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RESIGENTIAL UTILITY CONSUPIER OFFICE 

The Of f ice o f  t h e  A u d i t o r  General has conducted a  performance a u d i t  o f  t h e  

Res iden t i a l  U t i l  i ty Consumer O f f i c e  (RUCO) and t h e  Res iden t i a l  U t i 1  i ty 

Consumer Board i n  response t o  a  J u l y  26, 1985, r e s o l u t i o n  o f  t he  J o i n t  

L e g i s l  a t i v e  Overs igh t  Committee. Th is  performance a u d i t  was conducted as 

p a r t  o f  t h e  Sunset Review s e t  f o r t h  i n  Ar i zona  Revised S t a t u t e s  (A.R.S.) 

§§41-2351 through 41 -2379. 

RUCO was e s t a b l i s h e d  i n  1983 by  A.R.S. $40-462 (Senate B i l l  1030, Chapter 

308) t o  r ep resen t  t h e  i n t e r e s t s  o f  r e s i d e n t i a l  u t i l i t y  consumers i n  

r e g u l a t o r y  proceedings i n v o l v i n g  p u b l i c  s e r v i c e  co rpo ra t i ons  be fo re  t he  

Ar izona Co rpo ra t i  on Commission (ACC ). RUCO f r e q u e n t l y  i n t e r venes  i n  

u t i l i t y  cases i n v o l v i n g  telecomlnunications, gas, e l e c t r i c  and wate r  

u t i l i t i e s .  

RUCO Could Improve I t s  E f f ec t i veness  I n  U t i l i t y  Rate Cases (see Daaes 9 
t t i rough 2 7 )  

RUCO cou ld  inc rease  i t s  e f f e c t i v e n e s s  i n  u t i l i t y  cases. RUCO serves an 

impo r tan t  f u n c t i o n  and has been c l e a r l y  e f f e c t i v e  i n  some cases. 

Commissioners, r ep resen ta t i ves  o f  u  ti 1  i ty companies, Ar izona Corpora t ion  

Commission s t a f f  and o t h e r  i n te r veno rs  have i n d i c a t e d  t h e  need f o r  a  

r e s i d e n t i a l  consumer advocacy agency. RUCO has inc reased  general 

awareness o f  i ssues  t h a t  may a f f e c t  r e s i d e n t i a l  consumers. Because RUCO 

has focused a t t e n t i o n  on such issues,  t he  Commission and i t s  s t a f f  have 

exp lo red  some issues i n  g rea te r  d e t a i l .  I n  a d d i t i o n ,  know1 edgeable 

p a r t i e s  agree t h a t  RUCO p a r t i c i p a t i o n  o r  i n t e r v e n t i o n  i n  severa l  cases 

resu l  t e d  i n  s i g n i f i c a n t  b e n e f i t s  f o r  r e s i d e n t i a l  consumers. 

I n  many of RUCO's cases, however, t h e  O f f i c e  has had l i t t l e  r l o t i ceab le  

impact  b e n e f i t i n g  r e s i d e n t i a l  consumers. Audi t o r  General s t a f f  rev iewed 

opin ior ls  and o rde rs  i ssued  by t h e  Corpora t ion  Comniission t o  measure RUCO's 

case e f f ec t i veness ,  because these c i t e  f a c t o r s  t h a t  a f f e c t e d  t h e  

Commi ss ion  ' s  f i n a l  dec is ion .  We analyzed i n  d e t a i l  30 op in ions  and 



orders,  r ep resen t i ng  a l l  RUCO cases i n  which t h e  Commission i s sued  f i n a l  

o rders  between May 30, 1984, and March 31, 1986, t o  determine RUCO's 

impact  on case outcomes. RUCO had no i d e n t i f i a b l e  e f f e c t  i n  17 o rders  (57 

percen t  o f  a l l  o rders  reviewed).  I n  s i x  (20 percen t ) ,  RUCO had o n l y  

l i m i t e d  e f f e c t  on t h e  outcome o f  t h e  case. RUCO had cons iderab le  e f f e c t  

i n  seven (23 pe rcen t )  o f  t he  orders.  RUCO's impac t  by i n d i v i d u a l  i s sue  

f o r  each case was a l s o  1  im i t ed .  RUCO i n f l u e n c e d  i ssue  outcomes i n  or i ly  

seven o f  55 i s sues  i t  r a i s e d  b e f o r e  t h e  Commission. 

Inadequate case p repa ra t i on  1  i m i  t s  RUCO's impact. I n  many instances,  

inadequate evidence o r  analyses 1 irni t e d  RUCO's a b i l  i ty t o  conv ince t h e  

Commission t o  accept  i t s  p o s i t i o n s .  Because t h e  Commission must base i t s  

dec is ions  on evidence t h a t  i s  presented, i n s u f f i c i e n t  evidence has 

prec luded t h e  Commission from accep t ing  some o f  RUCO's p o s i t i o n s .  

Inadequate case p r e p a r a t i o n  on RUCO's p a r t  has n o t  o n l y  pro longed hear ings  

b u t  has a1 so inc reased  costs .  

To improve case p repara t ion ,  RUCO needs t o  l i m i t  i t s  work load,  p r i o r i t i z e  

i t s  work and per form more o n - s i t e  reviews. RUCO should rev iew and 

p r i o r i t i z e  cases so i t  can d i r e c t  1 i m i t e d  resources t o  the  most impor tan t  

cases. I n  a d d i t i o n ,  RUCO shou ld  be more s e l e c t i v e  about t he  i ssues  i t  

b r i n g s  be fo re  t he  Commission. For lower  p r i o r i t y  cases o r  issues,  RUCO 

should cons ider  l e s s  t ime consuming and l e s s  c o s t l y  ways of  address ing i t s  

concerns. Fur ther ,  RUCO should conuuct more f r e q u e n t  on -s i t e  rev iews t o  

c o l l  e c t  more accura te  and complete i n f o r m a t i o n  more e f f i c i e n t l y .  

RUCO Could I i i~p rove  I t s  Legal W r i t i n g  To Increase Impact (see pages 29 
th roush  35) 

RUCO cou ld  have a  g rea te r  impact on case outcones by s t reng then ing  i t s  

l e g a l  w r i t i n g .  Well w r i t t e n  l e g a l  arguments can have a  p o s i t i v e  impact  on 

case outcomes. Because o f  t he  p o t e r i t i a l  inrpact o f  RUCO's l e g a l  ~ r i t i n g ,  

we h i r e d  two consu l tan ts ,  work ing independent ly  of  one another,  t o  

eva lua te  t he  q u a l i t y  and persuasiveness o f  RUCO's l e g a l  w r i t i n s .  The 

consu l t an t s  rev iewed l e g a l  w r i t i n g  t h a t  RUCO had submi t ted before t h e  

Conlmission and t he  cou r t s .  Our consu l t an t s  found t h a t  RUCO c o u l d  improve 

i t s  w r i t i n g  i n  severa l  areas, i n c l  uding: 1  ) persuasiveness o f  arguments; 



2 )  o rgan i za t i on  and use o f  t r a n s i t i o n s ;  3 )  c i t a t i o n s ,  grammar, t y p i n g  and 

punctuat ion;  and 4 )  c l a r i t y  and conciseness. Because o f  t he  q u a l i t y  o f  

RUCO's b r i e f s ,  RUCO's a b i l i t y  t o  persuade t he  Co~rn iss ion  and c o u r t s  i s  

decreased. 

I n  a d d i t i o n  t o  concerns w i t h  w r i t i n g  and o rgan i za t i on ,  o t h e r  problems were 

no ted  i n  w r i t t e n  documents RUCO submi t ted  t o  t he  cour ts .  I n  a  Super io r  

Ccu r t  case i n  which RUCO chal lenged a Commission dec is ion,  RUCO's b r i e f  

d i d  n o t  e s t a b l i s h  l e g a l  grounds f o r  a c t i o n  no r  f o l l o w  es tab l i shed  r u l e s  o f  

procedure. Consequently, t he  Cour t  dismissed the  case. Fur ther ,  i n  a  

C Special  Ac t i on  case f i l e d  w i t h  t h e  Supreme Court ,  RUCO used weak l e g a l  

arguments, and t he  Cour t  dec l i ned  t o  accept  j u r i s d i c t i o n  o f  RUCO's 

p e t i t i o n .  

To improve t he  qua1 i t y  o f  i t s  l e g a l  .Gork, RUCO should increase t he  

i n t e r n a l  e d i t i n g  o f  documents, anci i n i t i a t e  s t a f f  t r a i n i n g  t o  improve 

s t a f f  w r i t i n g  and l e g a l  s k i 1  1s. Fur ther ,  RUCO should h i r e  a  consu l t an t  t o  

work w i t h  i t s  a t t o rneys  t o  improve t h e i r  w r i t t e n  documents. Moreover, 

RUCO should p l an  o r  mod i fy  i t s  work schedule t o  a l l o w  adequate t ime t o  

prepare documents. 

RUCO's I n v e s t i g a t i o n  O f  Consumer Corripl a i  n t s  I s  I n a p p r o p r i a t e  (see pages 37 
through 41 1 

RUCO shoul d  n o t  i n v e s t i g a t e  consumer compl a i n t s .  RUCO rece ives  and 

i n v e s t i g a t e s  compla in ts  from r e s i d e n t i a l  consumers acjainst  u t i l i t y  

companies. tiowever, accord ing  t o  a  L e g i s l a t i v e  Counci l  menorandun;, RUCG 

does n o t  appear t o  have t h e  a u t h o r i t y  t o  i n v e s t i g a t e  complaints.  A t  t h e  

t ime RUCO was es tab l  ished, t h e  L e g i s l a t u r e  spec i  f i c a l  l y  gave the  a u t h o r i t y  

f o r  compla in t  r eso l  u t i o n  t o  t h e  Ar izona Corpora t ion  Commission. In  

a d d i t i o n ,  t h e  ACC i s  b e t t e r  prepared t o  handle compla in ts  s ince  i t  

prov ides  some t r a i n i n g  f o r  i t s  i n v e s t i g a t o r s .  

RUCO'  s i n v e s t i g a t i o n  of  compl a i n t s  has l e f t  t h e  O f f i c e  w i t h o u t  adequate 

c l e r i c a l  support .  RUCO r e c l a s s i f i e d  i t s  o n l y  s e c r e t a r i a l  p o s i t i o n  t o  a  

consumer s p e c i a l i s t  i n  January 1985. Since t h a t  t ime, the consumer 

s p e c i a l i s t  has had t o  d i v i d e  her  t ime between c l e r i c a l  and compla in t  



func t ions .  As a  r e s u l t ,  c l e r i c a l  tasks  have backlogged, and some c l e r i c a l  

tasks  have f a l l e n  t o  p ro fess iona l  s t a f f .  

RUCO shoul d  d i scon t i nue  hand1 i n g  consumer compl a i n t s ,  and r e f e r  compla in ts  

r e q u i r i n g  r e s o l u t i o n  t o  t h e  ACC. RUCO should a l s o  reques t  

r e c l a s s i f i c a t i o n  o f  t h e  consumer s e r v i c e  spec ia l  i s t  p o s i t i o n  t o  a  p o s i t i o n  

t h a t  r e f l e c t s  t h e  assigned tasks. I n  a d d i t i o n ,  RUCO should e l i m i n a t e  

c l e r i c a l  r e s p o n s i b i l  i t i e s  from t h e  work l o a d  o f  p ro fess iona l  s t a f f ,  and 

reass ign  these  tasks  t o  app rop r i a te  s t a f f .  

RESICENTIAL UTILITY CONSUMER BOARD 

The O f f i c e  o f  t h e  A u d i t o r  General has a l s o  conducted a  l i m i t e d  rev iew o f  

t h e  Res iden t i a l  U t i l i t y  Consumer Board i n  response t o  a  J u l y  26, 1985, 

r e s o l u t i o n  o f  t h e  J o i n t  L e g i s l a t i v e  Oversi  g h t  Commi t t e e .  This r e v i e t . ~  was 

conducted as p a r t  of  t h e  Sunset Review s e t  f o r t h  i n  A.R.S. SS41-2351 

through 41 -2379. An i n t r o d u c t i o n ,  sunset f a c t o r  eval  u a t i o n  and Board 

response i s  i n c l  uded. 

The Board was e s t a b l i s h e d  i n  con junc t i on  w i t h  RUCG i n  1583 by Senate B i l l  

1030, Chapter 308. The Board i s  r e q u i r e d  t o  "adv ise t h e  o f f i c e  on a l l  

ma t t e r s  r e l a t i n g  t o  r a t e  rnaking o r  r a t e  design and i n v o l v i n g  p u b l i c  

s e r v i c e  corpora t ions . "  The Board meets month ly  t o  d iscuss  dec is ions  made 

by  RUCO s t a f f ,  and t o  g i v e  adv ice as t o  f u r t h e r  a c t i o n  needed. Because 

d iscuss ion  o f  a c t i o n s  contemplated and taken by t he  O f f i c e  occur a t  

month ly  meetings, t he  Board i s  a  va luab le  forum f o r  t he  a c q u i s i t i o n  and 

d issemina t ion  o f  t i m e l y  i n f o r m a t i o n  t o  t he  media, p u b l i c  and u t i l i t y  

company rep resen ta t i ves  i n  attendance. Koreover, kUCG1s D i r e c t o r  and 

s t a f f  have i n d i c a t e d  t h a t  i n p u t  gained from the  Board i s  va luab le  i n  

m a i n t a i n i n g  a  c o n s i s t e n t  corfin~uni ty  pe rspec t i ve  on issues f a c i n g  

r e s i d e n t i a l  u t i l  i ty consumers. 
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INTRGDUCTI ON AND BACKGROUND 

The O f f i c e  o f  t h e  A u d i t o r  General has conducted a performance a u d i t  o f  t he  

Res iden t i a l  U t i l i t y  Consumer O f f i c e  (RUCO) i n  response t o  a  J u l y  26, 1985, 

r e s o l u t i o n  o f  t h e  J o i n t  L e g i s l a t i v e  Overs igh t  Committee. Th is  performance 

a u d i t  was conducted as p a r t  o f  t h e  Sunset Review s e t  f o r t h  i n  Ar izona 

Revised S ta tu tes  (A.R.S.) S$41-2351 through 41-2379. 

RUCO was es tab l i shed  i n  1983 by  A.R.S. $40-462 (Senate B i l l  1030, Chapter 

308) t o  r ep resen t  t h e  i n t e r e s t s  o f  r e s i d e n t i a l  u t i l i t y  consumers i n  

r e g u l a t o r y  proceedings i n v o l v i n g  p u b l i c  s e r v i c e  co rpo ra t i ons  be fo re  t h e  

Ar izona Corpora t ion  Commission. A. R. S. 540-464 de f ines  t he  powers and 

d u t i e s  of  t h e  D i r e c t o r  i n  f u l f i l l i n g  RUCO's s t a t u t o r y  mandate. The 

D i r e c t o r  o f  RUCO may: 

. . . research, s tudy and analyze r e s i d e n t i a l  u t i l i t y  
consumer i n t e r e s t s  . . . Prepare and p resen t  b r i e f s ,  
arguments, proposed r a t e s  o r  o rde rs  and i n te r vene  o r  
appear on behal f o f  r e s i d e n t i a l  u t i l  i ty consumers 
b e f o r e  hea r i ng  o f f i c e r s  and t i l e  co rpo ra t i on  
commission. . . . 

The D i r e c t o r  i s  r e q u i r e d  t o  promulgate r u l e s  and regu la t i ons ,  and submit  

an annual r epo r t .  

S t a f f i n a  And Budset 

F o r  1985-86 RUCO employed a  t o t a l  o f  n i n e  f u l l - t i m e  employees (FTE) t o  

c a r r y  o u t  i t s  funct ions.  The s t a f f  i nc l udes  a  D i r e c t o r ,  two a t to rneys ,  a  

consumer se rv i ces  s p e c i a l i s t ,  an engineer,  two r a t e  ana lys ts ,  an a u d i t o r  

and an a d m i n i s t r a t i v e  a s s i s t a n t .  I n  a d d i t i o n ,  RUCO employs two pa r t - t ime  

s t a f f :  a  s tuden t  i n t e r n  and a l e g a l  i n t e r n .  A1 though the  pr imary 

f u n c t i o n  o f  t he  O f f i c e  i s  t o  i n te r vene  i n  r a t e  proceedings, RUCO a l s o  

handles consumer compla in ts  arid conducts publ  i c  speaking engagements. 

Revenues f o r  RUCO' s  ope ra t i on  a re  ob ta ined  from an assessment a g a i n s t  

publ i c  s e r v i c e  corpora t ions .  The assessments a r e  appl i e d  a g a i n s t  

c o r p o r a t i o n s '  gross ope ra t i ng  revenues d e r i v e d  from i n t r a s t a t e  ope ra t i ons  



s e r v i n g  r e s i d e n t i a l  consumers. The revenues a r e  1  i m i  t e d  t o  two- tenths o f  

1  pe rcen t  o f  t h e  gross o p e r a t i n g  revenues. The monies a re  p l aced  i n t o  a  

Res iden t i a l  U t i l i t y  Consumer O f f i c e  Revo lv ing  Fund and may o n l y  be used by 

RUCO upon l e g i s l a t i v e  app rop r i a t i on . *  Monies i n  t h e  Revo lv ing  Fund do n o t  

r e v e r t  t o  t h e  General Fund. RUCO's ope ra t i ona l  expendi tures f o r  f i s c a l  

yea rs  1983-84 through 1986-87 a r e  shown i n  Table  1. 

TABLE 1  

RUCO EXPENDITURES 
FISCAL YEARS 1  983 -84 THROUGH 1  986 -87 

(UNAUDITED) 

Actua l  Actua l  Est imated Approved 
1  983-84 ( ) 1984-85 1  985 -86 1  986 -87 

FTE P o s i t i o n s  7  7  9  10  

Expendi tures:  
Personal  Serv ices  $1 37,546 $237,269 $308,000 $369,400 
Empl oyee Re1 a  t e d  27,413 46,023 64,400 73,200 
P ro fess i ona l  and 

Outs ide  Serv ices 157,639 160,021 279,l 00 287,400 
Trave l  

I n - S t a t e  6,016 8,178 17,600 12,200 
Out-o f -State  5,146 7,196 4,200 4,000 

0  t k e r  Gpera t i  ng 18,534 38,157 60,l GO 71 ,800 
Equ i pmen t 26,778 10,775 3,000 4,600 

TOTAL EXPENDITURES 

( 1 )  RUCO was funded f o r  t he  1983-04 f i s c a l  y e a r  f rom a  $400,000 General 
Fund a p p r o p r i a t i o n .  

Source: Res iden t i a l  U t i l  i ty Consumer C f f i c e  budget  requests  f o r  f i s c a l  
yea rs  1983-84 through 1986-87 and S t a t e  o f  A r i zona  App rop r i a t i ons  
Report ,  1986. 

Scope o f  A u d i t  

Our a u d i t  focuses on RUCO's a b i l i t y  t o  perform i t s  s t a t u t o r y  du t i es .  The 

a u d i t  r e p o r t  presents  f i n d i n g s  and reconlmendations i n  t h r e e  major areas: 

3; Revenues p laced  i n  t h e  Fund a r e  equal t o  t h e  amount o f  t h e  l e g i s l a t i v e  
app rop r i a t i on .  



0 The e f f ec t i veness  o f  RUCO's i n t e r v e n t i o n  i n  r a t e  cases, 

RUCO1s need f o r  improvement i n  i t s  l e g a l  w r i t i n g ,  and 

0 The appropr ia teness o f  RUCO1s i n v e s t i g a t i o n s  o f  consumer 

conpl a i n t s .  

Due t o  t ime  c o n s t r a i n t s ,  we were unable t o  address a l l  p o t e n t i a l  i ssues  

i d e n t i f i e d  d u r i n g  our  p r e l i m i n a r y  a u d i t  work. The s e c t i o n  Area f o r  

F u r t h e r  A u d i t  Work descr ibes  t h i s  p o t e n t i a l  i s sue  (see page 43).  

