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Dear Mr. Smith:

ya

Pursuant to R14-2-1604.B 4., each Affected Utility was to file a residential phase-in
program proposal for Staff approval by September 15, 1998. On October 7, 1998, Morenci
Water & Electric Company (MWE) and Ajo Improvement Company (AIC) filed a letter (Docket
No. RE-00000C-94-0165) explaining why they had not filed their proposed residential phase-in
programs for approval. This letter provides Staff response to the letter filed by MWE and AIC.

Summary of Letter

Because of the small number of customers served by MWE and AIC, the two utilities
have proposed to allow all of their customers to buy energy competitively. The utilities would
prepare a customer education program and develop a plan for Utilities Division approval six
months after unbundled tariffs have been set.

Staff Response

Staff supports the proposal of MWE and AIC that all customers be given the opportunity
to buy energy competitively. However, Staff does not agree that the utilities should be allowed
to wait six months after unbundled tariffs are set to prepare the education program and develop a
plan. MWE and AIC should file their plans as soon as possible so that competition can begin on
January 1, 1999, as scheduled by the Commission. If you have any questions on this matter,
please call Barbara Keene at (602) 542-0853 or me at (602) 542-0745. .

Sincerely,

7 Wi o
Ray T. Williamson

Acting Director
Utilities Division
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