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7 Docket No. E-00000A-02-0051
IN THE MATTER OF THE GENERIC \
g || PROCEEDINGS CONCERNING ELECTRIC TUCSON ELECTRIC POWER
RESTRUCTURING ISSUES. COMPANY’S COMMENTS TO
9 COMMISSION STAFF’S REQUEST
FOR A PROCEDURAL ORDER
10
11 Tucson Electric Power Company (“TEP”), through undersigned counsel, hereby
12
provides the Commission Staff with its comments to the topics identified in “Staff’s
13
14 | Request for a Procedural Order” dated May 13, 2002 (“Staff’s Request”), as follows:
15 Staff’s Request seeks written comments by parties to this docket to four (4) topics:
16 (1) criteria for selecting the independent evaluator; (2) the role of the independent
17
evaluator; (3) the payment arrangements for the independent evaluator; and (4) a
18
15 description of various types of competitive solicitations and their attributes.
20 Staff’s Request assumes several critical factors that TEP does not believe are
21 |'settled. First, that the Commission’s re-evaluation of the Electric Competition Rules has
22
concluded that electric competition is in the best public interest and how it should proceed.
23
24 Second, that if electric competition is to proceed, then competitive solicitation is an
25 | appropriate component of the process. And, third, that an independent evaluator is
26 |l necessary. TEP’s mention of these factors should not be intequ,eted as o&?os’tion‘ to the
rizona Corporaion Commission
27 DOCKETED
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Procedural Order or Staff’s Request. However, TEP believes that the Commission must
formally and separately address each of these factors.! The Commission’s ultimate

determination of these factors may impact TEP’s comments stated herein.

L. Criteria for Selecting the Independent Evaluator.

TEP has indicated in its “Track B Proposals” that it does not believe that an
independent evaluator is necessary to the development of a competitive solicitation
process. TEP believes that there is sufficient expertise among the utilities, merchants,
Commission Staff and other intervenors in this proceeding to establish guidelines for the
competitive solicitation of electric power. Also, up to this point in time, there have been
few competitive solicitation processes that have been implemented (and with limited
experience with which to judge their long term success) so TEP is not convinced that an
independent evaluator would have incrementally more experience in developing
appropriate policies and procedures than the participants in this docket.

However, if the Commission Staff hires an independent evaluator to assist it, then
TEP believes that the following criteria should be met to ensure that the evaluator selected

is experienced and independent:

! TEP reserves its right to participate in all aspects of the proceedings in this docket and to

25

26

27

express its position (Whether in support of, or in opposition to) these factors as well as any others
that may arise. By participating in these proceedings, TEP does waive any claim, position or
defense that it may have to any issue related to the Commission’s re-evaluation of the Electric
Competition Rules.




a. The independent evaluator does not have a financial interest in and is

2 | not representing any utility, ESP or merchant power provider certificated in

3 || Arizona (or whose application for a certificate is pending) or who owns or is
4
constructing a power plant in the State.
5
c b. The independent evaluator has prior experience in developing

7 | policies and procedures for competitive solicitation in the electric power industry.

8 c. The independent evaluator has prior experience with wholesale
9 . : o ,
power markets in the Southwest Region of California, Nevada, Arizona and New
10
Q Mexico.
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17 |l IL The Role of the Independent Evaluator.

18 The Procedural Order referred to the involvement of an “independent

19 . c e .
consultant/evaluator” in the competitive solicitation process. TEP believes that

20

01 Commission Staff should fill the role of the independent evaluator. In fact, TEP believes

55 || that the Procedural Order contemplates such a role for Commission Staff . See Procedural

23 || Order dated May 2, 2002 at 2, lines 3-8.