We a l s o  made a  1  i m i t e d  rev i ew  o f '  t h e  Res iden t i a l  U t i l i t y  Consumer Board. 

The scope and r e s u l t s  o f  t h i s  rev iew a r e  presented on pages 47 through 51. 

The Aud i t o r  General and s t a f f  express a p p r e c i a t i o n  t o  RUCO's Execu t i ve  

D i r e c t o r  and employees f o r  t h e i r  coopera t ion  and ass is tance  d u r i n g  t he  

audi  t. 



SUNSET FACTORS 

I n  accordance rvi t h  Ar i zona  Revised S t a t u t e s  (A.R.S. ) $41 -2354, t he  

L e g i s l a t u r e  should  cons ider  t he  f o l l o w i n g  12 f a c t o r s  i n  de te rmin ing  

whether t h e  Res iden t i a l  U t i  1  i ty Consuner O f f i c e  (RUCO) shoul a be con t i nued  

o r  terminated.  

1. The o b i e c t i v e  and Durpose i n  e s t a b l  i s h i n s  RUCO 

RUCO was e s t a b l i s h e d  i n  1983 by  A.R.S. S40-462 (Senate B i l l  1030, 

Chapter 308) t o  r ep resen t  u t i  1 i ty consumers ' i n t e r e s t s  i n  regu l  a t o r y  

proceedings i n v o l v i n g  p u b l i c  s e r v i c e  co rpo ra t i ons  b e f o r e  t he  Ar izona 

Corpora t ion  Commission (ACC ). The i n t e n t  o f  t h e  1  eg is1 a t u r e  was 

s t a t e d  i n  t h e  a c t  e s t a b l i s h i n g  RUCO, as f o l l o \ i s .  

It i s  t h e  i n t e n t  o f  t he  l e g i s l a t u r e  t o  c r e a t e  a  
r e s i d e n t i a l  u t i l  i ty consumer o f f i c e  t o  r ep resen t  t he  
i n t e r e s t s  o f  r e s i d e n t i a l  consumers, c r i t i c a l l y  analyze 
proposals  made by pub1 i c  s e r v i c e  co rpo ra t i ons  t o  t he  
c o r p o r a t i o n  commission, develop i t s  own recommendations 
and p resen t  them t o  t h e  coriimission. 

2. The e f f e c t i v e n e s s  w i t h  which RUCO has met i t s  o b j e c t i v e  and purpose 
and t h e  e f f i c i e n c y  w i t h  which RUCO has operatea 

RUCO cou l  d  inc rease  i t s  e f fec t i veness  i n  case i n t e r v e n t i o n .  RUCOis 

i n t e r v e n t i o n  i n  severa l  cases r e s u l  t e d  i n  s i  y n i  f i c a n t  b e n e f i t s  t o  

r e s i d e n t i a l  consumers. However, i n  many cases RUCO has had l i t t l e  

n o t i c e a b l e  impact  b e n e f i t i n g  r e s i d e n t i a l  consumers. A u d i t o r  General 

s t a f f  rev iewed ACC op in i ons  and o rde rs  i s sued  between May 30, 1984, 

and March 31, 1986, f o r  cases i n  which RUCO in tervened.  The rev i ew  

shows t h a t  RUCO had no impact  on 57 pe rcen t  o f  t h e  orders ,  ana o n l y  

l i m i t e d  impac t  on 20 pe rcen t  o f  t h e  orders .  

RUCO's impact  i s  1  i m i t e a  by  l a c k  o f  adequate p repara t ion .  RUCO has 

n o t  adequately prepared i t s  cases f o r  hear ing,  thus t he  cases l a c k  

needed evidence. RUCOis l a c k  o f  p r e p a r a t i o n  has l e d  t o  l onge r  

hear ings  and inc reased  cos ts .  I n  o rde r  t o  be b e t t e r  prepared, RUCO 

needs t o  l i m i t  i t s  work load,  p r i o r i t i z e  i t s  work and conduct more 



o n - s i t e  rev iews  (see F i n d i n g  I, page 9 ) .  I n  a d d i t i o n ,  RUCO c o u l d  have 

g r e a t e r  impac t  on case outcomes b y  s t r eng then ing  i t s  l e g a l  w r i t i n g .  

RUCO c o u l d  make i t s  l e g a l  w r i t i n g  more persuas ive  by  improv ing t h e  

o rgan i za t i on ,  c l  a r i  ty and conciseness o f  i t s  documents. I n  a d d i t i o n ,  

RUCO c o u l d  improve t h e  subs tan t i ve  c o n t e n t  o f  t h e  documents (see 

F i n d i n g  11, page 29) .  

3. The e x t e n t  t o  which RUCO has opera ted  w i t h i n  t h e  publ i c  i n t e r e s t  

RUCO has operated w i t h i n  t h e  publ i c  i n t e r e s t  by  r ep resen t i ng  

r e s i d e n t i a l  consumers i n  r a t e  cases be fo re  t h e  ACC. Through 

i n t e r v e n t i o n ,  RUCO a t tempts  t o  p r o t e c t  r e s i d e n t i a l  consumers f rom 

u n f a i r  r a t e  increases.  

4. The e x t e n t  t o  which r u l e s  and r e g u l a t i o n s  promulgated by RUCO a re  
c o n s i s t e n t  w i t h  t h e  l e g i s l  ax i ve  rnandaxe 

T h i s  f a c t o r  i s  n o t  a p p l i c a b l e  s i nce  RUCO has n o t  promulgated any r u l e s  

o r  r e g u l a t i o n s .  

5. The e x t e n t  t o  which RUCO has encouracjea i n p u t  f rom t h e  p u b l i c  be fo re  
prornul g a t i n g  i t s  r u l e s  and r e g u l a t i o n s  and t h e  e x t e n t  t o  which i t  has 
i n f o r n e d  t h e  p u b l i c  as t o  i t s  a c t i o n s  and t h e i r  expected impact  on t h e  
~ u b l l  C 

Th i s  f a c t o r  i s  n o t  a p p l i c a b l e  s i n c e  RLiCO has n o t  promulgated any r u l e s  

o r  r e g u l a t i o n s .  

6. The e x t e n t  t o  which RUCO has been a b l e  t o  i n v e s t i g a t e  and r e s o l v e  
comui a i  n t s  t h a t  a r e  w i  t h i n  i t s  . i u r i s a i c ~ ; i o n  

A1 though RUCO has i n v e s t i g a t e d  and r e s o l  ved consumer compl a i n t s ,  i t  

appears t h i s  f u n c t i o n  i s  n o t  w i t h i n  i t s  j u r i s d i c t i o n .  When RUCO was 

es tab l  i shed, a u t h o r i t y  f o r  p rocess ing  o f  r e s i d e n t i a l  consumer 

compl a i n t s  was p l aced  w i t h i n  t h e  Consuiner Serv ices  Sec t ion  o f  t h e  

ACC. However, RUCO f e l  t t h a t  i t s  i nvo l  ven~en t was necessary, 

t he re fo re ,  i t  conver ted  a  s e c r e t a r i a l  p o s i t i o n  t o  a  consumer 

s p e c i a l  i s t  p o s i t i o n  t o  hand1 e  compl a i n t s .  We recommend t h a t  RUCO 

d i s c o n t i n u e  i n v e s t i g a t i n g  comp la in ts  s i n c e  t h i s  d u p l i c a t e s  some 

se rv i ces  p rov i ded  by  t h e  ACC (see f i n d i n g  111, page 3 7 ) .  



7. The e x t e n t  t o  which t he  A t t o rney  General o r  any o t h e r  a p p l i c a b l e  
agency o t  S t a t e  government has t he  a u t h o r i t y  t o  prosecute a c t i o n s  
under enab l i n g  l e g i s l a t i o n  

Th i s  f a c t o r  i s  n o t  a p p l i c a b l e  s i nce  EUCO i s  n o t  a  r e g u l a t o r y  agency. 

8. The e x t e n t  t o  which RUCO has addressed d e f i c i e n c i e s  i n  t h e  enab l i ng  
s t a t u t e s  which p reven t  i t  f rom f u l f i l l i n g  i t s  s t a t u t o r y  mandate 

RUCO1s D i r e c t o r  has i n d i c a t e d  t h a t  t h e r e  a r e  two d e f i c i e n c i e s  i n  i t s  

e n a b l i n g  s t a t u t e .  RUCO would 1  i k e  t h e  a u t h o r i t y  t o  i n t e r v e n e  i n  

Federa l  r e g u l a t o r y  cases because o f  t h e  l a r s e  p o t e n t i a l  impact  a t  t h e  

Federal  l e v e l .  A t  t h e  S t a t e  l e v e l ,  RUCO would 1  i k e  t h e  a u t h o r i t y  t o  

r a i s e  gener i c  i ssues .  Generic i ssues  a r e  those  t h a t  a f f e c t  a  group o f  

consumers f a c i n g  a  p a r t i c u l a r  problem w i t h  a u t i l i t y  company. RUCO 

has n o t  proposed l e g i s l a t i o n  r ega rd i ng  e i t h e r  o f  these d e f i c i e n c i e s .  

However, l e g i s l a t i o n  was proposed i n  1985 t h a t  would have g iven  RUCO 

a u t h o r i t y  t o  i n t e r v e n e  i n  Federal  cases. 

9. The e x t e n t  t o  which changes a re  necessary i n  t h e  laws o f  RUCO t o  
adeauate lv  comulv w i t h  t h e  f a c t o r s  l i s t e d  i n  t h e  Sunset Law 

Our r ev i ew  d i d  n o t  i d e n t i f y  needed s t a t u t o r y  changes. 

10. The e x t e n t  t o  which t e r m i n a t i o n  o f  RUCO would s i g n i f i c a n t l y  harm t h e  
pub1 i c  heal  t h ,  sa fe t y ,  o r  we1 f a r e  

Termina t ion  o f  RUCO c o u l d  impact  t he  we1 f a r e  o f  r e s i d e n t i a l  u t i l i t y  

consumers. RUCO's r o l e  i s  c l e a r l y  an i m p o r t a n t  one. The L e g i s l a t u r e  

e s t a b l i s h e d  RUCO t o  ensure t h a t  r e s i d e n t i a l  consumers would be 

represen ted  i n  u t i l  i ty company cases heard  by  t h e  ACC. Commissioners, 

r e p r e s e n t a t i v e s  o f  u t i l i t y  companies, A r i zona  Corpora t ion  Commission 

s t a f f  and o t h e r  i n t e r v e n o r s  have i n d i c a t e d  t h e  need f o r  a  r e s i d e n t i a l  

consumer advocacy agency. P r i o r  t o  RIICO1s ex is tence ,  ACC s t a f f  were 

r espons ib l e  f o r  c o n s i d e r i n g  r e s i d e n t i a l  consumers' needs when making 

recommendations t o  t h e  Commission. Ho\rever, because ACC s t a f f  were 

a1 so charged w i t h  making recommendations t h a t  cons idered company and 

shareho lder  needs, they  c o u l d  n o t  be as a t t e n t i v e  t o  t h e  r e s i d e n t i a l  

consumers ' needs. I n  a d d i t i o n ,  o t h e r  i n t e r v e n o r s  r ep resen t i ng  

r e s i d e n t i a l  consumers 1  acked resources, such as t echn i ca l  s t a f f  anu 



consu l t an t s ,  t o  prepare a  comprehensive case. S ince i t s  i ncep t i on ,  

RUCO has been success fu l  i n  i n c r e a s i n g  t h e  general  awareness o f  i ssues  

t h a t  a f f e c t  r e s i d e n t i a l  consumers, and has had some impact  on 

r e s i d e n t i a l  r a t e s .  

11. The e x t e n t  t o  which t h e  l e v e l  o f  r e g u l a t i o n  exe rc i sed  by  RUCO i s  
a p p r o p r i a t e  ana whether l e s s  o r  n;ore s t r i n g e n t  l e v e l s  o f  r e g u l a t i o n  
woul d  be a p p r o p r i a t e  

T h i s  sunset  f a c t o r  does n o t  app l y  t o  RUCO s i nce  i t  i s  n o t  a  r e g u l a t o r y  

agency. 

12. The e x t e n t  t o  which RUCO has used p r i v a t e  c o n t r a c t o r s  i n  the 
performance o f  i t s  d u t i e s  and how e f f e c t i v e  use o f  p r i v a t e  c o n t r a c t o r s  
cou l  d be accompl i shed 

RUCG f r e q u e n t l y  uses o u t s i d e  consul  t a n t s  i n  i t s  case i n t e r v e n t i o n .  

Because o f  t h e  comp lex i t y  o f  r a t e  cases, RUCO c o n t r a c t s  w i t h  expe r t s  

t o  analyze and t e s t i f y  on r a t e  issues.  RUCO's use o f  ou t s i de  exper ts  

i s  common p r a c t i c e  i n  t h e  f i e l d  - b o t h  u t i l i t i e s  and t he  Corpora t ion  

Commission f r e q u e n t l y  h i r e  expe r t s  f o r  major  r a t e  cases. Consul t a n t  

expend i tu res  have inc reased  s t e a d i l y  s i nce  1983-84, as RUCO has 

i n t e r v e n e d  i n  more cases. Expendi tures f o r  1533-84 throucjh 1936-87 

a re  as f o l l ows .  

TABLE 2  

EXPENDITURES FOR OUTSIDE CONSULTANTS 
FISCAL YEAES 1583-84 TliROUGH 198G-87 

(UNAUDITED) 

1983-84 ac tua l  $1 57,639 
1934-85 ac tua l  1  b0 ,021 
1985-86 es t imated  279,100 
1S8G-87 requested 287,400 

Source: RUCO budget  reques ts  f o r  f i s c a l  years  1985-86 and 1986-87. 

A L e g i s l a t i v e  Counc i l  o p i n i o n  ciated February 11, 1586, s t a t e s  t h a t  RUCO i s  

exempt f rom t h e  Ar izona Procurement Code when h i r i n g  exper ts  who may 

appear as a  w i t ness  o r  render  se r v i ces  r e l a t i n g  t o  a  c o u r t  case. 



FINDING I 

RESIDENTIAL UTILITY CONSUBIER OFFICE COULD IMPROVE ITS EFFECTIVENESS I N  

UTILITY RATE CASES 

The Res iden t i a l  U t i l i t y  Consumer O f f i c e  (RUCO) c o u l d  inc rease  i t s  

e f f e c t i v e n e s s  i n  u t i l i t y  cases. RUCO serves an i m p o r t a n t  f u n c t i o n  and has 

been c l e a r l y  e f f e c t i v e  i n  some cases. I n  many cases, irowever, RUCO has 

had 1  i t t l e  impact  on case outcomes. Poor case p r e p a r a t i o n  i m p a i r s  RUCO1s 

e f f ec t i veness .  I n  a d d i t i o n ,  RUCO needs t o  l i m i t  i t s  work l o a d  and 

p r i o r i t i z e  i t s  work. 

RUCO l ias An I m ~ o r t a n t  
Role And Has Been Very 
E f f e c t i v e  I n  Some Cases 

RUCO serves a  necessary f unc t i on ,  and t h e  O f f i c e  has haa no tab le  impact i n  

some cases as we1 1  as s i g n i f i c a n t  impac t  on t h e  outcome o f  severa l  cases. 

RUCO's f u n c t i o n  i s  c l  e a r l y  needed. 

RUCO f u n c t i o n  impo r tan t  - RUCC1s r o l e  i s  c l e a r l y  an impo r tan t  one. I n  

1983 t h e  L e g i s l a t u r e  e s t a b l  i s h e d  RUCO t o  ensure t h a t  r e s i d e n t i a l  consumers 
would be represen ted  i n  u t i l i t y  company cases heard by t h e  Ar izona 

Corpora t ion  Commission (ACC). As Ar izona Revised S ta tu tes  (A. R. S. ) 

$40-462.A s ta tes ,  RUCO1s purpose i s  " t o  r ep resen t  t h e  i n t e r e s t s  o f  

r e s i d e n t i a l  u t i l  i ty consumers i n  r egu l  a t o r y  proceedings i n v o l  v i  ng pub1 i c  

s e r v i c e  c o r p o r a t i o n s  before t h e  c o r p o r a t i o n  commission." Commissioners, 

r e p r e s e n t a t i v e s  o f  u t i l i t y  companies, A r i zona  Corpora t ion  Commission s t a f f  

and o t h e r  i n t e r v e n o r s  have i n d i c a t e a  t h e  need f o r  a  r e s i d e n t i a l  consumer 

advocacy agency. P r i o r  t o  RUCO1s ex is tence ,  ACC s t a f f  were r e s p o n s i b l e  

f o r  c o n s i d e r i n g  r e s i d e n t i a l  consumers ' neecis iihen making recommendations 

t o  t h e  Commission. However, because ACC s t a f f  were a l s o  charged w i t h  

making recornmendations t h a t  cons idered  company and shareholaer  neeas, they 

c o u l d  n o t  be as a t t e n t i v e  t o  consumer needs as an agency s p e c i f i c a l l y  

c rea ted  t o  per fo rm such a  f unc t i on .  Other p a r t i e s  r ep resen t i ny  

r e s i d e n t i a l  consumers, such as t h e  Ar izona Center f o r  Law i n  t h e  P u b l i c  

I n t e r e s t ,  performed t h e i r  work u s i n g  1  i m i  t e d  resources which reduced t he  



scope of t h e i r  work. T h u s ,  RUCO was created t o  protect  the  i n t e r e s t s  of 

res ident ia l  consumers. 

In addi t ion,  RUCO has directed a t tent ion t o  potential  issues a f fec t ing  

res ident ia l  consumers. Commissioners, ACC s t a f f  and other intervenors 
w i t h  whom we addressed this area agree t h a t  RUCO has increased general 

awareness of issues t h a t  may a f f e c t  res ident ia l  consumers. Because RUCO 

has focused a t t en t ion  on such issues ,  the Con~nission and i t s  s t a f f  have 

explored some issues  i n  greater  de ta i l .  For example, a t  R U C O ' s  urging the 

Commission studied the Arizona Public Service Company fuel adjus tor  

mechanism extensively in a recent  case. Furthermore, a 1984 survey 

r e l a t i ng  t o  public perceptions of the Corporation Commission, conducted by 

the Behavior Research Foundation of Phoenix, suggested t h a t  RUCO's 
presence may a l so  have increased public confidence i n  the u t i l i t y  

regul atory processes. 

Effective i n several cases - Know1 edgeabl e pa r t i e s  have indicated t h a t  

RUCO par t ic ipat ion or intervention i n  several cases resul ted in outcomes 
immediately benefi t ing res ident ia l  consumers. These incl ude cases 

involving the  s a l e  of the  APS gas system to  Southwest Gas, Mountain B e l l ' s  

refund of over-collected monies, and ra te  s e t t i n g  fo r  the Black Bil l  and 

Doney Park Water Users' Association. 

e Transfer of APS gas system: RUCO,  ACC s t a f f ,  APS and Southwest Gas 
representat ives negotiated a s e t t l  ernent providing APS with a $21 
mii 1 ion r a t e  increase,  which was considerably~ 1 ower than tile 
company's $38.5 million request.  Since pipeline safe ty  was a 
concern then a f fec t ing  res ident ia l  consumers, the pa r t i e s  a1 so rnade 
an addi t ional  $7 mil 1 ion increase contingent on safety-re1 ated pl an t  
improvernents. Furthermore, s e t t l  ernent provisions froze Southwest 
Gas general r a t e s  un t i l  July 1987. 

e Mountain Bell refund: RUCO brought t h i s  case t o  the Cornn~ission's 
a t tent ion and subsequently established the refund amount t h a t  the 
Commission ultimately adopted. RUCO a l so  suggested t ha t  the 
Commission use unreturned refund monies* to  fund a p i l o t  program 
providing basic telephone service to  needy persons (Life l ine  
Program). 

