchens testified, there  "is  no reasonable  basis  for excluding genera tion costs  from the  LFCR as

they constitute  a  la rge  portion of the  fixed costs  incurred to meet re ta il customer demand."70

Staff has  expressed a  concern tha t TEP could se ll any excess  genera tion. But short~te rm

ge ne ra tion sa le s  a re  a lre a dy a ccounte d for in the  PPFAC, a nd long-te rm ge ne ra tion sa le s  a re

a ccounte d for in the  jurisdictiona l a lloca tion. In a ddition, in pra ctica l te rms , "it is  s imply not the

25

26

27

66 De cis ion No. 75697 (Augus t 18, 2016) a t pa ge  122, line s  14-15.
67 De cis ion No. 75697 (Augus t 18, 2016) a t pa ge  126, line s  9-11 .
e s  Ex. TEP -7 (1-Iutchens  Re joinde r) a t 3:20-24.
69 Ex. TEP-9 (Grant Rebuttal) at 5:9-10.
70 Ex. TEP -5 (Hutchins  Re butta l) a t 18:201221.
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1 ca s e " tha t TEP  ca n ma ke  up the s e  los t ge ne ra tion cos ts  with whole s a le  s a le s , a s  Mr. Gra nt

2

3

4

5

6

e xpla ins  in his  te s timony." This  is  be ca use  long-te rm sa le s  a re  ha rd to come  by in the  curre nt

rna rke tn, and come  with pricing "we ll be low TEP 's  fully embedded cos t of gene ra tion" (i.e . they

will not cove r the  fixe d cos ts ).73 More ove r, a ny long-te rm sa le s  would re duce  the  ge ne ra tion

resources  dedica ted to TEP 's  cus tomers  and would impact TEP 's  integra ted re source  plans  and

future  cost of power supply.74

7

8

9

10

Fu rth e r,  s o me  g e n e ra tio n  is  "fixe d  mu s t ru n " o r "re lia b ility mu s t ru n " ("RMR")

ge ne ra tion tha t ca nnot be  re sold. As  Mr. Jone s  e xpla ine d, mus t run ge ne ra tion is  a  "se pa ra te

dis tribution re la te d s e rvice  provide d by ge ne ra tion fa cilitie s ".75 RMR ge ne ra tion is  ne e de d to

ma in ta in  the  in te g rity o f the  d is tribu tion  s ys te m. For e xa mple , the  Ca lifornia  Ene rgy

Commiss ion defines  RMR generation as  generation "that is  needed to ensure  sys tem re liability.

12 This  includes  generation:

13

14

15

Required to meet the reliability criteria  for interconnected sys tems  operation.

Needed to meet load (demand) in constrained areas .

Needed to provide voltage or security support of the ISO or of a local area."76

16

17

18

19

By de finition the n, mus t run ge ne ra tion will not be  a va ila ble  for long-te nn off-s ys te m s a le s .

S ta ff"s  witne s s  Mr. S olga nick a dmits  tha t he  doe s  not know whe the r the s e  units  ca n be

dispa tched for off-sys tem sa les ." The  mus t run units  benefit a ll cus tomers  and the ir fixed cos ts

should be fully recovered.

20

21

22

23

24

25

26

27

71 Ex. TEP-5 (Grant Rebuttal) a t 5: 14-27
72 Ex. TEP-39 (Robby Rejoinder) a t 10:21-25 ("The  wholesa le  power marke t in the  Southwest is
currently very depressed, due  in la rge  part to low natura l gas prices and weak customer demand in
the  region.")
73 Ex. TEP-5 (Grant Rebuttal) at 5:20-21 _
74 Ex. TEP-9 (Grant Rebutta l) a t 5:22-24.
723 Ex. TEP-30 (Jones Direct) at 77:25-26.
76 http://www,energy.ca .gov/glossary/glossary-r.html (vis ited October 19, 2016).
77 Tr. (Solganick) at 2481 .
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1 The remaining demand charges should also be included in the LFCR.

2

3

4

5

6

7

8

9

10

In a ddition to e xcluding fixe d ge ne ra tion cos ts , the  LFCR a ls o e xclude s  50% of non-

ge ne ra tion de ma nd cha rge s . This  is  e s pe cia lly proble ma tic  be ca us e  de ma nd cha rge s  a re

de s igne d to  only re cove r fixe d cos ts , s o  100% of e a ch re duc tion re s ults  in  los t fixe d cos t

re ve nue s . The  50% e xclus ion is  s imply a n a rbitra ry cos t dis a llowa nce . The  e xclus ion of both

ge ne ra tion a nd ha lf of the  re ma ining de ma nd a cts  like  a  one -two punch. TEP witnes s  J ones

provide s an example of how this  works . If the  de ma nd cha rge  is  $18 pe r kw, a nd $8 is  for

ge ne ra tion, tha t le a ve s  $10, a nd 50% of tha t is  $5. Unde r th is  e xa mple , "[i]or e ve ry unit of

de ma nd the  cus tome r a voids  due  to DG or EE, the  Compa ny initia lly los e s  $18 of fixe d cos ts

recovery, but is  only able  to recover 355, or 28%".7*'

E .11 The 1% annual cap on the LFCR should be increased to 2%.

12

13

14

15

The  LFCR curre ntly ha s  a  1% a nnua l ye a r-ove r-ye a r incre me nta l ca p, which s hould be

increas ed to 2%. The  increas ed cap will "a llow for more  time ly recove ry of approved cos ts " and

will ens ure  tha t the  cos ts  caus ed by current cus tomers  a re  pa id for by current cus tomers , ra the r

than by future  cus tomers .

16 The LGS customers should remain subject to the LFCR.

17

18

AECC witne ss  Higgins  sugge s ts  tha t La rge  Ge ne ra l S e rvice  ("LGS ") cus tome rs  should

19 a s s ocia te d with the  LGS  cus tome r cla s s  would be  e ntire ly e xclude d from the  LFCR.81 This

20

21

22

23

propos a l would only wors e n the  los t Fixe d cos t proble m. As  Mr. J one s  e xpla ins , "[c]urre ntly

LGS customers  benefit from EE and DG programs, and TEP recovers  a  la rge  portion of the  fixed

cos ts  to s e rve  the m through volume tric ra te s . The re tbre , this  cla s s  should pa rticipa te  in the

LFCR and contribute  to los t fixed cost recovery."82

24

25

26

27

vs Ex. TEP-31 (Jones Rebutta l) a t 26:14~l9.
79 Ex. TEp-31 (Jones Rebunall a t 28:9-12.
80 Ex. AECC_10 (Higgins Surrebutta l) a t 40: 1
xi Tr. (Higgins ) a t l077:20-25.
82 Ex. TEP-32 (Jones Rejoinder) at 9; 12-15.
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l G. Response to SWEEP's full decoupler proposal.

2 This

3

S WEEP  s ugge s ts  tha t the  Commis s ion a pprove  a  full de coupling me cha nis m.

would go be yond the  LFCR a nd include  kph s a le s  re ductions  not ca us e d by EE or DG. The

4

5

6

7

Commis s ion's  policy s ta te me nt note s  the  pote ntia l be ne fits  of a  full de couple r, a nd TEP  be lie ve s

th is  is  a n  in te re s ting  p ropos a l tha t m e rits  fu rthe r c ons ide ra tion  in  a  fu tu re  c a s e . Howe ve r,

S WEEP  ha s  not file d a  de ta ile d propos a l.  More ove r,  it is  re a s ona ble  to  try living the  proble m s

within the  e xis ting LFCR be fore  a dopting a n e ntire ly ne w a pproa ch.

8 H . Other revisions to the LFCR.

9

10

11

12

TEP  ha s  a ls o re que s te d tha t the  LFCR fixe d cha rge  option be  e lim ina te d. No cus tom e rs

ha ve  use d this  option, a nd S ta ff supports  e limina ting it.83 TEP  ha s  propose d submitting a  re vise d

P la n  of Adm inis tra tion  for the  LF CR with in  60  da ys  o f the  ra te  de c is ion .  Thus ,  TEP  re que s ts

tha t the  orde r dire ct it to s ubmit a  re vis e d P OA within 60 da ys  of the  e ffe ctive  da te  re fle cting the

13

14

15

modifica tions  a pprove d by the  Commis s ion.

In  a dd ition ,  the  s e pa ra te  EE  a nd  DG  LF CR cha rge s  s hould  be  com bine d  in to  a  s ing le

LFCR cha rge  to s implify cus tome rs ' bills .84

16 v.

1 7 A.

TEP's residential and small general service rates should be modernized.

TEP's antiquated rate design should be updated.

18

19

20

21

22

23

24

The  Compa ny's  curre nt ra te  de s ign for re s ide ntia l a nd s ma ll comme rcia l cus tome rs  doe s

not re fle c t the  wa y cos ts  a re  incurre d to  s e rve  the s e  cus tom e rs .  For de ca de s ,  ra te  de s igns  for

the s e  cla s s e s  ha ve  incorpora te d a  ve ry s implis tic  two pa rt ra te  s tructure , a  ba s ic  s e rvice  cha rge

(cus tom e r cha rge ) a nd e ne rgy cha rge s . This  wa s  de fe ns ible  be ca us e  the s e  cus tom e rs  typica lly

ha d re la tive ly s im ila r us a ge  le ve ls  a nd pa tte rns . It a ls o a llowe d utilitie s  to a void the  highe r cos t

of m e te rs  ca pa ble  of m e a s uring  de m a nd be ca us e  s uch m e te rs  s ize d  for re s ide ntia l a nd s m a ll

comme rcia l cus tome rs  we re  prohibitive ly e xpe ns ive  in the  pa s t.85

25

26

27
83 Ex. TEp-31 (Jones Rebuttal) at 24:6-9.
84 Ex. TEP-30 (Jones Direct) at 80:6-12.
85 Ex. TEp-21 (Dukes Direct) at 11,
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l

2

3

4

5

6

7

8

His torica lly, ba s ic s e rvice  cha rge s  ha ve  be e n limite d to ba re  minimum le ve ls  while

inclining price  ra te  tie rs  ha ve  be e n a dde d, forcing cus tome rs  who us e  more  powe r to pa y a n

increas ingly disproportiona l sha re  of the  fixed cos ts  incurred on beha lf of a ll cus tomers . Today,

though, cus tomers  have  access  to a  burgeoning marke t of dis tributed energy resources  ("DER")

and demand management opportunitie s . The  growing ine quitie s  tha t re s ult from the s e  ne w

options  a re  e xa ce rba te d by utility ra te s  tha t ha ve  be come  e ve n more  de ta che d from cos t

causation. Thus , TEP  is  propos ing ra te  de s ign cha nge s  tha t a re  de s igne d to a ddre s s  thos e

inequities.86

9

1 0

1 2

1 3

1 4

15

16

1 7

1 8

1 9

20

A cus tome r's  individua l kph consumption doe s  not re fle ct the  fixe d cos ts  the y impose

on the ir utility. Inde e d, a  cus tome r with ze ro bille d kph s till impos e s  s ignifica nt fixe d costs  on

the  utility, s imila r to a  typica l cus tomer. Seasona l homes , vacant homes  and homes  with DG a ll

re quire  s ignifica nt pla nt a nd fixe d cos ts  to be  conne cte d to the  grid, ye t unde r the  curre nt two-

part ra te  des ign they contribute  little  to recovery of the  fixed cos ts  of se rving them.87 Nearly one

out of e ve ry thre e  re s ide ntia l (Re s ide ntia l R-01) bills  is s ue d by TEP  during the  te s t ye a r -

1,308,714 to be  precise re flected monthly usage  of 400 kph or le ss .88 Because  even a  s tudio

apartment with bas ic appliances  and modera te  usage  would like ly consume  a lmost 400 kph pe r

month, the s e  hills  proba bly we re  ge ne ra te d by va ca nt home s , s e a s ona l cus tome rs  a nd DG

customers .89 TEP recovered only $10 to $33 in fixed costs  pe r month from these  issued bills  - a

fra ction of the ir e quita ble  s ha re  of the  fixe d cos ts  (S 87 pe r month) the  Compa ny incurs  to

provide  se rvice  to the m.90 Put s imply, the se  cus tome rs  do not pa y the ir fa ir sha re  of the  fixe d

2 1 costs they cause.
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26

27

86 Ex. TEP-21 (Dukes Direct) at l I
87 Ex, T18p-21 (Dukes Direct) at 11-12.
as Ex. TEp-21 (Dukes Direct) at 12:14_16,
89 Ex. TEp-21 (Dukes Direct) at 12:15-19.
90 Ex. TEP-21 (Dukes Direct) at 12:19-22(5lSl0 to $33-), Ex. TEP-45, Revised Schedule G-6-1, page
2, line 33 (fixed costs of $87/month).
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1

2

3

In the  re ce nt UNS  Ele ctric  ra te  orde r, De cis ion No. 75697 (Augus t 18, 2016) ("20l6

UNS E Ra te  Orde r"), the  Commis s ion re cognize d tha t "the  time  is  ripe  for a  more  mode rn ra te

weE Ra te  Orde r furthe r s ta te d tha t:

4

5

6

7

8

9

10

11

Utilitie s  ha ve  tra ditiona lly us e d two-pa rt volume tric ra te s , cons is ting of a  fixe d
customer charge , and an energy charge  based on kph sold, to recover the  costs  of
se rving re s identia l cus tomers . Until fa irly re ce ntly, the  loa d cha ra cte ris tics  of
res identia l cus tomers  were  re la tive ly homogeneous, such tha t the  s imple  two-part
ra tes , designed based on average  consumption assumptions, did an adequate  job
of re cove ring the  cos ts  of s e rvice . The  s hort-coming of two-pa rt ra te s  is  tha t if
cus tome rs  us e  fe we r kWhs , for wha te ve r re a s on, including e ne rgy e fficie ncy
products , a  desire  to protect the  environment, or to save  money, these  ra tes do not
re cove r a ll of the  cos ts  of se rvice . The  Commiss ion re cognize d this  e ffe ct whe n
e ne rgy e fficie ncy a nd DS M progra ms  we re  a pprove d by e na cting the  LFCR,
which was intended to compensa te  the  Company for the  lost revenues associa ted
with EE and DG.... Low usage  cus tomers  do not contribute  a s  much to los t fixed
cost recovery as other because  their utility bills  are  smaIler.92

12

13

14

15

16

17

18

TEP is  propos ing changes  to its  re s identia l and s mall genera l s e rvice  ra te  s tructure  to: (1) begin

to address  its  cus tomers ' evolving use  of the  e lectric sys tem, (2) be tte r a lign ra te  des ign with cos t

ca us a tion a nd re duce  inte r- a nd intra -cla s s  ine quitie s , (3) re duce  the  le ve l of cros s -s ubs idie s

a mong cus tome rs , a nd (4) e nha nce  the  Compa ny's  a bility to re cove r its  fixe d cos ts .93 The

Compa ny's  ra te  de s ign propos a ls  for re s ide ntia l a nd s ma ll comme rcia l cus tome rs  inc lude

changes  intended to begin to move  towards  be tte r price  s igna ls  and a  more  equitable  s ha ring of

the  cos t of TEP 's  infra s tructure  which is  the  ba ckbone  of providing s a fe  a nd re lia ble  s e rvice  to
19

a ll of its  cus tomers .
20

B. Overview of TEP's proposed residential and small commercial rate design.
2 1

22
TEP's proposed ra te  s tructure  for non~DG residentia l and small genera l service  customers

23
is  bas ica lly the  same  ra te  s tructure  tha t the  Commiss ion recently approved for UNS Electric. For

24
re s ide ntia l cus tome rs , the re  would be  four ra te  options : (I) a  ba s ic two-pa rt ra te , (2) a  two-pa rt

TOU ra te , (3) a  ba s ic thre e -pa rt ra te  tha t include s  a  monthly ba s ic s e rvice  cha rge , a  de ma nd
25

26

27
91 Decis ion No. 75697 (Augus t 18, 2016) a t 65:23.
92 Decis ion No. 75697 a t 64:5_I6.
93 See  Ex. TEP-4 (Hutchins  Direct) a t 20; Ex. TEp-21 (Dukes  Direct) a t 2.
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1

2

3

4

5

cha rge  a nd a  volume tric e ne rgy cha rge , a nd (4) a  TOU thre e -pa rt ra te  tha t is  the  sa me  a s  the

ba s ic thre e -pa rt ra te  e xce pt tha t the  volume tric e ne rgy cha rge s  will be  TOU-ba se d. All four of

these  options  a re  des igned to recover s imila r amounts  from the  typica l re s identia l cus tomer. For

qua lifying low income  re s ide ntia l cus tome rs , the  Compa ny will continue  to offe r a  Life line

discount. S ma ll Ge ne ra l S e rvice  ("S GS ") cus tome rs  will ha ve  s imila r ra te  options  ma de

6 a va ila ble  to the m.

7

8

9

The  propose d ra te s  a re  s e t forth in the  H-3 S che dule s  include d a s  pa rt of Exhibit CAJ -RJ -

1 to  the  Re joinde r Te s tim ony of Cra ig J one s .94 The s e  propos e d ra te s  re fle c t the  $81.5 m illion

re ve nue  re quire me nt incre a s e  unde r the  S e ttle me nt Agre e me nt a s  we ll a s  TEP 's  propos e d cla s s

revenue  3ll0ca ti0n_9510

c. TEP's residential rate tariffs.

12 1.

13

14

15

16

17

18

19

Ba s ic s e rvice  ch urge .

TE P  is  p ro p o s in g  a  b a s ic  m o n th ly s e rv ic e  c h a rg e  o f $ 1 5  fo r its  s ta n d a rd  two -p a rt

re s ide ntia l ra te  a nd $12 for the  othe r thre e  re s ide ntia l ra te  options . The  propos e d ba s ic  s e rvice

cha rge  is  de s igne d to re cove r cos ts  tha t TEP  incurs  e a ch m onth, inc luding the  cos ts  of m e te rs ,

billing a nd colle ction, me te r re a ding, the  s e rvice  line  or drop a nd the  othe r compone nts  ne e de d to

form  the  m inim um  s ys te m .96 As  s e t rbrth in the  Com pa ny's  CCOS S , the  m inim um  s ys te m  cos t

is  s 15.03." S ta ff a gre e d with  the  Com pa ny's  m e thodology of de te nnining the  m inim um  s ys te m

cos t.98 No othe r pa rty s ubmitte d a  CCOS S  tha t re fute d the  minimum s ys te m cos t de te rmine d by

20

21

22

the  Compa ny.

S ta ff supports  the  Compa ny's  propose d $15 ba s ic se rvice  cha rge .99 S ta ff a lso a gre e s  tha t

re cove ry of the s e  minimum s ys te m cos ts  through the  ba s ic  s e rvice  cha rge  is  a ppropria te ly S uch

23

24

25

26

27

94 Ex. TEP-32 (Jones  Rejoinder), Exhibit CAI-RJ-1, Schedules  H-3.
95 EX. TEp-32 (Jones Rejoinder) at 4.
96 See  Ex. TEP-21 (Dukes  Direct) a t I8:l2-25, Ex. S-10 (Solganick Ra te ) a t 28-30, Ex. TEP-28
(Overcas t Rebutta l) a t 7-45, Tr. (Solganick) a t 2369:9-23.
97 See Ex. TEP-45 (updated Schedule  G-6~l)($5.03) a t page 2, line  24.
98 Ex. s-10 (Solganick Rate) a t 28-30.
99 Tr. (Solganick) at 2472-73 _
100 Ex. s-10 (Solganick Direct) a t 29.
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1 an approach provides  customers  with a  more  accura te  price  s igna l tha t re flects  the  costs  incurred

2
. . . . . . . . 01

to a s sure  minimum se rvice  from the  e le ctrica l grid to provide  sa fe  a nd re fa ble  se rvlce .] And

3

4 02

5

6

by coupling the  new cus tomer cha rge  with the  e limina tion of the  top two tie rs  (discussed be low),

the  intra -class  subs idy regarding payment of fixed cos ts  will be  reduced.l This  is  importa nt for

transitioning to ra tes  tha t meet cost causa tion and matching principles .

More ove r, the  uncontrove rte d e vide nce  in this  ca se  e s ta blishe s  tha t the  fixe d monthly

7 cos t to s e rve  the  a ve ra ge  re s ide ntia l cus tome r is  a pproxima te ly 387.103 E ve n  with  th e

8

9

10

11

1 2

13

1 4

Compa ny's  propose d incre a se  in the  ba s ic se rvice  cha rge  from $10 to $15 for mos t re s ide ntia l

cus tomers , TEP will s till be  recovering $72 pe r month of its  fixed cos ts  through volumetric ra te s .

Se ve ra l pa rtie s  a rgue  tha t the  minimum sys te m cos t a pproa ch is  imprope r a nd tha t the

basic customer method be  used. The  Commission recently approved basic service  charges in the

UNS E Ra te  Orde r tha t a re  ide ntica l to wha t TEP  is  now propos ing he re . In the  UNS E Ra te

Orde r, the  Commis s ion did not a dopt the  ba s ic cus tome r me thod. Ra the r, it a pprove d ba s ic

service  charges that were  based on the  minimum system method.

1 5

1 6

1 7

1 8

More ove r, the  ba s ic cus tome r me thod gre a tly unde re s tima te s  the  una voida ble  fixe d

system costs  needed to se rve  a  cus tomer. It a lso ignores  the  increas ingly diverse  use  of the  grid

tha t ma ke s  re cove ry of fixe d cos ts  through volume tric ra te s  ine quita ble . The  ba s ic cus tome r

method does  not accura te ly re flect cost causa tion'04, resulting in an under-recovery of customer-

1 9 related costs.

20

2 1

22

23

24

Conce rns  tha t incre a s ing the  ba s ic s e rvice  cha rge  will re duce  cus tome r ince ntive s  to

conse rve  energy a re  s imply a  red he rring. Because  the re  is  a  revenue  requirement increase , the

increased bas ic se rvice  cha rge  only covers a  portion of the  increase  for the  ave rage  cus tomer.

Inde e d, the  volume tric ra te s -a lle ge dly the  drive r for cons e rva tion-will a ctua lly be  s lightly

highe r unle ss  the  cus tome r ha d be e n us ing more  tha n 3500 kph pe r month.m5 Cus tome rs  will

25

26

27

101 See eg- Tr. (Solganick) a t 234923_24.
102 Ex. TEp-21 (Dukes Direct) a t 18: 12-18.
103 See Ex. TEp-45 (Schedule  G~6-1 at Sheet 1 off).
104 Ex. TEp-28 (Overcast Rebuttal) at 17_20.
105 See , e .g., Ex. TEP-32 (Jones Rejoinder), Exhibit CAJ-RJ-1, Schedule  H-3, page  6 of23.
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1 continue  to have  plenty of financia l incentive  to conse rve  even with the  increased bas ic se rvice

2 charge.

3 2. Reduction to two volumetric tiers.

4

5

6

7

TEP  is  propos ing to  e limina te  two of its  four volume tric tie rs . This  re duction in  the

numbe r of volume tric tie rs  is  fully s upporte d by S ta ff, ma tche s  the  numbe r of tie rs  re ce ntly

approved for UNS Electricm6, and is  necessa ry given the  evolving e lectric se rvice  landscape . As

Mr. Hutchens  expla ined:

8

9

1 0

1 1

1 2

13

14

The  Compa ny's  curre nt ra te s  include  highe r kph cha rge s  a t highe r le ve ls  of
cons umption, a  fe a ture  typica lly de s cribe d a s  a n inclining block s tructure . This
type  of ra te  de s ign wa s  firs t imple me nte d whe n e conomic growth a nd highe r
re s identia l consumption leve ls  drove  annua l increases  in e lectric sa le s , providing
e le ctric utilitie s  with be tte r re cove ry of its  fixe d s ys te m cos ts . Howe ve r, the
"ne w norma l" of fla t or de clining s a le s  - re s ulting prima rily from the  us e  of EE
a nd DG - limits  the  Compa ny's  a bility to  re cove r its  cos ts  through ra te s  tha t
fe a ture  a n  inclin ing block s tructure . Th is  p rob le m is  e xa ce rba te d  by DG
customers whose energy usage rare ly reaches the  upper ra te  tiers , thus shifting the
burde n of pa ying for fixe d sys te m cos ts  to othe r cus tome rs . TEP  is  propos ing to
e limina te  ce rta in uppe r tie rs  to reduce  this  cos t shift and enhance the  Company's
ability to recover its  fixed cos ts .'07

1 5

1 6

1 7

1 8

Elimina te  the  top two tie rs  be tte r a ligns  the  ra te  de s ign with cos t-causa tion.l08 Because

fixe d  cos ts  a re  re cove re d  th rough  vo lume tric  e ne rgy ra te s , the  top  two tie rs  re s u lt in  a

disproportiona te  recovery of fixed cos ts  from cus tomers  whose  usage  is  pushed into the  top two

tie rs .09 TEP  ha s  re ta ine d a  lowe r volume tric ra te  tie r for us a ge  from 0 to 500 kph. All us a ge
1 9

a bove  500 kph will be  bille d a t a  highe r volume tric ra te .
20

21

22

S ta ff a gre e s  tha t the  top  two tie rs  s hould  be  e limina te d  10 More ove r, S ta ff a ls o

recommended tha t the  inclina tion be tween the  remaining two tie rs  be  fla ttened because  it is  more

reflective  of cost causation and sends proper price  signals for more  efficient use  of the  system.l 11
23

24

25

26

27

106 Decision No. 75697 a t 27:22-24 (describing UNSE proposal to reduce  to two tiers), and a t
66:1-10 (approving ra te  des igned based on UNSE Initia l Brie f).
107 Ex. TEP-4 (Hutchins  Direct) a t 22.
""* Ex. rEp-30 (Jones  Direct) a t 45:1-13.
109 Ex. TEp-30 (Jones Direct) a t 41 :IZ-17 and 45:1-13,
no Ex. s -10 (Solganick Direct) a t 29.
HI Ex. s -10 (Solganick Direct) a t 29, Tr. (Solganick) a t 2471_72.
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4

5

6

7

8

9

1 0 3.

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

19

20

2 1

Oppone nts  of e limina ting the  top two volume tric tie rs  a rgue  tha t doing so would re duce

the  incentive  for cus tomers  to adopt DG or EE. However, the  record is  clea r tha t e limina ting the

highe s t two tie rs  be tte r a ligns  the  ra te  de s ign with cos t-ca us a tionllz a nd re duce s  the  e xce s s

recove ry of fixed cos ts  from cus tomers  whose  usage  pushed them into the  two highes t tie rs .Il3

The  two higher tie rs  a re  a  s ignificant drive r of intra -class  cross-subsidiza tion and has  contributed

to  the  Compa ny's  ina b ility to  e a rn  its  Commis s ion-a u thorize d  re ve nue  re qu ire me nt.H4

More ove r, e ve n with the  e limina tion of the  third a nd fourth ra te  tie rs , 99.5% of the  bills  (ba se d

on te s t yea r bill frequency da ta ) re fle ct usage  of 3,500 kph or le ss .'l5 The  Company's  proposa l

only reduces the  volumetric ra te  for a  portion of 0.5% of the  bills  issued to this  ra te  class .1 lf-

Time-of Use  Ra te s .

TEP  is  propos ing a  two-pa rt TOU ra te  option tha t is  s imila r in s tructure  to the  two-pa rt

TOU ra te  re ce ntly a pprove d for UNS  Ele ctric. The  Compa ny will de fa ult ne w cus tome rs  to the

TOU two-pa rt ra te  a fte r the  ra te  e ffe ctive  da te  unle ss  the y spe cify the ir de s ire  to be  pla ce d on

one  of the  othe r ra te s . The  monthly ba s ic s e rvice  cha rge  will be  $12. The re  will be  two

volume tric tie rs , ins te a d of the  s ingle  tie r in the  curre nt TOU ra te . The  pe a k pe riod for summe r

will be  shortened to 3:00 p.m. - 7:00 p.m (from 2:00 p.m. - 8:00 p.m.), and the  winte r peaks  will

be  shortened to 6:00 - 9:00 a .m. and p.m (from 6:00 a .m. to 10 a .m. and 5 p.m. to 9:00 p.m.).

Although s ome  pa rtie s  a ppe a r to conte s t the  ba s ic s e rvice  cha rge  a s  too high, the

propos e d $12 cha rge  for the  TOU a nd thre e -pa rt ra te  options  is  only s lightly highe r tha n the

curre nt $11.50 cha rge  for TOU cus tome rs .ll7 More ove r, S ta ff would pre fe r the  TOU ba s ic

service charge to match the higher proposed $15 charge for standard two part rates. 1 is

22

23

24

25

26

27

112 Ex. TEp-32 (Jones Direct) at 41 :]2_17 and 45:1_13.
113 EX. TEp-32 (Jones Direct) at 42.
114 See Ex. TEp-30 (Jones Direct) at 41-42.
115 See Ex. TEP-2 (Schedules), Schedule H-5, page 1 0f45, Ex. TEP-22 (Dukes Rebuttal) at 7:12-
16.
116 Ex. TEp-22 (Dukes Rebuttal) at 7:15-l8.
117 See TEp_32 (Jones Rejoinder), Exhibit cAJ_R1_1, page 7 of 23.
118 Tr. (Solganick) at 2472-73.
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l

2

3

4

5

6

RUC() ha s  propos e d its  own form  of two-pa rt TOU ra te . It s e e ks  to us e  thre e  volum e tric

tie rs ,  e ve n though TEP 's  curre nt TOU ra te  ha s  only a  s ingle  tie r.  RUCO a ls o s e e ks  a  ra te  tha t

include s  a  much la rge r ra te  s pre a d for on-pe a k ve rs us  off~pe a k tha n curre ntly us e d - more  tha n

twice  a s  gre a t] 19 R UC O  fu rth e r p ro p o s e s  v o lu m e tric  ra te s  th a t  s im p ly d o  n o t  t ra c k th e

Compa ny's  cos ts . 120 For e xa mple , RUCO is  propos ing a  tie r with a  1.1 ce nt pe r kph ra te , which

R UC () a d m its  is  we ll b e lo w TE P 's  m a rg in a l c o s t  o f p o we r RUCO 's  TO U ra te ,  in  e ffe c t,

7 s e e ks  to  d ra s tic a lly c h a n g e  e v e ry e le m e n t o f th e  c u rre n t TO U ra te . W h ile  TE P  s u p p o rts

8

9

m odific a tions  to  its  TO U ra te ,  TE P  s ubm its  tha t its  p ropos a l is  a  m ore  g ra dua l,  c o s t-ba s e d

approach. 122

10

12

13

14

15

16 4.

