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JEFF HATCH-MILLER DEC 29 2008
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GARY PIERCE OOCKETED Y
N
IN THE MATTER OF THE FORMAL ) DOCKET NO. E-04204A-08-0589
COMPLAINT OF MARSHALL MAGRUDER )
FILED WITH THE ARIZONA CORPORATION ) UNS ELECTRIC, INC.’S
COMMISSION ON DECEMBER 5, 2008. )  RESPONSE TO MARSHALL
)  MAGRUDER’S COMPLAINT
)

UNS Electric, Inc. (“UNS Electric” or the “Company”), through undersigned counsel,
hereby responds to Mr. Marshall Magruder’s formal complaint filed with the Arizona
Corporation Commission (“Commission”) on December 5, 2008 (“Complaint™).

L INTRODUCTION.

The Complaint is merely a restatement of issues previously raised with and adjudicated by
the Commission. The Complaint fails to state a valid claim against UNS Electric. Rather, the
Complaint reflects another attempt by Mr. Magruder to impose his will, contrary to the findings of
the Commission and the public interest.

II. BACKGROUND.

In Decision No. 70360 (May 27, 2008), the Commission ordered UNS Electric to (i)
respond to concerns regarding Citizens Utilities Company’s (“Citizens”) pole and underground
cable replacement projects; (ii) meet with Mr. Magruder and file a statement regarding student
loans and scholarships; and (iii) file a statement regarding the Company’s life support procedures.
UNS Electric has complied with each and every one of these requirements in a timely manner,'

and as detailed herein, has taken additional steps to provide further benefits to customers.

' UNS Electric’s filings are attached hereto as Exhibits A (pole and cable replacement projects), B (student
loans and scholarships) and C (life support procedures).
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HI. REQUEST FOR HEARING.

The Complaint requests a formal hearing on the three issues referenced above before the
Commission or a Hearing Officer. A hearing is unnecessary, however, as these very same issues
were already heard and adjudicated during the UNS Electric rate case, Docket No. E-04204A-06-
0783 (the “UNS Electric rate case docket”). No other party in the UNS Electric rate case docket
has alleged that UNS Electric has not complied with Decision No. 70360. In fact, it is
indisputable that UNS Electric has complied with Decision No. 70360.

IV.  FILINGS.

A. Pole and Underground Cable Replacement Projects.

Decision No. 70360 ordered UNS Electric to respond to concerns regarding Citizens’ pole
and underground cable replacement projects within 60 days of the date of the Decision. UNS
Electric filed its response, attached hereto as Exhibit A, on July 28, 2008. The Commission Staff
filed a letter with Docket Control stating that UNS Electric had complied with this requirement on
August 26, 2008.

Citizens had the discretion to determine which, if any, pole and cable replacements were
needed based on existing circumstances. Citizens researched and engineered the necessary pole
and cable replacements, and completed the majority of the work. As stated in UNS Electric’s
filing (attached hereto as Exhibit A), Mt. Hopkins was the only underground cable replacement
project not completed by Citizens. UNS Electric addressed this matter in 2003, however, with a
capital expenditure of $104,377, and continued to improve reliability in the Mt. Hopkins line with
additional capital expenditures totaling $350,099 through February 2006.

In addition to the pole and cable projects completed by Citizens, UNS Electric made
substantial capital investments in Santa Cruz County to (i) significantly improve system reliability

(in an amount of approximately $22.5 million); and (ii) provide new service (in an amount of

approximately $2.5 million), for a total expenditure of approximately $25 million. UNS Electric
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is currently providing safe and reliable service in Santa Cruz County, a point with which
Commission Staff agrees.”

B. Student Loans/Scholarships.

Decision No. 70360 ordered UNS Electric to meet with Mr. Magruder within 30 days of
the effective date of the Decision and file, within 90 days, a statement regarding suggested
resolution of the concerns raised by Mr. Magruder with respect to student loans and scholarships.
UNS Electric met with Mr. Magruder on June 20, 2008, and filed its statement, attached hereto
as Exhibit B, on August 25, 2008.

Upon initial review of the original educational assistance program between the City of
Nogales and Citizens, UNS Electric realized that neither the City nor Citizens were abiding by

the terms and requirements of the program, and that the following program deficiencies existed:

I. Students were not required to attend Arizona schools, as specified in the
agreement between Citizens and Nogales;

2. Students were not required to return to Santa Cruz County to live and work, as
specified in the agreement between Citizens and Nogales;

3. Program funding had been inadequate; and

4, No student had been selected after 2003.

