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0HPEHUV�RI�WKH�$UL]RQD�/HJLVODWXUH

7KH�+RQRUDEOH�-DQH�'HH�+XOO��*RYHUQRU

0U��*UHJ�3DWWHUVRQ��'LUHFWRU
5HVLGHQWLDO�8WLOLW\�&RQVXPHU�2IILFH

0U��-DPHV�6SH]]DQR��&KDLUPDQ
5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG�LFHV

7UDQVPLWWHG�KHUHZLWK�DUH�WZR�UHSRUWV�RI� WKH�$XGLWRU�*HQHUDO�� �3HUIRUPDQFH�$XGLWV�RI
WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�2IILFH��58&2��DQG�WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU
%RDUG��%RDUG����7KHVH�UHSRUWV�DUH�LQ�UHVSRQVH�WR�D�0D\�����������UHVROXWLRQ�RI�WKH�-RLQW
/HJLVODWLYH�$XGLW�&RPPLWWHH���7KHVH�SHUIRUPDQFH�DXGLWV�ZHUH�FRQGXFWHG�DV�SDUW�RI�WKH
6XQVHW�UHYLHZ�VHW�IRUWK�LQ�$�5�6������������WKURXJK���������

7KH� ILUVW� UHSRUW� IRFXVHV� RQ� 58&2·V� DELOLW\� WR� HIIHFWLYHO\� DGYRFDWH� RQ� EHKDOI� RI
UHVLGHQWLDO�XWLOLW\�FRQVXPHUV�EHIRUH�WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ���$�UHYLHZ�RI
FORVHG�UDWH�FDVHV�LQ�ZKLFK�58&2�LQWHUYHQHG�VLQFH�-DQXDU\������VKRZHG�WKDW�58&2�LV
RIWHQ�VXFFHVVIXO�DW�KDYLQJ�LWV�SRVLWLRQ�DGRSWHG�E\�WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ
DQG�OLPLWLQJ�UDWH�LQFUHDVHV�IRU�UHVLGHQWLDO�FRQVXPHUV���$GGLWLRQDOO\��58&2�PRQLWRUV�RU
DQDO\]HV� QRQ�UDWH� FDVHV� WR� HQVXUH� UHVLGHQWLDO� FXVWRPHUV·� LQWHUHVWV� DUH� SURWHFWHG�
$OWKRXJK� 58&2� KDV� EHHQ� HIIHFWLYH� WKXV� IDU�� D� G\QDPLF� UHJXODWRU\� HQYLURQPHQW� LV
KHLJKWHQLQJ�WKH�QHHG�IRU�JUHDWHU�HPSKDVLV�RQ�VWUDWHJLF�SODQQLQJ�DQG�IRUPDO�SURFHVVHV�
7KHUHIRUH�� 58&2� VKRXOG� GHYHORS� D� FRPSUHKHQVLYH� VWUDWHJLF� SODQ� DQG� IRUPDOL]H� LWV
SURFHVVHV�IRU�GHWHUPLQLQJ�LQ�ZKLFK�UDWH�DQG�QRQ�UDWH�FDVHV�LW�VKRXOG�LQWHUYHQH�DQG�IRU
HYDOXDWLQJ�WKH�HIIHFWLYHQHVV�RI�LWV�LQWHUYHQWLRQ�HIIRUWV�
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:H� DOVR� IRXQG� WKDW� VWURQJHU� ILVFDO� PRQLWRULQJ� LV� QHHGHG� IRU� 58&2� WR� DFFXUDWHO\
GHWHUPLQH� LWV� DQQXDO� DVVHVVPHQW�� � )RU� WKH� SDVW� IHZ� \HDUV�� 58&2� KDV� LQFRUUHFWO\
FDOFXODWHG� LWV� DQQXDO� DVVHVVPHQW�� ZKLFK� KDV� FUHDWHG� D� ODUJH� DQG� XQQHFHVVDU\� IXQG
EDODQFH�

7KH� VHFRQG� UHSRUW� DGGUHVVHV� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU� %RDUG·V� LQDELOLW\� WR
HIIHFWLYHO\�IXOILOO�WKH�UHTXLUHPHQWV�RI�LWV�VWDWXWRU\�PDQGDWHV���:KLOH�VWDWXWH�UHTXLUHV�WKH
%RDUG� WR� DGYLVH� 58&2� RQ� UDWH� FDVHV�� WKH� %RDUG·V� HIIRUWV� LQ� UHFHQW� \HDUV� KDYH� KDG
PLQLPDO�LPSDFW���7KH�%RDUG�KDV�DVVHUWHG�WKH�ODFN�RI�LPSDFW�ZDV�GXH�LQ�ODUJH�SDUW�WR�D
ODFN�RI�VXSSRUW�IURP�58&2���%RDUG�PHPEHUV�PDLQWDLQ�WKDW�58&2�KDV�QRW�UHVSRQGHG�WR
WKHLU� UHTXHVWV� IRU� LQIRUPDWLRQ� RQ� YDULRXV� LVVXHV�� � +RZHYHU�� %RDUG� PLQXWHV� GR� QRW
FRQWDLQ�VXFK�LQVWDQFHV�

7KH� %RDUG� KDV� VXJJHVWHG� LW� FDQ� EHVW� VHUYH� WKH� SXEOLF� E\� DGYLVLQJ� LW� RI� FDVHV� XQGHU
UHYLHZ�E\�58&2�DQG�DGYLVLQJ�58&2�RI�FRQVXPHU�FRQFHUQV�RU�TXHVWLRQV���+RZHYHU��LW
KDV� WDNHQ� IHZ� VWHSV� WR� HIIHFWLYHO\� IXOILOO� WKLV� UROH�� �$GGLWLRQDOO\�� LQDGHTXDWH�SURFHVVHV
DQG� LQIRUPDWLRQ� KDYH� FRQWULEXWHG� WR� WKH� %RDUG·V� OLPLWHG� DELOLW\� WR� DVVLVW� LQ� WKH
SUHSDUDWLRQ�RI�58&2·V�EXGJHW�DQG�WR�UHYLHZ�FRXUW�DFWLRQV�ILOHG�E\�58&2���7KHUHIRUH�
WKH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�GHYHORS�DQG� LPSOHPHQW�YDULRXV�SURFHVVHV� WKDW
ZLOO�HQDEOH�LW�WR�EHWWHU�IXOILOO�LWV�UHVSRQVLELOLWLHV�

$V� RXWOLQHG� LQ� LWV� UHVSRQVH�� 58&2� DJUHHV� ZLWK� DQG� KDV� DJUHHG� WR� LPSOHPHQW� DOO
UHFRPPHQGDWLRQV�DGGUHVVHG�WR�LW���7KH�58&2�%RDUG�DJUHHV�LQ�FRQFHSW�ZLWK�PRVW�RI�RXU
UHFRPPHQGDWLRQV���+RZHYHU��LW�EHOLHYHV�VWDWXWRU\�FKDQJHV�DUH�QHHGHG�WR�VWUHQJWKHQ�WKH
%RDUG·V�UROH�EHIRUH�RXU�ILQGLQJV�FDQ�EH�DGGUHVVHG�

0\�VWDII�DQG�,�ZLOO�EH�SOHDVHG�WR�GLVFXVV�RU�FODULI\�LWHPV�LQ�WKHVH�UHSRUWV�

7KHVH�UHSRUWV�ZLOO�EH�UHOHDVHG�WR�WKH�SXEOLF�RQ�-XQH����������

6LQFHUHO\�

'RXJODV�5��1RUWRQ
$XGLWRU�*HQHUDO

(QFORVXUH
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SUMMARY

7KH�2IILFH�RI�WKH�$XGLWRU�*HQHUDO�KDV�FRQGXFWHG�D�SHUIRUPDQFH�DXGLW�DQG�6XQVHW�UHYLHZ�RI
WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU� 2IILFH� �58&2�� DQG� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU
%RDUG��%RDUG��SXUVXDQW�WR�D�0D\�����������UHVROXWLRQ�RI�WKH� -RLQW�/HJLVODWLYH�$XGLW�&RP�
PLWWHH��7KLV�DXGLW�ZDV�FRQGXFWHG�DV�D�SDUW�RI�WKH�6XQVHW�UHYLHZ�VHW�IRUWK�LQ�$UL]RQD�5HYLVHG
6WDWXWHV��$�5�6�������������WKURXJK���������

7KH� /HJLVODWXUH� HVWDEOLVKHG� 58&2� LQ� ����� �$�5�6�� ��������� WR� UHSUHVHQW� WKH� LQWHUHVWV� RI
UHVLGHQWLDO� XWLOLW\� FRQVXPHUV� LQ� UHJXODWRU\� SURFHHGLQJV� LQYROYLQJ� SXEOLF� VHUYLFH� FRUSRUD�
WLRQV�EHIRUH�WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ��$UL]RQD·V�UDWH�VHWWLQJ�ERG\�IRU�HOHFWULF�
LW\��JDV��WHOHFRPPXQLFDWLRQV��ZDWHU��DQG�VHZHU�XWLOLWLHV��6WDWXWH�DXWKRUL]HV�58&2�WR�SUHSDUH
DQG�SUHVHQW�EULHIV��DUJXPHQWV��DQG�SURSRVHG�UDWHV�RU�RUGHUV��DQG�WR�LQWHUYHQH�RU�DSSHDU�RQ
EHKDOI�RI�UHVLGHQWLDO�XWLOLW\�FRQVXPHUV�

RUCO Effective in Advocating
on Behalf of Residential Consumers
(See pages 7 through 14)

58&2·V� LQWHUYHQWLRQ� LQWR�XWLOLW\�FDVHV�KDV�SURYLGHG�EHQHILWV� IRU�UHVLGHQWLDO� FRQVXPHUV��$
UHYLHZ�RI� DOO� ��� FORVHG� UDWH� FDVHV� LQ�ZKLFK�58&2� LQWHUYHQHG�EHWZHHQ� -DQXDU\� ����� DQG
'HFHPEHU������ VKRZHG� WKDW�58&2� LV�RIWHQ� VXFFHVVIXO� DW�KDYLQJ� LWV�SRVLWLRQ�DGRSWHG� IRU
VXFK�PDWWHUV�DV� FRVWV� WR�EH� LQFOXGHG� LQ�GHWHUPLQLQJ�XWLOLW\� UHYHQXH� UHTXLUHPHQWV� DQG� UH�
TXHVWHG�UDWHV�RI�UHWXUQ��)RU�H[DPSOH��IRU�WKH���UDWH�FDVHV�WKDW�SURFHHGHG�IXOO\�WKURXJK�WKH
KHDULQJ�SURFHVV��WKH�&RUSRUDWLRQ�&RPPLVVLRQ�DGRSWHG�58&2·V�SRVLWLRQ�LQ�ZKROH�RU�LQ�SDUW
IRU���������SHUFHQW��RI�WKH�����VHSDUDWH�FRQWHVWHG�FDVH�LVVXHV�LQYROYLQJ�SODQW�DQG�HTXLSPHQW
YDOXHV�� UHYHQXHV�� H[SHQVHV�� RU� UDWH� RI� UHWXUQ�� 58&2·V� LQWHUYHQWLRQ� DOVR� DSSHDUV� WR� DIIHFW
ILQDO�GHFLVLRQV�RQ�UHYHQXH�LQFUHDVHV��)RU�H[DPSOH��LQ�WKH���FDVHV�WKDW�ZHUH�VHWWOHG�WKURXJK
QHJRWLDWLRQ�UDWKHU�WKDQ�WKURXJK�D�IRUPDO�KHDULQJ����KDG�UHYHQXH�LQFUHDVHV�WKDW�ZHUH�FORVH�WR
ZKDW�58&2�SURSRVHG��$GGLWLRQDOO\��LQ�QHDUO\�DOO�����RI�WKH�����FDVHV�DQDO\]HG��WKH�FRPSDQ\
UHFHLYHG� D� VPDOOHU� UHYHQXH� LQFUHDVH� WKDQ� LW� KDG� LQLWLDOO\� UHTXHVWHG� GXH� WR� WKH� HIIRUWV� RI
&RPPLVVLRQ� VWDII�� 58&2�� DQG�RU� KHDULQJ�RIILFHUV�� )RU� WKHVH� ��� FDVHV�� WKH� FRPSDQLHV� UH�
TXHVWHG� RYHU� �����PLOOLRQ� LQ� UHYHQXH� LQFUHDVHV�� EXW� WKH� &RPPLVVLRQ� DSSURYHG� UHYHQXH
LQFUHDVHV�RI�RQO\�������PLOOLRQ��WKXV�UHGXFLQJ�WKH�FRPSDQLHV·�UHTXHVWHG�UHYHQXH�FROOHFWLYHO\
E\�DOPRVW����SHUFHQW�

Residential Utility
Consumer Office
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,Q� DGGLWLRQ� WR� 58&2·V� HIIRUWV� WR� OLPLW� UDWH� LQFUHDVHV� IRU� UHVLGHQWLDO� FRQVXPHUV�� 58&2
PRQLWRUV�RU�DQDO\]HV�QRQ�UDWH�FDVHV�WR�HQVXUH�UHVLGHQWLDO�FXVWRPHUV·�LQWHUHVWV�DUH�SURWHFWHG�
1RQ�UDWH�FDVHV�FRPSULVH�DSSUR[LPDWHO\����SHUFHQW�RI�WKH�FDVHV�LQ�ZKLFK�58&2�LQWHUYHQHV
DQG�W\SLFDOO\�LQYROYH�LVVXHV�SHUWDLQLQJ�WR�UXOHPDNLQJ��SLORW�SURJUDPV��ILQDQFLQJ��DQG�FRP�
SDQ\�VDOHV�DQG�PHUJHUV��58&2·V�LQYROYHPHQW�FDQ�UDQJH�IURP�FRPSUHKHQVLYH�DQDO\VLV��VXFK
DV�58&2·V� LQWHUYHQWLRQ� LQ�HOHFWULF� UHVWUXFWXULQJ�� WR�DQDO\VLV�RI�D� VLQJOH� LVVXH�� VXFK�DV�JDV
FRPSDQ\�UHTXHVWV�IRU�WHPSRUDU\�SULFH�LQFUHDVHV�EHFDXVH�RI�KLJKHU�SULFHV�EHLQJ�FKDUJHG�E\
VXSSOLHUV�� 58&2�PRQLWRUV� WKHVH� FDVHV� WR� HQVXUH� WKDW� UHVLGHQWLDO� FXVWRPHUV� ZLOO� QRW� SD\
PRUH�WKDQ�WKHLU�IDLU�VKDUH�RI�D�SULFH�LQFUHDVH�

$OWKRXJK�58&2�KDV�EHHQ�HIIHFWLYH�WKXV�IDU��D�G\QDPLF�UHJXODWRU\�HQYLURQPHQW�LV�KHLJKW�
HQLQJ� WKH� QHHG� IRU� JUHDWHU� HPSKDVLV� RQ� VWUDWHJLF� SODQQLQJ� DQG� IRUPDO� SURFHVVHV�� 5HFHQW
FKDQJHV� DQG� JURZWK� LQ� WKH� 6WDWH·V� XWLOLW\� LQGXVWULHV� FRQWULEXWH� WR� QHZ� FKDOOHQJHV� DQG� D
GHPDQGLQJ�ZRUNORDG�IRU�58&2��1RW�RQO\�KDV�WKH�QXPEHU�RI�UHJXODWHG�XWLOLWLHV�PRUH�WKDQ
GRXEOHG�LQ�WKH�SDVW�IRXU�\HDUV��JURZLQJ�WR�QHDUO\�������FRPSDQLHV�DW�WKH�HQG�RI�������WKH
QXPEHU�DQG�GLYHUVLW\�RI�DSSOLFDWLRQV�KDYH�DOVR�LQFUHDVHG��58&2�GRHV�QRW�KDYH�D�FRPSUH�
KHQVLYH�VWUDWHJLF�SODQ�WKDW�FRXOG�KHOS�LGHQWLI\�NH\�DUHDV�IRU�DGYRFDF\��&RPSRQHQWV�RI�WKLV
SODQ� FRXOG� LQFOXGH� HVWDEOLVKLQJ� D� EURDGHU�PLVVLRQ� VWDWHPHQW�� LGHQWLI\LQJ� LWV� VWDNHKROGHUV
DQG�WKH�VHUYLFHV�LW�ZLOO�GHOLYHU��DQG�WKH�GLUHFWLRQ�LQ�ZKLFK�LW�VKRXOG�WDNH�LWV�FDVH�LQWHUYHQWLRQ
HIIRUWV��$GGLWLRQDOO\��58&2�FDQ�EHQHILW�IURP�PRUH�IRUPDO�SURFHVVHV�IRU�GHWHUPLQLQJ�ZKHUH
LWV� UHVRXUFHV� FDQ� EH� EHVW� DSSOLHG� DQG� IRU� HYDOXDWLQJ� WKH� HIIHFWLYHQHVV� RI� LWV� LQWHUYHQWLRQ
HIIRUWV�

Stronger Fiscal Monitoring Needed
to Accurately Determine Assessment
(See pages 15 through 18)

)RU�WKH�SDVW�IHZ�\HDUV��58&2�KDV�LQFRUUHFWO\�FDOFXODWHG�LWV�DQQXDO�DVVHVVPHQW��ZKLFK�KDV
FUHDWHG�D�ODUJH�DQG�XQQHFHVVDU\�IXQG�EDODQFH��58&2�UHFHLYHV�LWV�IXQGLQJ�IURP�DQ�DQQXDO
DVVHVVPHQW�DJDLQVW�XWLOLW\�FRPSDQLHV��DQ�DPRXQW�SDLG�XOWLPDWHO\�E\�FRQVXPHUV��8QGHU�VWDWH
ODZ��58&2�LV�WR�UHGXFH�WKH�VL]H�RI�WKLV�DVVHVVPHQW�LI�LW�FDUULHV�RYHU�PRQH\�IURP�RQH�\HDU�WR
WKH�QH[W��+RZHYHU��IRU�ILVFDO�\HDUV������DQG�������58&2�DVVHVVHG�XWLOLW\�FRPSDQLHV�WKH�IXOO
DPRXQW�RI�LWV�VSHQGLQJ�DXWKRULW\�JUDQWHG�E\�WKH�/HJLVODWXUH��)RU�H[DPSOH��GHVSLWH�KDYLQJ�D
���������IXQG�EDODQFH�DW�WKH�HQG�RI�ILVFDO�\HDU�������58&2�VRXJKW�DQ�DVVHVVPHQW�RI�WKH�IXOO
��������� LQ� VSHQGLQJ�DXWKRULW\�JUDQWHG� IRU� ILVFDO�\HDU� ������ ,I� LW� KDG� VXEWUDFWHG� WKH� IXQG
EDODQFH��WKH�DVVHVVPHQW�ZRXOG�KDYH�EHHQ�RQO\����������

58&2�QHHGV� WR� LPSURYH� LWV� ILVFDO�PRQLWRULQJ� SURFHGXUHV� WR� EHWWHU�PRQLWRU� LWV� UHYROYLQJ
IXQG�DQG�ILVFDO�DFWLYLWLHV��$GGLWLRQDOO\�� WR� FRPSO\�ZLWK� VWDWH� ODZ��58&2�QHHGV� WR� UHGXFH
IXWXUH�DVVHVVPHQWV�WR�DFFRXQW�IRU�WKH�FDUU\RYHU�EDODQFH�LQ�LWV�UHYROYLQJ�IXQG�
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Other Pertinent Information
(See pages 19 through 21)

'XULQJ� WKH� DXGLW�� RWKHU� SHUWLQHQW� LQIRUPDWLRQ� ZDV� FROOHFWHG� UHJDUGLQJ� FXUUHQW� HIIRUWV� WR
UHVWUXFWXUH�WKH�HOHFWULF�XWLOLW\�LQGXVWU\�LQ�$UL]RQD�DQG�58&2·V�UROH�LQ�WKHVH�HIIRUWV��1XPHU�
RXV�SDUWLHV��LQFOXGLQJ�UHSUHVHQWDWLYHV�IURP�XWLOLWLHV��58&2��DQG�ODUJH�LQGXVWULHV��DV�ZHOO�DV
WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ�� KDYH�ZRUNHG� VLQFH� ����� WR� LPSOHPHQW� HOHFWULF� UH�
VWUXFWXULQJ�� ZKLFK� ZRXOG� DOORZ� FRQVXPHUV� WKH� RSSRUWXQLW\� WR� FKRRVH� WKHLU� VXSSOLHU� RI
HOHFWULFLW\��:KLOH� HOHFWULF� FRPSHWLWLRQ� ZDV� WR� EH� SKDVHG� LQ� EHJLQQLQJ� -DQXDU\� ��� ������ D
GHFLVLRQ�E\�WKH�$UL]RQD�6XSUHPH�&RXUW�SURKLELWHG�HOHFWULF�FRPSHWLWLRQ�IURP�EHJLQQLQJ�DV
SODQQHG��&RQVHTXHQWO\�� LQ�-DQXDU\������� WKH�&RPPLVVLRQ�VXVSHQGHG�WKH�HOHFWULF�FRPSHWL�
WLRQ�UXOHV�IRU�IXUWKHU�VWXG\�DQG�SRVVLEOH�UHYLVLRQ��D�SURFHVV�WKDW�PD\�WDNH�IURP�VL[�PRQWKV�WR
D�\HDU��0HDQZKLOH��58&2�FRQWLQXHV�WR�SDUWLFLSDWH�LQ�WKH�6WDWH·V�HIIRUWV�WR�LQWURGXFH�HOHFWULF
FRPSHWLWLRQ�WR�HQVXUH�UHVLGHQWLDO�FRQVXPHU�LQWHUHVWV�DUH�UHSUHVHQWHG�DQG�SURWHFWHG�

7KH�%RDUG�ZDV�HVWDEOLVKHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�58&2�LQ������DQG�FRQVLVWV�RI�ILYH�FLWL]HQ
PHPEHUV�DSSRLQWHG�E\� WKH�*RYHUQRU��ZKR�VHUYH� VWDJJHUHG� ILYH�\HDU� WHUPV��7KH�%RDUG� LV
UHTXLUHG�WR�PHHW�PRQWKO\�DQG�LV�DXWKRUL]HG�WR�DGYLVH�58&2�RQ�DOO�PDWWHUV�UHODWLQJ�WR�UDWH
PDNLQJ�RU�UDWH�GHVLJQ�DQG� LQYROYLQJ�SXEOLF�VHUYLFH�FRUSRUDWLRQV��7KH�%RDUG� LV� VWDWXWRULO\
HPSRZHUHG�WR�LQVWUXFW�58&2·V�GLUHFWRU�WR�ZLWKGUDZ�DQ\�FRXUW�DFWLRQ�ILOHG�E\�58&2��DQG
WR�SUHSDUH��MRLQWO\�ZLWK�WKH�GLUHFWRU��58&2·V�SURSRVHG�DQQXDO�EXGJHW�UHTXHVW�

The Board Ineffectively
Fulfills Its Role
(See pages 29 through 34)

,Q� UHFHQW� \HDUV�� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU� %RDUG� KDV� QRW� HIIHFWLYHO\� IXOILOOHG� WKH
UHTXLUHPHQWV�RI�LWV�VWDWXWRU\�PDQGDWHV��:KLOH�VWDWXWH�UHTXLUHV�WKH�%RDUG�WR�DGYLVH�58&2�RQ
UDWH�FDVHV��WKH�%RDUG·V�HIIRUWV�LQ�UHFHQW�\HDUV�KDYH�KDG�PLQLPDO�LPSDFW��58&2�KDV�HYROYHG
LQWR�D�KLJKO\�WHFKQLFDO�DJHQF\�WR�SHUIRUP�LWV�ZRUN�LQ�UDWH�FDVHV�DQG�GRHV�QRW�UHO\�RQ�%RDUG
DGYLFH�FRQFHUQLQJ�WKH�WHFKQLFDO�PHULWV�RI�UDWH�FDVHV��,QVWHDG��WKH�%RDUG�KDV�VXJJHVWHG�LW�FDQ
EHVW�VHUYH�WKH�SXEOLF�E\�DGYLVLQJ�LW�RI�FDVHV�XQGHU�UHYLHZ�E\�58&2�DQG�DGYLVLQJ�58&2�RI
FRQVXPHU�FRQFHUQV�RU�TXHVWLRQV��+RZHYHU�� LW�KDV�WDNHQ�IHZ�VWHSV� WR�HIIHFWLYHO\� IXOILOO� WKLV
UROH��4XHVWLRQV�DPRQJ�ERDUG�PHPEHUV�FRQFHUQLQJ�LWV�UROH�DQG�DXWKRULW\��ERDUG�YDFDQFLHV�
DQG�PHPEHUV·�SRRU�PHHWLQJ�DWWHQGDQFH�KDYH�FRQWULEXWHG�WR�ERDUG�LQDFWLRQ�

$GGLWLRQDOO\�� WKH�%RDUG�KDV�EHHQ�OLPLWHG� LQ� LWV�DELOLW\� WR�DSSURSULDWHO\� IXOILOO� LWV�RYHUVLJKW
GXWLHV�RI�58&2��ZKLFK�LQFOXGH�DVVLVWLQJ�ZLWK�WKH�SUHSDUDWLRQ�RI�58&2·V�ELHQQLDO�EXGJHW

Residential Utility
Consumer Board
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UHTXHVW�DQG�UHTXLULQJ�58&2�WR�ZLWKGUDZ�ILOHG�FRXUW�DFWLRQV�WKDW�LW�GHHPV�DUH�LQDSSURSUL�
DWH��+RZHYHU��WKH�%RDUG�LV�QRW�LQYROYHG�LQ�WKH�SUHSDUDWLRQ�RI�58&2·V�EXGJHW��EXW�RQO\�LQ
UHYLHZLQJ�DQG�DSSURYLQJ�D�EXGJHW�SUHSDUHG�E\�58&2��$GGLWLRQDOO\�� WKH�%RDUG�KDV�KDG
OLPLWHG� RSSRUWXQLW\� WR� UHTXLUH� 58&2� WR�ZLWKGUDZ� FRXUW� DFWLRQV� LW� KDV� ILOHG�� ,QDGHTXDWH
SROLFLHV� DQG� SURFHGXUHV� IRU� LQYROYLQJ� WKH� %RDUG� LQ� WKH� EXGJHW� SUHSDUDWLRQ� SURFHVV� DQG
QRWLI\LQJ�WKH�%RDUG�LQ�D�PDQQHU�WKDW�IDFLOLWDWHV�LWV�UHYLHZ�RI�FRXUW�DFWLRQV�58&2·V�GLUHFWRU
KDV�ILOHG�FRQWULEXWH�WR�WKHVH�FLUFXPVWDQFHV�

7R�LPSURYH�WKH�%RDUG·V�SHUIRUPDQFH��LW�VKRXOG�ZRUN�ZLWK�58&2�WR�GHYHORS�DQG�LPSOHPHQW
YDULRXV� SURFHVVHV� IRU� IXOILOOLQJ� LWV� FRQVXPHU� DQG� 58&2� DGYLVRU\� UROHV�� )RU� H[DPSOH�� WR
HQFRXUDJH�LQFUHDVHG�SXEOLF�DZDUHQHVV�DQG�SDUWLFLSDWLRQ��SURFHVVHV�VKRXOG�EH�GHYHORSHG�IRU
VFKHGXOLQJ�DQG�VHOHFWLQJ�DSSURSULDWH�VLWHV�IRU�ERDUG�PHHWLQJV�DQG�VSHDNLQJ�HQJDJHPHQWV�
DV�ZHOO� DV� LQIRUPLQJ� WKH� SXEOLF� RI� WKHVH� ERDUG� DFWLYLWLHV��$GGLWLRQDOO\�� WKH� %RDUG� VKRXOG
ZRUN� ZLWK� 58&2� WR� HVWDEOLVK� SURFHVVHV� WR� HQVXUH� WLPHO\� GLVVHPLQDWLRQ� RI� LQIRUPDWLRQ
VSHFLILF�WR�SUHSDULQJ�WKH�EXGJHW�DQG�ZKHQ�FRXUW�DFWLRQV�DUH�ILOHG��/DVWO\��WKH�%RDUG�VKRXOG
ZRUN�ZLWK�58&2�WR�LGHQWLI\�DQG�SURYLGH�D�GHGLFDWHG��SDUW�WLPH�VWDII�SHUVRQ�WR�WKH�%RDUG�WR
IDFLOLWDWH�LWV�DFWLYLWLHV�
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INTRODUCTION  AND  BACKGROUND