3; Estimates indicated t h a t  about ha1 f of the money would not reach 
customers because of expected d i f f i cu l t y  in 1 ocating el ig ibl  e 
customers. 



0 Black B i l l  and Doney Park Water Users '  Assoc ia t ion :  KUCO, ACC s t a f f  
and t he  Water Users '  Assoc ia t i on  nego t i a t ed  a  se t t l emen t  t h a t  
appl  i e d  i n n o v a t i v e  so l  u t i o n s  t o  unique problems a f f e c t i n g  t h e  
A s s o c i a t i o n ' s  1,098 customers. For  exanpl e, t h e  Assoc ia t i on  wanted 
t o  encourage water  conserva t ion  and a t  t i re same t ime r a i s e  
s u f f i c i e n t  revenue t o  meet o p e r a t i n g  expenses, b u t  was u n c e r t a i n  how 
t o  meet these seemingly c o n t r a d i c t o r y  goal s. Together t he  p a r t i e s  
s e t  w i n t e r  and summer r a t e  designs t h a t  would accompl ish b o t h  goals .  

RUCO may a l s o  have had some b e n e f i c i a l  impact  on Commission processes. 

RUCO's D i r e c t o r  a s s e r t s  t h a t  t h i s  i s  where t h e  O f f i c e  has had i t s  g r e a t e s t  

impact. Know1 edgeabl e  p a r t i e s  concur t h a t  RUCO has a f f e c t e d  Commission 

processes t o  some degree. For  example, t h e  Commission s t u d i e d  t h e  i ssues  

o f  b a c k - b i l l i n g  and t h e  APS f ~ i e l  a d j u s t o r  i n  more d e t a i l  because RLjCO 

d i r e c t e d  a t t e n t i o n  t o  these issues.  RUCO's D i r e c t o r  a l s o  s t a t e d  t h a t  t h e  

Of f ice may b r i n g  up i ssues  i n  hear ings  t o  s t i m u l a t e  t h i n k i n g  on such 

i ssues  i n  o rde r  t o  e l i c i t  f u t u r e  changes, w i t h o u t  t h e  s p e c i f i c  i n t e n t  o f  

t r y i n g  t o  w in  t h e  i s s u e  i n  t h e  c u r r e n t  case. For  example, i n  t h e  i i iountain 

Be1 1  r e f u n d  case t h e  Commission dec i s i on  spec i  f i c a l  l y  r e j e c t e d  RUCO's 

reconimendation t o  use nonrefunded monies t o  e s t a b l i s h  a  L i f e l i n e  program. 

However, i n  p a r t  because o f  RUCO e f f o r t s  a f t e r  t h e  hear ing ,  t h e  Commission 

subsequent ly h e l d  a  workshop on t h e  t o p i c  and u l t i m a t e l y  dec ided t o  c r e a t e  

a  L i f e l i n e  program on a  demonst ra t ion bas is .  Accord ing t o  another  

knowledgeable pa r t y ,  RUCC has a1 so r a i s e d  i ssues  t h a t  have been 

subsequent ly analyzed by  ACC s t a f f .  

RUCO Has Had L i t t l e  
Imuact I n  fvlanv Cases 

I n  many cases, however, RUCO has had 1  i t t l e  n o t i c e a b l e  impact  b e n e f i t i n g  

r e s i d e n t i a l  u t i l  i ty consumers. Aud i t o r  General s t a f f  rev iewed op in i ons  

and o rde rs  i ssued  by  t h e  Corpora t ion  Commission t o  measure RtiCO's case 

e f f e c t i v e n e s s  because these c i t e  f a c t o r s  t h a t  a f f e c t e d  t h e  Commission's 

f i n a l  dec is ion .  Our rev iew o f  op in i ons  anci o rde rs  showed t h a t  RUCO has 

had l i t t l e  impac t  i n  many cases. 

Commission dec is ions  used t o  assess irnpact - A u d i t o r  General s t a f f  

rev iewed w r i t t e n  Commission dec i s i ons  t o  assess RUCO's e f f e c t i v e n e s s .  Ne 

used impac t  on case outcomes t o  eva lua te  RUCO's e f f e c t i v e n e s s  because we 



determined t h a t  a f f e c t i n g  case outcomes shoul d  be RUCO's p r imary  goal ,  

based on i t s  s t a t u t o r y  mandate. We a l s o  used t h i s  method t o  measure 

RUCO' s  e f fec t i veness  because agencies pe r f o rm ing  f u n c t i o n s  s i m i l  a r  t o  RUCO 

i n  o t h e r  s t a t e s  (Ohio, Pennsylvania and F l o r i d a )  a l s o  use f i n a l  commission 

dec i s i ons  (among o t h e r  methods) t o  measure t h e i r  e f f ec t i veness .  Opinions 

and o rde rs  o f  t h e  Corpora t ion  Commission i n d i c a t e  t h e  e x t e n t  o f  a  p a r t y ' s  

impact  on a  case because they  s t a t e  reasons f o r  Commission dec is ions.  

W r i t t e n  Commission dec is ions ,  o r  op in i ons  and orders ,  g e n e r a l l y  d iscuss by 

t o p i c  s p e c i f i c  i ssues  rev iewed i n  t he  case, as w e l l  as f a c t o r s  i n f l u e n c i n g  

Commission dec i s i ons  on those issues. The Commission's hea r i ng  o f f i c e r s  

conf i rmed t h a t  t h e  w r i t t e n  dec is ions  general  l y  c r e d i t  those p a r t i e s  who 

were i ns t r umen ta l  i n  de te rmin ing  t h e  f i n a l  dec is ion .  Hear ing o f f i c e r s  

perform a  key r o l e  i n  t h e  Commission's dec is ion-making process, because 

they  w r i t e  proposed o rders  f o r  Commission review. I n  a d d i t i o n ,  t he  

hea r i ng  o f f i c e r  i s  t h e  p a r t y  most f a m i l i a r  w i t h  proceedings i n  which RUCO 

has in te rvened .  

We at tempted t o  compensate f o r  any l i m i t a t i o n s  our  measure rnay have had. 

W r i t t e n  dec i s i ons  o c c a s i o n a l l y  f a i l e d  t o  g i v e  RUCO due c r e d i t ,  o r  

converse ly ,  gave RUCO c r e d i t  even ttiough i t  appeared t h a t  RUCO had rninor 

o r  minimal impact. We at tempted t o  c l a r i f y  ambiguous p o i n t s  and p i n p o i n t  

RUCO's r o l e  through o t h e r  sources such as hea r i ng  t r a n s c r i p t s .  We gave 

RUCO t h e  b e n e f i t  o f  t h e  doubt  whenever we had a  ques t i on  r ega rd i ng  RUCO's 

p o s s i b l e  impact.  

We r e j e c t e d  RUCO's own e f f e c t i v e n e s s  measlrre as s e r i o u s l y  f lawed. Because 

RUCO u s u a l l y  makes recommendations f o r  r a t e  inc reases  t h a t  a re  lower  than 

those o f  ACC s t a f f ,  RUCO determines t h e  e x t e n t  t o  which t he  Commission's 

recommendations a re  1  ewer than ACC s t a f f  recommendations and then takes 

t h e  e n t i r e  d i f f e r e n c e  as a measure o f  i t s  success.* 

However, RUCO's measure i s  d e f e c t i v e  because i t  presumes t h a t  n o t h i n g  e l s e  

i n f l uences  Commission dec is ions .  Yet severa l  o t h e r  f a c t o r s  a f f e c t  

Commission dec is ions .  

* RUCO has used t h i s  measure i n  annual r e p o r t s  and press re leases  t o  
demonstrate i t s  e f f e c t i v e n e s s  i n  r a t e  case i n t e r v e n t i o n s .  



The independent judgment of  t h e  Corpora t ion  Commission. Observers 
no te  t h a t  r e c e n t  Commissions have been i n c r e a s i n g l y  s e n s i t i v e  t o  
consunier needs. 

e The independent judgment o f  t he  hear ing  o f f i c e r s  who w r i t e  
proposed o rders  f o r  Commission review. 

e The e f f e c t  o f  o t h e r  p a r t i e s  i n  t h e  case. 

0 P r i o r  Commission o rders  and r e l e v a n t  case law. 

I n  a d d i t i o n ,  RUCO1s measure addresses o n l y  t h e  t o t a l  fncrease i n  r a t e s  

t h a t  Commission dec is ions  a l l o w  t h e  company, r a t h e r  than l o o k i n g  a t  i t s  

success by i n d i v i d u a l  issue. Because t he  dec i s i on  on the  t o t a l  i nc rease  

r e s u l t s  from the  cumulat ive impact  o f  dec is ions  on i n d i v i d u a l  issues,  

RUCO's e f f e c t i v e n e s s  measure presumes t h a t  RUCO has had an impact  cn each 

i ssue  l e a d i n g  t o  t h e  dec is ion .  

For  example, i n  a  1984 APS r a t e  case, RUCO1s measure showed t h a t  i t  had 

saved consumers $1 1.4 m i l  1  ion.  However, rev iew o f  t he  f i n a l  Commission 

dec i s i on  showed t h a t  o t h e r  p a r t i e s  a l s o  a f f e c t e d  tne  dec is ion.  For 

example, t h e  Center f o r  Law i n  t h e  P u b l i c  I n t e r e s t  i n t r oduced  evidence 

showing t h a t  r e s i d e n t i a l  s e r v i c e  charges were t oo  h igh ,  l ead ing  the  

Commission t o  f reeze  severa l  r e s i  d e n t i a l  r a t e  schedules. I n  fact ,  t h e  

Commission agreed w i t h  RUCO i n  o n l y  one o f  f i v e  issues.  

L i t t l e  impact  i n  many cases - Our rev iew o f  op in i ons  and o rders  and o t h e r  

suppo r t i ng  documentation showed t h a t  RUCO has l i t t l e  impact  i n  many 

instances.  We analyzed i n  d e t a i  1  30* op in ions  and orders,  r ep resen t i ng  

a1 1  RUCO cases i n  which t h e  Corrimission i ssued  f i n a l  o rders  between Hay 30, 

1984, and March 31, 1986, t o  determine RUCO1s impact  on case outcomes. 

I n f o r m a t i o n  from hea r i ng  t r a n s c r i p t s  as w e l l  as i n t e r v i e w s  w i t h  RUCO 

* Although RUCO s t a t e s  t h a t  i t  has i n te r vened  i n  core  than 70 cases 
between A p r i l  1983 and January 1986, some cases had n o t  been heard 
and, thus, no w r i t t e n  d e c i s i o n  ex is ted .  Other cases haa teen heard 
b u t  t h e  Commission had n o t  made a  f i n a l  dec is ion .  I n  one o the r  case, 
RUCO f i l e d  t o  i n te r vene  b u t  d i d  n o t  a t t e n d  t he  hear ing.  Also, one 
Mountain B e l l  case combined n i n e  dockets i n t o  one hear ing,  f o r  which a 
s i n g l e  o p i n i o n  and o rde r  was w r i t t e n .  X s i n g l e  o rde r  combining two o r  
more dockets was counted as one order .  I f  more than one o rder  covered 
t h e  same docket, these were counted as separate oraers .  Amendments t o  
p r i o r  o rders  were cons idered  p a r t  o f  t h e  o r i g i n a l  order .  



s t a f f ,  Commissioners, ACC s t a f f ,  company off ic ial  s ,  and other 

documentation supplemented information in the final orders. As shown in 

Figure 1 ,  RUCO had no  identifiable effect  in 17 orders, or 57 percent of 

a l l  orders reviewed.* In six (20 percent), RUCO had only 1 imited ef fec t  

on the outcome of the case.** In seven orders (23 percent) RUCO had 

considerabl e effect .  

FIGURE 1 

RUCO's E f f e c t  on C a s e s  

RUCO's impact by individual issue was a1 so minimal. Table 3 shows that  

R U C O  can claim full  c redi t  for influencing issue outcomes in only seven of 

55 issues i t  raised before the Commission. Table 3 also shows RUCO's 

issue impact by individual case. We distinguished between issues for 

which R U C O  was solely responsible for affecting the outcome (sole  impact) 

and issues for which other parties also influenced the outcome (shared 

impact ) . 

* O f  the 77 orders showing no notable impact, ten did not directly 
affect  resi  denti a1 rates.  RUCO's Director stated that  R U C O  may 
participate in such cases mainly for inforn~ational reasons. omitting 
orders relating t o  these cases, RUCO had no impact in the remaining 
seven o u t  of  1 7  orders. 

** Auditor General s ta f f  di s t i  ngui shed between 1 imi ted and consi derabl e 
impact using the foll owing c r i t e r i a :  1 ) number of issue outcomes RUCO 
influenced, 2 )  number of customers the decision affected, and 3 )  
supplemental information regarding RUCO'S performance in each case. 



TABLE 3 

RUCO'S IMPACT O N  CORPORATION COMMISSIOIJ DECISIONS 
(FROM COI.1I.IIISSION OPIIiION AND ORDERS, ISSUED 
FROM PAY 3 0 ,  1984, THROUGH ItARCH 31, 1986) 

Issues Raised Successes Successes 
By RUCO (Sole impact) (Shared impact) 

Rate cases 

American Public Service 1 0 0 
(Casitas Bonitas) 

American Pub1 i c  Service 3 0  0 
(S ie r ra  Entrada) 

APS (electr ic-phase I )  5 1 0 
APS (el  ectric-phase 11) 4 0 2 
Cottonwood 6 3 0 
Dysart 1 0 0 
Hidden Valley 1 0 0 
Highland Pine 1 1 0 
Mountain Be1 1 16  1 2 
Southwest Gas ( r a t e s )  5 0 1 
Sunny Boy 1 0 0 
White Hi l l s  0 0 0 
Llhi tlow Dam 1 0  0 
APS (gas-phase I )  Note ( 2 )  0 Note ( 2 )  
APS (gas-phase 11)  Note ( 2 )  0 Note ( 2 )  
Doney Park Note ( 2 )  0 Note ( 2 )  
TRICO Elec t r ic  Cooperative Note (3) - 0 Note (3) 

Subtotal 45 6 - 5 

Cases not d i rec t ly  involving r a t e  increases ( 4 )  

A1 1 net  Communications 0 0 0 
APS 0 0 0 

(corporate  res t ruc tur ing)  
APS (f inancing)  0 0 0 
APS (fuel ad jus tor )  3 0 
Arizona Water Company 4 Note ( 5 )  No t e  P s  
AT&T 0 0  0 
Generic Hearing 0 0 0  

(CAP surcharge ) 
Generic Hearing ( i n t r a s t a t e  0 0 0 

interexchange competi t i o n )  
GNT Automatic 0 0 0 
GTE Sprint  0 0 0 
Mountain Be1 1 (refund) 3  1 1 
APS ( s a l e  of gas system) Note (2) 0 Note ( 2 )  
Southwest Gas Note ( 2 )  0  Note ( 2 )  

( sa le  of gas system) 

Subtotal 10 1 1 

TOTAL 5 5 7 6 
P 

Number of issues as  recorded in the opinions and orders, and c l a r i f i e d  
by subsequent interviews and review of documents. R U C O  may have 
discussed other  areas in hearings b u t  was unable to  develop them in to  
viable  issues for  consideration in the f inal  decision. 

( 2 )  The decision ref lected a negcjtiated settlerilent anlong major par t i es .  
Thus, the opinion and order related to  t h i s  case does not consis tent ly 
ident i  fy  tile spec i f ic  par t i es  wno brought u p  each issue. tlo\vever, as 
noted on page 10, these cases uere anlong RUCO's most successful cases. 

( 3 )  Sincc R U C O  supported issues brought by the corrlpany in t h i s  case,  i t  was 
d i f f i c u l t  to  ident i fy the spec i f ic  issues R U C O  impacted. However, the 
dcci sion supported the colilpany on one contested issue. 

( 4 )  Since these were not r a t e  cases ,  the outcoifies did not d i rec t ly  a t f e c t  
resident ial  ra tes .  According t o  RuCO's Director ,  RUCO may par t i c ipa te  
in such cases fo r  inforr~iation t h a t  rilay be useful in future r a t e  cases. 

( 5 )  All four issues R U C O  ra ised were determined to be rlot applicable because 
the Commission based i t s  decision on overriding legal considerat ions.  

Source: Arizona Corporation Comission opinions and orders and hearing 
t r a n s c r i p t s ,  supplemented by interviews with Cormissioners and 
Conmission s t a f f .  



Poor Case P repa ra t i on  
Decreases RUCO ' s  E f f e c t i v e n e s s  

Inadequate case p repa ra t i on  1  i m i  t s  RUCO's impact. Because o f  inadequate 

p repara t ion ,  RUCO may have f a i l e d  t o  ga ther  adequate evidence t o  suppor t  

i t s  case i n  &any ins tances .  Inadequate p r e p a r a t i o n  has n o t  o n l y  1  i m i t e d  

RUCO's impact,  b u t  has pro1 onged h e a r i n g  t i m e  and i nc reased  h e a r i n g  cos t s  

and c o s t s  t o  o t h e r  p a r t i e s .  

Inadequate ev idence - I n  many ins tances,  inadequate evidence o r  analyses 

l i m i t e d  RUCO's a b i l i t y  t o  convince t h e  Commission t o  accept  i t s  

p o s i t i o n s .  Because t h e  Commission must base i t s  dec i s i ons  on evidence 

t h a t  i s  presented, i n s u f f i c i e n t  evidence has p rec luded  t h e  Commission from 

accep t i ng  some RUCO p o s i t i o n s .  RUCO has been unable t o  develop adequate 

evidence f o r  a  number o f  reasons. 

m RUCO tias developed most o f  i t s  srr lal ler cases e n t i r e l y  
through cross-examinat ion and has used h e a r i n g  t i n e  t o  
ga the r  i n f o r m a t i o n  f rom opposing witnesses, which shoul a 
have been ob ta i ned  p r i o r  t o  t h e  hear ing,  d u r i n g  d iscovery .  
I n  t h e  past ,  RUCO f r e q u e n t l y  used cross-examinat ion i n s t e a d  
of  deve lop ing  i t s  case us i ng  i t s  own t e c h n i c a l  s t a f f  as 
wi tnesses,  i .e., through d i r e c t  tes t imony.  biore r e c e n t l y ,  
RUCO has been making inc reased  use o f  d i r e c t  tes t imony.  
However, even when RUCO has used d i r e c t  test in iony,  i t s  
t e c h n i c a l  s t a f f  may t e s t i f y  o n l y  on a p o r t i o n  o f  RUCO's 
case. Devel o p i  ny cases through cross-examinat ion decreases 
RUCO's e f f e c t i v e n e s s  because i t  i s  more d i f f i c u l t  t o  g e t  
i n f o r m a t i o n  f rom opposing wi tnesses.  Per forming d iscovery  
d u r i n g  t h e  hea r i ng  a l s o  decreases RUCO's e f f e c t i v e n e s s  
because RUCO must s i n ~ u l t a n e o u s l y  research  and develop i t s  
case. 

e FiUCO has prepared f o r  some cases o n l y  s h o r t l y  be fo re  t he  
h e a r i n g  because t h e  O f f i c e  does n o t  have a formal process 
f o r  schedu l ing  cases s t a f f  shou ld  work on. Yet, s c i l f d u l i n g  
i s  i m p o r t a n t  because u t i l i t y  companies can f i l e  a  r a t e  
r eques t  a t  any t ime th roughou t  t h e  yea r .  I n  r e c e n t  years ,  
l a r g e  companies such as APS o r  Mountain B e l l  have requested 
a h e a r i n g  a t  l e a s t  once a year .  I n  a d d i t i o n ,  KUCO s t a f f  may 
work on more than  one case a t  a  t ime. Even when s t a f f  know 
what case (s )  they a re  ass igned t o ,  ttrey may n o t  know 
s u f f i c i e n t l y  i n  advance t h e  s p e c i f i c  i ssues  t hey  shou ld  work 
on. As a r e s u l t ,  s t a f f  may have no cho ice  i i u t  t o  prepare 
f o r  cases a t  t h e  1  a s t  minute.  



