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TO ALL PARTIES: -".- .. . I ~ 

Enclosed please find the recommendation of Hearing Oficer Teena Wolfe. The 
recommendation has k n  filed in &e form of an Opinion and Order on: 

SIERRA SOUTHWEST ELECTRIC POWER COOPERATIVE SERVICE, PJC. 
(CC&N ELECTRIC) 

Pursuant to .4.A.C. R14-3-1 IO@), you may file exceptions to the recommendation of 
the Hearing Officer by ftiing an original and ten (10) copies of the exceptions with the 
Commission's Docket Control at the address listed below by p-m. on or before: 

AUGUST' 20,1999 

The enclosed is an order of the COanmission, but a recommendation of the Hearing 
O&er to the Commissioners. Consideration of this matter has tentatively been scheduled for 
the Commission's Working Session and Open Meeting to be held on: 

AUGUST 24,1999 and AUGUST 25,1999 

For more inlmation, you may contact Docket Control at (602) 542-3477 or the. 
Hearing Division at ((fi2)542-4250. 
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BEFORE THE ARlZONA CORPORATION COMMISSION 

ARL 3. KLWASEK 
CHAlRh4AN 

M EVIN 
C X M M  ISSIQNER 

f I L L W  A. MUM)ELL 
COMMlSSfONER 

rl THE MATTER OF THE APPLICATION Of 
fERRA $otBT*IIWEST ELECTRTC POWER 
WWEMTNE WRVECES, MC. FOR A 
’ERTIFICATE OF CONVENIENCE AND 
ZCESSITY TO PROVIDE COMPETITIVE 
!WALL ELECTRIC SERVlCES AS AN 
XECTREC SERVICE PROVIDER PURSUANT TO 
LA-C. RI4-2-1601 ETSEQ. 

BATE OF HEARRUG: May 27,1999 

’LACE OF HEARING: Phoenix, Arizona 

’RFSDING OFFICER. Teena Wolfe 

DOCKET NO. E-03665A-98-068 1 

DECISION NO. 

OPlNION AND ORDER 

UPPEARAXE$: Mr. Michael M. Grant, GALLAGHER & KENNEDY, on behalf of 
Applicant Sierra southwest Electric Power Cooperative Services, Inc.; 

Mr. Je&ey €3. Guldner, SNELL & WILMER, LLP, on behalf of 
Arizona Public Senrice C ~ m p m y ;  

Mr. Russell Jones, O’CONNOR CAVANAGH MOLLOY JONES, QTI 
behaff of Duncan Valley Electric Cooperative, Sulphur Springs Valley 
Electric Cooperative, he., and Trico Electric Power Cooperative, Inc.; 

Mr. Randall H. Wmer, ROSHKA, HEYMAN & DEWULF, PX. 
behalf of Intervenor NEV Southwest, LLC; 

Mr. Douglas C. Nelson, DOUGLAS C. NELSON, PC, on behalf of 
Intervenors Calpine Power Services and Commonwealth Energy 
Corporation; and 

Ms. Janet F. Wagner, Staff Attorney, Legal Division, on behalf of the 
Utilities Division of the Arizona Corporation Commission. 

BY THE COMMISSION: 

On November 30, 1998. Sierra Southwest Electric Power Cooperative‘ Services, hc. 

(‘SSWEPCO”) filed with the Arizona Corporation Commission (“Commissicn”) an application for z 

Certificate of Convenience and Necessity (“Certificate” or “CC&W) to supply competitive retai 

electric services as an Electric Service Provider (“ESP) pursuant to A.A.C. R14-2-1601 et seq 

 application"). In its Application, SSWEPCO proposed to provide competitive retail efectril 

1 

. . * . I  . e ,  



I 

DOCKET NO. E-03665A-98-068 1 

mice: as a Load-Sewing Entity and as an Aggregator in all areas in !he State of Arizona which the 

‘ m i s s i o n  has designated as open to retail electric competition. 

Qn April 8, 199!), the Commtssion’s Utilities Division Staff (“Staff”) filed its Staff Report in 

IS n\aner, recommmding approval of the Application foifowing a hearing. 

