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BEFORE THE ARIZONA PORATION COMM I "e, 

Arizona Corporation Commission 
WILLIAM A. MUNDELL DOCKETED 

Chairman 
IIM IRVIN 

MARC SPITZER 
Commissioner 

Commissioner 

JAN 8 8  2003 

DOCKETED BY 

IN THE MATTER OF THE APPLICATION OF 
ARIZONA PUBLIC SERVICE COMPANY FOR AN 
ORDER OR ORDERS AUTHORIZING IT TO ISSUE, 

INDEBTEDNESS; TO ACQUIRE A FINANCIAL 
INTEREST OR INTERESTS IN AN AFFILIATE OR 
AFFILIATES; TO LEND MONEY TO AN AFFILIATE 
OR AFFILIATES; AND TO GUARNATEE THE 
OBLIGATIONS OF AN AFFILIATE OR AFFILIATES 

INCUR, OR ASSUME EVIDENCES OF LONG-TERM 

2003 JAN -b P I: 29 

AZ C O W  COMMiSSiz*" 
DO c UM E T c o 14-r R i I i- 

Docket No. E-01345A-02-0707 

NOTICE OF FILING 

Staff hereby provides notice of filing for the summary of Staff Witness John S. Thornton's 

iirect testimony. 

RESPECTFULLY SUBMITTED this 6th day of January, 2003. 

Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 
(602) 542-3402 

Original a?$ thirteen copies of the foregoing 
filed this 6 day of January, 2003, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 
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Zopy of the foregoing mailed this 6th 
jay of January, 2003, to: 

rhomas L. Mumaw 
Law Department 
Pinnacle West Capital Corporation 
Mail Station 8695 
400 North Fifth Street 
P. 0. Box 53999 
Phoenix, AZ 85072-3999 
Attorneys for Arizona Public Service 

Matthew P. Feeney 
Jeffrey B. Guldner 
be l l  & Wilmer 
One Arizona Center 
400 East Van Buren 
Phoenix, AZ 85004-0001 
Attorneys for Arizona Public Service 

Jay L. Shapiro 
Fennemore Craig, P.C. 
3003 N. Central, Suite 2600 
Phoenix, AZ 85012 
Attorneys for Panda Gila River 

Larry F. Eisenstat 
Michael R. Engleman 
Frederick D. Ochsenhirt 
Dickstein Shapiro Morin & Oshinsky, LLP 
2102 L Street, N.W. 
Washington, D.C. 20037 
Attorneys for Panda Gila River 

Scott S. Wakefield 
Chief Counsel 
RUCO 
11 10 W. Washington, Suite 220 
Phoenix, AZ 85007 

Raymond S. Heyman 
Michael W. Patten 
Roshka Heyman & DeWulf 
One Arizona Center 
400 E. Van Buren, Suite 800 
Phoenix, AZ 85004 
Attorneys for Tucson Electric Power 

Michael A. Curtis 
William P. Sullivan 
Martinez & Curtis, P.C. 
27 12 North Seventh Street 
Phoenix, AZ 85006 
Attorneys for Reliant Resources, Inc. 
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h-. Curtis Kebler 
.eliant Resources, Inc. 
996 Etiwanda Avenue 
.ancho Cucamonga, CA 91739 

4r. Brian Walker 
Leliant Energy Wholesale Group 
'ost Office Box 286 
[ouston, TX 77001 

Valter W. Meek, President 
uizona Utility Investors Association 
100 N. Central, Suite 210 
'hoenix, AZ 85004 

.awrence V. Robertson, Jr. 
hunger Chadwick, P.L. C. 
Jational Bank Plaza 
133 North Wilmot, Suite 300 
hcson, AZ 8571 1 
lttomeys for Sempra Energy Resources, 

Southwestern Power Group 11, LLC, and 
Bowie Power Station, LLC 

rheodore E. Roberts 
Sempra Energy Resources 
101 Ash Street, HQ 12-B 
San Diego, CA 92101-3017 

Xoger K. Ferland 
Juarles & Brady Streich Lang LLP 
Renaissance One 
Two North Central Avenue 
Phoenix, AZ 85004-2391 
Attorneys for Harquahala Generating Company 

Jay I. Moyes 
Moyes Storey 
3003 N. Central, Suite 1250 
Phoenix, AZ 85012 
Attorneys for PPL Southwest Generating 

Holdings, PPL Energy Plus, and PPL 
Sundance Energy 

Jesse A. Dillon 
PPL 
2 North Ninth Street 
Allentown, PA 18 101 

Greg Patterson 
Arizona Competitive Power Alliance 
5432 East Avalon 
Phoenix, AZ 85018 
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Eelly Barr 
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ialt River Project 
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2. Webb Crockett 
Termemore Craig, P.C. 
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EXECUTIVE SUMMARY 
ARIZONA PUBLIC SERVICE COMPANY 

DOCKET NO. E-01345A-02-0707 

On September 11, 2002, Arizona Public Service Co. (“APS”) filed an application 

pursuant to Arizona Revised Statutes (“ARS”) $ 5  40-285, 40-301, et seq. and Arizona 

Administrative Code (“AAC”) R-14-2-804 for authority to borrow $500,000,000 of debt and 

lend it to Pinnacle West Capital Corp. (“PWCC”) or Pinnacle West Energy Corp (“PWEC”). 

The application also requests authority to guarantee PWCC or PWEC obligations in the same 

amount, or a combination of loans and guarantees. On October 11,2002, APS filed testimony by 

Mr. Arthur H. Tildesley and Ms. Barbara M. Gomez in support of the application. 

The primary goal of the loan or guarantee is to refinance or facilitate the refinancing of 

Bridge Debt incurred by PWCC to construction finance PWEC assets. That Bridge Debt must be 

largely refinanced in 2003. APS asserts that neither PWCC nor PWEC is in a position to issue 

public debt to refinance the maturing Bridge Debt without an APS guarantee, or otherwise by 

simply borrowing from APS who would issue debt publicly. 

APS asserts that the application was filed to address the “serious and unique financial 

harm faced by APS, PWEC, and Pinnacle West as a result of the Commission’s ‘reversal of 

course’ on the issue of APS generation and divestiture.” Staff does not view the Commission’s 

actions as the cause of PWEC’s near-term capital requirements and this application. PWEC 

faces problems endemic in the merchant energy sector. 

Staff finds that APS should be authorized to issue and sell $500,000,000 of debt and to 

loan the proceeds to PWEC pursuant to seven conditions. Staff does not recommend that APS 

be authorized to loan proceeds to PWCC. Nor does Staff recommend a guarantee of either 

PWEC or PWCC debt. 