RUCO sometimes takes p o s i t i o n s  t h a t  cannot r e a l  i s t i c a l  l y  
a f f e c t  case outcomes. For  example, RUCO has taken some 
p o s i t i o n s  t h a t  have been unimpor tant  and, t he re fo re ,  d i d  n o t  
a f f e c t  case outcomes. I n  add i t i on ,  RUCO r o u t i n e l y  
recommends r a t e  increases t h a t  a re  lower  than any o the r  
p a r t y  making recommendations. Such recommendations appear 
extreme, i n  p a r t  because RUCO analyses have been inadequate 
t o  suppor t  i t s  conc lus ions.  Because recommendations on r a t e  
increases a r e  bot tom 1 i n e  measures, RUCO must be a b l e  t o  
per form adequate analyses a t  every s tep  t o  suppor t  i t s  
conc lus ions.  

RUCG1s consu l t an t s  may a1 so have been prec luded fron, 
per fo rming  adequate analyses a t  t imes because o f  l i m i t e d  
t ime  and resources, g iven  t he  complex i t y  and scope o f  
analyses they  have t o  perform. 

We found many ins tances  i n  which RUCO l acked  adequate evidence o r  

analyses. F i n a l  Commission o rders  c i t e d  1 ack o f  evidence o r  inadequate 

analyses as reasons t h e  Commission c o u l d  n o t  suppor t  RUCO p o s i t i o n s .  For  

example, t h e  o rder  f o r  a 1984 APS r a t e  case cha rac te r i zed  one RUCO 

recommendation as " a r b i t r a r y  . " Other ins tances  o f  i n s u f f i c i e n t  RUCO 

analyses i n c l  ude t h e  f o l l  owing. 

e APS (Phase I o f  a $78 m i l l i o n  request,* approx imate ly  500,000 
customers) :  I n  a r e c e n t  case, a RUCO s t a f f  w i tness conciuued 
from ACC company f i l i n g s  t h a t  APS was u s i n g  i t s  c o a l - t i r e d  p l a n t s  
i n e f f i c i e n t l y .  He conc l  uded t h a t  mismanagement was t h e  reason 
f o r  t he  i n e f f i c i e n c y ,  even t l iough he acknowl edged unaer 
cross-examinat ion t h a t  he drew h i s  conc l  us ion w i t h o u t  
i n v e s t i g a t i n g  t he  reasons f o r  t he  r e s u l  t s .  Ins tead,  he asser ted  
t h a t  i t  was unnecessary t o  exp lo re  t h e  reasons because t h e  
r e s u l t s  were a1 1 he needed t o  l ook  a t .  Yet, accord ing t o  APS 
r e b u t t a l  , power outages, p l  anned maintenance, unusual weather 
c o n d i t i o n s  and o t h e r  events cou ld  have a f f e c t e d  the  way APS 
operated p lan ts .  Under f u r t h e r  examinat ion by the  hea r i ng  
o f f i c e r ,  RUCO1s kri tness conceded t h a t  a f t e r  t ~ e a r i n y  and read ing  
t h e  test imony o f  o t h e r  wi tnesses, o t h e r  f a c t o r s  n o t  r e l a t e d  t o  
mismanagement were l i k e l y  t o  have a f f e c t e d  t he  r e s u l t s .  

Mountain B e l l  ($89 m i l l i o n  request,** more than 1 m i l l  i o n  
customers): I n  t h i s  case, RUCO recommended t h a t  i .~ounta in  Be1 1 
rece i ve  o n l y  a $2.6 m i l l i o n  increase,  even though ACC s t a f f  
recommended $22 m i  11 ion .  Furthermore, RUCG announced i n  a press 
re l ease  t h a t  Mountain B e l l  m igh t  a c t u a l l y  owe i t s  customers money 

* APS subsequent ly reduced i t s  reques t  i n  t he  hea r i ng  t o  $54.6 m i l l  ion.  
** Mountain B e l l  subsequent ly reduced i t s  r eques t  t o  $76 m i l l i o n  d u r i n g  

the  hear ing.  



because i t s  consul  t a n t  s t a t e d  t h a t  a d d i t i o n a l  downward 
ad justments  m i g h t  be "app rop r i a t e "  i n  areas which RUCO d i d  n o t  
examine. Yet, under cross-examinat ion,  RUCO' s  own e x p e r t  w i tness  
conceded t h a t  i t  would be unwise t o  decrease ra tes .  I n  a d d i t i o n ,  
t h e  d e c i s i o n  c i t e d  severa l  i ns tances  of  inadequate evidence o r  
analyses. For  one issue,  t h e  dec i s i on  s t a t e d  t h a t  RUCO made an 
"unsupported a s s e r t i o n "  which "cannot s u b s t i t u t e  f o r  t h e  t ype  o f  
met i cu lous  rev iew"  undertaken by  ACC s t a f f  and t h e  City o f  
Phoenix. 

I n  ano ther  area, RUCO looked  a t  i n d i v i d u a l  accounts i n  an a t tempt  
t o  compare Mountain Be1 1  ' s  p r e - d i v e s t i  t u r e  and p o s t - d i v e s t i  t u r e  
expenses and i d e n t i  fy areas where c u r r e n t  c o s t s  were excessive.  
Had RUCO been successfu l  i n  t h i s  major  area, RUCO's c o n s u l t a n t  
s t a t e d  i t  c o u l d  have r e s u l t e d  i n  a d d i t i o n a l  impact  o f  over  $10 
m i l l i o n  f o r  RUCO. As i t  was, however, t h e  o p i n i o n  and o rde r  
s t a t e d  t h a t  RUCO'  s  a n a l y s i s  had severa l  shortcomings. For 
exampl e, t h e  d i v e s t i t u r e  r e s u l  t e d  i n  "obv ious"  diseconomies which 
RUCO's a n a l y s i s  d i d  n o t  account f o r .  

0 American Pub1 i c  Se rv i ce  ($53,400 request ,  70 customers ): RUCO 
developed most o f  t h i s  case through cross-examinat ion.  RUCO 
cross-examined company wi tnesses e x t e n s i v e l y ,  t r y i n g  t o  show t h a t  
t h e  bus iness r e l a t i o n s h i p  between t he  pa ren t  company and i t s  
s u b s i d i a r y  u t i l  i ty company was i n a p p r o p r i a t e  o r  un l  awful .  RUCO 
spen t  ove r  ha1 f i t s  cross-exarnir lat ion t ime  ( e q u i v a l e n t  t o  n e a r l y  
o n e - f i f t h  o f  t h e  e n t i  r e  hea r i ng  t r a n s c r i p t )  a t t emp t i ng  t o  
e s t a b l i s h  founda t ion  and e l i c i t  evidence t o  suppor t  i t s  p o i n t ,  
b u t  t o  no a v a i l .  The o p i n i o n  and o rde r  s t a t e d  t h a t  t h e r e  was no 
evidence t o  sho~ r  t h a t  t h e  bus iness re1  a t i o n s h i p  was i n a p p r o p r i a t e  
o r  un law fu l .  

Furthermore, i n  a  pos t -hear ing  memorandum, RUCO c i t e d  a  Kansas 
s t a t u t e  as t h e  l e g a l  b a s i s  f o r  a rgu ing  t h a t  t he  pa ren t  company 
and i t s  s u b s i d i a r y  should  be c l o s e l y  s c r u t i n i z e d .  The op in i on  
and o rde r  s p e c i f i c a l l y  r e j e c t e d  t h i s  argument because Ar izona had 
no such s t a t u t e ,  and t h e  Ar i zona  L e ~ i s l a t u r e  haa re fused  t o  enac t  
such a  s t a t u t e  i n  1984. 

e Hidden Val l e y  ($2,504 request ,  8 customers):  Hear ing t r a n s c r i p t s  
r evea led  t h a t  RUCO's major  purpose i n  t h i s  case, which RUCO . . 
devel  oped en t i r e l y  th rough  cross-examinat ion,  was t o  argue t h a t  
n o t  a l l  of t h e  company's r a t e  base was "used and use fu l . "  
However, RUCO's cross-examinat ion on t h i s  i s sue  ended r a t h e r  
a b r u p t l y  when an ACC s t a f f  w i tness  p o i n t e d  o u t  t h a t  t h i s  i s sue  
" r e a l l y  wasn ' t  impo r tan t "  f o r  t h i s  case. The f i n a l  op i n i on  and 
o rde r  a f f i r m e d  t h a t  t h i s  argument was n o t  impo r tan t  because t h e  
company was o n l y  seek ing recovery  o f  ou t -o f -pocke t  expenses. 
Because o f  inadequate research p r i o r  t o  t h e  hear ing ,  RUCO d i d  n o t  
r e a l i z e  t h a t  t h i s  i s sue  was un impor tant .  Since t h i s  was the  o n l y  
i s sue  RUCO b rough t  f o r t h ,  R i lCO had no impac t  on t h e  outcome of  
t h e  case. 



Cottonwood ( r eques t  o f  approx imate ly  $78,000, 2,199 customers):  
Even though Cottonwood Water Works f i l e d  i t s  a p p l i c a t i o n  on 
September 14, 1984, and t he  hea r i ng  da te  was s e t  on Ray 21, 1585, 
RUCO d i d  n o t  reques t  i n t e r v e n t i o n  u n t i l  J u l y  8, 1985, one and 
one-ha l f  weeks p r i o r  t o  t h e  hear ing .  As a  r e s u l t ,  t h e  
consu l t an t *  RUCO h i r e d  f o r  t h e  case worked i n t e n s e l y  s h o r t l y  
be fo re  t h e  h e a r i n g  t o  prepare h e r  ana l ys i s .  One day b e f o r e  t h e  
hear ing ,  Cottonwood's a t t o r n e y  took a  d e p o s i t i o n  o f  RUCO's 
consul  t a n t .  Excerpts  frorn t h e  cieposi t i o n  r e f 1  e c t  t he  e x t e n t  o f  
l a s t  m inu te  p r e p a r a t i o n  on RUCO's p a r t .  

Q. (By M r .  Smitti, company a t t o r n e y )  R i g h t  now, as o f  t h e  t ime  
we s i t  here, which i s  6:30 p.m. t o n i g h t ,  you have no 
op in i ons  and conc lus ions  t o  p resen t  t o  t h e  Ar i zona  
Corpora t ion  Commission i n  t h i s  case. I s n ' t  t h a t  t r u e ?  

A. (RUCO c o n s u l t a n t )  You a r e  c o r r e c t ,  yes.  

Q. Whatever you p resen t  t o  t h e  Ar i zona  Corpora t ion  Commission 
i s  go ing  t o  be determined between you  and y o u r  counsel 
t o n i g h t  and then presented tomorrow morning. I s n  ' t  t h a t  
t r u e ?  

A. Yes. 

0 Kacres t  ($96,953 reques t ,  1,400 customers):  Even though t h e  ACC 
approved RUCO's p a r t i c i p a t i o n  i n  t h i s  case on A p r i l  2, 1985, RUCO 
appa ren t l y  d i d  n o t  prepare most o f  i t s  case u n t i l  s h o r t l y  b e f o r e  
t h e  hear ing ,  i n  November o f  1985. On November 6, 1985, e i g h t  
days be fo re  t h e  scheauled hear ing ,  RUCO requested, and t h e  ACC 
granted, a  de lay  i n  t h e  h e a r i n g  da te  t o  November 21, 1985. 

I n  p a r t ,  l a s t  minute p r e p a r a t i o n  nay have r e s u l t e d  i n  numerous 
e r r o r s  i n  RUCO e x h i b i t s  and test imony.  For  example, d u r i n g  one 
p o r t i o n  o f  t h e  hear ing ,  RUCO's a t t o r n e y  and w i t ness  used h e a r i n g  
t ime  t o  r e c a l c u l a t e  f i g u r e s  t o  determine what a  number shou ld  
have been. I n  a d d i t i o n ,  RUCO's w i t ness  r e l i e d  on ACC s t a f f  
work ing  papers f o r  he r  a n a l y s i s  w i t h o u t  d i scuss ing  t h e  
j u s t i f i c a t i o n  f o r  accoun t ing  ad justments  w i  t t ~  e i  t h e r  ACC s t a f f  o r  
t h e  company. S ince RUCO wi thdrew i t s  tes t imony and e x h i b i t s  
b e f o r e  t h e  hea r i ng  ended, RUCO's p a r t i c i p a t i o n  r e s u l t e d  i n  
l i m i t e d  impac t  on t h e  outcome o f  t h e  case. 

Inadequate p r e p a r a t i o n  pro longs h e a r i r ~ g s  and inc reases  c o s t s  - Inadequate 

case p r e p a r a t i o n  on RUCO's p a r t  has n o t  o n l y  pro longed hear ings  b u t  has 

a l s o  inc reased  cos ts .  As s t a t e d  p rev i ous l y ,  KUCG has developed many o f  

i t s  sma l l e r  cases l a r g e l y  th rough  cross-examinat ion.  Not o n l y  i s  i t  more 

d i f f i c u l t  t o  o b t a i n  i n f o r m a t i o n  frorn opposing witnesses, b u t  i t  takes 

* Th i s  person was subsequent ly h i r e d  by R l j C O  as a  permanent employee. 



longer .  I n  a d d i t i o n ,  p repa r i ng  s h o r t l y  b e f o r e  t h e  hea r i ng  may p ro l ong  

hear ings  because a d d i t i o n a l  t ime  may be needed t o  c l a r i f y  h a s t i l y  prepared 

e x h i b i t s .  Fo r  example, RUCO's p a r t i c i p a t i o n  i n  t h e  Racres t  case i n v o l v e d  

40 pe rcen t  o f  t h e  t r a n s c r i p t  l eng th .  I n  a d d i t i o n ,  s i g n i f i c a n t  added c o s t s  

were i n c u r r e d :  t h e  company's consul  t a n t s  es t ima ted  t h a t  they expended an 

a d d i t i o n a l  $1 5,000 as a  d i r e c t  r e s u l t  o f  RUCOis p a r t i c i p a t i o n .  Because 

companies may 1  e g i  t i m a t e l y  pass h e a r i n g  c o s t s  on t o  ra tepayers ,  inadequate 

p r e p a r a t i o n  on RUCO's p a r t  may have a c t u a l l y  inc reased  c o s t s  t o  

r e s i d e n t i a l  consumers. 

I n  o t h e r  cases, t h e  Commission may n o t  have even he1 d  a  hea r i ng  Mere i t  

n o t  f o r  RUCOis d e c i s i o n  t o  in te rvene .  The Commission may dispense w i t h  a  

h e a r i n g  whenever company gross revenues based on proposed r a t e s  a r e  below 

$250,000. However, t h e  Commi s s i  on usual l y  dispenses w i t h  a  h e a r i n g  f o r  

companies w i t h  gross revenues 1  ess than $50,000, un l  ess RUCO reques ts  

p a r t i c i p a t i o n .  RUCO has reques ted  p a r t i c i p a t i o n  i n  seven r a t e  cases i n  

wt i ich  companies had gross revenues o f  l e s s  than  $250,000 a t  t h e  t ime  o f  

a p p l i c a t i o n .  Four o f  t h e  seven had gross revenues o f  l e s s  than  $50,000. 

P a r t l y  because o f  inadequate p repara t ion ,  i n  o n l y  one o f  t he  seven cases 

d i d  RUCO have any impact.  

To I m ~ r o v e  Case P reua ra t i on .  RUCO Needs 
To l i m i t  I t s  Work Load. P r i o r i t i z e  I t s  . -  - - - -  -. - .  

Work And Per form idore On-Site 2eviews 

RUCO shou ld  1  i m i t  i t s  work load ,  p r i o r i t i z e  i t s  work and conduct more 

o n - s i t e  rev iews t o  improve t h e  p r e p a r a t i o n  o f  i t s  cases. RUCO s i iou ld  

rev iew and p r i o r i t i z e  upcoming cases so s u f f i c i e n t  resources a re  d l l o c a t e a  

t o  t h e  most impo r tan t  cases. I n  a d d i t i o n ,  RUCO needs t o  l i m i t  t h e  number 

o f  i s sues  i t  works on t o  a1 1  ow s t a f f  and consul  t a n t s  t o  perforr11 aaequate 

analyses. Furthermore, RUCO shou ld  perform more o n - s i t e  company rev iews 

t o  i nc rease  t h e  qua1 i t y  o f  t h e  i n f o r m a t i o n  i t  ge ts  ana t h e  e f f i c i e n c y  by 

which i t  o b t a i n s  i t s  i n f o rma t i on .  

RUCO shou ld  rev iew and p r i o r i t i z e  upconring cases - RUCO should  r e c j ~ l a r l y  

r ev i ew  and p r i o r i t i z e  upcoming cases so i t  can d i r e c t  l i m i  t e d  resources t o  

t h e  most i m p o r t a n t  cases. A l though t h e  kCC and consunler advocacy agencies 



i n  other s t a t e s  plan fo r  and p r i o r i t i z e  t h e i r  cases, RUCO does not 

adequately p r i o r i t i z e  i t s  upcoming cases. RUCO shoul d establ  i  sh a system 

fo r  p r i o r i t i z i ng  cases t o  1 imit  par t ic ipat ion t o  cases w e r e  i t s  impact 

wil l  be greates t .  

RUCO does not adequately p r i o r i t i z e  upcoming cases. The Arizona 

Corporation Commission regulates nearly 500 u t i l  i  ty companies. Util i  t y  

companies may f i l e  a r a t e  request with the  Commission a t  any time. Large 

companies have f i l e d  requests  a t  l e a s t  year ly  in recent  years ,  and smaller 

companies f i  1 e 1 ess  frequently. RUCO routinely par t i c ipa tes  i n  a1 1 cases 

involving 1 arger companies, and becomes involved in numerous small cases 

a t  consumer request. RUCO's Director has s t a ted  t n a t  the Office ri~ust 

remain f l ex ib le  because of the dynamic nature of the regulatory 

environment. As a r e s u l t ,  however, RUCO may become involved in more cases 

than i t s  resources allow, and consequently, may spend inadequate time and 

resources preparing fo r  cases t h a t  may have the greates t  impact on 

res ident ia l  consumers. For example, RUCO's Director s t a t ed  t h a t  s ince she 

has a1 ready obl i gated al  1 monies f o r  professional and outsiae services,  

she has no funds l e f t  in f i sca l  year 1985-86 t o  h i re  a consultant  f o r  a 

major case involving tlountain Bell l a t e r  i n  1486. 

In comparison, Auditor General s t a f f  i  denti f i ed  several consumer iidvocacy 

agencies i n  o ther  s t a t e s  r~ i t t l  systems for  case se lect ion.  For example, 

South Carol ina s e l ec t s  cases f o r  intervention through a case sel ect ion 

report  on each docketed case. South Carol ina ' s  form considers such issues 

a s  the chances of winning the  issue ,  the frequency of r a t e  requests and 

agency case load const ra ints .  Ohio a l so  uses a form (among other 

considerat ions) f o r  p r i o r i t i z i ng  small e r  cases. Ohi 0's form considers 

fac to rs  such as  the number of customers the case a f f ec t s ,  the do l la r  

amount invol ved and schedul ing information. A t h i  rd s t a t e ,  i\ievada, 

performs case planning and xork load scheduling weekly, quarterly and 

annually. The weekly planning and work load scheduling allows the agency 

t o  deal with the uncer ta int ies  of the r e g u l a t ~ r y  environment. Cases 

selected fo r  intervention a re  p r io r i t i zed ,  based primarily on the number 

of people and do l la r s  involved, and then integrated in to  the b~ork load 

schedul e. 