17

18

TE P 's  p ropos e d  TO U ra te ,  in  c om bina tion  with  the  p ropos e d  c us tom e r ou tre a c h  a nd

e duca tion,I23 is  a  gra dua l a nd a ppropria te  s te p to e ncoura ge  more  cus tome rs  to us e  TOU ra te s .

The  gra dua l a pproa ch a lso is  le s s  like ly to re sult in uninte nde d circums ta nce s .

With  the  s horte r on-pe a k tim e  pe riods  be ing  propos e d for the  s ta nda rd  re s ide ntia l TOU

ra te s  the  Compa ny ha s  propose d to ca nce l the  curre nt S upe r-P e a k TOU ra te , a s  wa s  done  for UNS

Ele ctric . No pa rty ha s  obje cte d to this .

Optiona l Thre e -P a rt Ra te s .

No  p a rty h a s  s p e c ific a lly o p p o s e d  th e  two  o p tio n a l th re e -p a rt  ra te s  fo r re s id e n tia l

cus tome rs , e xce pt re ga rding the  a mount of the  ba s ic cus tome r cha rge  (which ha s  be e n a ddre s se d

19 a bove ).

20 5. Service Fees.

21

22

TEP has proposed updated service fees.l24 Staff made recommendations regarding the

service fees that are acceptable to the Cornpany.I25 These service fees appear to be uncontested

24

25

26

27

119 Tr. (Huber) a t 1660-61 .
120 See Tr. (Huber) at 1659-60.
121 S ee  Tr. (Huber) a t 1660-62.
122 Tr. (Hube r) a t 1663-64.
123 S ee  Ex. TEp-32 (J ones  Re joinde r) a t 4.

123 S e e  Ex. S -10 (S olga nick Dire ct) a t 44-47, Ex. TEP -31 (J one s  Re butta l) a t 32.
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1

2

and should be  adopted. The  Company will submit the  modified se rvice  fees  in the  S ta tement of

Charges  tha t will be  tiled as  pa rt of its  compliance  ta riffs .

3 D. Lifeline Rates.

4

5

6

7

8

TEP curre ntly ha s  27 diffe re nt Life line  ra te s , 22 of which a re  froze n a nd ma ny of which

ha ve  only a  ha ndful of cus tome rs  on the m.126 The  multiple  Life line  ra te s  ha ve  a  va rie ty of

discount mechanisms, ranging from fla t dolla r discounts , to varying percentage  discounts . These

multiple  options  a re  confus ing for both cus tomers  and TEP 's  cus tomer se rvice  repre senta tive s .

TEP  is  s e e king to s implify its  Life line  ra te s  a nd ma ke  the m more  unde rs ta nda ble  for e ligible

Life line  cus tomers .

12

13

14

15

16

17

18

19

20

21

22

TEP is  propos ing to move  a ll Life line  cus tome rs  to a  s ta nda rd re s ide ntia l ra te  a nd the n

provide  a  fla t monthly discount. The  fla t dis count is  de s igne d to produce  a  dis count s imila r to

wha t the  Life line  cus tome r is  curre ntly re ce iving. Give n the  curre nt comple xity of the  Life line

ra te s , the  Compa ny is  propos ing four diffe re nt le ve ls  of monthly dis count: $15, $18, $30 a nd

$40, The  a pplica ble  dis counts  a re  s e t forth in  the  bill impa ct s umma ry include d with the

Re joinde r te s timony.127 TEP 's  Life line  proposa l will incre a se  the  tota l a nnua l Life line  funding

from s 1.8 million to $2.8 millions "

TEP a lso has  committed to a  $150,000 annua l sha reholde r contribution for the  next five

years to fund low-income bill assistance programs.129

S ta ff supports  TEP 's  propose d move  to a  fla t Life line  discount.l30 Howe ve r, S ta ff ha s

e xpre sse d a  conce rn tha t the re  could be  80 to 350 Life line  cus tome rs  tha t ma y re quire  highe r

dis counts  in orde r to be  more  in pa rity with the ir curre nt dis counts .'31 The  Compa ny ma y be

a me na ble  to incre a s ing a  limite d numbe r of dis counts , but is  conce rne d a bout incre a s ing the

23

24

25

26

27

126 Ex. TEp_30 (Jones Direct) a t 57-58. See  a lso Ex. TEp-32 (Jones Rejoinder), Exhibit CAJ-RL
1.
127 See Ex. TEp-32 (Jones Rejoinder), Exiiibii CAJ_RJ_2.
128 Ex. TEp-31 (Jones Rebuttal) at 22.
129 Tr. (Smith) a t 1872:23-25.
130 See Ex. s-11 (Solganick Rebuttal) a t 18.
131 See Tr. (Solganick) at 2342-43.
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1

2

'tJ

cos ts  to the  othe r re s ide ntia l cus tome rs  from the  incre a s e d dis counts , pa rticula rly give n tha t the

Life line  s upport is  a lre a dy incre a s ing by $1 million a nnua lly.

F in a lly,  a s  with  UNS  E le c tric ,  TE P  is  willin g  to  lo o k in to  wa ys  to  in c re a s e  Life lin e

4 e nrollm e nt.

5 E. Small General Service Rates.

6

7

8

9

10

11

12

The  Com pa ny p ropos e s  a  ra te  s truc tu re  fo r the  S G S  cus tom e r tha t pa ra lle ls  the  ra te

s truc ture  for re s ide ntia l s e rvice ,  e xce pt tha t the ir curre nt TOU pe riods  will re m a in  in  e ffe c t to

ma tch the  othe r comme rcia l c la s s e s . S GS  cus tome rs  could ta ke  s e rvice  unde r a  two-pa rt ra te , a

two-pa rt TOU ra te  a nd s ta nda rd a nd TOU thre e -pa rt ra te s .132 The  Ba s ic  S e rvice  Cha rge  for the

s ta nda rd two-pa rt ra te  would be  s e t a t $27 pe r m onth,I33 which is  a c tua lly be low the  m inim um

s ys te m cos t for thos e  cus tome rs .l34 For the  othe r ra te  options , the  Ba s ic  S e rvice  Cha rge  will be

$22. The  $5 diffe re ntia l tra cks  the  s os  diffe re ntia l a pprove d in the  UNS E Ra te  Orde r.135

13 F . Residential and Small General Service DG Rates.

14

15

As  provide d in the  Augus t 22, 2016 proce dura l orde r, ra te  options  for ne w re s ide ntia l a nd

S GS  DG cus tome rs  will be  a ddre sse d in P ha se  2 of this  docke t.

16 P re p a y P ilo t  P ro g ra m .

17

18

19

20

G .

The  e vide nce  pre s e nte d ove rwhe lm ingly s upports  TEP 's  P re pa y Me te ring P ropos a l a s  a

volunta ry pilot progra m . The  Com pa ny a gre e s  with  S ta ff" s  re com m e nda tion to  im ple m e nt the

pre pa y progra m unde r pilot s ta tus  to s tudy s uch ite ms  a s  cus tome r s a tis fa ction, progra m e ne rgy

a nd de m a nd s a vings ,  cus tom e r inte re s t a nd othe r inform a tion.I36 Eve n on c ros s -e xa m ina tion,

ACAA witne s s  Cyn th ia  Zwic k a dm itte d  tha t the  p rogra m  prov ide d  op tions  a nd  would  be ne fit21

22

23

24

25

26

27

132 S e e  Ex. TEp-32 (J one s  Re joinde r), Exhibit CAJ -RJ -1 a t pa ge s  17, 18 0>23.
133 See Ex. TEp-32 (Jones Rejoinder) at 3, Exhibit CAJ-RJ-1 at page 17 otl23.
134 See  Ex. TEp-45 (Schedule  G_6_1).
13: De cis ion No. 75697 a t 67:]8-20.
136 Ex. TEp-34 (smiiii Re butta l) a t 3:9-1 1, 10: 14-16.
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20

2 1

2 2

23

some customers  tha t participa te .]37 However, ACAA opposes  the  pilot program because  of what

ACAA perceives to be potentia l detriments to some customers that participate . 138

As  TEP  witne ss  Denise  Smith expla ined, the  prepay program gives  cus tomers  a  choice

and promote s  ene rgy conse rva tion: "[i]n addre ss ing specific ACAA conce rns  rega rding P repay

progra ms , it is  he lpful to cons ide r the  ke y conce pts  be hind offe ring pre pa yme nt a s  a  billing

option: (1) the  progra m's  dire ct ca us e  a nd e ffe ct s tructure  e na ble s  cus tome rs  to ha ve  more

control over the ir spending habits  in the  same manner tha t people  often choose  to utilize  cash or

de bit ca rds  ve rsus  cre dit ca rds , (2) a  billing option tha t more  close ly time s  cus tome r's  e ne rgy

consumption a nd pa yme nt to inform cus tome rs  in ma king proa ctive  choice s  a bout how much

e ne rgy the y consume a nd (3) cus tome rs  who commit to  pre pa ying  for the ir e ne rgy a re

necessa rily re lieved from pos ting a  depos it because  the re  is  theore tica lly le ss  risk of an unpa id

Prepa id energy has  a  well-es tablished track record in Arizona  as  a  popular option tha t has

be e n de mons tra te d to yie ld e ne rgy s a vings  a mong pa rticipa nts . For e xa mple , the  S a lt Rive r

Project ("SRP") M-Power program currently cla ims  ove r 80% of pa rticipants  a s  sa tis fied or ve ry

s a tis fie d, a nd a  re ce nt s urve y of Arizona  P ublic S e rvice  Compa ny's  ("AP S ") pre pa y progra m

participants  yie lded top sa tisfaction scores of 71 % and 78% among two participant groups.'40

Ms . S mith  e xpla ine d  tha t a  pre pa id  progra m a ls o  promote s  e ne rgy cons e rva tion:

"[p]re pa y, is , in fa ct, a  powe rful be ha viora l EE progra m in which cus tome rs  ca n re duce  the ir

energy consumption through a  se ries  of behaviora l changes  leading to conserva tion. During this

ra te  ca se  the  Compa ny is  re que s ting a pprova l of the  ta riff(s ) upon which to build the  progra m

and then, as  a  second s tep, it will seek approva l of the  Prepay program as  an EE measure  in the

Company's  behaviora l program through its  EE Implementa tion P lan docke t.a>I4I

24

25
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27

137 Tr. (Zwick) a t 632: 6_14.
138 Tr. (Zwick) at 632: 6-14.
139 Ex. TEp-34 (smith Rt-butta 1l a t 10: 19-27.
140 Ex. TEp-33 (smith Dire ct) a t 6:9-13.
141 Ex. T18p-34 (smith Re butta l) a l ll: 6_11 .
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1

2

3

Pe r S ta ffs  re comme nda tion, the  Compa ny ha s  a lso propose d to offe r a  Life line  ve rs ion

of the  Pre -Pay ra te  tha t will provide  qua lifying low income  cus tomers  the  same  leve l of discount

they would otherwise  have  rece ived under other ra te  options.

4 H . Bill Impa c ts .

5

6

7

8 cus tome rs  would incre a se  by a pproxima te ly $2.15 pe r month, or 2.2%.]43

9

1 0

Under the  Company's  proposed ra te  des ign and us ing the  Company's  proposed revenue

a lloca tion, the  bill incre a se  for a n a ve ra ge  re s ide ntia l cus tome r on a  s ta nda rd two-pa rt ra te  is

a pproxima te ly $8.15 pe r month, or 7.7%.142 The  a ve ra ge  bill for s ta nda rd low-income  Life line

The se  bill impa cts

would change  somewha t if the  Commiss ion adopts  a  diffe rent cla ss  revenue  a lloca tion than the

Company's  proposa l.

11 VI.

1 2

The rate design for medium and large commercial and industrial customers must be

modernized.

13

1 4

15

1 6

1 7

1 8

19

20

As with re s identia l ra te  de s ign, the  ra te  de s ign for TEP 's  medium and la rge  commercia l

a nd indus tria l cus tome rs  is  a ntiqua te d. This  ra te  de s ign s hould be  mode rnize d to bring cos t

re cove ry more  in line  with cos t ca usa tion, a nd to a dd cla s se s  to re fle ct the  diffe re nce s  a mong

the se  cus tome r groups . A critica l pa rt of this  mode rniza tion is  cre a ting a  ne w Me dium Ge ne ra l

Service  ("MGS") ra te , which provides  a  middle  ground be tween the  SGS ra te  and Large  Genera l

S e rvice  ("LGS ") ra te . TEP  is  a ls o propos ing a  ne w l38kv ra te , which will be  a va ila ble  to the

Compa ny's  la rge s t cus tome rs  who ta ke  se rvice  a t high volta ge s  a nd do not ca use  dis tribution

cost to the  system.

2 1 A. The new Medium General Service Class is needed to reflect the nature of

22 these customers.

23

24

TEP  only ha s  two ge ne ra l s e rvice  c la s s e s , S GS  a nd LGS . The s e  two cus tome r c la s s e s

e a ch conta in a  wide  ra nge  of cus tome r loa d s ize s . For e xa mple , us a ge  by S GS  cus tome rs  ra nge s

25

26

27 142 Ex. TEp-32 (Jones Rejoinder), Exhibit CAJ-RJ-2.
143 Ex. TEp-32 (Jones Rejoinder), Exhibit CAJ-RJ-2.
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from le s s  tha n a  fe w hundre d kph pe r month pa  one  million kph pe r mont/4.I44 Those  high

usa ge  S GS  cus tome rs  a re  a lso typica lly high loa d fa ctor cus tome rs . The y us e  the  grid more

e fficie ntly tha n the  othe r cus tome rs  in the  ve ry dive rs e  S GS  cla s s . Howe ve r, the  curre nt ra te

design is  based on an average usage of the  customer class and, as a  result, the  more efficient use

of the  grid by high load factor cus tomers  is  not rewarded. The  SGS cla ss  is  s imply too broad to

appropria te ly match cost causa tion to cost recovery.

The  proposed MGS ra te  will conta in approximate ly 4,000 former SGS cus tomers  and 85

former LGS customers .145 The  new MGS ra te  will apply to customers  tha t have  a  load of 20 kW

to 300l<w."" Be fore  a  cus tome r is  tra ns fe rre d from the  S GS  to the  MGS  cla s s , the  cus tome r

mus t us e  24,000 kph in tota l ove r two cons e cutive  months .147 TEP 's  MGS  ra te  cla s s  is

ba s ica lly the  s a me  a s  the  ne w MGS  ra te  cla s s  a pprove d for UNS  Ele ctric in the  UNS E Ra te

Order. 148 staff agrees with adding the so class. 149

Some pa rtie s  have  ra ised conce rns  about the  potentia l bill impacts  of the  trans ition from

S GS  to MGS  ra te s . The  Compa ny ha s  a na lyze d bill impa cts  for a  s a mple  of tra ns itioning

cus tomers .l50 These  bill impacts  a re  rea sonable . Indeed, based on the  bill impact ana lys is , the

MGS  ra te  de s ign will be ne fit high loa d fa ctor cus tome rs  who use  the  sys te m more  e fficie ntly,

who comprise s  mos t of the  S GS  cus tome rs  tra ns itioning to the  MGS  ra te .I51 More ove r, e ve n

S OLON a gre e s  tha t a pproxima te ly 80% of pote ntia lly tra ns itioning S GS  cus tome rs  will s e e  a

rate  increase of less than 2.2%.I52

20

2 1

2 2

23

24

25

26

27

144 Tr. (Jones) a t 279516-13 (one customer a t one million kWh/month), Ex. TEP-2 a t Schedule  H-5
Unadjusted, page 29-45, under the  heading "Usage Range".
145 Ex. TRp-30 (Jones Direct) a t 37:18-24.
146 Ex. TEP-31 (Jones Rebutta l) a t 13:7-8 (300 kW cap), Ex. TEP-30 (Jones Direct) a t 37:24 (20
kW minimum).
147 Ex. TEp-31 (Jones Rebutta l) a t 17, Ex. TEp-32 (Jones Rejoinder) a t 26_27.
148 Decision No. 75697 (August 18, 2016) a t 66-67 and 85 (discussing ra tes for MGS class).
149 Ex. s-10 (Solganick Direct) a t 33.
150 See  Ex. TEp-43 (Table  re  s is  to MGS bin impacts ).
151 Se e  Ex, TEp-43 (Ta ble  re  s is  w MGS bill impa cts ).
152 Tr. (se ibe l a t 2745-47.
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1 1. MGS Transition Process.

2

3

4

5

6

7

The  Com pa ny ge ne ra lly a gre e s  with  S ta ffs  re com m e nda tions ,  inc luding ke e ping the  ra te  ca s e

ope n for 18 m onths  to  a ccount for a ny una ntic ipa te d cus tom e r ra te  im pa cts .  The  Com pa ny will

de ve lop m ultiple  form s  of com m unica tion for the  tra ns itioning cus tom e rs  a nd ha s  de ve lope d a

pla n to  inform  the s e  cus tom e rs  be fore  the y a re  m ove d to  the  ne w MGS  ra te . l54 The  tra ns ition

pla n include s :

8

9

10

If the  Commis s ion  a pprove s  the  MGS  ra te s , the  Compa ny will promptly be gin

providing information about the  new ra tes  to the  cus tomers  most like ly to be  migra ted

to the  MGS ra te .

11

12

13

14 •

15

16 •

17

18

Educa tiona l ma te ria ls  de ta iling the  ne w ra te s  will be  ma ile d (tra ditiona l a nd via

ema il, if known) to cus tomers  and will be  ava ilable  on TEP 's  webs ite  and included in

the  Company's  business customer e-newsle tter.

SGS cus tomers  tha t qua lify for the  LGS ra te  (imputed demand grea te r than 500 kw)

will be  moved to the  LGS ra te  with the  firs t billing cycle  a fte r the  ra te  e ffective  da te .

SGS cus tomers  with usage  mee ting or exceeding 24,000 kph in consecutive  months

will a utoma tica lly be  move d to the  MGS  ra te  on the  firs t billing cycle  a fte r the  ra te

e ffective  da te .

19 • Howe ve r, ne w MGS  cus tome rs  will not imme dia te ly e xpe rie nce  a  de ma nd cha rge .

20 Ins te a d, a  two pa n MGS  tra ns ition ra te  will a pply lOt the  Ers t nine  months . During

21

22

23

24

these  nine  months , MGS bills  will re flect a  $0.0 pe r kW cha rge  so tha t cus tomer can

begin to track and manage their kW demand.

Once  the  nine  month tra ns ition pe riod is  ove r, the  ne xt billing cycle  will re fle ct the

Final MGS ra tes.

25

26

27 153 Ex. s-10 (Solganick Direct) at 33-35.
154 Ex. TEP-3] (Jones Rebuttal) at 14, 16-17.
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1 • The  nine  month tra ns ition pe riod will provide  tra ns itioning cus tome rs  with a t le a s t

2

3

4 2.

5

6

7

8

9

nine  months  of demand da ta . Furthe r, keeping the  ra te  case  open for 18 months  will

a llow any inadvertent impacts  to be  addressed if appropria te .55

Gra nd fa the ring DG SGS cus tomers who qua lify for MGS rates .

Ce rta in pa rtie s  ha ve  e xpre sse d conce rns  a bout e xis ting S GS  cus tome rs  with curre ntly

e xis ting DG fa cilitie s  who qua lify for the  MGS  cla s s . TEP is  willing to provide  these  cus tomers

with the  option of re ma ining on ho pa rt ra te s . The  two pa rt ra te s  for the se  gra ndfa the re d DG

customers  would be  the  two-part MGS trans ition ra te  described above , except it would remain in

e ffe ct for the  gra f fa the ring pe riod a pprove d in Pha se  2 (cons is te nt with the  gra ndfa the re d ne t

10 me te ring ride r), ra the r tha n for nine  months .

11 B . Demand ratchets are appropriate for these customer classes.

1 2
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1 8
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20
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23

In  TEP 's  la s t ra te  ca s e , it re que s te d a  100% de ma nd ra tche t for la rge  ge ne ra l s e rvice

cus tome rs , but s e ttle d for a  75% ra tche t a s  pa rt of a  compre he ns ive  s e ttle me nt.156 A "ra tche t" is

a  b illing  p rovis ion  unde r whic h  the  de ma nd  c ha rge  fo r e a c h  month  is  ba s e d  on  the  h ighe s t

me a s ure d or bille d de ma nd ove r a  pe riod of time  in  the  pre vious  ye a r. The  75 pe rce nt ra tche t

he lps  e ns ure  a  s ta ble  le ve l of de ma nd re ve nue  a nd more  c los e ly a ligns  cos t re cove ry with the

cos t ca us a tion.l57 In  th is  c a s e ,  TEP  s imply s e e ks  to  c on tinue  the  e xis ting  de ma nd  ra tc he t

a pprove d by the  Commis s ion. In  a ddition , a  de ma nd ra tche t is  propos e d for the  MGS  c la s s .

TEP  is no t a s king to e xte nd the  ra tche t to re s ide ntia l or s ma ll ge ne ra l s e rvice  cus tome rs .

The  de ma nd  ra tc he t looks  a t the  ma ximum de ma nd  us e d  fo r b illing  purpos e s  in  the

pre ce ding ll months , a nd the  ra tche t will a pply if the  de ma nd tha t month is  75% of tha t le ve l or

lowe r_58 Whe n the  ra tche t a pplie s , the  de ma nd cha rge  is  s e t a t this  75% le ve l. Thus , the  ra tche t

ope ra te s  a s  a  type  of minimum de ma nd cha rge , but a llows  the  cus tome r to re duce  tha t minimum

24

25

26

27

155 Ex. TBp-31 (Jones Rebuttal) at 16-17.
156 De cis ion No. 73912 (J une  27, 2013) a l 14:19-23 (noting 100% ra tche t proposa l) a nd
Atta chme nt J , Ta riff S he e t 204 (re fle cting 75% ra tche t).
157 Ex. TEP -32 (J ones  Re joinde r) a t 12-14.
15s  S e e  TEP 's  curre nt ta riff she e t numbe r 204 (LGS -13 ta riff) unde r the  he a ding "Billing
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1

2

3

4

cha rge  by re ducing the ir ma ximum de ma nd during a  rolling l l month pe riod. The re fore , the

de ma nd ra tche t he lps  e ns ure  a  minimum le ve l of de ma nd re ve nue s  to the  utility-re cognizing

tha t infra s tructure  inve s tme nts  me e t a  cus tome r's  de ma nd a re  re la tive ly long-te nn-while  giving

the  cus tomer the  ability to reduce  the  demand cha rge  by reducing the ir maximum demand ove r

5 time .

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5
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18

Ratche ts  were  expanded to additiona l cla sses  in the  la s t ra te  case  to he lp mitiga te  intra -

class  subsidies . Ra tche ts  a re  a  common method of ass igning the  actua l demand tha t a  customer

places on the  system.59 Mr. Jones a lso notes tha t the  a lternatives are  to assign these  costs  to "be

paid by other customers" or to crea te  a  seasonal ra te  tha t recovers  these  costs  by higher charges

on these  same customers.'60 Demand charges recover long-term costs  for facilities  such as wires,

pole s  a nd ge ne ra ting re source s . The  de ma nd ra tche t he lps  e nsure  tha t de ma nd re ve nue s  will

cove r the s e  cos ts , while  a ls o  s e nding a ppropria te  price  s igna ls  to  the  me dium a nd la rge

commercia l customers to reduce  demand over the  long term.

Howe ve r, the  Compa ny ide n tifie d  a  ha ndfu l o f po te n tia l MGS  a ccoun ts  tha t a re

e xtre me ly counte r s e a sona l. The se  a ccounts  dra w s ignifica nt powe r for a  short pe riod of time

during the  low us e  winte r pe riod. To limit the  impa ct of the  ra tche t on the s e  cus tome rs , the

Company is  propos ing to amend the  MGS ta riff to include  a  seasona lity clause ."" The  Company

is  propos ing to a dd a  provis ion to the  MGS  ta riff tha t will a pply to thos e  full re quire me nts

1 9 cus tome rs  who consume  90% or more  of the ir kph during the  winte r pe riod (Octobe r-April, as

20

2 1 62

22

de fined by the  TEP ta riffs ). The  provis ion includes : wa iving the  ra tche t mechanism, wa iving the

MGS  ca p, a nd a pplying s e ction 7.C.7.g of the  Compa ny's  Rule s  a nd Re gula tions .. The

Compa ny propose s  wa iving the  ra tche t for the  cus tome rs  qua lifying for the  se a sona lity cla use

23

24

25 I 62

26

27

159 Ex, ws e -32 (J one s  Re butta l) a t 36.
160 Ex. UNSE~32 (Jones Rebuttal) at 36.
161 Ex. TEp-3] (Jones Rebutta l) a t 15.

"Unus ua l Loa ds ; Line  e xte ns ions  to unus ua lly s ma ll loa ds  not cons is ting of a  re s ide nce  or
pe rma ne nt building (Ag. individua l lights , we lls , s igns , e tc.) will not be  gra nte d the  five  hundre d
(500) foot a llowance  but will ins tead be  required to advance  any costs  of se rvice  in excess  of the ir
e s tima te d two ye a rs  a nnua l re ve nue . Re funding will be  a ccording to S ubs e ctions  7.C.l.c a nd
7.C.3.a .iv."
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be ca us e  the ir cons umption doe s  not occur during s umme r months  a nd e xpos ing the m to the  full

s ys te m cos ts  implicit in the  ra tche t me cha nis m would be  ove rly punitive  from a  ra te  pe rs pe ctive .

Applying S e c tion 7 .C.7.g  ins ure s  tha t,  the  loca lize d infra s truc ture  cos ts  a s s oc ia te d dire c tly

with  the ir s ignifica nt powe r dra w will be  re cove re d,  thus  lim iting the  ne e d for the  h ighe r ba s ic

s e rv ic e  c h a rg e s  a n d  p re v e n tin g  th e s e  s e a s o n a l c u s to m e rs  fro m  b e in g  s u b s id iz e d  b y o th e r

Th e  C o m p a n y re c o g n iz e s  th is  p ro p o s a l d o e s  n o t fu lly fo llo w tra d itio n a l c o s t

a lloca tion  of de m a nd re la te d  cos ts ,  but be lie ve s  it is  a  re a s ona ble  propos a l for a  doze n or s o

c us tom e rs  with  ve ry unus ua l loa d  p ro file s . F u rth e r,  th is  ra te  will o n ly b e  a v a ila b le  to  fu ll

re quire m e nts  cus tom e rs  be ca us e  cus tom e rs  who ne t m e te r to ze ro through the  s um m e r but s till

dra w powe r through the  ye a r s hould  fu lly contribute  the ir cos ts  to  the  grid  a s  the y fu lly u tilize

the  grid year round.165

c .12 The frozen mobile home rate should not be unfrozen.

13

14

Many years  ago, the  Commission approved a  specia l ra te  schedule  for mobile  parks  (now

known a s  ra te  sche dule  GS-1 IF). The  Commiss ion la te r e na cte d a  rule  prohibiting ne w mobile

15 hom e  "m a s te r m e te rs " s itua tions  like  th is . A.A.C .  R14-2 -205 . The  Com m is s ion  froz e  the

16

17

18

spe cia l mobile  home  ra te  15 ye a rs  a g0.166 Now, AECC a nd a  mobile  home  pa rk (Tucs on

Meadows) request tha t this  ra te  be  unfrozen. This  ra te  is  not cost-based, is  highly subsidized and

should not be  unfrozen.

19 TEP met with Tucson Meadows be fore  the  ra te  case  and advised them tha t the  ra te  was

20

21

22

23

froz e n  a nd  the y c ou ld  no t be  p la c e d  on  the  ra te  un le s s  the  Com m is s ion  a u tho riz e s  Tuc s on

Me a dows  to m ove  to  the  froze n ra te  in  this  ra te  ca s e . AECC witne s s  Higgins  a dm itte d tha t this

Nota b ly,  Tuc s on  Me a dows  purc ha s e d  the  bus ine s s  in  l979_  m a ny ye a rs  be fo re  the  ra te  wa s

24

25

26

27

163 Ex. TEP-31 (Jones Rebuttal) at 15.
164 Ex. TEp-31 (Jones Rebuttal) at 16.
165 Ex. TEP-31 (Jones Rebuttal) at 16.
166 EX. TEp-32 (Jones Rejoinder) at 20:25.
167 Tr. (Higgins) at 1066-67.
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the  customer's  responsibility to se lect from the  ra te  schedules available  to them.I69

The  bigges t problem with the  mobile  home  ra te  is  tha t it is  highly subs idized. Indeed, the

frozen ra te  is  le ss  than the  re s identia l ra te .170 Even Mr. Higgins  admitted tha t he  doesn't

a ny re a son why it should be  le s s  tha n the  re s ide ntia l ra te ."'7' Furthe r, Tucson Me a dows  would

s till be  pe rmitted to rese ll the  power a t the  res identia l ra te , turning a  profit on the  power Ir did not

produce , contra ry to the  Legis la ture 's  intent.