7KH�2IILFH�RI�WKH�$XGLWRU�*HQHUDO�KDV�FRQGXFWHG�D�SHUIRUPDQFH�DXGLW�DQG�6XQVHW�UHYLHZ�RI
WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�2IILFH��58&2��SXUVXDQW�WR�D�0D\�����������UHVROXWLRQ�RI
WKH� -RLQW�/HJLVODWLYH�$XGLW�&RPPLWWHH��7KLV� DXGLW�ZDV� FRQGXFWHG�DV� D�SDUW� RI� WKH� 6XQVHW
UHYLHZ�VHW�IRUWK�LQ�$UL]RQD�5HYLVHG�6WDWXWHV��$�5�6�������������WKURXJK����������7KLV�LV�WKH
WKLUG�SHUIRUPDQFH� DXGLW� RI�58&2�� ,Q� ������ WKH�$XGLWRU�*HQHUDO� FRPSOHWHG� WKH� ILUVW� SHU�
IRUPDQFH�DXGLW�RI�58&2��$XGLWRU�*HQHUDO�5HSRUW�1R��������DQG�LQ������WKH�VHFRQG��$XGL�
WRU�*HQHUDO�5HSRUW�1R��������

Arizona’s Utility
Regulatory Process

$OWKRXJK�58&2� LV� SDUW�RI� WKH� 6WDWH·V� XWLOLW\� UHJXODWLRQ�SURFHVV�� LW� LV� QRW� WKH� DJHQF\� WKDW
PDNHV�GHFLVLRQV�DERXW�XWLOLW\�UDWHV�DQG�VHUYLFH�TXDOLW\��7KH�$UL]RQD�&RUSRUDWLRQ�&RPPLV�
VLRQ��&RPPLVVLRQ��KDV�MXULVGLFWLRQ�RYHU�WKH�TXDOLW\�RI�VHUYLFH�DQG�UDWHV�FKDUJHG�E\�SXEOLF
VHUYLFH��LQYHVWRU�RZQHG��XWLOLWLHV��$FFRUGLQJ�WR�WKH�&RPPLVVLRQ��LW�FXUUHQWO\�UHJXODWHV������
SXEOLF� XWLOLWLHV� GLYLGHG� LQWR� WKH� IROORZLQJ� DUHDV�� HOHFWULFLW\� ���� XWLOLWLHV��� JDV� ������ ZDWHU
DQG�RU�VHZHU��������DQG�WHOHFRPPXQLFDWLRQV���������%\�VWDWH�ODZ��SXEOLF�XWLOLWLHV�DUH�UHJX�
ODWHG�PRQRSROLHV� JLYHQ� WKH� RSSRUWXQLW\� WR� HDUQ� D� IDLU� DQG� UHDVRQDEOH� UHWXUQ�RQ� WKHLU� LQ�
YHVWPHQWV��:KDW�LV�IDLU�DQG�UHDVRQDEOH�LQ�DQ\�SDUWLFXODU�FDVH�KDV�EHHQ�DQG�DOZD\V�ZLOO�EH
RSHQ� WR�GHEDWH� LQ�UDWH�KHDULQJV�EHIRUH� WKH�&RPPLVVLRQ��$UL]RQD� LV�RQH�RI� VHYHQ�VWDWHV� LQ
ZKLFK�LWV�XWLOLW\�UHJXODWRU\�ERG\� LV�FUHDWHG� LQ�VWDWH�FRQVWLWXWLRQ��%HFDXVH�RI� LWV� VWDWXV�DV�D
FRQVWLWXWLRQDO�ERG\��WKH�&RPPLVVLRQ�IXQFWLRQV�LQ�WKUHH�FDSDFLWLHV��DGRSWLQJ�UXOHV�DQG�UHJX�
ODWLRQV��DGPLQLVWHULQJ�DQG�HQIRUFLQJ�VXFK�UXOHV��DQG�VLWWLQJ�DV�D�WULEXQDO�DQG�PDNLQJ�GHFL�
VLRQV�LQ�FRQWHVWHG�PDWWHUV��VXFK�DV�GHWHUPLQLQJ�D�XWLOLW\·V�UDWHV�

$V�LOOXVWUDWHG�LQ�)LJXUH����VHH�SDJH�����WKH�XWLOLW\�UHJXODWRU\�SURFHVV�EHJLQV�ZKHQ�D�XWLOLW\
FRPSDQ\�ILOHV�DQ�DSSOLFDWLRQ�ZLWK�WKH�&RPPLVVLRQ��7KH�&RPPLVVLRQ�PD\�FRQGXFW�SXEOLF
KHDULQJV�� H[DPLQH� HYLGHQFH� DQG� WHVWLPRQ\� SUHVHQWHG� E\� YDULRXV� FRQFHUQHG� SDUWLHV�� DQG
PDNH�ILQDO�GHFLVLRQV�RQ�XWLOLW\�FRPSDQLHV·�SURSRVHG�UDWH�DGMXVWPHQWV��DSSOLFDWLRQV�WR�VWDUW
XS�RU�H[SDQG�VHUYLFH�� DQG� ILQDQFLQJ�FKDQJHV��7KH�&RPPLVVLRQ·V�8WLOLWLHV�'LYLVLRQ�PDNHV
VSHFLILF� UHFRPPHQGDWLRQV� WR� WKH� FRPPLVVLRQHUV� WR� DVVLVW� WKHP� LQ� UHDFKLQJ� GHFLVLRQV� UH�
JDUGLQJ�SXEOLF�XWLOLW\�UDWHV��XWLOLW\�ILQDQFH��DQG�TXDOLW\�RI�VHUYLFH�

������������������������������������������������
�� 0DQ\�RI�WKHVH�WHOHFRPPXQLFDWLRQ�SXEOLF�XWLOLWLHV�FRQVLVW�RI�LQGLYLGXDOO\�RZQHG�DQG�UHJXODWHG�SD\�SKRQHV�
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Figure 1

Arizona Corporation Commission
Utility Regulatory Process

As of March 1999

8WLOLW\��FRPSDQ\�ILOHV
DSSOLFDWLRQ�ZLWK�&RPPLVVLRQ

&RPPLVVLRQ�VWDII�UHYLHZV
DSSOLFDWLRQ�IRU��FRPSOHWHQHVV

58&2�GHFLGHV�ZKHWKHU
WR�LQWHUYHQH

,I�58&2�GHFLGHV�WR�LQWHUYHQH��LW
DQDO\]HV�RU�PRQLWRUV�XWLOLW\�FRPSDQ\

DSSOLFDWLRQ��GHSHQGLQJ�RQ�QDWXUH�RI�FDVH

&RPPLVVLRQ�VWDII�DQDO\]HV
RU�PRQLWRUV�XWLOLW\�FRPSDQ\�DSSOLFDWLRQ�

GHSHQGLQJ�RQ�QDWXUH�RI�FDVH

&RPPLVVLRQ�PD\�KROG�KHDULQJV�LQ�ZKLFK
VWDII��58&2��DQG�XWLOLW\�FRPSDQ\

SDUWLFLSDWH�RU
�KROGV�VHWWOHPHQW�QHJRWLDWLRQV

+HDULQJ�2IILFHU�ZULWHV�D
SURSRVHG�GHFLVLRQ

&RPPLVVLRQHUV�YRWH�DQG
DGRSW�D�ILQDO�GHFLVLRQ

6RXUFH� $XGLWRU� *HQHUDO� VWDII� DQDO\VLV� RI� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU� 2IILFH� �58&2�� )LVFDO� <HDU� �������
$QQXDO�5HSRUW�
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RUCO’s Role in the
Regulatory Process

7KH� /HJLVODWXUH� HVWDEOLVKHG� 58&2� LQ� ����� �$�5�6�� ��������� WR� UHSUHVHQW� WKH� LQWHUHVWV� RI
UHVLGHQWLDO� XWLOLW\� FRQVXPHUV� LQ� UHJXODWRU\� SURFHHGLQJV� LQYROYLQJ� SXEOLF� VHUYLFH� FRUSRUD�
WLRQV�EHIRUH� WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ��$�5�6�� ��������GHILQHV� WKH�SRZHU�DQG
GXWLHV�RI�WKH�58&2�GLUHFWRU��LQFOXGLQJ�WKH�GLUHFWRU·V�DXWKRULW\�WR�

´5HVHDUFK��VWXG\�DQG�DQDO\]H�UHVLGHQWLDO�XWLOLW\�FRQVXPHU�LQWHUHVWV����� ��3UHSDUH�DQG
SUHVHQW�EULHIV��DUJXPHQWV��SURSRVHG�UDWHV�RU�RUGHUV�DQG�LQWHUYHQH�RU�DSSHDU�RQ�EHKDOI
RI�UHVLGHQWLDO�XWLOLW\�FRQVXPHUV�EHIRUH�KHDULQJ�RIILFHUV�DQG�WKH�FRUSRUDWLRQ�FRPPLVVLRQ
DV�D�SDUW\�LQ�LQWHUHVW�DQG�DOVR�SDUWLFLSDWH�DV�D�SDUW\�LQ�LQWHUHVW�SXUVXDQW�WR���������
DQG����������� LQ�SURFHHGLQJV�UHODWLQJ� WR� UDWH�PDNLQJ�RU� UDWH�GHVLJQ�DQG� LQYROYLQJ
SXEOLF�VHUYLFH�FRUSRUDWLRQV�µ

7R�SHUIRUP� LWV� DGYRFDF\� UROH��58&2� FRQGXFWV� D�SUHOLPLQDU\� UHYLHZ�RI� HYHU\� XWLOLW\� UDWH
LQFUHDVH�DSSOLFDWLRQ�ILOHG�ZLWK�WKH�&RPPLVVLRQ��UHJDUGOHVV�RI�WKH�XWLOLW\·V�VL]H��,Q�DGGLWLRQ�
58&2� UHYLHZV� RWKHU� FRPSDQ\� DSSOLFDWLRQV� �VXFK� DV� VWDUWLQJ� XS� RU� H[SDQGLQJ� VHUYLFH�
ILQDQFLQJ��DQG�PHUJHUV�� WR�GHWHUPLQH�SRWHQWLDO� LPSDFW�RQ�UHVLGHQWLDO�FRQVXPHUV��$V� LOOXV�
WUDWHG�LQ�)LJXUH����VHH�SDJH�����LI�58&2�GHWHUPLQHV�WKDW�WKH�DSSOLFDWLRQ�PHULWV�IXUWKHU�DWWHQ�
WLRQ��LW�UHTXHVWV�SHUPLVVLRQ�IURP�WKH�&RPPLVVLRQ�WR�LQWHUYHQH�DV�DQ�DGYRFDWH�RQ�EHKDOI�RI
UHVLGHQWLDO�FRQVXPHU� LQWHUHVWV�� ,QWHUYHQWLRQ�VWDWXV�SURYLGHV�58&2�WKH�ULJKW� WR�GR�WKH� IRO�
ORZLQJ�����2EWDLQ�DGGLWLRQDO�LQIRUPDWLRQ�IURP�WKH�XWLOLW\�����VXEPLW�ZULWWHQ�EULHIV��SUHVHQW
HYLGHQFH��DQG�FURVV�H[DPLQH�RWKHU�SDUWLHV·�ZLWQHVVHV��DQG����SUHVHQW�UHFRPPHQGDWLRQV�YLD
ZULWWHQ� WHVWLPRQ\�DQG�E\� WHVWLI\LQJ�DW�KHDULQJV��58&2�FDQ�DOVR� ILOH�D� VXLW� WKDW� DSSHDOV� D
&RUSRUDWLRQ�&RPPLVVLRQ�GHFLVLRQ�WR�HLWKHU�WKH�6WDWH·V�6XSHULRU�&RXUW�RU�&RXUW�RI�$SSHDOV�

Staffing and Budget

)RU�ILVFDO�\HDU������������58&2�ZDV�DXWKRUL]HG����IXOO�WLPH�HTXLYDOHQW��)7(��SRVLWLRQV��D
GLUHFWRU��D�GHSXW\�GLUHFWRU��WKUHH�DWWRUQH\V��DQ�HQJLQHHU��WKUHH�UDWH�DQDO\VWV��DQ�DGPLQLVWUD�
WLYH�VHUYLFHV�RIILFHU��DQG�D�OHJDO�VHFUHWDU\�

58&2�RSHUDWHV�XVLQJ�UHYHQXHV�LW�UHFHLYHV�IURP�DQ�DVVHVVPHQW�DJDLQVW�SXEOLF�VHUYLFH�FRUSR�
UDWLRQV� VHUYLQJ� UHVLGHQWLDO� FXVWRPHUV�� 7KH� /HJLVODWXUH� ILUVW� GHWHUPLQHV� 58&2·V� VSHQGLQJ
DXWKRULW\��WKHQ�58&2�GHWHUPLQHV�WKH�DPRXQW�RI�WKH�DVVHVVPHQW��2QFH�58&2�IRUZDUGV�WKH
DVVHVVPHQW�DPRXQW�WR�WKH�&RUSRUDWLRQ�&RPPLVVLRQ��WKH�&RPPLVVLRQ�OHYLHV�WKH�DVVHVVPHQW
DJDLQVW� SXEOLF� VHUYLFH� FRUSRUDWLRQV� ZLWK� JURVV� RSHUDWLQJ� UHYHQXHV� LQ� H[FHVV� RI� ���������
(DFK�XWLOLW\·V� WRWDO�DVVHVVPHQW� LV� OLPLWHG� WR� WZR�WHQWKV� RI� �� SHUFHQW� RI� LWV� JURVV� RSHUDWLQJ
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UHYHQXHV� RI� WKH� SUHFHGLQJ� \HDU� DQG� LV� SDLG� E\� WKH� XWLOLW\·V� FXVWRPHUV��� 7KH� /HJLVODWXUH
DSSURSULDWHV� 58&2·V� VKDUH� RI� WKH� PRQLHV� UHFHLYHG� WKURXJK� WKLV� DVVHVVPHQW�� ZKLFK� DUH
SODFHG�LQWR�WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�2IILFH�5HYROYLQJ�)XQG��5HYROYLQJ�)XQG�PRQ�
LHV�GR�QRW�UHYHUW�WR�WKH�*HQHUDO�)XQG��6HH�)LQGLQJ�,,��SDJHV����WKURXJK����� IRU�DGGLWLRQDO
LQIRUPDWLRQ��58&2�UHYHQXHV�DQG�H[SHQGLWXUHV�IRU�ILVFDO�\HDUV������WKURXJK������DUH�VKRZQ
LQ�7DEOH����VHH�SDJH����

Audit Scope and
Methodology

7KLV�SHUIRUPDQFH�DXGLW�DQG�6XQVHW�UHYLHZ�ZDV�FRQGXFWHG�WR�HYDOXDWH�58&2·V�RSHUDWLRQV�
IRFXVLQJ�RQ�WZR�REMHFWLYHV��WR�DVVHVV�58&2·V�HIIHFWLYHQHVV�LQ�UHSUHVHQWLQJ�UHVLGHQWLDO�XWLOLW\
FRQVXPHU�LQWHUHVWV��DQG�WR�GHWHUPLQH�WKH�DGHTXDF\�RI�58&2·V�PRQLWRULQJ�RI�LWV�UHYROYLQJ
IXQG��7R�DGGUHVV�WKHVH�REMHFWLYHV��PDQ\�PHWKRGV�ZHUH�XVHG��LQFOXGLQJ�

n &RQGXFWLQJ� D� FRQWHQW� DQDO\VLV� RI� WKH� &RUSRUDWLRQ� &RPPLVVLRQ·V� ILQDO� RUGHUV� IRU� ��
58&2� LQWHUYHQWLRQV� �UHSUHVHQWLQJ� DOO� FORVHG� LQWHUYHQWLRQV� IRU� FDOHQGDU� \HDUV� ����
WKURXJK��������WR�GHWHUPLQH�58&2·V�LPSDFW�

n &ROOHFWLQJ�DQG�DQDO\]LQJ�&RUSRUDWLRQ�&RPPLVVLRQ�ILOLQJ�LQIRUPDWLRQ�WR�GHWHUPLQH�WKH
IUHTXHQF\�RI�58&2�LQWHUYHQWLRQV�

n $QDO\]LQJ�ILQDQFLDO�GRFXPHQWV�DQG�DVVHVVPHQW�DQG�EXGJHW�SUDFWLFHV�WR�GHWHUPLQH�WKH
DGHTXDF\�RI�58&2·V�PRQLWRULQJ�RI�LWV�UHYROYLQJ�IXQG�

n &RQWDFWLQJ� �� RWKHU� VWDWHV� WR� OHDUQ� EHVW� SUDFWLFHV� UHJDUGLQJ� KRZ� RWKHU� VWDWHV� SHUIRUP
DGYRFDF\��PHDVXUH�LPSDFW��DQG�GHWHUPLQH�WKH�QHFHVVLW\�IRU�LQWHUYHQWLRQ���DQG

n ,QWHUYLHZLQJ�YDULRXV� LQGLYLGXDOV� LQYROYHG� LQ� WKH� XWLOLW\� UHJXODWRU\� SURFHVV�� LQFOXGLQJ
FRPPLVVLRQHUV��KHDULQJ�RIILFHUV��DQG�&RPPLVVLRQ�VWDII��YDULRXV�FRQVXPHU�DGYRFDF\�UHS�
UHVHQWDWLYHV��DQG�DOO����PHPEHUV�RI�58&2·V�VWDII�

������������������������������������������������
�� 8WLOLW\�FRPSDQLHV�SD\�D�VLPLODU�DVVHVVPHQW�WR�IXQG�&RUSRUDWLRQ�&RPPLVVLRQ�RSHUDWLRQV��7KH�DVVHVVPHQW

OLPLW�DSSOLHV�WR�WKH�FRPELQHG�DPRXQW�

�� 1LQH�VWDWHV�KDYLQJ�DQ�RUJDQL]DWLRQ�VLPLODU�WR�58&2�ZHUH�LGHQWLILHG�DQG�FRQWDFWHG��&RORUDGR��,OOLQRLV��,RZD�
.DQVDV��.HQWXFN\��1HZ�<RUN��2KLR��2UHJRQ��DQG�8WDK�
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Table 1

Residential Utility Consumer Office
Statement of Revenues, Expenditures, and Changes in Fund Balance

Years Ended or Ending June 30, 1997, 1998, and 1999
(Unaudited)

1997 1998 1999
(Actual) (Actual) (Estimated)

5HYHQXHV�
,QWUDVWDWH�8WLOLW\�$VVHVVPHQW�� �������� �������� ��������

([SHQGLWXUHV�
3HUVRQDO�VHUYLFHV ������� ������� �������
(PSOR\HH�UHODWHG ������ ������ �������
3URIHVVLRQDO�DQG�RXWVLGH�VHUYLFHV ��� �����
7UDYHO��LQ�VWDWH ����� ����� ������
7UDYHO��RXW�RI�VWDWH ����� ����� �����
2WKHU�RSHUDWLQJ ������� ������� �������
&DSLWDO�RXWOD\ ��������� ��������� ����������
3URIHVVLRQDO�ZLWQHVVHV�� ���������� ��������� ���������
7RWDO�H[SHQGLWXUHV ��������� ��������� ���������

([FHVV�RI�UHYHQXHV�RYHU��XQGHU��H[SHQGLWXUHV ������� ������ �������

)XQG�EDODQFH��EHJLQQLQJ�RI�\HDU �� ��������� ���������� �����������

)XQG�EDODQFH��HQG�RI�\HDU �������� ����������� ��������

����������������������������������������������������������������������������������������������������

� $VVHVVPHQW�UHYHQXHV�DUH�UHSRUWHG�LQ�WKH�\HDU�WKH\�DUH�DYDLODEOH�IRU�H[SHQGLWXUH�

� )LVFDO� \HDU� ����� DQG� ����� DPRXQWV� LQFOXGH� H[SHQGLWXUHV� WRWDOLQJ� DSSUR[LPDWHO\� �������� DQG� ���������
UHVSHFWLYHO\��RI�QRQODSVLQJ�PRQLHV�DXWKRUL]HG�LQ�SULRU�ILVFDO�\HDUV�

� $SSUR[LPDWHO\����������RI�WKH������IXQG�EDODQFH�FRQVLVWHG�RI�XQH[SHQGHG�PRQLHV�IURP������WKURXJK�����
DXWKRUL]HG�IRU�SURIHVVLRQDO�ZLWQHVVHV���7KH�UHPDLQLQJ�EDODQFH�LV�VXEMHFW�WR�OHJLVODWLYH�DXWKRUL]DWLRQ�SULRU�WR
EHLQJ�H[SHQGHG�

6RXUFH�� 7KH� $UL]RQD� )LQDQFLDO� ,QIRUPDWLRQ� 6\VWHP� �$),6�� $FFRXQWLQJ� (YHQW� ([WUDFW� )LOH�� 5HYHQXHV� DQG
([SHQGLWXUHV�E\�)XQG��3URJUDP��2UJDQL]DWLRQ��DQG�2EMHFW�UHSRUW��&RPSDQLRQ�7UDQVDFWLRQ�(QWU\�7UDQVIHU
GRFXPHQWV��DQG�7ULDO�%DODQFH�E\�)XQG�UHSRUW�IRU�WKH�\HDUV�HQGHG�-XQH����������DQG�������DQG�DV�RI
1RYHPEHU�����������IRU�WKH�\HDU�HQGLQJ�-XQH�����������DQG�58&2·V�3URIHVVLRQDO�:LWQHVV�([SHQGLWXUHV
IRU�)<������²�)<������OLVWLQJ��)LVFDO�\HDU������HVWLPDWHG�H[SHQGLWXUHV�ZHUH�REWDLQHG�IURP�WKH�6WDWH
RI�$UL]RQD�$SSURSULDWLRQV�5HSRUW�IRU�WKH�\HDU�HQGLQJ�-XQH����������
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7KLV�UHSRUW�SUHVHQWV�ILQGLQJV�DQG�UHFRPPHQGDWLRQV�LQ�WZR�DUHDV�

n 58&2� KDV� EHQHILWHG� UHVLGHQWLDO� FRQVXPHUV� E\� DGYRFDWLQJ� IRU� OLPLWHG� XWLOLW\� UDWH� LQ�
FUHDVHV��EXW�WR�HQVXUH�LW�UHPDLQV�HIIHFWLYH��58&2�VKRXOG�FRQGXFW�VWUDWHJLF�SODQQLQJ�DQG
IRUPDOL]H�LWV�FDVH�VHOHFWLRQ�DQG�UHYLHZ�SURFHVVHV��DQG

n 58&2�VKRXOG�UHGXFH�LWV�H[WHQVLYH�FDUU\RYHU�EDODQFH�LQ�LWV�UHYROYLQJ�IXQG�DQG�RWKHUZLVH
LPSURYH�LWV�ILVFDO�PDQDJHPHQW�

7KLV� UHSRUW� DOVR� FRQWDLQV�2WKHU� 3HUWLQHQW� ,QIRUPDWLRQ� UHJDUGLQJ�$UL]RQD·V� SURJUHVV�ZLWK
HOHFWULF�UHVWUXFWXULQJ��LQFOXGLQJ�58&2·V�UROH�LQ�WKLV�SURFHVV�

7KLV�DXGLW�ZDV�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�JRYHUQPHQW�DXGLWLQJ�VWDQGDUGV�

7KH�$XGLWRU� *HQHUDO� DQG� VWDII� H[SUHVV� DSSUHFLDWLRQ� WR� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU
%RDUG�PHPEHUV�� WKH�'LUHFWRU� DQG� VWDII� RI�58&2��DQG� WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLV�
VLRQHUV�DQG�WKHLU�VWDII�IRU�WKHLU�FRRSHUDWLRQ�DQG�DVVLVWDQFH�WKURXJKRXW�WKH�DXGLW�
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FINDING I

RUCO  EFFECTIVE  IN  ADVOCATING  ON
BEHALF  OF  RESIDENTIAL  CONSUMERS

58&2� LQWHUYHQWLRQ� LQWR� XWLOLW\� FDVHV� KDV� SURYLGHG� IDYRUDEOH� EHQHILWV� IRU� UHVLGHQWLDO� FRQ�
VXPHUV�� ,WV�DFWLRQV�KDYH�FRQWULEXWHG� WR� ORZHU�UDWH� LQFUHDVHV�DQG� IHZHU�FRVWV�SDVVHG�RQ� WR
FRQVXPHUV��+RZHYHU��D�UDSLGO\�FKDQJLQJ�UHJXODWRU\�HQYLURQPHQW��SDUWLFXODUO\�ZLWK�UHJDUG
WR� HOHFWULFLW\� DQG� WHOHFRPPXQLFDWLRQV� SURYLGHUV�� SRVHV� D� FKDOOHQJH� WR� 58&2·V� FRQWLQXHG
DELOLW\� WR� UHSUHVHQW� FRQVXPHU� LQWHUHVWV�� 7KHUHIRUH�� WR� HQVXUH� LW� UHPDLQV� HIIHFWLYH�� 58&2
VKRXOG�IRUPDOL]H�LWV�SURFHVVHV�IRU�GHFLGLQJ�ZKHUH�WR�IRFXV� LWV�HIIRUWV��KRZ�WR�HYDOXDWH�WKH
VXFFHVV�RI�LWV�ZRUN��DQG�KRZ�WR�EH�LQYROYHG�LQ�FRQVXPHU�HGXFDWLRQ�

RUCO Interventions
Benefit Consumers

$QDO\VLV�RI�WKH�UDWH�FDVHV�LQ�ZKLFK�58&2�KDV�LQWHUYHQHG�VKRZHG�WKDW�WKH�DJHQF\·V� LQWHU�
YHQWLRQ�KDV�SRVLWLYH�EHQHILWV� IRU�FRQVXPHUV��7KH�&RPPLVVLRQ�RIWHQ�DFFHSWV�58&2·V� ILQG�
LQJV�DQG�UHFRPPHQGDWLRQV�RQ�VSHFLILF�PDWWHUV� WKDW�DIIHFW�D�XWLOLW\·V� UHYHQXH�UHTXLUHPHQW�
$GGLWLRQDOO\��58&2�LQWHUYHQHV�RQ�FRQVXPHUV·�EHKDOI�LQ�QRQ�UDWH�FDVHV��VXFK�DV�PHUJHUV�RU
QHZ�SLORW�SURJUDPV�

58&2·V�UDWH�FDVH�LQWHUYHQWLRQ�DGGUHVVHV�XWLOLWLHV·�UHYHQXH�QHHGV�DQG�UDWH�UHTXHVWV³6LQFH
WKH�&RUSRUDWLRQ�&RPPLVVLRQ�HVWDEOLVKHV�HDFK�XWLOLW\�FRPSDQ\·V�UDWHV��DQ\�FKDQJH�LQ�UDWHV
PXVW�UHFHLYH�&RPPLVVLRQ�DSSURYDO��7KXV��HDFK�FRPSDQ\�SHULRGLFDOO\�ILOHV�D�UDWH�DGMXVWPHQW
DSSOLFDWLRQ��ZKLFK�LV�SUHVHQWHG�DQG�DQDO\]HG�LQ�WZR�GLVWLQFW�SKDVHV�

n Revenue — Is an increase in the company’s revenue requirement justified?
)LUVW��WKH�&RUSRUDWLRQ�&RPPLVVLRQ�PXVW�GHFLGH�ZKHWKHU�WR�DXWKRUL]H�DQ�LQFUHDVH�LQ�WKH
FRPSDQ\·V� UHYHQXH� UHTXLUHPHQW�� 7KH� FRPSDQ\·V� DSSOLFDWLRQ�SUHVHQWV� LWV� UDWLRQDOH� IRU
WKH� SURSRVHG� UHYHQXH� LQFUHDVH�� XVLQJ� YDULRXV� ILQDQFLDO� ILJXUHV� DV� VXSSRUW�� VXFK� DV
EXLOGLQJ� DQG� HTXLSPHQW� YDOXHV�� UHYHQXHV� DQG� H[SHQGLWXUHV� IRU� WKH� SUHFHGLQJ� ��
PRQWKV��DQG�UDWH�RI�UHWXUQ��WKH�DPRXQW�RI�SURILW�WKH�FRPSDQ\�ZLOO�EH�DOORZHG�WR�SD\�LWV
LQYHVWRUV���$IWHU�WKH�FRPSDQ\·V�DSSOLFDWLRQ�LV�ILOHG��ERWK�WKH�&RPPLVVLRQ·V�8WLOLWLHV�'LYL�
VLRQ�VWDII�DQG�58&2�SHUIRUP�VHSDUDWH�DQDO\VHV�DQG�SURSRVH�DGMXVWPHQWV� WR� WKH�FRP�
SDQ\·V�ILJXUHV��&RPPLVVLRQ�VWDII�DQG�58&2�WKHQ�VXEPLW�WKHLU�DQDO\VHV�WR�D�&RPPLVVLRQ
KHDULQJ�RIILFHU��ZKHUH�ERWK�SDUWLHV�DQG�WKH�FRPSDQ\�SUHVHQW�DQG�GHEDWH�WKHLU�SRVLWLRQV
DW�DQ�RSHQ�KHDULQJ��7KH�KHDULQJ�RIILFHU�WKHQ�IRUZDUGV�D�UHFRPPHQGDWLRQ�IRU�&RPPLV�
VLRQ�DSSURYDO�
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n Rates—What change in rates is necessary to achieve this revenue increase?
1H[W�� LI� WKH�&RUSRUDWLRQ�&RPPLVVLRQ�DSSURYHV�DQ� LQFUHDVH� LQ� WKH� FRPSDQ\·V� UHYHQXH
UHTXLUHPHQW��WKH�&RPPLVVLRQ�PXVW�DOVR�DSSURYH�D�QHZ�VHW�RI�UDWHV�WKDW�ZLOO�DOORZ�WKH
FRPSDQ\�WR�JHQHUDWH�WKH�LQFUHDVHG�UHYHQXH��7KLV�UDWH�LQFUHDVH�PD\�EH�DSSOLHG�WR�RQH�RU
PRUH� RI� WKH� FXVWRPHU� FODVVHV� �L�H��� UHVLGHQWLDO�� FRPPHUFLDO�� RU� LQGXVWULDO��� 7KHUHIRUH�
VLPLODU� WR� WKH� UHYHQXH� DQDO\VLV�� ERWK�&RPPLVVLRQ� VWDII� DQG�58&2�SUHVHQW� WKHLU� SUR�
SRVHG�VHW�RI�UDWHV�DQG�WKH�KHDULQJ�RIILFHU�IRUZDUGV�D�UHFRPPHQGDWLRQ�WR�WKH�&RPPLV�
VLRQ�IRU�DSSURYDO�

$QDO\VLV� RI� LQWHUYHQWLRQV� VKRZV� 58&2� KDV� DQ� HIIHFW� RQ� UDWH� FDVHV³7R� DVVHVV� 58&2·V
VXFFHVV�LQ�KDYLQJ�WKH�&RPPLVVLRQ�DGRSW� LWV�SRVLWLRQ��DXGLWRUV�UHYLHZHG�DOO����FORVHG�UDWH
FDVHV�LQ�ZKLFK�58&2�LQWHUYHQHG�GXULQJ�WKH�IRXU�\HDU�SHULRG�-DQXDU\������WKURXJK�'HFHP�
EHU� ������:KLOH�58&2�DQDO\]HG� DOO� ��� FDVHV�� D�&RPPLVVLRQ� KHDULQJ� RIILFHU� UHVROYHG� WKH
YDULRXV�FRQWHVWHG�SRVLWLRQV�DQG�LVVXHG�D�UHFRPPHQGDWLRQ�IRU�&RPPLVVLRQ�DSSURYDO�LQ�RQO\
�� FDVHV�� 7KH� RWKHU� �� FDVHV�ZHUH� VHWWOHG� E\� WKH� SDUWLHV� WR� WKH� FDVH� �FRPSDQ\��58&2�� DQG
&RPPLVVLRQ�VWDII��DQG�WKH�KHDULQJ�RIILFHU�IRUZDUGHG�WKH�VHWWOHPHQW�WR�WKH�&RPPLVVLRQ�IRU
DSSURYDO�� 7KLV� DQDO\VLV� VKRZHG� WKDW� 58&2·V� ZRUN� KDG� DQ� HIIHFW� RQ� FRQWHVWLQJ� VSHFLILF
LVVXHV��OLPLWLQJ�XWLOLWLHV·�UHYHQXH�LQFUHDVHV��DQG�DIIHFWLQJ�UDWH�LQFUHDVHV�

n RUCO successfully contests various issues ³2YHUDOO��58&2�LV�VXFFHVVIXO�DW�KDYLQJ
LWV�SRVLWLRQ�DGRSWHG�IRU�D�YDULHW\�RI�LVVXHV��LQFOXGLQJ�DGMXVWPHQWV�WR�FRPSDQ\�SURSRVHG
EXLOGLQJ�DQG�HTXLSPHQW�YDOXHV�� UHYHQXHV�DQG�H[SHQGLWXUHV�� DQG� UHTXHVWHG� UDWH�RI� UH�
WXUQ��:KHQ�&RPPLVVLRQ�VWDII��58&2��RU�ERWK�FRQWHVW�D�FRPSDQ\·V�SDUWLFXODU�SRVLWLRQ�
WKH\�FDQ�SURSRVH�DQ�DOWHUQDWLYH�SRVLWLRQ�IRU�WKDW�LVVXH��)RU�H[DPSOH��LQ�LWV������DSSOLFD�
WLRQ��6RXWKZHVWHUQ�7HOHSKRQH�&RPSDQ\�LQFOXGHG�LQ�LWV�ODERU�H[SHQVH�VDODULHV�IRU�WKUHH
HPSOR\HH�SRVLWLRQV�WKDW�ZHUH�HOLPLQDWHG�PLGZD\�WKURXJK�WKH�\HDU��:KLOH�58&2�DQG
&RPPLVVLRQ�VWDII�ERWK�UHFRPPHQGHG�GHFUHDVLQJ�WKH�WRWDO�ODERU�H[SHQVH�E\���������DQG
���������UHVSHFWLYHO\��WKH�&RPPLVVLRQ�SUHIHUUHG�58&2·V�PHWKRG��PRGLI\LQJ�LW�VOLJKWO\
WR���������

$PRQJ�WKH���UDWH�FDVHV�WKDW�SURFHHGHG�WKURXJK�WKH�KHDULQJ�RIILFHU�SURFHVV��WKLV�DQDO\VLV
LGHQWLILHG�D�WRWDO�RI�����LVVXHV�LQ�ZKLFK�58&2�FRXOG�KDYH�DQDO\]HG�DQG�SUHVHQWHG�D�SR�
VLWLRQ��$V�LOOXVWUDWHG�LQ�)LJXUH����VHH�SDJH�����WKH�&RPPLVVLRQ�DGRSWHG�58&2·V�SRVLWLRQ
LQ�ZKROH�RU�LQ�SDUW�IRU���������SHUFHQW��RI�WKH�����VHSDUDWH�LVVXHV��)RU����������SHUFHQW��RI
WKH�����LVVXHV��WKH�&RPPLVVLRQ�GLG�QRW�DGRSW�WKH�SRVLWLRQ�DGYRFDWHG�E\�58&2�DQG�IRU
WKH�UHPDLQLQJ����������SHUFHQW��LVVXHV��WKH�&RPPLVVLRQ·V�RUGHU�LQGLFDWHV�WKDW�58&2�GLG
QRW�SURYLGH�DQ�DOWHUQDWLYH�SRVLWLRQ�WR�WKH�&RPSDQ\·V�SURSRVDO�

n RUCO contributes to lowering the company’s overall revenue increase ³,Q�DGGL�
WLRQ�WR�HIIHFWLQJ�FKDQJH� IRU� LQGLYLGXDO� LVVXHV��58&2�FRQWULEXWHV� WR� ORZHULQJ� WKH�FRP�
SDQ\·V�SURSRVHG�UHYHQXH�LQFUHDVH��,Q�QHDUO\�DOO�����RI�WKH�����FDVHV�DQDO\]HG��WKH�FRP�
SDQ\�UHFHLYHG�D�VPDOOHU�UHYHQXH�LQFUHDVH�WKDQ�LW�KDG�LQLWLDOO\�UHTXHVWHG�GXH�WR�WKH�HIIRUWV
RI�&RPPLVVLRQ�VWDII��58&2��DQG�RU�KHDULQJ�RIILFHUV��)RU�WKHVH����FDVHV��WKH�FRPSDQLHV·
WRWDO�SURSRVHG�UHYHQXH�LQFUHDVH�ZDV�RYHU������PLOOLRQ��+RZHYHU��WKH�&RPPLVVLRQ�DS�
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SURYHG�D�WRWDO�UHYHQXH�LQFUHDVH�RI�RQO\�������PLOOLRQ��WKXV�UHGXFLQJ�WKH�FRPSDQLHV·�UH�
TXHVWHG�UHYHQXH�FROOHFWLYHO\�E\�DOPRVW����SHUFHQW�

58&2·V�FRQWULEXWLRQ�WR� ORZHULQJ�WKH�FRPSDQ\·V�SURSRVHG�UHYHQXH�LV�SDUWLFXODUO\�HYL�
GHQW�DPRQJ�WKH���VHWWOHPHQW�FDVHV�DXGLWRUV�UHYLHZHG��:KLOH�VHWWOHPHQW�QHJRWLDWLRQV�UHS�
UHVHQW� D� FROODERUDWLYH� HIIRUW� LQ� ZKLFK� 58&2� DFWLYHO\� SDUWLFLSDWHV�� 58&2·V� SURSRVHG
UHYHQXH�LQFUHDVH�ILJXUHV�ZHUH�FORVH�WR�ZKDW�WKH�SDUWLHV�DJUHHG�XSRQ�IRU���RI�WKH���VHWWOH�
PHQWV��)RU�H[DPSOH�� LQ� UHVSRQVH� WR�5LR�5LFR�:DWHU�&RPSDQ\·V�UHTXHVWHG� UHYHQXH� LQ�
FUHDVH�RI�����������WKH�&RPPLVVLRQ�VWDII�DQG�58&2�UHFRPPHQGHG�DOWHUQDWLYH�LQFUHDVH
DPRXQWV�RI����������DQG�����������UHVSHFWLYHO\��,Q�0DUFK�������WKH�SDUWLHV�VHWWOHG�RQ�D
���������UHYHQXH�LQFUHDVH��6LPLODUO\��LQ�UHVSRQVH�WR�&LWL]HQV�8WLOLW\�&RPSDQ\�*DV�'LYL�
VLRQ·V� UHTXHVWHG� UHYHQXH� LQFUHDVH�RI� ���PLOOLRQ��58&2·V� DQDO\VLV�GHWHUPLQHG� WKDW� WKH
FRPSDQ\·V�LQFUHDVH�VKRXOG�EH�QR�PRUH�WKDQ������PLOOLRQ��ZLWK�UHVLGHQWLDO�UDWHV�LQFUHDV�
LQJ�E\�QR�PRUH�WKDQ�����SHUFHQW�� ,Q�2FWREHU������� WKH�SDUWLHV�VHWWOHG�RQ�D������PLOOLRQ
UHYHQXH�LQFUHDVH�DQG�D���SHUFHQW�LQFUHDVH�DPRQJ�DOO�FRQVXPHUV�

Figure 2

Residential Utility Consumer Office
Impact on Litigated Case Issues

Years Ended December 31, 1995 through 1998

Shared Impact
&RPPLVVLRQ�DGRSWHG�ERWK
58&2�DQG�&RPPLVVLRQ
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�����
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�����

No Position
58&2�GLG�QRW�WDNH�D�SRVLWLRQ

�����

No Impact
&RPPLVVLRQ�GLG�QRW�DGRSW

58&2�SURSRVDO
�����

6RXUFH� $XGLWRU�*HQHUDO�VWDII�DQDO\VLV�RI�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ�GHFLVLRQV�UHJDUGLQJ�OLWLJDWHG�UDWH� FDVHV� LQ
ZKLFK�58&2�LQWHUYHQHG�IRU�\HDUV�HQGHG�'HFHPEHU����������WKURXJK������
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n RUCO’s impact in establishing favorable residential rates is more difficult to
assess ³$YDLODEOH� HYLGHQFH��ZKLOH� OLPLWHG�� VXJJHVWV� WKDW� 58&2·V� UHFRPPHQGDWLRQV�
DORQJ�ZLWK�WKRVH�RI�WKH�&RPPLVVLRQ·V�VWDII��DIIHFW�WKH�&RPPLVVLRQ·V�UDWH�GHFLVLRQV��7KH
&RPPLVVLRQ·V� ILQDO�RUGHUV�GR�QRW�FRQWDLQ�VXIILFLHQW� LQIRUPDWLRQ�WR�GHWHUPLQH�58&2·V
DELOLW\�WR�OLPLW�UHVLGHQWLDO�UDWH�LQFUHDVHV�WKDW�UHVXOW�IURP�WKH�DSSURYHG�UHYHQXH�LQFUHDVH�
)LUVW��WKH�&RPPLVVLRQ·V�ILQDO�RUGHUV�GR�QRW�FRQVLVWHQWO\�LGHQWLI\�HDFK�SDUW\·V�SURSRVHG
UDWHV�QRU�GR�WKH\�LGHQWLI\�ZK\�WKH�&RPPLVVLRQ�DGRSWHG�D�SDUWLFXODU�VHW�RI�UDWHV��$GGL�
WLRQDOO\�� VLQFH� HDFK� SDUW\·V� SURSRVHG� UDWHV� FRUUHVSRQG� WR� WKHLU� SURSRVHG� UHYHQXH� LQ�
FUHDVH��DQ\�GHYLDWLRQ�IURP�WKH�SURSRVHG�UHYHQXH�LQFUHDVH�ZRXOG�VXJJHVW�WKDW�D�SDUW\·V
SURSRVHG�UDWHV�ZRXOG�DOVR�QRW�EH�DGRSWHG��+RZHYHU��ZKHUH�LQIRUPDWLRQ�ZDV�DYDLODEOH
LQ�WKH�ILQDO�RUGHU��WKH�&RPPLVVLRQ�JHQHUDOO\�DGRSWV�HOHPHQWV�RI�ERWK�WKH�&RPPLVVLRQ
VWDII·V�DQG�58&2·V�SURSRVHG�UDWHV�

58&2·V�LQWHUYHQWLRQ�LQWR�QRQ�UDWH�FDVHV�VHHNV�WR�SURWHFW�D�YDULHW\�RI�FRQVXPHU�LQWHUHVWV³
,Q� DGGLWLRQ� WR� 58&2·V� HIIRUWV� WR� OLPLW� UDWH� LQFUHDVHV� IRU� UHVLGHQWLDO� FRQVXPHUV�� 58&2
PRQLWRUV�RU�DQDO\]HV�QRQ�UDWH�FDVHV�WR�HQVXUH�UHVLGHQWLDO�FXVWRPHUV·�LQWHUHVWV�DUH�SURWHFWHG�
1RQ�UDWH�FDVHV�FRPSULVH�DSSUR[LPDWHO\����SHUFHQW�RI�WKH�FDVHV�LQ�ZKLFK�58&2�LQWHUYHQHV
DQG�W\SLFDOO\�LQYROYH�LVVXHV�SHUWDLQLQJ�WR�UXOHPDNLQJ��SLORW�SURJUDPV��ILQDQFLQJ��DQG�FRP�
SDQ\�VDOHV�DQG�PHUJHUV��58&2·V�LQYROYHPHQW�FDQ�UDQJH�IURP�FRPSUHKHQVLYH�DQDO\VLV��VXFK
DV�58&2·V� LQWHUYHQWLRQ� LQ�HOHFWULF� UHVWUXFWXULQJ�� WR� OHVV� LQYROYHPHQW� WKURXJK�PRQLWRULQJ�
ZKHUH�58&2�ZLOO�PRQLWRU� WKH� FDVH�SURFHHGLQJV� WR� LGHQWLI\�DQ\�SRWHQWLDO� FRQFHUQV� WR� WKH
UHVLGHQWLDO�FXVWRPHUV�� ,I�SUREOHPV�DUH� LGHQWLILHG��58&2�ZLOO� FRQGXFW� IXUWKHU�DQDO\VLV�� ILOH
EULHIV��RU�WHVWLI\�EHIRUH�WKH�&RPPLVVLRQ�DERXW�LWV�FRQFHUQV��7KH�IROORZLQJ�DUH�WZR�H[DPSOHV
RI�QRQ�UDWH�LQWHUYHQWLRQ�DFWLYLWLHV�

n Purchased Gas Adjustor ³58&2�LQWHUYHQHV�LQ�WKHVH�FDVHV�ZKHQ�D�FRPSDQ\�UHTXHVWV
D� WHPSRUDU\� LQFUHDVH� LQ� WKH�SULFH�RI�JDV� �3XUFKDVHG�*DV�$GMXVWRU���7KH� LQFUHDVHG�JDV
SULFHV�UHVXOW�IURP�ZHDWKHU�FKDQJHV�RU�RSHQ�PDUNHW�DYDLODELOLW\�WKDW�DIIHFW�ZKDW�D�XWLOLW\
SD\V�IRU�WKH�JDV��58&2�PRQLWRUV�WKH�FDVH�WR�HQVXUH�WKDW�UHVLGHQWLDO�FXVWRPHUV�ZLOO�QRW
SD\�PRUH� WKDQ� WKHLU� IDLU� VKDUH� RI� WKH� SULFH� LQFUHDVH�� ,Q� DGGLWLRQ�� 58&2� FRQWLQXHV� WR
PRQLWRU�WKH�FDVH�WR�HQVXUH�WKDW�UDWHV�ZLOO�EH�UHGXFHG�ZKHQ�JDV�SULFHV�KDYH�UHWXUQHG�WR
WKHLU�QRUPDO�OHYHOV�

n Rulemaking for electric restructuring ³6LQFH������58&2�KDV� LQWHUYHQHG� LQ�DOO� UXOH�
PDNLQJ�DQG�DVVRFLDWHG�FDVHV�EHIRUH�WKH�&RPPLVVLRQ�SHUWDLQLQJ�WR�HOHFWULF�UHVWUXFWXULQJ
LQ�WKH�6WDWH��$V�VXFK��58&2�KDV�SHUIRUPHG�YDULRXV�DQDO\VHV�DQG�ILOHG�WHVWLPRQ\�WR�HQ�
VXUH� WKDW� DV� HOHFWULF� FRPSHWLWLRQ� LV� LQWURGXFHG�� UHVLGHQWLDO� LQWHUHVWV� DUH�SURWHFWHG�� �6HH
2WKHU� 3HUWLQHQW� ,QIRUPDWLRQ�� SDJHV� ��� WKURXJK� ���� IRU� DGGLWLRQDO� LQIRUPDWLRQ� DERXW
HOHFWULF�UHVWUXFWXULQJ��
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RUCO Should Formalize
Strategic Planning and
Other Processes

&KDQJHV�VZHHSLQJ�WKH�XWLOLW\�LQGXVWU\�SURYLGH�VWURQJ�LQGLFDWLRQV�WKDW�58&2�VKRXOG�FDUH�
IXOO\�SODQ�IRU�WKH�IXWXUH��5HFHQW�FKDQJHV�DQG�JURZWK�LQ�WKH�6WDWH·V�XWLOLW\�LQGXVWULHV�FRQWULE�
XWH�WR�D�PRUH�FKDOOHQJLQJ�DQG�GHPDQGLQJ�ZRUNORDG�IRU�DJHQFLHV�DGYRFDWLQJ�RQ�EHKDOI�RI
XWLOLW\� FRQVXPHU� LQWHUHVWV��$V� VXFK�� 58&2� VKRXOG� GHYHORS� D� IRUPDOL]HG�� FRPSUHKHQVLYH
VWUDWHJLF�SODQ�WKDW�LGHQWLILHV�NH\�DUHDV�IRU�DGYRFDF\��$GGLWLRQDOO\��58&2�VKRXOG�IRUPDOL]H
LWV�FDVH�VHOHFWLRQ�DQG�FDVH�RXWFRPH�HYDOXDWLRQ�SURFHVVHV��DV�ZHOO�DV�PRUH�IXOO\�GHYHORS�LWV
SODQV�IRU�SURYLGLQJ�FRQVXPHU�HGXFDWLRQ�

$UL]RQD·V� FKDQJLQJ� DQG� JURZLQJ�XWLOLW\� LQGXVWU\� FUHDWHV� FKDOOHQJHV³,Q�$UL]RQD� DQG�QD�
WLRQDOO\�� WKH� XWLOLW\� LQGXVWU\� LV� XQGHUJRLQJ� FRQVLGHUDEOH� FKDQJH�� SRWHQWLDOO\� FKDOOHQJLQJ
58&2·V�DELOLW\�WR�FRQWLQXH� WR�HIIHFWLYHO\�PDQDJH� LWV�ZRUNORDG�DQG�DGYRFDWH�RQ�EHKDOI�RI
UHVLGHQWLDO�FRQVXPHUV��,Q�$UL]RQD��WKH�QXPEHU�RI�UHJXODWHG�XWLOLW\�FRPSDQLHV�KDV�PRUH�WKDQ
GRXEOHG� LQ� WKH�SDVW� IRXU� \HDUV�� LQFUHDVLQJ� IURP�DSSUR[LPDWHO\� ���� FRPSDQLHV� LQ� ����� WR
QHDUO\�������FRPSDQLHV�DW�WKH�HQG�RI������ZLWK�WKH�PDMRULW\�RI�WKLV�JURZWK�RFFXUULQJ�LQ�WKH
WHOHFRPPXQLFDWLRQV� LQGXVWU\�� 0HDQZKLOH�� WKH� 6WDWH·V� HOHFWULF� LQGXVWU\� LV� XQGHUJRLQJ� UH�
VWUXFWXULQJ�� ZKLFK� ZLOO� HYHQWXDOO\� DOORZ� RWKHU� VWDWHV·� HOHFWULF� FRPSDQLHV� WR� SRWHQWLDOO\
FRQGXFW�EXVLQHVV�LQ�$UL]RQD��,Q�IDFW��WZR�FRPSDQLHV�KDYH�DOUHDG\�UHTXHVWHG�DQG�UHFHLYHG
DSSURYDO� IURP� WKH� &RPPLVVLRQ� WR� EHFRPH� FHUWLILHG� HOHFWULF� VHUYLFH� SURYLGHUV� FDSDEOH� RI
FRPSHWLQJ�DQG�RSHUDWLQJ�LQ�WKH�6WDWH��$GGLWLRQDOO\��DV�VKRZQ�LQ�7DEOH����VHH�SDJH������WKH
QXPEHU� RI� XWLOLW\� DSSOLFDWLRQV� ILOHG�ZLWK� WKH� &RUSRUDWLRQ� &RPPLVVLRQ� KDV� JURZQ� E\� ��
SHUFHQW�GXULQJ�WKH�ODVW�IRXU�\HDUV��LQFUHDVLQJ�IURP�����LQ������WR�����LQ������

,Q�DGGLWLRQ�WR�WKH�JURZLQJ�QXPEHU�RI�DSSOLFDWLRQV��XWLOLW\�FRPSDQLHV�DUH�DOVR�ILOLQJ�D�JUHDWHU
GLYHUVLW\�RI�FDVHV�WKDW�LQYROYH�LVVXHV�VXFK�DV�DUELWUDWLRQ��ILQDQFLQJ��PHUJHUV��VWDUW�XSV��SLORW
SURJUDPV��DQG�UDWH�DQG�UHVWUXFWXULQJ�LVVXHV�

6WUDWHJLF� SODQQLQJ� FDQ� HQKDQFH�58&2·V� DGYRFDF\� HIIRUWV³7R� UHVSRQG� HIIHFWLYHO\� WR� WKH
G\QDPLF�FKDQJH�RFFXUULQJ�LQ�$UL]RQD·V�XWLOLW\�UHJXODWRU\�HQYLURQPHQW��58&2�VKRXOG�SODFH
JUHDWHU�HPSKDVLV�RQ�LWV�ORQJ�UDQJH�DQG�VWUDWHJLF�SODQQLQJ��&XUUHQWO\��58&2�GRHV�QRW�KDYH
D�FRPSUHKHQVLYH�VWUDWHJLF�SODQ�WR�JXLGH�LWV�HIIRUWV��6XFK�DQ�DSSURDFK�PD\�LQFOXGH�58&2·V
H[WHUQDO�DQG�LQWHUQDO�RSHUDWLQJ�HQYLURQPHQW�DV�ZHOO�DV�GHVFULELQJ�58&2·V�VKRUW�DQG�ORQJ�
WHUP� SODQV�� $GGLWLRQDOO\�� 58&2� KDV� QRW� GHYHORSHG� D� YLVLRQ� RU� PLVVLRQ� VWDWHPHQW� WKDW
FDSWXUHV�WKH�QHHGV�RI� LWV�VWDNHKROGHUV�DQG�UHIOHFWV�WKH�G\QDPLF�XWLOLW\�UHJXODWRU\�HQYLURQ�
PHQW� LQ�ZKLFK�LW�RSHUDWHV��:LWKRXW�D�IRUPDO�VWUDWHJLF�SODQ��58&2�KDV�QR�FRPSUHKHQVLYH
PHWKRG�IRU�GHILQLQJ��SULRULWL]LQJ��EDODQFLQJ��DQG�HYDOXDWLQJ�LWV�JURZLQJ�DGYRFDF\�UROH�
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Table 2

Residential Utility Consumer Office
Number of Utility Applications and RUCO Interventions

Filed with the Corporation Commission
Years Ended December 31, 1995 through 1998

1995 1996 1997 1998
Utility Apps. Intvs. Apps. Intvs. Apps. Intvs. Apps. Intvs.

