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Reliant Resources, Inc., by and through its attorneys, hereby files the 

Summary of Testimony of Curtis L. Kebler, Director of Asset Commercialization, 

West Region. 

RESPECTFULLY submitted this 18th day of June, 2002. 

MARTINEZ & CURTIS, P.C. 

'Michael A. Curtis 
william P. Sullivan 
Paul R. Michaud 
2712 North Seventh Street 
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Attorneys for Reliant Resources, Inc. 
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SUMMARY OF CURTIS L. KEBLER’S TESTIMONY 

Mr. Kebler testifies that the transfer of APS’ generation assets to Pinnacle West Energy 
Corporation (“PWEC”) results in the concentration of available generation capacity within a 
single entity. This concentration of generation, coupled with existing transmission constraints, 
does not provide the conditions necessary for multiple suppliers to compete effectively in the 
provision of generation services on behalf of APS Standard Offer customers. 

One approach to mitigating the market power associated with the asset transfer is to conduct a 
capacity auction in which PWEC auctions a specified portion (e.g., one-third) of the output of the 
generation capacity being transferred. The auction is not selling the “asset” itself, only an 
entitlement to the output and would include a variety of capacity products (i.e., base load, 
intermediate, cyclic and peaking assets), and the resulting capacity contracts would vary in 
length (monthly, annual and bi-annual). The capacity contracts would have additional 
characteristics, such as system transmission entitlement and must-offer requirements. PWEC 
would be precluded from participating as a bidder in the capacity auction. 

The capacity provides a market-determined price for capacity that will be available to participate 
in the Rule 1606fB) competitive solicitation process. The Commission can also rely on the 
results of the capacity auction as a guide in determining the reasonableness of any bi-lateral 
contracts between APS and other parties, including PWEC. It provides multiple suppliers the 
opportunity to compete within the constrained areas during the period until construction of new 
generation is completed and transmission constraints are alleviated. The capacity auction, thus, 
addresses market power issues by spreading a specified portion of the capacity to multiple 
entities and subjects the auctioned capacity to market pricing prior to participation in the Rule 
1606(b) competitive solicitation process. 

The market power issue should also be addressed in the Rule 1606@) process itself by providing 
for staggered delivery dates and varying contract term lengths. The initial solicitation should 
provide for delivery beginning in July 2003, and have contract terms extending no longer than 3 
years. Companion solicitations should establish initial delivery dates of July 2005 and 2006, and 
should provide for varying contract lengths in the range of 2 to 4 years, 5 to 7 years and 10 to 15 
years. Utilization of multiple delivery dates allows bids to include additional proposed 
generation as it becomes available and initiates the ongoing process of competitive power 
procurement, 

Mr. Kebler cautions the Commission to guard against illusionary competitive power procurement 
processes that allow existing generation to become entrenched and effectively exclude 
competition by entering into long-term contracts before competitive power can be made 
available. The solicitation structure and bi-lateral contract guidelines approved by the 
Commission must encourage and facilitate the development of a robust competitive wholesale 
power market. 

Transmission rights associated with APS’ current generating assets in serving native load 
customers must be made available to the entity responsible for serving the native load. In other 
words, transmission rights on APS’ system must be automatically available to successfid bidders, 
since APS’ transmission is associated with the load, not specific generating capacity. 
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Original and eighteen (1 8) copies of the foregoing document filed with service list this 18th 
day of June, 2002 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washiigton Street 
Phoenix, Arizona 85007 

Copies of the foregoing hand-delivered without a copy of the service list this 18th day of 
June, 2002 to: 

William A. Mundell, Chairman 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Jim Irvin, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Marc Spitzer, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Hercules Dellas 
Aide to Chairman Mundell 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Kevin Barley 
Aide to Commissioner Irvin 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Paul Walker 
Aide to Commissioner Spitzer 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ernest Johnson, Director 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Lyn Farmer 
Chief Administrative Law Judge 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Christopher Kempley, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Jerry Smith 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Brian O’Neil, Executive Secretary 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve Olea, Asst. Director 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix,Arizona85007 
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JOE EICHELBERGER 
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PO Box 37 
SUPERIOR AZ 85273 

STEVE MONTGOMERY 
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2032 W 4TH STREET 
TEMPE AZ 85281 

LlNDY FUNKHOUSER 
SCOTT S WAKEFIELD 
RUCO 
2828 N CENTRAL AVE 
SUITE 1200 
PHOENIX AZ 85004 

WALTER W MEEK PRESIDENT 
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2100 N CENTRAL SUITE 210 
PHOENIX AZ 85004 

NORMAN J FURUTA 
DEPT OF THE NAVY 
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RICK LAWS 
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ELEC ASSOC 
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JESSICA YOULE 
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MAIL STATION PAB2 11 PO BOX 52025 
PHOENIX AZ 85072-2025 
Kiharrti2smm dm Jkbm&&nmetmnn 