Tucs on Me a dows  ha s  othe r options . It could a s k the  Le gis la ture  to a llow it to cha rge

more  for re s e lling e le ctricity. It could ha ve  TEP  ta ke  ove r s e rvice  to the  individua l mobile

10 homes. It could trea t the  ra te  diffe rentia l a s  a  cos t of doing business . But unfreezing an obsole te

and highly subsidized ra te  is  inappropria te ,

1 2 D. Kroger's multi-site commercial rate should be rejected.

1 3

1 4

1 5

1 6

1 7

1 8

1 9

Kroge r reques ts  the  Commiss ion cons ide r a  new multi-s ite  commercia l ra te . Kroge r ha s

not propose d a  spe cific ra te  but it re que s ts  a  "s tudy" to "inve s tiga te " the  multi-s ite  comme rcia l

ra te .l72 No s tudy is  needed, because  the  multi-s ite  commercia l ra te  is  a  bad idea . Kroger witness

Ba ron wa s  una ble  to ide ntify a ny utilitie s  in Arizona  tha t ha ve  a  multi-s ite  comme rcia l ra te .I73

Mr. Ba ron sugges ted tha t a  discounted multi-s ite  ra te  is  appropria te  because  it is  "unlike ly" tha t

each of the ir loca tions  would "achieve  maximum demand a t the  same  time ."174 But Kroge r has

not provide d de ma nd da ta  to va lida te  this  cla im.I75 In a ddition, Kroge r's  s tore s  a re  s imila r

20

2 1 like ly tha t the s e  fa c ilitie s ' de ma nd

facilitie s , in the  same  line  of bus iness , and loca ted in the  same  se rvice  a rea .176 The re fore , it is

will o ccu r a ro u n d  th e  s a me  time . Furthe r, b illing

22

23

24

25

26

27

168 Tr. (Higgins) a t 1068.
169 Tr. (Higgins) a t 1068.
170 Tr. (Higgins) at 1069.
171 Tr. (Higgins) a t 1069.
172 Tr. (Higgins) a t 853-54.
173 Tr. (Baron) at 856:13_20.
174 Tr. (Baron) at 854.
175 Tr. (Baron) at 854.
176 Tr. (Baron) at 855.
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1

2

. . . . . . 77 . . . . . .
de te rmina nts  a re  ba s e d on mdlvldua l s e rvice  po1nts .l In a ddition, provxdlng a  multi-s nte

. . . 17
discount would require  other cus tomers  to make  up the  diffe rence . s

3 E. Modific a tions  to  the  LGS  Ta riff.

4 The  ne w LGS  ra te  will a pply to  cus tome rs  with  a  loa d  of 300 kW to  5 ,000 kw. The

5

6

7

8

9

10

11

12

curre nt 75% ra tche t will continue  to a pply. Additiona lly, the  off-pe a k e xce s s  de ma nd provis ion

wa s  a dde d to the  LGS-TOU ra te  to be  cons is te nt with the  curre ntly e ffe ctive  LPS-TOU off pe a k

demand provision.l79

Wa lma rt propos e s  s hifting  a dditiona l re ve nue  in  the  LGS -85 (TOU) ra te  from the

volumetric energy charge  to the  demand charge . Walmart pre fe rs  a lloca ting more  revenue  to the

de ma nd cha rge  be ca us e  tha t be ne fits  high loa d fa ctor cus tome rs  who us e  the  s ys te m more

e fficie ntly, a nd it more  a ccura te ly re fle cts  the  dis tinction be twe e n fixe d a nd va ria ble  cos ts .'80

TEP moved substantia lly in this  direction in rebutta l, but not quite  as  fa r as  Walmart prefers .18I

13 F . Modific a tions  to  the  LP S  Ta riff.

14

15

The  Company is  propos ing some  modifica tions  to the  LPS-TOU ra te  and the  e limina tion

of the  standard LPS ra te .

16

17

18

19

20

2]

22

23

Firs t, s ince  the  las t LLP-14 (Ra te  14) cus tomer moved to the  equiva lent TOU ra te  because

it was a  less  expensive  option, the  Company proposed e liminating Rate  14 as u11necessary.'82 No

party objected to cance lling this  ra te .

S e cond, the  Compa ny is  propos ing to cha nge  the  wa y the  powe r fa ctor is  a pplie d a nd

bille d in the  la rge  powe r se rvice  ta riffs  (Ra te s  LP S -90 a nd 138 kV). This  cha nge  to the  powe r

fa ctor~re la te d cha rge s  ma tche s  the  me thod curre ntly in pla ce  for TEP 's  s is te r compa ny UNS

Ele ctric. This  me thod tra cks  the  a mount a  cus tome r's  monthly powe r fa ctor va rie s  from 100%

a nd a pplie s  the  curre nt ta riH"s  de ma nd cha rge  to the  e quiva le nt de ma nd ca lcula te d from the

24

25

26

27

177 Tr. (Baron) at 855.
178 Tr. (Baron) at 855-56.
179 Ex. TEp-30 (Jones Direct) a t 3510_18.
180 Tr. (Tillman) at 1829-31 _
181 Tr. (Tillman) at 1829-31 .
182 Ex. TEP-30 (Jones Direct) a t 46:8-9.
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q
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4

power factor va riance  from 95%. TEP  will a lso apply the  provis ion in its  Rule s  and Regula tions

tha t a llows the  Company to require  ins ta lla tion of power factor correcting equipment on a  regula r

ba s is , if the  provis ion in the  ta riffs  doe s  not e ncoura ge  the  cus tome rs  to ope ra te  a t improve d

power factors. 183

5

6

7

8

9

10

AECC witne ss  Higgins  a rgues  tha t a ll dis tribution trans former cos ts  should be  removed

from the  LPS class  because  many customers  in this  class  own the ir own transformers .]84 But Mr.

Higgins  admitted tha t some  cus tomers  in the  LPS cla ss  do not own the ir own transformers , and

tha t the  transformer cos ts  for thee  transformers  should not be  a lloca ted to othe r c1asses .l85 Mr.

Higgins  propose s  a  spe cia l "upcha rge " for LP S  cus tome rs  tha t use  TEP  tra ns forme rs . But he

doe s  not s a y wha t the  upcha rge  should be .186 The  "upcha rge " proposa l would be  difficult to

adminis te r, and the  be tte r a lte rna tive  is  to include  the  transformer cos ts  for the  LPS cla ss  in the

ra tes for the  LPS class.1 2

13 G. New 138kV Rate.

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

TEP  ha s  one  cus tome r-Fre e port-tha t pre s e ntly ta ke s  s e rvice  a t tra ns mis s ion le ve l

volta ge . This  is  a  re ce nt de ve lopme nt, TEP  s old ce rta in fa cilitie s  to Fre e port to a llow this  to

occur. TEP  now propos e s , with Fre e port's  s upport, a  ne w l38kv ra te . The  ra te  e xclude s

dis tribution sys tem cos ts  and dis tribution line  losses , because  cus tomers  tha t rece ive  se rvice  a t

tra nsmis s ion le ve l volta ge  do not use  the  dis tribution sys te m. This  ne w ra te  will be  offe re d to

cus tomers  taking se rvice  a t a  de live ry voltage  of l38kv or highe r and de live red a t a s ingle point

of service.187 Cus tome rs  ta king s e rvice  on this  ra te  a re  s ubje ct to a  10,000 kW minimum

monthly billing demand. No party has  opposed the  crea tion of this  new ra te .

22 H. Community Solar Rate.

23

24

The  Compa ny is  propos ing to upda te  its  Community S ola r ra te . Although the  e xis ting

ra te  will be  locke d in pla ce  for the  re ma inde r of the  cus tome r's  20-yca r a gre e me nt, a  ne w ra te

25

26

27

183 Ex. TEp~30 (Jones Direct) at 51 .
184 Tr. (Higgins) at 1075-77.
185 Tr. (Higgins) a t 1075-77.
186 Tr. (Higgins) at 1075-77.
187 Ex. TEp-31) (Jones Direct) at 56.
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1 ba s e d on the  re vis e d c la s s  le ve l ba s e  fue l cos t will be  ca lcula te d. The  ne w ra te  will ha ve  the

2

0
.J

4

5

6

7

8

9

sa me , Commiss ion a pprove d, $0.02 pe r kph pre mium a dde d to it a nd will be  a va ila ble  to a ny

customer s igning up for the  program afte r the  e ffective  da te  of the  new ra tes .I88 This  is  the  same

process approved in the  Company's  last ra te case.

The  exis ting frozen Community Sola r ra te s  have  a  20-yea r temp and a re  ba sed on fue l

costs  es tablished in prior ra te  cases . For cus tomers  be ing migra ted from the  current SGS ra te  to

the  MGS  ra te , the y will pa y the  MGS  de live ry ra te s , but will be  a llowe d to ma inta in the  fixe d

Community Sola r ra te  for the  ene rgy blocks  they currently have .189 They will only need to pay

the  ne w MGS  Community S ola r ra te  if the y choose  to purcha se  ne w blocks  or re pla ce  blocks

10 the y droppe d.

11 VII. The  m e te r c ha rge  fo r DG c us tom e rs  s hou ld  re fle c t the ir s e c ond  m e te r.

12

13

14

The  Commis s ion s hould a pprove  a n a dditiona l me te r cha rge  for ne w DG cus tome rs  to

a ddre s s  the  cos t o f the ir s e cond me te r. The  p ropos e d  c ha rge  o f $8 .62  fo r re s ide n tia l DG

cus tomers , and $9.13 for s ma ll gene ra l s e rvice  cus tomers  is  cos t-bas ed.190 Thes e  cos ts  a re  bas ed

15 on  the  Com pa ny's  m a rg ina l c o s t s tudy. Be c a u s e  th e  c h a rg e  will a p p ly o n ly to  n e w DG

16

17

18

cus tome rs , the s e  a re  incre me nta l cos ts , s o it is  a ppropria te  to us e  the  ma rgina l cos t s tudy, a s

oppos e d to his torica l e mbe dde d cos ts .l9l Inde e d, the s e  figure s  a re  cons e rva tive , s ince  the y a re

fo r tra d itiona l me te rs ,  ra the r tha n  the  more  e xpe ns ive  b id ire c tiona l me te rs  re qu ire d  fo r DG

customers. 19219

20

21

22

23

Be ca us e  EFCA ca nnot de ny the  s e cond me te r e xis ts , it a rgue s  tha t the  s e cond me te r is

unne ce s s a ry. Tha t is  incorre c t. Inde e d, EFCA witne s s  Ga rre tt a dmitte d tha t TEP  is  re quire d to

re cord P V production da ta  a nd tha t complying with re gula tory re quire me nts  is  pa rt of TEP 's  cos t

of service .193 The  Commis s ion 's  RES T mie s  re quire  TEP  to  me a s ure  the  ou tput o f a ll s o la r

24

25

26

27

188 Ex. TEP-30 (Jones Direct) at 54,
189 Ex. TEp-30 (Jones Direct) at 54
190 Ex. TEp-32 (Jones Rejoinder) a t 2440_16.
191 Ex. TEp-32 (Jones Rejoinder) at 2418_26.
192 Ex. TEp-32 (Jones Rejoinder) a t 2418_26.
193 Tr. (Garrett) at 2296.
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1

2

3

4

5

6

7

sys tems  of TEP  cus tomers .l94 And the  LFCR P lan of Adminis tra tion a lso require s  this  da ta  for

the  LFCR ca lcuIa tions .195 Moreover, the  second mete r provides  da ta  to TEP tha t could he lp the

Compa ny ma na ge  its  dis tribution s ys te m.I% The  s e cond me te r ca n a ls o dire ctly be ne fit DG

cus tome rs , a s  s hown by the  pe rs ona l e xa mple s  of Mr. Hube r a nd Mr. Tillma n che cking the ir

meters.l97 While  inve rte rs  ma y provide  production da ta , the y do not ha ve  billing  qua lity

a ccura cy, a nd the y produce  da ta  in va rious  forma ts  tha t a re  incons is te nt with TEP 's  billing

system.l98

8

9

Fina lly, it should be  note d tha t the  Commiss ion re ce ntly a pprove d a n a dditiona l me te r

charge  for new DG customers  in the  UNSE Rate  Order. In its  decis ion approving the  charge , the

Commission statedz 1g910

11

12

13

The meter-related costs for the second meter required by DG customers is

not being paid directly by DG customers and is currently being passed on

to non-DG customers. It is appropriate for each DG customer to bear the

14

15

16

17

18

cos t of tha t s e cond me te r.

In  s hort,  the  s e cond m e te rs  a re  ne ce s s a ry to  com ply with Com m is s ion re quire m e nts ,  to

provide  billing qua lity da ta , a nd to a ls o provide  be ne fits  to TEP  a nd DG cus tome rs . The s e  cos ts

would not be  incurre d but for the  choice  of DG cus tom e rs  to ins ta ll DG s ys te m s , s o the y s hould

be a r the  cos t. Accordingly, the  a dditiona l me te r cha rge  s hould be  a pprove d.

1 9 VIII . TEP's proposed Economic DevelopmentRider should be approved.

20 The  Com pa ny's  propos e d  Ride r 13 ,  Econom ic  De ve lopm e nt Ride r ("EDR") is  in te nde d

21

22

to  a ttra c t ne w jobs  a nd e conom ic  a c tivity a nd is  s im ila r to  the  EDR tha t wa s  re ce ntly a pprove d

fo r UNS  E le c tric , The  EDR will p rov ide  a  d is c oun t to  c us tom e rs  tha t qua lify unde r e xis ting

23

24

25

26

27

194 A.A.c. R14-2-1812(B)(1), Tr. (Tillman) at 883-884.
195 Tr. (S olga nick) a t 2345118-23, Tr. (Hube r) a t 147312.
196 Tr. (Solganick) at 2345-47 and 2380_81 .
197 Tr.  (Hube r) a t I569:l-15 a nd (Tillm a n) a t 887-888.

198 Tr. Solganick) at 2347217_23.
199 De cis ion No. 75697 a t pa ge  118, line s  13-16.
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Arizona  e conomic  de ve lopme nt ta x cre dits .200 The  dis count is  gra dua lly pha s e d out ove r [Ive

ye a rs .201 P a rtic ipa ting cus tome rs  could include  ne w cus tome rs  or cus tome rs  who e xpa nd the ir

e xis ting ope ra tions . The  propos e d  d is count is  h ighe r for cus tome rs  tha t "in fill" in  a re a s  with

To qua lify, cus tome rs  mus t ha ve  a  minimum loa d fa ctor of 75% a nd ha ve  a  pe a k de ma nd

of a t le a s t 3,000 kW.203 This  he lps  e ns ure  tha t the  ne w cus tome r doe s  not incre a s e  cos ts  for the

system.204

8

9

10

11

To be  cle a r, TEP  will a bs orb the  non-fue l cos ts  tha t a re  los t a s  a  re s ult of the  dis count.205

As  Mr. Hutche ns  e xpla ine d, TEP  is  willing to be a r the s e  cos ts  be ca us e  the  "long-te nn be ne fits  of

a ttra cting or re ta ining la rge , high loa d fa ctor cus tome rs  gre a tly outwe igh the  s hort-te rm cos ts ."206

At the  time  of the  he a ring, no pa rty a ppe a re d to be  oppos e d to the  EDR.

12 IX.

13 A.

The proposed "buy-through" tariff is premature, harmful to customers, and illegal..

It would be premature to approve a "buy-through" tariff.

1 4 As  re quire d by the  Fortis  s e ttle me nt, TEP  ha s  pre pa re d

1 5

16

17

18

1 9

but doe s  not s upport-a  "buy-

through" ta riff, Expe rime nta l Ride r 14, Alte rna tive  Ge ne ra tion S e rvice . Wa l-Ma rt propose s

ra dica l re vis ions  to this  ta riff, while  AECC witne s s  Higgins  propos e s  two diffe re nt, a nd e ve n

more  problematic, buy-through programs. All of these  buy-through proposa ls  should be  re jected

a s  pre ma ture , ha rmful to cus tome rs , a nd ille ga l-jus t a s  the  buy-through proposa ls  in the  UNS

Electric ra te  case  were  re jected.

20

21

Ap p ro v a l o f a n y b u y-th ro u g h  ta riff is  p re m a tu re  b e c a u s e  Ariz o n a  h a s  o n ly o n e ,

e xpe rime nta l buy-through progra m, AP S 's  AG-I progra m. The  AG-1 progra m wa s  cre a te d a s  a n

22

23

24

25

26

27

200 Ex. TEp-21 (Dukes Direct) 31-32.
201 Ex, TEp-21 (Dukes Direct] at 31 :13-16.
202 Ex. TEp-21 (Dukes Direct) at 32:8-16.
203 Tr. (Dukes) at 137624-13.
204 Tr. (Dukes) at l383:20 to 138437.
205 Ex. TEp-22 (Dukes Rebut) at 18:15-21

_

206 Ex TEp-18 (Dukes Rebuttal) at 18: 19-21.
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e xpe rim e nta l progra m  a s  pa rt of a  s e ttle m e nt in a n AP S  ra te  ca s e .207 It would be  pre m a ture  to

a dopt a  s imila r progra m until the  re sults  of this  e xpe rime nt a re  known a nd a na lyze d.

The  initia l re s ults  of the  AG~l e xpe rim e nt a re  conce rning. AP S  ha s  re porte d s ignifica nt

los s e s ,  high cos ts ,  a nd othe r proble m s .208 AP S  s trongly oppos e s  continua tion of the  progra m .

Th e  AG -l p ro g ra m  will b e  fu lly e xa m in e d  in  th e  p e n d in g  AP S  ra te  c a s e . The  Com m is s ion

s hould wa it until the  AG-l e xpe rime nt is  fully e xa mine d in the  AP S  ra te  ca s e  be fore  orde ring ye t

a no the r ris ky e xpe rim e n ta l ra te  ride r,  e s pe c ia lly one  tha t ha s  s uc h  po te n tia l to  ha rm  o the r

8 cus tome rs .

9 B. Any buy-through program will harm other customers.

10

11

12

13

14

15

Ce rta in la rge  com m e rcia l a nd indus tria l cus tom e rs  fa vor buy through progra m s  be ca us e

the y will g ive  the m  a cce s s  to  the  curre ntly low cos t whole s a le  powe r m a rke t.  But g iving the s e

cus tome rs  pre fe re ntia l a cce s s  to the  lowe s t cos t powe r ge ne ra tion re s ource s  a t the  pre s e nt time

will ra is e  c o s ts  fo r a ll o th e r c u s to m e rs  b y le a v in g  th e m  with  th e  b u rd e n  o f th e  fixe d  c o s t

com pone nt of powe r price s .  Ea ch  of the  buy- through progra m s  goe s  a bout th is  in  a  d iffe re nt

wa y,  but m a ke  no m is ta ke ,  unde r e a ch of the s e  progra m s  non-pa rtic ipa ting  cus tom e rs  will be

16 wors e  off.

1 7

1 8

1 9

20

2 1

22

23

With the  whole sa le  ma rke t a t his toric lows ,209 it is  e a sy to unde rs ta nd the  short-te rm

appea l tha t a  buy-through ta riff has  to offe r la rge  commercia l and indus tria l cus tomers . Today's

low wholesa le  marke t condition enables  the  Company to share  the  benefit of low cost purchased

power across  a ll of its  re ta il cus tomers , a s  compared to a  buy-through program tha t would only

provide  bene fits  to a  se lect cla ss  of cus tomers . For example , unde r TEP 's  origina l buy-through

proposa l, the re  would be  a  0.5 mil incre a se  tor TEP 's  re s ide ntia l a nd comme rcia l cus tome rs  in

the  2017 PPFAC ra te  if a  60 MW buy-through program is  approved.2m Moreove r, the  program

24

25

26

27

207 Tr. (Higgins) a t 1004.
208 See  Arizona  Public Se rvice  Company ("APS") Ra te  Applica tion tiled in Docke t No. E-
01345A-16-0036 by APS witness  Le land Snook, Attachment LRS-06DR (AG-l P rogram
Eva lua tion Report).
209 Tr. (Higgins) a t 1090.
210 Tr. (Sheehan) at l238~39.
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I would shift unre cove re d fixe d cos ts  to non-pa nicipa ting cus tome rs  through future  incre a se s  in

2 non-fuel base  ra tes.

3 AECC witne s s  Higgins  propos e s  two buy-through a lte rna tive s . His  His t a lte rna tive

4

5

6

7

"funds " the  buy thorough progra m with  a pproxima te ly $7 .6  million  in  re ve nue  re duction

(compared to TOP 's  applica tion) for the  LGS, LPS  and high voltage  cla sse s .2l 1 While  cleve rly

de s igne d, the  re a lity is  tha t this  a pproa ch pla ce s  die  burde n on non-pa rticipa ting cus tome rs  in

those  cla sse s  because  the  $7.6 million mus t be  colle cted from a ll non-pa rticipa ting cus tomers .

8 Mr. Higgins  a dmitte d  tha t unde r h is  a pproa ch, the  fo llowing LGS , LP S  a nd high volta ge

9 customers  would have  higher ra tes  if his  Alte rna tive  1 is  approved:

10

11

12

Customers  who do not e lect to participa te  in the  program.

Customers  who do not qua lify for the  program.

Customers excluded from the program because the cap has been reached.2]2

13

14

15

1 6

Mr. Higgins  admits  tha t the re  a re  "winne rs" and "lose rs" unde r his  proposa l, and tha t if S ta ffs  or

TEP 's  ra te  s pre a d is  a dopte d, the  "los e rs " will los e  e ve n more d More ove r, Mr. Higgins  a ls o

conceded tha t the  $7.6 million in "funding" might not be  enough, which would aga in leave  othe r

customers on the hook.214

17

18

19

20

21

22

23

24

Mr. Higgins 's  second a lte ra tive  is  mode led a fte r a  program in e ffect in Portland Gene ra l

Ele ctric's  s e rvice  te rritory. Unde r Higgins  Alte rna tive  2, cus tome rs  who se le ct the  progra m will

continue  to pay the  equiva lent of the ir regula r gene ra tion ra te s  for an initia l pe riod of live  yea rs .

This  propos a l s imply pus he s  the  ha rm to othe r cus tome rs  furthe r out to the  future . Once  the

initia l te rm e xpire s , the  s a me  proble ms  e xis t a s  with the  progra m tha t TEP  wa s  re quire d to

propose , One  of the  lowe s t cos t (a t curre nt price s ) compone nts  of the  ge ne ra tion re s ource

portfolio will be  pre fe re ntia lly a lloca te d to the s e  s e le ct fe w cus tome rs . And the  re ma ining

cus tome rs  will be  le ft with a  more  e xpe ns ive  re s ource  mix, a s  we ll a s  the  re s pons ibility for

25

26

27

211 Tr. (Higgins) a t 1052.
212 Tr. (Higgins) a t 1053-54.
213 Tr. (Higgins) at 1079.
214 Tr. (Higgins) a t 1010-12.
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l

2

3 ,,215

4

5

ma king up los t fixe d ge ne ra tion cos t re ve nue s . As  Mr. J one s  obs e rve d, the  "Compa rly's  fixe d

ge ne ra tion cos ts  do not go a wa y a fte r 5 ye a rs . Mos t of thos e  fa c ilitie s  ha ve  a  us e ful life  of fa r

more  tha n 5 ye a rs .... Thus , Higgins  Alte rna tive  2 "is  jus t a nothe r wa y of s hifting cos ts  to the

re ma ining cus tome rs  for pla nt tha t wa s  pla ce d in s e rvice  to me e t his  clie nt's  ne e ds ."216

Furthe r, unde r a ll thre e  propos a ls  (TEP  a nd Higgins  Alte rna tive s  I a nd 2), TEP  a nd its

6 non-pa rtic ipa ting cus tome rs  fa ce  the  ris k of re turning cus tome r loa ds . As  a  re s ult, TEP  would

7

8

9

not re a lize  a ny long te rm pla nning be ne fits  unde r the s e  type s  of progra m s ince  cus tome rs  would

be  a ble  to re turn to TEP 's  ge ne ra tion s e rvice  with limite d a dva nce d notice . This  provide s  buy-

through cus tome rs  with the  option to re turn to TEP  ge ne ra tion s e n/ice  in the  e ve nt tha t whole s a le

1 0 ma rke t price s  incre a s e  a bove  TEP 's  cos t of ge ne ra tion s e rvice . In a ddition, buy-through

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

19

20

2 1

22

cus tome r loa ds  a re  not inte miptible  a nd if the  buy-through cus tome r's  ge ne ra tion s e rvice

provide r fa ils  to de live r powe r a t a ny time , TEP  would s till be  re spons ible  for s e rving the  buy-

through cus tomer load. Given the se  provis ions , TEP  would s till have  to continue  to account for

the se  buy-through cus tome rs  a s  pa rt of the ir on-going long- a nd short-te nn re source  pla nning

re quire me nts . While  Mr. Higgins  touts  his  s e cond a lte ra tive  a s  prohibiting re turn, on cros s -

e xa mina tion, he  a dmitte d tha t cus tome rs  would be  pe rmitte d to re turn without a ny notice  to a

higher ra te , and then to the  regular re ta il ra te  after three  years.2'8

Anothe r source  of risk for TEP  a nd its  non-pa rticipa ting cus tome rs  occurs  whe n a  buy-

through genera tion se rvice  provider de faults . As  Noble  witness  Bass  aptly expla ined, genera tion

s e rvice  provide rs  ma ke  mone y by buying a t whole s a le  a nd s e lling a t re ta il price s .2'9 This

requires them to take  on the  risk associa ted with long-term wholesa le  contracts , because  they buy

long te rm but bill cus tome rs  monthly.220 The y the re fore  ne e d a  s trong ba la nce  s he e t to  ma ke

23

24

25

26

27

215 Ex. TEp-32 (Jones Rejoinder) a t 10:6-9.
216 Ex. TEp-32 (Jones Rejoinder) a t 10:11-12.
217 Tr. (Higgins) a t 1016 (s ta ting customers  will be  "permanently" off the  system).
218 Tr. (Higgins) a t 1057, 1065.
219 Tr. (Bass) at 1140.
220 Tr. (Bass) at 1129.
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1

2

3

4

5

the s e  purcha s e s .22I If the  ma rke t turns , the ir be ts  could turn ba d quickly. Inde e d, Noble 's  cre dit

ra ting ha s  be e n s la s he d to  junk s ta tus .222 Th is  fin a n c ia l u n c e rta in ty le a v e s  th e  u tility with

s ign ifica n t counte rpa rty ris k-if the  whole s a le  p rov ide r ca n 't pa y,  the  u tility is  re s pons ib le  fo r

se rving the  buy-through cus tome r's  loa d obliga tions .223

In  s um m a ry,  e a ch  buy-through progra m  c re a te s  winne rs  a nd los e rs .  The  u tility-a nd its

6 cus tome rs a lso fa ce  re turning cus tome r risk a nd counte rpa rty risk.

7 c.

8

The buy-through proposals are unlawful.

The buy-through rates violrzte the fair value requirement.1.

9

10

11

12

13

14

15

16

17

18

19

Th e  Ariz o n a  C o n s t itu t io n  re q u ire s  th e  C o m m is s io n  to  u s e  fa ir  v a lu e  to  s e t  ra te s .

Re s ia 'e ntia l Util.  Cons ume r Q /e e  v.  Arizona  Corp.  Comm'n, 240 Ariz. 108, 1[ 13, 377 P .3d 305,

309 (2016). Eve n in a  compe titive  indus try, the  Commis s ion mus t fin d a nd cons ide r fa ir va lue  in

se tting ra te s . US  W Communica tions , Inc . v. Arizona  Corp. Comm 'n, 201 Ariz. 242, 246, 1120,

34 P .3d 351, 355 (2001)("We  do not hold tha t a  fa ir va lue  de te rm ina tion s hould pla y no role  in

the  e s ta blis hm e nt of ra te s ,  or tha t it ca n s im ply be  ignore d."), s e e  a ls o  P he lps  Dodge  Corp.  v.

Arizona  Ele m. P owe r Co-op., Inc ., 207 Ariz .  95 ,  108,  11  39,  83  P .3d 573,  586 (App. 2004),  a s

a m e n d e d  o n  d e n ia l o f re c o n s id e ra t io n  (Ma r.  1 5 ,  2 0 0 4 )(C o m m is s io n  e rre d  b y "im p ro p e rly

de le ga ting to the  com pe titive  m a rke tpla ce " s e tting ra te s  a nd by fa iling to cons ide r fa ir va lue  in

se tting ra te s ), Id. a t 1124 ("supe rior court corre ctly rule d tha t the  Commiss ion viola te d Article  15

S e c tion  14  in  a pprov ing  CC&Ns  fo r the  E S P s  withou t firs t de te rm in ing  a nd  c ons ide ring  fa ir

20

2]

va lue ").

The  buy-through proposa ls  do not e ve n come  close  to me e ting the se  re quire me nts . Unde r

22

23

the s e  p ropos a ls ,  the  Com m is s ion  docs  no t s e t a  ra te  a t a ll (no t e ve n  m a xim um  or m in im um

. , . 224 .
ra te s ),  a nd  the  ra te s  a re  no t file d  with  the  Com m is s ion . Inde e d ,  Nobie  witne s s  Ba s s  wa s

24

25

26

27

221 Tr. (Bass) a t 1129.
222 Tr. (Bass) at 1130~31.
223 Tr. (Bass) a t 1145.
224 Tr. (Higgins) at 1000, Tr. (Bass) at 1 12526.
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1 4 22. . 9 .
' rates". 9 Further, these "prlces ' are set without any

2

e m pha tic  tha t Noble  ha s  "price s ", not

. - . 26cons ide ra tion of fa ir va lue .;

3

4

5

6

7

8

9

Thus , judged under the  s tandards  for compe titive  utilitie s , the  buy-through proposa ls  fa il.

But the  compe titive  s ta nda rds  do not a pply be ca us e  the  buy-through propos a ls  a re  not true

compe tition. In e a ch ca s e , TEP  would contra ct with the  whole s a le  provide r a nd the n s e ll the

powe r to the  cus tome r.227 Both Mr. Higgins  a nd Mr. Ba s s  sha rply dis tinguishe d buy-through

ta riffs  from competitive  direct access .228 Because  the  se rvice  is  ultimate ly be ing provided by the

utility, the  buy-through proposa ls  a re  subje ct to the  full, tra ditiona l ra te  of re turn re quire me nts .

