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RESPECTFULLY SUBMITTED this 2 9 ~  _day of August 2003. 
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Law Offices of Daniel W. Douglass 
6303 Owensmouth Avenue, Tenth Floor 
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Ernest G. Johnson, Director 
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Introduction 

This reply testimony is submitted on behaK of the Constellation NewEnergy, 

Inc. (“Constellation NE”) and Strategic Energy L.L.C. (“Strategic Energy”) in 

response to testimony submitted by several parties on July 28, 2003, regarding the 

future of the Arizona Independent Scheduling Administrator (“AISA”). I have not 

attempted to reply to all direct testimony with which I disagree. Rather, this reply 

testimony addresses a limited number of issues of particular importance. In 

particular, I respond to assertions that the AISA is not needed for dispute resolution 

and that the AISA could be funded on a voluntary basis. These suggestions move 

Arizona away fiom the benefits offered by retail choice by making the state less 

attractive to energy service providers such as Constellation NE and Strategic Energy. 

11. The AISA Is Needed for Dispute Resolution 

On page 9 of the testimony of Arizona Electric Power Cooperative, Inc. 

witness Mr. Huff, it is suggested that the FERC’s “Enforcement Hotline” would be 

sufficient to address dispute resolution. While this hotline undoubtedly has a place in 

FERC’s overall regulatory fiamework, it is not a reasonable substitute for the dispute 

resolution fiamework set up in Section 6 the AISA bylaws. First, it must be noted 

that the FERC Enforcement Hotline has a very broad mandate: it gathers information 

on bidding anomalies, price spikes, inappropriate use of certain financial instruments, 

fluctuations in available capacity on electric transmission lines and natural gas 
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pipelines, interconnection discrimination, and improper market amate  transactions. 

Furthermore, its main h c t i o n  is gathering information in response to complaints. 

Dispute resolution, while mentioned, is not listed as one of its main functions. It also 

should be noted that barely one-third of the calls received by the Hotline in 2002 

involved any electric issues, let alone let alone those involving the interpretation of 

Open Access Transmission Tariffs (“OATTs”) or energy service provider (“ESP”) 

dispute resolutions.2 

Furthermore, Mr. Huff (page 10) and with some reservations, Tucson Electric 

Power (“TEP”) witness Mr. Beck (page 15), suggest that the dispute resolution 

provisions in the utilities’ OATT are sufficient for resolving more complex disputes. 

I believe that market participants and the Commission should be more comfortable 

with the protocols provided in section 6 of the AISA’s bylaws than with the dispute 

resolution procedures found in TEP’s and APS’s Open Access Transmission Tariffs 

(Section 12 of either OATT). The AISA’s method provides greater flexibility, 

including a fast-track procedure, peer mediation as well as formal arbitration. The 

OATT’s dispute resolution focuses almost exclusively on arbitration. 

Overall, I believe that keeping dispute resolution responsibilities, even 

informal ones, with a local Arizona agency that is intimately f d a r  with the AISA’s 

Protocol Manual and the specific Arizona market is far preferable to ceding the 

responsibility to a distant bureaucracy or relying on OATT mechanisms that were 

designed to resolve issues arising in connection with point-to-point wholesale 

transactions. Such local resolution will likely best serve all parties involved. 

See, http ://www. ferc . gov/cust -protect/enforce- hot. asp 
Enforcements Hotline Statistics, FERC Office of Market Oversight and Investigations. 
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Mr. Huff also suggests that since the AISA’s dispute resolution mechanism 

was not used during the brief time that there were active retail direct access 

transactions, that it is not needed now. While this fact speaks well of the protocols set 

up by the AISA, the utilities and other parties active in the market at that time, it is 

not relevant to the continued need for dispute resolution to be maintained by the 

AISA. Dispute resolution is much like insurance: we hope that we will not need it, 

but do not doubt it is wise to maintain. The fact that a driver has not been in an 

accident is not a demonstration that she does not need insurance. Similarly, the fact 

that the AISA’s dispute resolution mechanisms were not called upon during the brief 

time of market activity does not mean that they are not needed. Although dispute 

resolution should be the method of last resort for addressing disagreements between 

ESPs and transmission providers, it must be maintained to provide either party 

entering into such an agreement with the assurance that any unforeseen difference 

between it and the counterparty will be addressed swiftly and fairly. 

111. AISA Funding Should Continue to Come from the Affected Utilities 

On page 4 and elsewhere in his testimony, Mr. Huff suggests the AISA should 

be funded on a volunteer basis by “large consumers, ESP’s, merchant plant operators 

or other interested stakeholders” (page 4). Constellation NE and Strategic Energy 

believe that in the long run, a grid manager or scheduling facilitator such as the AISA 

should be funded through an access charge paid on a non-discriminatory basis by all 

grid users. However, during the transition to a more market-oriented paradigm, such 

funding is impractical. So as a public policy decision, the ACC chose to have the 
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AISA funded by the affected utilities. While this transition period is lasting longer 

than anyone could have anticipated when the AISA was formed, the retail electric 

market in Arizona is not yet mature or vibrant enough to fund the AISA via grid 

access charges. On this, I believe Mr. Huff and I can agree. 

