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Mr. Greg Patterson, Director 
Residential Utility Consumer Office 
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D 

Re: APS Settlement Proposal - Docket No. E-01 345A-98-0473 ,hi\ 2 9 T339 
E-01 345A-97-0773 
RE-OOOOOC-94-0165 

Dear Mr. Patterson: 

I read with interest some of the comments attributable to you in two recent articles, 
“Utility panel in turmoil,” The Arizona Republic, July 24, 1999, and “Corporation Commission 
in turmoil,” The Tribune, July 25, 1999 (attachments No. 1 and No. 2). 

First of all, thank you for finally acknowledging that Commissioners Kunasek and West’s 
decision to “stay” the Electric Competition Rules back in January of this year, “has delayed rate 
reductions, rebates to ratepayers and competition that ultimately will lead to lower prices.” In an 
editorial entitled, “End the costly delays,” The Tribune, June 24, 1999 (attachment No. 3), it is 
reported that based on figures from the Energy Information Administration, Arizona consumers 
have paid about $45 million dollars more for electricity than they should have since the 
beginning of this year. 

I 

!; 

However, please direct your attention to the response provided by Commissioner h i n  
entitled, “Arizona utilities stall competition,” The Tribune, July 2, 1999 (attachment No. 4). The 
operative paragraph - and one that should create concern for consumers - states: 

“In essence, Arizona’s investor-owned electric utilities have positioned 
themselves brilliantly - while supporting the delay and saving their companies 
roughly $45 million, they were able to get the Competition Rules changed so that 
any swift action by the commission will result in competition based on their 
terms.” 

Indeed, the Commission is now considering a settlement proposal negotiated between 
Arizona Public Service Company (MS), Arizonans for Electric Choice and Competition 
(AECC) - which represents large industrial interests, and RUCO. As Director of RUCO, you 
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have supported the settlement for a number of reasons, based primarily on the belief that it is 
beneficial to the residential consumers you represent. However, based on your testimony given 
on July 16, 1999, in a hearing concerning this matter, I believe a few clarifications are warranted. 

Contrary to your assertion that consumers were not represented during negotiations 
resulting in the 1998 proposal by Arizona Public Service and Tucson Electric Power, they in fact 
were. Although RUCO’s role is to advocate solely on behalf of utility consumers, it is the 
Corporation Commission which ultimately serves to protect the public interest in such matters. 
As a party to the prior negotiations, Commission staff did represent the interest of Arizona 
electric consumers, and carefully considered all options based on an independent analysis of 
issues such as stranded cost, market power and shopping credits. 

However, Commission staff was not invited to actively participate in the negotiations 
which led to the most currently proposed APS settlement. Instead, RUCO was invited to act on 
behalf of consumers during the settlement process; as Director, you represented residential 
interests. 

The settlement proposal contains, among other things, the Commission’s promise that 
APS will recover at least $350 million in stranded costs from ratepayers, with more to be 
determined at a later date (i.e. market transition costs). However, I find it disturbing that -- 
acting in your capacity as a consumer advocate - you chose to use information provided by APS 
and AECC in concluding that the agreement is good for residential consumers. In fact, you 
admit by your testimony that RUCO did not perform any independent analysis or study of the 

: factors contained in the settlement agreement. (attachment No. 5) 

In an article entitled, “Poor me,” appearing in the May issue of Forbes Magazine 
(attachment No. 6) ,  on the issue of stranded cost recovery, it states: 

“What happens if the utility doesn’t get the compensation it wants? 
Litigation.. .For this reason, legislators and regulators sometimes feel like they 
need to cut some deal, any deal, just to get a competitive market moving 
forward.” 