RUCO, 240 Ariz. a t 71 13, 377 P .3d a t 309 (noting tha t ra te  of re turn me thod with fa ir va lue

10 "re quire d... in ra te ma king for priva te , for-profit monopolie s ."). Be ca use  the  buy-through ra te s

12

would be  s e t without a ny cons ide ra tion of fa ir va lue  or ra te  of re turn, the y fa il the  tra ditiona l

s tanda rd. Thus , unde r e the r the  compe titive  or Traditiona l ve rs ion of the  fa ir va lue  requirement,

13

14

the  buy-through proposa ls  a re  s imply not pe rmiss ible  under the  Arizona  Constitution.

2. The buy-through proposals are not consistent with the competition

15 statutes and rules.

16

17

18

19

20

21

22

23

24

Phe lps  Dodge ca s ts  a  long sha dow ove r e le ctric compe tition, a nd it ca s ts  doubt on the

viability of the  e lectric compe tition s ta tute s  and re la ted regula tions . But even if this  compe tition

s che me  re ma ins  bo th  via b le  a nd  in  e ffe c t,  the  buy-th rough  p ropos a ls  do  no t me e t the

obta in a  ce rtifica te  from the  commis s ion be fore  offe ring e le ctricity for s a le  to re ta il e le ctric

pe rson, whe the r acting in a  principa l, agent or othe r capacity, tha t is  a  public se rvice  corpora tion

tha t offe rs  to se ll e lectricity to a  re ta il e lectric cus tomer in this  s ta te ." Here , none  of the  proposed

buy-through provide rs  ha ve  va lid Cc&ns , nor ha ve  a ny of the m indica te d the y would a cce pt

25

26

27

225 Tr. (Bass) at 1 125-26.
338 Tr. (Higgins ) a t 1000, Tr. (Ba ss ) a t 1125-26.

Tr. (Higgins ) a t 1000.
228 Tr. (Higgins ) a t 1019, Tr. (Ba ss ) a t 1134.
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l regulated public service corporation status. Like wis e , the  Commis s ion's  compe tition rule s

2

3

4

re quire  a  compe titive  Ele ctric S e rvice  P rovide r to obta in a  CC&N. A.A.C. R14-2-1603(A)("Any

Ele ctric S e rvice  P rovide r inte nding to s upply Compe titive  S e rvice s  s ha ll obta in a  Ce rtifica te  of

Conve nie nce  a nd Ne ce s s ity from the  Commis s ion purs ua nt to this  Artic le ."), A.A.C. R14-2-

5

6

7

160 l(l5 )("E le c tric  S e rvic e  P rovide r" (ES P ) m e a ns  a  c om pa ny s upp lying ,  m a rke ting ,  o r

broke ring a t re ta il a ny Compe titive  S e rvice s  purs ua nt to a  Ce rtifica te  of Conve nie nce  a nd

Ne ce s s ity.")

8 3. The buy-through proposals violate the management interference

9 doctrine.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The  Commis s ion ha s  long a cknowle dge d tha t e a ch e le ctric utility ha s  the  obliga tion to

acquire  a  prudent mix of gene ra tion and the  dis cre tion to do s 0.229 Thus , the  Commis s ion ha s

s ta ted tha t "TEP does  not need our permiss ion to acquire  genera tion as se ts . Typica lly, public

service  corpora tions  decide  what type  of genera tion as se ts  to acquire  for the ir resource  portfolios .

They then build and/or acquire  those  assets , and the  Commiss ion evaluates  the  prudence of those

Th is  is  c ons is te n t with  the  le ga l p rinc ip le  tha t

Commis s ion s e ts  ra te s  but doe s  not ma na ge  the  utility. This  le ga l principle  is  known a s  the

"Ma na ge me nt Inte rfe re nce  Doctrine ." "It mus t ne ve r be  forgotte n tha t, while  the  s ta te  ma y

regula te  with a  view to enforcing reasonable  ra tes  and charges , it is  not the  owner of die  property

of public utility companies , and is  not clothed with the  gene ra l power of management incident to

owne rs hip." S  P a y. Co. v. Arizona Corp. Comm'n, 98 Ariz. 339, 343, 404 P .2d 692, 694 (1965)

quoting S ta te  of Mis s ouri ex re l. Southwes te rn Be ll Te lephone  Co. v. Public Service  Commis s ion

see  a lso Phelps  Dodge , 207 Ariz. a t 113 160, 83 P .3d a t

591, Mille r v.  Arizona Corp. Comm'n, 227 Ariz. 21, 27, 11 21-23, 251 P .3d 400, 406 (App.

2011). Unde r the  Ma na ge me nt Inte rfe re nce  Doctrine , it is  the  utility's  ma na ge me nt tha t is

re s pons ible  for obta ining a ppropria te  ge ne ra tion. For e xa mple , the  Arizona  Attorne y Ge ne ra l

26

27 229 Decis ion No. 67744 (April 5, 2005) a t Attachment A 776.
230 Decis ion No. 74884 (December 31 , 2014) a l Finding of Fact 63.
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1

2

3

4

5

ha s  opine d tha t the  "Arizona  Corpora tion Commis s ion la cks  a uthority to compe l Arizona  public

s e rvice  corpora tions  to purcha s e  fue l oil coope ra tive ly or jointly"231 TEP  ha s  not a gre e d to a  buy-

th rough  p rogra m, a nd  would  vio la te  the  Ma na ge me nt In te rfe re nc e  Doc trine  to  fo rc e  TEP  to

a cquire  ge ne ra tion  from ce rta in  whole s a le  provide rs  a nd  s e ll the  powe r to  s e le c t cus tome rs .

Ins te a d, choice s  a bout ge ne ra tion purcha s e s  s hould be  le ft for TEP 's  ma na ge me nt.

6 D. If the buy-through is approved, the cap should remain at 30 MW.

7

8

9

10

11 233

12

13

14

As  Kroge r witne s s  Ba ron te s tifie d, a  "ca p on pa rticipa tion loa d is  ne ce s s a ry to limit the

impa c t of the  progra m on nonpa rtic ipa ting  cus tome rs ." Of c ours e ,  the  be s t wa y to  lim it the

impa c t on  nonpa rtic ipa ting  cus tome rs  is  to  not a pprove  a  buy-through progra m. But if a  buy-

th rough  progra m is  a pprove d , TEP  propos e s  a  30  MW ca p , which  is  ba s e d  on  the  AG-l c a p

s c a le d  d o wn  to  fit  TE P .M AE CC p ro p o s e s  ra is in g  th e  c a p  to  6 0  MW, wh ile  Wa l-Ma rt

propos e s  a  ca p of 250 MW, ove r e ight time s  TEP 's  propos a l.234 The s e  la rge r ca ps  would only

incre a s e  the  ha rm to  cus tome rs . If th is  ha rmful a nd ris ky progra m is  a pprove d in  a ny form, it

s hould be  kept a s  s ma ll a s  pos s ible .

15 E. TEP's management fee should be approved, if a buy-through is approved.

16

17

18

19

20

21

22

If a  buy-th rough  progra m is  a pprove d , TEP  will incur a dd itiona l cos ts  to  ma na ge  the

progra m, s uch a s  the  a dditiona l cos ts  of s che duling a nd coordina ting the s e  powe r de live rie s  a nd

de a ling with both the  cus tome r a nd the  whole s a le  provide r. The s e  cos ts  mus t be  e s tima te d, a s

TEP  doe s  not pre s e ntly provide  the s e  s e rvice s  unde r s uch a  progra m. No pa rty ha s  provide d a n

a ctua l e s tima te  of TEP 's  cos ts  to  dis pute  TEP 's  e s tima te . Ins te a d, othe r pa rtie s  re ly on AP S 's

ma na ge me nt fe e . But AP S 's  cos ts  ma y be  diffe re nt tha n TEP 's , a s  a dmitte d by Wa lma rt witne s s

He ndrix, AECC witne s s  Higgins , a nd Kroge r witne s s  Ba ron.235 The re fore , AP S 's  fe e  ca nnot be

23

24

25

26

27

231 Ariz. op. Atty. Ge n. No. 179-099 (April 9, 1979).
232 Ex. TEp-31 (J one s  Re butta l) a t 784-11.
233 Tr. (Higgins) at 1001 .
234 Tr. (He ndrix) a t l 865:9-12, s e e  a ls o id. a t line s  1-3 (noting tha t 250 MW ca p would "re pla ce
the  va s t ma jority of TOP 's  whole s a le  purcha s e s ").
233 Tr. (Ba ron) a t 859, Tr. (Higgins ) a t 1047, Tr. (He ndrix) a t 1867-68.
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1

2

blindly a dopte d he re . Furthe r, in its  ra te case, APS a lleges  tha t the  fee  fa lls  fa r short of covering

the costs of the AG-1 pr0gram.236

3 F. Walmart's renewable buy-through program should be rejected.

4

5

Wa lma rt ha s  a ls o  propos e d a  re ne wa ble  buy-through progra m, which  Ir ca lls  the

"Re ne wa ble  Ge ne ra tion S e rvice  ("RGS ") ta ritlf.237 Th e  RG S  ta riff s u ffe rs  fro m a ll th e

6 de ficie ncie s  of the  othe r buy-through ta riffs . Furthe r, TEP  ha s  a  s trong commitme nt to

7

8

e xpa nding re ne wa ble  ge ne ra tion, a nd TEP  a lre a dy provide s  nume rous  re ne wa ble  options  to

customers who desire  additional renewable  power, such as:

9

1 0

Ride r R-5, Bright Tucson Community Sola r P rogram,

Rider R-7, Customer Se lf Directed Renewable  Energy Option,

Poss ible  specia l contracts  with TEp.2"

1 2

13

1 4

Thus , a n RGS  ta riff is  not ne ce ssa ry. In a ddition, title  to the  Re ne wa ble  Ene rgy Cre dits  would

remain with Walmart, so this  ta riff would not he lp TEP meet its  renewable  energy obliga tions .239

In a ddition, Wa lma rt's  propos a l is  e ntire ly conce ptua l, it ha s  not propos e d de ta ils  or s pe cific

tariff sheets.2401 5

16 G. Other program elements.

1 7

1 8

1 9

If a  buy-through program is  approved, cus tomers  re turning to TEP 's  sys tem should pay

the  applicable  ra te  based on the  Dow Jones  Pa lo Verde  Index plus  $20 pe r megawatt h0ur.241

This  will ensure  tha t TEP will recoup a t leas t some of the  costs  re la ted to a  customer re turning to

20 the  system.

2 1

22

If a  buy-through progra m is  a pprove d, the  minimum loa d s ize  to  pa rticipa te  in  the

progra m should be  3 MW.242 Cus tome rs  should not be  pe rmitte d to "a ggre ga te " loa d to me e t

23

24

25

26

27

236 Tr, (Baron) at 859.
237 Tr. (Hendrix) a t 1066-67.
238 Tr. (Hendrix) at 1066-67.
239 Tr. (Hendrix) at 1066-67.
240 Tr. (Hendrix) a t 1066-67.
241 Ex. TEp-31 (Jones Rebuttal) at 81:1-12.
242 Ex, TEp-31 (Jones Rebuttal) at 77:14_22.

49



1

2

3

4

5

6

this  minimum. Allowing a ggre ga tion only broa de ns  the  numbe r of poss ible  cus tome rs  a nd the

scope  of the  resulting problems. In addition, aggrega tion a lso presents  adminis tra tive  problems.

La s tly, if a  buy-through progra m is  a pprove d, it s hould be  limite d to the  La rge  P owe r

Service (LPS) class.243 This  wa s  the  only cla s s  me ntione d in re la te d portions  of the  Fortis

se ttle me nt. And a ga in, if a  progra m is  a pprove d, it should be  a s  limite d a s  poss ible  to limit the

risk and cost shifts  to other customers.

7 x. Freeport's "franchise agreement" proposal should be rejected.

8

9

1 0 testified, no

1 2

1 3

1 4

15

1 6

1 7

1 8 This

1 9

20

2 1

22

23

24

TEP  va lue s  a nd re s pe cts  Fre e port a s  TEP 's  la rge s t cus tome r. The re  is  no doubt tha t

Fre e port pla ys  a n importa nt role  in the  community a nd the  loca l e conomy. As  Mr. Hutche ns

[w]e  a re  de e ply conce rne d with  the  long-te nn e conomic via bility of the  S ie rrita

mine -our la rge s t cus tome r a nd a  huge  e mploye r in our community."244 Re cognizing this , TEP

ha s  worke d with Fre e port e xte ns ive ly ove r the  ye a rs  to a s s is t Fre e port in lowe ring its  powe r

cos ts . For e xa mple , Fre e port is  e xe mpt from the  LFCR a nd DS M me cha nis ms  a nd TEP  ha s

e nte re d into s pe cia l contra cts  with Fre e port in the  p8$I.245 Furthe r, TEP  s old  its  S ie rrita

substa tion to Freeport and deve loped the  specia l 138 kV ra te  e specia lly for Freeport. Under this

ra te , Freeport is  not responsible  for dis tribution costs  or dis tribution line  losses .246 TEP has  a lso

worked to make  the  revenue  a lloca tion more  ba lanced, which will benefit Freeport.

Howe ve r, Fre e port's  propos e d "Fra nchis e  Agre e me nt" s hould  be  re je cte d.

"Agreement" was  unila te ra lly crea ted by Freeport with no input or agreement from TEP. Unde r

this  proposa l, Fre e port's  subs idia ry More na  Wa te r & Ele ctric ("MWE") would ta ke  ove r e le ctric

s e rvice  to the  S ie rrita  mine . But MWE ha s  no fa cilitie s  to s e rve  the  mine . The  a rra nge me nt

would be  s trictly a  fiction exis ting only on pape r.

Freeport points  to the  agreement be tween Freeport, MWE and Graham County Electric

Coope ra tive  for s e rvice  to the  S a nford mine . But the  coope ra tive  volunta rily a gre e d to tha t

25

26

27

243 Ex. TEp-31 (J one s  Re butta l) a t 83:18-22.
244 Ex. TEP-7 (Hutchins Rejoinder) at page 8, lines 14-15.
247: Tr. (Mcgra th) a t 1740-42 .
246 Tr. (Mcgrath) at 1742.
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2

3

4

5

6

7

8

9

1 0

11

agreement, here  TEP does not agree . Further, the  Sanford mine was new load, so the  cooperative

would not have  los t any exis ting revenues  or load. in contras t, Freeport's  S ie rrita  load is  exis ting

loa d with e xis ting re ve nue s . If the se  re ve nue s  go a wa y, othe r cus tome rs  will ha ve  to ma ke  up

the  diffe rence  for fixed gene ra tion and transmiss ion cos ts . Moreover, given the  la rge  s ize  of the

load, the  coopera tive  may not have  had the  capability to serve this  is  not an issue  for TEP.

Furthe r, Fre e port witne s s  McElra th te s tifie d tha t the  bigge s t fa ctors  in de te rmining the

le ve l of a ctivity a t the  S ie rrita  mine  a re  coppe r a nd molybde num price s .247 Mr.  Mc g ra th

conceded that Freeport could not guarantee  that any jobs would be  preserved if its  proposals  for a

fra nchise  a gre e me nt or a  buy-through ta riff a re  a pprove d.248 Inde e d, he  te s tifie d tha t S ie rrita

could be shut down even if the franchise agreement and buy-through are approved.249

In addition, an "agreement" tha t a  pa rty does  not agree to is  lega lly ques tionable , a t bes t.

1 2 TEP ha s  the  CC&N to se rve  this  a re a , a nd it s ta nds  re a dy a nd willing to provide  se rvice . Thus

13

14

15

16

17

18

19

20

the re  a re  no grounds  to dis re ga rd TEP 's  CC&N. Applica tion  of Trico Elem. Co-op, Inc .,  92 Ariz .

373, 386, 377 P .2d 309, 319 (l962)("We  hold the  Corpora tion Com m is s ion wa s  unde r a  duty to

Tric e  to  p ro te c t it  in  the  e xc lu s ive  righ t to  s e rve  e le c tric ity in  the  re g ion  whe re  it  re nde re d

se rvice , unde r its  ce rtifica te .."), J a me s  P . P a u! Wa fe r Co. v. Ariz. Corp. Comm '11, 137 Ariz. 426,

429, 671 P .2d 404, 407 (l983)(Com m is s ion m a y a lte r or de le te  CC&N only whe re  holde r fa ils  to

provide  reasonable  se rvice  a t a  reasonable  price ).250

In s hort, the  fra nchis e  a gre e me nt brings  no ce rta in be ne fits  in te rms  of pre s e rving jobs  or

e conom ic  a c tiv ity. Bu t it b rings  c e rta in ty tha t o the r c us tom e rs  will pa y m ore . It  s h o u ld  b e

rejected.2 1

2 2 XI. AECC'S PPFAC "Sharing" proposal must be rejected.

23

24

AECC witne s s  Higgins  touts  a  s o~ca lle d P P FAC "s ha ring" me cha nis m. This  ris ky

proposa l would expose  TOP to fue l and power marke t risk for eve ry transaction, "eve ry hour of

25

26

27

24.7 Tr. (Mcgra th) a t 1730.
248 Tr. (McElrath) at 1738-39.
249 Tr. (Mcgra th) a t 1739.
250 Ne ithe r Fre e port nor MWE ha ve  not sought a  compe titive  CC8cN, so the re  a re  no grounds  to
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2

3

4

the  da y."25l Mr. Higgins  a dmits  tha t this  proposa l will incre a se  TEP 's  risk, a nd tha t it would be

viewed nega tive ly by credit ra ting agencie s .252 The  current PPFAC re flects  the  common-scnse

idea  tha t TEP should ne ithe r make  a  profit nor a  loss  on the  fue l and purchased power it buys  to

s e rve  its  re ta il cus tome rs . AECC's  propos a l would le a ve  TEP  to "pla y the  ma rke t" to try to

5 prevent losses.

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

16

1 7

1 8

1 9

20

2 1

22

Mr. Higgins  a rgues tha t this  risk is  needed to ensure  tha t TEP has  an incentive  to manage

its  fue l and purchased power costs .253 But TEP's  fue l and purchased power practices  have  been

re vie we d by S ta ff, which found no de ficie ncie s , nor ha s  Mr. Higgins .254 Mr. Higgins  sugge s ts

tha t it would a ls o give  TEP  a n ince ntive  to s che dule  its  pla nt ma inte na nce  a t a dva nta ge ous

times-but Mr. Higgins  admitted tha t he  has  no evidence  tha t TEP does not do this .255

Mr. Higgins ' proposa l, based on a  mechanism in Wyoming, would take  the  projected cos t

of power for 2017 and pena lize  the  Company if TEP 's  purchased power or fue l cos ts  a re  grea te r

than tha t projection.25' This  presents  severa l problems. By the ir na ture , projections  a re  jus t tha t,

projections  ba sed upon currently ava ilable  informa tion. P rojections  of cos ts  for a  utility such a s

TEP a re  not meant to genera te  profit and loss , a s  with a  merchant, but to a llow prudent planning

of re s ource  utiliza tion. And with whole s a le  powe r price s  a t his toric lows , AECC is  e s s e ntia lly

trying to protect itse lf from any price  increa se  in the  event price s  reve rt to the  mean. AECC did

not re que s t a  sha ring me cha nism during a  pe riod of high price s  or high vola tility of price s  for

this  ve ry re a son. The  re que s t for a  sha ring me cha nism is  be ing time d a s  a  "buy-low" tra de  by

Mr. Higgins ' cons titue nts .

Further, the  2017 prob section would rapidly become out-of-date  as regional prices change

a nd we a the r vola tility is  e xpe rie nce d. More ove r, the  Wyoming risk-sha ring proposa l wa s  for a

23

24

25

26

27

252 Tr. (Higgins ) a t 1043-1044.
233 Tr. (Higgins) a t 1041.
254 Tr. (Higgins) a t 1041 .
253 Tr. (Higgins ) a t 1041-42,
236 Tr. (Higgins) a t 1044-45 .
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4

5

6

utility with la rge  a mounts  of hydropowe r, which is  ve ry fle xible  in dispa tch.257 In contra s t, TEP

has  no hydropower re sources , and its  gene ra tion re sources  (na tura l gas  and coa l) a re  the re fore

more  corre la te d with na tura l ga s  a nd re giona l powe r ma rke ts . La s tly, Mr. Higgins  ha s  not

provided the  extens ive  modifica tions  to the  PPFAC plan of adminis tra tion tha t would be  required

for the sharing mechanism he is proposing.258

In sum, AECC's  PPFAC proposa l should be  re jected because  it is  risky and unnecessary.

7 XII. Revisions to TEP's Rules and Regulations.

8

9

1 0

11

1 2

TEP  ha s  propos e d re vis ions  to its  Rule s  a nd Re gula tions  Ta riff to: (1) mode rnize  the

Rule s  a nd Re gula tions , (2) upda te  provis ions  to me e t curre nt ope ra tiona l ne e ds , a nd (3) bring

them closer to the  Rules  and Regula tions of its  s is te r company, UNS Electric, tha t were  approved

in  the  UNS  Ele ctric  Ra te  Ca s e  in  De cis ion No. 75697 (Augus t 18, 2016). TEP  s ubmitte d

proposed revis ions  to its  current Rules  and Regula tions  as  part of the  Direct Testimony of Denise

Smifh.25913

1 4 Both S ta ff a nd ACAA ra is e d is s ue s  with the  propos e d re vis ions . TEP  be lie ve s  it ha s

1 5 re solved a ll of S ta ffs  conce rns . TEP has  addressed most, but not a ll, of ACAA's  conce rns . TEP

1 6

1 7

18

has  a tta ched an upda ted redline  of its  Rule s  and Regula tions (Atta c hme n t 2) tha t re fle cts  the

resolution of S ta ff s  and ACAA's  concerns  to which the  Company agreed and should be  adopted

by the Commission.260

19 TEP doe s  not a gre e  with the  following re que s ts  by ACAA with re spe ct to the  Rule s  a nd

20 Regula tions l

2 1 1

22

ACAA has  reques ted tha t Life line  cus tomers  be  he ld ha rmless  from the  modifica tions

re ga rding de pos its  in S ubs e ction 3.B.3. The  Compa ny be lie ve s  e quita ble  tre a tme nt a mong

23

24

25

26

27

257 Ex. TEp-39 (Robby Rejoinder) at 3-4.
258 Tr. (Higgins) a t 1046.
259 See  Ex. TEP-33 (Smith Direct), Exhibits  DAS-l and DAS-2.
260 Section l2.A of the  Rules  and Regula tions currently cross-re ferences  to R14-2-21 l.A of
Arizona  Adminis tra tive  Code  (Non-Penniss ible  Reasons to Disconnect Service .) The  a ttached
proposed Rules  and Regula tions  now replica te  the  provis ions  of R14-2-2] 1.A. in Section l2.A.
and is  therefore  not reflected as a  redline  change. Staff has agreed with this  approach.
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2

cus tomers  rega rding depos its  is  appropria te . Moreove r, TEP takes  s ignificant e fforts  to provide

workable  solutions for its  customers  who are  facing cha llenges in paying bills  or deposits .26l

"I
J 2. TEP  a ls o doe s  not a gre e  with ACAA's  re que s t to e xcus e  cus tome rs  who file  for

4

5

6

7

ba nkruptcy from providing a  de pos it. A de pos it on a  pos t-pe tition a ccount is  a n a ppropria te

3. S ubs e ction 3.B.3. is  cons is te nt with the  Rule s  a nd Re gula tions  of othe r Arizona

uti1irie sE"2 a nd UNS Ele ctric's  Rule s  a nd Re gula tions  tha t we re  a pprove d in the  UNS Ele ctric

8 ra te  case  on August 18, 2016.

9 XIII. Adjus tor Mechanis ms .

A.10 Purchased Power and Fuel Adjustment Clause

12

1 3

1 4

TEP has withdrawn its  request for a  percentage  based (as opposed to kph) changes to the

P P FAC, a nd its  re que s t to modify the  P P FAC to re fle ct a  12 month rolling a ve ra ge .263 As

de s cribe d in a nothe r s e ction of this  brie f, AECC's  propos e d 70/30 "s ha ring" re vis ion to the

PPFAC should be  re jected. Thus , TEP s imply reques ts  tha t the  PPFAC rema in unchanged.264

1 5 B. Lost Fixed Cost Recovery Mechanism.

1 6 TEP's  proposed revis ions to the  LFCR are  discussed in another section to this  brie f.

1 7 c. Environmental Cost Adjustor.

1 8

1 9

20

21

22

The  Environme nta l Cos t Adjus tor ("ECA") provide s  re cove ry for e nvironme nta l cos ts ,

including  the  cos ts  of complying  with  Fe de ra l e nvironme nta l ma nda te s . Unfortuna te ly,

e nvironme nta l re quire me nts  a re  only growing more  s trict, incre a s ing TEP 's  e nvironme nta l

compliance  cos ts . 'l̀ EP 's  ECA is  capped a t $000025 pe r kph, based on 0.25% of prior te s t yea r

This  a mounts  to  a bout $2  million  pe r ye a r. Howe ve r, TEP  e xpe cts  e ligible

23

24

25

26

27

261 See  Ex. TEp-34 lsmirh Rebutta l) a t 8.
262 See Ex. TEp-34 (Smith Rebuttal) at 9.
263 Tr. (Robes) at 1460.
264 TEP will be  filing an applica tion in Docke t No. E-01933A-12_029] requesting acce le ra tion of
the  e ffective  da te  of its  revised PPFAC to match the  e ffective  da te  of new ra tes  in this  docket.
This  will act to mitiga te  the  impact of the  ra te  increase  in this  docke t.
265 See Ex. TRP-3G (Jones Direct) at 81 :14_17.
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1

2

compliance  costs  of a t least $4 million per year.266 Thus, TEP requests  tha t the  cap be  increased

to 0.50% of annual revenues.267

3

4

In a ddition, TEP  propose s  cha nging the  ECA from a  $ pe r kph cha rge  to a  pe rce nta ge

based charge .268 This  will ensure  tha t a ll customer classes  a re  trea ted fa irly when the  surcharge

5 is reset.

6 Demand Side Management Surcharge.

7

8

9

1 0

The  DS M s urcha rge  is  curre n tly ca lcu la te d  a s  a  3  pe r kph  cha rge  for re s ide ntia l

cus tome rs , a nd a  pe rce nta ge -ba se d cha rge  for a ll othe r cla s se s .269 TEP  propos e s  tha t a

percentage-based charge  apply to a ll customer classes . TEP be lieves tha t this  will be  s impler a rid

more  equitable .

E .11 Walmart's subsidy mitigation plan.

12

13 "s ubs idy mitiga tion  p la n", which  it ca lls  the

14 75270

15

16

17

Wa lma rt propose s  to e limina te  the  subs idie s  pa id by comme rcia l a nd indus tria l cla sse s

ove r e ight ye a rs  through a "re ve nue  support

ride r. This  proposa l brings  a ll cla sses  to ra te  pa rity unde r the  cos t of se rvice  s tudy by e ight

annua l ra te  adjus tments . TEP ne ithe r supports  nor opposes  this  proposa l. However, TEP notes

tha t Wa lma rt witne ss  Tillma n a gre e d tha t unde r this  pla n, "re s ide ntia l cus tome r bills  would go

up every year for e ight years."271

18 XIV. Mod ifica tion of Compliance  Matte rs.

19 TEP ha s  ide ntifie d se ve ra l Commiss ion orde rs  tha t se t complia nce  re quire me nts  which

20

21

22

are  outda ted and a re  e ither moot, have  been supplanted by subsequent orders , or a re  no longer

necessary. The  proposed e limina tions to the  reporting requirements  were  addressed by Staff and

ha ve  be e n re vis e d from TEP 's  initia l re que s t to re fle ct S ta fl"s  pos ition.272 The  re vis e d lis t of

24

25

26

27

266 Ex. TEp-30 (Jones Direct) at 81217_18.
267 EX. TEp-30 (Jones Direct) at 81 :23_25.
268 Ex. TEp-30 (Jones Direct) at 81:20_22.
269 Ex. TEp-30 (Jones Direct) at 82.
270 Tr. (Tillman) a t 1831.

Tr. (Tillma n) a t 1832.
272 Ex. TEp-34 (smith Rebuna ll a t 6, Ex. s -17 (Connolly Direct) a t 10-16.

27 .1
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1

2

3

4

5

reporting requirements  tha t should be  e limina ted a re  se t forth in Atta c hme nt 3. No othe r pa rty

opposed e limina tion of the  reporting requirements .

XV. Response to Commis s ione r Fore s t.

TEP will provide  a  re sponse  to Commiss ione r Forese 's  September 29, 2016 le tte r in this

docke t in conjunction with filing its  Reply Brie f on November 14, 2016.

6 XVI. Conclus ion.

7

8

The  Commiss ion should a pprove  the  re ve nue  re quire me nt a nd othe r provis ions  of the

re quire me nt is  broa dly supporte d, re a sona ble  a nd in the

9

S e ttle me nt Agre e me nt. The  re ve nue

public inte re s t.

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

The  re cord shows  a  misma tch be twe e n fixe d cos ts  a nd volume tric ra te s  which cre a te s

eve r-increas ing leve ls  of unrecovered fixed cos ts . The  proposed ra te  des ign changes , including

the  increased bas ic se rvice  charge  and reducing res identia l volumetric tie rs  from four to two, a re

a n importa nt s te p in be ginning to a ddre s s  TEP 's  a ntiqua te d ra te  de s ign a nd re la te d unde r-

recovery of fixed cos t revenues . Anothe r important s tep in address ing TEP 's  fixed cos t recovery

proble m is  a pproving the  Compa ny's  propos e d modifica tions  to the  LFCR to include  a ll los t

fixed costs  caused by EE and DG programs.