The ACC a l s o  performs r o u t i n e  p l ann ing  and schedu l ing  i n  t h i s  dynamic 

r egu l  a t o r y  environment. The ACC performs 1 ong-term work 1 oad p l  anning by 

c o n t a c t i n g  l a r g e  u t i l i t y  companies t o  a s c e r t a i n  whether and when they  w i l l  

be f i l i n g  r a t e  reques ts  f o r  t h e  upcoming f i s c a l  year .  The ACC a l s o  

o b t a i n s  es t ima tes  o f  t h e  amount companies p l an  t o  r e q u e s t  and uses t h i s  

i n f o r m a t i o n  t o  j u s t i f y  i t s  reques ts  f o r  consul  t a n t  funding. I n  a d d i t i o n ,  

ACC s t a f f  c o n t a c t  company o f f i c i a l s  throughout  t h e  yea r  t o  update i t s  

i n f o rma t i on .  ACC s t a f f  managers s a i d  t hey  would share t h i s  i n f o r m a t i o n  

w i t h  RUCO a t  i t s  reques t .  

To use i t s  resources most e f f e c t i v e l y ,  RUCO shou ld  e s t a b l i s h  a system f o r  

p r i o r i t i z i n g  cases and l i m i t  p a r t i c i p a t i o n  t o  cases i n  which i t  w i l l  have 

t he  g r e a t e s t  impact.  The Center  f o r  Law i n  t h e  P u b l i c  I n t e r e s t ,  

cons idered by many t o  have been a successful i n t e r v e n o r  i n  s p i t e  o f  

1 i m i  t e d  resources,  has recogn ized  i t s  resource c o n s t r a i n t s  and avoided 

work ing  on i ssues  t h a t  exceed i t s  resource c a p a b i l i t i e s .  The Ohio 

Consumer's Counsel, one o f  t h e  n a t i o n ' s  l a r g e s t  s t a t e  u t i l i t y  consumer 

advocacy agencies, s i m i l a r l y  recogn izes  i t s  resource  c o n s t r a i n t s  and has a 

system f o r  de te rmin ing  t h e  importance o f  each case. RUCO's resources a re  

a l s o  l i m i t e d .  Using resources most e f f e c t i v e l y  would  r e q u i r e  RUCO t o  

p r i o r i t i z e  cases and 1 i r n i t  p a r t i c i p a t i o n  t o  cases i n  w t ~ i c h  i t  i s  1 i k e l y  t o  

have a s i g n i f i c a n t  impact.  

I n  cases i n  which RUCO's f u l l  p a r t i c i p a t i o n  cannot  be j u s t i f i e d ,  l e s s  

c o s t l y  and l e s s  t irne consuming o p t i o n s  a r e  a v a i l a b l e .  Where appl  i c a b l  e, 

RUCO shou ld  cons ider  p a r t i c i p a t i n g  i n  o n l y  c r i t i c a l  p o r t i o n s  o f  a case, 

and s t i p u l a t i n g *  t o  t h e  f a c t s  o f  a case ( i n  accordance w i t h  Commission 

r u l e s  and r e g u l a t i o n s )  t o  decrease hea r i ng  costs .  For  i ssues  o f  general 

* A s t i p u l a t i o n  i s  an agreement o r  concession made by  p a r t i e s  i n  a 
j u d i c i a l  proceeding r e l a t i n g  t o  a m a t t e r  be fo re  t h e  c o u r t  ( o r  i n  t h i s  
case, t h e  Commission). 



concern, RUCO should  cons ide r  b r i n g i n g  i ssues  t o  t h e  Commission through 

workshops t h e  Commission h o l d s  weekly t o  d iscuss  p o l i c y  issues,  gener i c  

hear ings,* o r  i n f o rma l  conversa t ions  w i t h  Commissioners** o r  Commission 

s t a f f .  

RUCO shou ld  1  i m i t  i ssues  - RUCO should  a1 so be more s e l e c t i v e  about t h e  

i ssues  i t  b r i n g s  b e f o r e  t h e  Commission. RUCO has shown an i n c r e a s i n g  

tendency t o  cover  many issues.  However, a t t e m p t i n g  t o  p resen t  t o o  nrany 

i s sues  may decrease RUCO's impac t  on Commission dec is ions .  

RUCO's tendency t o  address many i ssues  i n  l a r g e  and complex cases has 

inc reased  as t h e  O f f i c e  has matured. Accord ing t o  RUCO's D i r e c t o r ,  

f o rme r l y  t h e  O f f i c e  r e 1  i e d  m a i n l y  on i t s  consul  t a n t s  t o  dec ide what t o p i c s  

t o  analyze i n  a  case. However, as RUCO has ga ined more exper ience, i t s  

own s t a f f  has p layed  a  g r e a t e r  r o l e  i n  d e c i d i n g  what RUCO w i l l  s tudy. The 

i n c r e a s i n g  number o f  i s sues  RUCO has t r i e d  t o  address i s  r e f l e c t e d  by  i t s  

e f f o r t s  i n  t h e  most r e c e n t  APS and Mountain Be1 1  cases. The Nounta in  Eel 1  

o p i n i o n  and o rde r  i n d i c a t e s  t h a t  RUCO b rough t  up 16 issues.  By 

comparison, t h e  14 o t h e r  i n t e r v e n o r s  averaged l e s s  than f o u r  i ssues  per  

i n t e r veno r .  For  example, t h e  City o f  Tucson s e l e c t e d  t h r e e  i ssues  t o  

p resen t  b e f o r e  t h e  Commission. 

RUCO's ex tens i ve  invo lvement  i n  cases may be r e f l e c t e d  i n  t h e  voluminous 

da ta  reques ts  i t  submits. We rev iewed da ta  reques ts  submi t ted  by  RUCO and 

o t h e r  p a r t i e s  r e1  a t i n g  t o  a  r e c e n t  APS case, as shown i n  Tab1 e  4. 

* Tne Commission ho lds  gener ic  hear ings  t o  d iscuss  general i ssues  
a f f e c t i n g  more than  one company. 

** I n  accordance w i t h  ex ~ a r t e  r u l es .  



TABLE 4  

DATA REQUESTS AND QUESTIONS SUBMITTED TO APS 
THROUGH FEBRUARY 20, 1986 (DOCKET NO. 1345-85-1 56 )  

P a r t i c i p a n t  Data Requests Ques t ions  

RUCO 3  7 
ACC s t a f f  and c o n s u l t a n t s  3 1  
Coal i t i o n  f o r  Responsible Energy Educat ion 10 
Department o f  Defense 5 
Southwest Gas 2  
Assoc ia t i on  o f  I n d u s t r i e s ,  e t  a l .  4 

Source: Data requests ,  A r i zona  P u b l i c  Serv ice  Cor~ipany. 

As t h e  Table shows, RUCO submi t ted  more da ta  reques ts  than any o t h e r  

p a r t y .  The number o f  ques t ions  RUCO asked exceeded even those o f  ACC 

s t a f f  and consul  t an t s ,  who p resen t  t h e  most comprehensive case. Indeed, 

RUCO asked over  400 more ques t ions  than  a l l  o t h e r  p a r t i e s  combined. 

However, a t t emp t i ng  t o  l o o k  a t  t o o  many i ssues  may decrease RUCO's 

e f fec t i veness .  I n  develop ing a  case, RUCO may expand some issues  ; ~ h i l e  

adding o t h e r  new issues.  I n  p a r t ,  cove r i ng  many i ssues  nay decrease 

e f fec t i veness  because i t  preven ts  RUCO f rom focus ing  on s p e c i f i c  i ssues  

u n t i l  l a t e r  i n  t h e  process. As a  r e s u l t ,  s t a f f  and consu l t an t s  may have 

much l e s s  t ime  t o  analyze s p e c i f i c  i ssues  i n  depth.  Cover ins many i ssues  

may a lso ,  i n  and o f  i t s e l f ,  l i m i t  RUCO's e f f ec t i veness .  RUCC's 

c o n s u l t a n t  f o r  t h e  Plountain B e l l  case adaressed bo th  expanding and 

a d d i t i o n  o f  i ssues  i n  a  March 13, 1985, l e t t e r  t o  RUCO's D i r e c t o r .  The 

l e t t e r ,  w r i t t e n  o n l y  two months before t t le  dead l i ne  ( a t  che t in ie )  f o r  

f i l i n g  RUCO's tes t imony,  responded t o  d i scuss ion  w i t h i n  RUCO t o  have t h e  

consul  t i n g  f i r m  s tudy  a d d i t i o n a l  issues.  

. . . Lie would c e r t a i n l y  be w i l l i n g  t o  do 
[more l  . . . b u t  I do n o t  recommend it. . . . It has 
been b u r  exper ience t h a t  t h e  l a r g e r  t h e  number o f  
i s sues  be ina  debated i n  a  r a t e  case, t h e  lower  t h e  
p o s s i b i l i t y  o f  w inn ing  any one issue.  We a re  a l r eady  
recommending t h a t  RUCO pursue numerous s p e c i f i c  i ssues  
which a r e  ve ry  t e c h n i c a l .  As a  r e s u l t ,  ou r  tes t imony 
w i l l  be long,  and h i g h l y  t e c h n i c a l ,  even w i t h o u t  add ing  
any a d d i t i o n a l  issues.  . . . As you may r e c a l l  , we have 



already expanded the scope of your testimony f a r  beyond 
t h a t  e n v ~  s ~ o n e a  i n our RFP and our 
proposal . . . . Accoraingly , I reconimend t ha t  no 
additional i ssues  be added. . . ." (emphasis added) 

On-site review leads to  be t t e r  inforrcation - Unaer ce r ta in  circumstances 

on-si t e  review would allow RUCO to  c o l l e c t  more accurate and complete 

information more e f f i c i en t l y .  A1 though a1 1 nine s t a t e s  contacted by 

Auditor General s t a f f  use data requests as t h e i r  primary information 

source, seven of the s t a t e s  routinely use on-si te  review to  supplement 

information for  cases. An o f f i c i a l  a t  New Mexico's u t i l i t y  consumer 

advocacy agency s ta ted  t h a t  the agency has begun t o  develop re la t ionships  

with the company because of time const ra ints  on a hearing. Florida takes 

i t s  depositions a t  company of f i ces  and may a t  t h a t  time a l so  conduct an 

on-si te review of the company's books. Use of on-si te  review i n  Nevada i s  
second only t o  i t s  use of data requests. Pennsylvania v i s i t s  the company 

i n  par t icular ly  complex cases. In addit ion,  Ohio and Arkansas a l s o  

regularly use on-si te  review. In con t ras t ,  R U C O  r a re ly  conducts on-si te  

reviews of a company or  company documents. A t  present ,  RUCO re1 i e s  alnios t 

exclusively on company writ ten responses t o  data requests ,  company f i l  irlgs 

a t  the Commission and depositions to develop i t s  case. Although R U C G  

s t a f f  c i t ed  various reasons fo r  not using t h i s  niethod, on-si te  review 

would allow RUCO to  c o l l e c t  more complete and higher qua1 i t y  information 

more e f f i c i en t l y .  

e Some RUCO s t a f f  s t a ted  t h a t  current  rriethods a r e  superior or 
adequate. However, current  methods re ly  largely  on what a 
company repor ts ,  whereas on-si t e  review would a1 low RUCG to  
determine i n  some cases whether t h a t  information i s  
complete. For example, according to i t s  d i rec to r ,  New 
Mexico's consumer advocate has ac t ively  developed 
re1 at ionships wi t h  companies and thereby has improved the 
content of i t s  information. 

e One RUCO employee s ta ted  t h a t  RUCO saves time by not having 
t o  v i s i t  companies i n  person. However, on-si te  reviews 
would allow RUCO t o  save tinie by obtair~iriy information more 
e f f i c i en t l y .  RUCG develops i t s  l a rger  and more complex 
cases using data requests ,  t o  which tile company must p r o v i ~ e  
a writ ten response within a reasonable time. For example, 
in the current  APS case the company ( a s  well as other 
pa r t i e s )  has ten working days t o  respond t o  a data request.  
RUCO1s data requests in the most recent  APS case contained 



f rom two t o  243 ques t ions  per  request ,  f o r  an average o f  34 
ques t ions  pe r  request .  Wi thout  v i  s i t i n g  t h e  company, 
however, RUCO can f o l l o w  up on responses o n l y  by  s u b m i t t i n g  
another  da ta  request .  I n  t h e  c u r r e n t  APS case t h i s  means t h e  
company w i l l  have ano ther  t e n  days t o  respona. Fol low-up nay 
be needed because RUCO may have a d d i t i o n a l  ques t ions  o r  
because t h e  company m i  sunderstood t h e  quest ion,  gave an 
incompl e t e  response, o r  cons i  ders  t h e  reques ted  i n f o r m a t i o n  
voluminous o r  c o n f i d e n t i a l .  Fo l1  ow-up cou l  d  occur  more 
q u i c k l y  th rough  an o n - s i t e  v i s i t ,  because RUCO would n o t  have 
t o  w a i t  days mere ly  t o  d iscover ,  f o r  example, t h a t  t he  
i n f o r m a t i o n  i s  voluminous o r  t h a t  t he  company misunderstood 
t h e  quest ion.  

e Some RUCO s t a f f  b e l i e v e d  i t  was i l l e g a l  o r  u n e t h i c a l  t o  
c o n t a c t  a  company d i r e c t l y  w i t h o u t  p r i o r  permission. 
However, RUCO may reques t  an o n - s i t e  r ev i ew  through a  data 
request .  I n  t h e  even t  t h a t  RUCO cannot o b t a i n  permiss ion t o  
conduct o n - s i t e  reviews, RUCO c o u l d  f i l e  a  mot ion request inc j  
t h a t  t h e  h e a r i n g  o f f i c e r  d i r e c t  company o f f i c i a l s  t o  open i t s  
r eco rds  t o  KUCO alld a1 1  ow RUCO on-s i  t e  t o  conuuct  r ev i eus .  

CONCLUSIONS 

EUCO coul  d  i nc rease  i t s  case e f f e c t i v e n e s s .  F;UCO's f u n c t i o n  i s  impo r tan t  

and necessary. Al though RUCO has been e f f e c t i v e  i n  some cases, i t  has had 

l i t t l e  impact  i n  many cases. RUCO's e f f e c t i v e n e s s  has been impa i red  

because o f  poor case p repara t ion .  I n  a d d i t i o n ,  RUCO shou ld  l i m i t  i t s  work 

l o a d  and p r i o r i t i z e  i t s  work. 

1. RUCO should  develop a  more accura te  method o f  e v a l u a t i n g  i t s  

e f f e c t i v e n e s s  i n  case i n t e r v e n t i o n .  

2. RUCO shou ld  develop a  system f o r  de te rmin ing  whether i t s  p a r t i c i p a t i o n  

i s  war ran ted  so resources can be d i r e c t e d  t o  cases on which i t  i s  

1  i k e l y  t o  have t h e  most s i g n i f i c a n t  impact. 

3. RUCO shou ld  develop a  method t o  p r i o r i t i z e  those cases and i s sues  

w i t t i i n  cases i n  which p a r t i c i p a t i o n  i s  j u s t i f i e d .  RUCO shou ld  

a c t i v e l y  p a r t i c i p a t e  o n l y  i n  h i ghe r  p r i o r i t y  cases o r  issues t h a t  

a v a i l a b l e  t ime,  resources and s t a f f  can hanale.  



4. For  lower  p r i o r i t y  cases o r  issues, RUCC shou ld  cons ider  l e s s  t ime  

consuming o r  l e s s  c o s t l y  ways o f  address ing  i t s  concerns. When 

concern i s  over  a  po l  i c y  i s sue  o r  o t h e r  general  i ssue ,  RUCO shou ld  

cons ider  b r i n g i n g  these i ssues  t o  Commission a t t e n t i o n  th rough  

workshops, i n f o rma l  d iscuss ions  w i t h  Comn~issioners o r  ACC s t a f f ,  o r  a  

gener i c  docket. When an i s s u e  i s  case s p e c i f i c ,  RUCO shou ld  cons ide r  

1  i m i  t i n g  p a r t i c i p a t i o n  t o  c r i t i c a l  p o r t i o n s  o f  t h e  hear ing ,  o r  a t tempt  

t o  s t i p u l a t e  t o  f a c t s  o f  a  case. 

5. When RUCO does a c t i v e l y  in te rvene ,  RUCO shou ld  inc rease  i t s  

p r o b a b i l  i ty f o r  success by: 

a. S e l e c t i n g  i ssues  f o r  a n a l y s i s  i n  which RUCC i s  l i k e l y  t o  

have a s i g n i f i c a n t  impact,  and ga the r i ng  evidence t o  

persuaae i t s  audience. 

b. I d e n t i f y i n g  i ssues  e a r l y  i n  t h e  process, and l i m i t i n g  

subsequent work and a n a l y s i s  t o  those i ssues .  

c .  Performing more f r equen t  o n - s i t e  r ev i ew  and i n s p e c t i o n  o f  

companies as needed t o  o b t a i n  more accura te  and 

con~prehensive i n f o rma t i on .  

d. Using d i r e c t  tes t imony more f r e q u e n t l y .  



FINDING I 1  

RESICENTIAL CONSUI.1ER UTILITY OFFICE COULG IltlPROVE ITS  LEGAL WRITIhG TO 

INCREASE IMPACT 

The Res iden t i a l  Consumer U t i l i t y  O f f i c e  (RUCO) c o u l d  have a  g r e a t e r  i i i ~ p a c t  

on case outcomes by s t r eng then ing  i t s  l e g a l  work. RUCO c o u l d  make i t s  

1  egal w r i t i n g  more persuas ive  by improv ing  t h e  o rgan i za t i on ,  c l a r i t y  and 

conciseness o f  i t s  documents. I n  a d d i t i o n ,  RUCO c o u l d  improve t h e  

s u b s t a n t i v e  c o n t e n t  o f  i t s  documents. 

Backaround 

Ciell w r i t t e n  l e g a l  arguments can i n f l u e n c e  case outcomes. P a r t i e s  t o  a  

case submi t  w r i t t e n  1 egal  arguments t o  t h e  Ar i zona  Co rpo ra t i  on Commission 

(ACC) under c e r t a i n  c i rcumstances. For  exarnpl e, a f t e r  a  hear ' ing o f f i c e r  

i s sues  a  recommended o p i n i o n  and o rder ,  p a r t i e s  can t ry  t o  change t h e  

Conmi s s i  on ' s  d e c i s i o n  by w r i t i n g  excep t ions  t o  t h e  recommenaed order .  

S ince t h e  Commission has f i n a l  dec i  s ion-making power, pe r suas i ve l y  w r i t t e n  

excep t ions  can change p o r t i o n s  of t h e  f i n a l  o rder .  Ttie C o ~ n i i s s i o n  may 

a l s o  ask p a r t i e s  t o  submi t  b r i e f s  a t  t h e  beg inn ing  o r  end o f  major  cases 

t o  summarize arguments t h a t  they  have b rough t  o r  w i l l  b r i n y  f o r t h .  Since 

b r i e f s  shou ld  c o n c i s e l y  summarize a  p a r t y ' s  major  arguments and when 

app rop r i a t e ,  r e b u t  opposing arguments, they  can a l s o  a f f e c t  Commission 

dec is ions .  I n  a d d i t i o n ,  because Commissioners a re  n o t  a t  a l l  hea r i ngs  a t  

a l l  t imes, b r i e f s  and excep t ions  may a l s o  a s s i s t  t he  Commission i n  

unders tanding complex cases. 

Persuasiveness i s  even more impo r tan t  f o r  documents submi t ted  i n  c o u r t  

ac t i ons .  S ince t h e  c o u r t  does n o t  have p r i o r  f a m i l i a r i t y  w i t h  Commission 

cases, i t  must base i t s  dec i s i on  t o  proceed ma in l y  on t h e  d o c ~ r ~ ~ e n t s  

submi t ted  b e f o r e  it. RUCO has submi t ted  l e g a l  documents i n  fou r  c o u r t  

a c t i o n s  a g a i n s t  t h e  Commission, ana has sougtlt  c o u r t  a c t i o n  i n  t h r e e  cases 

f i l e d  w i t h  t h e  Maricopa County Super io r  Cour t  and i n  one Spec ia l  A c t i o n  

f i l e d  w i t h  t h e  Ar i zona  Supreme Cour t .  