RANDALLHWARNER 
JONES SKELTON & HOCHULI PLC 
2901 N CENTRAL AVE SUITE 800 
PHOENIX ARIZONA 850 12 

MARY-ELLEN KANE 
ACAA 
2627 NORTH 3RD STREET SUITE TWO 
PHOENIX ARIZONA 85004 
Mkan&az~.org 

CURTIS L KEBLER 
RELIANT RESOURCES Ih'c 
8996 ETIWANDA AVE 
RANCHO CUCAMONGA, CA 91739 

JAY KAPROSY 
PHOENIX CHAMBER OF COMMERCE 
201 N CENTRAL AVE 27TH FL 
PHOENIX ARIZONA 85073 

HOWARD GELLER 
SWEEP 
2260 BASELINE RD SUITE 200 
BOULDER COLORADO 80302 
HgzllWa?suzlmgv..org 

GARY A DODGE 
HATCH JAMES & DODGE 
10 WEST BROADWAY SUITE 400 
SALT LAKE CITY UTAH 84101 

LAURIE WOODALL 
OFC OF THE ATTY GEN 
15 S 15TH AVENUE 
PHOENIX ARIZONA 85007 
Laurie.woodall~~az.state.az.us 

mailto:Thaesa.niead@aes.com
http://Kwtaicc3aol.com
http://Scbkeh&ol.com
http://HgzllWa?suzlmgv..org
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LAW OFFICES I MARTINE2BCURTIS.P.C. 
2712 NORTH 7TH STREET 

PHOENIX.AZ85006-1090 
( 6 0 2 )  248 -0372  

DONNA M BRONSKI 
CITY OF SCOTTSDALE 
3939 N DRINKWATER BLVD 
SCOTTSDALE ARIZONA 8525 1 
Dbronski@ci.mttsdale.cottsQle.aLle 

MICHAEL ATRENTEL 
PATRICK W BURNETT 
PANDA ENERGY INTERNATIONAL 
4100 SPRING VALLEY SUITE 1010 
DALLAS TEXAS 75244 
Michaelt&andaenerm.cxmi 
Patb@man&wnerw.com 

JOHN A M O T A  JR 
MILLER M O T A  & PETERS PLC 
5225 N CENTRAL AVE SUITE 235 
PHOENlX ARJZONA 85012 

JOAN WALKER-RATLET 
MANAGER REGULATORY AFFAIRS 
CONOCO GAS AND POWER 
1000 SOUTH PINE 
P 0 BOX 1267 125-4 ST 
PONCA CITY OK 74602 
Joan.walker-ratl~-.m 

MICHAELRENGLEMAN 
DICKSTEIN SHAPIRO ET AL 
2101 L STREETNW 
WASHINGTON DC 20037 

WILLIAM BAKER 
ELECTRICAL DISTRICT NO 6 
7310 N 16TH STREET SUITE 320 
PHOENIX ARIZONA 85020 

BRADFORD ABORMAN 
PACIFICORP 
201 S MAIN SUITE 2000 
SALT LAKE CITY UTAH 84140 

ROBERT J METLI ESQ 
CHEIFETZ & IANNITELLI PA 
3238 NORTH 16TH STREET 
PHOENIX ARIZONA 85016 

9 

DAVID ACRABTREE 
DIERDRE A BROWN 
TECO POWER SVCS CORP 
P 0 BOX 111 
TAMPA FLORIDA 33602 
Dambtred&teccKnerm.com 
D ) a . c o n i  

JESSE DILLON 
PPL SERVICES CORP 
2 NORTH NINTH STREET 

iadi l lm&hveb.m , 

ALLENTOWN PA 18101-1179 

S A M  DEFRAW (ATTN CODE OOI) 
RATE INTERVENTION DMSION 
NAVAL FACILITIES ENGINEERING COMA 
BUILDING 2 12 4M FLOOR 90 1 M STREET ! 
WASHINGTON DC 20374-5018 

THOMAS MulvLAW ESQ 
PINNACLE WEST CAPITAL CORP 
POST OFFICE BOX 53999 
W L  STATION 8695 

t h o m a s . h l e w e s t c o m  
PHOENIX ARIZONA 85072-3999 

mailto:Patb@man&wnerw.com
http://Dambtred&teccKnerm.com

