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f the Retail. Electric Competitio 

member-awncrs have klly pwticipated in the 
Commission's efforts to introduce electtic generation competition in Arizona F r ~ m  the incepsion, 

restructure to be able 

Cooperative, Inc.; (ii) creating Sierra Southwest Cooperative Services, Inc;. (CSP), moth 
cooperative, to provide employees, administrative and support services to the Cienco (AEPCO) an 
the Trawo, to engage in off-system wholesale power sales, and as a certificated Electric Service 
Provider (ESP), to sell energy in the competitive reiail electric market (eithcr jointly with a 
distribution cooperative in its service area or individually as an ESP in other areas of Arizona), while 
(iii) leaving AEPCO a wholesale generator, selling energy at retail only though its agent. CSP. 
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mPC0 and its members are $eveloping contracts that would implement its res-. We have 
k e d  consultants, lawyers, appraisers, &IS advisors, engineers and others who have been assistiw 
us in &e process. We have notified and have been meeting with OLU lenders and mortgage holders 

draft form and potential new di 

In a key p a  ofthis efforr, 
wbich, as part of H.B. 2663, amended the cooperatives' enabling statutes, Articles 2 and 4 of Title 
10, A.R.S. to facilitate our m&anplatedrestructuring- Additionally, we have joined with 450 other 
cooperatives nationwide in an effort to build brand loyalty through Touchstone Energy, adverticihg 

Arizona mwkt in contemplation of retail sales. 

g& their approval. n c  orporation and initial Bylaws of each corporaion are in 
to begin familiarization training this month. 

sought assistance from the Arizona Legislature 

relationships with members, negqtiating amendments 
tbm &e basis ofthe ~deuriPy €or the om-quaxter 

Service (RUS), a federal agexs 
people and economies through rural electric cooperatives. Indeed RUS has been parr of these effbrts 
at every step, suggesting, counseling and assisting. Once our restructuring efforts are complete, the 
entire matter will be submitted for ACC approval. 

the R d  Electrification Act to assi 

, competitively priced power; 
se lost IO competition; and 

aratioils are established or 

ix hour drives to Phoenix, 
reminded you that the 
lesale power contracts 

its members are the financial backbone of tbe electric cooperative 

I 
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between AEPCO 

for electricity pro\rided undar those contracts must be sufficient to cuver costs. We have filed every 
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As directors elected by ow consumer-omrs, we have &e our restsucturing decisions believing 
that the Rules adopted in Dewmber, 1996, while a "hmcwork", could be relied upon by the us, as 
Mectsd Utilities, in our business p&g. We believed the ACC did not intend to put us out of 
business -- primarily because to do so would leave the people of rural Arizona completely at the 
mercies of an untested competitive market. 

Yet, the proposed rule amendments would do just that. The Staff bas asserted completely new 
positions, apparently drafted to head off some perceived potentid wrongdoing by investor-owned, 
fblly-integrated utilities. The proposed rules will rip away the fabric we have attempEd to weave 
to enable us to compete. They will destroy tbe only financial security we hiive, and, if adopted by 
the ACC will demolishthe federal system of rural electric cooperatives in Arizona by abrogating the 

es not allow those 

this Commission should 
rests which it applied only 

-801 et seq.) and exclude the 

Rural Electrification Act. 