Because o f  t h e  p o t e n t i a l  impac t  o f  RUCO's l e g a l  documents, we h i r e d  two 

consul  t a n t s ,  work ing  independent l y  o f  one another ,  t o  eva l  u a t e  t h e  qua1 i ty 

and persuasiveness o f  RUCO's l e g a l  w r i t i n g .  Both consu l t an t s  a re  

p ro fesso rs  o f  l a w  a t  Ar izona S t a t e  U n i v e r s i t y  and were recommended f o r  

t h e i r  e x p e r t i s e  i n  l e g a l  w r i t i n g .  (Copies o f  t h e  c o n s u l t a n t s '  r e p o r t s  and 

resumes a re  a v a i l a b l e  upon request .  ) 

The consul  t a n t s  rev iewed 1 egal  w r i t i n g  RUCO had submi t ted  be fo re  t he  

Commission and t h e  cour ts .  Both consu l t an t s  rev iewed t h r e e  samples o f  

l e g a l  w r i t i n g  t h a t  RUCO submi t ted  t o  t h e  Commission i n  t h e  most r e c e n t  

Mountain B e l l  and Ar izona P u b l i c  Se rv i ce  (APS) general  r a t e  cases: i t s  

opening b r i e f  ( i n i t i a l  pos t -hear ing  b r i e f )  and r e p l y  i n  a  1985 C~ountain 

B e l l  case, and w r i t t e n  excep t ions  t o  a  recommended o p i n i o n  and o rde r  i n  a 

1984 APS general  r a t e  case.* The consu l t an t s  a l s o  rev iewed RUCO documents 

f rom two c o u r t  cases: a  RUCO case f i l e d  be fo re  Maricopa County Super io r  

Cou r t  r e l a t e d  t o  a  Commission dec i s i on  i n  a  1984 Southwest Gas case, dnd 

RUCO's Spec ia l  Ac t i on  f i l e d  b e f o r e  t h e  Ar izona Supreme Cou r t  r ega rd i ng  t h e  

Commission's d e c i s i o n  i n  a  1985 APS f u e l  a d j u s t o r  case. 

RUCO Could Improve 
I t s  Legal Wri ti rig 

RUCO cou l  d  inc rease  i t s  persuasiveness and e f f e c t i v e n e s s  by improv ing i t s  

1  egal  w r i t i n g  i n  severa l  areas. 

Persuasiveness o f  arguments - Both consu l t an t s  noted p r o ~ l e n s  w i t h  

persuasiveness i n  RUCO documents t h e y  reviewed. One c o n s u l t a n t  f e l t  t h a t  

t h e  "a lmos t  n e u t r a l "  fo rmat  o f  RUCO's i n i t i a l  pos t -hear ing  b r i e f  f o r  t i l e  

Mountain B e l l  case ( r e s u l t i n g  f rom RUCO's d e c i s i o n  t o  w r i t e  an execu t i ve  

sumrflary o f  i t s  p o s i t i o n s  i n  l i e u  o f  a  t r a d i t i o n a l  b r i e f )  rendered i t  

i n e f f e c t i v e .  The o t h e r  c o n s u l t a n t  f e l  t t h a t  problems ex i s t ed ,  even 

w i t h o u t  cons ide r i ng  whether RUCO' s  dec i s i on  n o t  t o  w r i t e  a  t r a d i t i o n a l  

b r i e f  "makes sense. " Both consul  t a n t s  p o i n t e d  o u t  t h a t  RUCO's arguments 

* Th i s  was t h e  most c u r r e n t  APS general  r a t e  case i n  which t he  
Commission had i s sued  a f i n a l  o p i n i o n  and o rder .  



were n o t  c l e a r l y  ev iden t ,  e i t h e r  a t  t h e  beg inn ing  o r  i n  each s e c t i o n  o f  

t h e  b r i e f .  Both consu l t an t s  a l s o  had concerns w i t h  one o f  RUCO's 

arguments i n  t he  APS case. RUCO wanted t h e  Commission t o  award a t t o r n e y  

fees and cos t s  f o r  work Ar izona Corpora t ion  Commission s t a f f  and o t h e r  

i n t e r v e n o r s  ( i n c l u d i n g  RUCO) had completed on i s sues  t h a t  APS subsequent ly 

wi thdrew f rom t h e  case. The consu l t an t s  concl  uded t h a t  RUCO's argument 

was n o t  o n l y  i n e f f e c t i v e  and unc lear ,  b u t  d i d  n o t  focus on t h e  c r i t i c a l  

i s sue  o f  whether t h e  Commission was a u t h o r i z e d  t o  make such an award. 

Indeed, t h e  Commission dec i s i on  s ta ted ,  ". . . The power t o  

award . . . a t t o r n e y s '  fees  i s  an i n h e r e n t  j u d i c i a l  power which can o n l y  

be c o n f e r r e d  . . . by s p e c i f i c  l e g i s l a t i v e  o r  c o n s t i t u t i o n a l  enactment. 

Therefore,  RUCO's mot ion  . . . w i l l  be denied." 

Organ iza t ion  and use o f  t r a n s i t i o n s  - Organ iza t ion  problems appeared 

th roughou t  bo th  Plountain B e l l  and APS b r i e f s .  For  example, b o t h  

c o n s u l t a n t s  s t a t e d  t h a t  RUCO c o u l d  have improved i t s  excep t ions  i n  t h e  BPS 

case and i t s  i n i t i a l  pos t -hear ing  b r i e f  i n  t h e  Mountain B e l l  case if i t  

had summarized i t s  arguments a t  t h e  ou t se t .  

Organ iza t ion  i s  e s p e c i a l l y  i m p o r t a n t  i n  l o n g  documents and t e c h n i c a l  

argurnents. RUCO' s  i n i t i a l  pos t -hear ing  b r i e f  i n  t h e  blountain Lie1 l case 

was 59 pages long,* exc l ud ing  33 pages o f  appendices, and summarized d 

h i g h l y  t echn i ca l  case i n  which t r a n s c r i p t s  were more than 6,000 pages i n  

l eng th .  One c o n s u l t a n t  no ted  t h a t  he tended t o  " l o s e  s i g h t  o f  t h e  f o r e s t  

f o r  t h e  t r e e s "  w h i l e  r ead ing  t h e  pos t -hear ing  b r i e f .  The o t h e r  c i t e d  

paragraphs t h a t  " s t r i n g  one a f t e r  t h e  o t h e r  w i t h o u t  any conc lus ions. "  

Inadequate c i t a t i o n s ,  and e r r o r s  i n  gramnlar, t y p i n s  and punc tua t i on  - Both 

consu l t an t s  no ted  inadequate c i t a t i o n s  t o  t h e  r e c o r d  and o t h e r  e r r o r s  i n  

t y p i n g  and grammar. For  example, i n  one b r i e f  t he  c o n s u l t a n t  showed t h a t  

RUCO quoted test imony w i t h o u t  c i t i n g  t o  t h e  r e c o r d  and ment ioned a  case 

w i t h o u t  c i t i n g  t o  it. I n  a d d i t i o n ,  i n  one document f i l e d  be fo re  tblaricopa 

County Super io r  Court ,  RUCO made an apparent t y p i n g  e r r o r  i n  r e f e r r i n g  t o  

* Procedura l  o rders  1  i m i  t e d  t h e  l e n g t h  o f  t h i s  b r i e f  t o  60 pages f o r  a1 1  
p a r t i e s .  



"ARS 40-454" as the legal basis  f o r  RUCO's request  f o r  a " t r i a l  de novo." 

However, Arizona Revised Sta tutes  does not contain a $40-454. RUCO was 

apparently referr ing to  A.R.S. S40-254. Because the document in which 

this e r ro r  appeared was not very long, one consultant  commented t h a t  there  

was "no excuse fo r  such sloppiness in a f i ve  page document upon whicti the 

Superior Court will judge the propriety of a t r i a l  de novo." 

Clear and concise - The consultants  found problems with c l a r i t y  and 

conciseness i n  a l l  the documents. For example, one or more of the 

documents were wordy, used the passive voice unnecessarily, or  used legal 

jargon and overly complex sentences. One consultant  s t a t ed  t h a t  a 

pa r t i cu la r  b r ie f  "d i s t r a c t s  the reader with an absent-minded s e r i e s  of 

incompl e t e  sentences. " The other consul t a n t  pointed ou t  t h a t  another 

b r ie f  "wastes time i n  developing an i r re levan t  point in a confusing 

manner. " 

In the recent  Idountai n Be1 1 case,  one Colilni ssioner expressea appreciation 

t o  a l l  b u t  one party fo r  keeping the exceptions t o  proposed Commission 

orders sho r t ,  due to  time const ra ints  on Commission review. In t h i s  

instance,  RUCO's exceptions were the  l eng th ies t  - longer than the proposed 

opinion and order t o  which i t  was responaing. 

The poor qua1 i t y  of RUCO's b r i e f s  decreases i t s  a b i l i t y  t o  persuade tile 

Commission and the courts .  A1 though sorile concerns appear ini nor \hen 

viewed individual l y ,  together they produce a negative e f f ec t .  Consul t an t s  

c i t e d  a var ie ty  of possible reasons why RUCO documents are senerally 

de f ic ien t ,  including insuf f ic ien t  ed i t ing ,  f a i l u r e  t o  read the material 

from the perspective of an outside audience, time const ra ints ,  and 

inadequate 1 egal writ ing programs i n  school. In addit ion,  RUCO at torneys 

have worked wittlout sec re ta r ia l  resources fo r  more than a year ,  aue to 

rec lass i f i ca t ion  of the R U C O  sec re ta r ia l  position. A 1 egal secre tary  has 

been approved for  the 1986-87 budget year. 

Other Concerns Characterize Legal Writing 

In addition to  concerns with writ ing and organization, other problems were 

noted in writ ten documents RUCO submitted to  the courts .  RUCO exliibi ted 



d i f f i c u l t y  in providing su f f i c i en t  grounds fo r  act ion and in following 

ru les  of procedure in a Superior Court case ,  and in es tabl ishing grounds 

i n  a Special Action before the Arizona Supreme Court. 

D i f f i cu l t i e s  in Superior Court case - R U C O  had d i f f i c u l t y  establ  ishing 

legal  grounds for  act ion and following es tabl ished ru les  of procedure in a 

Superior Court case i n  which R U C O  challenged a Commission decision i n  a 

Southwest Gas case. In t h i s  case,  RUCO's "notice of appeal" l i s t e d  f ive  

points upon which RUCO sought Court act ion.  Opposing par t i e s  argued t h a t  

RUCO f a i l ed  t o  s t a t e  any legal claims upon which the Court could a c t  and, 

therefore,  the case should be dismissed. On November 6 ,  1984, the  Court 

issued t h i s  decision. 

THE COURT FINDS t h a t  P l a i n t i f f ' s  [ R U C C 1 s l  "riotice of 
Appeal ," read in the  1 i gh t  most favorabl e to  Pl a i n t i  f f ,  
s t a t e s  one l ega l ly  Lrejcognizaole c i a i a  . . . 
P l a i n t i f f ' s  a1 1 egatioris regarding post - tes t  year CKIP, 
fu tu re  projected expenses, NAP, and tax normal iza t ion,  
f a i l  to  s t a t e  claims upon which r e l i e f  can be granted 
and are hereby dismissed. PI a i n t i f f ' s  a1 legat ions  
regarding increases i n  customer charges . . . do not 
s t a t e  a claim and a re  hereby dismisses fo r  the reason 
t h a t  P l a i n t i f f ' s  Motion for  Re-Hearing on t h i s  point 
was not su f f i c i en t l y  spec i f i c .  Instead, the  isrotion . . . 
made a vague, general reference t o  previous "b r i e f s " ,  
"arguments", and "exceptions." (emphasis aaaed) 

R U C O  a1 so twice f a i l ed  t o  follow ru les  of procedure i n  this case,  thereby 

delaying the  case and increasing costs  to other pa r t i e s .  R b C O  f i l e d  the 

original  appeal in July 1984. In May 1985 the Superior Court ordered R U C G  

t o  f i l e  ce r ta in  documents (I4otion t o  Set  and Ce r t i f i c a t e  of Reaciiness) by 

July 23, 1985, or face dismissal of the action.  On July 23, 1985, RUCO 

submitted one docurnent so labeled. Both Commission and Southwest Gas 

at torneys s t a t ed  the document did not meet the requirements of Rule V of 

the Uniform Rules of Pract ice  of the Superior Court. In separate notions,  

both par t i e s  s t a ted  t h a t  RUCO's motion was not preceded by the subinission 

of a l i s t  of witnesses and exhibi ts  as required by Rule V .  The Cour t  

found t h a t  RUCO f a i l ed  t o  comply with the ru les  and ordered R U C O  t o  f i l e  a 

proper motion by October 18, 1985. O n  t h a t  date RUCO f i l e d  another 

defective document, which :vas s t i l l  not in compliance with Rule V .  In both 



i ns tances ,  r eco rds  i n d i c a t e  t h a t  RUCO d i d  n o t  respond e a r l i e r  than t h e  day 

p r i o r  t o  t h e  dead l i ne  g iven  by  c o u r t  order .  I n  b o t h  ins tances ,  RUCO1s 

documents were de fec t i ve .  The Cou r t  d ismissed t h e  case on March 5, 1986. 

One consul  t a n  t* s ta ted :  

I f i n d  RUCO's f a i l u r e  t o  respond p r o p e r l y  t o  t h e  
C o u r t ' s  o r d e r ( s )  i n e x p l  i c a b l  e. The case has been 
pending s i nce  November 1984. The documents r e f l e c t  no 
a c t i o n  by RUCO. I f  t h e y  do n o t  i n t e n d  t o  pursue t h e  
case, they  shou ld  wi thdraw it. I f  they  i n t e n d  t o  
pursue it, they  shou ld  g e t  on w i t h  it. . . . RUCO1s 
behav io r  i s  c o s t l y  t o  t h e  Co~miss i on ,  Southwest Gas, 
and t h e  Court. . . . 

Spec ia l  a c t i o n  - RUCG's Spec ia l  A c t i o n  P e t i t i o n  was a l s o  d e f i c i e n t .  One 

o f  ou r  c o n s u l t a n t s  s t a t e d  t h a t  because t h e  Supreme Cou r t  does n o t  o f t e n  

g r a n t  a  Spec ia l  Ac t ion ,  t h e  p e t i t i o n e r  (RUCO) must conv ince t h e  Cou r t  o f  a  

compel 1  i n g  need t o  hear  t h e  case, based on s t r o n g  1  egal arguments. 

However, she p o i n t e d  o u t  t h a t  RUCO's argument focused on f a c t u a l  arguments 

more a p p r o p r i a t e l y  made t o  t h e  Commission than  t o  t h e  Cou r t  i n  a  Spec ia l  

Ac t ion .  I n  a d d i t i o n ,  RUCO based most o f  i t s  l e g a l  arguments on a  s i n g l e  

Ar i zona  Cou r t  o f  Appeals case, Scates v. A r i zona  Corpora t ion  Cornmission. 

Whether o r  n o t  t h i s  case suppor ts  RUCO1s argument,** kUCG d i d  n o t  address 

t h e  c r i t i c a l  i s s u e  o f  why t h e  Cou r t  shou ld  adop t  t h e  reason ing  o f  Scates. 

RUCO needed t o  address t h i s  i s sue  because t h e  Supreme Cou r t  o f  A r i zona  i s  

n o t  bound by dec i s i ons  o f  t h e  ( i n t e r m e d i a t e )  S t a t e  a p p e l l a t e  c o u r t .  

Subsequently, on Elovember 26, 1  985, t h e  Ar izona Suprerne Cour t  dec l  i n e d  t o  

accept  j u r i s d i c t i o n  o f  RUCO's p e t i t i o n .  

* The o t h e r  consu l t a r i t  i n d i c a t e d  t h a t  he no ted  t h i s  aspect  o f  RUCC's 
work b u t  d i d  n o t  i n c l u d e  i t  i n  h i s  r e p o r t  because he d i d  n o t  fee l  i t  
was w i t h i n  t h e  scope o f  h i s  assignment. 

** Other documents i n d i c a t e  t h a t  i t  does no t .  I n  a d d i t i o n ,  o n l y  t ~ o  
months b e f o r e  RUCG f i l e d  t h i s  case, an Ar i zona  C a p i t d l  Times a r t i c l e  
i n d i c a t e d  t h a t  RUCO's D i r e c t o r  s a i d  she would n o t  cha l l enge  t h e  
Commission's d e c i s i o n  i n  c o u r t  because i t s  a u t h o r i t y  i n  f ue l  
ad justment  cases was so c l e a r l y  es tab l  ished. 



CONCLUSIONS 

RUCO c o u l d  inc rease  i t s  e f fec t i veness  by  improv ing  i t s  l e g a l  work. RUCO 

cou ld  make i t s  l e g a l  w r i t i n g  more persuas ive by improv ing  t h e  

o rgan i za t i on ,  c l a r i t y  , and conciseness o f  i t s  documents. I n  a d d i t i o n ,  

RUCO c o u l d  improve t h e  subs tan t i ve  con ten t  o f  i t s  c o u r t  documents. 

RECGIGMENDATI ONS 

RUCO shou ld  implement t h e  f o l l o w i n g  procedures t o  improve t h e  q u a l i t y  o f  

i t s  l e g a l  work. 

1. Inc rease  t h e  i n t e r n a l  e d i t i n g  o f  b r i e f s ,  excep t ions  and o t h e r  

documents w r i t t e n  b y  i t s  a t t o rneys .  

2. I n i t i a t e  s t a f f  t r a i n i n g  t o  improve w r i t i n g  and l e g a l  s k i l l s .  

3. P lan ahead o r  mod i f y  i t s  work schedule t o  a l l o w  adequate t ime  t o  

prepare r e q u i r e d  documents. 



FINGING I11 

RESI DENTIAL UTILITY CCtiSUliER OFFICE 'S INVESTIGATI OEl OF CONSUMER COtiiPLAINTS 

IS INAPPROPRIATE 

The Residential Util i ty Consumer Office ( R U C G )  should n o t  investigate 

consumer compl aints.  RUCO's investigation of consumer complaints 

duplicates some services provided by the Consumer Services Section of the 

Arizona Corporation Commission ( A C C ) .  Moreover, the investigation of 

consumer compl aints  has 1 e f t  RUCO without needed clerical support. 

RUCO receives both written and telephone complaints asainst  u t i l i t y  

companies from residential consumers. Compl a in ts  can re1 ate  to a 

consumer's specific b i l l  ing or u t i l  i ty service problems, or t o  general 

u t i l  i ty ra te  concerns. In order t o  resolve conipl a in ts ,  f;UCO1s consumer 

service spec ia l i s t  has contacted u t i l i t y  companies or the ACC to 

investigate circumstances of corlsunler complaints, and has a1 so ~iediatea 

resolutions. Because n o t  a l l  incoming telephone ca l l s  are recorded, i t  i s  

n o t  possible t o  ascertain the exact nurnber of ca l l s  concerning various 

forms of complaints. However, review of RUCO f i l e s  shows tha t  between 

January 1985 and February 1986 RUCCi recorded approxirilately 190 telephone* 
and 140 written compl aints .  

RUCO Cup1 icates Some 
Services O f  The ACC 

RUCO1s investigation of residential consumer complaints dupl icates ,  in 

part, the e f for t s  of the Consumer Services Section of the ACC. RUCO does 

not appear t o  have authority t o  investigate complaints. Ttie Consumer 

Services Section of the ACC has jurisdiction over compl a in t  resol ution. 

Further, RUCO does n o t  need t o  resolve complaints to identify public 

concerns. 