By Procedural Order dated April 12, 1999, ail the Affected Utilities as defined by the Retail 

Ile&c Competition Rules’ were joined as parties in this matter with the opportunity to respond to 

SWEPCO’s Application. and were given notice that if  the Application was granted, their 

lertilkates would be rescinded. altered. or mended pursuant to A.R.S. 440-252. Those parties so 

oh& and noticed include Tucson Electric Power Company, Arizona Public Service Company, 

:itkens Utilities Company, Arizona Electric Power Cooperative, Trico Electric Cooperative, Duncan 

Jdley Electric CoopenLive, Graham County Electric Cooperative, Mohave Electric Cooperative, 

iulphur Springs Vatley Electric Cooperative, Navopache Electric Cooperative, Ajo Improvement 

Zompany, and Morsnci Water and Electric Company, and are referred to collectively herein as 

‘Afkted Utilities.” 

Other parties who requested and were granted intervention in this matter include NEV 

Southwest, L.L.C. (‘YEV‘‘), Cyprus Climax Metals Company (“Cyprus”), ASARCO Incorporated 

:“ASARC’O’’), E N O ~  C q .  C‘Enron’?, Calpine Corporation (“Calpine’“), and Commonwealth Energy 

%poration (“Commonwealth”). 

This matter came before if duty authorized Hearing Oficcr of the Commission at the 

Commission’s offices in Phoenix, Arizona 011 May 27,1999. Applicant and Staff presented evidence 

at the hearing. At the conclusion of the hearing, the matter was taken under advisement pending 

submission of a Recommended Opinion and Order to the Commission. 
9 * * * * * * * * * 

Having considered the entire record herein and being hlly advised in the premises, the 

Commission finds, concludes, and orders that: 

’ A.A.C. R14-2-1601 et seq., which were stayed on the date the April 12, 1999 Procedural Order was issued. Decision 
No. 61 31 I (January I 1,1999) stayed the effectiveness of the Retail Elecaric CompeQtion Rules. Pursuant to Decision No 
61534 {April 23, 1999). Staff has forwarded new Proposed Retail Electric Competition Rules (‘‘Proposed Rules”) to thtl 
M i e  of the Stcrcrtary of State for Notice of Propod Rulemaking. Sections 1601 of both the stayed Rules and tlx 

Rubs define the same entities as “Affited Utilities.” 



FINDINGS OF FACT 

1 .  On htn mbrr  30. 1998, SSWEPCO filed its Application requesting certification as ar 

SP \vi& authority to provide competitive retail eleclnc services as a I.oad-Scning Entity and as an 

ggwgator in 311 areas in the State of Arizona which the C’ommission has designated a s  c pen to retail 

lectnc competition. 

-. 7 SSWEPCO is an Arizona non-profit electric cooperative fbrmcti pursuant to A.K.S. 4 

0-21 2 i on October 7, 199s as part of Arizona Electric Power Cooperative’s (“AE.PC’0’s”) planned 

:stmctiiriny to accommodate the advent of retail electric competition in  Arizona. 

3. On Kovember 30, 1998, SSWEPCO filed with the Commission a hotice of Filing 

tating that SSWEPCO provided notice of its Application pursuant to stayed A.A.C. R i4-2-1603tE) 

D Afkted  Utilities, Utility Distrib.ution Companies, and electric utilities not subject to the 

urisdiction of the Arizona Corporation Commission in whose temtory SSWEPCO wishes to offer 

enice. 

1. On April 9. i999. the Comrnision’s Utilities Division Staff (“Staff’) filed its Staff 

tcpon iri this matter, recommending that SSWEPCO be granted a CC&N as an Electric Service 

’rovider with auth0ri.y to provide competitive retail electric services as a Load-Serving Entity and 

4ggegatt lr. 

5 .  By Prwxiural Order dated April 12. 1999, the Affected Utilities were joined as parties 

n chis matter with the I pponunity to respond to SSWEPCO’s Application, and were given notice that 

f the Application was granted. their CC&Ns would be rescinded, altered, or amended pursuant to 

4.R.S. $40-252. 

6. Othcr parties who requested and were granted intervention in &is matter include NEV, 

Zypnis, AS ARCO, Enron. Calpine, and Commonwealth. 

7. On April 23, 1999, SSWEPCO caused notice of the hearing to be published in t h e  

Arizona Daily Star. and on April 26, 1999, SSWEPCO caused notice of the hearing to be pubiishec 

in the Arizona Republic. 