24 . . Sy
| The Staff’s Request, however, simply refers to an “independent evaluator”. TEP is

25

e unsure if the Staff Request’s different terminology reflects a change in envisioned duties of

57 | the independent consultant/evaluator referenced in the Procedural Order. Obviously, if the




) Commission Staff desires to retain a consultant to advise it relative to its role as an
o || evaluator, TEP would not object to the scope that the Commission Staff might define.
3 | However, if the Commission Staff is proposing that the independent evaluator would take
proposing P
4
on the role of overseeing the competitive solicitation process and participants, then TEP
5
p offers the following recommendation:
7 The independent evaluator could monitor the development of the
8 procedures and policies for the competitive solicitation process.
9
Incumbent utilities should propose the procedure for competitive
10
S . 11 solicitation as well as submit proposed forms of Requests for
- 0
- m
E . 5 18. 12 Proposals (“RFPs”). Interested parties could provide their comments
2 Hegis
R .
?3 §§§§: 13 to the procedure and proposed forms of RFPs. The independent
Zgist
SSe<ad 14 . .
= Zmy 52 evaluator could act as a mediator for any disputes between the terms
-y
% 2 " 16 of the proposals of the incumbent utilities and the comments of the
g g
R 17 arties. If the independent evaluator determined that an unresolved
P
18 procedure or RFP term was anti-competitive he could recommend
19 .. . . . .
that the Commission hold a hearing/arbitration on the issue for
20
- resolution. The independent evaluator could also reduce to writing
29 the final procedures and acceptable RFP forms for competitive
23 solicitation.
24
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III. The Payment Arrangements for The Independent Evaluator.

TEP believes that if Commission Staff hires an independent consultant to advise it,
then the Commission’s standard hiring and payment arrangements should apply. If,
however, Commission Staff and other parties believe that an independent evaluator is
necessary, then TEP would suggest that those parties share in the cost. This could be
accomplished by an assessment to those supporting parties or as part of a bid response fee.
Inasmuch as TEP does not believe that an independent evaluator is necessary, it also
believes that it would not be prudent to expend TEP funds to pay for the independent

evaluator.

IV. A Description of Various Types of Competitive Solicitations and Their
Attributes.

TEP has had limited experience in comparative competitive solicitation processes.
TEP is familiar with the RFP process, “on-line trading platforms” and telephone
brokerage. TEP is aware that some jurisdictions, such as New Jersey, are looking to a
more sophisticated auction program. Each of these processes has sufficient flexibility that
it can be adjusted to meet specific circumstances and desired results. However, TEP
believes that until the Commission provides a definitive framework for electric
competition it will be difficult, if not impossible, to assess in a meaningful fashion, the

benefits and detriments of any competitive solicitation process.
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A.  RFPs.

TEP defines the RFP process as involving a written request (the RFP) for the
acquisition of electric products and/or services that is distributed by a purchaser to
potential sellers. The RFP should include well-defined protocols and schedules for
products and/or services. The RFP process may establish criteria for the qualification of
potential sellers and for the determination of how to select the “winning” seller.

The potential benefits for the RFP process include:

1. The RFP process is used in many contexts and participants generally understand

the nature of the process and the obligations attendant to it.

2. The RFP process allows the purchaser to establish the terms and conditions of
the transaction so that responses are limited to those who are interested to meet
those terms.

3. The RFP process normally allows the purchaser time to conduct necessary due

diligence on the sellers.

The potential drawbacks to the RFP process include:
1. The RFP process can be time-consuming in its preparation and execution.
2. There may be limited flexibility in the transaction as the purchaser is locked into

the terms and conditions of the RFP even if circumstances change.
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selection criteria.

3. The evaluation of the RFP responses may be difficult dependinguponthe |
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The RFP process is generally viewed as easily understood and fair. However, it
may not be the most efficient process in a market that is volatile with frequent changes in
product and price. The RFP process is generally not very transparent as respondents to
RFPs usually are not aware of the terms and conditions of each response.

