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BEFORE THE ARIZONA CORPORATION COMMLbbLONE
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JIM IRVIN ;WS%%
Commissioner - Chairman }NﬁZ\ \\1@
RENZ D. JENNINGS syiena Corperation Commission :
Commissioner DOCKETED . et
CARL J. KUNASEK ghatin e
Commissioner JAN 21 1998

DOGKETED BY JH/

N THE MATTER OF THE COMPETITION Docket No.: No. U-0000-94-165

IN THE PROVISION OF ELECTRIC NOTICE OF FILING

OF ARIZONA.

)
)
)
)
SERVICES THROUGHOUT THE STATE )
)
)
)
)
)

Pursuant to the Commission’s Third Procedural Order dated
January 5,1998, The International Brotherhood of Electrical
Workers hereby files the direct testimony for Elizabeth S.
Firkins in the above captioned matter.

Dated this 21st day of January, 1998

Original and ten copies of the foregoing
Filed this 21°* day of January, 1998, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007
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Copies of the foregoing hand-delivered
This 21°* day of January, 1998, to:

Jerry L. Rudibaugh, Chief Hearing Officer
ARTZONA CORPORATION COMMISSION

1200 West Washington Street

Phoenix, Arizona 85007

Paul Bullis, Chief Counsel
Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85007

David P. Jankofsky, Assistant Director
Utilities Division

ARIZONA CORPORATION COMMISSION

1200 West Washington Street

Phoenix, Arizona 85007

—

Copies of the foregoing sent via U.S. Mail

This 21°° day of January, 1998, to:

Stephen Ahearn

Arizona Department of Commerce
3800 N. Central Ave., Suite 1500
Phoenix, Arizona 85012

Ajo Improvement Company
P.O. Drawer 9
Ajo, Arizona 85321

Marv Athey

Trico Electric Coop.
P.0. Box 35970
Tucson, Arizona 85740

Stan Barnes

Copper State Consulting Group

100 W. Washington St., Suite 1415
Phoenix, Arizona 85003

Tom Broderick
6900 E. Camelback Rd.,
Scottsdale,

Suite 700
Arizona 85251

Carl Robert Aron

Itron, Inc.

2181 N. Sullivan Road
Spokane, Washington 99216

George Allen

Arizona Retailers Assoclation
137 University

Mesa, Arizona 85201

A.B. Baardson

Nordic Power

4281 N. Summerset
Tucson, Arizona 85715

Michael Block

Goldwater Institute

201 N. Central, Concourse
Phoenix, Arizona 85004

Steve Brittle

Don’t Waste Arizona,
6205 S. 12® Street
Phoenix, Arizona 85040

Inc.
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William D. Baker
Electric District No. 6
Pinal County, Arizona
P.0O. Box 16450

Phoenix, Arizona 85011

C. Webb Crockett

Fennemore Craig

3003 N. Central Ave., Suite 2600
Phoenix, Arizona 85012-2913

Columbus Electric Coop.
P.0O. Box 631
Deming, New Mexico 88031

Michael A. Curtis
2712 N. Seventh Street
Phoenix, Arizona 85006-1003

Patricia Cooper, Esqg.

Arizona Electric Power Cooperative
P.O. Box 670

Benson, Arizona 85602

Suanne Dallimore

Antitrust Unit Chief
Department of Law Building
Attorney General’'s Office
1275 W. Washington Street
Phoenix, Arizona 85007