Part of the APS deal includes what you believe is a benefit to Arizona consumers: the 
withdrawal of pending appeals by APS on the Commission’s legal right to deregulate the electric 
industry in the first place. However, although you admit in your testimony that it was your intent 
in signing the agreement that APS withdraw its litigation, you understand that other parties (like 
TEP and AEPCO) could continue with the appeal. You essentially agreed with Mr. Robertson 
during cross examination that, “the Commission is being asked to approve at this point in time an 
agreement.. .without one iota of assurance that, in fact, the pending consolidated appeals of its 
competition orders will be dismissed at any point in time or concluded in the near future?” 
(attachment No.7). So I ask, where is the benefit? 
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The various parties who challenged the Commission’s authority to deregulate the electric 
industry lost their case in Superior Court - that is why they are appealing the decision. So, your 
adulation for APS’ “very aggressive, very effective counsel” (attachment No. 7) should be 
tempered with some recognition that consumers also enjoy the services of very effective counsel; 
namely, those attorneys within the Commission’s legal division who successfully defended the 
Commission’s authority to deregulate the industry in Arizona’s courts. 

I will not argue that APS does employ some of the finest attorneys Arizona has to offer -- 
attorneys who advocate very effectively for their client, and you testify to this fact: 

“I understand what APS’ resources are, and you could convince me 
subject to check that they had never filed a thing, done a thing, or said a thing, and 
I would tell you that they are in my opinion a very powerful organization with a 
tremendous amount of resources that could wreak a lot of havoc in this docket.” 

“And having APS against us in something like this or against the 
Commission in something like this is worse than not having them in it.” 

“I mean, APS I think is a very effective combatant in the arenas in which 
they fight. I think they have a lot of resources. I think they can do very well.” 

“I do, however, believe that APS counsel is very bright, and that having 
them as part of this, if I can have them agree to remove themselves from this, it’s 
a benefit to residential consumers.” (attachment No. 7) 

But it is because of these tremendous resources available to utilities such as APS that we 
have state agencies like RUCO to protect consumers, wouldn’t you agree? It is because of these 
tremendous resources that RUCO should not take for granted the figures and analysis provided 
by competing interests to residential consumers - in this case, APS and AECC - as an 
unquestionable statement of the facts, wouldn’t you agree? And finally, it is because of APS’ 
tremendous resources and threats to litigate this matter for eternity that you made a political 
decision - not one based on whether the settlement actually promotes competition in Arizona - 
to support the agreement, wouldn’t you agree? 

I will concede your point that the delays and uncertainty surrounding Arizona’s move 
toward competition has not been good for consumers. But as a representative of the “little guy,” 
you should not lose sight of the long-term goals in restructuring the electric industry - robust 
competition that brings consumer choice, technological innovation and lower rates for the 
average citizen at large. APS should not be allowed to hold the specter of continued litigation in 
an attempt to bring competition within their service area on their terms - especially given its 
considerable burden in appealing the Court’s decision upholding the Commission’s authority to 
implement competition on its terms. Please recognize the outstanding work of our legal division 
in this regard who, in a recent case involving US West, also established that Arizona utilities do 
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not possess a “regulatory compact” with the ACC. As you are aware, utilities often argue that 
stranded cost recovery is based on this regulatory compact concept. 

In the recent Auditor General’s performance audit of RUCO, it explicitly states: 

“According to the act establishing RUCO, the agency is intended to 
represent the interests of residential consumers, critically analyze proposals made 
by public service corporations to the Commission, and formulate and present 
recommendations to the Commission.” [Emphasis added] (attachment No. 8) 

The fact that RUCO did not conduct a critical analysis of the proposed settlement between APS, 
AECC and RUCO seems to suggest that your organization failed to meet its obligations to 
residential consumers in this very important matter. 

Sincerely, 

~ 

Patrick J. Black, Esq. 
Executive Assistant to Commissioner Irvin 

1; 
Cc: Honorable Jane Dee Hull, Governor 

Carl J. Kunasek, Chairman 
Jim k i n ,  Commissioner 
William A. Mundell, Commissioner 
Docket Control 
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THE ARIZONA REPUBLIC. 
S a t u r d a y ,  July 2 4 ,  i 9 9 9  ' 

Criminal probe of h i n  
. - a  4 .  provides new distraction 

By Max Jarqan 
The ?vizona Republic '- ' 

The criminal investigation of 
Arizona Corporation Commissioner 
Jini lrvin could scrvc to furtlier 
distnct the the-member pancl 
already liamstrung by yoliticnl in- 
figliting. jealousy and rcvengc. 

