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Arizona Corporation Commission

DOCKETED

Chairman William Mundell

Arizona Corporation Commission 'S 09:
1200 W. Washington EP 03 2002
Phoemix, AZ ‘ DOCKETEL &7

SUBJECT: Docket No. W-01303A-01-0983
Arizona-American Water Company
Amendment to Application for Waiver and Notice of Intent to Reorganize

Dear Mr. Mundell,

The Sun City Taxpayers Association (SCTA) is not intervenor on the aforementioned docket. 1
am writing to you today as the Chairman of the Utilities Committee of the SCTA and as a
concerned citizen.

The SCTA has been investigating the acquisition of Arizona-American (AZ-AM) by RWE AG.
One of our directors wrote an editorial for the Daily News Sun on the subject (see attached).
Then the article “Vital question: Who owns the world’s water?” appeared in Sunday’s Arizona
Republic (see attached) with RWE AG prominently mentioned. Sun City has been “through the
mill” as they say with its water utilities and we are very concerned about the impacts of this
acquisition on our community.

Our research has indicated that we are not alone in our concerms. The Public Service
Commissions, the equivalents of the ACC, of both Kentucky and West Virginia have madc
approval of the acquisition in their respective states conditional. Ope of the conditions allow for
the freezing of rates for upwards of four years after the acquisition. Both Kentucky and West
Virginia wanted to insure that the costs of acquiring American Water Works (AAW) would not
be passed along to customers. PSC staff analysts were concerned that their respective AAW
subsidiaries would not be able to get a reasonable rate of return on their investment after the
acquisition, but didn’t want the ratepayers to pay the price. Delaying rate increases also
eliminated the subsidiaries from making frequent requests to the PSCs for rate increases. In
West Virginia, AAW employees were given large retention bonuses. The PSC staff included a
condition that would not allow those costs to be passed on to ratepayers. On the upside, staff
included a condition that any cost savings generated by the acquisition would be passed through
to consumers, maybe even a rate cut. Also included, the subsidiary’s accessibility to the lower
cost of capital the acquisition would provide at a lower cost for ratepayers for any improvements
and expansion plans. ‘




Aug 30 02 08:23a SunCity Taxpayers Associa (6231833-03384 p.3

Mr. William Mundell
August 28, 2002
Page Two

What the SCTA wants to know is this: Are we going to get any of these assurances? Has the
ACC staff taken these same concerns under consideration in their negotiations? We don’t want
the ACC to put a “rubber stamp” on this acquisition without a thorough review.

Please respond to the SCTA, in writing, with your evaluation and current status of this docket.
Your prompt attention to this matter is appreciated.

Sincerely,

AN

Ray E. e, Chalrman
Utilities Committee

Attachments
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Vital question:

*Privatization
to be topic at
World Summit

By Mort Rosenblum
Assoclated Press

PARIS — In a world fast run-
ning short of fresh water, anew
debate rages: Private compa-
nies are free to exploit ofl,
“black gold,” but what about
the infinitely more valuablere-
source of “blue gald"?

Two French companies
alone, Suez and Vivendi Envi-
ronnement, supply water to
230 million people around the
globe, from U.S. cities such as

Atlanta to urban centers a-,

cross the Third World.

‘Hardly noticed a few years
ago, the issue of water privati-
zahon is likely to be a big topic
at the U.N.’s World Surnmit on
Sustainable Development that
begins Monday in Johannes-
burg. ’ .

1t raises a deceptively sim-
ple question: Is water a human
right or a commodity?

“The problem is that it’s
both,” said Peter Gleick of the
Pacific Institute in Berkeley,
Calif. Everyone has a right 1o
sale, clean water, he said, but
because of government fail-
ures, 1.1 billion people lack ac-
cess to it.

A new trend is clear Suez
and Vivendi expect double-dig-

growing demand,

it annual growth in their water
business, and each has ” con-
tracts that add up to more than
$10 billion a year. Puerto|Rico
just hired Suez to distribyte its
water. w_w
" RWE, a German energy con-
glomerate, isbuying small wa-
ter companies to challenge the
Freach companies, Hungreds
of other private cperatory hold
concessions to pump, treat and
distribute water. )
Although companies| are
granted rights to roarket we-
ter, not ownership of the water
itself, Gleick and others worry
that an inevitable expansion of
the private sector might es-
cape essential public control.
“Privatization has the poten-
tial to grow enormously be-
causeof thedesperate need for
water in the developing world,
but water is too important tobe
left in purely private j:%,:
Gleick said. .