Even after meeting its obligations pursuant to Decision No. 70360, UNS Electric continued to
meet with City of Nogales and Santa Cruz County school district officials to develop a beneficial
and meaningful new scholarship program for Santa Cruz County graduating high school seniors.
An agreement was ultimately reached, but the Nogales City Council chose not to approve the
Agreement at its November 5, 2008 City Council meeting. However, UNS Electric, City of
Nogales and school district officials are continuing to meet on the scholarship program and plan
to submit a program for City Council approval in early 2009. Once the scholarship program has
been fully developed and approved by the parties, UNS Electric will provide Commission Staff

with a copy of the Agreement.

2 UNS Electric rate case docket, Staff Exhibit S-55, at 6-7.
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C. Life Support.
Decision No. 70360 ordered UNS Electric to file, within 90 days of the effective date of

the Decision a statement regarding the Company’s procedures for notifying customers on life
support equipment during an outage. UNS Electric filed its statement on August 25, 2008,
attached hereto as Exhibit C, in compliance with Decision No. 70360.

UNS Electric met with representatives of the Santa Cruz County Sheriff’s Department
(“Sheriff’s Department”) to discuss outage notification for life support customers. The Sheriff’s
Department agreed to retain a list of life support customers’ names; however, as of this date, the
Sheriff’s Department has not assumed the obligation to contact life support customers in the event
of an outage.

The Company contacted all forty-eight (48) Santa Cruz County C.A.R.E.S.-M Program
participants, by telephone and in writing, to inform them that with their written permission, UNS
Electric would provide the Sheriff’s Department with their names, addresses, telephone numbers
and their current status as life support program enrollees. As of December 16, 2008, UNS Electric
had received responses from twenty-four (24) customers, nine (9) of whom gave permission to
have their information released to the Sheriff’s Department. UNS Electric also attempted to
contact by telephone a second time the twenty-four (24) customers who did not respond to the
written request to release information; as of this date, UNS Electric has had no response from

these customers.

V. CONCLUSION.

UNS Electric has fully complied with the requirements of Decision No. 70360 regarding
pole and cable replacement, scholarship and life support issues. In fact, UNS Electric has gone
above and beyond the Decision’s requirements by continuing to meet with City of Nogales and
school district officials to finalize a new and meaningful scholarship program for students of
Santa Cruz County, and by continuing to contact, by telephone and in writing, C.A.R.E.S.-M

Program participants for permission to release their information to the Santa Cruz County

Sheriff’s Department. There is no reason, or need, for a hearing on these matters. In fact,
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further pursuit of these previously litigated issues is an inefficient use of Company and ratepayer
resources. Although Mr. Magruder may prefer his own solutions over those approved by
Commission Staff and UNS Electric, that is not grounds to sustain a formal complaint against
UNS Electric.

WHEREFORE, for all the foregoing reasons, UNS Electric respectfully requests that the
Complaint be dismissed with prejudice.

RESPECTFULLY SUBMITTED this 29" day of December 2008.
UNS ELECTRIC, INC.

By M-LW
Michelle Livengood
UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

and

Michael W, Patten

ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for UNS Electric, Inc.

Original and thirteen copies of the foregoing
filed this 29" day of December 2008, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregomg
mailed this 29" day of December 2008, to:

Marshall Magruder
P. O. Box 1267
Tubac, Arizona 85646
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Lyn A. Farmer

Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Janice M. Alward

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Ernest G. Johnson, Esq.

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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IN THE MATTER OF THE APPLICATION OF ) DOCKET NO. E-04204A-06-0783
UNS ELECTRIC, INC. FOR THE )

ESTABLISHMENT OF JUST AND )

REASONABLE RATES AND CHARGES ) UNS ELECTRIC, INC.’S
DESIGNED TO REALIZE A REASONABLE ) RESPONSE TO MR.
RATE OF RETURN ON THE FAIR VALUEOF ) MAGRUDER’S CONCERNS
THE PROPERTIES OF UNS ELECTRIC, INC. )

DEVOTED TO ITS OPERATIONS )

THROUGHOUT THE STATE OF ARIZONA )

AND REQUEST FOR APPROVAL OF )

RELATED FINANCING. )

“the Settlement Agreement.

‘between UniSource Energy and Citizens (dated October 29, 2002). When UNS Electric Inc.

UNS Electric, Inc. (“UNS Electric” or the “Company”), through undersigned counsel,
hereby responds to Mr. Magruder’s concerns regarding certain pole and underground cable
replacement projects, in compliance with Decision No. 70360 (May 27, 2008). UNS Electric
provides the following information:

I BACKGROUND.