B. AUCTIONS.

TEP believes that it is important for the Commission Staff to decide upon formal
criteria for an “auction” in the electric competition arena. The generally accepted
definition of auction is “a public sale of property to the highest bidder”.? In its brief review
of the auction process, TEP believes that many activities can be classified as an auction.
Telephone brokerage is one of the oldest trading methods in the electric power market that
uses a bidding process. Also, in a general sense, the RFP process could be considered an
auction. TEP is aware of certain “on-line trading platforms” that involve bidding
procedures that could be classified as auctions such as the Intercontinental Exchange
(“ICE”) and the Automated Power Exchange (“APX”). The California Power Exchange
used bidding procedures when it was operational. In New Jersey, it appears that a more
sophisticated form of auction is being implemented with descending rounds of participants
until the winner is determined. It is likely that some participants will recommend that

types of auctions or bidding used in other disciplines should be adapted to the electric

power market. Each such auction process will need to be analyzed in the context of its

25

26

27

terms, conditions and purposes. . .. .

2 See: Webster’s New Collegiate Dictionary (G. & C. Merriam Co. 1980) at 73; Black’s
Law Dictionary 5™ Edition (West Publishing Co. 1979) at 119.




TEP believes that once the Commission Staff determines if it will recommend that

2 || an auction be used as a competitive solicitation process it should select a specific type of

3 || auction and then request participant input on the benefits and drawbacks of the selected
* auction process. This will allow the participants to indicate any modifications or
5
P objections to the auction process.
7 TEP believes that generally auctions are viewed as being fair and transparent.
8
Respectfully submitted this 20th day of May 2002.
9

ROSHKA HEYMAN & DEWULF, PLC

10
Q
o S
= —
S .7gds 12 R ds. H
zE. 518 aymon eyman
A% Rzdk 13 Michael W. Patten
2iz 5 o One Arizona Center
g > % gEg 14 400 East Van Buren Street, Suite 800
>" 4 oA . .
2 % :izn g E 2 15 Phoenix, Arizona 85004
% . 16
S ¥ Attorneys for Tucson Electric Power Company
17
18
19 ORIGINAL and 10 COPIES filed
May 20, 2002, with:
20

Docket Control

21 || ARIZONA CORPORATION COMMISSION
1200 West Washington Street

22 ([ Phoenix, Arizona 85007

23

24

25

26

27




COPIES hand-delivered May 20, 2002, to:

2 CHAIRMAN WILLIAM MUNDELL
ARIZONA CORPORATION COMMISSION
3 || 1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Jim Irvin

ARIZONA CORPORATION COMMISSION
6 (| 1200 West Washington Street
Phoenix, Arizona 85007

Commissioner Marc Spitzer

8 || ARIzONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007

10
Lyn A. Farmer, Esq.
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Michael A. Curtis

William P. Sullivan

Paul R. Michaud

MARTINEZ & CURTIS, P.C.

2712 North 7th Street

Phoenix, Arizona 85006

Attorneys for Arizona Municipal Power Userss Association, Mohave Electric Cooperative, Inc.,
Navopache Electric Cooperative, Inc., Reliant Resources, Inc. & Primesouth, Inc.
mcurtis401@aol.com

wsullivan@martinezcurtis.com

pmichaud@martinezcurtis.com

C. Webb Crockett

Jay L. Shapiro

FENNEMORE CRAIG, PC

3003 N. Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Attorneys for Panda Gila River, L.P.
Werockett@fclaw.com
Jshapiro@fclaw.com

Lawrence V. Robertson Jr.

MUNGER CHADWICK, PLC

333 North Wilmot, Suite 300

Tucson, Arizona 85711-2634

Attorney for Southwestern Power Group, II, LLC; Bowie Power Station, LLC; Toltec Power Station, LLC;
and Sempra Energy Resources

Lvrobertson@mungerchadwick.com

Tom Wran
Southwestern Power Group II
Twray@southwesternpower.com

Theodore E. Roberts

SEMPRA ENERGY RESOURCES
101 Ash Street, HQ 12-B

San Diego, California 92101-3017
Troberts@sempra.com

William J. Murphy

CITY OF PHOENIX

200 West Washington Street, Suite 1400
Phoenix, Arizona 85003-1611

Bill. murphy@phoenix.gov
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Russell E. Jones

WATERFALL ECONOMIDIS CALDWELL
HANSHAW & VILLAMANA, P.C.