Tlte conitiiissionk tiirmotl coma 
as it  faces critical issucs that 
dcmand its attcntion: 

US West has almost $200 mil- 
lion in rate increases pending before 
the commission. The phone coni- 
pany also has siibiiiiitcd at1 appliw- 
lion to gct into the long-distance 
biisincsses, OR which the fate of the 
deregulation of thc statci telecom- 
munications industry now hangs. 

-Then there is the dcrcgulation 
o f .  the sfate's clCctricity industry. 
That hinges upon the commission 

. apprwiitg a xttlcment agreement 
with Arizona Public Service Co. 
and other utilities, allowing thcm to 

.' . recover from ntepayers hundreds of 
millions of dollars in investments 

i they claim will be lost under 

. 

. . - - -- - - - --- 

deregulation: -'. 
'there is the sale' 
of Southwest 

, Gas Corp., 
which is at the . 
center of a crim- . 
inal investigation 
o f  lrvin and-for- 
mer.panel Exec- 

Jim * ' 'utive Secretary 
lrvin . Jack Rose. The 

sale also is cen- 
tral to a f750million civil lawsuit 
filcd by an unsuccessfiul bidder for 
Soutliwcst in which In in  and Rose 

.A%illy,  * 

are defendants. . ,  
-Thesuit, tikd'6y &u!hcrn Union. 

Co. of Austin. .alleges. that . lrvin 
improperly influenced the decision 
by Southwest Gar Corp.,jArkona's 
pnncipal natural gas.uti!ity, to sell 
to Oneok. Inc. of.Tulsa:.instead of 
Southern Union. The ..campanics 
were in a bidding 'm for the 
Nevadautility. . , . . 

- Pleare see' Imh, %&At 
. .  .. 

' . .  . * . . .  . , - .  ..* , . .  
I 

, . L  

L 

i 

I /  
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. :-+. ,L: Members' 

n Page A I  'If you are perceived as a risk 
renulator, environment YOU haw 

,dt-lghting slows change 
.I donst think it.s viewed as toPay a dremium to get b p I e  tc 

invest there and that remiun ite. I think it's being viewed in the highel 
npredictable." 
'hile perhaps not hostile to rates," Patterson said* ies, on the Stock Of Arizona's Iarg 

l hostile toaard each dive.in January. when the M n  
panel have long est p o w  companies took a sharl 

of infighti?g !enning? deal collapsed, accord 
in mg to pnce quotes from Standan 

was sworn ih, Bving Q Pm'i The trend for both Pin 
a 2-1 majority after a dozen nacre West Capital. the paren1 

company of APS. and Unisource 
Energy the parent company o ; in the minority. 

did not auy Tucson' Electric Power, hacked 
'1s fellow Re~b'lcan. Carl close to the national average 01 
?$ih ' ~ ~ ~ ~ : $ ~ n z s ~ ~ ~  electric utility stocks until the end 
, in a series of disputes Over of last year. Earlier this year, the 
 omm mission sM members national average rebounded from 
3n rate involving biC a brief dip, while the stock values of the Arizona utilities remained of dollars. ".. 

liar. 
Paul Rrynoltla. dircctor 01 

cornmiinicatioiii for Piiiilaclc 
WCSI. said it is clcar that the 
instability of the commission is 
driving the company's stock 
down. Company stockholders 
were told a s  much when 
informed of the collapse of the 
deregulation deal in January in 
the company's annual report, 
issued in March. 

"The associated regulatory 
unceftainty stemming from this 
'go and stop' launch of compec 
tion in the state (and much 
attending political intrigue) corn 
tributed to this reduced perfor- 
mance," William Post, chie 
executive officer of Pinnacle 
West, told shareholders. 'Internal 
forces at the Arizona Corporation 
Commission have stalled, for 
now, the movement toward 
competition. 

Wayne AIlcott. vice presidenl 
for Arizona at US West, said the 
situation is much the same for 
the phone company. Turmoil at 
the commission has led to delays 
in a variety of cases, Allcott said. 
Some of those delays have left US 
West unable to match semces 
provided by competitors, he said. 

The turmoil down there has 
more impact on the slowness 
with which the process moves," 
he said. 

