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Enclosed are the original and ten copies of the Exceptions
of the Department of Defense to the Proposed Order in the matter
referenced above.

If you have any gquestions,
at (650) 244-2100.

please feel free to contact me

Yours truly,
Qurperation Commissioh

*#DOCKETED Nomanfourde—
MAY 2°9 1998

NORMAN J. FURUTA
Associliate Counsel
(Regulatory Law)

Engineering Field Activity West

Naval Facilities Engineering
Command

900 Commodore Drive, Bldg. 107
San Bruno, CA 94066-5006
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Competition of Electric Services Throughout the State of Arizona
(Electric Competition)
Docket No. RE-00000C-94-0165

Exceptions of the Department of Defense

Overall, the Department of Defense finds Hearing Officer Rudibaugh’s recommendations
filed in the form of an Opinion and Order in this case to be reasonable, with one major exception:
The 10-year transition period is much too long.

DOD Exception #1: The transition period for collection of stranded costs by the Affected
Utilities should be limited to a period no longer than six years. At page 8, line 12, the Hearing
Officer correctly notes that one of the primary objectives is to: “Accelerate the collection of
stranded costs into as short of a transition period as possible consistent with other objectives[.]”
At page 20, lines 3-4, the proposed Decision states that: “... we believe the Affected Utilities will
have a reasonable opportunity to collect 100 percent of their stranded costs over a relatively short
transition period ...” (Emphasis supplied.) Ten years is not a relatively short transition period.

At page 9, line 12-13, the Hearing Officer also recognized that: “Generally, most of the parties
recommended a transition period somewhere between three to six years.” The maximum period
allowed for collection of stranded costs, therefore, should be six years. The time limit for the
collection of stranded costs by the Affected Utilities provided for under each of the three Options
listed on pages 11-13 should be limited to a maximum of six years. The specific language for
each of the three Options should be revised accordingly to replace the ten year collection period
with a six year period.

DOD therefore recommends the following revisions to the Proposed Order:
Option 1, Footnote 5 on page 12 should read:

Including the initial five year period, any rate of return will be phased out after a total of
ten six years.

Option 2, sentence starting at page 12, line 19 should read:

We will permit the Affected Utility to collect 100 percent of the stranded costs on an
equal basis over a tes six year period.

Option 3, page 12, line 24 through page 13, line 3, should read:

The third option would be to maintain financial viability of the Affected Utility for a
maximum period of ten six years. This would require sufficient revenues to meet
minimum financial ratios. At the end of tes six years, there would be no remaining
stranded costs. All customers would have to pay their share either through the standard

offer or CTC charges.



Other Comments

DOD recommends that two other clarifications be made to the Proposed Order:

DOD Exception #2: At page 15, line 20, it appears that the sentence should read as follows:
Accordingly, we do not find it necessary to change Rule 1607(G).

DOD Exception #3: Finding of fact #21, on page 22, should be revised as follows:
21. Securitization is a financing method that can be utilized to spread stranded costs over

a longer period, at a cost of capital that may be lower than the Affected Utility’s present
cost of capital, and thus minimize the annual impact.

Respectfully submitted,

Nowmnfandy—

Dated: May 29, 1998 NORMAN J. FURUTA
Associate Counsel
(Regulatory Law)
Engineering Field Activity West
Naval Facilities Engineering Command
900 Commodore Drive, Bldg. 107
San Bruno, CA 94066-5006

TEL: (650) 244-2100
FAX: (650)244-2140

Counsel for the
SECRETARY OF THE NAVY
on behalf of the
DEPARTMENT OF DEFENSE

Exceptions of the Department of Defense page 2



BEFORE THE ARIZONA CORPORATION COMMISSION

JIM IRVIN

COMMISSIONER-CHAIRMAN

RENZ D. JENNINGS
COMMISSIONER

CARL J. KUNASEK
COMMISSIONER

In the Matter of the Competition in the
Provision of Electric Services Throughout

the State of Arizona

CERTIFICATE OF SERVICE

Docket No. RE-00000C-94-0165

I hereby certify that I have this day served the foregoing Exceptions of the Department of
Defense on all parties of record in this proceeding by mailing a copy thereof, properly addressed
with first class postage prepaid to:

Barbara Klemstine

ARIZONA PUBLIC SERVICE CO.
Law Department, Station 9909

P. O. Box 53999

Phoenix, AZ 85072-3999

Walter W. Meek

Arizona Utility Investors Association

2100 N Central Avenue, Suite 210
Phoenix, AZ 85004

David C. Kennedy

Law Offices of David C. Kennedy
100 W Clarendon AV, STE 200
Phoenix, AZ 85012-3525

Barbara S. Bush

Coalition for Responsible Energy
Education

315 West Riviera DR

Tempe, AZ 85252

Steve Brittle

Don’t Waste Arizona, Inc.
6205 S 12th Street
Phoenix, AZ 85040

Greg Patterson

RUCO

2828 N Central Avenue, Suite 1200
Phoenix, AZ 85004

Rick Gilliam

Land and Water Fund of the Rockies
2260 Baseline Road, Suite 200
Boulder, CO 80302

Norman J. Furuta

Department of the Navy

900 Commodore DR, Building 107
San Bruno, CA 94066-5006

Sam DeFrawi

Rate Intervention

Building 212, 4th Floor

901 M Street SE

Washington, D.C. 20374-5018

Karen Glennon
19037 N 44th Avenue
Glendale, AZ 85308

Michael A. Curtis
Martinez & Curtis, P.C.
2712 North 7th Street
Phoenix, AZ 85006

Charles R. Huggins
Arizona State AFL-CIO
110 N 5th Avenue

P. O. Box 13488
Phoenix, AZ 85002

Thomas C. Horne/Michael S. Dulberg
Horne, Kaplan & Bistrow, P.C.