* The number of telephone ca l l s  could be higher because 44 teleptione 
ca l l s  had no recorded date. 



RUCO 1  acks a u t h o r i t y  f o r  comp la i n t  r e s o l u t i o n  - RUCO does n o t  appear t o  

have t h e  a u t h o r i t y  t o  i n v e s t i g a t e  consumer complaints.  The 

r e s p o n s i b i l i t i e s  o f  RUCO's D i r e c t o r ,  as s e t  f o r t h  i n  Ar izona Revised 

S ta tu tes  (A.R.S. ) 540-464.A. 1, a r e  as fo l lows.  

A. The d i r e c t o r  may: 

1. Research, s tudy  and analyze r e s i d e n t i a l  u t i l  i t y  
consumer i n t e r e s t s .  

Prepare and p resen t  b r i e f s ,  arguments, proposed 
r a t e s  o r  o rde rs  and i n t e r v e n e  o r  appear on b e h a l f  
o f  r e s i d e n t i a l  u t i l  i ty consumers b e f o r e  hea r i ng  
o f f i c e r s  and t h e  c o r p o r a t i o n  commission as a p a r t y  
i n  i n t e r e s t  and a l s o  p a r t i c i p a t e  as a  p a r t y  i n  
i n t e r e s t  pu rsuan t  t o  $40-254 i n  proceedings 
r e l a t i n g  t o  r a t e  nak ing  o r  r a t e  design and 
i n v o l v i n g  pub1 i c  s e r v i c e  co rpo ra t i ons .  

3. Make and execute c o n t r a c t s  and o t h e r  ins t ruments  
as necessary t o  per fo rm h i s  du t i es .  

4. H i r e  employees as necessary t o  c a r r y  o u t  t h i s  
a r t i c l e  and c o n t r a c t  f o r  spec ia l  se r v i ces  as 
needed. 

5. Employ such a t t o r n e y s  as a re  r e q u i r e d  t o  represen t  
t h e  i n t e r e s t s  o f  r e s i d e n t i a l  u t i  1  i ty consumers. 

Accord ing  t o  a  L e g i s l a t i v e  Counc i l  memorandum dated February 24, 1986, 

RUCO's med ia t i on  o f  consumer comp la in ts  does n o t  appear t o  be au tho r i zed  

by  A.R.S. $40-464. L e g i s l a t i v e  Counci 1  f u r t h e r  no tes  t h a t  t h e  L e g i s l a t u r e  

had t h e  o p t i o n  t o  p l ace  comp la i n t  med ia t i on  a u t h o r i t y  w i t h i n  RUCO, b u t  

gave t h e  Corpora t ion  Colcrnissi on t h i s  f unc t i on .  S p e c i f i c a l l y ,  t he  

s t a t u t o r y  i n t e r p r e t a t i o n  s t a tes :  

RUCO'  s  med ia t ion  between u t i l  i ty companies and consumers 
r ega rd i ng  compla in ts  does n o t  appear t o  be a u t h o r i z e d  e i t h e r  as a  
research  f u n c t i o n  under A. k.S. $40-464, subsec t ion  A, paragraptr 
1  , as making p resen ta t i ons  be fo re  t h e  Corpora t ion  Commission 
under paragraph 2 o r  as employing a t t o r n e y s  t o  represen t  t he  
i n t e r e s t s  o f  consumers under paragraph 5. A1 so, t h i s  f u n c t i o n  
was spec i  f i c a l  l y  g iven  t o  t he  Corpora t ion  Commission u t i  1  i t i e s  
d i v i s i o n  by A.R.S. $40-110, which was enacted i n  t h e  sane measure 
wh ich  c rea ted  RUCO (Laws 1983, Chapter 308, Sec t i on  6 ) . *  

3r Fo r  t h e  complete t e x t  o f  t h e  op in ion ,  see Appendix. 



ACC has a u t h o r i t y  t o  mediate comp la in ts  - A u t h o r i t y  f o r  comp la i n t  

r e s o l u t i o n  l i e s  w i t h i n  t h e  Consumer Serv ices  Sec t i on  o f  t h e  ACC. As 

p r e v i o u s l y  noted, A.R.S. $40-110, enacted i n  t h e  same measure t h a t  

es tab l  i shed  RUCO, p l aced  r e s p o n s i b i l i t y  f o r  comp la i n t  i n v e s t i g a t i o n  w i t h i n  

t h e  u t i l i t i e s  d i v i s i o n  o f  t h e  ACC. I n  1983 t h e  L e g i s l a t u r e  es tab l  i shed  a  

Consumer Serv ices  Sec t i on  t o  " r ece i ve  and i n v e s t i g a t e  consumer compl a i n t s  

and t o  p r o v i d e  i n f o r m a t i o n  concern ing u t i l i t y  r a t e s  and r e g u l a t o r y  

proceedings o f  publ i c  s e r v i c e  c o r p o r a t i o n s  r egu l  a t e d  b y  t h e  commission. " 
The Sec t ion  employs n i n e  i n v e s t i g a t o r s ,  who handled 11,GOO consumer 

i n q u i r i e s  i n  f i s c a l  y e a r  1984-85. 

The ACC i s  b e t t e r  prepared than RUCG t o  address consunter compla in ts .  

Commission i n v e s t i g a t o r s  r e c e i v e  t r a i n i n g  i n  comp la i n t  i n v e s t i g a t i o n ,  i n  

which they  l e a r n  t o  p r o p e r l y  l o g  a  comp la in t ,  complete fo l l ow-up  r ~ i  t h  a 

u t i l  i ty company, and i n t e r p r e t  ACC r u l e s ,  r e g u l a t i o n s  and comparly 

t a r i f f s .  Conversely, R l i C G '  s  consumer spec ia l  i s t  has n o t  been t r a i n e d  i n  

u t i l  i ty comp la i n t  i n v e s t i g a t i o n .  Accord ing t o  t h e  RUCO consumer 

s p e c i a l i s t ,  she has n o t  r e c e i v e d  t r a i n i n g  on ACC r u l e s  and r e g u l a t i o n s .  

Therefore,  when a  ques t i on  has a r i s e n  rega rd i ng  t a r i f f s  o r  ACC r u l e s  and 

r e g u l a t i o n s ,  she has con tac ted  ACC s t a f f  o r  t h e  u t i l i t y  company t o  o b t a i n  

p e r t i n e n t  i n f o rma t i on .  

RUCO' s  compl a i n t  i n v o l  venlent i s  unnecessary t o  i d e n t i f y  publ  i c  concerns - 
RUCO does n o t  need t o  handle consumer comp la in ts  t o  i d e n t i f y  publ i c  

concerns. A1 though RUCO's D i r e c t o r  acknowledged t h a t  t he  ACC i s  

r espons ib l e  f o r  p rocess ing  compl a i n t s ,  she be1 i eves  t h a t  RUCO's 

invo lvement  i s  impo r tan t  t o  i d e n t i f y  p u b l i c  concerns. However, i t  i s  

ques t ionab le  whether RUCO can c o n s i s t e n t l y  i d e n t i  fy consumer concerns 

th rough  i t s  comp la i n t  process. A  rev iew o f  t i l e  comp la i n t  process found 

t h a t  thorough records  have n o t  been mainta ined.  The consumer spec ia l  i s  t 

i n d i c a t e d  t h a t  she does n o t  r e c o r d  a11 c a l l s  rece ived.  bloreover, RUCO 

cou ld  i d e n t i f y  consumer concerns through o t h e r  means, such as con t i nua l  

in formal  c o n t a c t  w i t h  ACC consumer spec ia l  i s t s  and th rough  Res iden t i a l  

U t i l i t y  Board meetings. I n  a d d i t i o n ,  when RUCO needs t o  i d e n t i f y  pub1 i c  

concerns on s p e c i f i c  r a t e  cases, i t  c o u l d  sponsor a p u b l i c  comment meet ing 

o r  a t t e n d  an ACC sponsored meet ing.  



RUCO's Director a l so  indicated,  as a reason for  addressing consumer 

concerns, t h a t  l eg i s l a t o r s  r e f e r  const i tuents  to  RUCO. However, i n  a 
review of writ ten responses t o  consumer complaints, we found t h a t  only 

three cases appeared t o  fo l l  ow a pr ior  1 egis1 a t ive  contact.  Furthermore, 

those cases of spec i f i c  consumer problems should be re fe r red  t o  the  ACC 

because of the Commission's author i ty  t o  invest igate  complaints. 

Compl a i n t  Investigation Has 
Di sul aced Needed Cl e r i ca l  Services 

Because R U C O  r ec lass i f i ed  i t s  sec re ta r ia l  position to  hand1 e consumer 

complaints, i t  lacks needed c le r ica l  support. Prior  t o  January 1985, RUCO 

had an administrat ive secretary I1 posit ion.  However, the posit ion rias 

rec lass i f i ed  t o  a consumer service  s p e c i a l i s t  i n  ear ly  1985 t o  allow RUCO 

t o  handle complaints. This rec lass i f i ca t ion  el iminated RbCO' s  only 

sec re ta r ia l  position. Because RUCO was l e f t  without sec re ta r ia l  s t a f f ,  

the s p e c i a l i s t  divides her work time between addressing consurner inquir ies  

and c le r ica l  tasks ,  a1 though her primary responsibil i t y  i s  responding to 

consumer inquir ies .  However, the special i s t  i s  unable t o  compl e t e  both 

the consuner complaints and the  c le r i ca l  tasks.  For example, a s  of flarcrl 

7 ,  1986, the s p e c i a l i s t  had a backlog of 71 written consmer complaints 

dated between January 1985 and March 1986. 

Due t o  the volume of c le r i ca l  i~ork handled by the consumer s p e c i a l i s t ,  

some c le r ica l  tasks have been delegatea t o  professional s t a f f .  The 

professional s t a f f  regularly ansliier the telephones, run errands,  type the 

f inal  d r a f t  copy of documents and photocopy materials.  In addi t ion,  some 

professional s t a f f  have done basic i;ool:keepirig data entry fo r  travel  and 

consul t a n t  expenditures. liobrever, use of these higher paid professional 

s t d f f  to  do c l e r i c a l  work i s  noL cos t  e f f i c i e n t .  

RUCO has requested a legal secretary I11 position in i t s  f i s ca l  year 

19%-87 budget. If funded, t h i s  rnay a l l ev i a t e  tile need t o  use 

professional s t a f f  fo r  cl e r i ca l  work. 



CONCLUSIOFJ 

RUCO' s i  nvesti gation of consumer conipl a in ts  dupl icates sorne services 

provided by the Consumer Service's Section of the Arizona Corporation 

Commi ssion. In addition, RUCO's handl ing of consumer complaints has 

di spl aced needed cl erical support. 

RECOMMENDATIONS 

1 .  RUCO shoul d discontinue handl ing consurner compl aints  and refer 

compl a in ts  requiring resol ution to  the Consumer Services Section of 

the ACC. 

2.  RUCO should reassign the consumer service spec ia l i s t  position to other 

duties and, i f  necessary, request reclassification of the position. 

3. RUCO should eliminate clerical responsibil i t ies frorn the work loati of 

professional s ta f f  and reassign clerical tasks to  appropriate s t a f f .  



AREA FOR FURTHER AUDIT WORK 

Du r i ng  t h e  course of our  a u d i t  we i d e n t i f i e d  a  p o t e n t i a l  i s sue  t h a t  we 

were unable t o  pursue due t o  t ime  c o n s t r a i n t s .  

0 Should t h e  Res iden t i a l  U t i l i t y  Consumer O f f i c e  (RUCO) be g ran ted  

a u t h o r i t y  t o  i n t e r v e n e  i n  t h e  Federal  u t i  1  i ty regu l  a t o r y  process? 

Some Res iden t ia l  U t i l  i ty Consumer Board members and RUCO'  s  D i r e c t o r  have 

i n d i c a t e d  t h a t  RUCO's i n t e r v e n t i o n  a t  t h e  Federal  l e v e l  o f  u t i l i t y  

r e g u l a t i o n  cou ld  have a  l a r g e  impact  on Ar izona  consumers' u t i l i t y  costs .  

According t o  an a t t o r n e y  f o r  t h e  Federal Energy Regulatory  Commission 

(FERC), t he  Commission can r e g u l a t e  from 1  t o  100 pe rcen t  o f  n a t u r a l  gas 

and o i l  i n t e r s t a t e  costs .  According t o  RUCG's D i r e c t o r ,  RUCO does n o t  

p r e s e n t l y  have t he  s t a t u t o r y  a u t h o r i t y  t o  i n t e r v e n e  i n  Federal  cases. 

However, a l l  13 o f  t h e  s t a t e  advocacy o f f i c e s  t h a t  responded t o  an A u d i t o r  

General survey have o r  a r e  p r e s e n t l y  i n t e r v e n i n g  a t  the  Federal l e v e l .  

Since 1984, Ar izona consumers have been represen ted  i n  Federal  cases by 

t h e  Ar izona Corpora t ion  Commission (ACC), accord ing  t o  ACC s t a f f .  Fu r t he r  

a u d i t  work i s  needed t o  determine what e f f e c t  RUCO would have a t  t h e  

Federal  1  eve1 and whether i t  should a1 so have i n t e r v e n t i o n  a u t h o r i t y .  
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c o s t s  a r e  c ~ e t e r , ~ ~ n e c , :  3 ;  t-72 ;a<,e~,?~l level b e f o r e  the P e 8 5 a r a i  
,- : j n e r g ) 7  S e q ~ l l a t o r y  C o . i i , ~ i  :ssj .or~ ( 7 X ? . C )  . 3 i . . i i ~ ~ ~ r l ~ r ,  a l l  : . z t l o i e sa l e  
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RESIDENTIAL UTILITY CONSUbiER BOARD 

INTRODUCTION AND BACKGROUND 

The O f f i c e  o f  t he  A u d i t o r  General has conducted a  l i m i t e d  rev iew o f  the  

Res iden t i a l  U t i l i t y  Consumer Board i n  response t o  a J u l y  26, 1985, 

r e s o l u t i o n  o f  t h e  J o i n t  L e g i s l a t i v e  Overs igh t  Committee. Th is  performance 

a u d i t  was conducted as p a r t  o f  t h e  Sunset Review s e t  f o r t h  i n  Ar izona 

Revised S ta tu tes  (A. R. S. ) §$41-2351 through 41 -2379. 

The Board was es tab l  i shed  i n  con junc t i on  w i t h  t h e  Res iden t i a l  U t i l  i ty  

Consumer O f f i ce  (RUCO) i n  1983 by Senate B i l l  1030, Chapter 308. The 

Board i s  r e q u i r e d  t o  "adv ise t h e  o f f i c e  on a l l  ma t t e r s  r e l a t i n g  t o  r a t e  

making o r  r a t e  design and i n v o l v i n g  p u b l i c  s e r v i c e  co rpo ra t i ons "  and t o  

a s s i s t  RUCO i n  p repa r i ng  i t s  budget request.  The Board may a1 so i n s t r u c t  

RUCO's D i r e c t o r  t o  wi thdraw any f i l e d  c o u r t  a c t i o n  t he  Board deems 

unnecessary. I n  a d d i t i o n ,  t h e  Board may adv ise  t he  Governor and 

L e g i s l a t u r e  on a l l  ma t t e r s  r e l a t i n g  t o  RUCO. 

The Board c o n s i s t s  o f  f i v e  members appointed by t h e  Governor, who serve 

f ive-year  terms. The Board i s  r e q u i r e d  t o  meet a t  l e a s t  r i~on th ly  anci has 

met i n  var ious  areas o f  t h e  State.  The members a r e  e l i g i b l e  t o  r e c e i v e  

compensation f o r  each day o f  ac tua l  s e r v i c e  on t he  Board, pursuant  t o  

A.R.S. 538-611. The Board's expendi tures f o r  f i s c a l  yea r  1983-84 a r e  

unavai  1  ab l  e; however, f o r  f i scal yea r  1984-85, t he  Board i n c u r r e d  

es t imated  expendi tures o f  $21 00. 

S c o ~ e  o f  A u d i t  

The scope o f  our  a u d i t  i nc l uded  a  rev iew o f  t h e  Board 's  opera t ions  and 

func t ions .  Our major  a u d i t  o b j e c t i v e  was t o  respond t o  sunset  f a c t o r s  s e t  

f o r t h  i n  A.R.S. $41 -2354.D. 

The A u d i t o r  General and s t a f f  express a p p r e c i a t i o n  t o  the  Res iden t i a l  

U t i l  i ty Consumer Board members f o r  t h e i r  coopera t ion  d u r i n g  t h e  a u d i t .  



SUNSET FACTORS 

I n  accordance w i t h  Arizona Revised Sta tu tes  (A. R. S. ) $41 -2354, the 

L e g i s l a t u r e  should consider  the  f o l l  owing 12 f a c t o r s  i n  determin ing 

whether the  Res ident ia l  U t i l  i ty Consumer Board shoul d  be cont inued o r  

terminated. 

1. Ob jec t i ve  and purpose i n  e s t a b l i s h i n g  the  Board 

The Res ident ia l  U t i l i t y  Consumer Board was es tab l i shed  t o  advise the 

Res ident ia l  U t i l  i ty Consumer O f f i c e  (RUCO) on a1 1  mat ters re1 a t i n g  t o  

r a t e  making o r  r a t e  design and i n v o l v i n g  p u b l i c  se rv i ce  corporat ions.  

The Board can a l so  i n s t r u c t  RUCO's D i r e c t o r  t o  withdraw any c o u r t  

a c t i o n  f i l e d  by the  O f f i ce .  I n  add i t ion ,  the  Board may advise the 

L e g i s l a t u r e  and Governor on a1 1  mat te rs  r e l a t i n g  t o  t h e  Office. 

2. The e f fec t i veness  w i t h  which the  Board has met i t s  ob,iective and 
purpose and the  e f f i c i e n c y  w i t h  which the  Board has operated 

The Board has genera l l y  met i t s  p rescr ibed o b j e c t i v e  and purpose. Due 

t o  t ime cons t ra in t s ,  RUCO's s t a f f  are sometimes requ i red  t o  make 

decis ions regard ing  r a t e  cases w i t h o u t  Board i npu t .  To keep members 

informed, RUCO s t a f f  ma in ta in  con tac t  w i t h  t he  Board throughout t he  

month regard ing  s i g n i f i c a n t  issues. Dur ing monthly meetings, the  s t a f f  

update the  Board as t o  t h e  ac t ions  taken on s p e c i f i c  r a t e  cases. A t  

t h a t  time, t he  Board i s  g iven the  oppo r tun i t y  t o  discuss decis ions and 

g i ve  advice as t o  f u r t h e r  a c t i o n  needed. 

3. The e x t e n t  t o  which the  Board has operated w i t h i n  the  pub1 i c  i n t e r e s t  

The Board's r o l e  i s  l i m i t e d  t o  adv i s i ng  RUCO on rate-making matters.  

To the  ex ten t  t h a t  t h e  Board advises RUCO on these mat ters,  i t  

funct ions w i t h i n  the  p u b l i c  i n t e r e s t  by promoting f a i r  u t i l i t y  r a t e s  

f o r  r e s i d e n t i a l  u t i l  i ty consumers. I n  add i t i on ,  t h e  Board has pursued 

s i g n i f i c a n t  issues beyond the  scope o f  r a t e  hearings t h a t  i r r~pact the 

r e s i d e n t i a l  consumer. For instance, one Board member has been a c t i v e  



i n  t h e  devel opment o f  L i f e l  i n e  l e g i s l a t i o n  f o r  te lephone customers. 

L i f e l  i n e  1  eg is1  a t i o n  i s  be ing  developed t o  a s s i s t  t h e  economica l ly  

disadvantaged i n  pay ing  f o r  te lephone se rv i ce .  