Kunasek acknowledges the 
conflicts in the last two yean 
have led to instability in the corn 
mission. Kunasek lays the blame 
on Irvin and his decision to align 
himself with Jennings. The bad 
blood escalated with the !iring of 
several key staff members by IR 
in. he.said. It peaked last year 
when M n  called Kunasek a liar 
during a public meeting. Kunasek 
said. 

'I don't know what happened 
between Irvin and I that caused 
him to run to Rens" Kunasek 
said. There is instability. It's not 
good for the commission, It's not 
good for the consumer." 
lrvin did not return telephone 

calls. He is  now embroiled in scp 
arate federal and state investiga 
tions into whether he inappro& 
. ately hied to mtluencc the sale of 
another regulated utility, soutb 
west Gas. 

Kunasek said Mundell's 
appointment should bring a great 
deal of stability to the commi, 
don. Mundell is bright and has 
the benefit of not having been 
embroiled in past  battles. 
Kunaseksaid. 

Mundell said he  win stay out ol 
,the personality conflicts and 

dge the cases that come before L on the facts. 
7% I 1 don't haw a stake at 4 ' h e  

said 1 q n k  that's good. because 
I come tnth a dean slate and an 
open mind.' 

iebody is going to come 
nd just purdmsz.these 
s m d w e n g o m  to . I think that b J b r  
Ima++Aiy& 
in's divisive reputahon 
w o n .  he srid 

PREVIEW OUR EXCITING FURNITURE & WINDOW SALE THIS 
BEFORE THE CROWDS! EVENT STARTS SUNDAY, AUGU! 

THREE DAYS ONLY SUNDAY-TUESDAY,:AUGUST extra1 Oh 0 c 
SALE-PRICED LIVING ROOMS BEDUOOMS DINING ROOMS MAl7REssES WINDOW COVER1 

. .  NO INTEREST, NO PAYMENTS. 
UNTIL NOVEMBER 1,1999, WHEN YOU USE YOUR JCPENNEY CREE 

ON FURNITURE PURCHASES MADE THROUGH SEPT. 6,1995 

JCPenn - 
www.jcpennev.com. -. . J 

- 

http://www.jcpennev.com
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EDITORIALS 
Mundell faces electric deregulation 

End the costly delays 
h a n e l y ,  Gov. Jane Hull wasted 
no time in replacing ousted utility T commissionerTony West Let us 

hope the commission will just as quickly 
get down to the important business of sav- 
ing consumers money. 

The halting, slow pace of deregulation 
so far is costing all of us 
money. Big money. 

Take electric deregula- 
tion, which was supposed 
to kick in at the beginning 
of this year but was delayed 
for more “study.” Based on 
figures from the Energy 
Information Administration, 

- 

Bill Mundell 

since the first of the year Arizonans have 
paid about $45 million more for electricity 
than they should have due to the delay. 

And the meter keeps spinning. (You 
can actually see the “Lost Savings Metef 
ticking your dollars away by logging on to 
the Goldwater Institute’s Web site at 
www.goldwaterinstitute.org on the Inter- 
net) 

Former state legislator Bill Mundell, 
appointed by Gov. Hull to replace West on 
the Arizona Corporation Commission, not 
surprisingly says his first task will be 
studying the key deregulation issues so he 
can make wise decisions. ?hat is good. 

But when it comes to deregulation, 
there is such a thing as too much study. 
There also is a very real danger of over- 
regulating the.process of deregulation. 

Congress was guilty three years ago 
when it passed a telecommunications 
deregulation law that is so hopelessly 
complex that it has stalled competition. It 
also has put way too much authority in the 
hands of federal bureaucrats to write rules 
that have preempted states’ authority to 
foster robust competition. 

federal rules, the Arizona Corporation 
Commission last month ripped down a 
barrier that had prevented US West from 
offering its customers in-state long- 
distance service. Although the move could 
mean lower long-distance rates for Ari- 
zona consumers, a federal official has 
threatened legal action to block i t  

The laudable justification for establish- 
ing some rules for the process of deregula- 

Out of frustration with the mountain of * _  ~ 

.il . - 

Former state legislator Bill Mundell, 
appointed by Gov. Hull to replace 
West on the Arizona Corporation 
Commission, not surprisingiy says 
his first task will be studying the key 
deregulation issues so he can make 
wise decisions. That is good. ’ 

tion is to ensure it‘s reasonably orderly 
and that there is a Yevel playing field” 
among all contenders for business and 
residential customers. The problem is 
that, even under the best of cirmstanc- 
es, the marketplace is neither orderly nor 
absolutely fair. 