40 N Central AV, STE 2800

Phoenix, AZ 85004

Rick Lavis

Arizona Cotton Growers Association
4139 E Broadway Road

Phoenix, AZ 85040

AJO Improvement Company
P.O. Drawer 9
Ajo, AZ 85321
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Dan Neidlinger
3020 N 17th Drive
Phoenix, AZ 85015

Clifford Cauthen

Graham County Electric Co-op
PO Drawer B

Pima, AZ 85543

Wayne Retzlaff

Navopache Electric Co-op, Inc.
PO Box 308

Lakeside, AZ 85929

Jack Shilling

Duncan Valley Electric Cooperative
PO Box 440

Duncun, AZ_ 85534

Steve Montgomery
Johnson Controls
2032 W 4th ST
Tempe, AZ 85281

Ken Saline

K.R. Saline & Associates
PO Box 30279

Mesa, AZ 85275

Sheryl Johnson

Texas-New Mexico Power Co.
4100 International Plaza

Fort Worth, TX 76109

Andrew Gregorich
BHP Copper

‘ PO Box M

i San Manuel, AZ

William Baker
Electrical District No. 6
PO Box 16450
Phoenix, AZ 85011

Robert Julian

PPG

1500 Merrell LN
Belgrade, MT 59714

Jessica Youle

PAB300

Salt River Project

PO Box 52025

Phoenix, AZ 85072-2025

Marv Athey

Trico Electric Cooperative
PO Box 35970

Tucson, AZ 85740

Craig Marks

Citizens Utilities Company
2901 N Central AV, STE 1660
Phoenix, AZ 85012

Nancy Russell

Arizona Association of Industries
2025 N 3rd ST, STE 175
Phoenix, AZ 85004

Terry Ross

Center for Energy and Economic
Development

7853 E Arapahoe CT, STE 2600
Englewood, CO 80112

Louis A. Stahl
Streich Lang

2 N Central AV
Phoenix, AZ 85004

Ellen Corkhill
AARP

5606 N 17th ST
Phoenix, AZ 85016

Larry McGraw
USDA-RUS

6266 Weeping Willow
Rio Rancho, NM 87124

John Jay List, General Counsel
National Rural Utilities Cooperative
Finance Corp.

2201 Cooperative WY

Herndon, VA 21071

C. Webb Crockett

Fennemore Craig

3003 N Central AV, STE 2600
Phoenix, AZ 85012-2913

Patricia Cooper

AEPCO

PO Box 670

Benson, AZ 85602-0670

Joe Eichelberger

Magma Cooper Company
PO Box 37

Superior, AZ 85273

Steve Kean

Enron

PO Box 1188

Houston, TX 77251-1188

Barry Huddleston

Destec Energy

PO Box 4411

Houston, TX 77210-4411

Michelle Ahlmer

Arizona Retailers Association
137 E University DR

Mesa, AZ 85201-5995

Douglas Mitchell

San Diego Gas & Electric Co.
PO Box 1831

San Diego, CA 92112

Phyllis Rowe

Arizona Consumers Council
PO Box 1288

Phoenix, AZ 85001

Jim Driscoll

Arizona Citizen Action
2430 S Mill, STE 237
Tempe, AZ 85282

Wallace Tillman, Chief Counsel

National Rural Electric Cooperative Assn.
4301 Wilson Blvd.

Arlington, VA 22203-1860

Robert S. Lynch
340 E Palm Lane STE 140
Phoenix, AZ 85004-4529
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‘Douglas’ A. Oglesby

Vantus Energy Corporation
353 Sacramento ST, STE 1900
San Francisco, CA 94111

Carl Robert Aron, Exec. VP and COO
Itron, Inc.