4. The e x t e n t  t o  which r u l e s  and r e g u l a t i o n s  promulgated by t he  Board a r e  
c o n s i s t e n t  w i t h  t he  l e g i s l a t i v e  mandate 

The Board 's  r e s p o n s i b i l  i t i e s  do n o t  i n c l u d e  t he  promul ga t i on  o f  r u l e s  

and regu l  a t i ons .  

5. The e x t e n t  t o  which t h e  Board has encourased i n ~ u t  f rom the  ~ u b l i c  
b e f o r e  ~ r o m u l a a t i n a  i t s  r u l e s  and reau la t io ; ;~  a n d ' t h e  e x t e n t  t o ' w t l i c h  
i t  has ;nformed t h e  p u b l i c  as t o  i t s  "act ions and t h e i r  expected impact  
on t h e  p u b l l c  

The Board has n o t  promulgated r u l e s  and r e g u l a t i o n s .  

6. The e x t e n t  t o  which t h e  Board has been a b l e  t o  i n v e s t i g a t e  and r e s o l v e  
compla in ts  t h a t  a r e  w i t h i n  i t s  j u r i s d i c t i o n  

The Board has no a u t h o r i t y  t o  i n v e s t i g a t e  compla in ts  f i l e d  by 

r e s i d e n t i a l  consumers. 

7. The e x t e n t  t o  which t he  A t to rney  General o r  any o t h e r  a p p l i c a b l e  
agency o f  S ta te  government has the a u t h o r i t y  t o  prosecute a c t i o n s  
under enabl i n g  1  e g i s l a t i o n  

The purpose o f  t h i s  Board i s  t o  a c t  as an aav isor ,  t he re fo re ,  i t  has 

no regu l  a t o r y  a u t h o r i t y  , and consequently, no enforcement powers. 

8. The e x t e n t  t o  which the  Board has addressed d e f i c i e n c i e s  i n  the  
enabl i n g  s t a t u t e s  which p reven t  i t  f rom f u l f i l  l i n y  i t s  s t a t u t o r y  
mandate 

The s t a t u t e s  e s t a b l i s h i n g  t he  Board and i t s  f unc t i ons  have n o t  been 

changed s ince  t h e  Board was c rea ted  i n  1983. According t o  Board 

members, t he  enab l i ng  s t a t u t e s  do n o t  need m o d i f i c a t i o n .  

9. The e x t e n t  t o  which changes a re  necessary i n  t he  laws o f  the  Board t o  
adequately comply w i t h  t he  f a c t o r s  l i s t e d  i n  t he  sunset  law 

Our rev iew d i d  n o t  i d e n t i f y  needed s t a t u t o r y  changes. 



10. The e x t e n t  t o  which t he  t e r m i n a t i o n  o f  t h e  Board would s i g n i f i c a r ~ t l y  
harm t h e  ~ u b l  i c  heal  t h .  s a f e t y  o r  we1 f a r e  

E l i m i n a t i o n  o f  t h e  Board would n o t  harm the  pub1 i c  heal  t h y  sa fe t y  o r  

we1 fa re .  Because RUCO and i t s  D i r e c t o r  have made dec i s i ons  

autonomously from the  Board, they coul  d  f u n c t i o n  w i  t h o u t  Board 

ove rs i gh t .  However, because d iscuss ion  o f  a c t i o n s  contemplated and 

taken by t h e  O f f i c e  occur a t  month ly  meetings, they have been a  

va luab le  forum f o r  t h e  a c q u i s i t i o n  and d issemina t ion  o f  t i m e l y  

i n fo rma t i on  t o  t h e  media, pub1 i c  and u t i l  i ty  companies i n  attendance. 

Moreover, RUCO's D i r e c t o r  and s t a f f  have i n d i c a t e d  t h a t  i n p u t  ga ined 

from t h e  Board i s  va luab le  i n  m a i n t a i n i n g  a  c o n s i s t e n t  community 

pe rspec t i ve  on i ssues  f a c i n g  r e s i d e n t i a l  u t i l i t y  consumers. 

11. The e x t e n t  t o  which t h e  l e v e l  o f  r e g u l a t i o n  exerc isea  by t h e  Board i s  
app rop r i a te  and whether 1 ess o r  more s t r i n g e n t  1  eve1 s  o f  regu l  a t i o n  
woui d be a u ~ r o u r i a t e  

Th i s  sunset f a c t o r  does n o t  apply  t o  t he  Board because i t  has no 

regu l  a t o r y  a u t h o r i t y .  

12. The e x t e n t  t o  which t h e  Board has used p r i v a t e  c o n t r a c t o r s  i n  t he  
~e r fo rmance  o f  i t s  d u t i e s  and how e f f e c t i v e  use o f  ~ r i v a t e  c o i i t r a c t o r s  
cou l  d  be a c c o m ~ l  i shed 

The Board has n o t  used t h e  se rv i ces  o f  p r i v a t e  con t rac to r s .  However, 

because RUCO uses p r i v a t e  con t rac to r s ,  t h i s  ques t ion  i s  addressed i n  

RUCO's sunset  f a c t o r s ,  (see page 5 ) .  



February 24, 1986 

TO: Doug1 as R. Norton, Auditor General 

FROM: Arizona Legisl a t i  ve Counci 1 

RE: Request f o r  Research and S t a t u t o r y  I n t e r p r e t a t i o n  (0-86-1) 

This  memo is s e n t  i n  response t o  a  reques t  made on your behalf by Wi'lli am 
Thomson i n  a memo dated January 10, 1986. 

FACT SITUATIUY: 

The Resi denti a7 Util  i t y  Conslmer Office (RUCO) represen t s  the  r e s i  denti a1 
consmer within the  u t i  1 i t y  regul a tory  proccss. 

The R U C O  s t a f f  perf o m s  vari ous a c t i  vi ti es i  n addi t i  on t o  i t s  i  nvol vement 
in r a t e  making cases. The a c t i v i t i e s  include: 

1. Consmer c o m ~ l  ai n ts .  RUCO r e s ~ o n d s  t o  consmer  conpl ai nts agai nst 
u t i l i t y  cmpanies  which a re  made t o  i t s  of f ice .  I t  a t t e n p t s  t o  mediate bemeen 
the ut i  1 i  t y  company and the cons uner. 

2. Concil i a t i c n .  RUCO has i n i t i a t e d  a process of conc i l i a t ion  throuclh 
the  Corpcrati on Comi s s i  on f o r  small wat2r cmpani es  and t h e i r  c u s t m e r s .  The 
purpose of the c o n c i l i a t i o n  process i s  t o  obta in  r a t e  modifications f o r  small 
cmpanies t h a t  may not have the  f inanci  a1 resources t o  request  a  f u l l  r a t e  
hearing. 

3. Pub1 i c  education. R1ICO' s  di r e c t o r  educates u t i l  i  t y  consuners on 
issues regarding u t i l i t y  r a t e s .  I n  t h i s  capaci ty  she  at tends,  upon reques t ,  
various spnzki ng engagments in  the  comuni ty  and on t e l ev i s ion  and radio.  

QUEST1 Or4 PRESENTED: 

Under the provis i  ons of Arizona Revised S t a t u t e s  (A.R .S .) s e c t i  on 40-464, 
does RUCO have the  a u t h o r i t y  t o  engage in consmer  canpl a i n t s ,  conci l i  a t i  on and 
pub1 i c  educati on? 

See di scussi  on. 

The p r jnz ry  purpose of RUCO i s  t o  represent  the i n t e r e s t s  of r e s i  denti a1 
u t i l i t y  consmers  in regula tory  proceedinqs invol ving publ ic  s e r v i c e  
Corpor~t i  0"s before the Corporati on  Ccmrnissi on ( A . R  .S.  sec t ion  40-462, 
subsecti cn A). 



The powers and du t i e s  of the  d i r e c t o r ,  as  ou t l i ned  i n  A.R.S. s e c t i o n  
40-464, are: 

A.  The d i r e c t o r  may: 
1. Research, s tudy  and analyze r e s i  dent i  a1 u t i l  i  t y  c o n s m e r  

i n t e r e s t s .  
2. Prepare and present  b r i e f s ,  arqunents,  proposed r a t e s  o r  

orders  and in t e rvene  o r  appear on behalf  of r e s i d e n t i  a1 u t i l i t y  
cons m e r s  before heari  ng o f f  i  c e r s  and the  co rpo ra t i  on cornmissi on as  
a p a r t y  i n  i n t e r e s t  and a l s o  p a r t i c i p a t e  as  a  p a r t y  i n  i n t e r e s t  
pursuant t o  s ec t ion  40-254 i n  proceedings re1 a t i  ng t o  r a t e  maki ng o r  
r a t e  design and involving pub l i c  s e r v i c e  corpora t ions .  

3. Make and execute c o n t r a c t s  and o t h e r  i n s t r u n e n t s  as 
necessary t o  perform hi s  dut i  es .  

4. Hire empl o p e s  a s  necessary  t o  c a r r y  out  t h i s  a r t i c l e  and 
c o n t r a c t  f o r  s p e c i a l  s e r v i c e s  as  needed. 

5. Employ such attornelys as a r e  r equ i r ed  t o  r ep re sen t  t h e  
i n t e r e s t s  of r e s i  dent i  a1 u t i  1 i  t y  cons uners. 

5. The d i r e c t o r  s h a l l  : 
1. Prunul ga t e  a h i n i s t r a t i v e  r u l e s  necessary  t o  c a r r y  out  t he  

purposes of t h i s  a r t i c l e .  
2. Submit a r e p o r t  t o  t h e  governor, speaker  of t h e  house of 

r e p r e s e n t a t i v e s  and pres ident  of t h e  s e n a t e  by November 1 each year  
desc r ib ing  t h e  a c t i v i t i e s  and accornpl i shnents  of t h e  o f f i c e .  

Another source  of information i n  i n t e r p r e t i n g  t h e  permissi bl e  a u t h o r i t y  of 
RUCO i s  the l e g i s l a t i v e  i n t e n t  s ec t ion  of t h e  o r i g i n a l  ac t  c r e a t i n g  t h e  o f f i c e ,  
which provi des: 

I t  i s  the  i n t e n t  of the l e g i s l a t u r e  t o  c r e a t e  a  r e s i d e n t i a l  u t i l i t y  
c o n s m e r  o f f i c e  t o  r ep re s sn t  t h e  i n t e r e s t s  of r e s i d e n t i  a1 u t i l i t y  
c o n s m e r s ,  c r i t i c a l l y  analyze proposa ls  made by p u b l i c  s e rv i ce  
co rpo ra t i  ons t o  t h e  corpora t i  on c o m i  s s i  on, devei op i t s  own 
recommendati ons and present  them t o  t h e  commissi on. 

Laws 1983, chapter  308, s ec t ion  1. 

The s t a t m e n t  i n  the  l e g i s l a t i v e  i n t e n t  t h a t  RUCO'S func t ion  inc ludes  
represer l t ing " t h e  i n t e r e s t s  of r e s i d e n t i  a1 u t i l i t y  c o n s m e r s "  i s  broader and 
more general t han  t h e  a u t h o r i t y  granted i n  A . R . 5 .  s e c t i  Ons 40-462 and 40-464. 

A 1  though A.R .S. s e c t i o n  40-464, subsec t ion  A ,  paragraph 2 appears  t o  1  irni t 
RUCO invol vernent t o  r ep re sen t  a t i  cn of cons uners " before heari  ng o f f i c e r s  and t h e  
corpora t i  on cmmi s s i  onu ,  paraqraph 5 of t h e  subsec t ion  al1or.l~ t h e  R U C O  d i r e c t o r  
t o  "employ such a t to rneys  i s  a re  requi red  t o  r ep re sen t  the i n t e r e s t s  of 
r e s iden t i  a1 u t i l  i t y  consmers"  which i s  a  broadsr  a u t h o r i t y .  

The RUCO enabl ina  l e g i s l a t i o n  i s  c o n f l i c t i n q  and confusing regard ing  t h e  
p e r ~ i s s i  b l o  r o l e  i n  r ep re sen t ing  r e s i  dent i  al u t i l i t y  consuners.  A n  exami na t ion  
of the three  annual r e p o r t s  t h a t  nave been s u h i  t t e d  by t h e  o f f i c e  i n d i c a t e s  t h a t  



although a  g r e a t  ma jo r i t y  of t h e  a c t i v i t i e s  of RUCO involve in t e rven t ion  i n  r a t e  
proceedings, R U C O  has i n t e r p r e t e d  i t s  l e g i s l a t i v e  mandate t o  a l so  i n c l u d e  p u b l i c  
p a r t i  ci pa t i  on i n f  oruns throughout the  s t  a t e  and general cons m e r  advocacy, such 
as deal ing with consuner i n q u i r i e s  and complaints.  I n  t h i s  l a t t e r  func t ion ,  R U C O  
created and f i l l e d  a  f u l l - t i m e  consuner speci  a1 i s t  p o s i t i o n  i n  January ,  1985. 

A review of t h e  l e g i s l a t i v e  process t h a t  culminated i n  t he  c r e a t i o n  of R U C O  
i n  1983 shows t h a t  a t  1 e a s t  seven rev i  s i  ons o r  s u b s t a n t i  a1 anendments were used 
t o  a r r i v e  a t  t h e  f i n a l  RUCO s t a t u t e s .  T h e  proposal o r i g i n a t e d  i n  a Sena te  
Government C m i  t t e e  " stri  ke-everythi ng" anenctnent on Yarch 16, 1983 i n  which a 
"Residenti  a1 U t i l i t y  Users Bureau" was c r e a t e d  with t h e  duty t o  " r e p r e s e n t  t h e  
i m e d i  a t e  and 1  ong term i  n t e r e s t s  of r e s i  dent i  a1 u t i l  i  t y  consuners before 
l eg i  s1 a t i  ve bodies and o t h e r  pub1 i c  bodies" i nc lud ing  i n t e r v e n t i o n  i n  
proceedinas before t h e  Corporat ion Canmission and the c o u r t s .  La t e r ,  t h e  d u t i e s  
were modified i n  t h e  f i n a l  Senate  version t o  l i m i t  t h e  d i r e c t o r  t o  r e p r e s e n t i n g  
consimers ' i n t e r e s t s  i n  proceedi nos before t h e  Corporat i  on C m i s s i  on and s a n e  
court invol vwen t .  On April 5, 1983, t h e  House of Represen ta t ives  C m i  t t e e  on 
Goverment Operat i  ons rewrote t he  measure t o  i  ncl ude a  " l eg i  s l  a t i  ve i  nt  en t"  t o  
1  ifli t the  o f f i c e  t o  r ep re sen t ing  consmers  before  t h e  Corporat i  on Cmmi s s i  on. 
This version of the  prooosal a1 so  a l l  owed RUCO t o  make ava i l  ab le  t o  c o n s m e r s  
" i n f o n a t i o n  on s t u d i e s  and research  i n  a r e a s  r e l evan t  t o  t h e  r a t e s  
char52.d. . . ." I t  i s  i n s t r u c t i v e  t o  note  t h a t  t h i s  House version of t he  b i l l  
s p e c i f i c a l l y  1 imited t h e  o f f i c e ,  by s t a t u t e ,  t o  r ep re sen t ing  consuners "be fo re  
the Corporat i  on Canmissi on" whereas the  Senate  vers i  on gave broad a u t h o r i t y  f o r  
" represent ing  and p ro t ec t ing  t h e  i n t e r e s t  of u t i l i t y  r a t e  payers". Th i s  
d i s t i  nct i  3n was maintained and appears i n  the cu r r en t  1  a# (A.2 .S. sec t ion  40-452, 
suSsect ion A ) .  The f i n a l  j~e r s ion  of t h e  b i l l  c o n s t r ~ ~ c t e d  by a  F ree  Conference 
Ccmrnittee on Apri l  22, 1983 contained th ree  provis ions  t h a t  a re  notab le  f o r  
purposes of t h i s  d i scass ion:  

1. The 1 egis1 a t i v e  i n t e n t  s ec t ion  was broadened t o  include general RUCO 
representa t ion  of consuner i n t e r e s t s  whil e  t h e  s t a t u t o r y  s e c t i o n s  r e t a i n e d  t h e  
r e s t r i c t i v e  l i m i t a t i o n s  on r ep re sen ta t ion  before the Corporat ion Canmissi on. 

2. A consmer  cmpl  ai n t  s e r v i c e s  s e c t i  on was e s t ab l  i shed  . with in  t h e  
u t i l  i t i  es d i v i s i  cn of the Corporat i  on Canrnissi on t o  rece ive  and i n v e s t i g a t e  
consmer c m p l  ai n t s  and provi de i  n f o n a t i  on t o  c o n s m e r s .  (This  was c a r r i  ed over  
f r an  the o r i g i n a l  House vers ion . )  ( A . R . S .  s e c t i o n  40-110.) 

3. The " p u b l i c  i r r f o n a t i o n "  func t ion  f o r  R U C O  which had appeared i n  t h e  
Senate bi 11 was dropped. 

Tracing t h e  d e l ~ e l o m e n t  of the R U C O  b i l l ,  t h e r e f o r e ,  sho\vs sane  general  
i nd ica t ion  of r e s t r i c t i o n  of t h e  r o l e  of R U C O  i n  t h e  a reas  of consuner 
representa t ion  and i n  providing pub l i c  information f o r  r e s i d e n t i a l  u t i l i t y  
cons uners . 

Applying t h e  language of A.9.S. sec t ions  40-362 and 40-464 t o a e t h e r  wi th  
the l e a i s l  axive h i s t o r y  of t he  laws t o  t h e  t h r e e  a c t i v i t i e s  c u r r e n t l y  b e i n g  
conducted by R U C O  as s t a t e d  i n  the f a c t  s i t u a t i o n  db01le i n d i c ~ t e s  the fo l lowing  
res u7 t s: 



1. Consumer compl a in t  s .  RUCO s  medi a t  i on between u t  i  l  i  t y  companies and 
consumers regarding complaints does not appear t o  be authorized e i t h e r  as a  
research funct ion under A.R.S. sect ion 40-464, subsection A, paragraph 1, as  
making presentat ions before the  Corporation Commission under paragraph 2 o r  as 
employing at torneys t o  represent the  i n t e r e s t s  of consumers under paragraph 5. 
Also, t h i s  function was spec i f i c a l l y  given t o  the  Corporation Commission 
u t i l i t i e s  d ivis ion by A . 2 . S .  section 40-110, which was enacted i n  t he  same 
measure which created RUCO (Laws 1983, chapter 308, sect ion 6 ) .  

2. Concil iat ion.  Obtaining r a t e  modifications f o r  small water companies 
through t h e  Corporation Commission i s  c l e a r l y  authorized in sect ion 40-464, 
subsection A, paragraph 2 as "proposed ratem . . . before . . . t h e  corporation 
.commission . . . i n  proceedings r e l a t i ng  t o  r a t e  making o r -  r a t e  design and 
involving public service  corporations". . 

3. Public education. As described in  the f a c t  s i t ua t i on ,  t h i s  . i s  
current ly  l e s s  of a  RUCO public education funct ion than i t  i s  a  public speaking 
engauernent function of the R U C O  d i rec to r .  However, to the extent  t h a t  RUCO 
engagzs in  any regular  formal public education program regarding r e s i d e n t i a l  
u t i l i t y  consumer i n t e r e s t s ,  no apparent authorization i s  given in the  law and 
there i s  an indication t h a t  such a  function was not granted by the  Legis la ture  
because a  s imi lar  proposal was speci f ica l  ly  deleted from the  b i l l  in the  House of 
Representatives'  de l ibera t ions .  

CONCLUSION: 

I t  appears t ha t  RUCO i s  exceeding i t s  s t a t u to ry  author i ty  in mediating 
consumer cmpl  ai nts  bet%,ieen u t i  1 i t y  cmpani es and consumers and t o  the  extent  i t  
i s  engaaing in pub1 i c  education programs. R U C O  i s  operating within i t s  au thor i ty  
in regard t o  small water conpany race conci 1 i a t ion a c t i v i t i e s .  
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