Especially to governmentregulators, 
whose duties and instincts involve control, 
market forces can seem unnervingly cha- 
otic and unjust 

That brings us back to Mr. Mundell, 
who is a moderate Republican and served 
as chairman of the House Environment 
Committee while in the Legislature. He 
worked hard to strengthen state air and 
water quality laws that had been shame- , 

fully lax 
It was a process that involved extending 

the state’s regulatory tentacles into areas 
that needed tighter controls. ’ 

By contrast, the role of the Arizona Cor- 
poration Commission at this point in his- 
tory is all about loosening controls so corn 
petition can kick in. Just as Arizonans can 
now shop around for the best deal in bng- 
distance senrice, we also should be able to 
shop for our local phoneasenrice as well as 
our residential electric service. 

?he process should be reasonably 
orderly and fair. But it also needs to be 
swift 
Members of the Arizona Corporation 

Commission need to feel a sense of 
urgency to expedite deregulation -that 
continued delays are costing each of us 
plenty. 

In electric charges alone, the lost sav- 
ings are racking up at $260,000 a day. 
That‘s $3 per second. 

Let‘s hope Bill Mundell is a quick study. 

Attachment No. : 
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Arizona utilities 
staII competition 

It should be no surprise to Ari- 
zona consumers that monopolies 
fear competition, as evidenced by 
the numerous lawsuits filed against 
the ACC in trying to deregulate 
both the telecommunications and 
electric industries. The settlement 
proposals submitted by both APS 
andTEP have been characterized 
by potential competitors as sacrific- 
ing true competition for short-term 
rate cuts for consumers. 

Therefore, it is incumbent upon 
myself and my colleagues to con- 
sider these concerns and determine 
which path ultimately leads to lower 
prices for consumers - not only 
within the next five years but well 
into the next millennium. 

In January 1999, I voted to keep 
deregulation on track and work on 
fine tuning the rules as issues 
arose. But we can’t look back - 
only forward - and I am confident 
&at the certainty resulting from the 
governor’s well-thought and rea- 
soned appointment of Cornmis- 
sioner Mundell will bring the stabil- 
ity &at this commission needs; 
stability to implement a deregula- 
tion plan which is fair to utilities, 
potential market entrants, and most 
importanf all classes of Arizona 
consumers. 

I read with interest your editorial 
entitled “End the costly delays,” 
which appeared June 24,1999, 
claiming that Arizona consumers 
have lost about $45 million from 
deIaying electric deregulation. 
On May 13,1999, one of the rea- 

sons I stepped down as chairman of 
the Arizona Corporation Commis- 
sion (ACC) was because of the 
move by my colleagues West and 
Kunasek to delay competition, 
describing it as, ”cost[ing] Arizona 
consumers millions of dollars in 
anticipated savings.” 

petition Rules have been stayed, 
changes were made which now 
allow Arizona utilities to; I) recover 
money for skanded costs based on 
their own estimates (Arizona Public 
Service and Tucson Electric Power 
have requested a combined reim- 
bursement of over $1 billion), 2) 
write their own rules of conduct for 
transactions between regulated and 
unregdated affiliates, and 3) disal- 
low residential and smaIl business 
consumers to aggregate power into 
larger purchasing blocks. 

I have opposed these substantial 
changes with the.belief that crafting 
Competition Rules which favor 
some entities over others is anti- 

. competitive and anticonsumer. But Jim M n  
to change them again would delay . Arizona Corporation 
the process even further. Commissioner 

owned electric utilities have pes-i-. . 

.- .- 

However, since the Electric Com- 

In essence, Arizona’s inve ! 
1 . 

. -  
Attachment No. 4 
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RESPONSE TO COMMONWEALTH ENERGY’S DISCOVERY REQUEST 

1. Promotion of Competition 

a. Please furnish any study performed on the Settlement’s ability to promote 
electric competition. 

b. Please provide any study that illustrates the expected generation shopping 
credit that are imputed within the Direct Access tariffs. 

c. Please provide any study that forecasts the expected numbers of 
customers (by class with their respective loads) that are likely to seek 
competitive electric services if the Settlement is approved. . 

d. Please provide any study that assures the public of no cost shifting 
associated with the same service that a customer receives under the 
Standard Offer or from an ESP. 

e. Please provide any study on the electric cost savings associated with the 
Settlement. 

