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Arizona Corporation Commission
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Commissioner
MARC SPITZER DOGKETED Gy

Commissioner CA‘L

IN THE MATTER OF THE APPLICATION DOCKET NO. E-01345A-02-0707
OF ARIZONA PUBLIC SERVICE
COMPANY FOR AN ORDER OR ORDERS
AUTHORIZING IT TO ISSUE, INCUR, OR
ASSUME EVIDENCES OF LONG-TERM REPLY IN SUPPORT OF MOTION
INDEBTEDNESS; TO ACQUIRE A FOR LEAVE TO INTERVENE
FINANCIAL INTEREST OR INTERESTS IN
AN AFFILIATE OR AFFILIATES; TO LEND
MONEY TO AN AFFILIATE OR
AFFILIATES; AND TO GUARANTEE THE
OBLIGATIONS OF AN AFFILIATE OR
AFFILIATES.

HARQUAHALA GENERAL COMPANY, LLC’S REPLY IN
SUPPORT OF ITS MOTION FOR LEAVE TO INTERVENE

Harquahala Generating Company, L.L.C. (“HGC”) hereby files its Reply in Support of
Motion to Intervene in the above-captioned proceedings. The Commission has broad discretion
under Arizona Administrative Code R14-3-105 to grant intervenor status. In its Motion to
Intervene, HGC has adequately demonstrated that it has a direct and substantial interest in the
above-captioned proceedings and that it will not unduly broaden the issues. Not surprisingly,
APS attempts to down play HGC and other proposed intervenors’ interests as insufficient to
obtain intervenor status, citing public utility cases from other jurisdictions involving entirely

different issues. These cases are inapplicable and irrelevant because they do not address
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financing applications in the context of the transition to a competitive wholesale market for
generation and are based on different procedures and criteria for obtaining intervenor status.

In the dockets preceding APS’s Application, the Commission has consistently allowed
merchant generators and other interested parties to actively participate in all of these proceedings
in order to provide unique information and industry insights to the Commission. See, €.g.,
Decision No. 65154, Docket No. E-00000A-02-0051, dated September 10, 2002, (“Decision No.
65154”). This matter is no different. Although APS characterizes this proceeding as a “financing
application, plain and simple,” its implications and impacts are far greater. APS’s Application
raises significant competitive issues beyond those involved in a typical financing application.
Indeed, the issues raised by the Application go to the heart of Arizona’s contribution to the
establishment of a nationwide competitive wholesale market.

HGC and other proposed intervenors can bring expertise to the table that may assist the
Commission in determining how the financing application will affect the emerging competitive
wholesale market. In Decision No. 65154, the Commission expressly refused to consider APS’s
request to acquire or finance the generation units owned and built by Pinnacle West Energy
Corporation (“PWEC”) in that docket because the “parties [have not] had an opportunity to
present evidence on the issue.” See Decision No. 65154, at p. 26. Presumably, the Commission
was referring the “other parties” to Docket No. E-00000A-02-0051 since APS had already
introduced testimony on the issue in that Docket, our request for intervention will provide the
basis for the evidence described. Specifically, under the Commission’s directive, HGC is
prepared to introduce testimony that the $500,000,000 loan or guarantee from APS to PWEC

would result in a minimum competitive subsidy of 150 basis points per year on the outstanding
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loan balance as compared to what PWEC borrowing costs would otherwise be. At $500,000,000,
this is a subsidy of $15,000,000 in the first year. Obviously, this goes directly to the market
power issue that has been key to this proceeding.

Moreover, although APS claims that the proposed intervenors will be adequately
represented by RUCO and Staff, only merchant generators such as HGC are in a position to
represent their interests as far as the impact the APS Application may have on the upcoming
procurement process and development of a robust competitive wholesale market as a whole.
These interests are unique to merchant generators and sufficiently distinguishable from those of
the public to warrant direct participation in the proceedings.

