
I

4 » \9U8..3@-1999 1?=@3 MUNGER CH9DlAlICK» P . L . C . 528 747 1558 P_@2/Q9

1

2

3

llllllllllllllllllIIIIII
00001 1 2 71 6

RATION COMMISSION
§m;8§~.lVED

1999 Aus

4

CARL J. KUnAs1s1<
Chairman

JIM IRVIN
Commissioner

WILLIAM A. MUNDELL
Commissioner

AZ CORP COHHISSIGN8
ZEOCUMENT CONTROL

DOCKET no. E-0193A-98-0471

DOCKET NO. E.01933A-97-0772

5

6

7

8

9

10

1 1

12

13

§ 1 4

IN THE MATTER OF THE APPLICATION OF )
TUCSON ELECTRIC POWER COMPANY FOR )
APPROVAL OF ITS STRANDED COST )
RECOVERY AND FOR RELATED )
APPROVALS, AUTHORIZATIONS AND )
WAIVERS. )
IN TI-IE MATTER OF THE FILING OF TUCSON )
ELECTRIC POWER COMPANY OF )
UNBUNDLED TARIFFS PURSUANT TO )
A.A.C. R14-2-1602 et seq. )
IN THE MATTER OF THE COMPETITION IN )
THE PROVISION OF ELECTRIC SERVICES )
THROUGHOUT TI-IE STATE OF ARIZONA. )

)

DOCKET NO. RE~00000C-94-0165

PG&E ENERGY SERVICES CORPORATION'S POST-HEARING BRIEF

3E

E:
8 :u p

m° § i ¢
: z<¢ 8z so..nu'23

1.
INTRODUCTION

Pursuant to R14-3-109(R) of die Commission's Rules of Practice and Procedure, and the

Chiefs-Iearing Officer's Directive, PG&E Energy S<l(,w{,§g33 €ew5s9ete6h?lEi§s4§fll2s"> herein submits

its Post-Hearing Brief in the above-captioned proceedinQ0CKET':'D
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Deferralof Commission Action:

As a part of its Opening Statement, PG&E ES expressed its belief dlat the Commission

should defer action upon the proposed Settlement Agreement and the related Standard Offer and

Unbundled Tariffproposals pending its completion of the current rulemaldng process involving the

A.

AU



4
x

9U6-3@-1999 1'?=@3 MUNGER CH9Dk1ICK» P.L.C. 528 74? 1558 p. 83/89
\

revised Electric Competition Rules which were adopted by Decision No. 61634 on April 23, 1998.1

2

3

It was PG8cE ES's view at that time that completion of the nzlennaddng process would allow the

Commission to establish comprehensive and clear regulatory policies and regulations governing the

4
introduction of retail electric. competition, thereby insuziang implementation of the Electric

5

6
Competition Rules on a uniform and consistent state-wide basis. The alterative was the

7

8

introduction of competition through a patchwork pattern fad hoc settlement agreements involving

individual Affected Utilities, such as has been proposed for axe service areas of Tucson Electric

9
Power Company ("TEP") and Arizona Public Service Company ("APS"). From a public policy

10

1 1
perspective, such an alternative is clearly less desirable.

12

13

Nothing which subsequently occurred during the public hearings in the above~captioned

proceedings, nor the two and one~ha1fweeks which have elapsed since the commencement of those

14 hearings, has altered PG&E ES' view on this matter. Rather, it continues to believe that the

15
comprehensive nature of the deferral approach which it recommends, and the consistency in
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application of regulatory policies and regulations which would result, are well worth the trade-oif
17

18
for a slight additional delay in the onset of retail electric competition.

19 Significant in this regard is the issuance on August 26, 1999 of the recommended Opinion

and Order for completing the rulemaddng process involving the revised Electric Competition Rules20

21

22

which were the subject of Decision No. 61634. That Opinion and Order has tentatively been

scheduled for consideration by the Commission at its Working Session and Open Meeting on
23

24

25

26

27

28

September 14-15, 1999. Moreover, and significantly, as therein noted.