The  Commission should a lso approve  the  revenue  a lloca tion proposed by TEP. The  la rge

customers have proposed "buy~through", franchise  agreement, and PPFAC sharing programs that

s hould be  re je cte d a s  ha rmful to othe r cus tome rs  a nd too ris ky. Like wis e , the  s pe cia l mobile

home ra te  should remain frozen.

2 1

22

24

25

26

27

The  Commis s ion s hould a ls o a pprove : (1 ) th e  re vis io n s  to  th e  E C A a n d  DS M

mechanisms , (2) the  proposed prepay option for cus tomers , (3) TEP 's  proposed revis ions  to its

Rules  and Regula tions  ta riff; (4) the  compliance  modifica tions  described above , (5) the  crea tion

of the  ne w Me dium Ge ne ra l S e rvice  a nd 138 kV cus tome r cla s s e s , (6) ca nce la tion of the

Re s ide ntia l S upe r-P e a k ra te  a nd the  Lps -i4 ra te , (7) the  re vise d low income  ra te s  with a  fixe d

discount, (8) the  upda te d community sola r ra te , (9) the  a dditiona l me te r cha rge  for the  se cond

meter used by DG customers, and (10) the  proposed Economic Development Rider.
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RESPECTFULLY SUBMITTED this  3 le t da y of Octobe r, 2016.

Tucson Electric Power Company

. Q

By
Bra dle y S . Ca rrol]
Tucs on Ele ctric  P owe r Com pa ny
88 Ea s t Broa dwa y,  MS  HQ E9l0
P .O. Box 711
Tucs on, Arizona  85702

and

Michae l W. Pa tten
Timothy J . Sabo
Jason D. Gellman
S ne ll & Wilme r L.L.P .
One  Arizona  Cente r
400 East Van Buren Stree t
Phoenix, Arizona  85004
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Je ffrey W. Crocke tt
Crocke tt La w Group PLLC
2198 E. Camelback Road, Suite  305
Phoenix, Arizona  85016

Bruce  P la nk
2958 N. S t. Augus tine  P la ce
Tucs on, Arizona  85712
bp1e nk@ igc.org
Consented To Service By Email

Ga rry D. Ha ys
Law Office s  of Ga rry D. Hays , PC
2198 E. Camelback Road, Suite  305
Phoenix, Arizona  85016

Greg Patterson
Munge r Cha dwick
916 West Adams, Suite  3
Phoenix, Arizona  85007

Ca mila  Ala rcon
Ga rba ge  & Burnha m, P LC
Two N. Centra l Ave ., 15"" Floor
Phoenix, Arizona  85004
ca la rcon@gblaw.com
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26

27

Consented To Service Bv Email
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Miche le  L. Van Qua them
La w Office  of Miche le  Va n Qua the m, PLLC
7600 n. 15"' S i., Suite  150-30
Phoenix, Arizona  85020
mvq@mvqla w.c0m

1
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16
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Consented To Service By Email
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SECTION 1
APPLICABILITY OF RULES AND REGULATIONS AND DESCRIPTION OF SERVICE

Tucson Electric Power Company ("Company") is an electric utility operating within portions of the state of Arizona. The
Company will provide service to any person, institution or business located within its service area in accordance with
the provisions of its Rates and the terms and conditions of these Rules and Regulations.

All electricity delivered to any Customer is for the sole use of that Customer on that Customer's premises only.
Electricity delivered by the Company will not be redelivered or resold, or the use thereof by others permitted unless
otherwise expressly agreed to in writing by the Company. However, those Customers purchasing electricity for
redistribution to the Customer's own tenants (only on the Customer's premises) may separately meter each tenant
distribution point for the purpose of prorating the Customers actual purchase price of electricity delivered among the
various tenants on a per unit basis.

These Rules and Regulations will apply to all electric sen/ice furnished by the Company to its Customers.

These Rules and Regulations are part of the Company's Rates on file with, and duly approved by. the Arizona
Corporation Commission <Acci. These Rules and Regulations will remain in effect until modified, amended, or
deleted by order of the Acc. No employee, agent or representative of the Company is authorized to modify the
Company Rules.

These Rules and Reg elations will be applied uniformly to all similarly situated Customers.

In case of any conflict between these Rules and Regulations and the ACC's rules, these Rules and Regulations will
apply.

Whenever the Company and an Applicant or a Customer are unable to agree on the rems and conditions under which
the Applicant or Customer is to be served, or are unable to agree on the proper interpretation of these Rules and
Regulations, either party may request assistance from the Consumer services Section of the Utilities Division of the
ACC, The Applicant or Customer also has the option to tile an application with the ACC for a proper order, after notice
and hearing.

The Company's supplying electric service to the Customer and the acceptance thereof by the Customer will be
deemed to constitute an agreement by and between the Company and the Customer for delivery, acceptance of and
payment for electric service under the Company's Rules and Regulations and applicable Rates.

I

H.

G.

E.

F.

c .

A.

D.

B.
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SECTION 2
DEFINITIONS

In these Rules and Regulations, the following definitions will apply unless the context requires otherwlsez

1. Applicant: A person requesting the Company to supply electric service.

Application: A request to the Company for electric service, as distinguished from an inquiry as to the availability or
charges for this service.

Arizona Corporation Commission ("ACC" or "Commission"): The regulatory authority of the State of Arizona
having jurisdiction over public service corporations operating in Arizona hereinafter referred to as the
"Commission"

Billing Month: The period between any two regular readings of the Company's meters at approximately thirty (30)
day intervals.

5. Billing Period: The time interval between tvv0 consecutive meter readings taken for billing purposes.

Company: Tucson Electric Power Company acting through its duly authorized officers or employees within the
scope of their respective duties.

Competitive Services: All aspects of retail service except those services specifically defined as "Non-competitive
Services" pursuant to R14-2-l601(27) of the ACC-approved Competition Rules, or nonccmpetilive services as
defined by the Federal Energy Regulatory Commission.

Connected Load :
Company's system .

The sum of the power rating of the Customer's electrical apparatus connected to the

Contiguous Site: A single site not separated by private or public property, or public street, or right of way and
operated as one integral unit under the same name and as a part of the same business.

10. Contributions in Aid of Construction ("Contribution"): Funds provided to the Company by the Applicant under the
terms of a line extension agreement and/or service connection Rate, the value of which is not refundable.

11. Customer: The person(s) or entity(ies) in whose name service is rendered, as evidenced by the request for
electric service by the Applicant(s), or by the receipt and/or payment of bills regularly issued in his name
regardless cf the identity of the actual user of the service,

12. Customer Charge: The amount the Customer must pay the Company for the availability of electric service,
excluding any electricity used, as specified in the Company's Rates.

13. Day: Calendar Day

A.
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902-1

SECTION 2
DEFINITIONS

(continued)

14. Demand: The rate at which power is delivered during any specified period of time. Demand may be expressed in
kilowatts, kiIov0lt-amperes, or other suitable units.

15. Disabled: A person with a physical or mental condition which substantially contributes to the person's inability to
manage his or her own resources, carry out daily living activities, or protect oneself from neglect or hazardous
situations without assistance from others.

16. Distribution Lines: The Company's lines operated at distribution voltage, which are constructed along public
roadways or other bona fide rights-of-way, including easements on Customer's property.

17. Elderly: A person who is 65 years of age or older.

18. Electronic Billing: Optional billing service whereby Customers may elect to receive, view and pay their bills
electronically.

19. Energy: Electric energy, expressed in kilowatt-hours.

20. Illness: A medical ailment or sickness for which a residential Customer obtains a verified document from a
licensed medical physician stating the nature of the illness and that discontinuance of service would be especially
dangerous to the Customer's health.

21. Interruptible Electric Service: Electric service that is subject to interruption as specified in the Company's Rate.

22. Kilowatt ("kW"): A unit of power equal to 1,000 watts.

23. Kilowatt-Hour ("kwh"): The amount of electric energy delivered in one ho ur at a constant rate of one kilowatt.

24. Law: Any statute, rule, order or requirement established and enforced by government authorities.

25. Line Extension: The lines and equipment necessary to extend the electric distribution system of the Company to
provide service to additional Customers.

26. Long-Term Rental Mobile Home Park: A park which is finish-graded and has permanently paved roadways,
sewer and water connections, and which provides rental spaces to permanent and semi-permanent occupants*
where the average length of stay is a minimum of six (Gt months of mobile homes, manufactured homes. Rvs. or
travel trailers which are owned either by the occupant or by other persons.

27. Master Meter: A meter for measuring or recording the flow of electricity at a single location before distribution to
tenants or occupants for their individual usage.

28. Megawatt ("MW"): Unit of power equal to 1,000,000 watts.
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SECIION 2.
DEFINITIONS

(continued )

29. Meter: The instrument and any associated equipment used for measuring, indicating or recording the flow of
electricity that has passed through it.

30. Meter Tampering: A situation in which a meter has been illegally altered, including, but not limited Io: meter
bypassing, use of magnets to slow the meter recording, and broken meter seals.

31. Minimum Charge: The amount the Customer must pay for the availability of electric service, including an amount
of usage, as specified in the Company's Rates.

32. Month: The period between any two (2) regular readings of the Company's meters at approximately thirty (30)
day intervals.

33. On-site Generation: Any and all power production generated on or adjacent to a Customer's property that is
controlled, utilized, sold, or consumed by said Customer or its agent.

34. pad Mounted Elbow Switchgear Cabinet ("PME Switchgear Cabinet"): A 3-phase pad mounted switchgear used
within an underground distribution system.

35. Permanent Customer: A Customer who is a tenant or owner of a service location who applies for and receives
permanent electric service.

36. Permanent Sen/ice: Service which, in the opinion 01 the Company, is of a permanent and established character.
The use of electricity may be continuous, intermittent, or seasonal in nature.

37. Person: Any individual, partnership, firm, corporation, governmental agency, or other organization operating as a
single entity.

38. Point of Delivery: In all cases, unless otherwise specified, "point of delivery" is the location on the Customer's
building, structure, or premises where all wires, conductors, or other current-carrying devices of the Customer join
or connect with wires, conductors, or other current-carrying devices of the Company. The Company will
determine the point of delivery in accordance and based on the specific design specifications, relevant and
appropriate technical standards and specifications, rate schedules and construction standards as applicable to the
specific situation. Location and type of metering facilities will be determined by the Company and may or may not
be at the same location as the point of delivery.

39. Power; The rate of generating, transferring andlor using electric energy, usually expressed in kilowatts.

40. Power Factor: The ratio of real or active power ("kW") to apparent or reactive power ("kA").

41. Premises: All of the real property and apparatus employed in a single enterprise on an integral parcel of land
undivided by public streets, alleys or railways.
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SECTION 2
DEFINITIONS

(continued)

42. Primary Service and Metering: Service supplied directly from the Company's high voltage distribution or
transmission lines without prior transformation to a secondary level.

43. Rates: The charge(s), related term(s) and conditions of the Company's tariffs.

Residential Subdivision Development: Any platted tract of land which has been divided into six or more
contiguous lots with an average size of one acre or less for use for the construction of residential buildings or
permanent mebilemanutactured homes for either single or multiple occupancy.

45. Residential Use: Service to Customers using electricity for domestic purposes such as space heating, air
conditioning, water heating, cooking, clothes drying, and other residential uses, including use in apartment
buildings, mebiiemanuiactured home parks, and other multi-unit residential buildings.

46. Rules and Regulations or Company Rules: These Rules and Regulations that are part of the Company's Tariffs
and Rates.

47. Secondary Service: Service supplied at secondary voltage levels from the load side of step-down transformers
connected to the Company's high voltage distribution lines.

48. Service Area: The territory in which the Company has been granted a certificate of convenience and necessity
and is authorized by the Commission to provide electric sen/ice.

49. Service Classifications: Service classifications will be those proved ed by the filed ratesehedules.

50. Service Drop: The overhead service conductors from the last Company-owned pole or other aerial support to and
including the splices, if any, connecting to the Customer's service entrance conductors at a building or other
structure.

51. Service Establishment Charge: The charge as specified in the Company's Rates which covers the cost of
establishing a new account.

52. Service Lateral: The underground service conductors between the street main, including any risers at a pole or
other structure or from transformers, and the first point of connection to the Customer's sen/ice entrance
conductors in a terminal box or meter brother enclosure with adequate space, inside or outside the building wall.

53. Service Line: The last line extending from a distribution line or transformer to the Customer's premises or point of
delivery.

54. Service Point: Unless otherwise stated, all references to "service point" in this agreement will refer to an installed
service, identified by a Universal Node Identifier ("UNI").

I
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SECTION 2
DEFINITIONS

(continued)

55. Service Reconnection Charge: The charge as specified in the Company's Rates which must be paid by the
Customer prior to reestablishme nt of electric service each time the electricity is disconnected for nonpayment or
whenever service is otherwise discontinued for failure to comply with the Company's Rates or Rules and
Regulations.

56. Service Reestabiishment Charge: A charge as specified in the Company's Rates for service at the same location
where the same Customer had ordered a service disccnn action within the preceding twelve-month period.

57. Single Family Dwelling: A house, apartment, or a mebilemanufactured home permanently affixed to a lot, or any
other permanent residential unit which is used as a permanent home.

58. Single-Phase Service: Two [2] or Three (3) wire sewlce (ucualy "'9/249 vcltc).

59. Tarifl's: The terms and conditions of the services offered by the Company, including a schedule of the rates and
charges for those services,

60. Temporary Service: Service to premises or enterprises which are temporary in character, or where it is known in
advance that the service will be of limited duration. Service which, in the opinion of the Company, is for
operations of a speculative character is also considered temporary service.

51. Three-phase Savioe: Four (4) wire service (usually 'soma yd':).

62, Universal Node Identifier ("UNI"): A unique, permanent identification number assigned to each sen/ice Point of
Delivery.

63. Weather Especially Dangerous to Health: Thai period of time commencing with the scheduled termination date
when the local weather forecast, as predicted by the National Oceanic and Atmospheric Administration, indicates
that the temperature will not exceed 32 degrees Fahrenheit for the next day's forecast.
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SECTION 3
ESTABLISHMENT OF SERVICE

Information from New Applicants

1. The Company may obtain the following minimum inform action from each new application for service:

b.

c.

d.

Name or names of Applicant(s),

Service address or location and telephone number,

Billing address and telephone number, if different than service address,

SociaI security _Noumber or Driver's License number and date of birth to be consistent with verifiable
information on legal identification,

e. Address where service was provided previously,

f. Date Applicant will be ready for service,

g. Statement of_wWhether premises haLal been supplied with electric service previously,

h. Purpose for which service is to be used,

i. Statement0f_wWhether Applicant is owner or tenant of, or agent for the premises;

j. information concerning the energy and demand requirements of the Customer, and

k. Type and kind of life-support equipment, if any, used by the Customergr et the service address.

The supplying of electric service by the Company and the acceptance of that electric service by the Customer will
be deemed to constitute an agreement by and between the Company and the Customer for delivery, acceptance
of and payment for electric service under the Company's applicable Rates and Rules and Regulations.

The term of any agreement not otherwise specified will become operative on the day the Customer's installation is
connected to the Company's facilities for the purpose of taking electric energy.

The Company may require a written contract with special guarantees from Applicants whose unusual
characteristics of load or location would require ::.:s;::' 'c a substantial investment in facilities or whose
requirements for service are of a special nature.

Signed contracts may be required for service to commercial and industrial establishments. Neither these
contracts, nor any modifications to these contracts, will be binding upon the Company until executed by a duly
authorized representative of the Company.

Where service is rendered to two (2) or more Customers whose names appear on the bill, as evidenced on the
bill, the Company will have the right to collect the full amount owed it from any one 01 the Customers.

Where an occupant of the premises who owes a debt to the Company, but is not the Applicant or the Customer,
the occupant shall also be jointly and severally liable for the bills rendered to the premises.

I

r

A.
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SECI[IQN 3
ESTABLISHMENT OF SERVICE

(continued)

Deposits

The Company may require from any present or prospective Customer a deposit to guarantee payment of all bills.
This deposit may be retained by the Company until service is discontinued and all bills have been paid, except as
provided in Subsection 3.B.3 below. Upon proper application by the Customer, the Company will then return said
deposit, together with any unpaid interest accrued thereon from the date of commencement of service or the date
cf making the deposit, whichever is later. The Company will be entitled to apply said deposit together with any
unpaid interest accrued thereon, to any indebtedness for the same class of service owed to the Company for
electric service furnished to the Customer making the deposit. When said deposit has been applied to any such
indebtedness, the Cust0mer's electric service may be discontinued until all such indebtedness cf the Customer is
paid and a like deposit is again made with the Company by the Customer. No interest will accrue on any deposit
after discontinuance ct the service to which the deposit relates.

The Company will not require a deposit from a new Applicant for residential service if the Applicant is able to meet
any of the following required ends:

The Applicant has had service of a comparable nature with the Company at another ecrvieo
leeatien-within the past two (2) years and was not delinquent in payment more than twice
during the last twelve (12) consecutive months of service or was not disconnected for
nonpayment, or

The Applicant can produce a letter of credit or verification from an electric utility where service
of a comparable nature was last received by Applicant which states that-4heApplicant-has had
a timely payment history at time of sen/ice discontinuation, or

Instead of a deposit, the Company receives deposit guarantee notification from a social or
governmental agency acceptable to the Company. A surety bond may be provided as
security for the Company in an amount equal to the required deposit.

TheCempany mayiesueananassignable, non nagotiablersaaiptteLhoApplie:|r:t!or thcdepesit.Theinabililyoi
t.'\e C:|eta|4\erwpreduee hisorherreeeiptwé! ! innowayi:npair!he Gusts:::er's rightlomedvaaretund ofihe
dopccit !h¢':' 'c re!!e"~*.:éon 8:9 Company records.

Cash deposits held by the Company twelve (12) months or longer will earn interest at the established 0ne-year
Treasury Constant Mmaturilies rate, effective on the first business day of each year, as published on the Federal
Reserve we site .

a-Residential Customers - The Company may require a residential Customer to establish or reestablish a
deposit if the Customer becomesame delinquent in the payment of thr=ee{3ltwo 12) or more bills i ii*.1E:t 1: i f c" n
(12) conseeanive muM period, ur has been disconnected from service during the last twelve (12) months;-er-éhe
Company? :r arm: able boy f t.'\.tl=l='.€ CJJ "her P *Gred*wor**yha oc' ons :ltr':g'ron=' aerecltagorey
W.i!ized by the Gompany .

B.

Filed By:
Title:
District:

2.

3.

2.

1.

c.

b.

a.

Kenton c. Grant

vice President of Finance and Rates
Entire Electric Semice Area

Effective:
Decision No.
Rules and Regulations

July-1~,42918Pendinq
¥894£2Pending



Tucson Electric Power Company
Rules and Regulations

Tucson Electric Power Original Sheet No.:
Superseding:

903-2

Deposits or other instruments of credit will automatically expire or be refunded or credited to the Customer's
account, after twelve (12) consecutive months of service following full payment of deposit during which time the
Customer has not been delinquent merethan-two (2) times or has not been disconnected for non-payment. unless
the Customer has filed bankruptcy in the last:+twelve_[Q)-_months-peNeel.
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued)

_b. Non-Residential Customers - The Company may require a non-residential Customer to establish or
reestablish a deposit if the Customer becomes delinquent in the payment of two 121 or more balls. or if the Customer
has been disconnected for non-payment duririo the last twelve (12) months. or when the Customers financial condition

may jeopardize the payment of their bill.

Deposits and non-cash deposits on f ile with the Company will be reviewed or other inetrurncnte cf credit will
automatically expire-or be reminded at credited tithe Gustemoreaeeount after twenty-four (24) consecutive months of
service and will be returned provided during-whieh-the Customer has not been delinquent mere-thatwo (2) limes or
disconnected for non-payment in the most recent twelve (12) month period, unless the Customer's financial condition
warrants extension of the deposit.

Thecenrapany may roq o a Gustoe1:ar .aaetab l  h orreeetablehadopoeit6¢the Cue&ev::arbc me dclinqucnl sn the
payment et 1hree(3)cr more hills wi\hln' twelve (12) ceneeeelt'vc period, or has been Meeomwtcd ram
service during t.*.:>lc£t twalvo(12) Er :he Company has a rcaeonabbbdiaf me *he Customer 'c not mcdil
worry based en a :ming #am accredit agers utilized "v the Company. [Subsection 3.B.4 has nd bun
dd8\¢d;lt has bem_4 4&bsWon 3.B.$. , l

The Company may review the Customer's usage after service has been connected and adjust the deposit amount
based upon the Customer's actual usage.

6. A separate deposit may be required for each meter installed.

Residential Customer deposits will not exceed two (2) times that Customer's estimated average monthly bill. Non-
residential Customer deposits will not exceed two and one-half (2.5) times that Customer's maximum estimated
monthly bill. If actual usage history is available, then that usage, adjusted for normal weather, will be the basis for the
estimate.

The posting of a deposit will not preclude the Company from terminating service when the termination is due to the
Customer's failure to perform any obligation under the agreement for service or any of these Rules and Regulations.

Conditions for Supplying Service

The Company reserves the right to determine the conditions under which service will be provided. Conditions for
service and extending sen/ice to the Customer will be based upon the following:

Customer has wired his premises in accordance with the National Electric Code, City, County andlor State codes,
whichever are applicable.
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safety risk to Company employees, then the Company may, at its option,
connect and/or disconnect capabilities.

If the Company determines that there is a reasonable basis to believe that the Customer's premises poses a
install a meter or facilities with remote
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued)

3. Customer has installed the meter loop in a suitable location approved by the Company.

In the case of a mobile homo, the motor loop must be Mtnchod to a motor polo or to an approved support.

___'case of tenrpwnry "onstrJc*'on service, t he meter loop must be attached to an approved support.

6= All meter loop installations must be in accordance with the Company's specifications and located at an outdoor
location accessible to the Company.

%6_lndividual Customers may be required to have their property corner pins and/or markers installed to establish
proper right-of-way locations.

&L_Developers must have all property corner pins andlor markers installed necessary to establish proper locations to
supply electric service to individu al lots within subdivisions.

9=8_.Where the installation requires more than one meter for service to the premises, each meter panel must be
permanently marked (not painted) by the contractor or Customer to properly identify the portion of the premises
being served.

4&9. The identification will be the same as the apartment, office, etc., served by that meter socket. The
identifying marking placed on each meter panel will be impressed into or raised from a tab of aluminum, brass or
other approved non-ferrous metal with minimum one-fourth (1/4) inch-high letters. This tag must be riveted to the
meter panel. The impression must be deep enough to prevent the identiflcation(s) from being obscured by
subsequent painting of the building and attached service equipment.

4 jQThe Company may require the assistance of the Customer andlor the Customer's contractor to open the apartments
or offices at the time the meters are set, in order to verify that each meter socket actually serves the apartment or office
indicated by the marking tag. In the case of multiple buildings, the building or unit number and street address will be
identified on the pull section in the manner described above.

Grounds for Refusal of Service

The Company may refuse to establish service if any of the following conditions exist:

When the Applicant or affiliate of the Applicant with common ownership has an outstanding amount due for the
same class of electric service with the Company and the Applicant is unwilling to make satisfactory arrangements
with the Company for payment, in such cases, the Company shall be entitled to transfer the balance due or credit
owed on the terminated service to any other active account of the Customer for the same class of service. The
failure of the Customer to pay the active account shall result in the suspension or termination of service.

I
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued)

A condition exists which in the Company's judgment is unsafe or hazardous to the Applicant, the general
population, or the Company's personnel or facilities.

Refusaiey-tlhe Applicant refuses to provide the Company with a deposit when the Customer has failed to meet
the credit criteria for waiver of deposit requirements.

Customer is known to be in violation of the Company's Rates or Rules #ileé+vi8rand Reau4ation:al:prsve" by the

F-ailureeiShe-Customer fails to furnish sac-41 funds, service, equipment, and/or rights-of-way necessary to serve
the Customer and which have been specified by the Company as a condition for providing service.

Customer fails to provide safe access to the meter that would be sewing the Customer.

Applicant falsifies his or her identity for the purpose of obtaining service.

Sea/ice is requested by an Applicant and a prior Customer, who is either living with the Applicant, or who is an
occupant of the premises who owes a debt to the Company from the same class of service from the same or a
prior service address.

The Applicant is acting as an agent for a prior Customer who is deriving benefits from the energy supplied and
who owes a delinquent bill from the same class of service from the same or a prior service add Tess.

10.  There is evidence of tampering Cr energy diversion.

4 1 1 . Where the Ccmpanv had a reasonable belief that the Aonlicant has common ownership with an aftiliaie that
owes a delinau ant bill for the same class of service.

Service Establishment, Reestablishment and Reconnection Charge

The Company will make a charge, as approved by the Commission for sen/ice transfer for meter reads only set
forth as Fee No. 1 in the TEP Statement of Charges.

2. The Company will make a charge, as approved by the Commission for set=uiee@ establishment-er
reestablishment or reqqnnegtion of etheNhan-semice_-reads-under usual operating procedures, for single-phase
service only during regular business hours. The charge is set forth as Fee No. 4 in the TEP Statement of
Charges.

I
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued )

Should single-phase service be eslablished*_-or-reestablished or reconnected during a period other than regular
businessweriring hours* at the Customer's request, the Customer will be required to pay an after-hours charge for
the service connection set forth as Fee No. 5 in the TEP Statement of Charges. Where 4e_Company§
scheduling will not permit service establishment. reestablishment or reconnection of service on the same day as
requested, the Customer may elect to pay the after-hours charge for establishment that day or hisser-senlice will
be established on the next available business day sol forth to For No. 8 in the TEP Stmomont of Charges. Even
so, a Customer's request to have the Company establish service after-hours is subject to the Company having
Staff available, there is no guarantee that the Company will have the staffing available for service establishment,

reestablishment 0r reconnection of sen/ice outside of regular business hours.

The Company will make a charge, as approved by the Commission for service establishment or reestablishment
other than service reads under usual operating procedures, for three-phase senlice only, during regular business
hours set forth as Fee No. 6 in the TEP Statement of Charges.

Should three-phase service be established*-er-reestablished or reconnected during a period other than regular
businessweNting hours at the Customer's request, the Customer will be required to pay an after-hours charge for
the sen/ice connection set forth as Fee No. 7 in the TEP Statement of Charges. Where the Company;
scheduling will not permit service establishment on the same day as requested, the Customer may elect to pay
the after»hours charge for establishment, reestablishment or reconnection at service that day orhieiher-sewice will
be established on the next available business day. Even so, a Customer's request to have the Company establish
service after-h0urs is subject to the Company having staff available, there is no guarantee that the Company will
have the staffing available for service establishment, reestablishment or reconnection of service outside of regular
business hours.

For the purpose of this Brute, the definition of service establishment is where the Applicant's facilities are ready
and acceptable to the Company, the Applicant has obtained all required permits andlor inspections indicating that
the Applicant's facilities comply with local construction safety and governmental standards and regulations, and
the Company needs only to install a meter, read a meter, or turn the service on.

Reconnection Charge: Whenever the Company has discontinued sen/ice under its usual operating procedures
because of any default by the Customer as provided herein, a reconnection charge not to exceed one of the
charges for the reestablishment of service set forth as Fee Nos. 4-7 in the TEP Statement or Charges will be
made and may be collected by the Company before service is restored. When, due to the behavior at the
Customer, ft has been necessary to discontinue service utilizing other than usual operating procedures, the
Company will be entitled to charge Fee No. 8 and cdlcct, through very"abte means, actual' casts to restore service
as set forth in the TEP Statement of Charges,

I

I

I
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued)

Temporary Service

Applicants for temporary service may be required to pay Line Extension charges in accordance with S u b jection

7.c.:,47.d. and Section 15 of the Rules.

Where tI duration of service is to be less than one l1)_monlh, the Applicant may also be required to advance a
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one [1)_month, the Applicant may also be required to meet the deposit
requirements of the Company.

If at any time during the term of the agreement for service the character of a temporary Customers operations
changes s_o that, in the opinion of the Qomnenv. the Customer is classified as g_er_manent, the terms of QL
Comoanv's Line Extension rules will annlv.

Identification of Load and Premisese

Upon request of the Company, the Appt*":mt must iderxVfy *he electric load and premises to be served by the Company
must be leady identified by M Customer at the time of application. If the service address is not recognized in terms
of commonly_-used identification system, the ApfslieantCustomer may be required to provide specific written directions
andior Iegai descriptions before the Company will be required to act upon a request for electric service.

H. Identification of Rorsponciblc Party: Any person applying on behalf of another Applicant for oorvico to be
c kneeled .re rar-e ellor44~aareof ane¢l='e¢App loar "ws wrier olhc Gerrpany wrllter approval f 'amt¢'a!
Applicant gua¢anteeu='\9paynienlotalihillsunderlheaeeeunl, ThaGueten=lef isreeponeilaleinallsasesfer service:
supplied to the premises until the Company has roooivod proper notion of the effective data of any change, Tho
Gus-tamer ws ales ptempllv notify the Gesvipany of any change in physical or oicetronic evlmg address.

H+. Tampering With or Damaging Company Equipment

The Customer agrees, when accepting service that no one except authorized Company employees or agents of
the Company will be allowed to remove or replace any Company-owned equipment installed on Customer's
property.

No person, except an employee or agent acting on behalf of the Company will alter, remove, or make any
connection to the Company's meter or service equipment.

no meter seal may be broken or removed by anyone other than an employee or agent acting on behalf of the
Company, however, the Company may give its prior consent to break the seal by an approved electrician
employed by a Customer when deem ed necessary by the Company.