8. On May 27, 1999, a public hearing was held as scheduled, at which Mr. Dirk C 

Minson for Applicant imd Mr. Lynn J. Garrett for Staff presented evidence. 
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9. T”kre Application pmposed a maximum tatiff rate of 525 per kilowatt hour for eiectric 

mgy and aggregation- 

10. SWEPCQ does not seek Certification at this time as it Meter Service Provider or 

ieter R&ng Service Provider, but requests Commission authorization to resell those semices to its 

lstomas. 

11. Staffs reoommendation at the haring was that approval of the Application be made 

kbject. to the fbllowing conditions: 

Until the Commission-approved stay of the Retail Eiectric Competition 
Rules is lifted SSWEPCO shall not provide comwtitive retail electric 
Services in the service itreas of Affected Utilities under Commission 
jurisltrction; but SSWEPCO shall be eli@ble to provide competitive retail 
etec=tric: senrices in areas opened to competition by enacted House Bill 
2663; 

SSWEPCO shall not be efigible to provide Co‘mpetitive Service in the 
certificated area of an Affected Utility until the Commission has reached a 
final resolution in that Affected Utility’s respective Stranded Cost filing; 

SSWEPCO shall have a Service Acquisition Agreement, approved by the 
Ditectar, Utilities Division, with the Utility Distribution Company in each 
service area in which it wishes to provide service prior to pmviditig 
service within th;a service m a ;  

SSWEPCO shall either have a service agreement with a Scheduling 
Cocwdimtur certified by the Arizona Independent System Administrator or 
kmie  certified by the Arizona Independent System Administrator as its 
rwn Scheduling Coordinator prior to the provision of service; 

SSWEPCQ shall acquire all necessary licenses prior to actually providing 
service; and 

SSWEPCO shall develap a consumer information product label consistent 
with the Disclosure of Information rule approved by the Commission. 

12. Staff also recommended that prior to providing any competitive residential electrir 

-e, SSWPCO should fife a tariff for that service for Commission approval. 

13. Staff h momended that prior to providing any bitling and collection swvice h 

m i c e  areas regulated by the Commission, SSwlEpcO should file a tariff setting forth a maximur 

pice for bWng and collection Senrice. 
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14. On Nay 11, 1999, SSWEPCO filed a tariff in conformance with Staffs 

xomrnendations in Findings of Fact Nos. 12 and 13 above. 

15. SSWEPCO’s tariff is acceptable and presented in a format consistent with competitive 

uiffs previous’ly approved by the Commission. 

16. AEPCO’s testimony outlined its plans to restructure into three separate cooperative 

orporarions as folfows: AEPCO, which will continue to own generation assets and to supply the 

tower needs of its member distribution cooperatives in addition to niaking other electricity sales at 

vhoiesale; Southwest Transmission, which will own and operate the transmission system currently 

wried by AEPCO; and SSWEPCO, which will operate its an ESP providing electricity and other 

:ompetitive services to customers eligible for direct access. AEPCO indicated its intent to close the 

whucturing process by September 30,1999. 

17. 

%posed Rules. 

18. 

As a result of the restructuring, SSWEPCO will be subject to Section 1616 of the 

The Application states that SSWEPCO ‘”will, through joint marketing plans, assist 

QEPCO’s Class A member distribution cooperatives in competitive efforts inside their service 

teKitoxies.” 

19. In the Staff Report, Staff indicated that it had not concluded its review of AEPCO’s 

planned business restructuring plan and SSWEPCO’s proposed “joint marketing plansfactivities” 

with its member distr;ibution cooperatives as outlined in the Application. but that Staff would 

conclude such a review prior to the hearing. 

20. At the hearing, however, Mr. Garrett testified that in light of the Proposed Rules’ 

replacement of the former affiliate transaction provisions with the new Code of Conduct provision, 

Staff codd make no recommendations regarding SSWEPCO’s relationships or intenction with its 

member cooperatives. Mr. Garrett indicated that instead, issues associated with AEPCQ’s proposed 

restructuring would be examined by the Commission in a later proceeding. 

21. In its Staff Report, Staff recommended that SSWEPCO’s potential utilization of a $i 

million guaranteed line of credit from AEPCO 3s indicated in the Application should be limited tc 

payment requirements for operating expenses only. 