Dixie Escalante Rural Electric Assoc.
CR Box 95
Beryl, Utah 84714

Sam Defraw

Department of Navy

Naval Facilities Engineering Command
Navy Rate Intervention

901 M St. SE, Bldg 212

Washington, DC 20374

Norman J. Furuta

Department of the Navy

900 Commodore Dr., Bldg 107

P.O. Box 272 (Attn: Code 90C)
San Bruno, California 94066-0720

Barbara R. Goldberg

Office of the City Attorney
3939 Civic Center Blvd.
Scottsdale, Arizona 85251

Barbara S. Bush

Coalition for Responsible Energy Education

315 W. Riviera Drive
Tempe, Arizona 85252

Clifford Cauthen

Graham County Electric Coop.
P.O. Drawer B

Pima, Arizona 85543 °

Ellen Corkhill

American Assoc. of Retired Persons

5606 N. 17 Street
Phoenix, Arizona 85016

Continental Divide Electric Coop.
P.O. Box 1087
Grants, New Mexico 87020

Carl Dabelstein
2211 E. Edna Avenue
Phoenix, Arizona 85022

Jim Driscoll

Arizona Citizen Action
2430 S. Mill, Suite 237
Tempe, Arizona 86282

Joe Eichelberger

Magma Copper Company
P.O. Box 37

Superior, Arizona 85273

Bradley Carroll

Tucson Electric Power Company
P.O. Box 711

Tucson, Arizona 85702

Rick Gilliam

Land & Water Fund of the Rockies
Law Fund Energy Project

2260 Baseline, Suite 200
Boulder, Colorado 80302

Andrew Gegorich

BHP Copper

P.O. Box M

San Manuel, Arizona 85631
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Karen Glennon
19037 N. 44" Avenue
Glendale, Arizona 85308

Peter Glaser i
Doherty, Rumble & Butler .

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

—

Michael M. Grant, Esqg.
Gallagher & Kennedy, P.A.
2600 N. Central Avenue
Phoenix, Arizona 85012

Charles R. Huggins
Arizona State AFL-CIO
1100 N. 5* Ave.

P.O. Box 13488
Phoenix, Arizona 85002

Christopher Hitchcock
P.O. Box 87
Bisbee, Arizona 85603-0087

Barry N. P. Huddleston

Regional Manager, Regulatory Affairs
Destec Energy

2500 City West Blvd., Suite 150
Houston, Texas 77042

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana 59714

Steve Kean

Eron Capital & Trade Resources
1400 Smith St., Suite 1405
Houston, Texas 77002

Barbara Klemstine

Manager, Regulatory Affairs
Arizona Public Service Company
P.O. Box 53999, M.S. 9909
Phoenix, Arizona 85072-3999

Wallace Kolberg

Andrew Bettwy

Debra Joluc Walley
Southwest Gas Corporation |
P.0.Box 98510 !

Garkane Power Association, Inc.
P.O. Box 790
Richfield, Utah 84701

Creden Huber

Sulphur Springs Valley Electric Coop.
P.O. Box 820

Wilcox, Arizona 85644

Thomas C. Horne

Michael S. Dulberg

Horne, Kaplan & Bistrow, P.C.
40 N. Central Ave., Suite 2800
Phoenix, Arizona 85004

Vincent Hunt

City of Tucson, Dept. of Operations
4004 S. Park Ave., Bldg. 2

Tucson, Arizona 85714-0000

Russell E. Jones
P.O. Box 2268
Tucson, Arizona 85702

Sheryl Johnson

Texas-New Mexico Power Co.
4100 Internation Plaza
Fort Worth, Texas 76109

David C. Kennedy

Law Offices of David C. Kennedy
100 W. Clarendon Ave., Suite 200
Phoenix, Arizona 85012-3525

David X. Kolk

Power Resource Managers

2940 Inland Empire Blvd., Suite 123
Ontario, California 91764

John Jay List

National Rural Utilities Coop. Finance Corp.
2201 Cooperative Way

Herndon, Virginia 21071

Robert S. Lynch
340 E. Palm Ln., Suite 140
Phoenix, Arizona 85004-4529
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Las Vegas, Nevada 89193-8510

Chol Lee

Phelps Dodge Corp.