As part of its Settlement Agreement with the City of Nogales (dated June 1, 1999),
Citizens Utilities Company (“Citizens”), agreed to develop a Plan of Action to address Santa
Cruz County electric service issues (the “Plan”). The Plan was dated April 15, 1999, and was

supplemented on May 7, 1999 and July 13, 1999. Decision No. 61793 (June 29, 1999) approved

UniSource Energy Corporation (*UniSource Energy™) acquired Citizens’ Arizona gas

and electric assets in August of 2003, pursuant to the terms of the Asset Purchase Agreement

(“UNS Electric™) began operating the former Citizens’ system, UNS Electric reviewed
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information provided by Citizens; only one underground cable replacement project identified in
the Plan, Mt. Hopkins, had not been completed. After the acquisition, UNS Electric installed a
work management applications computer system. From this tracking system, the Company has
determined that it has replaced or installed, to date, 271 poles and 16,402 feet of underground
cable.

It appears that Mr. Magruder does not believe that (i) Citizens fulfilled its obligations
under the Plan; and/or (ii) UNS Electric, as the successor to Citizens, completed the 20 pole and
12 underground cable replacement projects identified in the Plan.

IL POLE REPLACEMENT PROJECTS.

It is UNS Electric’s understanding that Citizens estimated the number of poles located
within each project area identified in the Plan, set a budget for the replacement work and then
started working. As Citizens worked on the projects, it determined which specific poles in each
area needed to be replaced. Citizens completed the project work in 2000.

Based upon Citizens’ records, the 20 pole replacement projects identified in the Plan have
been completed. UNS Electric has extracted specific pole replacement data from records
provided by Citizens; that data is attached hereto as Exhibit 1. Additionally, UNS Electric has
made substantial improvements to the Santa Cruz County electric system since it began
operations, including the addition of 271 poles.

III. UNDERGROUND CABLE REPLACEMENT PROJECTS.

The 12 underground cable replacement projects identified in the Plan have been
completed. UNS Electric has extracted specific underground cable replacement data from
records provided by Citizens; that data is attached hereto as Exhibit 2. As referenced above, Mt.
Hopkins, the only underground cable replacement project not completed by Citizens, was
addressed by UNS Electric in 2003, with a capital expenditure of $140,377. UNS Electric

continued to improve reliability in the Mt. Hopkins line, with additional capital expenditures of

$350,099 through February 2006.
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Additionally, UNS Electric has made substantial improvements to the Santa Cruz County
electric system by adding 16,402 feet of underground cable to the system.
IV. SYSTEM INVESTMENT.

UNS Electric has gone to great lengths, and made substantial capital investment, to
significantly improve system reliability in Santa Cruz County. Between the time the Company
began operating the former Citizens’ system and June 2006, UNS Electric spent approximately
$22.5 million for Santa Cruz County system improvements and re-enforcement. UNS Electric
provided a comprehensive list of projects the Company completed during this period in response
to a Commission Staff data request, STF 2.1. UNS Electric has pulled the information relevant
to the Santa Cruz County improvements from that data response, and has attached it hereto as
Exhibit 3. Exhibit 3 reflects UNS Electric’s investment to (i) improve system reliability
(approximately $22.5 million); and (ii) provide new service (approximately $2.5 million), for a
total expenditure of approximately $25 million.

VI. CONCLUSION.

Between Citizens and UNS Electric, the pole and underground replacement projects
identified in the Plan have been completed. Subsequently, UNS Electric has made substantial
capital investments in the Santa Cruz system that have significantly improved the system’s

service quality and reliability.
RESPECTFULLY SUBMITTED this 28" day of July 2008.

UNS ELECTRIC, INC.

By ~t/tdatie) e ngoool
Michelle Livengood

UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

and
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Original and thirteen copies of the foregoing
filed this 28" day of May 2008, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered
this 28" day of July, 2008, to:

Dwight Nodes, Esq.
Administrative Law Judge
Hearing Division

Arizona Corporation Commission
400 W. Congress

Tucson, Arizona 85701

Compliance Section, Utilities Division
Arizona Corporation Commission
1200 West Washington Street

Phoenix, Arizona ~85007 }
By: Al e Aboss /M

Michael W. Patten

ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for UNS Electric, Inc.
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Undergrdund Line
Re: lacement Prolects

