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PROVISION OF ELECTRIC SERVICES

THROUGHOUT THE STATE OF ARIZONA RUCO’S REQUEST FOR
EVIDENTIARY HEARING AND
PROCEDURAL ORDER

It is the Residential Utility Consumer Office’s (*“RUCQ”) position that a more formal fact-
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finding process must take place so that the Commission can properly make a ruling on
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remaining contested issues that are crucial to the electric restructuring process. RUCO
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contends that an informed policy-making decision process dictates that the interested parties
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should have the opportunity to formally present evidence in support of their positions and

interests. This is a critical step. All concerned parties should also be afforded an opportunity
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to cross-examine witnesses and provide rebuttal evidence.
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In the electric restructuring process, the Commission has before it the weighty task of
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assessing the conflicting interests of many parties regarding the provision of electric power, an
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essential resource. With such a panoply of viewpoints to assess; the Commission must have
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access to a proper evidentiary record that identifies all the diverse parties’ interests and
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priorities. In turn, the parties are entitled to present facts in support of their positions, and the
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Commission deserves to be exposed to a critical analysis of those facts. Therefore, RUCO is
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filing its Request for Evidentiary Hearing and Procedural Order, so that such a proceeding may
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be scheduled as soon as possible, to avoid delaying the implementation of competition in the
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electric industry.’
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‘Other parties have also contended that evidentiary hearings and/or expert testimony are necessary to
resolve critical outstanding issues. See, Comments of Arizona Public Service Company on Stranded Cost
Working Group Report, pp. 2, 8; Arizona Electric Power Cooperative, lnc. Comments on the Stranded Cost
Working Group (Sept. 25, 1997), p. 2; City of Tucson’s Response to Stranded Investment Working Group Report
(requesting formal investigative proceedings, to include formation of panels and calling of expert witnesses) p. 16.
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BACKGROUND
On December 26, 1996, the Commission adopted A.A.C. R14-2-1601 through -1616,

—

(“Retail Electric Competition Rules,” or “Rules”) which provide a framework for transition to
competition in the provision of electric generation and transmission services within Arizona.
Decision No. 59943. As required by the Rules, working groups comprised of stakeholder
representatives have been meeting under the direction of Utilities Division Staff (“Staff’), and
Staff has been capably and diligently preparing reports from the working groups. Working
groups mandated by the Rules include Customer Selection Issues, A.A.C. R14-2-1604(E)(4);
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Unbundled Service and Standard Offer Service (including System Benefits Charges and
metering protocols), A.A.C. R14-2-1606(1), -1608(D), -1613(1)(3); Stranded Costs, A.A.C. R14-2-
1607; System Reliability and Safety, A.A.C. R14-2-1613(J); and Legal Issues, A A.C. R14-2-
1616.
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In August of 1997, based on the working group discussions that had taken place at the

time, Staff requested “that the Commission direct the Hearing Division to produce procedural
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orders to establish hearings, evidentiary or otherwise, regarding any aspect of electric
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competition that is necessary and appropriate.” Decision No. 60351 at 3. The Commission
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unanimously adopted Staff's recommendations, id. at 3, and authorized Staff to request
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procedural orders from the Hearing Division in order to establish such hearings. /d. at 4.
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LEGAL ANALYSIS

Recommendations in the working group reports ciearily demonstrate the need for
efficient, timely, legislative-type evidentiary factfinding hearings.
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The path that the Commission chooses to follow in instituting retail electric competition
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in this state will have a considerable effect on Arizona for years to come. For this reason it is
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of utmost importance that the choices the Commission makes in the coming year be informed
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choices based on verifiable facts. The most efficient and expeditious manner of obtaining
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access to vital facts is by means of a mechanism readily available to the Commission:
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legislative-type evidentiary hearings. Evidentiary hearings will aliow interested and technically
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knowledgeable parties to testify before the Commission and share their factual knowledge and
technical expertise regarding the existing mechanisms for the generation and transmission of
electric power, and how those mechanisms can be adapted to the new world of competition.

As the reports of the various working groups will show, Staff and all the group members
have been working steadily and diligently to produce consensus on as many items as possible.
The work of these individuals has been invaluable in identifying issues that are in need of further
inquiry and consideration. However, the magnitude of the number of issues upon which the
groups have been unable to reach consensus is indicative of the number of important issues
that the Commission will have to decide. Analysis of the reports shows that many groups failed
to reach consensus on certain issues because the treatment of some issues hinged on other
working groups’ decisions on closely related issues. Due to the great number of unresolved
issues, legislative-type, factfinding evidentiary hearings are the proper forum for the Commission
to explore these pivotal issues.

