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Corporation 

BEFORE THE ARIZONA CORPORATION s , L - v w .  J - f f  

Commission (“Commission”) filed a motion to consolidate the preliminary 
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A HEARING TO DETERMINE THE FAIR 
VALUE OF THE UTILITY PROPERTY OF THE 
COMPANY FOR RATEMAKING PURPOSES, 
TO FIX A JUST AND REASONABLE RATE OF 
RETURN THEREON, TO APPROVE RATE 
SCHEDULES DESIGNED TO DEVELOP 
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PURCHASED POWER CONTRACT. 
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Company’s (“APS) financing application (Docket No. E-01 345A-02-0707) with APS’ 

pending rate case (E-01 345A-03-0437). RUCO opposes consolidation of the two matters. 

Decision No. 65796 ordered Staff to conduct an inquiry into APS’ and its affiliates’ 

compliance with the Electric Competition Rules, Decision No. 61973, APS’ Code of 

Conduct, and applicable law. Decision No. 65976 at 44. The Commission expressed 

concern over testimony in the APS financing hearing regarding Pinnacle West Capital 

Corporation’s (“PWCC) possible use of APS to “gain advantage in the developing 

competitive environment.” Decision No. 65976 at 34. Staff‘s Motion contends that, 

because APS argued in both the financing application and in the current rate case that 

Pinnacle West Energy Corporation (“PW EC”) assets are “dedicated” to APS’ customers, 

the preliminary inquiry required by Decision No. 65796 should be consolidated into the 

APS rate case. Staff states that “much of the same information sought for the preliminary 

inquiry will be relevant to the issue of whether the PWEC assets should be included in 

APS’ rate base.’’ Motion at 2. 

The determination of whether the PWEC assets should be included in APS’ rate 

base is sure to be a complex portion of the upcoming rate case. The Commission’s 

resolution of the matter will depend on both its views of the policy of returning APS to a 

vertically integrated utility, and a consideration of the degree to which the PWEC assets 

are used and useful to serve APS’ native load customers. In contrast, the question before 

the Commission in the preliminary inquiry will be the appropriateness of the conduct of 

APS and its affiliates in light of the fact that they believed that the PWEC assets were 

necessary to meet APS’ native load. It is not so much the reasonableness of that belief 

that is at issue in the preliminary inquiry, but APS’ and its affiliates’ conduct based on that 
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Ielief. In addition, the rate case will look forward to consider the degree to which the 

’WEC assets are used and useful to serve APS’ load. The preliminary inquiry will be 

ooking backward, examining APS and its affiliates’ conducts of three to four years ago.’ 

The issue in the preliminary inquiry is not “substantially the same” as the issue in the rate 

:ase. See A.A.C. R14-3-l09(H). 

The APS rate case will require the Commission to resolve a host of difficult and 

echnical matters. There is no efficiency gained by the Commission inserting into that 

iroceeding the unrelated issue of whether APS and its affiliates acted appropriately in their 

last dealings. While the latter question is important, it should be examined separately 

?om the APS rate case. 

RESPECTFULLY SUBMITTED this 1 Oth day of November, 2003. 

v Chief Counsel 

Even if the degree to which PWEC assets may be necessary to meet APS’ load is an issue common 
o both proceedings, the preliminary inquiry would examine the reasonableness of APS’ past belief on that 
ssue. The rate case evaluation of that question from today’s perspective looking forward is a different 
natter. 
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