G .
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SECTION 3
ESTABLISHMENT OF SERVICE

(continued)

The Customer will be held responsible for any broken seals, tampering, or interfering with the Company's meter(s)
or any other Company-owned equipment installed on the Customer's premises. in cases of tampering with meter
installations, interfering with the proper working thereof, or any tampering, interfering, theft, or service diversion,
including the falsification at Customer-read meter readings, Customer will be subject to immediate discontinuance
of service. The Company will be entitled to collect from the Customer whose nm or other person benefitting
from the service-is--ie, under the appropriate Brate, for all power and energy not recorded on the meter as the
result of such tampering, or other theft of service, and also additional security deposits as well as all expenses
incurred by the Company for property damages, investigation of the illegal act, and all legal expenses and court
costs incurred by the Company.

The Customer will be held liable for any loss or damage occasioned or caused by the Customer's negligence,
want of proper care or wrongful act or omission on the part of any Customer's agents, employees, licensees or
contractors.

LJ. Access

The Customer is responsible for providing safe access to Company facilities. The Company's authorized agents
shall have satisfactory unassisted twenty-four (24) hour a day, seven (7) days a week access to the Company's
equipment located on Customer's premise for the purpose of service connection. service disconnection.
operation, maintenance. repair and service restoration work that the Company may need to perform.

If additional resources are required to gain safe access to perform service establishment, disconnection, meter
reading, or routine maintenance, due to an affirmative, wrongful, andior criminal act by the Customer, the
Company will be entitled to collect from the Customer all expenses incurred by the Company for additional
resources including: investigation of access, all legal expenses, and court costs.

J. Customer-Soecihc information

Customer-soecific information shall not be released without specific prior Customer authorization unless the
information is requested by law enforcement or other public agency. or is requested by the Commission or its staff. or
is reasonably required for legitimate account collection activities. or is necessary to provide safe and reliable service to
the Customer. Such Customer authorization may be obtained electronically, in writing. or 0rallv. as long as the oral
authorization is recorded.
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§CTION_4
MINIMUM CUSTOMER INFORMATION REQUIREMENTS

Information for Customers

The Company will make available upon Customer request not later than sixty (60) days from the date of the
request, a concise summary of the rate schedule applied for by the Customer. The summary will include the
following:

b.

c.

d.

The monthly minimum or Customer charge, identifying the amount of the charge and the specific amount of
usage included in the minimum charge, where applicable,

Rate blocks, where applicable,

Any adjustment fact0r(s) and method of calculation, and

Demand charge, where applicable.

Upon request of the Customer, either at the time of application or after, the Company will use its best efforts to
assist the Customer in choosing an appropriate Rate. However, upon application for service or upon request for
assistance, the Applicant or the Customer will elect the applicable Rate best suited to his requirements. The
Company may assist in making this election, but will not be held responsible for notifying the Customer of the
most favorable Rate and will not be required to refund the difference in charges under different Rates. The
Customer is solely responsible for selecting die Rate the Customer believes is appropriate. If no Rate is selected,
the Customer will be placed on the most common Rate for the class of service and the Company will not be liable
to refund the difference in charges had the Customer been placed on different Rates.

Upon written notification of any material changes in the Customer's installation or load conditions, the Company
will assist in determining if a change in Rates is desirable, but not more than one (1) such change at the
Customer's request will be made within any twelvemonth period.

The supply of electric service under a residential rate sehedele-t0 a dwelling involving some business or
professional activity will be permitted only where such activity is of only occasional occurrence, or where the
electricity used in connection with such activity is small in amount and used only by equipment which would
normally be in use if the space were used as living quarters. Where the portion of a dwelling is used regularly for
business, professional or other gainful purposes, and any considerable amount of electricity is used for other than
domestic purposes, or electrical equipment not normally used in living quarters is installed in connection with such
activities referred to above, the entire premises must be classified as non-residential and the appropriate general
service rate will be applied.
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SECTION 4
MINIMUM CUSTOMER INFORMATION REQUIREMENTS

(continued )

Upon Customer request the Company will make available within sixty (60) days from date of service
commencement, a concise summary of the Company's Rates or the Commission's Rules and Regulations
concerning:

a. Deposits,

b. Termination of service;

c. Billing and collection, and

d. Complaint handling.

Upon request of a Customer, the Company will transmit a written statement of actual consumption for each billing
period during the prior twelve (12) months unless this data is not reasonably ascertainable. But the Company will
not be required to accept more than one such request from each Customer in a calendar year. Eveeser-tlhe
Company will charge the Customer for consumption history requests a-teeas set forth as Fee Ng. 17 in the TEP
Statement of Charoesconsidont with itsA4IG approved Rates andllor those Race 894 Regwatiene for pltelridilflg
consunlpson, interval Cr other Ma to*he~ Gusta-er. This charge will apply for each interval history readest made
or when Customers request tlleir consumption history more than once in a 12-month period.

7. The Company will inform all new Customers of their right to obtain the information specified above.

Information Required Due to Changes in Rates

The Company will transmit to affected Customers a concise summary of any change in the Company's Rates
affecting those Customers.

This information will be transmitted to the affected Customer within sixty (60) days of the elective date cf the
change.
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SECTION 5
MASTER METERING

Mobile Home Parks New Construction/Expansion

The Company will refuse service to all new construction andlor expansion of existing permanent residential mobile
home parks unless the construction andlor expansion are individually metered by the Company. Line extensions
and service connections to serve this new construction andior expansion will be governed by these Rules and
Regulations.

Fer *he purpose of this eWe, permanent mobile hovsreparks will mean :Rabi-ls horns parks where, 'Ru the
oplrncr of he Car"pany *He "vcrage 'e'\g*4c' s*ayfor Ar ac "Pam +5 a "w"ur" of Jo "lenPls.

3=LFor the purpose of this rule, expansion means the acquisition of additional real property for permanent residential
spaces in excess of that existing at the effective date of this rule.

Residential Apartment Complexes, Condominiums, and other Muiti-unit Residential Buildings

Master metering will not be allowed for new construction of apartment complexes and condominiums unless the
building(s) will be seemed by a centralized heating, ventilation andlor air conditioning system and the contractor
can provide to the Company an analysis demonstrating that the central unit will result in a favorable cost/benefit
relationship.

At a minimum, the costlbenefit analysis will consider the following elements for a central unit as compared to
individual units:

a.

b.

c.

d.

e.

f.

g.

Equipment and labor costs,

Financing costs,

Maintenance costs;

Estimated kph usage,

Estimated kW demand on a coincident demand and non-coincident demand basis (for individual units),

Cost of meters and installation, and

Customer accounting cost (one account vs. several accounts).
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SEQIQN 6
SERVICE LINES AND ESTABUSHMENTS

Priority and Timing of Service Establishments

After an Applicant has complied with the company's application requirements and has been accepted for service
by the Company and obtained all required easements, permits and/0r inspections indicating that the Customer's
facilities comply with local construction, safety and governmental standards or regulations, the Company will
schedule that Customer for service establishment.

All charges are due and payable before the Company will schedule the Customer for service establishment.

Service establishments will be scheduled for completion within five (5) business days of the date the Customer
has been accepted for service, except in those instances when the Customer requests service establishment
beyond the five (5) business day limitation .

When the Company has made arrangements to meet with a Customer for service establishment purposes and the
Company or the Customer cannot make the appointment during the prearranged time, the Company will
reschedule the service establishment to the satisfaction of both parties .

The Company will schedule service establishment appointments within a maximum range of four (4) hours during
normal working hours, unless another time frame is mutually acceptable to the Company and the Customer.

6. Sen/ice establishments must only be made by the Company.

For the purposes of this rule, service establishments are where the Customer's facilities are ready and acceptable
to the Company and the Company needs only to install or read a meter or tum the service on.

Service Lines

Customer-provided Facilities

Each Applicant for service will be responsible for all inside wiring, including the service entrance, meter
socket and conduit. For three-phase service, the Customer will provide, at his expense, all facilities,
including conductors and conduit, beyond the Company-designated point of delivery.

Meters and service switches in conjunction with the meter must be installed in a location where the meters
will be readily and safely accessible for reading, testing and inspection and where such activities will cause
the least interference and inconvenience to the Customer. Location of metering facilities will be determined
by the Company and may or may not be at the same location as the point of delivery. However, the meter
locations will not be on the front exterior wall of the home, or in the carport or garage, unless mutually agreed
to between the home builder or Customer and the Company. Without cost to the Company, the Customer
must provide, at a suitable and easily accessible location, sufficient and proper space for installation of
meters.
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SECTION 6
SERVICE LINES AND ESTABLISHMENTS

(continued )

Where the meter or service line location on the Customer's premises is changed at the request of the
Customer or due to alterations on the Customer's premises, the Customer, at his expense, must provide and
have installed all wiring and equipment necessary for relocating the meter and service line connection. The
Company will assess a charge for moving the meter and/or service line.

Customer will provide access to the main switch or breaker for disconnecting load to enable safe installation
and removal of Company meters.

2. Overhead Service Connections - Secondary Service

For the initial service drop-: where the Company's distribution pole line is located on the Customer's premises
or on a street, highway, lane, alley, road or private easement immediately contiguous thereto, the Company

will, at its own expense, furnish and install a single span of service drop line (up to 500 feet in total) from its
pole to the Customer's point of attachment, provided such attachment is at the point of delivery and is of a
type and so located that the service drop wires may be installed in a manner approved by the Company in
accordance with good engineering practice, and in compliance with all applicable laws, ordinances, rules and
regulations, including those governing clearance and points of attachment.

Whenever any cf the clearances required by the applicable laws, ordinances, rules or regulations of public
authorities or standards of the Company from the service drops lo the ground or any object becomes
impaired by reason of any changes made by the owner or tenant of the premises, the Customer will, at his
own expense, provide a new and approved support, in a location approved by the Company, for the
termination of the Company's ser rice drop wires and will also provide all service entrance conductors and
equipment necessitated by the change of location.

For each overhead service connection, the Customer will furnish, at his own expense, a set of service
entrance conductors that wilt extend from the point of delivery at the point of termination of the Company's
service drop on the Customer's support to the Customer's main disconnect switch. These service entrance
conductors will be of a type and be in an enclosure which meets with the approval of the Company and any
inspection authorities having jurisdiction.

The cost of any service line footage, in excess of that allowed at no charge, will be paid for by the Customer
as set forth in the TEP Statement of Charges and will be treated as a contribution in aid of construction.
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(continued )

3. Underground Service Connections - Secondary Service

In areas where the Company maintains an underground distribution system, individual services will be
underground.

Whenever the Company's underground distribution system is not complete to the point designated by the
Company where the sen/ice lateral is to be connected to the distribution system, the system may be
extended in accordance with Section 7.

For an initial underground service connection of single-phase service, the Company will install a service
lateral from its distribution line to the Custom Er's Company-approved termination facilities under the following
conditions (unless otherwise agreed to by the Company and the Applicant):

The Customer, at his expense, will provide the necessary trenching, conduit, conduit installation,
backfill, landscape restoration and paving and will furnish, install, own and maintain termination facilities
on or within the building to be served.

The Company, at its expense (up to 500 feet in total), will furnish, install, own, and maintain the underground
single-phase service cables to the Customer's Company-approved termination facilities.

The Company will determine the minimum size and type of conduit and conductor for the single-phase
service. The Customer will furnish and install the conduit system, including pull ropes. The ownership of this

conduit or duct will be conveyed to the Company, and the Company will thereafter maintain this conduit Cr
duct. The maximum length of any sen/ice conductor will be determined by the Company in accordance with
accepted engineering practice in determining voltage drop, voltage flicker, and other relevant considerations.

The cost of any underground service line footage, in excess of that allowed at no charge, will be paid for by
the Customer as set forth in the TEP Statement of Charges and will be treated as a contribution in aid of
construction.

For three-phase service, the Customer will also provide, at his expense, all facilities, including conductors
and conduit, beyond the Company-designated point of delivery

J
Easements and Rights-of-Way

At no cost to the Company, each Customer must grant adequate easements and rights-of-way satisfactory to the
Company to ensure that Customer's proper service connection. Failure on the part of the Customer to grant
adequate easements and rights-of-way will be grounds for the Company to refuse service.

C.
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(continued )

When the Company discovers that a Customer or his agent is performing work, has constructed facilities, Dr has
allowed vegetation to grow adjacent to or within an easement or right-of-way and such work, construction,
vegetation or facility poses a hazard or is in violation of federal, state or local laws, ordinances, statutes, rules or
regulations, or significantly interferes with the Company's access to equipment, the Company will notify the
Customer or his agent and will take whatever actions are necessary to eliminate the hazard, obstruction or
violation at the Customer's expense.

Number of Services to be Installed

Unless otherwise provided herein, or in a rate schedule or contract, the Company will not install more than one service,
either overhead or underground, for any one building or group of buildings on a single premise. Separate services may
be installed for separate buildings or group of buildings where necessary for the operating convenience of the
Company, where provided for in Rates, or where required by law or local ordinance.

Multiple Service Points

Unless otherwise expressly provided herein, or in a rate schedule or contract, any person, firm, corporation, agency or
other organization or governmental body receiving service from the Company at more than one location or for more
than one separately-operated business will be considered as a separate Customer at each location and for each
business. Ii several buildings are occupied and used by a Customer in the operation of a single business, then the
Company, upon proper application, will furnish service for the entire group of buildings through one service connection
at one point of delivery, provided all of these buildings are at one location on the same lot or tract, or on adjoining lots
or tracts forming a contiguous site (not separated by any public streets) wholly owned, or controlled, and occupied by
the customer in the operation of this single business. Dwelling units will be served, metered and billed separately,
except at the option of the Company.

Temporary Service

For service that is temporary in nature or for operations of a speculative character or questionable permanency the
Customer will be charged the cost cl establishing and removing the temporary service. Refer to Section 15 of the
Rules for additional information reqardinq temporary service.

F .

E.

D.
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(continued)

Customer-Qwned Cable

When a residential Customer's nrivateiy owned underground service cable has failed, the Customer has two 12)
ootionsz `

The Customer can have their cable repaired by a private electrical contractor which must comely with local
governmental codes and ordinances. or

The Customer can bnnu their service entrance un to current Company standards. The Customer will be required
to Drovide a service trench, conduit. conduit installation. backfill. landscape restoration and paving. The Company
will fugish,_instalL own and maintain its underqroun_d single-phase cables to the Customer's Company-approved
Point 01 Delivery.

48.
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SECTION 7
LINE EXTENSIONS

Introduction
J

The Company will construct, own, operate and maintain lines along public streets, roads and highways which the
Company has the legal right to occupy, and on public lands and private property across which rights-of-way and

easements satisfactory to the Company may be obtained without cost to or condemnation by the Company.

A request for electric sen/ice often requires the construction of new distribution lines of varying distances. The

distances and costs vary widely depending upon Customer's location and load size. With such a wide variation in
extension requirements, it is necessary to establish conditions under which the Company will extend its electric
facilities.

All extensions (single-phase, three-phase or feeder) are subject to the availability of adequate capacity, voltage and
Company facilities at the beginning point of an extension, as determined by the Company.

A standard policy has been adopted to provide service to Customers whose requirements are deemed by the

Company to be ordinary in nature.

General Requirements

Upon an Applicant's request for a line extension, the Company will prepare, without charge, a preliminary electric
design and a rough estimate of the cost of installation to be paid by said Applicant.

Any Applicant for a line extension requesting the Company to prepare detailed plans, specifications, or cost
estimates will be required to deposit with the Com party an am aunt equal to the estimated cost of preparation. The
Company will, upon request, make available within ninety (90) days after receipt of the deposit referred to above,
these plans, specifications, or cost estimates of the proposed line extension. Where the Applicant authorizes the
Company to proceed with construction of the extension, the deposit will be credited to the cost of construction,
otherwise the deposit will be nonrefundable. If the extension is to include oversizing of facilities to be done at the
Customer's expense. appropriate details will be set forth in the plans, specifications and cost estimates.
Subdivision developers providing the Company with approved plats will be provided with plans, specifications, or
cost estimates within forty-five (45) days after receipt of the deposit referred to above.

The Company will provide a copy of the line extension policy prior to the Applicant's acceptance of the utility's
extension agreement.

All line extension agreements red airing payment by the Applicant wit! be in writing and signed by each party.
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SECTION 7
LINE EXTENSIONS

(continued)

The provisions of this rule apply only to those Applicants who, in the Company's judgment, will be permanent
Customers 01 the Company. Applications for temporary service will be governed by the Company's rules
concerning temporary sen/ice applications. The Company reserves the right to delay the extension of
facilities until the satisfactory completion of required site improvements, as determined by the Company, and
an approved Se nice entrance to accept electric service has been installed.

Minimum Written Agreement Requirements

1. Each line extension agreement will, at a minimum, include the following information:

a. Name and address of Appiicantls),

b. Proposed service address or location,

c. Description of requested service,

d. Description and sketch of the requested line extension,

e. A cost estimate which includes a cost break down of materials, labor, and other costs as necessary,

f. Payment terms,

g. A concise explanation of any refunding provisions, if applicable,

h. The Company's estimated commencement and completion dates for construction of the line extension, and

l. A summary of the results of the economic feasibility analysis performed by the Company to determine the
amount of advance required from the Applicant for the proposed line extension where applicable.

2. Each Applicant will be provided with a copy of the written line extension agreement.
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(continued )

Line Extension Requirements

1. Overhead Extensions to Individual Applicants

a. Line Extension Allowance

Upon the Applicant's satisfactory completion of required site improvements, the Company will make
extensions from its existing facilities of proper voltage and adequate capacity at the Company's expense up
to five hundred (500) feet except where excluded in Section 7.C.1.d.. Section 7.C.7.. and Section 15. The
distance of five hundred (500) feet is to be measured by the shortest feasible route along public streets,
roads, highways, or suitable easements from the existing facilities to the Applicant's nearest point of delivery
and inclusive of the service drop and is for initial site improvements, as determined by the Company, only.

b. Extensions in Excess of Line Extension Allowance Distance

The Company will make extensions in excess of five hundred (500) feet per Customer upon receipt of a non-
interest bearing, refundable cash deposit with the Company to cover costs of construction computed at the
rates shown in the TEP Statement of Charges (for voltages up to i4kv) for each foot of single-phase line
extension or for each foot of three-phase line extension in excess of the allowance length and in accordance
with Subsection 7.C.2.a.v. (unless othenmise agreed to by the Company and the Applicant).

The foregoing charges shown in the TEP Statement of Charges are based on the Company's culTent
average cost of construction of l4kv distribution lines. The Company will review its costs periodically and
will Nie a Rate revision when such costs have changed by more than Len percent (10%) since the last
revision of costs. Such revisions will be subject to approval by the Commission before becoming effective.

The Company will install, own and maintain,
necessary to provide permanent service.

on an individual project basis, the distribution facilities

Method of Refund

After a period of twelve (12) months from the date the Company is initially ready to render service from
an extension, seventy-five percent (75%) of any revenue received from the Customer in excess of the
footage allowance during that period will be applied toward refunding the line extension deposit.

I

C .
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LINE EXTENSIONS

(continued)

ii. Deposit refunds will be made to a depositor when separately metered Customers are served directly
from the 14kV line extension originally constructed to serve said depositor, providing the new line
extension is less than five hundred (500) feet in distance, and the Customer to be served occupies a
permanent structure designed for continued occupancy for either residential or business purposes,
meeting established municipal, county or state codes as applicable.

The amount of the deposit refund will be equal to the applicable TEP Statement of Charges rates per
foot multiplied by five hundred (500) feet less the actual footage of the new line extension required to
serve the new Customer.

In no event will the total of the refund payments made by the Company to a depositor be in excess of
the deposit amount advanced.

A pictorial explanation of the method of refund for a single-phase line extension is as follows:
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(continued )

Applicant "A" - Customer makes refundable advance of $20,530 for footage over 500' at $20.53lfoot.

Applicant "B" - Customer makes refundable advance of $12,318 for footage over 500' at $20.53/foot. No refund to A
for B's connection because B is over 500'.

Applicant "C" - Customer gets line at no cost. Refund goes to B at $20.53 x 200', or $4,106.00 because C ties directly
into B's line and is less than 500'.

Applicant "D" - Customer gets line at no cost. Refund goes to B at $20.53 x 200', or $4,106.00, because it ties directly
into B's line and is less than 500'.

Applicant "E" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because E ties directly
into A's line and is less than 500'.

Applicant "F" - Customer gets line at no cost. Refund goes to A at $20.53 x 300', or $6,159.00 because F ties directly
into A's line and is less than 500'.

Applicant "G" - Customer gets line at no cost. Refund goes to B at $20.53 x 3001 or $6,159.00, B receives $4,106.00
since this is the remaining balance of the initial deposit.

Note: The dollars in the example above are illustrative. This method requires that: a) The deposit advance made
for an initial line extension cannot be refunded to the depositor unless a new line extension required to serve
a new separately metered Customer is directly connected to the initial line extension, and b) the new line
extension is less than 500 feet in length.

iii. Payment of eligible refunds will be made within ninety (90) days following receipt of notification to the
Company that a qualifying permanent Customer has commenced receiving service from an extension.

iv. A Customer may request an annual survey to determine if additional Customers have been connected

to and are using service from the extension.

After a period of six (6) years from the date the Company is initially ready to render service from an
extension, the Company will review the deposit and make appropriate refunds then due, if any. Any
unrefunded amount remaining thereafter will become the property of the Company and will ne longer be
eligible for refund and will become a contribution in aid of construction.
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(continued)

d. Extensions to Large General Service and Large Light and Power Customers

For line extensions with voltages less than of equal to l4kv, the Company will install, own and maintain,
on an individual project basis, the distribution facilities necessary to provide permanent service to a
large general service or large light and power Customer. Prior to the installation of facilities, the
Customer will be required to make a cash advance to the Company for any portion of the capital
expenditures not justified by the estimated two year revenue of the new facilities. Such advance, if any,
will be in the amount determined by subtracting two (2) times the estimated annual revenue from the
total estimated installation costs based in the TEP Statement of Charges. if the total of such charge is
less than one hundred dollars ($100.00), the charge will be waived by the Company. Adjustments to the
advance will be made after the initial twenty-four (24) month billing period, and the Company will refund
to the amount by which the estimated advance exceeds the actual installation cost less the actual
twenty-four (24) month billing. In no event shall the total of the refund payments made by the Company
to the depositor be in excess of the deposit amount advanced.

500 foot line extension allowance does not apply.

ii. For line extensions with voltages greater than 14kV and less than or equal to 46kV, the installation costs
will be the actual costs of construction. The Company will install, own and maintain, on an individual
project basis, the facilities necessary to provide permanent sen/ice. Prior to the installation of facilities,
the Customer will be required to pay the estimated cost of the construction of the distribution or
transmission facilities. Upon completion of construction, the Company will compare the actual cost to
the estimated cost and any difference will be either billed or refunded within 60 days to the Customer.

500 foot line extension allowance and adjustments for annual revenues do not apply.

LLP Customers with line voltages greater than 46kV will necessitate a special line extension agreement
as required per Subsection 7.C.7.e.

Overhead or Underground Distribution Facilities Up to and Within a New Duly Recorded Residential Subdivision

a, General

Required distribution facilities up to and within a new duly recorded residential subdivision, including
subdivision plats which are activated subsequent to their recordation, for permanent sen/ice to single andlor
multi-family residences andlor unmetered area lighting, will be constructed, owned, operated and maintained
by the Company in advance of applications for service by permanent Customers only after the Company and
the Applicant have entered into a written contract which (unless otherwise agreed to by the Company and the
Applicant) provides that:
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(continued)

The total estimated installed cost of such overhead distribution facilities, exclusive of meters, services
and exclusive of other costs as may be deemed as reasonable by the Company, will be advanced to the
Company as a refundable non-interest bearing cash deposit to cover the Company's cost of
construction. in the event that the advance has not met the requirements for total refunding on or
before the end of two (2) years from the date 01 installation of the Company's facilities, the advance will
further be utilized for reimbursement of the Company's cost of ownership as provided in Subsection
7.C.2.b. In lieu of the refundable cash deposit, the Applicant may elect to execute a Deferred
Construction Deposit Agreement, secured by a bond or letter of credit in a form acceptable to the
Company, equal to the deferred cash deposit, which guarantees the posting by the Applicant of the full
cash deposit one (1) to six (6) years subsequent to the completion of construction of the Company's
facilities. Letters of credit and bonds will not be acceptable where the original cash deposit would be
less than one thousand dollars ($1,000).

it Refundable advances wit!  become non-refundable at such time and in such manner provided in
Subsection 7.C.2.b.

iii. The Applicant will be responsible for ownership costs at such time and in such manner as provided in
Subsection 7.C.2.b.

iv. Where applicable, if distribution facilities must be constructed in excess of an average of five hundred
(500) feet per new permanent Customer within a duly recorded residential subdivision, a nonrefundable
cash amount equal to that portion of the total estimated installed cost represented by those required line
facilities in excess of five hundred (500) feet per Customer average will be paid to the Company.

Underground Installations - Extensions of single-phase underground distribution lines necessary to
furnish permanent electric sen/ice to new residential buildings or mebilemanufactured homes within a
subdivision, in which facilities for electric service have not been constructed, for which applications are
made by a developer will be installed underground in accordance with the provisions set forth in this
regulation except where it is not feasible from an engineering, operational, or economic standpoint.
Extensions of single-phase underground distribution lines necessary to furnish permanent electric
service within a new single family andlor multi-family residential subdivision will be made by the
Company in advance of receipt of applications for service by permanent Customers in accordance with
the following provisions (unless othenuise agreed to by the Company and the Applicant):

1) The subdivider or other Applicant will provide and install all of the required underground duct
system (including all or a portion of the necessary trenching, backfilling, conduits, ducts,
transformer and equipment pads, manholes, and pull boxes) in accordance with the Company's
specifications and subject to the Company's inspection and approval. Upon acceptance and
approval by the Company, the Applicant will grant to the Company the exclusive right to use and
occupy said duct system or, at the option of the Company, will transfer ownership thereof to the
Company.
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(continued )

2) Underground service will be installed, owned, operated and maintained as provided in Section 6 of
these Rules and Regulations.

3) Any underground electric distribution system requiring more than single-phase service is not
governed by this Subsection 7.C.2, but rather will be constructed pursuant to Subsection 7.C.4.

vi. Underground extensions up to the duly recorded Subdivision will be owned, operated and maintained by
the Company, provided the Applicant pays a non-refundable sum equal to the estimated difference
between the cost of the underground extension and an equivalent overhead extension at the rate
indicated by the Underground Differential on Schedule 18.

b. Method of Refund

For Line Extensions within A New Duly Recorded Residential Subdivision ("Subdivision Agreements")

On or after two (2) years subsequent to the installation of the Company's facilities, and thereafter every
six (6) months, the Company will review the status of a subdivision to determine the percentage ratio
that the number of lots or service locations occupied by permanent Customers bears to the number of
lots identified in each Subdivision Agreement specified as the basis for refund. Refunds will be made
prior to the actual occupancy by a permanent Customer if the lot or service location has been
substantially completed so that in the judgment of the Company permanent occupancy will occur within
a reasonable time. Such periodic review will continue until either: i) the calculated ratio equals a
maximum of seventy-five percent (75%) at which time the total refund will be made to the Applicant, or
ii) a six (6) year period subsequent to the completion of installation of the Company's facilities elapses.
For purposes of computation of all charges and refundable deposit requirements under these Rules and
Regulations, the installation of the Company's facilities will be that date upon which the construction is
determined to be completed and the facilities are entered into the Company records of Plant and
Property. The ratio determined at the time of each review multiplied by the total refundable advance
associated with the line extension agreement, less applicable cost of ownership charges previously
deducted, if any, will represent that portion of the advance qualified for refund. If the foregoing
calculation indicates a refund is due, an appropriate refund of cash deposit, or reduction of the cash
deposit requirement at the end of the deferral period in dose cases where a Deferred Construction
Deposit Agreement has been executed, will be made.
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(continued)

Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the
Company within ninety (90) days following receipt of written notice from the developer requesting
payment of earned refund. Furthermore, if at any time a maximum of seventy-tive percent (75%) or
more of the total refundable advance qualifies for refund, any balance of the advance remaining, after
applicable cost of ownership charges, if any, have been deducted, will be refunded. No payment will be
made by the Company in excess of the total refundable advance less applicable cost of ownership
charges, if any, nor alter a period of six (6) years subsequent to the completion cf construction of the
Company's facilities. Any in-refunded amount remaining at the end of the six (6) year period will
become the property of the Company and a nonrefundable contribution in aid of construction.

ii. For Line Extensions To The Perimeter of New Duly Recorded Residential Subdivisions ("Feeder
Agreements")

On or after two (2) years subsequent to the installation of the Company's facilities, and thereafter every
six (8) months, the Company will review the status of Customers added as a result of the extension and
within connected subdivisions in excess of the Customer level identif ied in each subdivision's
agreement to determine the percentage that the number of lots or service locations occupied by
permanent Customers bears to the number of lots identified in the Feeder Agreement specified as the
basis for refund. Refunds will be made prior to the actual occupancy by a perm anent Customer if the lot
or service location has been substantially completed so that in the judgment of the Company permanent
occupancy will occur within a reasonable time. Such periodic review will continue until either: i) the
calculated ratio equals the level identified in the Feeder Agreement at which time the total refund will be
made to the Applicant; or ll) a six (6) year period subsequent to the completion of installation of the
Company's facilities elapses. For purposes of computation of all charges and refundable deposit
requirements under these Rules and Regulations, the installation of the Company's facilities will be that
date upon which the construction is determined to be completed and the facilities are entered into the
Company records of Plant and Property. The ratio determined at the time of each review multiplied by
the total refundable advance associated with the line extension agreement. less applicable cost of
ownership charges previously deducted, if any, will represent Thai portion of the advance qualified for
refund. If the foregoing calculation indicates a refund is due, an appropriate refund or cash deposit, or
reduction of the cash deposit requirement at the end of the deferral period in those cases where a
Deferred Construction Deposit Agreement has been executed, will be made.
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(continued)

Refunds of cash deposits, less applicable cost of ownership charges, if any, will also be made by the
Company within ninety (90) days following receipt of written notice from the developer requesting
payment of earned refund. Furthermore, if at any time a maximum of seventy-five percent (75%) or
more of the total refundable advance qualities for refund, any balance of the advance remaining, after
applicable cost of ownership charges, if any, have been deducted, will be refunded. No payment will be
made of the Company in excess of the total refundable advance less applicable cost of ownership
charges, if any, nor after a period of six (6) years subsequent to the completion of construction of the
Company's facilities. Any unrefunded amount remaining at the end of the six (6) year period will
become the property of the Company and will be treated as a nonrefundable contribution in aid of
construction.

iii. In the event that any portion of an advance has not qualified for refund at the time of each review, the
developer will be responsible for the Company's cost of ownership charges based on the average
(mean) of the electric facilities represented by:

1) that portion of the advance not qualified for refund at the time of current review, and

2) that portion of the advance not qualified for refund at the time of the last periodic review.