Some of the issues that the Commission must rule on include:

° Should there be a phase-in or a flash-cut to competition?

L Is January 1, 1999 a feasible “start date” for competition?

° In a competitive market, who will serve as the energy provider of last resort?

° Are stranded costs to be shared by investors and customers? Should only the

customers participating in competition pay stranded costs?

° What is the appropriate method for caiculating stranded cost? What is the
appropriate time period for recovering stranded cost?

L Must customers’ rates be unbundled in a revenue-neutral manner, both as
between customer classes and within customer classes?

° Should the Commission consider some type of rate cap as part of a stranded cost
recovery program? |

° Is an Independent System Operator (“ISO”) the appropriate way to safeguard
reliability? Can an ISO be implemented in time for the January 1, 1999 start date

for electric competition?
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RUCO asserts that legislative-type factfinding hearings will not hinder or delay the
introduction of competition to generation and transmission of electric service in Arizona, but will
actually speed a smooth transition. The date for transition to electric retail competition is quickly
approaching. Receiving sworn testimony from technical experts will allow the Commission to
make informed factual determinations upon which to base its decisions on critical unresolved
issues. Furthermore, evidentiary hearings will reduce the likelihood of protracted litigation,
because the Commission’s decision will be based on both an evidentiary record and the Arizona
rulemaking procedures.

For all the reasons explained above, RUCO respectfully requests that the Commission
set a procedural schedule for legislative-type, non-adversarial, factfinding evidentiary hearings
at the earliest possible date.

RESPECTFULLY SUBMITTED this 30th day of October, 199

rah R. Scott
Chief Counsel

AN ORIGINAL AND TEN COPIES
of the foregoing filed this 30th day
of October, 1997 with:

Docket Control

Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

COPIES of the foregoing hand
delivered this 30th day of
October, 1997 to the following:

Jerry Rudibaugh, Chief Hearing Officer
Hearing Division

Arizona Corporation Commission

1200 West Washington

Phoenix, Arizona 85007

Carl Dabelstein, Director
Utilities Division

Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Lindy Funkhouser, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

COPIES of the foregoing mailed
this 30th day of October, 1997 to
the following:

Steven M. Wheeler

Thomas L. Mumaw

Snell & Wilmer

One Arizona Center

Phoenix, Arizona 85004

Attorneys for Arizona Public Service Company

Herbert 1. Zinn

Law Department - Station 9809
Arizona Public Service Company
P.O. Box 53999

Phoenix, Arizona 85072-3999

C. Webb Crockett

Fennemore Craig

Two North Central Avenue, Suite 2200
Phoenix, Arizona 85004-2390
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Karen Glennon
19037 North 44th Avenue
Glendale, Arizona 85308

Louis A. Stahi

Streich Lang

Renaissance One

Two North Central Avenue
Phoenix, Arizona 85004
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Jane D. Alfano

Jessica Youle

Salt River Project

P.O. Box 52025 - PAB 300
Phoenix, Arizona 85072-2025
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Bradley Carroll

Legal Department

Tucson Electric Power Company
220 West Sixth Street

P.O. Box 711

Tucson, Arizona 85701

N NN
O O 5

Ajo Improvement Company
P.O. Drawer 9
Ajo, Arizona 85321
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Arizona Electric Power Cooperative
P.O. Box 670
Benson, Arizona 85602

Betty K. Pruitt

ACAA Energy Coordinator

Arizona Community Action Association
202 E. McDowell, #255

Phoenix, Arizona 85004

Michael M. Grant, Esq.

Johnston, Maynard, Grant & ga(ker

3200 North Central Avenue, Suite 2300
Phoenix, Arizona 85012

Attorneys for Arizona Electric Power Coop.

Walter Meek

Arizona Ultilities Investors Association
3030 North Central Avenue, Suite 506
Phoenix, Arizona 85012

Beth Ann Burns

Citizens Utilities Company

2901 North Central Avenue, Suite 1660
Phoenix, Arizona 85012-2736

Rick Gilliam

Land & Water Fund of the Rockies
Law Fund Energy Project

2260 Baseline, Suite 200

Boulder, Colorado 80302

Graham County Electric Cooperative
P.O. Box Drawer B
Pima, Arizona 85543

Duncan Valley Electric Cooperative
P.O. Box 440
Duncan, Arizona 85534

Mohave Electric Cooperative
P.O. Box 1045
Bullhead City, Arizona 86430

Morenci Water & Electric Company
P.O. Box 68
Morenci, Arizona 85540

Navopache Electric Cooperative
P.O. Box 820
Lakeside, Arizona 85929

Sulphur Springs Valley Electric Cooperative
P.O. Box 820
Wilcox, Arizona 85644




Trico Electric Cooperative
P.O. Box 35970
Tucson, Arizona 85740

Columbus Electric Cooperative
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
P.0O. Box 790
Richfield, Utah 84701