5210 E. Williams Circle, Suite 800

Tucson, Arizona 85711

Attorneys for Trico Electric Cooperative, Inc.
Rjones@wechv.com

Christopher Hitchcock

HITCHCOCK & HICKS

P.O. Box 87

Bisbee, Arizona 85603-0087

Attorney for Sulphur Springs Valley Electric Cooperative, Inc.
Lawyers@bisbeelaw.com

Michael Grant

GALLAGHER & KENNEDY

2575 East Camelback Road

Phoenix, Arizona 8§5016-9225

Attorneys for AEPCO, Graham County Electric Cooperative,
and Duncan Valley Electric Cooperative.

Mmg@gknet.com

Jay I. Moyes

MOYES STOREY

3003 N. Central Ave., Suite 1250

Phoenix, Arizona 85012

Attorneys for PPL Southwest Generation Holdings, LLC;
PPL EnergyPlus, LLC and PPL Sundance Energy, LLC
Jimoyes@Ilawms.com

Patricia Cooper
AEPCO/SSWEPCO
P.O. Box 670

Benson, Arizona 85602
Pcooper@aepnet.org

Patrick J. Sanderson

ARIZONA INDEPENDENT SCHEDULING
ADMINISTRATOR ASSOCIATION

P.O. Box 6277

Phoenix, Arizona 85005-6277
Psanderson@az-isa.org

Roger K. Ferland

QUARLES & BRADY STREICH LANG, L.L.P.
Renaissance One

Two North Central Avenue

Phoenix, Arizona 8§5004-2391
Rferland@quarles.com
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One Arizona Center

Phoenix, Arizona 85004-0001
Tmumaw@swlaw.com

Robert Baltes

ARIZONA COGENERATION ASSOC.
7250 N. 16" Street, Suite 102

Phoenix, Arizona 8§5020-5270
Bbaltes@bvaeng.com

Jana Van Ness

APS

Mail Station 9905

P.O. Box 53999

Phoenix, Arizona 85072-3999
Jana.vanness@aps.com

Greg Patterson
5432 E. Avalon

Phoenix, Arizona 85018
Gpatterson@aol.com

John Wallace

Grand Canyon State Electric Co-op
120 N. 44™ Street, Suite 100
Phoenix, Arizona 85034-1822
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Kelly Barr

Jana Brandt

SRP
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Michael L. Kurtz

BORHM KURTZ & LOWRY
36 E. Seventh Street, Suite 2110
Cincinnati, Ohio 45202
Mkurtzlaw@aol.com

William P. Inman
Dept. of Revenue
1600 W. Monroe, Room 911
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InmanW@revenue.state.az.us
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APS Energy Services
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Linda_spell@apses.com

Lori Glover

STIRLING ENERGY SYSTEMS
2920 E. Camelback Rd., Suite 150
Phoenix, Arizona 85016
Lglover@stirlingenergy.com

Peter Van Haren

CITY OF PHOENIX

Attn: Jesse W. Sears

200 W. Washington Street, Suite 1300
Phoenix, Arizona 85003-1611
Jesse.sears@phoenix.gov

Robert Annan

ARIZONA CLEAN ENERGY INDUSTRIES ALLIANCE
6605 E. Evening Glow Drive

Scottsdale, Arizona 85262

Annan@primenet.com

Jeff Schlegel

SWEEP

1167 Samalayuca Drive
_Tucson, Arizona 85704-3224
Schlegeli@aol.com

Philip Key

RENEWABLE ENERGY LEADERSHIP GROUP
10631 E. Autumn Sage Drive

Scottsdale, Arizona 85259

Keytaic@aol.com

Howard Geller

SWEEP

2260 Baseline Rd., Suite 200
Boulder, Colorado 80302
Hgeller@swenergy.org

Paul Bullis

OFFICE OF THE ATTORNEY GENERAL
1275 W. Washington Street

Phoenix, Arizona 85007

Paul bullis@ag.state.az.us
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Laurie Woodall