5 DECISION NO. 



22. At &e hearing, SSWEPCO's witness stated that it had elected not to pursue the 

E O  credit gumltees that Staff addressed in its recommendation in Findings of Fact No. 21 

bove. 

23. SSWEPCO indicated in its testimony that AEPCO and Southwest Transmission will 

@vide the initid capitalization of SSWEPCO and its necessary working capital, currently estimated 

S4 million, and that SSWEPCO is also in the process of establishing an operating line of credit 

ith &he Ntttionai Rural Utilities Cooperative Finance Corporation. 

2-1. SSWEPCO intends to enter into an agreement with AEPCO for AEPCO to act as 

SWEPCO's Scheduling Coordinator. 

25. SSWEPCO's planned employment of much of the AEPCO staff in its p i m d  

stmchning will provide SSWEPCO with extensive experience in retaiI sales, and retail marketing. 

26. Staff stated that based on SSWEPCO's association with AEPCO. and on the technical 

nd finaxid support SSWEPCO has h r n  AEPCO, StdY believes that SSWEPCO meets the 

quimmts to receive a CC&N. 

27. Upon completion of the AEPCO restructuring, with the projected capitalization of 

,SWEPCO by AEPCO and Southwest Transmission, and with the estabIishmmt of an adequate line 

If crediir wtth the National Rural Utilities Cooperative Finance Corporation, SSWEPCO will posses: 

he requisite technical and financial capability to provide competitive ESP services as a Load-Serving 

inti@ and as an Aggregator within the State of Arizona. 

28. A detenriination of the adequacy of SSWEPCO's financral capability to incur the cost: 

tssociated with market entry will require the filing of documentation thereof with the Director of &I 

Jtilities Division for analysis. 

CONCLUSIONS OF LAW 

1. SSWEPCO is a public service corporation within the meaning of Article XV of th 

Arizona Constitution. 

2. The Commission has jurisdiction over SSWEPCO and the subject matter of tt. 

Apptication. 

3. Notice of the hearing was given in accordance with law. 

6 DECISION NO. 
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4. The Arizona Legislature's enactment of Mouse Bill 2663 and the Commission's 

suanet: of Decision Nos. 59943,60977,51017, and 61634 have made it clear that competition in the 

ovision of retail electric services is the public policy of Anzona. 

5 .  SSWEPCO should receive a CC&N as an ESP authorized to provide services as a 

oad-Sewing Entity and as an Aggregator. 

6. SSWEPCO's CC&N should be subject to the conditions recommended by Staff in 

indings of Fact No. 1 1 above. 

?. SSWEPCO should be authorized to resell Meter Service and Meter Reading Service to 

s cusiromers. 

8. Prior to providing Competitive Services, SSWEPCO should file documents to be 

pproved by the 'UtiIities Division Director that clarify the extent of the financial commitment 

SWEFCO has received from AEPCO and Southwest Transmission, and the availability and amount 

rf the anticipated operating line of credit SSWEPCO is in the process of establishing with the 

Jational R d  Utilities Cooperative Finance Corporation. 

9 Rates and terms and conditions of service adopted herein are fair, rtasonable and 

:unsistent with the Pnqmsd Rules and with the underlying policies of the Arizona Constitution. 

IO The AtTected Utilities received notice of the possibility of rescission, alteration 0 1  

amendment of their existing C C B s  should SSWEPCO receive a CC&N to supply competitive 

m i c a  ils; an ESP witftin the service territories of the Affected Utilities. 

11. The At'lected Utilities had an opportunity to be heard on the possibility of rescission, 

alteration or amendment of their existing CC&Ns. 

12. Issuance of a CG&N requires the Certificate holder to make an adequate investmenr 

md to render competent and adequate service. 

13. There was no evidence presented in this proceeding indicating that any of the Affect# 

Utilities had failed to render adequate service OY had charged unreasonable rates. 

14. Granting SSWEPCOs Application for a CC&N to supply Competitive Services as a 

Electric Service Provider within the service tenitories of the Af'fwted Utilities is in the publi 

interest, because it will provide a reasonable opportunity for the potential benefits of competition t 

7 DECiSlON NO. 
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velop in the State of Arizuna. 

i j .  The affiliate issues associated with SSWEPCO's pf~nned "joint marketing plans" with 

EPCQ's member distribution cooperatives should be examined by the Commission in a future 

weeding on AEPCOs Code of Conduct. 