Where I strongly differ is with the suggestion that it is sound policy to fund 

the AISA on a voluntary basis. First, like any agency with an ongoing mission, the 

AISA needs more assurance that it will continue to exist than is afforded by the 

whims of voluntary funding. While it faces the budget issues cor&onted by any 

agency that is dependent upon state policymakers, this is much different that that of a 

non-profit, constantly scrounging for funds. 

Furthermore, such a funding mechanism could in at least appearance tarnish 

the “independence” of the AISA. If, for example, only a few donors stepped up to 

provide the money to run the AHA, the appearance that the AISA’s decisions could 

be influenced by the fact that its existence depended upon the continuation of those 

donations would make it a far less credible institution. This is not to remotely call 

into question the integrity of anyone at the AISA, past or present. Rather, it is only to 

point out that the appearance of undue influence could not be avoided if it were 

funded in the way suggested by Mr. HUE 

This concludes my rebuttal testimony. 
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*Vicki G. Sandler 
C/o Linda Spell 
APS Energy Services 
P.O. Box 53901 
Mail Station 8103 . 
Phoenix, Arizona 85072-3901 
Lindn soetl@aoses.com 
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*Lon Glover 
STIRLING ENERGY SYSTEMS 
2920 E Camelback Rd , Suite 150 
Phoenix, Anzona 85016 
&love@.stirlrnPenerw corn 

*Jeff Schlegel 
SWEEP 
1167 Samalayuca Dnve 
Tucson, Anzona 85704-3224 
Schlepelm@aol coin 

+Howard Geller 
SWEEP 
2260 Baseline Rd , Suite 200 
Boulder, Colorado 80302 
Heeller@swenernv org 

*Mary-Ellen Kane 
ACAA 
2627 N 3" Street, Suite Two 
Phoenix, Anzona 85004 
Mkan&n:caa org 

*Aaron Thomas 
AES NewEnergy 
350 S Grand Avenue, Suite 2950 
Los Angeles. California 90071 
Aaron lhoinas@.aes corn 

Theresa Mead 
AES NewEnergy 
P 0 Box 65447 
Tucson, A 2  85728 

+Peter Van Haren 
CITY OF PHOENIX 
Atm Jesse W Sears 
200 W Washington Skeet, Suite 1300 
Phoenix, Anzona 85003- I 6  I I 
Jesse sears@ohoenix eov 

*Robert Annan 
ARIZONA CLEAN ENERGY 
INDUSTRIES ALLIANCE 
6605 E Evening Glow Dnve 
Scottsdale, Arizona 85262 
Annan@,urimenet.com 

Curtis L Kebler 
RELIANT RESOURCES, INC 
8996 Etiwanda Avenue 
Rancho Cucamonga, California 91739 

*Philip Key 
RENEWABLE ENERGY 
LEADERSHIP GROUP 
10631 E Autumn Sage Dnve 
Scottsdale, Anzona 85259 
Kev1ardii)aol corn 

'Paul Bullis 
OFFICE OF THE ATTORNEY 
GENERAL 
1275 W Washington Street 
Phoenix, Anzona 85007 
Paul bulhs@ae state az us 

*Laurie Woodall 
OFFICE OF THE ATTORNEY 
GENERAL 
15 S 15* Avenue 
Phoenix, Anzona 85007 
Laurie woodnlI@np slnle az us 

*Donna M Bronski 
CITY OF SCOTTSDALE 
3939 N. Dnnkwater Blvd 
Scottsdale, Anzona 85251 
Dbronskr@,cr scollsdole azus 

*Larry F Eisenstat 
Fredenck D Ochsenhirt 
DlCKSTElN SHAPIRO MORIN & 
OSHINSKY LLP 
2101 LStreet,NW 
Washington, DC 20037 
Eisenslatl@dsrno corn 
Qchsenhirtlli3,dsmo coin 

*David A Crabtree 
Dierdre A Brown 
TECO POWER SERVICES C O W  
P O  B o x l l l  
Tampa, Flonda 33602 
Dacmblree@tecoeiierpv coin 
Dabrown@.tecocnerw coin 

*Michael A Trentel 
Pamck W Burnet! 
PANDA ENERGY INTERNATIONAL 
INC 
4100 Spnng Valley, Suite I010 
Dallas, Texas 75244 
Michnelt@oandaenerw corn 
Parbnuandflenerev.com 

*Theodore E. Roberts 
SEMPRA ENERGY RESOURCES 

101 Ash Street, HQ 12-B 
San Diego, California 92101-3017 

Jesse Dillon 
PPL Services Corp. 
2 N. Ninth Street 
Allentown,PA 18101-1179 

Gary A. Dodge 
HATCH, JAMES & DODGE 
10 W. Broadway 
Suite 400 
Salt Lake City, UT 84 IO 1 

Ronald W. Grossarth 
Public Service Co of New Mexico 
2401 Aztec NE 
Albuquerque, NM 87107 

Mark 1. Smith 
FPL Energy.LLC 
Livennore. CA 94550 

Alan R. Watts 
Southern California Public Power 
Authority 
17132 El Cajon Avenue 
Yorba Linda, CA 92886 

Patnck J Sanderson, Acting Executive 
Director 
Arizona Independent Scheduling 
Administrator Association 
P.O. Box 6562 
Phoenix, AZ 85005-6562 

ARIZONA REPORTING SERVICE, 
INC. 
2627 N. Third Street, Suite Three 
Phoenix, Arizona 85004-1 104 
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