"The Proposed Modifications [recommended by the Hearing Division] are not
substantive. Adoption of the Proposed Modifications will allow the Commission go
more effectively implement the restructuring of the retail electric market by
providing stakeholders with the details of the structure and process of the
introduction of competition into Arizona's electric industry." [emphasis added]
Two observations may be made in light of this development. First, the Commission is in the
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final stage of the aforesaid Rulemaking and will soon be in a position to complete the process.

Second, the completion of that process will provide it with a comprehensive set of policies and

l

2

3

4

regulations governing the introduction of retail electric competition in the service area of each

Affected Utility on a consistent basis.
5

6
Against this background, the aforementioned "patchwork" and "ad hoc" alternative should

7 clearly be avoided and rejected. In this regard, it should be remembered that the discussions which

produced the proposed Settlement Agreement were initiated by die Speaker of the Arizona House8

9

10

of Representatives, and he substantially influenced, if not determined, who would participate in such

discussions. I Undoubtedly, he had his own motives and objectives. However, it is the Commission
11

12
who will blear the ultimate responsibility for how well retail electric competition is introduced into

the State of Arizona. Thus, it should not allow either the content or the timing of its decisions on

that subj et to be driven by the agenda of a legislator.

13

14
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16
A "Directional" Improvement:

In the event the Commission should decide to consider the proposed Settlement Agreement
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at this time, PG&E ES would note that, directionally speaking, it does represent an improvement

over what has been proposed in the Settlement Agreement involving APS. For example, it does

provide for the transfer of generation assets at market value. While PG&E ES would prefer strict

18

19

20

21

22

adherence to the rule celling for the transfer price to be the higher of fair maker value or depreciated

book value of the assets in question, based on the unique circumstances surrounding TEP's

generating assets and the associated lease obligations, PG&E ES does not believe that a transfer at
23

24

25

26

27

28

market value will result in the affiliated transferee generating company obtaining a significant unfair

'TEP witness Pignatelli testified to this effect during his appearance on August I 1, 1999.
APS witness Davis offered similar testimony during the previously held hearings involving APS`
proposed Settlement Agreement.

B.



gU{3-3@-1999 17284 MUNGER cHt9Dw1cK, P.L.C. 528 747 155a P . 85/89
r

s

1 competitive advantage in the market place.

2

3

In addition, the proposed Settlement Agreement contemplates the use of "tracing account"

in connection with collection of the competitive transition change ("CTC") incident to the recovery

ofstrandeci costs, with the CTC ending when the appropriate amount has been collected. Again, this

represents an improvement over the approach reflected in the APS Settlement Agreement.

Similarly, the absence of a provision requiring direct access customers to provide lengthy

advance notice of an intent to return to Standard Offer status represents an improvement over the

approach proposed by APS.

Finally, the revisions to the "Adder" and associated strata agreed to by the signatory parties

4

5

6

7

8

9

10

1 1

12
to the Settlement Agreement during the hearing also represent a directional improvement. PG&E

13 ES is unable to conclude at this time if such revisions are sufficient to allow the entry of meaningful

and sustained competition into TEP's service area, but they are a step 'm time right direction.
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C. Code of Conduct:
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Section 7.1 of the proposed Settlement Agreement provides TEP tile an Interim Code of

18
Conduct with the Commission to govern transactions between TEP and its affiliates pending

Commission approval of "a final Code of Conduct for TEP in accordance with the Electric

Competition Rules." On July 21, 1999, TEP made such a filing.

As previously noted in the discussion in Section II. A above, it appears that the Commission

19

20

21

22

23
is very close to taking finalaction on the revised Electric Competition Rules whichwere mc subj act

of Decision No. 61634. However, as a precautionary measure, PG&ES recommends that the

Commission follow the suggestion of its Chief Hearing Officer in the August 26, 1999 proposed

Opinion and Order on the proposed APS Settlement Agreement. Therein he has recommended that

24

25

26

27
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the Commission's Hearing Division establish an expedited procedural schedule for allowing all the
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1

2

interested parties to be heard with regard to die proposed Interim Code of Conduct which APS has

tiled. Of course, this would be unnecessary in this instance if the Commission adopts PG&E ES's

3
recommended deferral of any action on TEP's proposed Settlement Agreement pending completion

4
of the current rulemaldng on the revised Electric Competition Rules."