RESPONSE: - -  

1 .a. 

!; 

1 .b. 

,I ; 

1 .c. 

1 .d. 

1 .e. 

RUCO has not performed any formal study on the Settlement’s ability to promote 
electric competition. 

RUCO has not performed or reviewed any study illustrating the expected 
generation shopping credits. 

RUCO has not performed or reviewed any such study. 

RUCO has not performed or reviewed any such study. 

RUCO has not performed or reviewed any such study beyond the terms of the 
Settlement Agreement itself. The Settlement Agreement provides for a total of 
7.5% in rate reductions for residential standard offer customers, implemented as 
1.5% reductions each year from July 1 , 1999 through July 1 2003. In addition, 
the Settlement provides for decreases in the CTC and distribution charges for 
Direct Access customers as set forth in Exhibit A, Schedules A and B to the 
Settlement Agreement. 

Attachment No, 5 - , _  . 
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Utilities are telling the rate regulators 
that their old power plants are 
practically worthless. But they’re 
selling them for fancy prices. 

Poor me 
T H E  HWEK CIIY GENERATICIN SIXTION is ;t 3+ycar-old, 
cod-fired powcr plmr near Pirchurgh. What’s I t  worth! 
Unril last year i t  was cwicd 011 the books of two utilirics for 
$540 million. Thci i  the conipmics sold il for $1.8 billion, 
or $955 pcr kilowatt-about what ic \voulcl COSK to build a 
brand-s~~~nltinS-iic\v c k c k c  phC.  

Arc old pl.mts a millscolic for urilities as chcy ciirer rhc 
dcrcgulaLcd fiirurc? l’hat’a wliar rile udiiluc:, arc rclling mte 
rcgulacors. We built all rhesc p 1 . u ~ ~  ovcr rhc ycars bccausc you 
rold u s  to, drcy arc sayins-and tiow char itewcoincrs arc 
abour to uiidcrcur LIS, wvc mcd conipcnsacion for tlic 
“smnilcd costs.” The logic of cornpcus;ltion for srrandcd 
corn i LiuJssdablc. Thc only dcbatc is over the amount. 
Js rhc avcragc power plnnc iiidccd il iihitt t l e p l ~ i ~ ?  

According KO daia collcsrcd by Cambridge EncrSy 
Rrscarch hsociatcs. h e  nvcragc nonnuclcar power pl‘mc put 
up h r  salc in chc I s 1  year sold for ncarly rwvicc in book valuc. 
Granted, the plana bcing sdd ccitd to bc thc morc dcsirablc 
O J ~ C S ,  b) diill oldxis l oa r iw  or rhcir h c l  cl‘licicticy. Still, rhc 
pricing makcs o m  wonder whcthcr rhc power industry 
should bc cnlilied to much of anyding for suwded costs. 

Sonic staccs--Califi)rnia, Mairlc, Coiinccricuc and NCW 
York, foi-cxarnp1c-ha\~c ordered utilities to sell dl or p3rr of 
h e i r  gcncracion capacity. That should scr an arm’$ l c n g h  fair 
pricc. Thanks largely to tlic fiir pnccs received for iu powcr 
plants, Scmpm Energy, rhc parcnr of San Dicgo Gas & 
Electnc, says that its strmdecl-cost chlrrgcs rclatrd t u  gcner- 

68 Attachment No. 6 

For this rcason, Icgislauxi and regularors mncrinics fcd 
like dicy ricrd LO citcsonic clcal, any ciciil, just  to .get 3 corn- 
pcriuvc m u k t t  moving torward. T h c  SKIKC OF Virginia, for 
cxaii-rplc, ctodged ally srrnridcd cost calculation. IO a mow 
siipponcd by local uciiiiics, clic Icgislauirc tleliyed truc 
cornpcririon a n d  simply liozc clccrric rarcs Liiitil 2007. 
Utilirics had donated more than $1 million t u  Virginia 

politicians i n  rhc last 
1 two election cyclcs. 

numbcr, the utilities 
came UP with an  518 bil- 
lion figure. T h e  1arcs.e 

is $I1 bil- 
lion. This number reprc- 
sents, 111 effect, thhr CKCCSS 
ofrhc plants’ book \dUc 
ovcr their markLr value. 