OFFICE OF THE ATTORNEY GENERAL
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Laurie. woodall@ag.state.az.us

Aaron Thomas

AES NewEnergy

350 S. Grand Avenue, Suite 2950
Los Angeles, California 90071
Aaron.thomas@aes.com

Donna M. Bronski

CITY OF SCOTTSDALE
3939 N. Drinkwater Blvd
Scottsdale, Arizona 85251
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Theresa Mead

AES NewEnergy

P.O. Box 65447
Tucson, Arizona 85728
Theresa.mead@aes.com

Larry F. Eisenstat

Frederick D. Ochsenhirt

Michael R. Engleman

DICKSTEIN SHAPIRO MORIN & OSHINSKY LLP
2101 L Street, NW

Washington, DC 20037

Eisenstatl@dsmo.com

Ochsenhirtfl@dsmo.com

Jesse Dillon

PPL Services Corp.

2 N. Ninth Street

Allentown, Pennsylvania 18101-1179
Jadillon@pplweb.com

Gary A. Dodge

HATCH, JAMES & DODGE
10 W. Broadway, Suite 400
Salt Lake City, Utah 84101
Gdodge@hjdlaw.com
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David A. Crabtree

Dierdre A. Brown

TECO POWER SERVICES CORP.
P.0O.Box 111

Tampa, Florida 33602
Dacrabtree@tecoenergy.com
Dabrown(@tecoenergy.com

Michael A. Trentel

Patrick W. Burnett

PANDA ENERGY INTERNATIONAL INC
4100 Spring Valley, Suite 1010

Dallas, Texas 75244
Michaelt@pandaenergy.com
Patb@pandaenergy.com

Gary A. Dodge

HATCH, JAMES & DODGE
10 W. Broadway, Suite 400
Salt Lake City, Utah 84101
Gdodge@hjdiaw.com

John Wallace

Director of Regulatory and Strategic Services

Grand Canyon State Electric Cooperative Association
120 N. 44™ Street

Phoenix, AZ 85034

jwallace@gcseca.org
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Lindy Funkhouser

Scott S. Wakefield

RUCO

2828 N Central Ave, Suite 1200
Phoenix, Arizona §5004

Michael A. Curtis

William P. Sullivan

Paul R. Michaud

MARTINEZ & CURTIS, P.C.

2712 North 7th Street

Phoenix, Arizona 85006

Attorneys for Arizona Municipal Power Users3
Association, Mohave Electric Cooperative, Inc.,
Navopache Electric Cooperative, Inc., Reliant
Resources, Inc. & Primesouth, Inc.
mcurtis401@aol.com
wsullivan@martinezcurtis.com
pmichaud@martinezcurtis.com

Walter W. Meck, President

ARIZONA UTILITY INVESTORS ASSOCIATION
2100 N. Central Avenue, Suite 210

Phoenix, Arizona 85004

Rick Gilliam

Eric C. Guidry

LAND AND WATER FUND OF THE ROCKIES
ENERGY PROJECT

2260 Baseline Road, Suite 200

Boulder, Colorado 80302

Terry Frothun

ARIZONA STATE AFL-CIO
5818 N. 7th Street, Suite 200
Phoenix, Arizona 85014-5811

Norman J. Furuta

DEPARTMENT OF THE NAVY
900 Commodore Drive, Building 107
San Bruno, California 94066-5006

Barbara S. Bush

COALITION FOR RESPONSIBLE ENERGY
EDUCATION

315 West Riviera Drive

Sam Defraw (Attn. Code 001)