> UNS Electric completed this pro;ect
**One line-item entry as of October 1999, attnbutable to underground cable replacement
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DOCKET NO. E-04204A-06-0783

IN THE MATTER OF THE APPLICATION OF )
UNS ELECTRIC, INC. FOR THE )
ESTABLISHMENT OF JUST AND )
REASONABLE RATES AND CHARGES ) UNS ELECTRIC, INC.’S
DESIGNED TO REALIZE A REASONABLE ) COMPLIANCE FILING
RATE OF RETURN ON THE FAIR VALUEOF ) REGARDING CITIZENS
THE PROPERTIES OF UNS ELECTRIC, INC. ) UTILITIES’ EDUCATIONAL
DEVOTED TO ITS OPERATIONS ) ASSISTANCE PROGRAM

THROUGHOUT THE STATE OF ARIZONA ) (DECISION NO. 70360)

AND REQUEST FOR APPROVAL OF )
RELATED FINANCING. )

UNS Electric, Inc. (“UNS Electric” or the “Company”), through undersigned counsel and
pursuant to Decision No. 70360 (May 27, 2008), hereby submits its compliance filing regarding
an educational assistance program which was part of the Revised Settlement Agreement between
the City of Nogales and Citizens Utilities Company (“Citizens”), dated June 1, 1999 (“1999
Settlement Agreement™). UNS Electric provides the following information:

In order to settle various claims related. to Citizen’s poor and unreliable provision of
electric service in Santa Cruz County, the City of Nogales and Citizens entered into the 1999
Settlement Agreement. The 1999 Settlement Agreement was approved by Decision No. 61793
(June 29, 1999). |

The educational assistance program is outlined in Section 9 of the 1999 Settlement
Agreement and states that the City of Nogales and Citizens will work together to develop a

program to assist worthy Santa Cruz County high school seniors to attend an Arizona college of

their choice. Each year, the program was to select one Santa Cruz County senior for a four-year,
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interest free loan to assist with tuition, books, and other miscellaneous coliege expenses. If,
following graduation, the student returned to Santa Cruz County to live and work, the loan would
be forgiven. Citizens was to contribute $3,000 per year, per student, toward this program.
Additional contributions were to be solicited from other benefactors by the City of Nogales to
expand the program even further.

Upon review of the educational assistance program, UNS Electric realized that the

following deficiencies existed:

Students were not required to attend Arizona schools;

Students were not required to return to Santa Cruz County to live and work;
Program funding had been inadequate; and

No student had been selected after 2003.

BN -

UNS Electric representatives met with officials from the City of Nogales on June 19,
2008, and again with City officials, the Santa Cruz Valley Assistant School Superintendent,
community members and Commission Staff on June 20, 2008 to discuss the educational
assistance program. UNS Electric representatives returned to Nogales to meet with City of
Nogales officials and the Superintendent and Assistant Superintendent of the Nogales and Rio
Rico High School Districts, respectively, on August 21, 2008, and to present proposals and
concepts for a new College Assistance Program to be funded by UNS Electric. UNS Electric
requested input on its proposals from the City and school officials to ensure that the program to
be implemented is one that is meaningful and beneficial to the City, the high schools, and most

importantly, the students. UNS Electric is currently awaiting program feedback from the City of

Nogales, and Nogales and Rio Rico High Schools.
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RESPECTFULLY SUBMITTED this 25" day of August 2008.

Original and thirteen copies of the foregoing
filed this 25" day of August 2008, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregomg
mailed this 25" day of August 2008, to:

Compliance

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Strect
Phoenix, Arizona 85007

UNS ELECTRIC, INC.

By ﬂf._&ﬁ.&&L_ﬁQﬁ fu &nagooJ
Michelle Livengoo

UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

and

Michael W. Patten

ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for UNS Electric, Inc.
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IN THE MATTER OF THE APPLICATION OF DOCKET NO. E-04204A-06-0783

)
UNS ELECTRIC, INC. FOR THE )
ESTABLISHMENT OF JUST AND )
REASONABLE RATES AND CHARGES ) UNS ELECTRIC, INC.’S
DESIGNED TO REALIZE A REASONABLE ) COMPLIANCE FILING
10 | RATE OF RETURN ON THE FAIR VALUEOF ) REGARDING PROCEDURES FOR
)
)
)
)
)

O W NN W W

11 || THE PROPERTIES OF UNS ELECTRIC, INC. OUTAGE NOTIFICATION FOR
DEVOTED TO ITS OPERATIONS LIFE SUPPORT CUSTOMERS
12 || THROUGHOUT THE STATE OF ARIZONA (DECISION NO. 70360)
AND REQUEST FOR APPROVAL OF

13 | RELATED FINANCING.