Wait a rninucc, says Samuel RQidazto, ai atsvrncy far sonic 
indusuial power usccf. Thac $1 1 billion nrutibct is morc than 
thc book vdue of all the plants. Can the ucilides Losc iiiorc 
than their invesanenr? Negotbdono arc tn condnuc. 

“We art  applying a political solution to 3n rcononiic 
problcrn,” shrugs Ohin utility comnhsioncr Craig Glazcr. 
“All inccllecnid argumcnrs haw been thrown our thc win- 
dow. Now ic comcs down to who screams thc loudcst.~ 

Expccr hrthcr scrciming as utilities enter thc dcrcgu- 

Power play 
The Homer City, Pa. coal plant 
(above) brought a rich price. 
Where docs electricity 
restructuring stand in your 
state? Check the map at left. 

lstcd markct. m 
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Was it your intent as the chief executive of, 

RUCO at the time you signed this settlement agreement. 

to produce a result that would lead to the dismissal., 

or at least the withdrawal by the signatory parties of 

their appeals of the Commission's competition orders?' 
J 

A .  Yes 1 

Q. How does that in isolation benefit the 
- 

residential consumers if there are other parties 

involved in those appeals who can keep them going who 

are not parties to this signatory agreement? 

A. Now we're to a question I definitely 

understand. That's -- you take the weight of A P S  o f f  

it. You take the weight of a very large utility wit-h 

a very aggressive, very effective counsel off of  it., 

and you leave it with:-- I hate to say that the rest. 

of them are ineffective, but when you put the rest o,'f 

them together and you've got APS as a very large pare 

of it, you've got a very large fighter to'the table. 

And 1-think that having APS hat is"$' 

. Q. Have you discussed with RUCO's counsel how 

active APS has been vis-a-vis the named plaintiffs in 

these various appeals? 

E F I E L D  going to ob 

privilege. 
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Q. ( B Y  MR. R O B E R T S O N )  Do you know for a fact 

how active A P S  has been in the consolidated appeals 

vis-a-vis the other plaintiff parties? 

A. N o .  

Q. So you made an assumption a moment ago in 

attributing this significant player role to A P S  with 

regard to those particular consolidated appeals, did 

you not? 

A. I understand what A P S '  resources are, and 

could convince me subject to check that they had never ,I 

filed a thing, done a thing, or said a thing, and 1' 

would tell you that they are in my opinion a very.. 

powerful organization with a tremendous amount of.. 

resources that could wreak a lot of havoc in this; 

docket: 

~ 

. * 

\ w - 
Q .  That comment goes to what they prospectively 

might do, because you just indicated a moment ago you 

don't know what they've done; is that not correct? 

A. But I think -- and to be responsive, your 

point is, do I really see any advantage to having them 

out of this? And the answer is not to get that 

advantage have they been effective before or have we 

done anything before, the question is, is it an 

ARIZONA REPORTING SERVICE, INC. ( 6 0 2 )  274-9944 
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they've done before but on how powerful they are.'' 
4 -  - -  

Q. How does it benefit the residential 

ratepayers if those appeals continue for perhaps 

several years whether or not A P S  becomes active or 

more active? 

A. Because my limited understanding of the court 

system says that to the extent that you have high! 

quality counsel, high quality resources, that you do, 

better in cases than if you don't. And havinq APS, 

against us in something like this or against the+ 

Commission in somethinq like this is worse than not 

J 

having them in it. I didn't say it would be an;. 

incredible difference, but I think if you got to the. 

point where you had fewer resources in this case that., 

the people could do better in this case.? 

I mean, APS I think is a very effective 
r 

combatant in the arenas in which they fight. I think 

they have a lot of resources. I think they can do 

very well. I think there is benefit from eliminatin3 

their participation in these various appeals. I think 

that's almost tautological. 

c 

. 