5

6
III.

CONCLUSION

For the reasons discussed above in Section II A, PG&E ES urges the Commission to defer

taking any action upon the proposed Settlement Agreement until the Rulemaking involving the

revised Electric Competition Rules which were die suhiect of Decision No. 61634 has been

7

8

9

10

1 1

12

completed.

Dated this 30th day of August, 1999.
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Lawrence V. Robertson, Jr.
Munger Chadwick, P.L.C.

18
Attorney for PG&E Energy Services Corporation
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2PG8cE ES intends to make a similar recommendation in Exceptions it will File to the August

26, 1999 proposed Opinion and Order on the APS Settlement Agreement.
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Original and ten copies of
the foregoing document mailed
u1is3Q'21ay of August, 1999 to:

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Copy of the foregoing mailed
this8'day of August, 1999 to:

Bradley S. Carroll
TEP
Legal Department - DB203
220 West Sixth Street
P.O. Box 711
Tucson, Arizona 85702
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Alan Watts
SCPPA
529 Hilda Court
A!1ah€i1Tl, California 92806
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C. Webb Crockett
Jay L. Shapiro
FENNEMORE CRAIG
3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913
Attorneys for ASARCO, Cyprus Climax Metals, AECC

Steven C. Gross
Law Office of Porter Simon
40200 Truckee Airport Road
Truckee, California 96161
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Betty K. Pruitt
ACAA
2627 North 3rd Street, Suite Two
Phoenix, Arizona 85004

Timothy M. Hogan
Arizona Center for Law 'm the Public Interest
202 East McDowell Road, Suite 153
Phoenix, Arizona 85004
Attorneys for Arizona Consumers Council
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Greg Patterson
RUCO
2828 North Central Avenue, Suite 1200
Phoenix, Arizona 85004

Kenneth C. Sundlotl Jr.
JENNINGS, STROUSS & SALMON, PLC
Two North Central Avenue
Phoenix, Arizona 85004-2393
Attorneys for New West Energy

StevenM. Wheeler
SNELL & WILMER, LLP
One Arizona Center
Phoenix, Arizona 85004
Attorneys for Arizona Public Service Co.

Barbara KlemStine
APS
400 North 5'* Street
Phoenix, Arizona 85072-3999
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Robert S. Lynch
tttorney afttavv

340 East Palm Lane, Suite 140
Phoenix, Arizona 85004-4529
Attorneys for SCPPA and MSR

Peter Q. Nyce, Jr.
US Army Legal Services Agency
Department of the Army
901 North Stem Street, Suite 700
Arlington, Virginia 22203-1644

Dan Neidlinger
NEIDLINGER & ASSOCIATION
3020 North 17* Drive
Phoenix, Arizona 85015
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Margaret A. Rostker
Jerry R. Bloom
WHITE & CASE LLP
633 West Fifth Street
Los Angeles, California 90071
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David L. Deibel
TUCSON CITY ATTORNEY'S OFFICE
P.O. Box 27210
Tucson, Arizona 85726-7210

Leonardo Lao
O'CONNOR CAVANAGI-I
One East Camelback Road, Suite 1100
Phoenix, Arizona 85012-1656
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Thomas L. Mum aw
SNELL & WILMER
One Arizona Center
Phoenix, Arizona 85004
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Christopher Hitchcock
HITCHCOCK, I-IICKS &. CONLOGUE
P.O. Box 87
Copper Queen Plaza
Bisbee, Arizona 85603-0087
Attorneys for SSVEC
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Katherine Ham rack
-14tPS EnemrgyServiees Coding
One Arizona Center
Phoenix, Arizona 85004

Charles v. Garcia, Esq.
General Attorney, Energy Services
Public Service Company of New Mexico
Alvarado Square, MS 0806
Albuquerque, New Mexico 87158
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