Russell E. Jones

O’Connor Cavanagh Molloy Jones
One East Camelback Road, Suite 1100
Phoenix, Arizona 85012-1656
Attorneys for Trico Electric Cooperative
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Terry Ross

Center for Energ¥| and Economic Development
7853 East Arapahoe Court, Suite 2600
Englewood, Colorado 80112
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Peter Glaser

Doherty, Rumble & Butler

1401 New York Avenue, N.W., Suite 1100
Washington, DC 20005

Richard S. Shapiro

Enron Capital & Trade Resources
1400 Smith Street, Suite 1405
Houston, Texas 77002

Albert Sterman

Arizona Consumer Council
2849 East 8th Street
Tucson, Arizona 85716

D
\l

NN NN N A
A W N -~ O O O©

Calpine Power Services Company
50 West San Fernando
San Jose, California 95113

N
(6]

Jack Haenichen

Arizona Department of Commerce
3800 North Central Avenue, Suite 1500
Phoenix, Arizona 85012
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K.R. Saline & Associates
P.0O. Box 30279
Mesa, Arizona 85275

Robert S. LYPCh
2001 North Third Street, Suite 204
Phoenix, Arizona 85004-1472

Dan Neidlinger
Neidlinger & Associates
3020 North 17th Drive
Phoenix, Arizona 85015

Doug Nelson

7000 North 16th Street
Suite 120-307

Phoenix, Arizona 85020

Michael A. Curtis

2712 North Seventh Street

Phoenix, Arizona 85006-1003

Attorneys for Arizona Municipal Power
Users' Association

Charles R. Huggins
Arizona State AFL-CIO
110 North 5th Avenue
P.O. Box 13488
Phoenix, Arizona 85002

David C. Kennedy

Law Offices of David C. Kennedy

100 West Clarendon Avenue, Suite 200
Phoenix, Arizona 85012-3525

Norman J. Furuta

Department of the Navy

900 Commodore Drive, Building 107
P.0O. Box 272 (Attn: Code 90C)

San Bruno, California 94066-0720

Thomas C. Horne

Michael S. Dulberg

Horne, Kaplan & Bistrow, P.C.

40 North Central Avenue, Suite 2800
Phoenix, Arizona 85004

Barbara S. Bush

Coalition for Responsible Energy Education
315 West Riviera Drive

Tempe, Arizona 85252
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Sam Defraw

Department of Navy

Naval Facilities Engineering Command
Navy Rate Intervention

901 M Street SE, Building 212
Washington, DC 20374

John Jay List

National Rural Utilities Cooperative
Finance Corporation

2201 Cooperative Wa;

Herndon, Virginia 21071

Sue Arnold

Program Support and Regulatory analysis
Utilities Service

United States Department of Agriculture
1400 Independence Avenue, S.W.

Mail Stop 1522

Washington, DC 20250-1522

Wallace F. Tillman

Susan N. KeIIY

National Rural Electric Cooperative Association
4301 Wilson Boulevard

Arlington, Virginia 22203-1860

David X. Kolk

Power Resource Managers

2940 Inland Empire Boulevard, Suite 123
Ontario, California 91764

Debra S. Jacobson

State Regulatory Affairs
Southwest Gas Corporation
P.O. Box 98510

5241 Spring Mountain Road
Las Vegas, Nevada 89193-8510

Ellen Corkhill

American Association of Retired Persons
5606 North 17th Street

Phoenix, Arizona 85016

William D. Baker
Electric District No. 6
Pinal County, Arizona
P.O. Box 16450
Phoenix, Arizona 85011

Sheryl A. Taylor

Ryley, Carlock & Applewhite

101 North First Avenue, Suite 2700
Phoenix, Arizona 85003-1973
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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

Nancy Russell

Public Interest Coalition on Ener_?g
2025 North Third Street, Suite 1
Phoenix, Arizona 85004

John Christian

Glenn Carter

Jennings, Strouss & Salmon
One Renaissance Square
Two North Central Avenue
Phoenix, Arizona 85004-2393

Barry N. P. Huddleston

Regional Manager, Regulatory Affairs
Destec Energy

2500 City West Boulevard, Suite 150
Houston, Texas 77042
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Che raulob
Legal Secretary
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