Rate Intervention Division

NAVAL FACILITIES ENGINEERING COMMAND
Building 212, 4™ Floor

901 M Street, SE

Washington, DC 20374-5018

Rick Lavis

ARIZONA COTTON GROWERS ASSOCIATION
4139 East Broadway Road

Phoenix, Arizona 85040

Steve Brittle

DON’T WASTE ARIZONA, INC.
6205 South 12th Street

Phoenix, Arizona 85040

COLUMBUS ELECTRIC COOPERATIVE, INC.
P.O. Box 631
Deming, New Mexico 88031

CONTINENTAL DIVIDE ELECTRIC
COOPERATIVE

P.O. Box 1087

Grants, New Mexico 87020

DIXIE ESCALANTE RURAL ELECTRIC
ASSOCIATION

CR Box 95

Beryl, Utah 84714

GARKANE POWER ASSOCIATION, INC.
P.O. Box 790
Richfield, Utah 84701

ARIZONA DEPT OF COMMERCE
ENERGY OFFICE

3800 North Central Avenue, 12th Floor
Phoenix, Arizona 85012

ARIZONA COMMUNITY ACTION ASSOC.
2627 N. 3rd Street, Suite 2
Phoenix, Arizona 85004

TUCSON ELECTRIC POWER CO.
Legal Dept — DB203

Tempe, Arizona 85252

220 W 6™ Street

P.O.Box 711
Tucson, Arizona 85702-0711
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A.B. Baardson

Mountain Country Co-Generation
6463 N. Desert Breeze Court
Tucson, AZ 85750

Jessica Youle

PAB300

SALT RIVER PROJECT
P.O. Box 52025

Phoenix, Arizona 85072-2025

Joe Eichelberger

MAGMA COPPER COMPANY
P.O.Box 37

Superior, Arizona 85273

Craig Marks

CITIZENS UTILITIES COMPANY
2901 N. Central Avenue, Suite 1660
Phoenix, Arizona 85012-2736

Barry Huddleston

DESTEC ENERGY
P.O.Box 4411

Houston, Texas 77210-4411

Steve Montgomery
JOHNSON CONTROLS
2032 West 4th Street
Tempe, Arizona 85281

Terry Ross

CENTER FOR ENERGY AND
ECONOMIC DEVELOPMENT
P.O. Box 288

Franktown, Colorado 80116-0288

Clara Peterson

AARP

HC 31, Box 977

Happy Jack, Arizona 86024

Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Jim Driscoll

ARIZONA CITIZEN ACTION
5160 E. Bellevue Street, Apt. 101
Tucson, AZ 85712-4828

William Baker

ELECTRICAL DISTRICT NO. 6
7310 N. 16™ Street, Suite 320
Phoenix, Arizona §5020

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana 59714

C. Webb Crockett

Jay L. Shapiro

FENNEMORE CRAIG, PC

3003 N. Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Attorneys for Panda Gila River, L.P.
Werockett@fclaw.com
Jshapiro@fclaw.com

Robert S. Lynch

340 E. Palm Lane, Suite 140

Phoenix, Arizona 8§5004-4529

Attorney for Arizona Transmission Dependent
Utility Group

K.R. Saline

K.R. SALINE & ASSOCIATES
Consulting Engineers

160 N. Pasadena, Suite 101
Mesa, Arizona 85201-6764

Carl Robert Aron

Executive Vice President and COO
ITRON, INC.

2818 N. Sullivan Road

Spokane, Washington 99216

Douglas Nelson

DOUGLAS C. NELSON PC

7000 N. 16th Street, Suite 120-307
Phoenix, Arizona 85020-5547
Attorney for Calpine Power Services

Lawrence V. Robertson Jr.
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Tucson, Arizona 85711-2634

Attorney for Southwestern Power Group, II, LLC;
Bowie Power Station, LLC; Toltec Power Station,

LLC; and Sempra Energy Resources
Lvrobertson@mungerchadwick.com

Tom Wran
Southwestern Power Group II
Twray@southwesternpower.com
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