2600 N. Central Avenue
Phoenix, Arizona 85004-3014

Rich Lavis

Arizona Cotton Growers Assoc.
4139 E.Broadway Road

Phoenix, Arizona 85040

Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Mick McElrath

Cyprus Climax Metals Co.
P.O. Box 22015

Tempe, Arizona 85285-2015

Craig A. Marks

Citizens Utilities Company

2901 N. Central Ave., Suite 1660
Phoenix, Arizona 85012-2736

Roderick G. McDougall

City Attorney

Attn: Jesse Sears, Asst. Chief Counsel
200 W. Washington St., Suite 1300
Phoenix, Arizona 85003-1611

Mohave Electric Coop.
P.0O. Box 1045
Bullhead City, Arizona 86430

Dan Neidlinger
Neidlinger & Assoc.
3020 N. 17" Drive
Phoenix, Arizona 85015

Greg Patterson

RUCO

2828 N. Central Ave., Suite 1200
Phoenix, Arizona 85004

Steve Montgomery
Johnson Controls
2032 W. 40™ Street
Tempe, Arizona 85781

Douglas Mitchell

San Diego Gas & Electric Co.
P.0O. Box 1831

San Diego, California 92112

Walter Meek

Arizona Utilities Investors Assoc.
P.0O. Box 34805

Phoenix, Arizona 85067

William J. Murphy
200 W. Washington St., Suite 1400
Phoenix, Arizona 85003-1611

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

Doug Nelson
7000 N. 16% St., Suite 120-307
Phoenix, Arizona 85020

Douglas A. Oglesby

Vantus Energy Corporation

353 Sacramento St., Suite 1900
San Francisco, California 94111

Betty K. Pruitt

ACAA Energy Coordinator
Arizona Community Action Assoc.
202 E.McDowell, #255

Phoenix, Arizona 85004

Wayne Retzlaff
Navopache Electric Coop.
P.0O. Box 308

Lakeside, Arizona 85929
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Nancy Russell

Public Interest Coalition on Energy
2025 N. Third St., Suite 175
Phoenix, Arizona 85004

Terry Ross

Center for Energy & Economic Dev.
7853 E. Arapahoe Ct., Suite 2600
Englewood, Colorado 80112

Phyllis Rowe

Arizona Consummers Council
6841 N. 15 Place

Phoenix, Arizona 85014

Lex Smith

Michael Patten

Brown & Bain PC

2901 N. Central Avenue
Phoenix, Arizona 85001-0400

Louis A. Stahl

Streich Lang

Two N. Central Ave.
Phoenix, Arizona 85004

Myron L. Scott
1628 E. Southern Ave., No. 9-328
Tempe, Arizona 85282-2179

Jeff Woner

K.R. Saline & Associates
P.0O. Box 30279

Mesa, Arizona 85275

Larry K. Udall

Arizona Municipal Power User’s Assoc.

2717 N. 7*® Street
Phoenix, Arizona 85006-1090

Michael Rowley

Calpine Power Services Co.
50 W. San Fernando

San Jose,California 95113

Lawerence V. Robertson Jr.
Munger Chadwick PLC

333 N. Wilmot, Suite 300
Tucson, Arizona 85711-2634

Jack Shilling

Duncan Valley Electric Coop.
P.0O. Box 440

Duncan, Arizona 85534

Albert Sterman

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

William Sullivan
Martinez & Curtis, P.C.
2716 N. 7™ Street
Phoenix, Arizona 85006

Wallace F. Tillman

Susan N. Kelly

National Rural Electric Coop Assoc.
4301 Wilson Blvd.

Arlingon, Virginia 22203-1860

Steven M. Wheeler
Thomas L. Mumaw

Snell & Wilmer

One Arizona Center
Phoenix, Arizona 85004

Jessica Youle

Salt River Project

P.0O. Box 52025 - PAB 300
Phoenix, Arizona 85072-2025




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BEFORE THE ARIZONA CORPORATION COMMLSSION :

JIM IRVIN . ,
Commissioner — Chairman Jiw 21 [l Gmﬂﬁ*SQ
RENZ D. JENNINGS
Commissioner R
CARL J. KUNASEK L satowe e Uil
Commissioner

IN THE MATTER OF THE ) Docket No.: No. U-0000-94-165
COMPETITION IN THE PROVISION OF )
ELECTRIC SERVICES THROUGHOUT )

)

)

THE STATE OF ARIZONA.