2818 N Sullivan RD

Spokane, WA 99216

Paul Bullis, Chief Counsel

Legal Division

Arizona Corporation Commission
1200 W Washington ST

Phoenix, AZ 85007

Jerry L. Rudibaugh

Chief Hearing Officer

Arizona Corporation Commission
1200 W Washington ST

Phoenix, AZ 85007

Lawrence V. Robertson, Jr.
Munger Chadwick PL.C
333 N Wilmot, STE 300
Tucson, AZ 85711-2634

Michael Grant
Gallagher & Kennedy
2600 N Central AV
Phoenix, AZ 85004

Steve Wheeler/Thomas M. Mumaw
Snell & Wilmer

One Arizona Center

400 E Van Buren ST

Phoenix, AZ 85004-0001

Jeff Woner

K. R. Saline & Associates
160 N Pasadena

Mesa, AZ 85201

Carl Dabelstein
2211 E Edna AV
Phoenix, AZ 85022

William J. Murphy
200 W Washington ST, STE 1400
Phoenix, AZ 85003-1611

Michael Block

Goldwater Institute

Bank One Center

201 North Central, Concourse Level

Phoenix, AZ 85004

John Branch

City of Mesa Electric Utility
PO Box 1466

Mesa, AZ 85211-1466

Morris H. Wolff, Director Utilities Division
Arizona Corporation Commission

1200 W Washington ST

Phoenix, AZ 85007

Docket Control Division
Arizona Corporation Commission
1200 W Washington ST

Phoenix, AZ 85007

Tom Broderick
6900 E Camelback RD #700
Scottsdale, AZ 85251

Suzanne Dallimore
Attorney General’s Office
1275 W Washington ST
Phoenix, AZ 85007

William Sullivan
Martinez & Curtis, PC
2716 N 7th ST
Phoenix, AZ 85006

Douglas Nelson

Douglas C. Nelson PC

7000 N 16th ST, STE 120-307
Phoenix, AZ 85020

Larry K. Udall

Arizona Municipal Power Users’ Assn.
2712 N 7th ST

Phoenix, AZ 85006-1090

Russell E. Jones

33 N Stone AV, STE 2100
P.0O.Box 2268
Tucson, AZ 85702

Stan Barnes

Copper State Consulting Group
100 W Washington ST, STE 1415
Phoenix, AZ 85003

Vincent Hunt

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

Tucson, AZ 85714-0000

Berry, Hetzer, Stickley & Schutzman
Court Reporters

2627 N Third ST, STE 3

Phoenix, AZ 85004-1103

Douglas Nelson

Douglas C Nelson PC

7000 N 16th ST, STE 120-307
Phoenix, AZ 85020

Albert Sterman

Arizona Consumers Council
2849 E 8th ST

Tucson, AZ 85716

Lex Smith/Michael Patten
Brown & Bain PC

2901 N Central AV
Phoenix, AZ 85001-0400

Elizabeth S. Firkins
IBEW, LU #1116

750 S Tucson Blvd.
Tucson, AZ 85716-5698

Tom Broderick
6900 E Camelback RD #700
Scottsdale, AZ 85251

Roderick G. McDougall

City Attorney

Attn: Jesse Sears, Asst. Chief Counsel
200 W Washington ST, STE 1300
Phoenix, AZ 85003-1611

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




Columbus Electric Cooperative, Inc.
P.O. Box 631
Deming, NM 88031

Garkane Power Association, Inc.
PO Box 790
Richfield, UT 84701

Stephen Ahearn

Arizona Dept. of Commerce Energy Office
3800 N Central AV, 12th Floor

Phoenix, AZ 85012

Bradley Carroll

Tucson Electric Power Co.
PO Box 711

Tucson, AZ 85702

Wallace Kolberg

Southwest Gas Corp.

PO Box 98510

Las Vegas, NV 89193-8510

Myron L. Scott
1628 E Southern AV, No. 9-328
Tempe, AZ 85282-2179

Terry Ross

Center for Energy & Economic
Development

P. O. Box 288

Franktown, CO 80116

Bradford A. Borman
PacifiCorp

One Utah Center, STE 800
201 S Main ST

Salt Lake City, UT 84140

Dated at San Bruno, California, this 29" day of May 1998.

Continental Divide Electric Cooperative
PO Box 1087
Grants, NM 87020

Mohave Electric Cooperative, Inc.
PO Box 1045
Bullhead City, AZ 86430

Betty Pruitt

Arizona Community Action Association
202 E MCDOWELL RD STE 255
Phoenix, AZ 85004-4535

Creden Huber

Sulpher Springs Valley Electric
Cooperative

PO Box 820

Willcox, AZ 85644

A.B. Baardson
Nordic Power
4281 N Summerset
Tucson, AZ 85715

Andrew Bettwy, Debra Joluc Walley
Southwest Gas Corporation

5241 Spring Mountain RD

Las Vegas, NV 89102

Peter Glaser

Doherty Rumble & Butler PA

1401 New York AV, NW, STE 1100
Washington, DC 20005

Dixie Escalante Rural Electric Association
CR Box 95
Beryl, UT 84714

Morenci Water and Electric Company
PO Box 68
Morenci, AZ 85540

Choi Lee

Phelps Dodge Corp.

2600 N Central AV
Phoenix, AZ 85004-3014

Mick McElrath

Cyprus Climax Metals Co.
PO Box 22015

Tempe, AZ 85285-2015

Michael Rowley

¢/o Calpine Power Services
50 W San Fernando, STE 550
San Jose, CA 95113

Barbara R. Goldberg
Office of the City Attorney
3939 Civic Center Blvd.
Scottsdale, AZ 85251

Thomas Pickrell

Arizona School Board Association
2100 N Central AV

Phoenix, AZ 85004
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