When the advance is in the form of a cash deposit, the semi-annual cost of ownership charges will be
equal to the average of (i) and (ii) above multiplied by five and one-haif percent (5-1/2%). When the
advance is in the form of a Deferred Construction Deposit, the semi-annual cost of ownership charges
will be equal to (i) and (ii) above multiplied by the sum of five and one-half percent (5-1l2%) plus one-
half of the original cost equivalent of the rate of return, expressed as a percent, last allowed to the
Company by the Commission. Payment of such cost or ownership charges, which will be computed and
paid at the time of each review after the initial review, will be made in the following manner:

When the advance is in the form of a cash deposit, a deduction of cost of ownership charge will be
made by the Company from the cash deposit.

When the advance is in the form of a Deferred Construction Deposit, the Company will bill and
developer will pay to Company said cost of ownership charge. in the event that the Applicant fails to
pay the cost of ownership charge when due, the Company will exercise its rights provided for in the
Deferred Construction Deposit, and will call the bond or letter of credit.

The portion of the original advance on which cost of ownership charges are computed will not be
reduced for purposes of that computation by amounts deducted previously for cost of ownership
charges.
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S FION 7
LINE EXTENSIONS

(continued)

3. Underground Extensions to Individual Applicants

a. General

Underground line extensions will generally be made only where mutually agreed upon by the Company and
the Applicant, or in areas where the Company does maintain underground distribution facilities for its
operating convenience.

Underground extensions will be owned, operated and maintained by the Company, provided the
Applicant pays in advance a non-refundable sum equal to the estimated difference between the cost,
exclusive of meters and services, of the underground extension and an equivalent overhead extension
at the rate indicated by the Underground Differential in the TEP Statement of Charges (for voltages up
to 14kV).

ii. in addition to the non-refundable sum, the Applicant will (unless otherwise agreed to by the Company
and the Applicant) make such refundable deposit as shown in the TEP Statement of Charges (for
voltages up to 14kV) and in accordance with Subsection 7.0 as otherwise would have been required
under these Rules and Reg elations if the extension had been made by overhead construction.

iii. The Applicant will provide and install all of the required underground duct system (including all or a
portion of the necessary trenching, backfilling, conduits, ducts, transformer and equipment pads,
manholes, and pull boxes) in accordance with the Company's specifications and subject to the
Company's inspection and approval. Upon acceptance and approval by the Company, the Applicant will
grant to the Company the exclusive right to use and occupy said duct system or, at the option of the
Company, will transfer owners ip thereof to the Com party.

iv. Refunds of cash deposits will be made in the same manner as provided for overhead extensions to
individual Applicants for service, in accordance with the applicable provisions of Subsection 7.C.

Underground services will be installed, owned, operated and maintained as provided in Section 6 of
these Rules and Regulations.
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SECTION 7
LINE EXTENSIONS

(continued )

4. Replacement of Overhead with Underground Distribution Facilities

Where a Customer has requested that existing overhead distribution facilities be replaced with underground
distribution facilities, the total cost of such replacement will be paid by the Customer.

5. Conversion from Single-Phase to Three-Phase Service

Where it is necessary to convert all or any portion of an existing underground distribution system from single-
phase to three-phase service lo a Customer, the total cost of such conversion will be paid by the Customer.

S. Long Term Rental Mobile Home Park, Townhouses, Condominiums and Apartment Complexes

Line extensions to long term rental mobile home parks, townhouses, condominiums and apartment complexes,
where the Dropertv is not slatted and subdivided into individual lots containing single family dwellings. will be
made by the Company under terms and conditions provided in Subsection 7.C.1. The Company willrwhen
':>q"cotod by **:> CL:c*omcr, install, own and maintain internal distribution facilities and individual metering for
new or expansion of said development in accordance with the provisions of Subsection 7.c.1. and 7.C.3.
pedaining to duly roeerdcd real estate asstatedin Any said development meeting the definition of a
Residential Subdivision will follow Subsection 7.C.2_. hereof.

7. Special Conditions

a. Contracts

Each sub divider or other Applicant for service requesting an extension over the allowable footage allowance,
or in advance of applications for service to permanent Customers, or in advance of completion of required
site improvements will (unless otherwise agreed to by the Company and the Applicant) be required to
execute contracts covering the terms under which the Company will install lines at its own expense, or
contracts covering line extensions for which advance deposits will (unless otherwise agreed to by the
Company and the Applicant) be made in accordance with the provisions of these Rules and Regulations or of
the applicable rate schedules.

b. Primary Service and Metering

The Company will provide primary service to a point of delivery, such point of delivery to be determined by
the Company. The Customer will provide the entire distribution system (including transformers) from the
point of delivery to the load. The system will be treated as primary service for the purposes of billing. The
Company reserves the right to approve or require modification to the Customer's distribution system prior to
installation, and the Company will determine the voltage available for primary service. Instrument
transformers, metering riser poles and associated equipment to be installed and maintained by the Company
will be at the Customer's expense.
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SECTION 1
LINE EXTENSIONS

(continued)

c. Advances under Previous Rules and Contracts

Amounts advanced under the conditions established by a rule previously in effect will be refunded in
accordance with the requirements of such contract under which the advance was made.

d. Extensions for Temporary Service

Extensions for temporary sewlce or for operations of a speculative character or questionable permanency
will be charged the applicable estimated charges for the installation and removal of temporary facilities.
Temporary facilities will remain in sen/ice for a maximum of two (2) years. Refer to Section 15 of the Rules
for addition pal inform action reqardino lemoorarv service.

e. Exceptional Cases

Where unusual terrain, location, soil conditions, or other unusual circumstances make the application of
these line extension rules impractical or unjust to either party or in the case of extension of lines of other than
standard distribution voltage, service under such circumstances will be negotiated under special agreements
specifying terms and conditions covering such extensions.

Special or Excess Facilities

Under this rule, the Company will install only those facilities which it deems are necessary to render service
in accordance with the rate schedules. Where the Customer requests facilities which are in addition to, or in
substitution for, the standard facilities which the Company normally would install, the extra cost thereof will
be paid by the Customer.

g. Unusual Loads

Line extensions to unusually small loads not wnc'a*'ng ct :mot sewing a Dermanent structure designed for
continued occupancy for either residenQlee or business nuroosespormanent building (e.g. individual lights,
wells, signs, recreational vehicles. travel trailers. etc.) and where 75% of the estimated one year annual
revenue does not exceed the per foot line extension charge (See Fee No. 9 and Fee No. 10 of the TEP
Statement of Charqes) multiplied by 500 feet. will not be granted the five hundred (500) foot allowance_.
These line extensions-but will instead be required to advance a non-interest bearing, refundable cash deposit
with tlle Company for any costs of sen/ice in excess of their estimated ¢~9 years annual revenue.
Refunding will be according to Subsections 7.C.1.c.ii. and ana-7.c.s.a.iv. For line extensions to unusually
small loads defined above and where 75% of the estimated one year revenue exceeds the oar foot line
extension charge multiplied by 500 feet, refer to Section 7.C for costs and refunds.
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LINE EXTENSIONS

(continued )

Construction / Facilities Related Income Taxes

1. Collection of Income Tax Gross Up

Any federal, state or local income taxes resulting from the receipt of a contribution or advance in aid of
construction in compliance with this rule is the responsibility of the Company and will be recorded as a
deferred lax asset and retiected in the Company's rate base for ratemaking purposes.

However, if the estimated contribution or advance for any service line or distribution main extension (as
determined for each individual extension agreement) exceeds $500,000, the Company may require the
Applicant to include in the contribution, advance or deferred construction deposit agreement an amount (the
"gross up amount") equal to the estimated federal, state or local income tax liability of the Company resulting
from the contribution or advance computed as follows:

Gross Up Amount Advance or Contribution

(1 - Statutory combined income tax rate)
- Advance or Contribution

After the Company's tax returns for the year of receipt of the advance or contribution are completed, if the
statutory combined income tax rate is less than the rate used to calculate the gross-up, the Company shall
refund to the Applicant an amount equal to such excess.

When a gross-up amount is to be collected in connection with an extension agreement, the contract will state
the tax rate used to compute the gross up amount, and will also disclose the gross-up amount separately
from the estimated cost of facilities.

2. Refund 01 Income Tax Gross Up

In the case of construction advance refunds made pursuant to Subsection 7.C.1.d (Large Light & Power
Extensions), a pro rata portion of the gross up will be refunded when the amount of the underlying
eentlNbulienadvance is refunded. Any remaining gross-up will be refunded on November 1 of each year as
tax depreciation deductions are taken on the Company's tax returns. At the end of f ive years from
installation, the remaining gross up will be refunded at an amount that reflects the net present value of the
Company's remaining tax depreciation deductions on the underlying advance discounted at the Company's
authorized rate of return.

In the case of all other advances or deferred construction deposit agreements, the gross up will be refunded,
or the amount of required deferred construction deposit will be reduced, as follows:

I
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LINE EXTENSIONS

(continued )

If the full amount of the advance is refunded prior to September 3001 of the year following the year in
which the advance is received, the entire amount of the gross-up will be refunded .

ii. For any amount of the advance not refunded as of September son of the year following the year in
which the advance is received, on November 1* of each year a portion of the gross-up will be refunded
based on the amount of the tax depreciation deductions taken by the Company on its federal and state
income tax returns.

iii. When any advance is refunded after depreciation refunds pursuant to clause ii have begun, a pro rata
portion of the gross up will be refunded reduced by the amount of depreciation rerun ds previously made
for that portion of the gross up.

iv. For any advance that is not refunded at the end of the contract period, the remaining gross up will be
refunded at an amount that resects the net present value of the Company's remaining tax depreciation
deductions on the underlying advance discounted at the Company's authorized rate of return.

Non-refundable Income Tax Gross Up for Contribution in Aid of Construction

a. At the option of the Customer, a non-refundable gross-up may be calculated as follows:

Non-refundable
Gross Up Amount

(Contribution Amount-_- Net Present Value of Tax Depreciation)

(1 - Current Tax Rate)
Contribution Amount

4. Alternate Income Tax Gross Up for Advances in Aid of Construction

a. At the option of the Customer. a gross-uo may be calculated as in Section 7.D.3.a. when an advance is
received. When the Customer has received its Final advance refund the alternate cross-up will be
recon Duted as follows :

r
Alternate Gross UD

Amount

(Advance Amount - Net Present Value of LAgvance Refunds + Tax
Depreciation on Advances Not R need

(1 - Current Tax Rates
Advance Amount

I
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SECTION 8
PROVISION OF SERVICE

Company Responsibility

The Company will be responsible for the safe transmission and distribution of electricity until it passes the point of
delivery to the Customer.

The Company will be responsible for maintaining in safe operating condition all meters, equipment and fixtures
installed on the Customer's premises by the Company for the purpose of delivering electric service to the
Customer. The Company, however, will not be responsible for the condition of meters, equipment, and fixtures
damaged or altered by the Customer.

The Company may, at its option, refuse service until the Customer has obtained all required permits andlor
inspections indicating that the Customer's facilities comply with local construction and safety standards, including
any applicable Com party specifications .

The Company will determine, in its sole discretion, the type of service (including voltage and Point of Delivery) to
be furnished for utilization by the Customer. This includes determinations involving (1) requirements to take
Primary Service and Metering and (2) service voltage (including for any new on-site generation installations or
generation retrofits at the Customer's premises).

Customer Responsibility

Each Customer wiry be responsible for maintaining in safe operating condition all Customer facilities on the
Customer's side of the point of delivery.

Each Customer will be responsible for safeguarding all Company property installed in or on the Customer's
premises for the purpose of supplying utility service to that Customer.

Each Customer will exercise all reasonable care to prevent loss or damage to Company property, excluding
ordinary wear and tear, The Customer will be responsible for loss of or damage ro, Company property on the
Customer's premises arising from neglect, carelessness, misuse, diversion or tampering and will reimburse the
Com party for the cost of necessary repairs or replacements.

Each Customer, rcgzrdlccc et who can: the met", will be responsible for payment for any equipment damage
andIor estimated unmetered usage and all reasonable costs of investigation resulting from unauthorized breaking
of seals, interfering, tampering or bypassing the utility meter.

Each Customer will be responsible for notifying the Company of any equipment failure identified in the Company's
equipment,

I
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SECTION 8
PROVISION OF SERVICE

(continued)

The Customer will be responsible for informing the Company of, and meeting the Company's requirements
regarding, on-site or distributed generation (including distributed renewable resources and combined heat and
power facilities) that the Customer or its agent intends to interconnect to the Company's transmission or
distribution system. This includes compliance with all requirements contained within the Company's most current
Interconnection Requirements for Distributed Generation, and the terms and conditions of the Company's
Agreement for the Interconnection of Customer's Facility. Customer must also agree to enter into the
Interconnection Agreement with the Company. Further, any interconnection must be in accordance with any
applicable Commission regulation and order governing interconnection, as well as applicable laws.

The Customer, at his expense, may install, maintain and operate check-measuring equipment as desired and of a
type approved by the Company, provided that such equipment will be installed so as not to interfere with operation
of the Company's equipment, and provided that no electric energy will be re-metered or sub-metered for resale to
another or to others, except where such re-metering will be done in accordance with the applicable orders of the
Commission.

Continuity of Service

The Company will make reasonable efforts to supply a satisfactory and continuous level of service. However, the
Company will not be responsible for any damage or claim of damage attributable to any interruption, Actuation. or
discontinuation of sen/ice resulting from :

Any cause against which the Company could not have reasonably foreseen or made provision for (i.e., force
majeure),

2. Intentional service interruptions to make repairs or perform routine maintenance, or

3. Curtailment, including brownouts or blackouts.

Service interruptions

The Company will make reasonable efforts to reestablish service within the shortest possible time when service
interruptions occur.

When the Company plans to interrupt service for more than four (4) hours to perform necessary repairs or
maintenance, the Company will attempt to inform affected Customers at least twenty-four (24) hours in advance of
the scheduled date, and these repairs will be completed in the shortest possible time to minimize the
inconvenience to the Customers of the Company.

I
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PROVISION OF SERVICE

(continued )

In the event of a national emergency or local disaster resulting in disruption of normal service, the Company may,
in the public interest, interrupt service to other Customers to provide necessary service to civil defense or other
emergency service agencies on a tem horary basis until norm al service to these agencies can be restored.

The Commission will be notified of interruption in service affecting the entire system or any major division thereof.
The interruption of service and cause will be reported by telephone to the Commission within four (4) hours after
the responsible representative of the Company becomes aware of said interruption. A written report to the
Commission will follow.

Interruption of Sen/ice and Force Majeure

The Company will make reasonable provision to supply a satisfactory and continuous electric service, but does
not guarantee a constant or uninterrupted supply of electricity. The Company will not be liable for any damage or
claim of damage attributable to any temporary, partial or complete interruption or discontinuance of electric
service attributable to a force majeure condition as set forth at Subsections 8.E.4. and 8. E.5. or to any other cause
which the Company could not have reasonably foreseen and made provision against, or which, in the Company's
judgment, is necessary to permit repairs or changes to be made in the Company's electric generating,
transmission or distribution equipment or lo eliminate the possibility of damage to the Company's property or to
the person or property of others.

Whenever the Company deems that a condition exists to warrant interruption or limitation in the service being
rendered, this interruption or limitation will not constitute a breach of contract and will not render the Company
liable for damages suffered thereby or excuse the Customer from further fulfillment of the contract,

The use of electric energy upon the premises or the Customer is at the risk of the Customer. The Company's
liability will cease at the point where its facilities are connected to the Customer's wiring.

Neither the Company nor the Customer will be liable to the other for any act, omission or circumstances
(including, with respect to the Company, but not limited to, inability to provide service) occasioned by or in
consequence of the following:

a. Hood, rain, wind, storm, lightning, earthquake, fire, landslide, washout or other acts of the elements,

b. accident or explosion ,

c. war, rebellion, civil disturbance, mobs, riot, blockade or other act of the public enemy,

d. acts of God,

e. interference of civil and/or military authorities,

f. strikes, lockouts or other labor difficulties,

vandalism, sabotage or malicious mischief,
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PROVISION OF SERVICE

(continued)

i.
j.
k.

usurpation of power, or the laws, rules, regulations or orders made or adopted by any regulatory or other
governmental agency or body (federal, state or local) having jurisdiction of any of the business or affairs of
the Company or the Customer, direct or indirect,

breakage. failure. or accidents to equipment or facilities;

lack, limitation or loss of electrical or fuel supply, or

any other casualty or cause beyond the reasonable control of the Company or the Customer, whether or not
specifically provided herein and without limitation to the types enumerated, and which by the exercise of due
diligence such party is unable to prevent or overcome.

A failure to settle or prevent any strike or other controversy with employees or with anyone purporting or seeking
to represent employees will not be considered to be a matter within the control of the Company.

Nothing contained in this Section will excuse the Customer from the obligation of paying for electricity delivered or
services rendered.

General Liability

The Company will not be responsible for any third-party claims against the Company that arise from Customer's
use of the Company's electricity.

Customer will indemnify, defend and hold harmless the Company (including the costs of reasonable attorney's
fees) against all claims (including, without limitation, claims for damages to any business or property, or injury to,
or death of, any person) arising out of any act or omission of the Customer, or the Customer's agents, in
connection with the Company's service or facilities.

Except in the case of the Company's willful misconduct or gross negligence. t3Fhe vabilty ~' the Lompany will not
be liable to Customer or any other 0artv for damages of any nature arising from errors, mistakes, amissions,
interruptions, or delays of the Company, its agents, servants, or employees, in the course of. or related to.
establishing, furnishing, rearranging, moving, terminating, or changing the service or facilities or equipment,
except tllat for an interruption of service to a Customer. to the extent resulting from error, mistake. omission.
interruption or delay by the Company. the Company's liability. if any. to the Customer shall wiil not exceed an
amount equal to the charges @_r service _applicable under the Company's Rates (calculated on a proportionate
basis where appropriate) tejgr the period of sen/ice intenubtionduiiiig which the error, mistake,
intenuptienordeiayeeeurs.

In no event will the Company he liable for any incidental, indirect, special, or consequential damages (including
lost revenue or profits) of any kind whatsoever regardless of the cause or foreseeability thereof.
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The Company will not be responsible in an occasion for any loss or damage caused by the negligence or wrongful
act of the Customer or any of his agents, employees or licensees in installing, maintaining, using, operating or
interfering with any electric facilities.

SECTION 8
PROVISION OF SERVICE

(ccntin red )

Construction Standards and Safety

The Company will construct all facilities in accordance with the provision of the ANSI C2 Standards (National Electric
Safety Code, 2007 edition, and other amended editions as are adopted by the Commission), the 2007 ANSI B.31 .1
Standards, the ASME Boiler and Pressure Vessel Code, and other applicable American National Standards Institute
Codes and Standards, except for such changes as may be made or permitted by the Commission from time to time. In
the case of conflict between codes and standards, the more rigid code or standard will apply.
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SECTION 9
CHARACTER OF SERVICE - VOLTAGE, FREQUENCY AND PHASE

Electric energy furnished under these Rules and Regulations will be alternating current, sixty (60) hertz single or three-
phase, at the standard, nominal voltages specified by the Company. The following nominal voltages are available on
the Company's system :

1. Residential Customers: 120/240 volts single-phase

2. General Service or Light and Power Customers:

a.

b.

Single-phase: 120/240 volts (all areas)

Three-Phase:

i 1201240 volts 4 wire delta (from overhead system only and not for new service, upgrades only)*

ii. 240/480 volts 4 wire delta (from overhead system only)*

iii. 1201208 volts 4 wire Wye

iv. 277/480 volts 4 wire Wye

* This may be available in some existing underground areas.

The primary voltage supplied will depend on the Customer's load and the system voltage available at that location, it
will be specified by the Company. Normally, this will be one of the following nominal distribution or sub-transmission
voltages: 7970i13800 volts 4 wire Wye, or 46,000 volts 3 wire delta. The actual standard nominal voltages available to
a specific Customer will depend on location, load, and type at system in the area and will be specified by the Company.

A Customer must meet certain minimum load requirements in order to qualify for three-phase service under Section 7
and within the Electrical Service Requirements.

The Company does not guarantee the constancy of its voltage or frequency, nor does it guarantee against its loss of
one or more phases in a three-phase service. The Company will not be responsible for any damage to the Customer's
equipment caused by any or all of these occurrences brought about by circumstances beyond its control.
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SECTION 9
CHARACTER OF SERVICE - VOLTAGE, FREQU ENCY AND PHASE

(continued)

Motor Protection

The following protective apparatus, to be provided by the Customer, is required on all motor installations:

No-Voltage Protection: Motors that cannot be safely subjected to full voltage at starting must be provided with a
device to insure that upon failure of voltage, the motors will be disconnected from the line. Said device should be
provided with a suitable time delay relay.

Overload Protection; All motors whose voltage does not exceed 750 volts are to be provided with approved fuses
of proper rating. Where the voltage exceeds 750 volts, protective devices are to he provided. In these cases it
will be found desirable to install standard switching equipment. The installation of overload relays and no-v0ltage
releases is recommended on all motors, not only as additional protection, but as a means of reducing the cost of
refusing.

Phase Reversal: Reverse phase relays and circuit breakers or equivalent devices are recommended on all
polyphase installations to protect the installation in case of phase reversal or loss of one phase.

Load Fluctuation and Balance

Interference with Service: The Company reserves the right to refuse to supply loads of a character that may
seriously impair service to any other Customers. In the case of hoist or elevator motors, welding machines,
furnaces and other instantiations of like character where the use of electricity is intermittent or subject to violent
fluctuations, the Company may require the Customer to provide at the Customer's own expense suitable
equipment to reasonably limit those fluctuations.

The Company has the right to discontinue electric service to any Customer who continues to use appliances or
other devices, equipment and apparat§i detrimental to the service after the Company notifies the C customer of his
or her causing detriment to the service.

Allowable Instantaneous Starting Current Values: The instantaneous starting current (determined by tests or
based on limits guaranteed by manufacturers) drawn from the line by any motor must not exceed a value (as
determined by the Company) that may be deemed detrimental to the normal operation of the system. If the
starting current of the motor exceeds that value, a starter must be used or other means employed to limit the
current to the value specified. A reduced voltage starter may be required for polyphase motors.

When three-phase entice supplied under a power rate includes incidental lighting, the Customer will supply any
necessary lighting transform ere and arrange its lighting to give a substantially balanced three-phase load .
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SECTION g
CHARACTER OF SERVICE _ VOLTAGE, FREQUENCY AND PHASE

(continued)

Customer Responsibility for Equipment Used in Receiving Electric Energy

No statement or requirement in these Rules and Reg elations can be construed as the assumption of any liability by the
Company for any wiring of electrical equipment or the operation of same, installed in, upon, or about the Customer's
premises, nor will the Company be responsible for any loss or damage occasioned or caused by the negligence, want
of proper care or wrongful act of the Customer, or any of the Customer's agents or employees or licenses on the part
cl the Customer in installing, maintaining, using, operating, or interfering with any such wiring, machinery or apparatus.
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SECTION 10
METER READING

Company or Customer Meter Reading

The Company may, at its discretion, allow for Customer reading of meters.

It will be the responsibility of the Company to inform the Customer how to properly read his or her meter,

Where a Customer reads his or her own meter, the Company will read the Customer's meter at least once every
four (4) month s.

Where the Company must read the meter every four (4) months, the Customer shall pay Fee No. 3 as set forth in
the TEP Statement of Charges for every read.

The Company will provide the Customer with postage-paid cards or other methods to report the monthly reading
to the Company.

The Company will specify the timing requirements for the Customer to submit his or her monthly meter reading to
conform to the Company's billing cycle.

Meter readings will be scheduled for periods of not less than twenty-tive (25) days or more than thirty-five (35)
days. In the event the Customer fails to submit a reading within this ten (10) day period, the Company may issue
the Customer an estimated bill.

In the event the Customer fails to submit monthly reads as designated above, the Company may estimate the
usage for up to three (3) months.

The Company and the Customer shall mutually agree on a method to submit meter reads.

10. Where the Customer is providing their own meter reads, the Customer is responsible for all applicable charges as
calculated from the point the Com party last read the Customer's meter.

11. Meters will be read monthly on as close to the same day as practical.
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SECTION 10
METER READING

(continued)

Measuring of Service

All energy sold to Customers and all energy consumed by the Company, except that sold according to fixed
charge schedules, will be measured by commercially acceptable measuring devices owned and maintained by the
Company. This Subsection will not apply where it is impractical to install meters, such as street lighting or security
lighting, or where otherwise authorized by the Commission.

When there is more than one meter at a location, the metering equipment will be so tagged or plainly marked as
to indicate the circuit metered or metering equipment in accordance with Subsection 3.C.8.

3. Meters which are not direct reading will have the multiplier plainly marked on the meter.

N l chavtc sanen evam reeoFdil:g::\e©erswillbe :narkeé with thedateefiue raced, lhe::\etsr r.ur\har, Gustomor,
:Md 4438 mu't.';:EaThe Company may empbylnder r~~ding technology that records iggqwal data and displays_
total oonsumntion.

5. Metering equipment will not be set "fast" or "slow" to compensate for supply transformer or line losses.

Customer Requested Rereads

The Company will, at the request of a Customer, reread that Customer's meter within ten (10) business days after
the request by the Customer.

Any reread may be charged to the Customer at a rate set forth as Fee No. 2 in the TEP Statement of Charges, if
the original reading was not in error.

3. When a reading is found to be in error, the Company will not charge the Customer for the reread

Access to Customer Premises

At all times, the Company will have the right of safe ingress to and egress from the Customer's premises at all
reasonable hours for any purpose reasonably connected with the Company's property used in furnishing service and
the exercise of any and all rights secured to it by law or these Brules.

Filed By:
Title:
District:

Kenton C. Grant

Vice President of Finance and Rates
Entire Electric Service Area

Effective:
Decision No.
Rules and Regulations

JH*Y-47-29-'*3P&l'Idif1Q_
18942PendinQ

I

I

D .

c .

B.

2.

4.

2.

1.

1.



Tucson Electric Power Company
Rules and Regulations

Tucson Electric Power Original Sheet No.:
Superseding:.

910-2

sEcTlon_1g
METER READING

(continued)

Meter Testing and Maintenance Program

The Company will replace any meter found to be damaged or associated with an inquiry into its accuracy, whether
initiated by the Customer or Company, and which has been in service for more than sixteen (16) years. Replaced
meters will be tested for accuracy and will be acceptable if found to have an error margin within plus or minus
three percent (1 3%).

The Company will file an annual report with the Commission summarizing the results of the meter maintenance
and testing program for that year. At a minimum, the report should include the following data:

a.

b.

Total number of meters tested at Company initiative or upon Customer request, and

Number of meters tested which were outside the acceptable error allowance of i 3% .

Customer Requested Meter Tests

The Company will test a meter upon Customer request and the Company will be authorized to charge the Customer for
the meter test. The charge for the meter test is set forth as Fee No. 13 in the TEP Statement of Charges. However, if
the meter is found to be in error by more than three percent (3%), then no meter testing fee will be charged to the
Customer.

Demands

The Customer's demand may be measured by a demand meter, under all §rate§-eehedules involving billings
based on demand, unless appropriate investigation or tests indicate that the Customer's demand will not be such
as to require a demand meter for correct application of the grate-eeheduie. In cases where billings under a Brave
sshedulerequiring determination of the Customer's demand must be made before a demand meter can be
installed, such billings may be made on an estimated demand basis pending installation of the demand meter,
provided, however, that billings made on the basis of estimated demands will be appropriately adjusted, if
indicated to be greater or less than the actual demands recorded after the demand meter is installed.

Demand meters may be installed at any metering location if the nature of the Customer's equipment and
operation is such as to indicate that a demand meter is required for correct application of the rate schedule.

s. All demands used for billing purposes will be recorded, or computed to the nearest whole kw.
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SECTION 10
METER READING

(continued )

Automated Meter Opt-Out

Residential Electric Service (TRRES} Customers may request meters that do not transmit data wirelessly and the
Company will accommodate .=49h.fe<Lvest= to the extent practicable. For Customers who choose to not have an
automated meter installed or wish to replace an automated meter with a non-transmittinq meter, the Special Meter
Reading Fee set forth as Fee No. 3 in the TEP Statement of Charges will be a monthly recurrirlu charge. The
Automated Meter_Qp;;Qut Set-Up Fee set forth as Fee No. 4 in the TEP Statement of Charges will only apply to those
Customers who request the removal of an automated meter.
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SECTION 11_
BILLING AND COLLECTION

Frequency and Estimated Bills

The Company will bill monthly for services rendered. Meter readings will be scheduled for periods of not less than
twenty-five (25) days or more than thirty-live (35) days.

If the Company is unable to obtain the meter read on the scheduled meter read date, the Company will estimate
the consumption for the billing period as set forth in the Company's Bill Estimation Methodologies Tariff.