TESTIMONY OF
ELIZABETH S. FIRKINS
ON BEHALF OF

THE INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS

JANUARY 21, 1998
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1 Summary of Elizabeth S. Firkins’ Testimony
2 ||The IBEW supports a stranded costs rule that supports
3 competition at the same time protecting utility workers and
: residential consumers from being disadvantaged in a system they
’ have little control over.
6
7

The IBEW accepts the rule as written with modifications to
8
. components of stranded costs to include “the stranded worker”.
10 The stranded worker would include retraining, cross-training,
11 transition costs associated with job loss and force reduction.
12

13 ||We prefer the Net Revenues Lost approach for calculating

14 || stranded cost. We believe this method is the most

15 || straightforward and the method necessary to assure stranded
16 |lworkers have a means for recovery.

17
18

The IBEW believes all classes of customers should pay for

19 . . .
stranded costs according to power usage without cost increase.

20
Customers should have the option of paying a lump sum.
21
22
23

24

25
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of Elizabeth S. Firkins
Commission Question Number 3 ©-8

What costs should be included as part of “stranded
costs” and how should these costs be calculated?

Commission Question Number 6 8-9
How and who should pay for “stranded costs” and who,
if anyone, should be excluded from paying stranded
costs?

Commission Question Number 8 9-10
Should there be price caps or a rate freeze imposed as
part of the development of a stranded cost recovery
program and if so, how should it be calculated?

Commission Question Number 1 10
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regarding stranded costs, if so, how?

Commission Question Number 7 10
Should there be a true up mechanism and, if so, how
would it operate?

Commission Question Number 5 10-11
Should there be a limitation on the recovery time

frame for “stranded costs”?
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Commission Question Number 4 11
Should there be a limitation on the time frame over
which “stranded costs” are calculated?

Commission Question Number 2 11
When should “Affected Utilities” be required to make

“stranded cost” filings pursuant to A.A.C R14-2-1607
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DIRECT TESTIMONY OF ELIZABETH S. FIRKINS
ON BEHALF OF
THE INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS
IN DOCKET NO. U-0000-94-165

Please state your name and business address?

Elizabeth S. Firkins, 750 S. Tucson Blvd., Tucson, AZ
85716.

What is your position with the International Brotherhood of
Electrical Workers (IBEW)?

I am an Executive Board member representing Power
Production and a Control Room Operator at the Irvington
Power Plant in Tucson, AZ.

What is the purpose of your testimony and interest in these
proceedings?

My primary purpose is to provide testimony on behalf of
9,000 workers in the State of Arizona represented by the
IBEW. I will present insight as it relates to stranded
workers and how these workers should be considered part of
stranded costs. IBEW members have an enormous interest in
utility industry reform since our lives and jobs are at
stake. At the same time, IBEW members are also consumers
and citizens and understand the importance to the economy

of providing electricity at the lowest price reasonably




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

"possible in a safe and reliable fashion. In order to

maintain service at current levels, on-going training is
important and necessary. As our State makes the transition
to competition, it will become more evident what these
established standards of excellence are, especially if
standards are reduced or relaxed in order for utilities
headquartered in our State to compete successfully with
outside entrants that do not carry the burden or
responsibility for ensuring our States high reliability and
safety standards.
What cost should be included as part of “stranded costs”
and how should these costs be calculated?
The Calculations Methodologies Subcommittee report agreed
to several possible components of stranded costs. These
include, but are not limited to:

e Generation Assets

e Power Purchase Agreements

e Fuel Contracts

e Regulatory Assets

e FEmployment Transition costs

e FEnvironmental Mandates
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We support these recommendations and believe the burden of

proof is on the Affected Utilities to demonstrate that a

particular cost is stranded.

Utilities have spent millions of dollars training workers
to operate and maintain a system that is intensely complex
and structured to meet the ever-changing demands for
electricity. The initial cost for a single journeyman
position is $125,000-$150,000. This cost is increased
through enhancement training for technology changes and
costs necessary to retain system safety and reliability.
These workers are part of the regulatory compact. The
obligation to serve coupled with a system that required a
high level of skill and knowledge demanded utilities to
invest in on-going programs to support and enhance this
knowledge. The public will not settle for anything less
than an electric system that is safe, reliable and
continuous. In order to provide this service, workers must
be kept whole and utilities compensated in the same manner
available as a generator, a boiler or other inanimate

objects associated with this unique service.