‘PPP' concept hacke

The World Bank, U.N. agen-
cies and a pumber of govern-

ments support a concept they

call “PPR," short for public-pri-
vate partnerships. They en-
courage companies to invest
heavily in the pumps, mains
and other infrastructure for
delivering water in exchange

for profit.

In many big cities, up to half
the water is lost to leaks and
broken mains., Billing fs|often
chaotic. Public water utilities,
usually short of cash and ex-
pertise, struggle to meet fast-

ho owns the world’s water?

* Cochabamba, Bollvia, residents, protesting a beost in water

Associated Press file photo

rates [n April 200D, were dispersed by police firing tear gas.

Suez and Vivendi each point
to cases around the world
where: they' have expanded
service, sometimes with Jower
rates. - . o .

Both insist that what they
sell is service, not water, and
they stress that they operate
on concessions that mustbere-
newed.

They say better systems
mean that many poor people
now have accesstoreliable wa-
ter for much less than they

' paid itinerant vendors.

“We have the money and the
expertise, and we believe we
can manage water better than
states can,” said Jacques Petry,
head of Ondeo, Suez's water di-
vision. “We don't own these re-
sources. We manage them and
protect them.”

But Ondeo's American sub-
sidiary fsced a storm of pro-.
test after it took over Atlanta's
water supply in 1999. Consum-
ers reported mysterious cuts,
confused billing and long de-
lays for service.

Managing water is a busi-
ness. fraught with economic
and cultural complexities.

Conflicts like a 2000 upris-
ing in Cochabambe, Balivia,
emphasize the danger. Con-
sumers revolted after a con-
sortiwmn -led by Bechtel tock
over water distribution. Some
rites doubled, although the
U.S. company says increases
averaged 35 percent. Soldiers
quelled the unrest, but thecon-
sumers prevailed, Cochabam-
ba's water distribution was put

‘in the hands of a local commit-

tee.

Canadian activist Maude
Barlow, author of the book
Blue Gold, makes her position

clear in its subtitle: The Fight-

to Stop the Corporate Theft of
the World's Water.

While agreeing that the pri-
vate sector has some role to

-pley, she says water must re-

main firmly in public hands
with no confusion between hu-
man right end commercial as-
set. “You can't have both as
equal in law,” she said.

In 2000, Barlow praised the
Cochabamba uprising in glow-
ing terms. Today, she acknawl-
edges, the current coopera-
tive-run water system is a
shambles, with neither capital
nor experience.

“Why can you find money
far a private company and not
a public company?” she asked,
arguing that international
agencies should help local offi-
cials run their water utilities.

Flaw in loglc

Other activists worry that
there is a flaw in the logic of
privatization: If companies
make money by delivering wa-
ter, won't their incentive be to
sell as much as they can rather
than 10 conserve a scarce re-
source?:

But William Cosgrove, a Ca-
nadian consultant who helped
draft the World Water Vision
paper for an environment sum-
mif last yesr In The Hague,
Netherlands, Insists that most
people, company executives
included, believe water is a ba-

sic right.

“This {s controversial sim-
ply because it's not under-
stood,” he said. “As long as it is
accepted that governments set
up regulatory frameworks and
define objectives, they can
make the best use of water
they have.”

Executives at Suez and Vi-
vendi agree.

Jean-Luc Trancart, a Suez
spokesman with long experi-
ence in French water manage-
ment, argues that private com-
panies fill a vital need.

"1 always tell activists if
they really want to hurt us,
they should make the public
sector work better,” he said,

Pierre Victoria, community
relations director at Vivendi, .
says government must take a

_regulatoryroie and arguesthat

private management is bound
to fail if people do notsee bet-
ter service at fair rates.

In the long term, Gleick at
the Pacific Institute thinks, -
private companies. are not
likely to be the prume movers.
He said large American cities
with good municipal systemns
are thinking twice about priva-
tization.

“If the big-profile examples
like Atlanta get ugly, that will
slow things down fast,” he said.

“They'll pick the low-hang-
ing fruit the municipal sys-
terns already in operation but
in need of expertice or cash,
serving middle- and upper
class segments of soclety. The
poor will continue to be left
out.” '