After the second consecutive month of estimating the Customer's be, the Company will attempt to secure an
accurate reading of the meter.

Failure on the part of the Customer to comply with a reasonable request by the Company for access to its meter
may lead to the discontinuance of service.

5. Estimated bills will be issued only under the following conditions:

Failure of a Customer who read his own meter to deliver his meter reading card to the Company, in
accordance with the requirements of the Company billing cycle.

Severe weather conditions. emergencies or work stoppages that prevent the Company from reading the
meter.

Circumstances that make it dangerous or impossible to read the meter, including locked Gates, blocked
meters, vicious or dangerous animals, or any force majeure condition as listed in Subsections 8.E.4 and
8.E.5.

*

d. When an electronic meter reading is obtained, but the data cannot be transferred to a Customer information
System,

e. A meter failure or malfunction with no reliable information retained by the meter.

mf. A failure of the meter communication network oreventinq receipt of reliable inform action.

f=g_Meter tampering or energy diversion results in a lack of accurate metered consumption information.

gf ln g event the Customer fails to submit the reading within the designated ten (10) day meter reading
win ow.

h=l _In the event the Customer fails to submit monthly reads as designated above, the Company may estimate
the usage for up to three (3) months.

Each bill based on estimated usage will indicate that it is an estimated bill.

Estimates due to equipment malfunctions may exceed enemy_ m0nth§ if the malfunction could not be reasonably
discovered and/or corrected before additional bills were estimated.

8. A bill is not considered an estimated bill when the end read is based on an actual read.
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SECTION 11
BILLING AND COLLECTION

(continued )

Combining Meters, Minimum Bill Information

Each meter at a Customer's premises will be considered separately for billing purposes, and the readings of two
(2) or more meters will not be combined unless otherwise provided for in the Company's Rates.

Each bill for residential service will contain the following minimum information:

Service account number,

a. Date and meter reading at the start of billing period or number of days in the billing period,

b. Date and meter reading at the end of the billing period,

c. Billed usage and demand (if applicable),

d. Rate schedule number,

e. Company telephone number;

f. Cuslomer's name,

Q-

h. Amount due and due date,

i.

Adjustment clause costs, where applicable,

Other ACC-approved charges:

Past due amount,

kl._AII applicable taxes, and

The address for the Arizona Corporation Commission.

Billing Terms

All bills for the Company's services are due and payable no later than ten (10) days from the date the bill is
rendered. Any payment not received within this time frame will be considered past due.

2. For purposes of this rule, the date a bits is rendered may be evidenced by:

a. The postmark date for bills sent via U.S. Postal Service, or

b. The mailing date, or

c. The billing date shown on the bill. However, the billing date will not differ from the postmark or mailing date
by more than two (2) days.

d. An Electronic Bill will be considered rendered at the time it is electrcnicatly sent to the Customer.

c.
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SECTION 11
BILLING AND COLLECTiON

(continued)

AH past due bills for the Company's services are due and payable within fifteen (15) days. Any payment not
received within this time frame will be considered delinquent and will incur a late payment finance charge.

4. _  8
provisions of the Company's termination procedures.
All delinquent bills for which a valid payment has not been received within five (5) days will be subject to the

4 5. The amount of the late payment penalty as set forth as Fee No. 15 in the TEP Statement of Charges will not
exceed one and one-half percent (1 .5%l of the delinquent bill. aoolied on a monthly basis.

5=LAII payments cf amcunic be made at or cont via U.S. Postal Sorvico to the ofhoo d the
Ccmfmnyof to t.':c Com,'::ny'c Amy aa.-thc :ired rq::::eent:\*'veby a payment method authorized by tL\e_Qompany.

aLA bill will be rendered in a form prescribed by the Company. If the Customer requests a bill in a form other than
the one prescribed by the Company, the Company in its sole discretion may consider such request and charge
the Customer any associated costs.

Applicable Rates, Time-of-Use Meters, Prepayment, Failure to Receive, Commencement Date, Taxes

Each Customer will be billed under the applicable Rate indicated in the Customer's application for service.

For a Customer taking service under a TEP Time-of-Use ("TOU") rate, the Company may charge a fee based on
the incremental cost of a TOU meter versus a non-TOU meter.

3. Customers may pay for electrical service by making advance payments.

Failure to receive bills or notices which have been properly placed in the U.S. Postal Service or posted
electronically will not prevent those bills from becoming delinquent nor relieve the Customer of his obligations
therein.

5. Charges for service commence when the service is installed and connection made, whether used or not.

Billing and Meter Error Corrections

H, after testing, any meter is found to be more than three percent (3%) in error, either fast or slow, proper
correction between three percent (3%) and the amount of the error will be made to previous readings and
adjusted bills will be rendered according to the following terms:

For the period of three (3) months immediately preceding the removal of such meter from service for test or
from the time the meter was in service since last tested, but not exceeding three (3) months since the meter
will have been shown to be in error by such test.

From the date the error occurred, if the date of the cause can be definitely fixed.
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No adjustment will be made by the Company except to the Customer last served by the meter tested.

sEcTml 11
BILLING AND COLLECTION

(continued )

Responsibility for payment of Bills

The Customer is responsible for the payment of bills until service is ordered discontinued and the Company has
had reasonable time to secure a final meter reading for those services involving energy usage, or if non-metered
services are involved until the Company has had reason able time to process the disconnect request.

When an error is found to exist in the billing rendered to the Customer, the Company may correct such an error to
recover or refund the difference between the original billing and the correct billing. The TEP Bill Estimation
Methodologies tariff shall be applied when the Company cannot obtain a complete and valid meter read.
Situations that result in an estimated meter read include inclement weather, lack of access to a Customers meter,
energy diversion, labor unavailability and equipment malfunction .

Except as specified below, corrected charges for under;biIlings shall be limited to three (3) months for residential
accounts and six (6) months for non-residential accounts.

Where the account is billed on a special contract or non-metered rate, corrected charges for under;billings
shall be billed in accordance with the contract or rate requirements and is not limited to three (3) or six (6)
months as applicable .

Where service has been established but no bills have been rendered, or a bill is rendered. but shows no
consumption corrected charges for under;billings shall go back to the date service was established. <

Where there is evidence of meter tampering or energy diversion, corrected charges for under_-billings shall go
back to the date meter tampering or energy diversion began, as determined by the Company.

Where lack of access to the meter (caused by the Customer) has resulted iN estimated bills, corrected
charges for under;billings shall go back to the billing month of the last Company obtained meter read date.

When a Customer s' ms u for service in error at lbs wrong p@i§es or r tests dis infection in error at
the wrong premises. corrected charges tor under-billinos and/0r credits for over-billinos shall go back to the
date of the \8ITor.

Returned Payments

The Company will be allowed to recover a fee, as set forth as Fee No. 14 in the TEP Statement of Charges, for
each instance where a Customer tenders payment for electric service with a payment returned unpaid. This fee
will also apply when an electronic funds transfer ("EFT") is denied for any reason.

When the Company is notified by the Customer's bank or other financial institution that a payment has been
returned unpaid, or denied for any reason, the Company may require the Customer to make payment in cash, by

I

I

I
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I money order, Cc*"ic* c*cc*, or other meansanoroved methods which guarantee the Customer's payment to the
Company.
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SECTION 11
BILLING AND COLLECTION

(continued)

A Customer, who tenders a payment which is returned unpaid, regardless of the reason or method used to pay,
will not be relieved of the obligation to render payment to the Company under the original terms of the bill nor
defer the Com pony's provision for termination of service for nonpayment of bills.

A Customer with two QLretumed payments within a twelve (12) month period may be required to pay with
guaranteed funds, (i.e., cash, money order, or other approved method:c::'~'c"c "*cc':) for any subsequent billing
for twelve (12) months.

Budget Billing Plan

1. The Company may, at its option, offer its Customers a budget billing plan.

r um c onrapany d ioreahudget blllingfrlan, the Cer\pur»y wildeuelep, upon Cuderner request, anoeernaac of tax:
Guetamere mags: biI!'ng fur EThe Cannany will provide. upon Customer request an MmM of the Customer's
budget billlna amount for a twelve-month period based upon:

Customer's actual consumption history, which may be adjusted for abnormal conditions such as weather
variations.

For new Customers, the Company will estimate consumption based on the Cust0mer's anticipated load
requirements.

The Company's Rate approved by the Commission applicable to that Customer's class of service.

The Company will provide the Customer,_ypon Custo_mer request, a concise explanation of how the budget billing
estimate was developed, the impact of budget billing on a Customer's monthly electric bill, and the Company's
right lo adjust the Cust0mer's billing for any variation between the Company's estimated billing and actual billing.

For those Customers being billed under a budget billing plan, the Company will show, at a minimum, the following
information on the Customer's monthly bill:

a .

b .

c .

d .

Actual consumption,

Amount due for actual consumption,

Budget billing amount due, and

Accumulated variation in actual versus budget billing amount.

T"c Company may adjust TM Gus¥cmer's budget bit"rig 'n the event inc Campani a estimate of the Gustomer's
usageandler eoatsheWévarysigniticantly€ramtheGue1onnor'eaetuaiueageandiefeast. This fmiieiwtoadjust
'he are-unt cf me budget billir.g be W the Company Ar Gue*amw.The Company may adjust the
Customer's budget billing in the event the Company's estimate of the Customer's usage and/or cost varies
significantly from the Customer's actual usage andlor cost. This review to adjust the amount of the budget billing
may be initiated bathe Company or the Customer.
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While on the budget billing plan. the Customer shall nay the monthly plan amount. nolwithstandina the current
charges shown on the bill.

SECTION 11
BILLING AND COLLECTION

(continued )

Any other charges incurred by the Customer shall be maid when due in addition to the monthly plan amount,

Interest will not be charged to the Customer on accrued debit balances nor paid by the Company on accrued
credit balances.

Deferred Payment Plan

The Company may, prior to termination of service, offer to qualifying residential Customers a deferred payment
plan for the Customerlo retire unpaid delinda_u_e_ntbills for electric service.

Each deferred payment agreement entered into by the Company and the Customer, due to the Customer's
inability to pay an outstanding bill in full, will provide that service will not be discontinued if:

b.

c.

Customer agrees to pay a reasonable amount of the outstanding bill at the time the parties enter into the
deferred payment agreement.

Customer agrees to pay all future bills for electric service in accordance with the Company's Rates.

Customer agrees to pay a reasonable portion of the remaining outstanding balance in installments over a
period not to exceed six (6) months.

For the purpose of determining a reasonable installment payment schedule under these rules, the Company and
the Customer will give consideration to the following conditions:

a. Size of the delinquent account,

b. Customer's ability to pay,

c. Customer's payment history,

d. Length of time the debt has been outstanding,

e. Circumstances which resulted in the debt being outstanding, and

f. Any other relevant factors related to the circumstances of the Customer.

Any Customer who desires to enter into a deferred payment agreement must do so before the Company's
scheduled termination date for nonpayment of bills. The Customer's failure to execute a deferred payment
agreement prior to the scheduled service termination date will not prevent the Company from terminating service
for nonpayment.

I.
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Deferred payment agreements may be in writing and may be signed by the Customer and an authorized
Com party representative.

SEQION 11
BILLING AND COLLECTION

(continued )

A deferred payment agreement Endue a tirearex :barge in an =:".c::r:* aqua! to the Com,-:an;"c °*'ua1 M
::~.er~..gc Sc* c'prcvEdir.g was arrangement: does not relieve the unpdd balance from being aweesed a monthly
late charge as set forth a Fee No. 15 in the TEP Statement of Charges. in accordance with the current late
oaymentfee pereentaqe rate.

If a Customer has not fulfilled the terms of a deferred payment agreement, the Company has the right to
disconnect service pursuant to the Company's Termination of Service Rules in Section 12 and, under these
circumstances, it will not be required to offer subsequent negotiation of a deferred payment agreement prior to
disconnection.

Change of Occupancy

The Customer must give the Company at least three (3) business days advance notice via the website. e-mail, in
writing or by telephone, to discontinue service or to change occupancy.

The outgoing Customer will be responsible for all electric services provided andior consumed up to the scheduled
tum-off date.

I

I

The outgoing Customer or progeny owner, in the case 01 a known landlcrdltenant situation, is responsible for
providing access to the meter so that the Company may obtain a final meter reading. If access is unavailable, due
to the action or inaction of the Customer or property_ owner, the outgoing Customer or owner landlord will be
responsible for the services consumed until such time as access is provided and services can be
disconnectedtuened-elf.

Electronic Billing

Electronic Billing is an optional billing service whereby Customers may elect to receive, view and pay their bills
electronically, The Company may modify its Electronic Billing services from time to time. A Customer electing an
electronic billing service may receive an electronic bill in lieu of a paper bill.

Customers electing an electronic billing service may be required to complete additional forms and agreements.

3. Electronic Billing may be discontinued at any time by Company or the Customer.

I
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An Electronic Bill will be considered rendered at the time it is electronically sent to the Customer. Failure to
receive bills or notices that have been properly sent by an Electronic Billing system does not prevent these bills
from becoming delinquent and does not relieve the Customer of the Customer's obligations therein.

Any notices that the Company is required to send to the Customer who has elected an Electronic Billing service
may be sent by electronic means at the option of the Company.

Except as otherwise provided in this subsection, all other provisions of the Company's Rules and Regulations and
other applicable Rates are applicable to Electronic Billing.

SECTION 11
BILLING AND COLLECTION

(continued)

The Customer must provide the Company with a current email address for electronic bill delivery. If the electronic
bill is electronically sent to the Customer at the email address that the Customer provided to the Company, then
the Electronic Bill will be considered properly sent. Further, the Customer will be responsible for updating the
Company with any changes to this email address. Failure to do so will not excuse the Customer tram timely
paying the Company for electric service.

Collections

All unpaid closed accounts may be referred to a collection agency for collections.

If a collection agency referral is warranted for collection of unpaid final bills, Customer will be responsible for
associated collection agency fees ineun=edassessed by the Company or its Agent. If the unpaid bill is referred to a
credit bureau, the Company will not be held responsible to notify the Credit Bureau of any payment status.

Refunds

Customers will not be eligible for refunds, rebates or other Company program payments if the Customer has a
delinquent Company balance.

Refund of Credit Balance Following Discontinuance of Sen/ice

Upon discontinuance of service, the Company shall refund the Customer any credit balance remaining on the account.
with the consent of the Customer (when available), any credit balance remaining on the account that is less than
$5.00, shall be donated to a low-income assistance program to be determined by the Company or as may be required
by law.
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SECTION 12
TERMINATION OF SERVICE

Nonpermissible Reasons to Disconnect Service

The Company will not disconnect service for any of the reasons stated below:

Delinquency in payment for service rendered to a prior Customer at the premises where service is being
provided, except in the instance where the prior Customer continues to reside on the premises;

b.

c.

d.

Failure of the Customer to pay for services or equipment which are not regulated by the Acc,

Nonpayment of a bill related to another class of service; or

Failure to pay a bill to correct a previous underbilling due to an inaccurate meter or meter failure if the
Customer agrees to pay over a reasonable period of time.

The Company will not terminate residential service where the Customer has an inability to pay and:

The Customer can establish through medical documentation that, in the opinion of a licensed medical
physician, termination would be especially dangerous to the Customers health or the health of a permanent
resident residing on the Customers premises,

b.

c.

Life supporting equipment used in the home that depends on electric sen/ice for its operation, or

Where weather will be especially dangerous to health as defined herein or as determined by the ACC.

Residential sen/lce to ill, elderly, or handicapped persons who have an inability to pay will not be terminated until
all of the following have been attempted:

The Customer has been informed of the possible availability of funds from various government and social
assistance agencies of which the Company is aware, and

A third party previously designated by the Customer has been notified and has not made arrangements to
pay the outstanding electric bill.

A Customer utilizing the provisions of subsections 2 or 3 above may be required to enter into a deferred payment
agreement with the Company within ten (10) days after the scheduled termination date,

Failure to pay the bill of another Customer as guarantor thereof.

Disputed bills where the Customer has complied with the ACC's rules on Customer bill disputes.

A.
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SEcTjQn..12_
TERMINATION OF SERVICE

(continued)

Termination of Service Without Notice

1. Electric service may be disconnected without advance written notice under the following conditions:

b.

c.

d.

The existence of an obvious safety or health hazard to the consumer, the general population or the
Company's personnel or facilities,

The Company has evidence of meter tampering or fraud, or

The Company has evidence of unauthorized resale or use of electric service, or

Customer makes payment to avoidlst0p disconnection for non-payment with a dishonored or fraudulent
payment. The Company will not be required to restore service until the repayment of those funds and all
other delinquent amounts are paid by cash, money order, cashiers check, certified funds or verified
electronic payment, or

Customer makes payment to reconnect service with a dishonored or fraudulent payment. The Company will
not be required to restore sen/ice until the repayment of those funds and all other delinquent amounts are
paid by cash, money order, cashiel"s check, certified funds or verified electronic payment, or

Failure of a Customer to comply with the curtailment procedures imposed by the Company during supply

shortages.

The Company will not be required to restore service until the 00nditions that led to the termination have been
corrected to the satisfaction of the Company.

The Company will maintain a re00rd of all terminations of service without notice for a minimum of one (1) year and
will be available for inspection by the Commission .

Termination of Service With Notice

The Company may disconnect service to any Customer for any reason stated below provided that the Company
has Mei the notice requirements described in Subsection 12.E. below:

a.

b.

c.

d.

e.

f.

Customer violation of any of the Company's Rates,

Failure of the Customer to pay a delinquent bill for electric service,

Failure at a prior Customer to pay a delinquent bill for electric service where the prior Customer continues to
reside on the premise,

Failure of the Customer to meet agreed-upon deferred payment arrangements,

Failure to meet or maintain the Company's deposit requirements,

Failure of the Customer to provide the Company reasonable safe access to its equipment and property,

Filed By:
Title:
District

Kenton C. Grant

Vice President of Finance and Rates
Entire Electric Service Area

Effective:
Decision No.
Rules and Regulations

July4-,-2013Pending
¥3942Pending

c .

3.

2.

1.

f.

e.

a.



Tucson Electric Power Company
Rules and Regulations

Tucson Electric Power Original Sheet No.:
Superseding:

912-2

g.

h.

i.

j.
k.
I.
m.

Returned or invalid payments;

Customer breach of a written contract for senrioe between the Company and Customer,

When necessary for the Company to comply with an order of any governmental agency having such
jurisdiction,

When a hazard exists that is not imminent, but in the Company's opinion, may cause property damage,

Customer facilities that do not comply with Company requirements or specifications,

Failure to provide or retain rights-0f-way 0r easements necessary to serve the Customer, or

The Company learns of the existence of any condition in Section 3.D., Grounds for Refusal of Service.

The Company will maintain a record of all terminations of sen/ice with notice for one (1) year and be available for
Commission inspection.

The Company will not be obligated to rectify the Customer of the termination of service, even if the Customer - after
receiving the required termination of service notification - has made payment, yet the payment is returned within three
(3) to he (5) business days of receipt for any reason. The original notification will apply.

Termination Notice Requirements

The Company will not terminate service to any of its Customers without providing advance written notice to the
Customer of the Company's intent to disconnect service, except under those conditions specified in Subsection
12.B. where advance written notice is not required.

This advance written notice will contain, at a minimum, the following information:

a.

b.

The name of the person whose service is to be terminated and the address where service is being rendered.

The Company's Rate that was violated and explanation of the violation or the amount of the bill that the
Customer has failed to pay in aocordanoe with the payment policy of the Company, if applicable.

The date on or after which sen/ice may be terminated.c,

d. A statement advising the Customer to contact the Company at a specific phone number for information
regarding any deferred payment or other procedures that the Company may offer or to work out some other
mutually agreeable solution to avoid termination of the Customer's service.

E.

D.
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SECTION 12
TERMINATION OF SERVICE

(continued)

A statement advising the Customer the Company's stated reason(s) for the termination of sen/ioes may be
disputed by contacting the Company at a specific address or phone number, advising the Company of the
dispute and making arrangements to discuss the cause for termination with a responsible employee of the
Company in advance ct the scheduled date of termination. The responsible employee will be empowered to
resolve the dispute and the Company will retain the option to terminate service after affording this opportunity
for a meeting and concluding that the reasons for termination is just and advising the Customer of his right to
file a complaint with the Commission.

Where applicable, a copy of the termination notice will be simultaneously forwarded to designated third parties.

Timing of Terminations With Notice

The Company will give at least a five (5) day advance written notice prior to the termination date.

This notice will be considered to be given to the Customer when a copy of the notice is left with the Customer or
posted first class via the U.S. Postal Sen/ice, addressed to the Customer's last known address.

If, after the period cf time allowed by the notice has elapsed and the delinquent account has not been paid nor
arrangements made with the Company for payment 01 the bill - or in the case of a violation of the Company's
rules the Customer has not satisfied the Company that this violation has ceased - then the Company may
terminate service on or after the day specified in the notice without giving further notice.

The Company will have the right (but not the obligation) to remove any or all of its properly installed on the
Customer's premises upon the termination of service. Upon the termination of service the Company may, without
liability for injury or damage, dismantle and remove its line extension facilities within two (2) years after termination
of selvioe. The Company will give the Customer thirty (30) days written notice before removing its facilities should
the Company decide to do so, or else waive any reestablishment charge within the next one (1) year for the same
service to the same Customer at the same location.

Landlordffenant Rule

In situations where service is rendered at an address different from the mailing address of the bill or where the
Company knows that a landlord tenant relationship exists and the landlord is the Customer of the Company, and
where the landlord as a Customer would otherwise be subject to disconnection of service, the Company may not
disconnect service until the following actions have been taken:

Where it is feasible to so provide service, the Company, after providing notice as required in these rules, will
offer the occupant the opportunity to subscribe for service in his or her own name. If the occupantthen
declines to so subscribe, the Company may disconnect service pursuant to the rules.

The Company will not attempt to recover from a tenant or condition service 10 a tenant, upon the prepayment
of any outstanding bills or other charges due upon the outstanding account of the landlord.

G.

F.
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SECTION 13
RECONNECTION OF SERVICE

When service has been discontinued for any of the reasons set forth in these Rules and Regulations, the Company will
not be required to restore service until the following conditions have been met by the Customer:

Where service was discontinued without notice:

1. The hazardous condition must be removed and the installation will conform to accepted standards.

All bills for service andlor applicable investigative costs due the Company by reason of fraudulent or unauthorized
use, diversion or tampering must be paid and a deposit to guarantee the payment of future bills may be required.

3. Required aITangements for sen/ice must be made.

Where service was discontinued with notice:

The Customer must make arrangements for the payment of all bills and these arrangements must be satisfactory
to the Company.

The Customer must furnish a satisfactory guarantee to pay all future bills.

The Customer must correct any and all violations of these Rules and Regulations.

B.

A.
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SECTION 14
ADMINISTRATIVE AND HEARING REQUIREMENTS

Customer Service Complaints

The Company will make a full and prompt investigation of all service complaints made by its Customers, either
directly or through the Commission.

The Company will respond to the complainant and/or the Commission representative within five (5) business days
as to the status of the Company's investigation.

The Company will notify the complainant andlor the Commission representative 01 the final disposition cf each
complaint. Upon request of the complainant or the Commission representative, the Company will report the
findings of its investigation in writing.

4. The Company will inform the Customer of his right of appeal to the Commission.

The Company will keep a record of all written service complaints received that must contain, at a minimum, the
following data:

a,

b.

c.

d.

Name and address of complainant,

Date and nature of the complaint,

Disposition of the complaint, and

A copy 0f any correspondence between the Company, the Customer, andlor the Commission.

This record will be maintained for a minimum period of one (1) year and will be available for inspection by the
Commission.

Customer Bill Disputes

Any utility Customer who disputes a portion of a bill rendered for electric sen/ice must pay the undisputed portion
of the bill and notify the Company's designated representative that any unpaid amount is in dispute prior to the
delinquent date of the bill.
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SECTION 14
ADMINISTRATIVE AND HEARING REQUIREMENTS

(continued)

a.

b.

c.

Upon receipt of the Customer notice of dispute, the Company will:

Notify the Customer within five (5) business days of the receipt of a written dispute notice.

Initiate a prompt investigation as to the source of the dispute.

Withhold disconnection of service until the investigation is completed and the Customer is intomled of the
results.

d.

e.

Upon request of the Customer, the Company will report the results of the investigation in uniting.

Inform the Customer of his right of appeal to the Commission.

Once the Customer has received the results of the Company's investigation, the Customer will submit payment
within five (5) business days to the Company for any disputed amounts. Failure to make full payment may be
grounds for termination of service.

The Company will inform the Customer of his right of appeal to the Commission.

Commission resolution of service and bill disputes

In the event the Customer and the Company cannot resolve a service or bill dispute the Customer must file a
written statement of dissatisfaction with the Commission, by submitting this statement to the Commission, the
Customer will be deemed to have filed an informal complaint against the Company.

Within 30 days 01 the receipt of a written statement of Customer dissatisfaction related to a sen/ice or bill dispute,
a designated representative of the Commission will endeavor to resolve the dispute by correspondence or
telephone with the Company and the Customer. If resolution of the dispute is not achieved within 20 days of the
Commission representatives initial effort, the Commission will hold an informal meeting to arbitrate the resolution
of the dispute. This informal meeting will be governed by the following rules:

a.

b.

c.

Each party may be represented by legal counsel, if desired.

All informal meetings may be recorded or held in the presence of a stenographer.

All parties will have the opportunity to present written or oral evidentiary material to support the positions of
the individual parties.

Ail parties and the Commission's representative will be given the opportunity to cross-examine the various
pa Les,

c .
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SECTION 14
ADMINISTRATIVE AND HEARING REQUIREMENTS

(continued)

The Commission's representative will render a written decision to all parties within five business days after
the date of the informal meeting. This written decision of the arbitrator is not binding on any of the parties and
the parties may still make a formal complaint to the Commission.

The Company may implement its termination procedures if the Customer fails to pay all bills rendered during the
resolution of the dispute by the Commission.

The Company will maintain a record of written statements of dissatisfaction and their resolution for a minimum of
one (1) year and make these records available for Commission inspection.
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SECTION 15
TEMPORARY SERVICE OR CYCLICAL USAGE

For electric service of a temporary nature [less than two (2) years], Qieline extension charges will be the cost of
establishing and removing the temporary serviccmcy app'y ac cc* forth 'n **c TEP StcNcmcn* of Charges, in addition to
the regular charges for service which will be billed under the applicable rate schedule. Emergency, supplementary,
breakdown brother standby service is not considered temporary and is subject to the provisions of Section 16.
Permanent or semi-permanent businesses whose characteristics of operation result in infrequent cyclical usage of
energy (e.g., asphalt batch plants, lettuce cooling plants) will require separate contracts with the Company to assure
full recovery of the Company's annual ownership cost on the total facilities installed to provide service to the Applicant.

A.
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SECTION 18
STANDBY SERVICE

Emergency, breakdown, supplementary or other standby service wilt be supplied by the Company at its option only
under special contracts specifying the rates, terms and conditions governing such service.
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SECTION 17
POWER FACTOR

The Company may require the Customer by written notice to either maintain a specified minimum lagging power factor
or the Company may after thirty (30) days install power factor corrective equipment and bill the Customer for the total
costs of this equipment and installation.

In the case of apparatus and devices having low power factor, now in service, which may hereafter be replaced, and all
similar equipment hereafter installed or replaced, served under general commercial schedules, the Company may
require the Customer to provide, at the Customer's own expense, power factor collective equipment to increase the
power factor of any such devices to not less than ninety percent (9 0)1se¥sent.

If the Customer installs and owns the capacitors needed to supply his reactive power requirements, then the Customer
must equip them with suitable disconnecting switches, so installed that the capacitors will be disconnected from the
Company's lines whenever the Customers load is disconnected from the Company's facilities.

Gaseous tube installations totaling more than one thousand (1 ,000) v0lt-amperes must be equipped with capacitors of
sufficient rating to maintain a minimum of ninety percent (9§Q%) lagging power factor.

Company installation and removal of metering equipment to measure power factor will be at the discretion of the
Company.

I

I

E.

c .
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Compliance Requirements to be Eliminated

Tucson Electric Power Company

l. All Re porting Re quire me nts  re la te d to the  Re ta il Ele ctric Compe tition Rule s , A.A.C.
R14-2-1601 e t seq.

2. Filing of Report eve ry 5 yea rs  lis ting potentia l improvements  to Springe rville  4 tha t
reduce  emissions and costs  associa ted with the  improvements  by Decis ion No. 65347 (Nov. 1,
2002).

3. Filing of Annua l Cos t Conta inme nt Re port re quire d initia lly by De cis ion No. 59594
(Ma rch 29, 1996).

4. Filing of a  Full De coupling Re port in conne ction with LFCR a nnua l a djus tme nt
required by Decis ion No. 73912 (June  27, 2013).

5. Filing of AnnuaI Le tte r on TEP 's  Code  of Conduct required by Decis ion No. 62767
(Augus t 2, 2000).

6. Filing of Annua l Summer P repa redness  Report Cyprus  S ie s ta  CEC required by

Decis ion No. 69680 (June  28, 2007).

7. Filing ofAnnua l S ign Replacement Report, Cyprus  S ie rrita  CEC required by Decis ion
No. 69680 (June  28, 2007).

8. Filing of Annua l Se lf-Ce rtifica tion Le tte r, Ga teway Subs ta tion CEC required by
Decis ion No. 64356 (January 15, 2002).

9. Develop a  da ta  base  of exis ting renewable  energy resources  within its  se rvice  a rea  within
s ix months  from the  e ffective  da te  of the  Decis ion. The  inventories  sha ll be  revised annua lly and
submitted to S ta ff each yea r a s  pa rt of the  his torica l da ta  filings  required under the  IP  rule s
(RI4-2-703. A&B) re quire d by De cis ion No. 58643 (June  01, 1994).