Utilities were required to build facilities and were

required to train and develop the respective workforce to
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the highest possible level to ensure service, safety and
reliability and should be allowed to recover a reasonable
return as it relates to training and development of the

utilities respective workforce.

The IBEW supports the Net Revenues Lost approach for
calculation. It is a straightforward method that is known
to regulators and Affected Utilities. It is a relatively
simple calculation that would allow stranded cost recovery
to be handled as a regular rate case is handled. We
believe this method will best protect our members, the
utility workers of our State. This is the method adopted
by the FERC in Order 888 and also the method used in both
California and Pennsylvania.
How and who should pay for “stranded costs” and who, if
anyone should be excluded from paying for “stranded costs’?
The IBEW Supports the Recovery Mechanism Subcommittee
recommendation Option B that reads:
The 2™ sentence of Section R-14-2-1607(J) of the
Competition Rules should remain in effect but this
section should be amended to allow all customers to
pay stranded costs including customers who remain on
standard offer rates. However, the charge to standard

offer customers should account for contributions that
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are already being made toward stranded costs and
should not cause customers’ prices to increase.
Customers should have the option of lump sum payment in

lieu of stranded cost charge.

We also support the Recovery Mechanism Subcommittee
recommendation that stranded costs should be allocated to
jurisdictions and classes in a manner consistent with the
specific company’s current rate treatment of the stranded
asset in order to effect a recovery of stranded costs that
is in substantially the same proportion as the recovery of
similar costs from customers or customer classes under
current rates. Updated rate design to correct flaws in
current rate design would be acceptable. If a customer
uses less power, their cost is lower than a customer that
uses more power. This is fair and equitable and doesn’t
burden the residential customer with charges that should be
allocated to the high end user.

Should there be price caps or rate freeze imposed as part
of the development of a stranded cost recovery program and
if so, how should it be calculated?

If Affected Utilities are allowed to recover 100% of
prudent investments, which have been recognized as stranded
assets, there should be an imposed rate freeze that

coincides with the time frame for recovery of stranded
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assets. Our belief is the residential customer will
already be paying additional costs associated with the
recovery of stranded assets. It would be improper to
burden these customers with rate increases while this
recovery time frame is in place.

Should the Electric Competition Rules be modified regarding
stranded costs, if so how?

The IBEW supports the Stranded Cost Working Groups
recommendation to retain the definition of stranded costs
as presented in the Competition Rules.

Should there be a true up mechanism and if so, how would it
operate.

A true up mechanism is reasonable because of the
uncertainty of future market prices for electricity. The
IBEW has no recommendation on how this true up would work.
Should there be a limitation on the recovery time frame for
“stranded costs”?

There needs to be a time frame established but one-size
fits all isn’t the answer. The utilities should be allowed
to recover all of their net unmitigated stranded costs, but
without price increase to the residential customer. With
original recovery of construction costs extending up to 30
years, what will be residential and small business’ burden
if these costs are allocated to a time frame that is one-

half the initial recovery period? No one in our

10
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organization is an economist, but it seems reasonable to
expect costs associated with and already in the rate
structure to at least double. Whatever the time frame full
recovery of stranded costs must be allowed without adverse
economic hardship to the groups (small business and
residential) least able to absorb added costs to their
budgets. Therefore, we do not recommend an actual time
frame with so many unknowns still present.

Should there be a limitation on the time frame over which
“stranded costs’” are calculated?

We are uncertain of the time frame for the calculation of
stranded costs but believe the time frame must be
accomplished in a reasonable and fair manner.

When should Affected Utilities be required to make a
“stranded cost” filing pursuant to AAC R14-2-1607?

The IBEW supports a time frame that is reasonable and fair.
We believe the Affected Utilities already have begun
compiling information and preparing filings. Once the
final rule 1is in place 120 days is a reasonable time frame
with respect to the enormous amount of work that is
required of the Affected Utilities. No other entrant into

competition carries this burden or the costs associated

with the preparation to this filing.