Finally, an order granting intervenor status will not unduly broaden the issues heretofore
presented, as APS claims. The effect of APS’s Application on the upcoming procurement
process is highly relevant to the Commission’s decision since the relief requested, if granted, will
significantly impact the viability of that process. APS’s fear of a “war of attrition against the
Company” is specious. The Commission has more than ample authority to prevent any
intervenors’ activity in this docket from becoming unduly burdensome to APS or otherwise result

in any “one-sided discovery fishing expedition.”
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For the above-stated reasons, HGC’s Motion to Intervene should be granted.

RESPECTFULLY SUBMITTED this 2™ day of October, 2002.

ORIGINAL and 10 copies of the foregoing
filed this 2™ day of October, 2002, with:

Docket Control

QUARLES & BRADY STREICH LANG LLP
One Renaissance Square

Two North Central Avenue

Phoenix, AZ 85004-2391

By 2ol
Roger K (Ferland

Laura Raffaelli

Attorneys for Harquahala Generating Company,
L.L.C.

ARIZONA CORPORATION COMMISSION

1200 West Washington
Phoenix, Arizona 85007

COPIES hand-delivered this 2™ day of October, 2002, to:

Chris Kempley, Chief Counsel

ARIZONA CORPORATION COMMISSION

Legal Division
1200 West Washington
Phoenix, Arizona 85007

Ernest G. Johnson
Director, Ultilities Division

ARIZONA CORPORATION COMMISSION

1200 West Washington
Phoenix, Arizona 85007

Lyn Farmer, Chief Administrative Law Judge

Hearing Division

ARIZONA CORPORATION COMMISSION

1200 West Washington
Phoenix, Arizona 85007
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COPIES of the foregoing mailed
this 2" day of October, 2002, to:

Matthew P. Feeney
Jeffrey B. Guldner

Faraz Sanel

SNELL & WILMER

One Arizona Center

400 East Van Buren Street
Phoenix, AZ 85004-2202

Thomas L. Mumaw, Esq.

Senior Attorney

PINNACLE WEST CAPITAL CORPORATION
P. O. Box 53999 MS 8695

Phoenix, AZ 85072-3999
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Jay L. Shapiro

FENNEMORE CRAIG, P.C.

3003 North Central Avenue, Suite 2600
Phoenix, AZ 85012-2913
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Larry F. Eisenstat

Michael Engleman

Frederick D. Oschsenhirt

DICKSTEIN SHAPIRO MORING & OSHINSKY LLP
2101 L Street, N.S.

Washington, D.C. 20037
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Lindy Funkhouser

Scott S. Wakefield

RUCO

1110 West Washington, Suite 220
Phoenix, AZ 85070
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Michael A. Curtis

William P. Sullivan

Paul R. Michaud
MARTINEZ & CURTIS, P.C.
2712 North 7™ Street
Phoenix, AZ 85006
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Walter W. Meek, President

ARIZONA UTILITY INVESTORS ASSOCIATION
2100 North Central Avenue, Suite 210

Phoenix, AZ 85004
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Mary-Ellen Kane

ACAA

2627 North 3" Street, Suite Two
Phoenix, AZ 85004
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Lawrence V. Robertson, Jr.
MUNGER CHADWICK, PLC
333 North Wilmot, Suite 300
Tucson, AZ 85711-2634

Albert Sterman

ARIZONA CONSUMERS COUNCIL
2849 East 8™ Street

Tucson, AZ 85716

Jay 1. Moyes

MOYES STOREY

3003 North Central Avenue, Suite 1250
Phoenix, AZ 85012

Charles T. Stevens

ARIZONAS FOR ELECTRIC CHOICE & COMPETITION
245 West Roosevelt

Phoenix, AZ 85003

Greg Patterson
5432 East Avalon
Phoenix, AZ 85018

Aaron Thomas

AES NewEnergy

350 South Grand Avenue, Suite 2950
Los Angeles, CA 90071

Gary A. Dodge

HATCH, JAMES & DODGE
10 West Broadway, Suite 400
Salt Lake City, UT 84101

ARIZONA REPORTING SERVICE, INC.
2627 N. Third Street, Suite Three
Phoenix, AZ 85004-1103
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