(OHFWULF�� �� � �� � �� � �� ��
*DV �� � �� � �� � �� �
6HZHU�:DWHU ��� �� ��� � ��� � ��� ��
7HOHFRPPXQLFDWLRQV�� ��� �� ��� �� ��� ���� ��� ���
7RWDOV ��� �� ��� �� ��� �� ��� ��

�����������������������������������������������������

� (OHFWULF�LQGXVWU\�UHVWUXFWXULQJ�WKDW�EHJDQ�LQ������FDXVHG�LQFUHDVHG�58&2�DFWLYLW\�LQ������

� 7HOHFRPPXQLFDWLRQV�LQGXVWU\�GHUHJXODWLRQ�LQ������FDXVHG�LQFUHDVHG�58&2�DFWLYLW\�LQ������DQG������

6RXUFH��� $XGLWRU�*HQHUDO�VWDII�DQDO\VLV�RI�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ�XWLOLW\�FRPSDQ\�DSSOLFDWLRQ�GDWD�DQG�58&2·V
FDVH�LQWHUYHQWLRQ�GDWDEDVH�IRU�\HDUV�HQGHG�'HFHPEHU����������WKURXJK������

6RPH�VWDWHV�WKDW�DUH�DOVR�XQGHUJRLQJ�VLJQLILFDQW�UHJXODWRU\�FKDQJH�DUH�XVLQJ�VWUDWHJLF�SODQ�
QLQJ�WR�HQKDQFH�WKHLU�VWDWH·V�FRQVXPHU�DGYRFDF\�HIIRUWV��7KHVH�VWDWHV�DUH�IRFXVLQJ�RQ�QHZ
DFWLYLWLHV�WR�HQVXUH�WKDW�DQ\�FKDQJH�LQ�XWLOLW\�FRPSDQ\�UHYHQXH�VWUXFWXUHV�ZLOO�QRW�KDYH�DQ
LPSDFW�RQ�WKH�VDIHW\��UHOLDELOLW\��DQG�RYHUDOO�TXDOLW\�RI�XWLOLW\�VHUYLFHV��WR�PRUH�FOHDUO\�GHILQH
WKHLU� PLVVLRQ� DQG� REMHFWLYHV�� DQG� WR� EHWWHU� VHUYH� WKHLU� FXVWRPHUV�� )RU� H[DPSOH�� 0DLQH·V
FRQVXPHU�DGYRFDWH� LV�ZRUNLQJ�ZLWK� LWV�SXEOLF�XWLOLW\� FRPPLVVLRQ� WR� UHDOLJQ� WKH�DGYRFDF\
UHVSRQVLELOLW\��7KH�FRPPLVVLRQ�ZLOO�IRFXV�RQ�XWLOLWLHV�UHJXODWLRQ�ZKLOH�WKH�DGYRFDF\�DJHQF\
ZLOO� VHHN� WR� SURWHFW� FRPSHWLWLRQ�� SURYLGH� UHVLGHQWLDO� FRQVXPHUV� ZLWK� WKH� WRROV� WR� PDNH
LQIRUPHG�FKRLFHV��DQG�SURWHFW�FRQVXPHUV�IURP�PDUNHW�DEXVHV�

)RUPDOL]LQJ� LQWHUQDO� SURFHVVHV� FDQ� HQKDQFH� 58&2·V� VWUDWHJLF� FDSDELOLWLHV³7R� HQVXUH
HIIHFWLYH�XVH�RI�LWV�OLPLWHG�UHVRXUFHV�LQ�WKH�IXWXUH��58&2�VKRXOG�IRUPDOL]H�LWV�SURFHGXUHV�IRU
GHFLGLQJ�ZKLFK�FDVHV�WR�VHOHFW�IRU�GHWDLOHG�VWXG\�DQG�SRVVLEOH�LQWHUYHQWLRQ��HYDOXDWLQJ�WKH
UHVXOWV�RI�WKHVH�HIIRUWV��DQG�SODQV�IRU�FRQVXPHU�HGXFDWLRQ��6SHFLILFDOO\��58&2�VKRXOG�

n Formalize its case selection guidelines³$OWKRXJK�58&2�KDV�D�EDVLF�SURFHVV�LQ�SODFH
IRU�FDVH�VHOHFWLRQ��ZKLFK�LQFRUSRUDWHV�NH\�IDFWRUV�DQG�UHOLHV�RQ�WKH�H[SHULHQFH�DQG�MXGJ�
PHQW�RI�VWDII��LW�KDV�QRW�IRUPDOL]HG�WKLV�SURFHVV��&XUUHQWO\��58&2�FRQVLGHUV�WKH�VL]H�RI
WKH�XWLOLW\�FRPSDQ\��DPRXQW�RI�UDWH�LQFUHDVH�VRXJKW��QXPEHU�RI�FXVWRPHU�FRPSODLQWV�LQ�
YROYLQJ�WKH�FRPSDQ\��LPSRUWDQFH�RI�FDVH�LVVXHV��DQG�WKH�DYDLODELOLW\�RI�UHVRXUFHV�LQ�GH�
WHUPLQLQJ�ZKHQ�WR�LQWHUYHQH�LQ�D�FDVH��+RZHYHU��58&2�KDV�QRW�IRUPDOL]HG�WKLV�SURFHVV�
D�SURFHVV�WKDW�DOVR�UHOLHV�RQ�WKH�H[SHULHQFH�DQG�MXGJPHQW��RI�FXUUHQW�VWDII��6KRXOG�58&2
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ORVH�DQ\�VWDII�WKDW�DVVLVW�LQ�WKLV�SURFHVV��LWV�DELOLW\�WR�FRQWLQXH�WR�DSSURSULDWHO\�VHOHFW�FDVHV
IRU�LQWHUYHQWLRQ�PD\�EH� LPSDFWHG��7KHUHIRUH��58&2�VKRXOG�GRFXPHQW� LWV�SURFHVV�DQG
FULWHULD�XVHG�IRU�VHOHFWLQJ�FDVHV�IRU�LQWHUYHQWLRQ�

n Formalize its process for assessing case outcomes³58&2�VKRXOG�DOVR�IRUPDOL]H
LWV� SURFHVV� IRU� FULWLTXLQJ� LWV� SHUIRUPDQFH� LQ� FDVHV� LQ� ZKLFK� LW� LQWHUYHQHV�� &XUUHQWO\�
58&2�LQIRUPDOO\�DVVHVVHV�LWV�SHUIRUPDQFH�WR�JDLQ�LQVLJKW�LQWR�KRZ�LW�PD\�QHHG�WR�PRG�
LI\�LWV�DFWLYLWLHV�WR�LPSURYH�LWV�LPSDFW�LQ�XWLOLW\�UDWH�DQG�QRQ�UDWH�FDVHV��$GGLWLRQDOO\��DV
UHIOHFWHG�LQ�LWV�DQQXDO�UHSRUWV��58&2�PHDVXUHV�LWV�VXFFHVV�E\�WDNLQJ�WKH�GLIIHUHQFH�EH�
WZHHQ�WKH�FRPSDQ\·V�SURSRVDO�DQG�WKH�&RPPLVVLRQ·V�ILQDO�RUGHU��+RZHYHU��RWKHU�WKDQ
WKLV�PHDVXUH��58&2�GRHV�QRW�HPSOR\�D�IRUPDO�SURFHVV�WR�GRFXPHQW�LWV�SHUIRUPDQFH�RQ
LQGLYLGXDO�LVVXHV�LQ�D�FDVH��WKH�HIIHFWLYHQHVV�RI�RWKHU�SDUWLHV�LQ�WKH�FDVH��RU�RWKHU�IDFWRUV
WKDW�PD\�DIIHFW�&RPPLVVLRQ�GHFLVLRQV��7KHUHIRUH��58&2�VKRXOG�FRQVLGHU�GHYHORSLQJ�D
PHFKDQLVP� WR� HYDOXDWH� LWV� SHUIRUPDQFH� DQG� WR� GRFXPHQW� SHUWLQHQW� LQIRUPDWLRQ�� 7KLV
PHFKDQLVP�VKRXOG�LQFOXGH�ZULWWHQ�SURFHGXUHV�IRU�HYDOXDWLQJ�HDFK�W\SH�RI�FDVH�LQ�ZKLFK
LW�LQWHUYHQHV��UHYLHZLQJ�FRPSRQHQWV�RI�WKH�FDVH�LQFOXGLQJ�EXLOGLQJ�DQG�HTXLSPHQW�YDO�
XHV��UHYHQXH�DQG�H[SHQGLWXUHV��DQG�UDWH�VHWWLQJ�LVVXHV�IRU�UDWH�FDVHV��DQG�VSHFLI\LQJ�LWV
SRWHQWLDO�FRQFHUQV�DQG�FULWLTXLQJ�FDVH�RXWFRPHV� LQ�UHODWLRQ� WR� WKRVH�FRQFHUQV� IRU�QRQ�
UDWH�FDVHV�

n Develop plans for its consumer education program³/DVWO\�� 58&2� VKRXOG�PRUH
IRUPDOO\�GHYHORS�LWV�SODQV�WR�EHFRPH�LQYROYHG�LQ�FRQVXPHU�HGXFDWLRQ��$OWKRXJK�58&2
LV�LQ�WKH�LQLWLDO�SKDVHV�RI�ODXQFKLQJ�D�FRQVXPHU�HGXFDWLRQ�SURJUDP�DQG�KDV�UHFHLYHG�DS�
SURYDO�WR�H[SHQG���������DQQXDOO\�LQ�ILVFDO�\HDUV������DQG������IRU�FRQVXPHU�HGXFDWLRQ
SXUSRVHV��LW�KDV�\HW�WR�GHYHORS�SODQV�WKDW�VSHFLI\�ZKDW�VXFK�D�SURJUDP�ZLOO�DFFRPSOLVK
RU�ZKDW�DFWLYLWLHV�LW�ZLOO�HQWDLO��VXFK�DV�GLVWULEXWLQJ�SDPSKOHWV�RU�FUHDWLQJ�D�QHZVOHWWHU�
$GGLWLRQDOO\��ZKLOH�58&2�KDV�GLVFXVVHG�GHYHORSLQJ�D�:HEVLWH�RQ�WKH�,QWHUQHW�WR�SUR�
YLGH�LQIRUPDWLRQ��58&2�KDV�QR�IRUPDO�SODQV�IRU�GHYHORSPHQW�RU�LPSOHPHQWDWLRQ�
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Recommendations

�� 7R� HQVXUH� WKDW�58&2� FRQWLQXHV� WR� EHQHILFLDOO\� DGYRFDWH� RQ� EHKDOI� RI� UHVLGHQWLDO� FRQ�
VXPHUV��58&2�VKRXOG�GHYHORS�D�PRUH�FRPSUHKHQVLYH�VWUDWHJLF�SODQ�WKDW�LGHQWLILHV�NH\
DUHDV�IRU�DGYRFDF\�LQ�$UL]RQD·V�G\QDPLF�XWLOLW\�UHJXODWRU\�HQYLURQPHQW��&RPSRQHQWV�RI
WKLV�SODQ�FRXOG�LQFOXGH�

D� (VWDEOLVKLQJ�D�EURDGHU�PLVVLRQ�VWDWHPHQW�

E� 'HILQLQJ�LWV�VWDNHKROGHUV�DQG�FXVWRPHUV�

F� ,GHQWLI\LQJ�ZKDW�VHUYLFHV�LW�ZLOO�GHOLYHU��DQG

G� 'HWHUPLQLQJ�WKH�IRFXV�RI�IXWXUH�DGYRFDF\�HIIRUWV�

�� 58&2�VKRXOG� IRUPDOL]H� LWV� FDVH� VHOHFWLRQ�SURFHVV� E\�GRFXPHQWLQJ� WKH�SURFHVV� LW� HP�
SOR\V�DQG�WKH�IDFWRUV�LW�FRQVLGHUV�ZKHQ�DVVHVVLQJ�FDVHV�IRU�SRVVLEOH�LQWHUYHQWLRQ�

�� 58&2�VKRXOG�IRUPDOL]H�LWV�SURFHVV�IRU�PHDVXULQJ�DQG�FULWLTXLQJ�LWV�LPSDFW�RQ�FDVHV�WR
FRQWLQXH�WR�PD[LPL]H�58&2�LQWHUYHQWLRQV�RQ�EHKDOI�RI�UHVLGHQWLDO�FRQVXPHUV��DQG

�� 58&2�VKRXOG�GHILQH�LWV�FRQVXPHU�HGXFDWLRQ�IRFXV��LQFOXGLQJ�GHYHORSPHQW�RI�D�:HEVLWH�
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FINDING II

STRONGER  FISCAL  MONITORING  NEEDED
TO  ACCURATELY  DETERMINE

ASSESSMENT

)RU�WKH�SDVW�IHZ�\HDUV��58&2�KDV�LQFRUUHFWO\�FDOFXODWHG�LWV�DQQXDO�DVVHVVPHQW��ZKLFK�KDV
FUHDWHG�D� ODUJH�DQG�XQQHFHVVDU\� IXQG�EDODQFH��%\�VWDWXWH��58&2�VKRXOG�EH�UHGXFLQJ� WKLV
EDODQFH�E\�DGMXVWLQJ�WKH�VL]H�RI�WKH�DQQXDO�DVVHVVPHQW�SDLG�E\�XWLOLW\�FRPSDQLHV��DQG�XOWL�
PDWHO\� E\� FRQVXPHUV�� 7KHUHIRUH�� 58&2� QHHGV� ILVFDO� PRQLWRULQJ� SURFHGXUHV� WR� EHWWHU
PRQLWRU�LWV�UHYROYLQJ�IXQG�DQG�DFFXUDWHO\�GHWHUPLQH�LWV�DQQXDO�DVVHVVPHQW�

Revenues Derived
from Utility Assessment

58&2�RSHUDWHV�XVLQJ�UHYHQXHV�LW�UHFHLYHV�IURP�DQ�DQQXDO�DVVHVVPHQW�DJDLQVW�SXEOLF�VHUYLFH
FRUSRUDWLRQV��7KH�/HJLVODWXUH� HVWDEOLVKHV�58&2·V� DQQXDO� VSHQGLQJ� DXWKRULW\� EDVHG�XSRQ
58&2·V�ELHQQLDO�EXGJHW�UHTXHVWV��8QGHU�$�5�6��������������DQG���������58&2�PXVW�VXE�
WUDFW�DQ\�PRQLHV�UHPDLQLQJ�LQ�LWV�UHYROYLQJ�IXQG�IURP�WKLV�VSHQGLQJ�DXWKRULW\�WR�DUULYH�DW
WKH� DVVHVVPHQW� DPRXQW� DQG� IRUZDUG� WKLV� DPRXQW� WR� WKH� &RUSRUDWLRQ� &RPPLVVLRQ�� 7KH
&RUSRUDWLRQ� &RPPLVVLRQ� WKHQ� OHYLHV� WKH� DVVHVVPHQW� DJDLQVW� SXEOLF� VHUYLFH� FRUSRUDWLRQV
ZLWK�UHYHQXHV�LQ�H[FHVV�RI����������

)RU�ILVFDO�\HDUV�������������������DQG�������WKH�/HJLVODWXUH�KDV�DOORZHG�58&2�WR�FDUU\�RYHU
FHUWDLQ�PRQLHV�LQ�LWV�UHYROYLQJ�IXQG�LQWR�WKH�QH[W�\HDU�LQVWHDG�RI�UHGXFLQJ�LWV�DVVHVVPHQW�E\
WKHVH�XQH[SHQGHG�PRQLHV�� 6WDWXWH� UHTXLUHV� WKDW�ZKHQ� FDOFXODWLQJ� WKH� DVVHVVPHQW�� 58&2
PXVW� VXEWUDFW�RQO\� LWV�XQH[SHQGHG� ODSVLQJ�PRQLHV��ZKLOH�EHLQJ�DOORZHG� WR� FDUU\� IRUZDUG
DQ\�PRQLHV�VSHFLILFDOO\�LGHQWLILHG�E\�WKH�/HJLVODWXUH�DV�QRQODSVLQJ��%HJLQQLQJ�ZLWK�58&2·V
ILVFDO�\HDU� �����DSSURSULDWLRQ�� OHJLVODWLYH� VHVVLRQ� ODZ�KDV�JHQHUDOO\� LGHQWLILHG�PRQLHV� DS�
SURSULDWHG�VSHFLILFDOO\� IRU�SURIHVVLRQDO�ZLWQHVVHV�DV�QRQODSVLQJ�PRQLHV� WR� FRYHU� FRQWUDFWV
WKDW� H[WHQG� EH\RQG� WKH� ILVFDO� \HDU�� 7KHVH� VHUYLFHV� DUH� JHQHUDOO\� IRU� SURIHVVLRQDO� ZLW�
QHVV�H[SHUW�VHUYLFH�WR�DVVLVW�ZLWK�FDVH�DQDO\VHV�DQG�WHVWLPRQ\�
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Inadequate Fiscal Monitoring Contributes
to Incorrect Assessments

%HFDXVH�RI�LQDGHTXDWH�ILVFDO�PRQLWRULQJ��58&2�KDV�QRW�FRUUHFWO\�GHWHUPLQHG�LWV�DVVHVVPHQW�
ZKLFK�UHVXOWHG�LQ�D�EDODQFH�RI����������LQ�ODSVLQJ�PRQLHV�DW�WKH�HQG�RI�ILVFDO�\HDU�������,Q
UHFHQW�\HDUV��58&2�KDV�QRW�IROORZHG�WKH�VWDWXWRU\�UHTXLUHPHQW�WR�UHGXFH�LWV�DVVHVVPHQW�DQG
KDV�UHFHLYHG�PRUH�UHYHQXH�WKDQ�QHFHVVDU\�WR�ILQDQFH�LWV�RSHUDWLRQV��7KLV�LQDGHTXDWH�ILVFDO
PRQLWRULQJ�DOVR�FUHDWHV�LQDFFXUDFLHV�DQG�FRQIXVLRQ�UHJDUGLQJ�58&2·V�ILVFDO�VWDWXV�

2YHU�DVVHVVPHQW�GXH�WR�XQH[SHQGHG�PRQLHV�QRW�EHLQJ�VXEWUDFWHG�DV�SUHVFULEHG�E\�VWDWXWH³
)RU�DW�OHDVW�ILVFDO�\HDUV������DQG�������58&2�KDV�QRW�FRPSOLHG�ZLWK�VWDWXWRU\�UHTXLUHPHQWV
WR�UHGXFH�DQQXDO�DVVHVVPHQWV�E\�DQ�DPRXQW�HTXDO�WR�XQH[SHQGHG�ODSVLQJ�PRQLHV�UHPDLQ�
LQJ� LQ�58&2·V� UHYROYLQJ� IXQG��)RU�H[DPSOH��DV� LOOXVWUDWHG� LQ�7DEOH���� WKH�/HJLVODWXUH� DS�
SURYHG� ��������� LQ� VSHQGLQJ� DXWKRULW\� IRU� 58&2·V� ILVFDO� \HDU� ����� RSHUDWLRQV�� 'HVSLWH
KDYLQJ���������� LQ� ODSVHG�PRQLHV�DYDLODEOH� LQ� LWV� UHYROYLQJ� IXQG�DW� WKH�HQG�RI� ILVFDO�\HDU
������ 58&2� LQVWUXFWHG� WKH�&RUSRUDWLRQ�&RPPLVVLRQ� WR� DVVHVV� DQG� FROOHFW� ��������� IURP
XWLOLWLHV��+RZHYHU��FRQVXPHUV�QHHGHG�WR�SD\�RQO\����������WR�UDLVH�58&2·V�ILVFDO�\HDU�����
VSHQGLQJ�DXWKRULW\��6LPLODUO\��58&2�LQVWUXFWHG�WKH�&RUSRUDWLRQ�&RPPLVVLRQ�WR�DVVHVV�WKH
DSSURYHG�VSHQGLQJ�DXWKRULW\�IRU�ILVFDO�\HDU�������IDLOLQJ�WR�VXEWUDFW�DQ\�XQH[SHQGHG�ODSV�
LQJ�PRQLHV�WKDW�H[LVWHG�LQ�WKH�UHYROYLQJ�IXQG��7KLV�SUDFWLFH�UHVXOWV�LQ�D�ODUJH�IXQG�EDODQFH�
7DNLQJ�DFWLRQ�WR�UHGXFH�WKH�EDODQFH�ZRXOG�QRW�RQO\�FRPSO\�ZLWK�WKH�VWDWXWH�EXW�DOVR�SUR�
YLGH�D�VXEVWDQWLDO�RQH�WLPH�UHGXFWLRQ�LQ�WKH�DVVHVVPHQW��D�FRVW�WKDW�LV�XOWLPDWHO\�SDVVHG�RQ�WR
WKH�FRQVXPHU�

Table 3

Residential Utility Consumer Office
Determination of Statutorily Allowed Assessment
Years Ended or Ending June 30, 1998 and 1999

(Unaudited)

����1998       1999
/HJLVODWLYHO\�DSSURYHG�VSHQGLQJ�DXWKRULW\ �������� ��������

/HVV��5HYROYLQJ�)XQG�SULRU�\HDU�HQG�XQH[SHQGHG
ODSVLQJ�PRQLHV ��������� ���������

6WDWXWRULO\�DOORZHG�DVVHVVPHQW �������� ��������

6RXUFH���7KH�$UL]RQD�)LQDQFLDO�,QIRUPDWLRQ�6\VWHP��$),6��6WDWXV�RI�$SSURSULDWLRQV�DQG�([SHQGLWXUHV�UHSRUW�IRU�WKH
ILVFDO�\HDUV�HQGHG�RU�HQGLQJ�-XQH����������DQG������

58&2·V� LQDGHTXDWH� ILVFDO� PRQLWRULQJ� FUHDWHV� LQDFFXUDFLHV� DQG� FRQIXVLRQ³,QDGHTXDWH
ILVFDO�PRQLWRULQJ� KDV� FRQWULEXWHG� WR� 58&2·V� LQDELOLW\� WR� FRPSO\�ZLWK� VWDWXWRU\� UHTXLUH�
PHQWV� IRU�GHWHUPLQLQJ� LWV�DVVHVVPHQW��58&2�RIILFLDOV�KDYH�EHHQ� ODUJHO\�XQDZDUH�RI�KRZ
DQG�ZKHQ�WKH�&RPPLVVLRQ�OHYLHV�WKH�DVVHVVPHQW��ZKHWKHU�WKH�IXOO�DVVHVVPHQW�LV�FROOHFWHG�
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ZKHQ�DQG�ZKDW�GHSRVLWV�DUH�PDGH�WR�LWV�UHYROYLQJ�IXQG��DQG�ZKDW�WKH�UHYROYLQJ�IXQG�EDO�
DQFH�LV�DW�DQ\�SDUWLFXODU�WLPH��6XFK�EDVLF�ILVFDO�NQRZOHGJH�LV�HVVHQWLDO�IRU�58&2�WR�HQVXUH
WKDW� LW�DVVHVVHV�FRQVXPHUV�FRUUHFWO\��DQG�WKDW�PRQLHV�DUH�GHSRVLWHG�DSSURSULDWHO\�DQG�DUH
DYDLODEOH�WR�FRYHU�H[SHQGLWXUHV�

58&2·V�GLIILFXOWLHV� LQ� WKLV� UHJDUG�EHFDPH�SDUWLFXODUO\� HYLGHQW�GXULQJ� ILVFDO�\HDU� ������ ,Q
-DQXDU\�������58&2�EHOLHYHG�WKDW�DOWKRXJK�LW�ZDV�PLGZD\�WKURXJK�ILVFDO�\HDU�������LW�KDG
UHFHLYHG�RQO\��������RI�LWV����������DVVHVVPHQW�DQG�WKDW�LWV�ILVFDO�\HDU������RSHUDWLRQV�ZHUH
EHLQJ�ILQDQFHG�IURP�LWV�FDUU\RYHU�IXQG�EDODQFH��,Q�IDFW��58&2·V�ILVFDO�\HDU������DVVHVVPHQW
KDG�DOUHDG\�EHHQ�OHYLHG��VLJQLILFDQWO\�FROOHFWHG��DQG�GHSRVLWHG�LQ�58&2·V�UHYROYLQJ�IXQG�LQ
-XQH�������7KLV�GLVFUHSDQF\�DURVH�PDLQO\�EHFDXVH�WKH�&RUSRUDWLRQ�&RPPLVVLRQ�PLVODEHOHG
WKH� ILVFDO�\HDU������DVVHVVPHQW�GHSRVLWHG� LQWR�58&2·V�UHYROYLQJ� IXQG�DV� ILVFDO�\HDU�����
PRQLHV��+RZHYHU��58&2·V�LQDELOLW\�WR�PRQLWRU�WKH�DFWLYLW\�LQ�LWV�UHYROYLQJ�IXQG�H[DFHUEDWHG
WKH�VLWXDWLRQ�

Steps Needed to Ensure
Proper Fiscal Monitoring

58&2�QHHGV� WR� LPSURYH� LWV� UHYROYLQJ� IXQG�PDQDJHPHQW�� WKHUHE\�PD[LPL]LQJ� WKH�XVH�RI
DVVHVVPHQW�PRQLHV��6SHFLILFDOO\��WKH�IROORZLQJ�FKDQJHV�DUH�QHHGHG�

&RPSXWH�DVVHVVPHQW�DFFRUGLQJ� WR� VWDWXWH³58&2�VKRXOG� IROORZ� VWDWXWH� DQG� HQVXUH� WKDW
WKH�DVVHVVPHQW�DPRXQW�LW�IRUZDUGV�WR�WKH�&RUSRUDWLRQ�&RPPLVVLRQ�DFFRXQWV�IRU�DQ\�XQH[�
SHQGHG�ODSVLQJ�PRQLHV�UHPDLQLQJ�LQ�LWV�UHYROYLQJ�IXQG��6SHFLILFDOO\��58&2�VKRXOG�VXEWUDFW
PRQLHV�HVWLPDWHG�WR�UHPDLQ�LQ�LWV�UHYROYLQJ�IXQG�DW�WKH�HQG�RI�WKH�ILVFDO�\HDU�IURP�LWV�OHJLV�
ODWLYHO\� DSSURYHG� VSHQGLQJ� DXWKRULW\� WR� DUULYH� DW� WKH� DVVHVVPHQW� DPRXQW�� 7KLV� DPRXQW
VKRXOG�WKHQ�EH�IRUZDUGHG�WR�WKH�&RPPLVVLRQ�IRU�DVVHVVPHQW�

(VWDEOLVK�EHWWHU�ILQDQFLDO�PDQDJHPHQW�SURFHGXUHV³$GGLWLRQDOO\��58&2�QHHGV�WR�IRUPDOO\
HVWDEOLVK�JXLGHOLQHV�WKDW�UHTXLUH�DGHTXDWH�PRQLWRULQJ�RI�58&2·V�UHYROYLQJ�IXQG�DQG�RWKHU
ILQDQFLDO� DFWLYLWLHV�� 6SHFLILFDOO\��58&2�VKRXOG�GHYHORS�SROLFLHV� DQG�SURFHGXUHV� IRU�PRQL�
WRULQJ�LWV�ILVFDO�DFWLYLWLHV��SURYLGLQJ�WKH�VWDWXWRULO\�DOORZHG�DVVHVVPHQW�DPRXQW�WR�WKH�&RP�
PLVVLRQ��DQG�PRQLWRULQJ�LWV�UHYROYLQJ�IXQG�EDODQFH���,Q�DGGLWLRQ��58&2�QHHGV�WR�HVWDEOLVK
DQG� LPSOHPHQW� UHFRQFLOLDWLRQ�SUDFWLFHV� WR� HQVXUH�PRQLHV� DUH�SURSHUO\� DVVHVVHG�� FROOHFWHG�
DQG� GHSRVLWHG�� )XUWKHUPRUH�� 58&2� QHHGV� WR� HQKDQFH� LWV� PRQLWRULQJ� RI� UHYROYLQJ� IXQG
WUDQVDFWLRQV�VR�WKDW�LW�FDQ�DVFHUWDLQ�LWV�ILQDQFLDO�VWDWXV�DW�DQ\�JLYHQ�WLPH�
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Recommendations

�� 58&2� VKRXOG� DELGH� E\� $�5�6�� ������������ DQG� ������� ZKHQ� GHWHUPLQLQJ� LWV� DQQXDO
DVVHVVPHQW� DPRXQW�� 6SHFLILFDOO\�� 58&2� VKRXOG� UHGXFH� HDFK� \HDU·V� DVVHVVPHQW� E\� DQ
DPRXQW�HTXDO�WR�DQ\�PRQLHV�HVWLPDWHG�WR�UHPDLQ�LQ�LWV�UHYROYLQJ�IXQG�DW�WKH�HQG�RI�WKH
ILVFDO�\HDU�

�� 7R�HQVXUH�SURSHU�IXQG�PDQDJHPHQW��58&2�VKRXOG�VWUHQJWKHQ�LWV�ILQDQFLDO�SUDFWLFHV�E\�

D� 'HYHORSLQJ�SROLFLHV�DQG�SURFHGXUHV�WR�PRQLWRU�ILVFDO�DFWLYLWLHV�

E� $VVLJQLQJ�UHVSRQVLELOLW\�ZLWKLQ�SROLFLHV�DQG�SURFHGXUHV�IRU�SHUIRUPLQJ�YDULRXV�ILVFDO
DFWLYLWLHV�

F� 5HFRQFLOLQJ�DVVHVVPHQWV��FROOHFWLRQV��DQG�GHSRVLWV��DQG

G� 0RQLWRULQJ�UHYROYLQJ�IXQG�WUDQVDFWLRQV�
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OTHER  PERTINENT  INFORMATION

'XULQJ� WKH� DXGLW��RWKHU�SHUWLQHQW� LQIRUPDWLRQ�ZDV�JDWKHUHG� UHJDUGLQJ� FXUUHQW� HIIRUWV� WR� UH�
VWUXFWXUH�WKH�HOHFWULF�XWLOLW\�LQGXVWU\�LQ�$UL]RQD�DQG�58&2·V�UROH�LQ�WKHVH�HIIRUWV�

The Electric
Restructuring Process

6LPLODU�WR�ZKDW�KDSSHQHG�LQ�WKH�WHOHSKRQH�LQGXVWU\��HIIRUWV�DUH�XQGHUZD\�WR�FUHDWH�D�FRPSHWL�
WLYH�PDUNHWSODFH�IRU�WKH�SURYLVLRQ�RI�HOHFWULFLW\��(OHFWULF�FRPSHWLWLRQ��ZLWK�WKH�JRDO�RI�SURYLGLQJ
ORZHU�FRVWV�WR�DOO�XVHUV��SUHVHQWV�D�G\QDPLF�FKDQJH�IRU�WKH�HOHFWULF�XWLOLW\�LQGXVWU\��:KLOH�IHG�
HUDO�UHJXODWLRQ�RSHQHG�WKH�GRRU�IRU�HOHFWULF�UHVWUXFWXULQJ��LW�LV�XS�WR�HDFK�VWDWH�DV�WR�ZKHQ�DQG
KRZ�LW�ZLVKHV�WR�SXUVXH�LPSOHPHQWDWLRQ�

+RZ�HOHFWULFLW\� LV�QRZ�SURYLGHG�DQG�KRZ� LW�ZLOO� EH�SURYLGHG�XQGHU� HOHFWULF� FRPSHWLWLRQ³
(OHFWULF�UHVWUXFWXULQJ�LV�FKDQJLQJ�WKH�HOHFWULF�XWLOLW\� LQGXVWU\�E\�FUHDWLQJ�D�FRPSHWLWLYH�HQYL�
URQPHQW�LQ�RUGHU�WR�SURYLGH�HOHFWULFLW\�FXVWRPHUV�ZLWK�ORZHU�UDWHV��QHZ�RSWLRQDO�VHUYLFHV��DQG
QHZ�WHFKQRORJ\��(OHFWULF�FRPSHWLWLRQ�FKDQJHV�HOHFWULF�PRQRSROLHV�LQWR�IUHH�PDUNHW�FRPSDQLHV
WKDW�PXVW�FRPSHWH�ZLWK�RWKHU�VXSSOLHUV�IRU�FXVWRPHUV��&XUUHQWO\��XWLOLW\�FRPSDQLHV�SURGXFH
WKH�HOHFWULFLW\��DFW�DV� WKH�VROH�VXSSOLHU�WR�FRQVXPHUV��DQG�GLVWULEXWH� WKH�SRZHU� WKURXJK�WKHLU
WUDQVPLVVLRQ� QHWZRUNV��$V� HOHFWULF� FRPSHWLWLRQ� LV� LQWURGXFHG�� FRQVXPHUV�ZLOO� VWLOO� XVH� WKHLU
FXUUHQW�XWLOLW\�IRU�WUDQVPLWWLQJ�DQG�GLVWULEXWLQJ�HOHFWULFLW\��EXW�ZLOO�EH�DEOH�WR�FKRRVH�WKH�FRP�
SDQ\�WKDW�VXSSOLHV�WKHLU�HOHFWULFLW\��8QGHU�HOHFWULF�FRPSHWLWLRQ��SRZHU�VXSSO\�FRPSDQLHV�ZLOO
SURGXFH�HOHFWULFLW\�DQG�VHOO�LW�ZKROHVDOH��UHWDLO�FRPSDQLHV�ZLOO�EX\�SRZHU�IURP�VXSSOLHUV�DQG
PDUNHW�LW�WR�FRQVXPHUV��DQG�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�FRPSDQLHV�ZLOO�GHOLYHU�HOHFWULFLW\�WR
WKH�KRPH�RU�EXVLQHVV�RYHU�H[LVWLQJ�OLQHV�

%HIRUH�HOHFWULF�FRPSHWLWLRQ�FDQ�EH�SURYLGHG�WR�FRQVXPHUV��FULWLFDO� LVVXHV�RI�´VWUDQGHG�FRVWVµ
DQG�´XQEXQGOLQJµ�E\�HOHFWULF�XWLOLWLHV�PXVW�EH�DGGUHVVHG��7KHVH� LVVXHV�FRXOG�UHVXOW� LQ�DGGL�
WLRQDO�H[SHQVH�WR�WKH�HOHFWULF�FRQVXPHU�DQG�RIIVHW�DQ\�SRWHQWLDO�EHQHILW�WKH�FRQVXPHU�ZRXOG
RWKHUZLVH�UHFHLYH�IURP�UHVWUXFWXULQJ�

n Stranded costs³6WUDQGHG� FRVWV� UHSUHVHQW� LQYHVWPHQWV� LQ� SODQWV�� HTXLSPHQW�� DQG� LP�
SURYHPHQWV�WKDW�WKH�HOHFWULF�XWLOLW\�PDGH�LQ�WKH�SDVW��EXW�PD\�QRW�QHFHVVDULO\�EH�UHFRYHUDEOH
LQ�D�GHUHJXODWHG�HQYLURQPHQW��8WLOLWLHV�PDGH�WKHVH�LQYHVWPHQWV�H[SHFWLQJ�WR�UHFRYHU�WKHVH
FRVWV�E\�SDVVLQJ�WKHP�RQ�WR�WKHLU�FXVWRPHUV��+RZHYHU��LQ�D�FRPSHWLWLYH�PDUNHW��RZQHUV�RI
WKHVH�SODQWV�PD\�QRW�EH�DEOH�WR�FKDUJH�KLJK�HQRXJK�UDWHV�WR�UHFRYHU�WKHLU�FRVWV�DQG�VWLOO
FRPSHWH�IRU�FXVWRPHUV�

n Unbundling³´8QEXQGOLQJµ� UHIHUV� WR� VHSDUDWLQJ� WKH� WRWDO� SURFHVV� IURP� JHQHUDWLRQ� WR
GLVWULEXWLRQ�IRU�WKH�SXUSRVH�RI�VHSDUDWH�SULFLQJ��%HIRUH�HOHFWULFLW\�VXSSOLHUV�FDQ�RIIHU�FRP�
SHWLWLYH�UDWHV��JHQHUDWLRQ�FKDUJHV�QHHG�WR�EH�VHSDUDWHG�IURP�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ
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FKDUJHV�DQG�WKH�ELOOLQJ�SURFHVV�GHWHUPLQHG��5HVXOWLQJ�HOHFWULF�ELOOV�PD\�LQFOXGH�D�OLQH�LWHP
IRU�HDFK�FKDUJH�RU�WKH�FRQVXPHU�PD\�UHFHLYH�WZR�ELOOV��RQH�IURP�WKH�FRPSDQ\�WKDW�VXSSOLHV
WKH�HOHFWULFLW\�DQG�RQH�IURP�WKH�ORFDO�HOHFWULF�FRPSDQ\�WKDW�GHOLYHUV�WKH�HOHFWULFLW\��+RZ�
HYHU��ZLWK�HLWKHU�ELOOLQJ�SURFHVV��FRQVXPHUV�VKRXOG�KDYH�EHWWHU�LQIRUPDWLRQ�UHJDUGLQJ�WKHLU
HOHFWULF�UDWHV�

1DWLRQDO�HIIRUWV�WR�UHVWUXFWXUH�HOHFWULFLW\³)HGHUDO�UHJXODWLRQV�SURYLGHG�WKH�JURXQGZRUN�IRU
VWDWHV�WR�SXUVXH�HOHFWULF�UHVWUXFWXULQJ��7KH�3XEOLF�8WLOLW\�5HJXODWRU\�3ROLFLHV�$FW��3853$��RI
�����SURYLGHG�DQ�RSSRUWXQLW\�IRU�D�VKLIW�LQ�WKH�ZD\�XWLOLW\�FRPSDQLHV�JHQHUDWHG�HOHFWULFLW\��,Q
DGGLWLRQ� WR� WKH� WUDGLWLRQDO�PHWKRG�ZKHUH� WKH�XWLOLW\�JHQHUDWHG�� WUDQVPLWWHG�� DQG�GLVWULEXWHG
SRZHU�� 3853$� DOORZHG� FRPSDQLHV� WR� JHQHUDWH� DQG� ZKROHVDOH� HOHFWULFLW\� WR� RWKHU� XWLOLWLHV
ZLWKRXW�DOVR�KDYLQJ� WR� WUDQVPLW� DQG�GLVWULEXWH�SRZHU��+RZHYHU��ZKLOH�3853$�FUHDWHG� WKH
RSSRUWXQLW\� WR� JHQHUDWH� DQG� ZKROHVDOH� HOHFWULFLW\�� WKH� 1DWLRQDO� (QHUJ\� 3ROLF\� $FW� RI� ����
HVWDEOLVKHG�WKH�IHGHUDO�JRYHUQPHQW·V�LQWHQWLRQ�WR�VWLPXODWH�FRPSHWLWLRQ�E\�UHTXLULQJ�H[LVWLQJ
XWLOLWLHV�WR�DOORZ�ZKROHVDOH�VXSSOLHUV�WR�WUDQVPLW�HOHFWULFLW\�RYHU�WKH�H[LVWLQJ�XWLOLWLHV·�OLQHV�IRU�D
UHDVRQDEOH�SULFH�

:KLOH� IHGHUDO� UHJXODWLRQ� RSHQHG� WKH� GRRU� IRU� HOHFWULF� UHVWUXFWXULQJ�� HDFK� VWDWH�PXVW� GHFLGH
ZKHQ�DQG�KRZ�WR�SXUVXH�LPSOHPHQWDWLRQ��$OWKRXJK�WKH�SURFHVV�E\�ZKLFK�DQ\�VWDWH�SXUVXHV
HOHFWULF� UHVWUXFWXULQJ� LV� VLPLODU�� HDFK� VWDWH·V� XWLOLW\� UHJXODWRU\� HQYLURQPHQW� GHWHUPLQHV� LWV
SURJUHVV��:KLOH�QHDUO\�DOO�VWDWHV�KDYH�DW�OHDVW�EHJXQ�WKH�SURFHVV��DSSUR[LPDWHO\�KDOI�DUH�QRZ
FRQVLGHULQJ� OHJLVODWLRQ� WR�SURYLGH� IRU� HOHFWULF� FRPSHWLWLRQ�� 7KH� UHPDLQLQJ� VWDWHV� KDYH� HLWKHU
SDVVHG�UXOHV�IRU�LPSOHPHQWLQJ�HOHFWULF�UHVWUXFWXULQJ��RU�DUH�LQYROYHG�LQ�SLORW�SURJUDPV�DQG�RU
SKDVLQJ�LQ�HOHFWULF�FRPSHWLWLRQ��7KH�VWDWHV�WKDW�KDYH�PDGH�JUHDWHU�SURJUHVV�WHQG�WR�EH�WKH�VWDWHV
ZLWK�KLJKHU�FRQVXPHU�HQHUJ\�FRVWV��&DOLIRUQLD��$UL]RQD��DQG�1HYDGD�DUH�LQ�WKH�IRUHIURQW�LQ�WKH
:HVW��,Q�IDFW��LQ������&DOLIRUQLD�ZDV�WKH�ILUVW�VWDWH�WR�DOORZ�LWV�FXVWRPHUV�WR�FKRRVH�WKHLU�HOHFWULF
VXSSOLHU�

Status of Arizona’s Efforts to
Implement Electric Restructuring

9DULRXV�SDUWLHV�KDYH�ZRUNHG�IRU�VHYHUDO�\HDUV�WR�LPSOHPHQW�HOHFWULF�UHVWUXFWXULQJ�LQ�WKH�6WDWH�
6SHFLILFDOO\��WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ�DQG�RWKHU�LQWHUHVWHG�SDUWLHV�KDYH�ZRUNHG
VLQFH������WR�LPSOHPHQW�HOHFWULF�UHVWUXFWXULQJ��$GGLWLRQDOO\��58&2�LV�DFWLYHO\�SDUWLFLSDWLQJ�LQ
WKHVH�HIIRUWV�WR�HQVXUH�UHVLGHQWLDO�FRQVXPHU�LQWHUHVWV�DUH�UHSUHVHQWHG�DQG�SURWHFWHG�

(OHFWULF�UHVWUXFWXULQJ�LQ�$UL]RQD³,Q�-XQH�������WKH�$UL]RQD�&RUSRUDWLRQ�&RPPLVVLRQ��&RP�
PLVVLRQ��GHFLGHG�WR�VWXG\�DQG�FRQVLGHU�HOHFWULF�UHVWUXFWXULQJ�LQ�$UL]RQD��6LQFH�WKHQ��UHSUHVHQ�
WDWLYHV�IURP�XWLOLWLHV��58&2��HOHFWULF�FRRSHUDWLYHV��ODUJH�LQGXVWULHV��PLQHV��XQLRQV��WULEDO�FRXQ�
FLOV��HQHUJ\�PDUNHWHUV�� FRQVXPHU�JURXSV��DQG�VWDWH�DJHQFLHV�KDYH�SDUWLFLSDWHG� LQ�D� VHULHV�RI
ZRUNVKRSV�DQG�&RPPLVVLRQ�KHDULQJV�WR�GLVFXVV�HOHFWULF�UHVWUXFWXULQJ�IRU�DOO�XWLOLW\�FRQVXPHUV�
7KH� &RPPLVVLRQ� DGRSWHG� HOHFWULF� FRPSHWLWLRQ� UXOHV� LQ� 'HFHPEHU� ������ ZKLFK� SURYLGHG� D
IUDPHZRUN� IRU�HOHFWULF�XWLOLW\� FRPSDQLHV� WR�RSHUDWH� LQ�D� FRPSHWLWLYH�PDUNHW�� ,Q� UHVSRQVH� WR
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WKHVH� UXOHV�� $UL]RQD·V� H[LVWLQJ� HOHFWULF� FRPSDQLHV� ILOHG� ´FRVW� UHFRYHU\� SODQVµ� WR� DGGUHVV
VWUDQGHG�FRVWV�DQG�XQEXQGOLQJ�LVVXHV��,Q�DGGLWLRQ��HOHFWULF�FRPSDQLHV�LQ�RWKHU�VWDWHV�EHFDPH
HOLJLEOH�WR�ILOH�DSSOLFDWLRQV�ZLWK�WKH�&RPPLVVLRQ�WR�EHFRPH�FHUWLILHG�HOHFWULF�VHUYLFH�SURYLGHUV
FDSDEOH�RI�FRPSHWLQJ�DQG�RSHUDWLQJ�LQ�WKH�6WDWH�

,QWURGXFWLRQ�RI�HOHFWULF�FRPSHWLWLRQ�LQ�$UL]RQD�LV�WHPSRUDULO\�RQ�KROG��7KH�&RPPLVVLRQ�KDG
DGRSWHG�UXOHV�DOORZLQJ�XWLOLWLHV�WR�RSHQ�HOHFWULF�FRPSHWLWLRQ�WR�FRQVXPHUV�HIIHFWLYH�-DQXDU\���
������+RZHYHU��RQ�-DQXDU\����������WKH�&RPPLVVLRQ�VXVSHQGHG�WKH�HOHFWULF�FRPSHWLWLRQ�UXOHV
IRU�IXUWKHU�VWXG\�DQG�SRVVLEOH�UHYLVLRQ�

3UHVHQW�DQG�IXWXUH�UROH�RI�58&2�LQ�HOHFWULF�UHVWUXFWXULQJ³7R�UHSUHVHQW�UHVLGHQWLDO�FRQVXPHU
LQWHUHVWV��58&2�KDV�WDNHQ�DQ�DFWLYH�UROH�LQ�WKH�UHVWUXFWXULQJ�SURFHVV�E\�HQJDJLQJ�LQ�D�YDULHW\�RI
DFWLYLWLHV��7KHVH�LQFOXGH�

n Participating in forums³58&2�LV�LQYROYHG�LQ�D�QXPEHU�RI�IRUXPV��)RU�H[DPSOH��58&2
SDUWLFLSDWHV�RQ�WKH�6DOW�5LYHU�3URMHFW�&RQVXPHU�$GYLVRU\�%RDUG��ZKLFK�SUHSDUHV�DQG�GLV�
VHPLQDWHV�UHVWUXFWXULQJ�LQIRUPDWLRQ�WR�LWV�UHVLGHQWLDO�FRQVXPHUV��$GGLWLRQDOO\��WR�KHOS�SUR�
YLGH� WKH� UHVLGHQWLDO� FRQVXPHU�ZLWK� WKH� ORZHVW� UDWHV� DQG� WKH� KLJKHVW� TXDOLW\� RI� VHUYLFH�
58&2�LV�D�YRWLQJ�PHPEHU�RI�'HVHUW�6WDU��D�PHPEHUVKLS�FRRSHUDWLYH�PDGH�XS�RI�WUDQVPLV�
VLRQ�SURYLGHUV�DQG�LQWHUHVWHG�SDUWLHV��,W�LV�H[SHFWHG�WKDW�'HVHUW�6WDU�ZLOO�HYHQWXDOO\�RSHUDWH
WKH�WUDQVPLVVLRQ�V\VWHP�LQ�$UL]RQD��1HZ�0H[LFR��DQG�SDUWV�RI�1HYDGD�DQG�7H[DV�WR�HQVXUH
WKDW�HDFK�HOHFWULFLW\�VXSSOLHU�KDV�DFFHVV�WR�WUDQVPLVVLRQ�IDFLOLWLHV�

n Intervening in and analyzing Commission cases involving electric restructuring³
58&2� KDV� LQWHUYHQHG� LQ� FDVHV� LQYROYLQJ� HOHFWULF� UHVWUXFWXULQJ� EHIRUH� WKH� &RPPLVVLRQ�
6SHFLILFDOO\��58&2�KDV�LQWHUYHQHG�LQ�DOO�SKDVHV�RI�WKH�UXOHPDNLQJ�SURFHHGLQJ��DWWHPSWLQJ
WR�DVVXUH�WKDW�DOO�UHVLGHQWLDO�FRQVXPHUV�DUH�IUHH�WR�FKRRVH�DQ�HOHFWULF�VXSSOLHU��58&2�KDV
DOVR� LQWHUYHQHG� LQ� FDVHV� LQYROYLQJ� QHZ� VXSSOLHUV� RI� HOHFWULFLW\� IRU� DXWKRULW\� WR� VHUYH
FXVWRPHUV� LQ� $UL]RQD�� 6R� IDU�� WKH� &RPPLVVLRQ� KDV� DXWKRUL]HG� IRXU� DGGLWLRQDO� HOHFWULF
VHUYLFH�VXSSOLHUV�WR�RSHUDWH�LQ�WKH�6WDWH��$GGLWLRQDOO\��58&2�KDV�LQWHUYHQHG�LQ�SURFHHGLQJV
LQYROYLQJ�VWUDQGHG�FRVWV�WR�HQVXUH�WKDW�DQ\�XQQHFHVVDU\�FRVWV�DUH�QRW�EHLQJ�SDVVHG�RQ�WR
WKH�UHVLGHQWLDO�FRQVXPHU�

n Representing residential interests in workshops and on committees³7R�HQVXUH�WKDW
UHVLGHQWLDO�FRQVXPHUV�DUH�UHSUHVHQWHG��58&2�SDUWLFLSDWHV�LQ�&RPPLVVLRQ�ZRUNVKRSV�DQG
VLWV�RQ�FRPPLWWHHV��*HQHUDOO\��WKHVH�ZRUNVKRSV�DQG�FRPPLWWHHV�KDYH�GLVFXVVHG�LVVXHV�VXFK
DV�PHWHULQJ�DQG�ELOOLQJ��TXDOLW\�RI�VHUYLFH��VWUDQGHG�FRVWV��HQVXULQJ�VHUYLFH�IRU�ORZ�LQFRPH
FXVWRPHUV��DQG�FRQVXPHU�HGXFDWLRQ�

n Performing consumer outreach and education activities³$OWKRXJK� 58&2� KDV� QR
VWDWXWRU\�PDQGDWH�WR�SURYLGH�FRQVXPHU�HGXFDWLRQ�RU�RXWUHDFK�SURJUDPV��58&2�LV�DFWLYH
LQ�FHUWDLQ�DUHDV��)RU�H[DPSOH��58&2�KDV�WDNHQ�SDUW�LQ�PHGLD�SUHVHQWDWLRQV�DQG�KDV�EHHQ
TXRWHG� LQ�QHZVSDSHU�DUWLFOHV�DGYRFDWLQJ� LWV�SRVLWLRQ� WR�SURWHFW� WKH� UHVLGHQWLDO� FRQVXPHU
IURP�KLJKHU�FRVWV��XQIDLU�WUHDWPHQW�E\�WKH�XWLOLWLHV��RU�LQ�DUHDV�RI�VHUYLFH�TXDOLW\�
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SUNSET  FACTORS

,Q�DFFRUGDQFH�ZLWK�$�5�6������������WKH�/HJLVODWXUH�VKRXOG�FRQVLGHU�WKH�IROORZLQJ����IDFWRUV
LQ�GHWHUPLQLQJ�ZKHWKHU�WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�2IILFH��58&2��VKRXOG�EH�FRQWLQ�
XHG�RU�WHUPLQDWHG�

1. The objective and purpose in establishing RUCO.

7KH�/HJLVODWXUH� HVWDEOLVKHG�58&2� LQ� ����� WR� UHSUHVHQW� WKH� LQWHUHVWV� RI� UHVLGHQWLDO
XWLOLW\�FRQVXPHUV�RI�UHJXODWHG�XWLOLWLHV� LQ�SURFHHGLQJV�EHIRUH� WKH�$UL]RQD�&RUSRUD�
WLRQ�&RPPLVVLRQ��3ULRU�WR�58&2·V�H[LVWHQFH��WKH�&RUSRUDWLRQ�&RPPLVVLRQ·V�8WLOLWLHV
'LYLVLRQ� VWDII�ZDV� UHVSRQVLEOH� IRU� FRQVLGHULQJ� UHVLGHQWLDO� FRQVXPHUV·� QHHGV�ZKHQ
PDNLQJ�UHFRPPHQGDWLRQV�WR�WKH�&RPPLVVLRQ��+RZHYHU��EHFDXVH�&RPPLVVLRQ�VWDII
ZHUH�DOVR�FKDUJHG�ZLWK�PDNLQJ�UHFRPPHQGDWLRQV�WKDW�FRQVLGHUHG�D�EURDG�EDVH�RI
LQWHUHVWV��LQFOXGLQJ�VKDUHKROGHU�DQG�FRPSDQ\�DV�ZHOO�DV�FRPPHUFLDO�DQG�LQGXVWULDO
FXVWRPHUV��WKH\�FRXOG�QRW�H[FOXVLYHO\�UHSUHVHQW�WKH�LQWHUHVWV�RI�UHVLGHQWLDO�FRQVXP�
HUV�

$FFRUGLQJ�WR�WKH�DFW�HVWDEOLVKLQJ�58&2��WKH�DJHQF\�LV�LQWHQGHG�WR�UHSUHVHQW�WKH�LQ�
WHUHVWV�RI�UHVLGHQWLDO�FRQVXPHUV��FULWLFDOO\�DQDO\]H�SURSRVDOV�PDGH�E\�SXEOLF�VHUYLFH
FRUSRUDWLRQV�WR�WKH�&RPPLVVLRQ��DQG�IRUPXODWH�DQG�SUHVHQW�UHFRPPHQGDWLRQV�WR�WKH
&RPPLVVLRQ��$V�VXFK��58&2�LV�DXWKRUL]HG�WR�SUHSDUH�DQG�SUHVHQW�EULHIV��DUJXPHQWV�
DQG�SURSRVHG� UDWHV� RU� RUGHUV�� DQG� WR� LQWHUYHQH� RU� DSSHDU� RQ� EHKDOI� RI� UHVLGHQWLDO
XWLOLW\�FRQVXPHUV�EHIRUH�KHDULQJ�RIILFHUV�DQG�WKH�&RPPLVVLRQ�

2. The effectiveness with which RUCO has met its objective and purpose and the
efficiency with which the agency has operated.

58&2�KDV� JHQHUDOO\�PHW� LWV� REMHFWLYHV� DQG�SXUSRVH� E\� LQWHUYHQLQJ� LQ�PDWWHUV� LQ�
YROYLQJ�UHVLGHQWLDO�XWLOLW\�FRQVXPHUV�EHIRUH�WKH�&RUSRUDWLRQ�&RPPLVVLRQ�� ,Q�DGGL�
WLRQ��58&2�KDV�DFWLYHO\�SDUWLFLSDWHG�LQ�YDULRXV�IRUXPV�WR�UHSUHVHQW�UHVLGHQWLDO�FRQ�
VXPHUV�LQ�HOHFWULF�UHVWUXFWXULQJ�PDWWHUV��+RZHYHU��WKH�DXGLW�IRXQG�WKDW�58&2�FRXOG
PRUH�HIIHFWLYHO\�PHHW�LWV�REMHFWLYHV�E\�

n 8QGHUWDNLQJ�DGGLWLRQDO�DFWLYLWLHV��VXFK�DV�GHYHORSLQJ�D�FRPSUHKHQVLYH�VWUDWHJLF
SODQ�DQG�IRUPDOL]LQJ�LWV�FDVH�VHOHFWLRQ�SURFHVV�WR�EHWWHU�SRVLWLRQ�LWVHOI�IRU�WKH�IX�
WXUH��VHH�)LQGLQJ�,��SDJHV���WKURXJK�����

n ,PSURYLQJ� LWV� ILVFDO�PRQLWRULQJ� WR�FRPSO\�ZLWK� VWDWXWHV� IRU�GHWHUPLQLQJ� LWV�DQ�
QXDO� DVVHVVPHQW�� ,Q� UHFHQW� \HDUV�� 58&2·V� DQQXDO� DVVHVVPHQW� KDV� EHHQ� KLJKHU
WKDQ� QHFHVVDU\�� JHQHUDWLQJ� D� ODUJH� DQG� JURZLQJ� IXQG� EDODQFH� �VHH� )LQGLQJ� ,,�
SDJHV����WKURXJK�����
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3. The extent to which RUCO has operated within the public interest.

58&2�KDV�RSHUDWHG�ZLWKLQ�WKH�SXEOLF�LQWHUHVW�E\�UHSUHVHQWLQJ�UHVLGHQWLDO�FRQVXPHUV
LQ�UDWH�FDVHV�EHIRUH� WKH�&RUSRUDWLRQ�&RPPLVVLRQ��58&2� LQWHUYHQHV� WR�HQVXUH� WKDW
UHTXHVWHG�UDWH�LQFUHDVHV�DUH�IDLU�IRU�WKH�FRPSDQ\�DQG�GR�QRW�RYHU�EXUGHQ�UHVLGHQWLDO
FRQVXPHUV��,Q�DGGLWLRQ��58&2·V�LQWHUYHQWLRQV�FDQ�UHVXOW� LQ�QRQ�PRQHWDU\�EHQHILWV�
)RU�H[DPSOH��58&2·V�LQWHUYHQWLRQ�DFWLYLWLHV�UHODWHG�WR�WKH�6WDWH·V�PRYH�WRZDUG�HOHF�
WULF�UHVWUXFWXULQJ�KDYH�DGYRFDWHG�IRU�LQFUHDVHG�FRQVXPHU�HGXFDWLRQ�DQG�JUHDWHU�UHVL�
GHQWLDO�SDUWLFLSDWLRQ�LQ�HOHFWULF�GHUHJXODWLRQ��VHH�2WKHU�3HUWLQHQW�,QIRUPDWLRQ��SDJHV
���WKURXJK�����

4. The extent to which rules and regulations promulgated by RUCO are consis-
tent with the legislative mandate.

$OWKRXJK�WKH�GLUHFWRU�KDV�WKH�VWDWXWRU\�DXWKRULW\�WR�SURPXOJDWH�UXOHV��58&2�KDV�QRW
GRQH�VR��2XU�UHYLHZ�GLG�QRW�UHYHDO�WKH�QHHG�IRU�58&2�WR�GHYHORS�DQ\�UXOHV��58&2
KDV��KRZHYHU��SDUWLFLSDWHG�LQ�WKH�&RUSRUDWLRQ�&RPPLVVLRQ·V�SURFHVV�WR�GHYHORS�UXOHV
JRYHUQLQJ�HOHFWULF�UHVWUXFWXULQJ�LQ�$UL]RQD��VHH�2WKHU�3HUWLQHQW�,QIRUPDWLRQ��SDJHV
���WKURXJK�����

5. The extent to which RUCO has encouraged input from the public before prom-
ulgating its rules and regulations and the extent to which it has informed the
public as to its actions and their expected impact on the public.

6LQFH�58&2�KDV�FKRVHQ�QRW�WR�SURPXOJDWH�UXOHV��58&2�KDV�QRW�QHHGHG�WR�HQFRXUDJH
LQSXW� IURP� WKH� SXEOLF� EHIRUH� SURPXOJDWLQJ� UXOHV� DQG� UHJXODWLRQV�� $FFRUGLQJ� WR
58&2��WKH�SXEOLF�KDV�EHHQ�LQIRUPHG�RI�WKH�DJHQF\·V�DFWLYLWLHV�SULPDULO\�WKURXJK�WKH
PHGLD��$GGLWLRQDOO\��WKH�DJHQF\�LV�FRQVLGHULQJ�RWKHU�DFWLYLWLHV�WKDW�ZRXOG�NHHS�UHVL�
GHQWLDO�FXVWRPHUV�LQIRUPHG�RI�LPSRUWDQW�XWLOLW\�LVVXHV�WKDW�DIIHFW�WKHP��VXFK�DV�GH�
YHORSLQJ�D�QHZVOHWWHU�RU�JORVVDU\�RI�WHUPV�WKDW�H[SODLQV�HOHFWULF�UHVWUXFWXULQJ��+RZ�
HYHU��ZKLOH�58&2�KDV�LGHQWLILHG�D�QHHG�IRU�LQFUHDVHG�FRQVXPHU�HGXFDWLRQ��LW�KDV�QRW
GHYHORSHG�SODQV�VXFK�DV�HVWDEOLVKLQJ�D�:HEVLWH�RU�GHYHORSLQJ�EURFKXUHV�WR�DFFRP�
SOLVK�WKLV��VHH�)LQGLQJ�,��SDJHV���WKURXJK������,Q�DGGLWLRQ��&RUSRUDWLRQ�&RPPLVVLRQ
KHDULQJV�DQG�PHHWLQJV�DUH�RSHQ�WR�WKH�SXEOLF�DQG�FDQ�SURYLGH�DWWHQGHHV�ZLWK�DQ�RS�
SRUWXQLW\� WR� OHDUQ� PRUH� DERXW� 58&2·V� UROH� DQG� SDUWLFLSDWLRQ� LQ� WKH� XWLOLW\� UDWH�
PDNLQJ�SURFHVV�DQG�WR�YRLFH�WKHLU�FRQFHUQV�DQG�SUREOHPV�UHJDUGLQJ�XWLOLW\�VHUYLFHV�

6. The extent to which RUCO has been able to investigate and resolve complaints
that are within its jurisdiction.

58&2� GRHV� QRW� KDYH� WKH� VWDWXWRU\� DXWKRULW\� WR� LQYHVWLJDWH� RU� UHVROYH� FRQVXPHU
FRPSODLQWV��2FFDVLRQDOO\��KRZHYHU��58&2�UHFHLYHV�FRPSODLQWV�IURP�UHVLGHQWLDO�FRQ�
VXPHUV��:KHQ�WKLV�RFFXUV��58&2�UHIHUV� WKHVH�FRQVXPHUV�WR�WKH�&RUSRUDWLRQ�&RP�
PLVVLRQ·V�&RQVXPHU�6HUYLFHV�'LYLVLRQ�
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7. The extent to which the Attorney General or any other applicable agency of
state government has the authority to prosecute actions under the enabling
legislation.