16. It IS not in the public interest to rescind, alter or amend the CC&N o f  any Af'fected 

tility prior to final resolution of the Stranded Cost issues for that Affected Utility. 

ORDER 

IT IS THEREFORE ORDERED that the application of Sierra Southwest Electric Power 

'ooperative Services, Inc. for an Electric Service Provider Certificate of Convenience and Necessity 

i b b y  granted, and that Sierra Southwest Electric Power Cooperative Senrices, Inc. i s  thereby 

uthorized to supply cmpetitive retail electric services as a Load-Serving Entity and as an 

rggregator in all areas of the State of Arizona which are opened to retail electric competition, subject 

3 the conditions reccmmended by Staff in Findings of Fact No. 11 above. 

IT IS FURTHER ORDERED that prior to providing Competitive Services, Sierra Southwest 

SlecUric Power Cooperative Services, Inc. shall file documents to be approved by the Utilities 

Msion Director that clarify the extent of the financial commitment Sierra Southwest Electric Power 

~Csageratiue Services, Inc. has received h m  Arizona Electric Power Cooperative, and the 

milability and amount of the anticipated operating line of credit Sierra Southwest Electric Power 

Soopedve Services, Inc. is in the process of estabIishing with the National R u d  Utilities 

hpemtjve Finance Corporation. 

IT IS FfPRTHER ORDERED that Sierra Southwest Electric Power Coopemtive Services, Znc 

s h e d y  authorized to resell Meter Service and Meter Reading Service to its customers. 

. -  

I . .  

, . .  

* .  

. . .  

. . .  
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1T FVRTHER ORDERED that the separation issues associated wlth any joint marketing 

ins Siem Southwest Elecmc Power Cooperative Services, Inc. antxipates having with Arizona 

k m c  Power Cooperawe's member disvibutlon cooperatives shall be examined in the course of 

te Cornmistun's proceeding on Arizona Electric Power Cooperative's Code of Conduct. 

IT tS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

iB&EiN COMMISSIONER COMMlSSIONER 

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executivc 
Secretary of the Arizona Corporation Commission, haw 
hereunto set my hand and caused the official seal of thc 
Commission to be affixed at the Capitol, in the City of Phoenix this day of ,1999. 

BRIAN C. McNElL 
EXECUTiVE SECRETARY 

SSENT . .___ 
W: 
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ERVlCE LIST FOR: SIERRA SOUTHWEST ELECTRIC POWER 
COOPERATIVE SERVICES, INC. 
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ff ichael M. Grant 
jALWGHER & KENNEDY 
1600 !SOT& Central Averme: 
'hen ix ,  Arizona 8500$-3020 
itt~megrs for Sierra Southwest Electric Power Services, lac.; 
Arizona Electric Power Cooperative; 
iraham County Electric Cooperative; and 
luntan Valley Electric Cooperative 

kcia Cooper, Corporate Counsel 
EPCO!SSWEPCO 
Loo South Highway 80 
~ra,Arizona 35502 

miley S. Carroll 
wascl, Regulatory Affairs 
UCSON €XFCTRIC POWER COMPANY 

10 w. sixth stmeet 
0. Box 711 
WSOK A S i m  85702-07 1 1 

kvm M. Wheeler 
b ; S s  L. Mmaw 
mu& W E M m  LLP 
he Arizona Center 
LEoenix, AtImn;t 85Ori4-OOO1 
tttmwys for Arizona ISbfic Stmice Company 

W W  - DB203 

lsnbran Klemstine 
W O N A  PtIBLIC SERVICE COMPANY 
aw Depstrnmt, Statior I 9909 
'-0. &ox 53- 
Itroetrix, Mzona 85072 -39'99 

kaig Matks 
:ITIZENS UTILITIES COMPANY 
901 Nmh Central Avenue, Suite 1660 
'hoenix, Ari~ona 85012-2736 

lussell E. Jones 
~'CON'NOR CAVANAGH MOLLOY JOMES 
I3 North Stme Avenue, Suite 2 100 
l . 0 .  Elax 2268 
~ucstm, Ariz~nii 85702-2268 
4ttomeys for Trico Electric Cooperative, Inc. 
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Erectar, Utilities Division 
.!ZONA CORPORATION COMMfSSION 
K) West Washingion Street 
h X ,  h 2 D R a  85007 
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