Q. Do you know whether or not any of the other 

plaintiffs that have been mentioned, for example, 

Arizona Electric Power Cooperativ we 

distribution members who are plaintiffs in these 

ARIZONA REPORTING SERVICE, INC. (602)  274-9944 
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actions, are represented by Phoenix law firms who are 

among what are regarded to be the top ten? 

A. I have no idea who's representing the co-op. 

Q. So you don't really know the relative impact 

of APS' role in this litigation vis-a-vis the other 

attorneys of record representing the other plaintiffs, 

do you? 

A. No, I don't know how powerful the co-ops are, 

I don't know how.good their case is. I do, however-) 

believe that APS counsel is very bright, and that. 

having them as part of this, if I can have them agree, 

to remove themselves from this, it's a benefit to. 
-. 

residential consumers. 

MR. WHEELER: Could I have that read back? 

HEARING OFFICER RUDIBAUGH: He wasn't talking 

about you, the other counsel. 

THE WITNESS: The in-house counsel of APS is 

very bright. 

Q. (.BY MR. ROBERTSON) Mr. Patterson, that 

benefit's a matter of degree, however, is it not? 

A. bsolutely. 

Q. Now, going from that matter of degree 

premise, is it not correct that under the settlement 

* 
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benefits and certain obligations upon the signatory! 

parties, as well as certain obligations upon the part 

of the Commission without one iota of assurance that, 

in fact, - the pendinq copsol i-d appeals of its ' 

competition orders will be dismissed at any point in,. 

time or conc1& d in the near future?. 

. 
* 

A. Again, referring to the Tucson Electric 

consolidated on the left? 

Q. Yes. 

A. Yeah, I would say that's true.! 

Q. Let me have you turn to -- actually, you 
- 

don't need to turn. We can stay on Page 1. 

13 A. I'm on page 7 still of my testimony. 

i,, 1,. 14 MR. ROBERTSON: May I have just a moment, 
4 

15 Your Honor? 

16 HEARING OFFICER RUDIBAUGH: I'll note you've 

17 already gone beyond your limit, but I'm sure you're 

18 getting close. 

19 MR. ROBERTSON: I'll conclude my cross at 

2 0  this point. 

21 UDIBAUGH: Let's g 

22 Commonwealth. 

MS. LAWNER: No. 

ARIZONA REPORTING SERVICE, INC. (602) 274-9944 
Realtime Specialists Phoenix, AZ 



I -  

_ -  

SUNSET FACTORS 

I In accordance with A.R.S. 541-2954, the Legislature should consider the following 12 factors 
in determining whether the Residential Utility Consumer Office (RUCO) should be contin- 
ued or terminated. 

’ 

I .  The objective and purpose in establishing RUCO. 

The Legislature established RUCO in 1983 to represent the interests of residential 
utility consumers of regulated utilities in proceedings before the Arizona Corpora- 
tion Commission. Prior to RUCOs existence, the Corporation Comrnission’s Utilities 
Division staff was responsible for considering residential consumers‘ needs when 
making recommendations to the Commission. However, because Commission staff 
were also charged with making recommendations that considered a broad base of 
interests, including shareholder and company as well as commercial and industrial 
customers, they could not exclusively represent the interests of residential consum- 
ers. 

to the act establishing RUCO, the agency is intended to represent the in- 

to the Commission, and formulate and present recommendations to the 
terests of residential consumers, critically analyzp Drop osals made bv D ublic s e m i 3  

ommission. As such, RUCO is authorized to prepare and present briefs, arguments, 
and proposed rates or orders, and to intervene or appear on behalf of residential 
utility consumers before hearing officers and the Commission. 

2. The effectiveness with which RUCO has met i t s  objective and purpose and the 
efficiency with which the agency has operated. 

RUCO has generally met its objectives and purpose by intervening in matters in- 
volving residential utility consumers before the corporation Commission. In addi- 
tion, RUCO has actively participated in various fonuns to represent residential con- 
~ u m e r s  in electric restructuring matters. However, the audit found that RUCO could 
more effectively meet its objectives by: 

Undertaking additional activities, such as developing a comprehemive strategic 

Attachment No. 8 - pages 15 through 18). 
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