7KLV� IDFWRU� LV�QRW�DSSOLFDEOH�VLQFH�58&2� LV�QRW�D� UHJXODWRU\�DJHQF\��58&2·V�RZQ
VWDII� DWWRUQH\V�� SXUVXDQW� WR� $�5�6�� ��������� SURYLGH� OHJDO� UHSUHVHQWDWLRQ� IRU� WKH
DJHQF\�LQ�SURFHHGLQJV�EHIRUH�WKH�&RUSRUDWLRQ�&RPPLVVLRQ�DQG�WKH�FRXUWV�

8. The extent to which RUCO has addressed deficiencies in its enabling statutes
which prevent it from fulfilling its statutory mandates.

58&2�GRHV�QRW�EHOLHYH�WKHUH�DUH�DQ\�GHILFLHQFLHV�LQ�LWV�HQDEOLQJ�VWDWXWHV�ZKLFK�SUH�
YHQW�LW�IURP�IXOILOOLQJ�LWV�PDQGDWHV�DQG�WKHUHIRUH��KDV�QRW�VRXJKW�FKDQJHV�LQ�WKH�ODVW
ILYH�\HDUV��$FFRUGLQJ�WR�58&2��LWV�DELOLW\�WR�SDUWLFLSDWH�LQ�XWLOLW\�PDWWHUV�EHIRUH�WKH
&RPPLVVLRQ�RWKHU�WKDQ�UDWH�DGMXVWPHQW�FDVHV�ZDV�FKDOOHQJHG�LQ�WKH�ODWH�����V��)RU
H[DPSOH��VWDWXWH�SURYLGHV�58&2�WKH�DXWKRULW\�WR�LQWHUYHQH�LQ�SURFHHGLQJV�EHIRUH�WKH
&RPPLVVLRQ�UHODWLQJ�WR�UDWH�PDNLQJ�RU�UDWH�GHVLJQ��\HW�UDWH�PDNLQJ�RU�UDWH�GHVLJQ
FDVHV�UHSUHVHQW�RQO\�DSSUR[LPDWHO\���SHUFHQW�RI�WKH�XWLOLW\�FDVHV�ILOHG�ZLWK�DQG�GH�
FLGHG�E\�WKH�&RPPLVVLRQ��$GGLWLRQDOO\��WKH������$XGLWRU�*HQHUDO�UHSRUW��5HSRUW�1R�
������UHFRPPHQGHG�WKDW�WKH�/HJLVODWXUH�FRQVLGHU�DPHQGLQJ�58&2·V�VWDWXWHV�WR�H[�
SDQG�DQG�FODULI\�58&2·V�DXWKRULW\�WR�SDUWLFLSDWH�LQ�DQ\�FDVH�EHIRUH�WKH�&RPPLVVLRQ
WKDW�PD\�KDYH�WKH�SRWHQWLDO�WR�LPSDFW�UHVLGHQWLDO�UDWHV�LQ�WKH�IXWXUH��+RZHYHU��58&2
KDV�FRQWLQXHG�WR�SDUWLFLSDWH�LQ�D�YDULHW\�RI�RWKHU�FDVHV�EHIRUH�WKH�&RPPLVVLRQ��VXFK
DV�ILQDQFLQJ�DQG�PHUJHUV��ZLWKRXW�IXUWKHU�FKDOOHQJH�DQG�VHHV�QR�QHHG�WR�DPHQG�LWV
VWDWXWRU\�DXWKRULW\�WR�VSHFLILFDOO\�LQFOXGH�QRQ�UDWH�FDVHV�

9. The extent to which changes are necessary in the laws of RUCO to adequately
comply with the factors listed in the Sunset Law.

7KLV�UHYLHZ�GLG�QRW�LGHQWLI\�DQ\�QHFHVVDU\�VWDWXWRU\�FKDQJHV�

10. The extent to which the termination of RUCO would significantly harm the
public health, safety or welfare.

:KLOH�WHUPLQDWLRQ�RI�58&2�ZRXOG�QRW�VLJQLILFDQWO\�KDUP�RU�KDYH�DQ�LPSDFW�RQ�WKH
ZHOIDUH� RI� UHVLGHQWLDO� XWLOLW\� FRQVXPHUV�� 58&2·V� LQWHUYHQWLRQ� LQWR� XWLOLW\� UDWH� DQG
QRQ�UDWH�FDVHV�KDV�KDG�VRPH�LPSDFW� LQ� OLPLWLQJ�UHVLGHQWLDO�XWLOLW\�ELOOV�� ,Q�DGGLWLRQ�
58&2·V�SUHVHQFH�LQ�WKH�SURFHVV�HQVXUHV�WKDW�UHVLGHQWLDO�FRQVXPHUV·�LQWHUHVWV�DUH�UHS�
UHVHQWHG��$OWKRXJK�RWKHU�FRQVXPHU�JURXSV�RU�WKH�&RPPLVVLRQ�VWDII�FRXOG�SURYLGH
UHSUHVHQWDWLRQ� IRU� UHVLGHQWLDO� FRQVXPHUV�� PDQ\� RI� WKH� FRQVXPHU� JURXSV� PD\� QRW
KDYH�WKH�ILQDQFLDO�UHVRXUFHV�RU�WHFKQLFDO�H[SHUWLVH�WR�SUHVHQW�DUJXPHQWV�LQ�FRPSOH[
FDVHV��)XUWKHUPRUH��&RPPLVVLRQ�VWDII�PXVW�EDODQFH�WKH�LQWHUHVWV�RI�WKH�XWLOLWLHV�DQG
DOO� FODVVHV� RI� FRQVXPHUV� DQG� WKXV� FDQQRW� EH� DV� DWWHQWLYH� WR� UHVLGHQWLDO� FRQVXPHU
QHHGV�DV�FDQ�58&2�
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11. The extent to which the level of regulation exercised by RUCO is appropriate
and whether less or more stringent levels of regulation would be appropriate.

7KLV�IDFWRU�GRHV�QRW�DSSO\�VLQFH�58&2�LV�QRW�D�UHJXODWRU\�DJHQF\�

12. The extent to which RUCO has used private contractors in the performance of
its duties and how effective use of private contractors could be accomplished.

58&2�SHULRGLFDOO\�XVHV�SULYDWH�FRQWUDFWRUV�WR�DVVLVW�LQ�WKH�SHUIRUPDQFH�RI�LWV�GXWLHV�
)RU�H[DPSOH��58&2�FRQWUDFWV�ZLWK�H[SHUWV�RU�SURIHVVLRQDO�ZLWQHVVHV�WR�SURYLGH�XWLO�
LW\�UDWH�FDVH�DQDO\VLV�DQG�WHVWLPRQ\�LQ�DUHDV�ZKHUH�LQ�KRXVH�VWDII�ODFN�VSHFLILF�H[SHU�
WLVH�RU�GR�QRW�KDYH�VXIILFLHQW�WLPH�DYDLODEOH��+RZHYHU��58&2·V�XVH�RI�SURIHVVLRQDO
ZLWQHVVHV�KDV� VKDUSO\�GHFUHDVHG� LQ� UHFHQW�\HDUV�� ODUJHO\�GXH� WR� WKH�KLULQJ�RI�PRUH
TXDOLILHG� LQ�KRXVH� VWDII�� &RQVHTXHQWO\�� 58&2·V� SURIHVVLRQDO� ZLWQHVV� H[SHQGLWXUHV
KDYH�GURSSHG�IURP����������LQ�ILVFDO�\HDU������WR�DQ�DQQXDO�DYHUDJH�RI����������IRU
ILVFDO�\HDUV������WKURXJK�������2XU�UHYLHZ�RI�58&2·V�SURIHVVLRQDO�ZLWQHVV�XVH�LQGL�
FDWHV� DQ� HIIHFWLYH� XVH� RI� FRQWUDFWRUV��ZKLOH� LQFUHDVLQJ� WKH� DJHQF\·V� UHOLDQFH� RQ� LQ�
KRXVH�H[SHUWLVH�
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May 20, 1999

Douglas R. Norton, CPA
Auditor General
Office of the Auditor General
2910 North 44th Street, Suite 410
Phoenix, Arizona 85018

Dear Mr. Norton:

RUCO is pleased to receive such a favorable report from the Auditor General.
His exhaustive analysis – spending over 2,000 hours examining every case in
which the office has intervened over the last five years – quantifies what RUCO
has believed all along.  RUCO is an effective advocate for residential consumers.

RUCO also appreciates the Auditor General’s recognition that changes and
growth in the State’s utility industries may contribute to a more challenging and
demanding workload for the agency.

RUCO appreciates the Auditor General’s suggestions concerning how our
internal processes can meet those future challenges. Utility regulation is
becoming increasingly complex and the suggestions “to ensure that RUCO
continues to beneficially advocate on behalf of residential consumers” are
excellent.

The Auditor General has recommended that, because of the changing regulatory
environment, RUCO should establish a broader mission statement, expand the
definition of its stakeholders and customers and determine the focus of future
advocacy efforts.  These changes will require modification of RUCO’s statutory
authority and we are committed to working with the Auditor General to prepare
and present a Legislative agenda incorporating these recommendations.
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Additionally, the Auditor General has recognized that RUCO has achieved this
high level of effectiveness while operating significantly below budget.  RUCO
appreciates the suggestions as to how we can work better with GOA and the
Arizona Corporation Commission to ensure that our annual surplus flows back to
consumers as efficiently as possible.  RUCO will endeavor to eliminate the
confusion caused returning a surplus to consumers through the labyrinthine
assessment process.

Finally, RUCO would like to thank the Auditor General and his staff for their
professionalism, recommendations, and responsiveness.

Sincerely,

Greg Patterson
Director



1

 Recommendations

1. To ensure that RUCO continues to beneficially advocate on behalf of residential
consumers, RUCO should develop a more comprehensive strategic plan that
identifies key areas for advocacy in Arizona’s dynamic utility regulatory
environment.  Components of this plan could include:

a. Establishing a broader mission statement; Agree:  Implement

b. Defining its stakeholders and customers; Agree:  Implement

c. Identifying what services it will deliver; and Agree:  Implement

d. Determining the focus of future advocacy efforts. Agree:  Implement

2. RUCO should formalize its case selection process by documenting the process it
employs and the factors it considers when assessing cases for possible
intervention;

Agree:  Implement

3. RUCO should formalize its process for measuring and critiquing its impact in
cases to continue to maximize RUCO interventions on behalf of residential
consumers; and

Agree:  Implement

4. RUCO should define its consumer education focus, including development of a
Website.

Agree:  Implement

5. RUCO should abide by A.R.S. §§ 40-401.01 and 40-409 when determining its
annual assessment amount.  Specifically, RUCO should reduce each year's
assessment by an amount equal to any monies estimated to remain in its
revolving fund at the end of the fiscal year.

Agree:  Implement

6. To ensure proper fund management, RUCO should strengthen its financial
practices by:

a. Developing policies and procedures to monitor fiscal activities;
Agree:  Implement
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b. Assigning responsibility within policies and procedures for performing
various fiscal activities; Agree:  Implement

c. Reconciling assessments, collections, and deposits; and
Agree:  Implement

d. Monitoring revolving fund transactions. Agree:  Implement
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INTRODUCTION  AND  BACKGROUND

7KH�2IILFH�RI�WKH�$XGLWRU�*HQHUDO�KDV�FRQGXFWHG�D�SHUIRUPDQFH�DXGLW�DQG�6XQVHW�UHYLHZ�RI
WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG��%RDUG��SXUVXDQW�WR�D�0D\�����������UHVROXWLRQ�RI
WKH� -RLQW�/HJLVODWLYH�$XGLW�&RPPLWWHH��7KLV� DXGLW�ZDV� FRQGXFWHG�DV� D�SDUW� RI� WKH� 6XQVHW
UHYLHZ�VHW�IRUWK�LQ�$UL]RQD�5HYLVHG�6WDWXWHV��$�5�6�������������WKURXJK����������7KLV�LV�WKH
WKLUG�DXGLW�RI�WKH�%RDUG��,Q�ERWK������DQG������� WKH�$XGLWRU�*HQHUDO�FRPSOHWHG�D� OLPLWHG
UHYLHZ�RI�WKH�%RDUG��5HSRUW�1RV�������DQG�������UHVSHFWLYHO\��

7KH� %RDUG� ZDV� HVWDEOLVKHG� LQ� FRQMXQFWLRQ� ZLWK� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU� 2IILFH
�58&2��LQ�������$�5�6����������UHTXLUHV�WKDW�WKH�%RDUG�VKDOO�DGYLVH�58&2�RQ�DOO�PDWWHUV
UHODWLQJ�WR�UDWH�PDNLQJ�RU�UDWH�GHVLJQ�DQG�LQYROYLQJ�SXEOLF�VHUYLFH�FRUSRUDWLRQV��7KH�%RDUG
LV�VWDWXWRULO\�HPSRZHUHG�WR�LQVWUXFW�58&2·V�GLUHFWRU�WR�ZLWKGUDZ�DQ\�FRXUW�DFWLRQ�ILOHG�E\
58&2��DQG�WR�SUHSDUH�58&2·V�SURSRVHG�DQQXDO�EXGJHW�UHTXHVW� MRLQWO\�ZLWK� LWV�GLUHFWRU�
7KH�%RDUG�PD\�DOVR�DGYLVH�WKH�*RYHUQRU�DQG�/HJLVODWXUH�RQ�PDWWHUV�UHODWLQJ�WR�58&2�

Organization and Staffing

7KH�%RDUG�FRQVLVWV�RI�ILYH�FLWL]HQ�PHPEHUV�DSSRLQWHG�E\�WKH�*RYHUQRU��ZKR�VHUYH�VWDJJHUHG
ILYH�\HDU�WHUPV��7KH�%RDUG�LV�UHTXLUHG�WR�PHHW�PRQWKO\�DQG�PHPEHUV�DUH�HOLJLEOH�WR�UHFHLYH
FRPSHQVDWLRQ�IRU�HDFK�GD\�RI�DFWXDO�VHUYLFH�RQ�WKH�%RDUG��SXUVXDQW�WR�$�5�6�����������%RDUG
H[SHQGLWXUHV�IRU�ILVFDO�\HDU�����������ZHUH�DSSUR[LPDWHO\���������7KH�VWDII�RI�WKH�5HVLGHQ�
WLDO�8WLOLW\�&RQVXPHU�2IILFH��58&2��SURYLGHV�YDULRXV�VXSSRUW�VHUYLFHV��LQFOXGLQJ�SUHSDULQJ
WKH�%RDUG·V�PHHWLQJ�DJHQGD�DQG�SURGXFLQJ�WKH�PHHWLQJ�PLQXWHV�

Audit Scope and
Methodology

7KLV�SHUIRUPDQFH�DXGLW� DQG�6XQVHW� UHYLHZ�ZDV� FRQGXFWHG� WR�GHWHUPLQH� WKH�QHHG� IRU� WKH
%RDUG·V�VWDWXWRU\�PDQGDWHV�DQG�ZKHWKHU�WKH�%RDUG�LV�IXOILOOLQJ�WKHVH�PDQGDWHV��7R�HYDOXDWH
WKH�QHHG�IRU�WKH�%RDUG�DQG�KRZ�ZHOO�LW�IXOILOOV�LWV�UROH��VHYHUDO�PHWKRGV�ZHUH�XVHG��LQFOXGLQJ�

n $WWHQGLQJ����ERDUG�PHHWLQJV��IURP�0D\������WKURXJK�)HEUXDU\��������DQG�LQWHUYLHZLQJ
FXUUHQW�� IRUPHU�� DQG� UHFHQWO\� UHVLJQHG� ERDUG� PHPEHUV� WR� DVVHVV� WKH� HIIHFWLYHQHVV� RI
ERDUG�DFWLRQV�

n $QDO\]LQJ�ERDUG�PHHWLQJ�PLQXWHV�IRU�$SULO������WKURXJK�)HEUXDU\������WR�GHWHUPLQH
ERDUG�SRVLWLRQ�YDFDQFLHV��DWWHQGDQFH��DQG�PHHWLQJ�FRQWHQW�
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n &RQWDFWLQJ� QLQH� RWKHU� VWDWHV� WR� OHDUQ� EHVW� SUDFWLFHV� UHJDUGLQJ� WKH� QHHG� IRU� DGYLVRU\
ERDUGV���DQG

n ,QWHUYLHZLQJ�YDULRXV� LQGLYLGXDOV� LQYROYHG� LQ� WKH� XWLOLW\� UHJXODWRU\� SURFHVV�� LQFOXGLQJ
FRPPLVVLRQHUV��KHDULQJ�RIILFHUV��DQG�&RPPLVVLRQ�VWDII��YDULRXV�FRQVXPHU�DGYRFDF\�UHS�
UHVHQWDWLYHV��DQG�DOO����PHPEHUV�RI�58&2·V�VWDII�

7KLV�UHSRUW�SUHVHQWV�RQH�ILQGLQJ�DORQJ�ZLWK�D�UHFRPPHQGDWLRQ�DGGUHVVLQJ�WKH�QHHG�IRU�WKH
%RDUG�DQG�WKH�IXQFWLRQV�LW�SURYLGHV�

7KLV�DXGLW�ZDV�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�JRYHUQPHQW�DXGLWLQJ�VWDQGDUGV�

7KH�$XGLWRU� *HQHUDO� DQG� VWDII� H[SUHVV� DSSUHFLDWLRQ� WR� WKH� 5HVLGHQWLDO� 8WLOLW\� &RQVXPHU
%RDUG�PHPEHUV��DQG� WKH�'LUHFWRU�DQG�VWDII�RI�58&2�IRU�WKHLU�FRRSHUDWLRQ�DQG�DVVLVWDQFH
WKURXJKRXW�WKH�DXGLW�

������������������������������������������������
�� 1LQH�VWDWHV�KDYLQJ�DQ�RUJDQL]DWLRQ�VLPLODU�WR�58&2�DQG�WKH�%RDUG�ZHUH�LGHQWLILHG�DQG�FRQWDFWHG���&ROR�

UDGR��,OOLQRLV��,RZD��.DQVDV��.HQWXFN\��1HZ�<RUN��2KLR��2UHJRQ��DQG�8WDK�
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FINDING I

THE  BOARD  INEFFECTIVELY
FULFILLS  ITS  ROLES

,Q�UHFHQW�\HDUV��WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG��%RDUG��KDV�QRW�HIIHFWLYHO\�IXOILOOHG
WKH�UHTXLUHPHQWV�RI� LWV� VWDWXWRU\�PDQGDWHV��:KLOH� WKH�%RDUG�KDV� LQGLFDWHG� LWV� UROH�VKRXOG
LQFOXGH�LQIRUPLQJ�UHVLGHQWLDO�FRQVXPHUV�UHJDUGLQJ�FDVHV�XQGHU�UHYLHZ�E\�58&2��HGXFDWLQJ
FRQVXPHUV�RQ�UHOHYDQW�XWLOLW\�LVVXHV��DQG�DGYLVLQJ�58&2�RI�FRQVXPHU�FRQFHUQV�DQG�LQWHU�
HVWV��LW�KDV�WDNHQ�IHZ�VWHSV�WR�IXOILOO�WKHVH�IXQFWLRQV��$GGLWLRQDOO\��WKH�%RDUG�KDV�EHHQ�OLPLWHG
LQ� LWV� DELOLW\� WR� IXOILOO� LWV� VWDWXWRU\�PDQGDWHV� WR� SDUWLFLSDWH� LQ� WKH� SUHSDUDWLRQ� RI� 58&2·V
EXGJHW�DQG�WR�UHTXLUH�58&2�WR�ZLWKGUDZ�ILOHG�FRXUW�DFWLRQV��7KHUHIRUH��WKH�%RDUG�VKRXOG
ZRUN�ZLWK�58&2�WR�GHYHORS�DQG�LPSOHPHQW�YDULRXV�SURFHVVHV�WKDW�ZLOO�HQDEOH�WKH�%RDUG�WR
PRUH�HIIHFWLYHO\�ZRUN�ZLWK�FRQVXPHUV��DGYLVH�58&2��DQG�FDUU\�RXW�LWV�UHVSRQVLELOLWLHV�

Board’s Ability to Serve
in an Advisory Capacity
Limited by Inaction

$OWKRXJK�VWDWXWH�UHTXLUHV�WKH�%RDUG�WR�VHUYH�LQ�DQ�DGYLVRU\�FDSDFLW\��WKH�%RDUG
V�HIIRUWV�LQ
UHFHQW�\HDUV�KDYH�KDG�PLQLPDO�LPSDFW��:KLOH�VWDWXWH�UHTXLUHV�WKH�%RDUG�WR�DGYLVH�58&2�RQ
UDWH�FDVHV��WKH�%RDUG�ODFNV�WKH�H[SHUWLVH�WR�SURYLGH�58&2�WHFKQLFDO�DGYLFH�RQ�WKHVH�FDVHV�
,QVWHDG��WKH�%RDUG�KDV�VXJJHVWHG�LW�FDQ�EHVW�VHUYH�WKH�SXEOLF�E\�DGYLVLQJ�LW�RI�FDVHV�XQGHU
UHYLHZ�E\�58&2�DQG�DGYLVLQJ�58&2�RI�FRQVXPHU�FRQFHUQV�RU�TXHVWLRQV��+RZHYHU��LW�KDV
WDNHQ�IHZ�VWHSV�WR�HIIHFWLYHO\�IXOILOO�WKLV�UROH��4XHVWLRQV�DPRQJ�ERDUG�PHPEHUV�FRQFHUQLQJ
LWV�UROH�DQG�DXWKRULW\��ERDUG�YDFDQFLHV��DQG�ERDUG�PHPEHUV·�SRRU�PHHWLQJ�DWWHQGDQFH�KDYH
FRQWULEXWHG�WR�ERDUG�LQDFWLRQ�

/LPLWHG�QHHG�IRU�WHFKQLFDO�DGYLVRU\�UROH³$FFRUGLQJ�WR�VWDWXWH��WKH�%RDUG�ZDV�HVWDEOLVKHG�WR
VHUYH� LQ� DQ� DGYLVRU\� FDSDFLW\� WR� 58&2�� 6SHFLILFDOO\�� $�5�6�� �������� SUHVFULEHV� WKDW� WKH
´%RDUG� VKDOO� DGYLVH� WKH� RIILFH� RQ� DOO�PDWWHUV� UHODWLQJ� WR� UDWH�PDNLQJ� RU� UDWH� GHVLJQ� DQG� LQYROYLQJ
SXEOLF�VHUYLFH�FRUSRUDWLRQV�µ�+RZHYHU��RYHU�WKH�\HDUV��58&2�KDV�HYROYHG�LQWR�D�KLJKO\�WHFKQL�
FDO�DJHQF\��ZKLFK�HQDEOHV�LW�WR�SHUIRUP�LWV�UDWH�PDNLQJ�DQG�UDWH�GHVLJQ�ZRUN��58&2�VWDII
SRVVHVV�PDQ\�\HDUV�RI�WHFKQLFDO�H[SHUWLVH�DQG�H[SHULHQFH�DQG�GR�QRW�UHO\�RQ�ERDUG�DVVLV�
WDQFH� WR� GR� WKHLU� ZRUN�� $� UHYLHZ� RI� PRQWKO\� ERDUG� PHHWLQJ� PLQXWHV�� IURP� $SULO� ����
WKURXJK�)HEUXDU\�������DV�ZHOO�DV�DXGLWRUV·�REVHUYDWLRQV�RI����ERDUG�PHHWLQJV��IURP�0D\
�����WKURXJK�0DUFK�������FRQILUPV�WKDW�ERDUG�PHPEHUV�UDUHO\�DGYLVH�58&2�RQ�UDWH�FDVHV�
,QVWHDG�� ERDUG� PHHWLQJV� ODUJHO\� FRQVLVW� RI� 58&2·V� GLUHFWRU� EULHILQJ� ERDUG� PHPEHUV� RQ
58&2·V�DFWLYLWLHV�DQG�SURJUHVV�RQ�FDVHV�GXULQJ�WKH�SUHFHGLQJ�PRQWK�
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7KH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG·V�SUHVHQW� VLWXDWLRQ� LV�QRW�XQLTXH��1DWLRQDOO\�� WKH
FKDQJLQJ� UHJXODWRU\� HQYLURQPHQW�KDV�GLPLQLVKHG� WKH� UROH�RI� DGYLVRU\�ERDUGV� DPRQJ� WKH
IHZ� VWDWHV� WKDW� QRZ� KDYH� WKHP�� &RQVXPHU� DGYRFDWHV� OLNH� 58&2� DUH� SHUIRUPLQJ� PRUH
WHFKQLFDO�DQDO\VHV��ZKLFK�KDV�GLPLQLVKHG�WKH�DGYLVRU\�ERDUGV·�UROHV�DQG�IXQFWLRQV�

%RDUG�LQHIIHFWLYH�LQ�UHSUHVHQWLQJ�SXEOLF�FRQFHUQV³7KH�%RDUG�KDV�QRW�HIIHFWLYHO\�UHSUHVHQWHG
SXEOLF� FRQFHUQV� UHJDUGLQJ� UDWH� FDVHV��:KLOH� WKH� %RDUG� EHOLHYHV� WKDW� LW� FDQ� EHVW� VHUYH� WKH
SXEOLF�E\�DGYLVLQJ�LW�RI�FDVHV�XQGHU�UHYLHZ�E\�58&2�DQG�LQ�WXUQ��DGYLVLQJ�58&2�RI�FRQ�
VXPHU�FRQFHUQV�DQG�TXHVWLRQV�UHJDUGLQJ�WKRVH�FDVHV��LW�KDV�QRW�HVWDEOLVKHG�DQ\�SURFHVVHV�RU
SURFHGXUHV�WR�IXOILOO�WKLV�UROH��&XUUHQWO\��PRQWKO\�ERDUG�PHHWLQJV�UHSUHVHQW�WKH�RQO\�IRUXP
IRU�58&2�WR�LQIRUP�WKH�SXEOLF�DERXW�DQG�VROLFLW� WKHLU�FRPPHQWV�DQG�TXHVWLRQV�UHJDUGLQJ
SXEOLF�XWLOLW\�UDWH�DQG�QRQ�UDWH�FDVHV�XQGHU�58&2·V�UHYLHZ��,Q�IDFW��SUHYLRXV�$XGLWRU�*HQ�
HUDO�6XQVHW�UHSRUWV��5HSRUW�1RV�������DQG�������VXJJHVWHG�WKDW�WKH�%RDUG·V�PRQWKO\�PHHWLQJV
KDG�EHHQ�D�YDOXDEOH�IRUXP�IRU�WKH�DFTXLVLWLRQ�DQG�GLVVHPLQDWLRQ�RI�WLPHO\� LQIRUPDWLRQ�WR
WKH�PHGLD��SXEOLF��DQG�XWLOLW\�FRPSDQLHV�LQ�DWWHQGDQFH��+RZHYHU��D�UHYLHZ�RI�58&2�ERDUG
PHHWLQJ�DWWHQGDQFH�GDWD� IRU� -DQXDU\������ WKURXJK�'HFHPEHU������ LQGLFDWHG�YHU\� OLPLWHG
SXEOLF�DWWHQGDQFH��ZLWK�RQO\�WKUHH�RU� IHZHU�DWWHQGHHV�DW����SHUFHQW� ����RI�����RI�PRQWKO\
PHHWLQJV��LQFOXGLQJ�RQH�DWWHQGHH�IURP�D�PDMRU�XWLOLW\��7KH�%RDUG�KDV�DFNQRZOHGJHG�WKDW�LWV
PHHWLQJV� DUH� QRW� KHOG� DW� ORFDWLRQV� RU� WLPHV� WKDW� DUH� FRQGXFLYH� WR� SXEOLF� DWWHQGDQFH� DQG
SDUWLFLSDWLRQ��EXW�KDV�QRW�PRYHG�WKHP�WR�D�PRUH�FRQVXPHU�IULHQGO\�WLPH�RU�ORFDWLRQ��%DVHG
RQ�WKLV�OLPLWHG�SXEOLF�DWWHQGDQFH��%RDUG�PHHWLQJV�KDYH�QRW�VHUYHG�DV�D�XVHIXO�WRRO�WR�LQIRUP
WKH�SXEOLF�RI�58&2�DFWLYLWLHV�

7R�UHDFK�UHVLGHQWLDO�FRQVXPHUV�RXWVLGH�WKH�JUHDWHU�3KRHQL[�DUHD��WKH�%RDUG�KDV�RFFDVLRQDOO\
KHOG� LWV�PHHWLQJV� LQ�YDULRXV�SDUWV�RI� WKH�6WDWH�DQG� LQGLFDWHG�WKDW� LW� FRXOG�EHWWHU�VHUYH� WKH
SXEOLF� E\� LQGLYLGXDOO\�PHHWLQJ�ZLWK� RU� VSHDNLQJ� WR� YDULRXV� FRQVXPHU� JURXSV� DFURVV� WKH
6WDWH��+RZHYHU��PHHWLQJV�KHOG�LQ�RWKHU�SDUWV�RI�WKH�6WDWH�KDYH�QRW�EHHQ�ZLGHO\�DWWHQGHG�E\
WKH�SXEOLF��QRU�KDYH�ERDUG�PHPEHUV�LQGLYLGXDOO\�PHW�ZLWK�FRQVXPHU�JURXSV��)RU�H[DPSOH�
ZKLOH�WKH�%RDUG�KHOG���RI�LWV������PHHWLQJV�RXWVLGH�RI�WKH�3KRHQL[�DUHD��ZLWK�RQH�PHHWLQJ�LQ
7XFVRQ�DQG�DQRWKHU�PHHWLQJ�LQ�3UHVFRWW��RQO\���RU���SHRSOH�DWWHQGHG�HDFK�RI�WKHVH�PHHWLQJV�
,QVXIILFLHQW� SXEOLF� QRWLILFDWLRQ� RI� WKHVH� PHHWLQJV� FRQWULEXWHG� WR� WKLV� VSDUVH� DWWHQGDQFH�
$GGLWLRQDOO\��DOWKRXJK�WKH�%RDUG�KDV�GLVFXVVHG�PHHWLQJ�ZLWK�WKH�SXEOLF�LQ�YDULRXV�DUHDV�RI
WKH�6WDWH�DV�IDU�EDFN�DV�$XJXVW�������LW�KDV�QRW�GHYHORSHG�DQ\�SODQV�RU�SURFHVVHV�IRU�LQGL�
YLGXDOO\�PHHWLQJ�ZLWK�FRQVXPHUV��D�IXQFWLRQ�WKDW�FRXOG�SRWHQWLDOO\�EH�YHU\�HIIHFWLYH�VLQFH
ERDUG�PHPEHUV�OLYH�LQ�DQG�UHSUHVHQW�YDULRXV�DUHDV�RI�WKH�6WDWH�

&KURQLF�YDFDQFLHV��SRRU�DWWHQGDQFH��DQG�TXHVWLRQV�DERXW�DXWKRULW\�KLQGHU�HIIHFWLYHQHVV³
%RDUG�YDFDQFLHV��PHPEHUV·�SRRU�PHHWLQJ�DWWHQGDQFH��DQG�TXHVWLRQV�DERXW�LWV�DXWKRULW\�KDYH
DIIHFWHG�WKH�%RDUG·V�DELOLW\�WR�VHUYH�LQ�DQ�DGYLVRU\�FDSDFLW\��:KLOH�WKH�%RDUG�FRQVLVWV�RI�ILYH
PHPEHUV��IURP�$SULO������WKURXJK�)HEUXDU\������WKHUH�KDV�EHHQ�DW�OHDVW�RQH�ERDUG�YDFDQF\�
DQG� VRPHWLPHV� WZR�YDFDQFLHV�� IRU� WKH�PDMRULW\� RI� LWV�PHHWLQJV��*LYHQ� WKH� YDFDQFLHV�� DQ\
DWWHQGDQFH� SUREOHPV� H[SHULHQFHG� E\� DSSRLQWHG� PHPEHUV� DIIHFWHG� LWV� DELOLW\� WR� REWDLQ� D
TXRUXP��$V�D�UHVXOW��WKH�%RDUG�KDV�ODFNHG�D�TXRUXP�IRU����SHUFHQW�RI� LWV�ERDUG�PHHWLQJV
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IURP�$SULO������WR�)HEUXDU\�������7KLV�KDV�PHDQW�WKDW�WKH�%RDUG�FRXOG�WDNH�IHZ�DFWLRQV�DQG
RIWHQ�SRVWSRQHG�DJHQGD�LWHPV�IRU�VHYHUDO�PRQWKV�

$GGLWLRQDOO\��WKH�%RDUG�KDV�RSHQO\�TXHVWLRQHG�LWV�UROH�DQG�DXWKRULW\��ZKLFK�KDV�GHOD\HG�WKH
GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�SODQV�DQG�SURFHVVHV� WR� IXOILOO� LWV�DGYLVRU\�UROH��$�UH�
YLHZ�RI�ERDUG�PHHWLQJ�PLQXWHV�IURP�$SULO������WKURXJK�)HEUXDU\������LQGLFDWHV�WKDW�PHP�
EHUV�KDYH�IUHTXHQWO\�TXHVWLRQHG�WKH�%RDUG·V�UROH�DQG�OHYHO�RI�DXWKRULW\��*LYHQ�WKH�%RDUG·V
UHSHDWHG�TXHVWLRQV�DERXW�LWV�UROH��WKH�/HJLVODWXUH�PD\�ZLVK�WR�UHVWDWH�WKH�QDWXUH�DQG�VFRSH�RI
WKH�%RDUG·V�DGYLVRU\�UROH��,Q�SDUWLFXODU��WKH�/HJLVODWXUH�PD\�ZLVK�WR�UHYLVH�FXUUHQW�VWDWXWHV
WR�VWUHQJWKHQ� WKH�%RDUG·V� IRFXV�RQ�REWDLQLQJ��DQG� WUDQVPLWWLQJ� WR�58&2��SXEOLF� FRQFHUQV
UHJDUGLQJ�XWLOLW\�LVVXHV�DQG�58&2�DFWLYLWLHV�

Board’s Ability to Perform
Its Oversight Duties Is
Limited by Inadequate
Processes and Information

7KH�%RDUG�KDV�EHHQ�OLPLWHG�LQ�LWV�DELOLW\�WR�DSSURSULDWHO\�IXOILOO�LWV�RYHUVLJKW�GXWLHV�RI�58&2�
ZKLFK� LQFOXGH� DVVLVWLQJ�ZLWK� WKH�SUHSDUDWLRQ� RI�58&2·V� ELHQQLDO� EXGJHW� UHTXHVW� DQG� UH�
TXLULQJ�58&2�WR�ZLWKGUDZ�ILOHG�FRXUW�DFWLRQV�WKDW�LW�GHHPV�DUH�LQDSSURSULDWH��7KH�%RDUG�LV
QRW�LQYROYHG�LQ�SUHSDULQJ�58&2·V�EXGJHW��EXW�RQO\�LQ�UHYLHZLQJ�DQG�DSSURYLQJ�D�EXGJHW
SUHSDUHG�E\�58&2��$GGLWLRQDOO\��DOWKRXJK�58&2�ILOHV� IHZ�FRXUW�DFWLRQV�� WKH�SURFHGXUHV
IRU�QRWLI\LQJ�WKH�%RDUG�LQ�D�WLPHO\�PDQQHU�RI�VXFK�FRXUW�DFWLRQV�ZRXOG�PDNH�LW�GLIILFXOW�IRU
WKH�%RDUG�WR�DFW�

%RDUG� KDV�PLQLPDO� UROH� LQ� EXGJHW�PDWWHUV³58&2�GRHV� QRW� XVH� RU� UHO\� RQ� WKH� %RDUG·V
DVVLVWDQFH�LQ�SUHSDULQJ�LWV�EXGJHW��3HU�VWDWXWH��WKH�´%RDUG�DQG�WKH�GLUHFWRU�VKDOO�MRLQWO\�SUHSDUH
WKH�SURSRVHG�DQQXDO�EXGJHW�UHTXHVW�IRU�WKH�RIILFH�µ�$OWKRXJK�WKH�%RDUG�SURYLGHV�IRUPDO�DSSURYDO
RI�58&2·V�DQQXDO�EXGJHW�UHTXHVW��LW�GRHV�QRW�SDUWLFLSDWH�LQ�LWV�SUHSDUDWLRQ��(VVHQWLDOO\��WKH
%RDUG·V�LQYROYHPHQW�FRQVLVWV�RI�UHYLHZLQJ�DQG�DSSURYLQJ�WKH�EXGJHW�SULRU�WR�VHQGLQJ�LW�WR
WKH�*RYHUQRU·V�2IILFH��$OWKRXJK�WKH�%RDUG�KDV�QRW�VLJQHG�DOO�RI�WKH�EXGJHW�UHTXHVWV��ERDUG
PHHWLQJ�PLQXWHV�LQGLFDWH�WKDW�WKH�%RDUG�DSSURYHG�ERWK�WKH�ILVFDO�\HDUV·������DQG������DQG
ILVFDO�\HDUV·������DQG������EXGJHWV�

7KH�%RDUG�DWWULEXWHV�LWV�ODFN�RI�LQYROYHPHQW�LQ�SUHSDULQJ�WKH�EXGJHW�WR�58&2·V�IDLOXUH�WR
VROLFLW� ERDUG�PHPEHUV·� LQSXW� HDUOLHU� LQ� WKH� SURFHVV�� *HQHUDOO\�� ERDUG�PHPEHUV� UHFHLYH� D
FRS\�RI�WKH�EXGJHW�UHTXHVW�VKRUWO\�EHIRUH� LW� LV�GXH� WR�WKH�*RYHUQRU·V�2IILFH��:KLOH�%RDUG
PHPEHUV� UHSRUW� WKDW� WKH\� SUHYLRXVO\� UDLVHG� FRQFHUQV� DERXW� WKHLU� OLPLWHG� RSSRUWXQLW\� WR
SURYLGH� LQSXW��WKH�SURFHVV�KDV�UHPDLQHG�XQFKDQJHG�LQ�UHFHQW�\HDUV��$GGLWLRQDOO\��QHLWKHU
ERDUG�PHPEHUV�QRU�58&2�KDYH�LQLWLDWHG�DQ\�FKDQJHV�WR�WKH�EXGJHW�SUHSDUDWLRQ�SURFHVV�

)HZ�FRXUW�DFWLRQV�ILOHG³58&2�VHOGRP�ILOHV�FRXUW�DFWLRQV�VR�WKHUH�KDYH�EHHQ�IHZ�RFFDVLRQV
IRU�WKH�%RDUG�WR�FRQVLGHU�H[HUFLVLQJ�LWV�RYHUVLJKW�SRZHU�RI�LQVWUXFWLQJ�58&2�WR�ZLWKGUDZ
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ILOHG�FRXUW�DFWLRQV��$�FRXUW�DFWLRQ�FRQVLVWV�RI�58&2�DSSHDOLQJ�D�&RUSRUDWLRQ�&RPPLVVLRQ
GHFLVLRQ� WR� HLWKHU� WKH�6WDWH·V� 6XSHULRU�&RXUW�RU�&RXUW�RI�$SSHDOV�� 3HU� VWDWXWH��´$Q\� FRXUW
DFWLRQ�ILOHG�E\�WKH�GLUHFWRU�VKDOO�EH�ZLWKGUDZQ�LI�WKH�ERDUG�LQVWUXFWV�WKH�GLUHFWRU�WR�ZLWKGUDZ�ZLWKLQ
ILYH�ZRUNLQJ�GD\V�DIWHU�ILOLQJ�µ��7R�GDWH��WKHUH�KDYH�EHHQ�UHODWLYHO\�IHZ�FRXUW�DFWLRQV�ILOHG�E\
58&2���6LQFH�LWV�LQFHSWLRQ�LQ�������58&2�UHSRUWV�LW�KDV�ILOHG�D�WRWDO�RI����FRXUW�DFWLRQV��ZLWK
���ILOHG�RQ�RU�EHIRUH�-DQXDU\�������DQG�WKH�UHPDLQLQJ���ILOHG�ZLWKLQ�WKH�SDVW�WZR�\HDUV��7KH
PRVW� UHFHQW� FRXUW� DFWLRQV� RFFXUUHG� LQ� 0D\� ����� DQG� 1RYHPEHU� ����� DQG� SHUWDLQHG� WR
58&2�FRQWHVWLQJ�WKH�&RPPLVVLRQ·V�SURSRVHG�HOHFWULF�UHVWUXFWXULQJ�GXH�SURFHVV�UXOHV�

(YHQ�LI�WKH�%RDUG�GHVLUHG�WR�UHTXHVW�WKH�ZLWKGUDZDO�RI�DQ�DFWLRQ��WKH�WLPHIUDPHV�IRU�GRLQJ
VR�PDNH�LW�GLIILFXOW�IRU�WKH�%RDUG�WR�H[HUFLVH�VXFK�DXWKRULW\��)RU�H[DPSOH��LW�LV�GLIILFXOW�IRU�WKH
%RDUG� WR� FRQYHQH�� REWDLQ� LQIRUPDWLRQ� DQG� GLVFXVV� WKH�PHULWV�� DQG� XOWLPDWHO\� GHFLGH� WKH
DSSURSULDWHQHVV�RI�WKH�DFWLRQ�ZLWKLQ�WKH�ILYH�GD\�ZLQGRZ��)XUWKHUPRUH��LQ�RQH�UHFHQW�FDVH�
WKH� FRXUW� DFWHG� HYHQ�EHIRUH� WKH� ILYH�GD\�SHULRG� H[SLUHG�� ,Q�1RYHPEHU� ������ WKH�$UL]RQD
6XSUHPH�&RXUW�UHQGHUHG�LWV�GHFLVLRQ�WZR�GD\V�DIWHU�DQ�DFWLRQ�ZDV�ILOHG��$OWKRXJK�58&2
QRWLILHG�ERDUG�PHPEHUV�RI�WKLV�FRXUW�DFWLRQ�D�IHZ�GD\V�SULRU�WR�LWV�ILOLQJ��WKH�%RDUG�GLG�QRW
KDYH�VXIILFLHQW�WLPH�WR�IXOILOO�WKLV�VWDWXWRU\�UROH�KDG�LW�FKRVHQ�WR�GR�VR�

Improvements Are Needed to
Enhance the Board’s Effectiveness

6HYHUDO�LPSURYHPHQWV�DUH�QHHGHG�WR�HQKDQFH�WKH�%RDUG·V�DELOLW\�WR�IXOILOO�LWV�UROHV��6SHFLIL�
FDOO\��WKH�%RDUG�QHHGV�WR�HVWDEOLVK�SURFHGXUHV�WR�LQFUHDVH�SXEOLF�DZDUHQHVV��DQG�ZRUN�ZLWK
58&2�WR�REWDLQ�LQIRUPDWLRQ�LQ�D�WLPHO\�PDQQHU�DQG�REWDLQ�QHFHVVDU\�VWDIILQJ�VXSSRUW�

(VWDEOLVK�SURFHVVHV�WR�HQFRXUDJH�LQFUHDVHG�SXEOLF�DZDUHQHVV��SDUWLFLSDWLRQ��DQG�LQSXW³7KH
%RDUG� VKRXOG� GHYHORS� DQG� LPSOHPHQW� SURFHVVHV� WR� PRUH� HIIHFWLYHO\� SHUIRUP� FRQVXPHU
RXWUHDFK�DQG�HGXFDWLRQ��DQG�DGYLVH�58&2�RQ�FDVHV� LW�KDV�XQGHU�UHYLHZ��6SHFLILFDOO\�� WKH
%RDUG�VKRXOG�FRQVLGHU�PRGLI\LQJ�KRZ�LWV�PHHWLQJV�DUH�FRQGXFWHG��ZKHUH�WKH\�DUH�KHOG��DQG
HVWDEOLVKLQJ�SUDFWLFHV� WKDW�ZLOO� LPSURYH�SXEOLF�DWWHQGDQFH�DW� WKH�PHHWLQJV� LQ�RUGHU� WR�HQ�
FRXUDJH�JUHDWHU�SDUWLFLSDWLRQ�E\�DQG�LQIRUPDWLRQ�H[FKDQJH�ZLWK�UHVLGHQWLDO�FRQVXPHUV��)RU
H[DPSOH��PHHWLQJV� FDQ�EH� VFKHGXOHG� IRU� D�PRUH�SUDFWLFDO�� SXEOLF�IULHQGO\� ORFDWLRQ��ZKLFK
PD\�LQFUHDVH�DWWHQGDQFH��$OVR��VRPH�ERDUG�PHHWLQJV�FRXOG�EH�KHOG�GXULQJ�WKH�HYHQLQJ���7KH
%RDUG�VKRXOG�DOVR�WDNH�VWHSV�WR�SXEOLFL]H�LWV�PHHWLQJV�WR�HQVXUH�UHVLGHQWLDO�FRQVXPHUV�KDYH
DQ�RSSRUWXQLW\�WR�DWWHQG�DQG�H[SUHVV�WKHLU�LQWHUHVWV�DQG�FRQFHUQV�

$GGLWLRQDOO\��WKH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�GHYHORS�SURFHGXUHV�IRU�PHHWLQJ�LQGL�
YLGXDOO\�ZLWK�FRQVXPHU�JURXSV��,Q�DW�OHDVW�WZR�ERDUG�PHHWLQJV�LQ�������WKH�%RDUG�GLVFXVVHG
WKH�LGHD�WKDW�LW�VKRXOG�EHFRPH�PRUH�LQYROYHG�LQ�VSHDNLQJ�WR�FRPPXQLW\�RUJDQL]DWLRQV�DQG
UHTXHVWHG�58&2�WR�SUHSDUH�DQ�RXWOLQH�IRU�WKH�%RDUG·V�XVH�LQ�WKHVH�HIIRUWV�DQG�WR�VFKHGXOH
VSHDNLQJ�HQJDJHPHQWV��+RZHYHU��QR�DFWLRQ�ZDV�WDNHQ�
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)LQDOO\��WKH�%RDUG�VKRXOG�WDNH�VWHSV�WR�IXOILOO�LWV�DGYLVRU\�UROH�WR�58&2��7KHVH�VWHSV�PLJKW
LQFOXGH�ZRUNLQJ�ZLWK�58&2�WR�REWDLQ�VXIILFLHQW�DQG�WLPHO\�LQIRUPDWLRQ�RQ�UDWH�FDVHV�XQGHU
UHYLHZ��HVWDEOLVKLQJ�D�SURFHVV�ZKHUHE\�WKH�%RDUG�FDQ�FRPPXQLFDWH�LWV�DGYLFH�DQG�FRQVXPHU
FRQFHUQV�RU�TXHVWLRQV�LW�UHFHLYHV�WR�58&2��DQG�GHYHORSLQJ�SURFHGXUHV�IRU�58&2�WR�UHSRUW
RQ�FDVH�SURFHHGLQJV�DQG�DFWLRQV�WR�WKH�%RDUG�

,PSURYH�SURFHVVHV�WR�HQVXUH�WLPHO\�GLVVHPLQDWLRQ�RI�LQIRUPDWLRQ�IRU�WKH�%RDUG·V�FRQVLGHUD�
WLRQ³7KH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR� LPSURYH� WKH�SURFHVVHV�E\�ZKLFK� WKH�%RDUG
UHFHLYHV� LQIRUPDWLRQ� VSHFLILF� WR� WKH� SUHSDUDWLRQ� RI� WKH� EXGJHW�� $OWKRXJK� WKH� %RDUG� KDV
H[SUHVVHG�FRQFHUQ�UHJDUGLQJ�FXUUHQW�SUDFWLFHV��58&2�KDV�QRW�DFWLYHO\�VRXJKW�WKH�%RDUG·V
DVVLVWDQFH�LQ�SUHSDULQJ�WKH�EXGJHW�DQG�WKH�%RDUG�KDV�QRW�DFWHG�WR�FKDQJH�WKH�SURFHVV��7KHUH�
IRUH��WKH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�GHYHORS�SROLFLHV�DQG�SURFHGXUHV�IRU�LQYROYLQJ
WKH�%RDUG�LQ�WKH�EXGJHW�SUHSDUDWLRQ�

7KH�%RDUG�DOVR�QHHGV� WR�ZRUN�ZLWK�58&2�WR�UHFHLYH� WLPHO\� LQIRUPDWLRQ� UHJDUGLQJ� FRXUW
DFWLRQV�ILOHG�E\�58&2��)RU�H[DPSOH��WR�HQVXUH�WKDW�ERDUG�PHPEHUV�KDYH�VXIILFLHQW�WLPH�WR
FRQYHQH��UHYLHZ�D�FRXUW�DFWLRQ��DQG�GHFLGH�RQ�WKH�DSSURSULDWHQHVV�RI�WKLV�DFWLRQ��WKH�%RDUG
DQG�58&2�PLJKW� FRQVLGHU�GHYHORSLQJ�D�SURFHVV� WKDW� UHTXLUHV�58&2�WR��ZKHUH�SRVVLEOH�
QRWLI\� WKH�%RDUG�RI� DQ� LPSHQGLQJ� FRXUW� DFWLRQ�DQG�SURYLGH�DSSURSULDWH�PDWHULDOV� RQ� WKH
DFWLRQ�IRU�WKH�%RDUG·V�UHYLHZ�EHIRUH�LW�LV�ILOHG�

&RRUGLQDWH�WKH�SURYLVLRQ�RI�VWDIILQJ�UHVRXUFHV�WR�DVVLVW�WKH�%RDUG�LQ�LWV�HIIRUWV³7R�HQVXUH
WKDW�WKH�%RDUG�KDV�VXIILFLHQW�UHVRXUFHV�WR�SHUIRUP�LWV�LGHQWLILHG�DFWLYLWLHV��WKH�%RDUG�VKRXOG
ZRUN�ZLWK�58&2�WR�SURYLGH�VWDIILQJ�UHVRXUFHV��58&2�KDV�SHULRGLFDOO\�UHVSRQGHG�WR�ERDUG
PHPEHUV·�UHTXHVWV�IRU�OHJDO�DGYLFH�DQG�DVVLVWDQFH�ZLWK�GUDIWLQJ�FRUUHVSRQGHQFH��+RZHYHU�
EHFDXVH�ERDUG�PHPEHUV�DUH�YROXQWHHUV��DQG�UHVLGH�LQ�VHYHUDO�GLIIHUHQW�DUHDV�RI�WKH�6WDWH��WKH
%RDUG�FRXOG�EHQHILW�IURP�KDYLQJ�D�SDUW�WLPH��GHGLFDWHG�VWDII�SHUVRQ�DYDLODEOH�WR�DVVLVW�ERDUG
PHPEHUV� LQ� WKHLU� DFWLYLWLHV�� 7KHVH� DFWLYLWLHV� ZRXOG� LQYROYH� VHWWLQJ� WKH� %RDUG·V� PHHWLQJ
DJHQGD�� VFKHGXOLQJ� PHHWLQJV� DQG� VSHDNLQJ� HQJDJHPHQWV�� LQIRUPLQJ� WKH� SXEOLF� RI� WKHVH
PHHWLQJV�DQG�HQJDJHPHQWV��ZRUNLQJ�ZLWK�WKH�%RDUG�DQG�58&2�WR�HVWDEOLVK�WKH�SURFHVVHV
QHHGHG� E\� WKH� %RDUG� WR� IXOILOO� LWV� YDULRXV�PDQGDWHV�� DQG� DVVLVWLQJ� WKH� %RDUG�ZLWK� WKHVH
SURFHVVHV�

7KH� %RDUG� VKRXOG� ILUVW�ZRUN�ZLWK� 58&2� WR� GHWHUPLQH� LI� 58&2� FDQ� GHGLFDWH� DQ\� RI� LWV
FXUUHQW� VWDIILQJ� UHVRXUFHV�RQ�D�SDUW�WLPH�EDVLV� WR� WKH�%RDUG�� ,I�58&2�FDQQRW�PDNH� WKHVH
UHVRXUFHV�DYDLODEOH��WKH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�LGHQWLI\�PRQLHV�FXUUHQWO\�DYDLO�
DEOH�ZLWKLQ�LWV�EXGJHW�WR�UHWDLQ�WKH�QHFHVVDU\�VWDII��,W�DSSHDUV�58&2�VKRXOG�KDYH�VXIILFLHQW
EXGJHW�FDSDFLW\�WR�KLUH�D�SDUW�WLPH�SRVLWLRQ��DV�LQ�UHFHQW�\HDUV�LW�KDV�W\SLFDOO\�H[SHQGHG�OHVV
WKDQ�LW�KDV�EHHQ�DSSURSULDWHG��/DVWO\��LI�PRQLHV�DUH�QRW�DYDLODEOH�ZLWKLQ�58&2·V�EXGJHW��WKH
%RDUG� VKRXOG�ZRUN�ZLWK�58&2� WR� LQFOXGH� WKH�QHFHVVDU\�PRQLHV� LQ� LWV� IXWXUH� EXGJHW� UH�
TXHVWV�
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2WKHU�VWDWH�DJHQFLHV�FXUUHQWO\�SURYLGH�VWDII�WR�WKH�ERDUGV�ZLWK�ZKLFK�WKH\�ZRUN��)RU�H[DP�
SOH��WKH�$UL]RQD�'HSDUWPHQW�RI�/LTXRU�/LFHQVHV�DQG�&RQWURO�SURYLGHV�SDUW�WLPH��GHGLFDWHG
VWDIILQJ�IRU�WKH�$UL]RQD�6WDWH�/LTXRU�%RDUG�

Recommendations

�� 7KH�/HJLVODWXUH�VKRXOG�FRQVLGHU�UHYLVLQJ�$�5�6����������WR�FODULI\�WKH�%RDUG·V�UROH�DQG
IRFXV�%RDUG�DFWLYLWLHV�RQ�REWDLQLQJ��DQG�WUDQVPLWWLQJ�WR�58&2��SXEOLF�FRQFHUQV�UHJDUG�
LQJ�XWLOLW\�LVVXHV�

�� 7KH�%RDUG� VKRXOG�ZRUN�ZLWK�58&2� WR� GHYHORS� DQG� LPSOHPHQW� YDULRXV� SURFHVVHV� WR
DVVLVW� LQ� IXOILOOLQJ� LWV� FRQVXPHU�DQG�58&2�DGYLVRU\� UROHV��3URFHVVHV� VKRXOG�EH�GHYHO�
RSHG�IRU�

D� 6FKHGXOLQJ�ERDUG�PHHWLQJV� DQG� VSHDNLQJ�HQJDJHPHQWV�� VHOHFWLQJ� DSSURSULDWH� VLWHV
IRU� WKHVH�PHHWLQJV� DQG� VSHDNLQJ� HQJDJHPHQWV�� DQG� LQIRUPLQJ� WKH� SXEOLF� RI� WKHVH
ERDUG�DFWLYLWLHV��DQG

E� 2EWDLQLQJ�QHFHVVDU\�LQIRUPDWLRQ�RQ�FDVHV�XQGHU�UHYLHZ�E\�58&2��DGYLVLQJ�58&2
RQ� WKHVH� FDVHV� DQG� FRQVXPHU� LQWHUHVWV� DQG� FRQFHUQV�� DQG� UHFHLYLQJ� UHSRUWV� IURP
58&2�RQ�FDVH�DFWLRQV�DQG�SURFHHGLQJV�

�� 7KH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�HVWDEOLVK�SURFHVVHV�IRU�

D� 3URYLGLQJ� IRU� WKH� %RDUG·V� VWDWXWRULO\� UHTXLUHG� SDUWLFLSDWLRQ� LQ� WKH� SUHSDUDWLRQ� RI
58&2·V�EXGJHW��DQG

E� 1RWLI\LQJ�WKH�%RDUG�RI�FRXUW�DFWLRQV�ILOHG�E\�58&2·V�GLUHFWRU�DQG�SURYLGLQJ�DSSUR�
SULDWH�PDWHULDOV�WR�WKH�%RDUG�RQ�WKH�FRXUW�DFWLRQ�ZLWKLQ�VXIILFLHQW�WLPH�WR�DOORZ�WKH
%RDUG� WR� FRQYHQH�� UHYLHZ�� DQG� GHFLGH� RQ� WKH� DSSURSULDWHQHVV� RI� WKH� FRXUW� DFWLRQ
ZLWKLQ�WKH�VWDWXWRULO\�UHTXLUHG�WLPHIUDPH�

�� 7KH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�LGHQWLI\�DQG�SURYLGH�D�GHGLFDWHG��SDUW�WLPH�VWDII
SHUVRQ� WR� WKH� %RDUG� WR� IDFLOLWDWH� LWV� DFWLYLWLHV�� ,I� 58&2� FDQQRW� PDNH� WKHVH� UHVRXUFHV
DYDLODEOH��WKH�%RDUG�VKRXOG�ZRUN�ZLWK�58&2�WR�XVH�VRPH�RI�LWV�DYDLODEOH�EXGJHW�PRQLHV
WR�SURYLGH�WKH�QHHGHG�VWDIILQJ�UHVRXUFHV�
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SUNSET  FACTORS

,Q�DFFRUGDQFH�ZLWK�$�5�6������������WKH�/HJLVODWXUH�VKRXOG�FRQVLGHU�WKH�IROORZLQJ����IDFWRUV
LQ�GHWHUPLQLQJ�ZKHWKHU�WKH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG��%RDUG��VKRXOG�EH�FRQWLQ�
XHG�RU�WHUPLQDWHG�

1. The objective and purpose in establishing the Board.

7KH�5HVLGHQWLDO�8WLOLW\�&RQVXPHU�%RDUG�ZDV�HVWDEOLVKHG�LQ������WR�DGYLVH�WKH�5HVL�
GHQWLDO�8WLOLW\�&RQVXPHU�2IILFH��58&2��RQ�DOO�PDWWHUV�UHODWLQJ�WR�UDWH�PDNLQJ�RU�UDWH
GHVLJQ�DQG�LQYROYLQJ�SXEOLF�VHUYLFH�FRUSRUDWLRQV��7KH�%RDUG� LV�VWDWXWRULO\�HPSRZ�
HUHG�WR�LQVWUXFW�58&2·V�GLUHFWRU�WR�ZLWKGUDZ�DQ\�FRXUW�DFWLRQ�ILOHG�E\�58&2��DQG�LV
PDQGDWHG� WR�SUHSDUH�58&2·V�SURSRVHG�DQQXDO�EXGJHW� UHTXHVW� MRLQWO\�ZLWK� LWV�GL�
UHFWRU�� ,Q�DGGLWLRQ�� WKH�%RDUG�PD\�DGYLVH� WKH�/HJLVODWXUH� DQG� WKH�*RYHUQRU�RQ�DOO
PDWWHUV�UHODWLQJ�WR�58&2�

2. The effectiveness with which the Board has met its objective and purpose and
the efficiency with which the Board has operated.