14

15 UNS Electric, Inc. (“UNS Electric” or the “Company”), through undersigned counsel and
16 || pursuant to Decision No. 70360 (May 27, 2008), hereby submits its compliance filing regarding
17 || the Company’s procedures for notifying customers on life support equipment during an outage.
18 || UNS Electric provides the following information:

19 Decision No. 70360 directed the Company to file within 90 days of the effective date of the
20 |} Decision a statement regarding its procedures for notifying customers on life support during an
21 |l outage and suggested changes, if any.

22 UNS Electric currently identifies “life support” customers through a Customer Assistance
23 |l Residential Energy Support Low-Income Medical Life Support Program (“C.A.R.E.S.-M")
24 |l available in all service territories served by the Company. The C.A.R.E.S.-M discount is
25 |} available to all qualified low-income customers who require the use of life support equipment in
26 | their homes. In order to be eligible for the C.A.R.E.S.-M Program, an electric service customer

27 |l submits to UNS Electric a Residential Discount Program Application. This Application is

1
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24
25
26

27

provided to customers in brochure form; a copy of the brochure is attached hereto as Exhibit A.
The amount of the discount is calculated based on monthly usage, with larger percentage discounts

available to customers who use less energy:

Electric Discounts Discount
Monthly Energy Use

0 - 600 kWh 30%

601 - 1,200 kWh 20%
1,201 - 2,000 kWh 10%
over 2,000 kWh $8

UNS Electric currently does not notify life support customers of outdges. Insvtead, UNS Electric
uses its best efforts to reconnect life support customers first in the event of an outage.

UNS Electric and the Santa Cruz County Sheriff’s Department (“Sheriff’s Department”)
have discussed notification to life support customers. The Sheriff’s Department has indicated that
it would like to be aware of customers with sensitive electric load requirements to use as a cross-
reference for safety purposes. The Sheriff’s Department has agreed to retain a list of life support
customers’ names. However, as of this date, the Sheriff’s Department has not assumed the
obligation to contact life support customers.

UNS Electric is now in the process of contacting, via telephone, all of the currently
enrolled Santa Cruz County C.A.R.E.S.-M Program participants to inform them that, with their
written permission, UNS Electric will be providing the Sheriff's Department their names,
It addresses, telephone numbers and their current status as a life support program enrollee. The
telephone contact will be followed by a written request to release information regarding the
customer’s status as a C.A.R.E.S.-M Program participant; this written request is attached hereto as
Exhibit B. UNS Electric will not release information to any agency without the prior written
consent of the customer. UNS Electric will also be adding appropriate text to its website,
identifying this addition to the C.AR.E.S.-M Program. Any new C.A.R.E.S.-M Program

participants will be asked for written authorization to release their information to public safety

agencies at the time they apply for the program.
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RESPECTFULLY SUBMITTED this 25" day of August 2008.

Original and thirteen copies of the foregoing
filed this 25" day of August 2008, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregoing
mailed this 25" day of August 2008, to:

Compliance

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

UNS ELECTRIC, INC.

By %M&m.naood
Michelle Livengood

UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

and

Michael W, Patten

ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for UNS Electric, Inc.




Exhibit A
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Exhibit B




Exhibit B

UniSourcekbnergy
SERVICES

P.O.Box 711,8C122
Tucson, Arizona 85702-0711
(877) UES — 4YOU (837-4968)

RE: Life Support Equipment v
Dear (customer),

UNS Electric, Inc. (*“UNS Electric™) records indicate you or someone at your
residence is currently utilizing life support equipment. The Santa Cruz County Sheriff’s
Department requested that UNS Electric identify its customers with sensitive electrical
load requirements to use as a cross-reference for safety purposes.

With your permission, UNS Electric will provide Santa Cruz County Sheriff’s
Office with your name, address and telephone number, and a general statement that you.
are a life support customer; no additional information, personal, account, or otherwise,
will be provided. As the customer of record, UNS Electric will release your information
only upon your written consent. If you agree, please sign and return this letter in the
enclosed envelope, If you do not consent, no response is necessary.

If you have any questions, please feel free to contact Lindy Sheehey, Manger of
Customer Service at (520)745-3343.

Sincerely,

UNS Electric, Inc.
Customer Service

.......................................................................

00 Yes, please share my information with the Santa Cruz County Sheriff's
Department.

Printed Name

Signature