7KH�%RDUG�KDV�KDG�GLIILFXOW\�LQ�PHHWLQJ�LWV�REMHFWLYH�DQG�SXUSRVH��:KLOH�VWDWXWH�UH�
TXLUHV�WKH�%RDUG�WR�DGYLVH�58&2�RQ�UDWH�FDVHV��58&2�GRHV�QRW�UHO\�RQ�WKLV�DVVLV�
WDQFH��,QVWHDG��WKH�%RDUG�KDV�VXJJHVWHG�LW�FDQ�EHVW�VHUYH�WKH�SXEOLF�E\�DGYLVLQJ�LW�RI
FDVHV�XQGHU�UHYLHZ�E\�58&2�DQG�DGYLVLQJ�58&2�RI�FRQVXPHU�FRQFHUQV�RU�TXHV�
WLRQV��KRZHYHU��LW�KDV�WDNHQ�IHZ�VWHSV�WR�HIIHFWLYHO\�IXOILOO�WKLV�UROH��,Q�DGGLWLRQ��58&2
KDV� QRW� LQYROYHG� WKH� %RDUG� LQ� GHYHORSLQJ� LWV� EXGJHW�� /DVWO\�� ZKLOH� 58&2� LQIUH�
TXHQWO\�ILOHV�FRXUW�DFWLRQV��JLYHQ�WKH�ILYH�GD\�SHULRG�DOORZHG�IRU�%RDUG�UHYLHZ��WKH
%RDUG�ZRXOG�KDYH�GLIILFXOW\�H[HUFLVLQJ�LWV�SRZHU�WR�LQVWUXFW�58&2�WR�ZLWKGUDZ�VXFK
FRXUW�DFWLRQV��7R�LPSURYH�LWV�SHUIRUPDQFH��WKH�DXGLW�IRXQG�WKDW�WKH�%RDUG�VKRXOG�GH�
YHORS�DQG�LPSOHPHQW�YDULRXV�SURFHVVHV�WKDW�ZLOO�HQDEOH�WKH�%RDUG�WR�PRUH�HIIHFWLYHO\
ZRUN�ZLWK�FRQVXPHUV��DGYLVH�58&2��DQG�FDUU\�RXW�LWV�EXGJHW�DQG�FRXUW�DFWLRQ�UH�
YLHZ�UHVSRQVLELOLWLHV��6HH�)LQGLQJ�,��SDJHV����WKURXJK�����IRU�IXUWKHU�GHWDLO�

3. The extent to which the Board has operated within the public interest.

$OWKRXJK�WKH�%RDUG·V�DFWLYLWLHV�DUH�GHVLJQHG�WR�VHUYH�WKH�SXEOLF�LQWHUHVW�� LWV� OLPLWHG
VWDWXWRU\�DXWKRULW\�DQG�WKH� ODFN�RI�SROLFLHV�DQG�SURFHGXUHV�WKDW�ZRXOG�HQDEOH� LW� WR
PRUH�HIIHFWLYHO\�IXOILOO�LWV�UHVSRQVLELOLWLHV�KDYH�KDPSHUHG�WKH�%RDUG·V�DELOLW\�WR�RSHU�
DWH�ZLWKLQ�WKH�SXEOLF�LQWHUHVW�
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4. The extent to which rules and regulations promulgated by the Board are con-
sistent with the legislative mandate.

7KH�%RDUG�GRHV�QRW�KDYH�DXWKRULW\�WR�SURPXOJDWH�UXOHV�DQG�UHJXODWLRQV�

5. The extent to which the Board has encouraged input from the public before
promulgating its rules and regulations and the extent to which it has informed
the public as to its actions and their expected impact on the public.

6LQFH� WKH�%RDUG�GRHV�QRW� KDYH� WKH� DXWKRULW\� WR�SURPXOJDWH� UXOHV� DQG� UHJXODWLRQV�
LQSXW�IURP�WKH�SXEOLF�KDV�QRW�EHHQ�QHFHVVDU\�IRU�WKLV�SXUSRVH��+RZHYHU��WKH�%RDUG
FRXOG�LQIRUP�WKH�SXEOLF�DERXW�LWV�DFWLRQV�E\�EHWWHU�SXEOLFL]LQJ�LWV�PRQWKO\�PHHWLQJV�
DQG�KROGLQJ�PHHWLQJV� LQ�PRUH�´SXEOLF� IULHQGO\µ� ORFDWLRQV�DQG�DW�PRUH� FRQYHQLHQW
WLPHV�

:LWK� RQH� H[FHSWLRQ�� WKH� %RDUG� KDV� FRPSOLHG�ZLWK� WKH� 6WDWH·V� RSHQ�PHHWLQJ� ODZV�
6SHFLILFDOO\��58&2�SXEOLVKHV�WKH�%RDUG�PHHWLQJ�QRWLFHV�EHIRUH�HDFK�PHHWLQJ��PDNHV
DQ�DJHQGD�DYDLODEOH� WR� WKH�SXEOLF�� DQG�SURYLGHV�PLQXWHV�RI� WKH�PHHWLQJV� LQ� DFFRU�
GDQFH�ZLWK�VWDWXWH��+RZHYHU��WKH�RSHQ�PHHWLQJ�ODZV�DOVR�UHTXLUH�WKH�%RDUG�WR�ILOH�D
VWDWHPHQW�ZLWK� WKH� 6HFUHWDU\� RI� 6WDWH� LQGLFDWLQJ�ZKHUH� DOO�PHHWLQJ� QRWLFHV�ZLOO� EH
SRVWHG��EXW�ZKHQ�FRQWDFWHG�E\�DXGLWRUV��WKH�6HFUHWDU\�RI�6WDWH·V�2IILFH�GLG�QRW�KDYH
WKLV�VWDWHPHQW�RQ�ILOH�

6. The extent to which the Board has been able to investigate and resolve com-
plaints that are within its jurisdiction.

7KH�%RDUG�KDV�QR�DXWKRULW\�WR�DQG�GRHV�QRW�LQYHVWLJDWH�UHVLGHQWLDO�FRQVXPHUV·�FRP�
SODLQWV�

7. The extent to which the Attorney General or any other applicable agency of
state government has the authority to prosecute actions under the enabling
legislation.

7KH�%RDUG·V�SXUSRVH�LV�WR�DFW�DV�DQ�DGYLVRU�WR�58&2��7KHUHIRUH��LW�KDV�QR�UHJXODWRU\
DXWKRULW\��DQG�FRQVHTXHQWO\�QR�HQIRUFHPHQW�SRZHUV�

8. The extent to which the Board has addressed deficiencies in its enabling
statutes which prevent it from fulfilling its statutory mandates.

7KH�VWDWXWHV�HVWDEOLVKLQJ�WKH�%RDUG�DQG�LWV�IXQFWLRQ�KDYH�QRW�EHHQ�FKDQJHG�VLQFH�WKH
%RDUG�ZDV�FUHDWHG�LQ�������)XUWKHUPRUH��QR�DWWHPSWV�KDYH�EHHQ�PDGH�E\�WKH�%RDUG
WR�FKDQJH�WKH�%RDUG·V�PDQGDWHV��DV�WKH�%RDUG�KDV�QRW�LGHQWLILHG�DQ\�GHILFLHQFLHV�
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9. The extent to which changes are necessary in the laws of the Board to ade-
quately comply with the factors listed in the Sunset Law.

%HFDXVH�WKH�%RDUG�KDV�IUHTXHQWO\�TXHVWLRQHG�LWV�UROH�DQG�DXWKRULW\��ZH�UHFRPPHQG
WKDW�WKH�/HJLVODWXUH�FRQVLGHU�UHYLVLQJ�WKH�%RDUG·V�VWDWXWHV�WR�FODULI\�WKLV�LVVXH�

10. The extent to which the termination of the Board would significantly harm the
public health, safety or welfare.

(OLPLQDWLRQ�RI� WKH�%RDUG�ZRXOG�QRW�VLJQLILFDQWO\�KDUP�WKH�SXEOLF�KHDOWK��VDIHW\��RU
ZHOIDUH�� 7KH� %RDUG� LV� DQ� DGYLVRU\� ERDUG� WR� 58&2� DQG� 58&2� FRXOG� FRQWLQXH� WR
IXQFWLRQ�ZLWKRXW�WKH�%RDUG�

11. The extent to which the level of regulation exercised by the Board is appropri-
ate and whether less or more stringent levels of regulation would be appropri-
ate.

7KLV�IDFWRU�GRHV�QRW�DSSO\�VLQFH�WKH�%RDUG�KDV�QR�UHJXODWRU\�DXWKRULW\�

12. The extent to which the Board has used private contractors in the performance
of its duties and how effective use of private contractors could be accom-
plished.

7KH�%RDUG�KDV�QRW�XVHG�WKH�VHUYLFHV�RI�SULYDWH�FRQWUDFWRUV�QRU�GLG�WKLV�UHYLHZ�LGHQ�
WLI\�DQ�HIIHFWLYH�XVH�IRU�SULYDWH�FRQWUDFWRUV�



�7KLV�3DJH�,QWHQWLRQDOO\�/HIW�%ODQN�
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BOARD OF DIRECTORS
Residential Utilities Consumer Office

James Spezzano, Chairman
Other Members of the Board 

Dave Carson Dewey     Timothy Schmaltz Phoenix      Robert Usdane Scottsdale      Mercy Valencia Tucson

June 8, 1999

Douglas Norton
AUDITOR GENERAL
2910 No. 44  Street     Suite 410th

Phoenix, AZ 85018

Dear Mr. Norton:

The Residential Utility Consumer Board has reviewed the revised preliminary draft, issued 5-11-99, of
the performance audit conducted by your office.  While the report sheds light on the many issues that
have frustrated the Board for some time, we disagree with where the responsibility for solutions
belongs.  The Board’s response to your audit report is contained in our attached Final Draft Report. 

We have a general, serious concern with the audit’s basic premise that the Board and RUCO office are
two separate entities, which is contrary to the relationship established between ARS 40-463.I and 40-
463.J, their relationship to ARS-462.A and the original intent of the statutes to protect residential utility
consumer interests.  The statutes clearly define RUCO’s role as representing residential utility
consumers.  Albeit the Board’s major responsibility is to “advise (RUCO) office on all matters,” the
Board is also mandated in the areas of budget, advisory input and court withdrawals.  However, the
Board’s role has not been viewed as such by the RUCO administration.  The audit does not reflect the
increasing division that has occurred because of the legal opinion that the two separate statutes create
two legally separate entities (agencies) that divide the roles of the Board and the RUCO office at the
expense of the residential consumer.  This separation effectively renders the audit recommendations
unattainable by the Board.

The audit does not recognize the Board’s continual attempts to deal with the RUCO office in a
collaborative manner and the lack of responsiveness to explicit Board requests by the agency
administration that has impeded the Board from fulfilling its obligations.  Additionally, the audit report
fails to mention that responsibility for carrying out the needs of the Board falls to the RUCO office
since the Board has no budget or staff.

We would appreciate clarification of your May 11,1999, letter referring to the April 8, 1999, Executive
Session.  The Board would like to know which issues and instances could not be verified and therefore
not addressed by the board.

Sincerely,

James Spezzano
Chairman



C    o    n    f    i    d    e    n    t    i    a    l

RESIDENTIAL UTILITY CONSUMER BOARD OF DIRECTORS

Response to the Auditor General’s performance audit report
(6-8-99 — final draft report)

The Board agrees with the AG’s recommendation that processes be developed in collaboration
with RUCO that would enable the Board to work effectively with residential consumers, advise
RUCO and carry out its other responsibilities; however, there is a high degree of disagreement as
to the basis for this recommendation.  The basis for AG Finding 1 was based on minutes from
Board meetings.  The Board acknowledges that its meetings were not held under its own aegis. 
The Board was prohibited from carrying out its statutory mandate by the agency administration’s
lack of responsiveness to persistent requests that presentation of issues not be entirely technical
in nature, but rather should focus more on the perspective of the residential consumer.

The Board has attempted to solve agenda issues collegially and informally, in the spirit of
cooperation, without results from RUCO’s leadership.  The AG’s report now requires the Board
to publically declare its frustration and the lack of response from the agency.  A current example
of this lack of response is available though a review of the tape from the 4-23-99 public meeting,
which documents the consistent demands from the Board for additional consumer perspective
information on each issue for the next meeting, yet the agenda for the 5-15-99 meeting ignores
the Board’s request.

In the following the Board addresses each finding presented in the audit report.

Finding 1: The Board Ineffectively Fulfills Its Roles

Limited need for technical advisory role:

RESPONSE
The audit states that RUCO has evolved into a highly technical agency and does ”not rely on
board assistance to do their work.”  Here the audit assumes, that to be effective the Board should
act as a technical advisory body.  This statement is inherently contradictory since all agree that
the Board is a consumer advisory board focusing on the broad impact on the consumer of utility
costs and services, not the technical aspects of rate making and rate design.

Board ineffective in representing public concerns:

RESPONSE
The audit does not reflect attempts by the Board to address public concerns.  A prime example
may be found in the Arizona Community Action Association’s (ACAA) 7-29-98 letter to Board
member Usdane expressing concern regarding the proposed rule changes concerning
deregulation as discussed at the ACAA 7-15-98 Stakeholders’s meeting.  The ACAA believes
the public process was unfair to small consumers because (1) the hearing was not advertised, (2) 
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there was no residential consumer participation, (3) there was no consumer education and (4) the
proposed changes lack small consumer benefits.  The ACAA letter cites the RUCO director’s
testimony as a filing of technical information rather than a treatment of residential consumer
interest issues.  The Board attempted to bring this issue to RUCO and that effort was disregarded.
The board has been put in the untenable position of seeking public participation without the
budget or staff to relocate meetings for public input.  The Board would prefer to have a more
public forum than has been offered in the past.  Two Board meetings were held regionally but
lack of advertising and appropriate timing may have hindered public participation.

Chronic vacancies, poor attendance and questions about authority hinder effectiveness:

RESPONSE
The Board agrees that some members must assume responsibility for their lack of attendance, but
has no control over the filling of vacancies with members committed to attending meetings. 
Historically, there seems to have been an inordinate amount of time passing before replacement 
of Board members has been accomplished, which increases the burden on the remaining
members.  Additionally, the consistent presentation of data on a technical basis and the lack of
information regarding the impact of rates and services on residential consumers (as requested)
has resulted in some indifference on the part of previous Board members.  The Board has
questioned its role and authority as stated, however the Board was questioning whether its
mission was being fulfilled by the agency and how the Board could better interact with the
agency to fulfill its mission.  The Board agrees with the recommendation to have the legislature
revise ARS 40-463 to strengthen the Board’s ability to fulfill its statutory mandate.

BOARD’S ABILITY TO PERFORM  ITS OVERSIGHT DUTIES IS LIMITED BY
INADEQUATE PROCESSES AND INFORMATION.

RESPONSE
The Board agrees with the AG’s statement regarding the Board’s limited ability to fulfill its
oversight duties.  The RUCO staff has limited the Board’s oversight duties by failing to provide
needed information and not responding to direct Board requests to do so.

Board has minimal role in budget matters:

RESPONSE
ARS 40-463.L states the Board’s responsibility to jointly prepare the budget but does not give
clear authority for approval.  The Board has played a minimal role because the RUCO
administration has excluded the Board from the budget process.  For example, the FY2000/2001
budget was not jointly prepared nor approved by the Board.  In fact, the Board refused to sign the
budget as it was presented, thus withholding approval pending further input.  Nevertheless, the
budget was forwarded to the legislature by the RUCO administration.  In this instance, the Board
was precluded from fulfilling its statutory obligation.  Contrary to Board member narration of
events, the audit states that the Board approved recent budgets; therefore the Board respectfully
requests verification of when and in what manner the budget was approved.
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Few court actions filed:

RESPONSE
There is no current process for informing the Board of pending legal action to allow the board to
fulfill its role, however the Board has requested that RUCO implement a procedure whereby the
Board could be fully informed as to the objectives and details of a proposed court action prior to
the commencement of the action.  This knowledge would enable the Board to exercise the 5-day
withdrawal option when deemed necessary.  The audit does not make note of the Board’s attempt
to ask for a specific case to be filed, where subsequently and without notification to the Board,
RUCO withdrew the case.  In this particular case, the issue was considered critical to the interests
of  residential consumers.

IMPROVEMENTS NEEDED TO ENHANCE BOARD’S EFFECTIVENESS

Establish processes to encourage increased public awareness, participation and input:

RESPONSE
The Board strongly supports the establishment of a process to increase public awareness, etc., but
it is impossible for a voluntary board to achieve this without the agency’s assistance.  It is
imperative that RUCO provide the Board with staff, budget and general assistance to assist the
Board in performing its legislative mandate.

Improve process to ensure timely dissemination of information for the Board’s
consideration:

RESPONSE
The board is very supportive of improving processes for the timely dissemination of information,
however the draft report places the onus on the Board to develop those improved processes. 
Without the cooperation of the RUCO administration, this is not achievable.  At issue is the
administrator’s interpretation of the separation of the Board from the agency and the apparent
assumption that processes to inform the Board are unnecessary.  The Board is merely the
recipient of information and as such is not in a position to change RUCO processes.  The Board
would support efforts to have RUCO change its information dissemination processes.  
 

Coordinate the provision of staffing resources to assist the Board in its efforts:

RESPONSE
The Board wholeheartedly agrees with the draft report’s substantiation of the need for support
staff.  At least a part-time dedicated staff person is critical to the Board if issues of agenda
setting, taking and transcribing minutes, preparing reports and correspondence, scheduling
meetings and speaking engagements, informing the public, etc., are to be successful.

RECOMMENDATIONS

RESPONSE
As stated in the Board’s 6-3-99 cover letter, the Board is seriously concerned with the audit’s 
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basic premise that the Board and the RUCO office are two distinct and separate entities
(agencies), which is contrary to the relationship established between ARS 40-463I, 40-436.J  and
their relationship to ARS 40-462.A and the original intent of the statutes to protect residential
consumer interests.  The statutes clearly define RUCO’s role as representing residential utility
consumers.  While the Board’s major responsibility is to “advise (RUCO) office on all matters,”
the Board is also mandated in the areas of budget, advisory input and court withdrawals. 
However its role has not been viewed as such by the RUCO administration.  The audit does not
reflect the increasing division which has occurred because of the legal opinion that the two
separate statutes create two separate organizations that divide the roles of the Board and the
Agency at the expense of the residential consumer.  The separation of the two agencies leaves the
audit recommendations not achievable by the Board.  Further, the audit does not reflect the
efforts of the Board’s continual attempts to deal with RUCO in a collaborative manner, and the
lack of responsiveness to explicit Board requests by the agency administration that have impeded
the Board from fulfilling its obligations.  Additionally, the audit report does not reflect that the
responsibility for carrying out the needs of the Board falls to the agency since the Board has no
budget or staff.

1.  The Legislature should consider revising ARS 40-463 to clarify the Board’s role
                 and focus Board activities on obtaining, and transmitting to RUCO, public

     concerns regarding utility issues.

RESPONSE:
The Board agrees with the finding of the Auditor General to request the Legislature consider
strengthening ARS 40-463 to clarify the Board’s role and to focus Board activities on obtaining
and transmitting to RUCO public concerns regarding utility issues.  The Board recommends that
Attachment A be submitted to the Legislature to address statutory mandates.

2.  The Board should work with RUCO to develop and implement various processes
     to assist in fulfilling its consumer and RUCO advisory roles.  Processes should be        
     developed for:

a)  Scheduling board meetings and speaking engagements, selecting appropriate sites for  
                 these meetings and speaking engagements, and informing the public of these board       
                 activities; and

b)  Obtaining necessary information on cases under review by RUCO, advising RUCO on 
                 these cases and consumer interests and concerns, and receiving reports from RUCO    
                 on case actions and proceedings.

RESPONSE:
The findings of the Auditor General is agreed to, however the recommendation can not be
implemented as currently stated.  The statutes create an interdependence between RUCO and the
Board for the shared purpose of representing residential consumer interest, both mandated and
advisory.   While the onus of developing processes should be on the RUCO administration, the
Board submits Attachment B as its recommendation for establishing one needed and important  
process to address the shared purpose of representing residential consumer interests. 
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3.  The Board should work with RUCO to establish processes for:

a)  Providing for the Board’s statutorily required participation in the preparation of         
                 RUCO’s budget;

RESPONSE:
ARS 40-463.L states the Board’s responsibility is to jointly prepare the budget but does not
clarify its authority for approval.  The Board has played a minimal role because the RUCO
administration has excluded the Board from the budget process.  The finding of the Auditor
General is agreed to in concept; however the recommendation cannot be implemented as
presently stated.   Legislative adoption of the statutory changes recommended in Attachment A
would provide a constructive and workable remedy.

b)  Notifying the Board of court actions filed by RUCO’s director and  providing               
                 appropriate materials to the Board on the court action within sufficient time to allow   
                 the Board to convene, review, and decide on the appropriateness of the court action     
                 within the statutorily required time frame.

RESPONSE:
There is no current process for informing the board of pending legal action to allow the board to
fulfill its role, however the Board has requested that RUCO implement a procedure whereby the
Board could be fully informed as to the objectives and details of a proposed court action prior to
the commencement of the action.  This knowledge would enable the Board to exercise the 5-day
withdrawal option when deemed necessary.  The statutory recommendations in Attachment A
would accomplish this.  The Board is prepared to fully function in its advisory role and meet the
statutory mandates as suggested by the audit report upon implementation of the recommended
procedural and statutory changes.

4)  The Board should work with RUCO to identify and provide a dedicated part-time staff 
                  person to facilitate its activities.  If  RUCO cannot make these resources available,      
                  theBoard should work with RUCO to use some of its available budget monies to          
                  provide the needed staffing resources.

RESPONSE:
The Board and RUCO should work together to identify and provide at least a dedicated part-time
staff person to facilitate the Board’s  activities.  If RUCO cannot make these resources available,
the Board will work with the Legislature to request budget funds for the needed resources.  The
finding of the Auditor General is agreed to and the audit recommendation will be implemented to
the extent possible.
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(RUCO Board response to Auditor General’s report)

ATTACHMENT A

Proposed Amendments to ARS 40-463

Strike existing language and insert:
K.  “ BOARD APPROVAL SHALL BE REQUIRED PRIOR TO THE FILING OF ANY

COURT ACTION AND ANY ONGOING COURT ACTION SHALL BE IMMEDIATELY
WITHDRAWN UPON ORDER OF THE BOARD.”

L.  “THE DIRECTOR SHALL COORDINATE PREPARATION OF THE BUDGET
WITH THE BOARD AND THE BUDGET SHALL NOT BE OFFICIALLY FILED UNTIL
FIRST APPROVED BY THE BOARD.”

Add the following new sections:
M.  “AT THE BOARD’S DIRECTION AND WITH THE BOARD’S PARTICIPATION

AND APPROVAL THE DIRECTOR SHALL PREPARE AND IMPLEMENT A PROCEDURE
FOR INFORMING RESIDENTIAL UTILITY USERS IN ANY MATTER DEEMED BY THE
BOARD VITAL TO THE INTERESTS OF THE USERS AFFECTED.”

N.  “THE DIRECTOR SHALL PROVIDE TO ANY BOARD MEMBER UPON THE
MEMBER’S REQUEST AND IN A TIMELY MANNER ANY REPORT OR OTHER
INFORMATION REASONABLY AVAILABLE PERTAINING TO THE AGENCY’S
ACTIONS AND ACTIVITIES.”

O.  “UPON ORDER OF THE BOARD THE DIRECTOR SHALL PREPARE AND
TRANSMIT TO THE CORPORATION COMMISSION OR OTHER AGENCY OR
INDIVIDUAL ANY REPORT, RECOMMENDATION OR REQUEST PERTAINING TO
RESIDENTIAL UTILITIES AND APPROVED BY THE BOARD.”

P.  “THE BOARD MAY PROMULGATE AND ADOPT RULES REGARDING THE
NATURE AND FORMAT OF AGENCY DEVELOPED DATA PRESENTED TO THE
BOARD FOR CONSIDERATION; THE DATE, TIME AND LOCATION OF BOARD
MEETINGS AND THE NATURE AND SCOPE OF EDUCATIONAL MATERIAL TO BE
MADE AVAILABLE OR DISTRIBUTED TO RESIDENTIAL UTILITY USERS.”

Q.  “UPON ORDER OF THE BOARD, FOUR-FIFTHS OF THE MEMBERS
CONCURRING OR BY UNANIMOUS CONSENT OF THE MEMBERS IN ATTENDANCE
AT THE MEETING AND CONSTITUTING A QUORUM, THE DIRECTOR SHALL
INSTITUTE, REVISE OR WITHDRAW ANY RATE MAKING,  RATE DESIGN OR OTHER
RESIDENTIAL UTILITY RELATED INTERVENTION ACTION ANTICIPATED OR
INITIATED BY THE AGENCY.”   
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(RUCO Board response to Auditor Generals’s report)

ATTACHMENT B

The follows pertains to a Board recommended process for the provision of information to
the Board by the agency for the Board’s consideration and action.

Information to be provided to the Board on NEW CASE filings

1. The utility’s name and case number.

2. The type of service(s) provided by the utility.

3. The geographic area (county, town/city, suburb, community, etc.) Served by the utility.

4. The approximate number of users served (in each category of service, if more than one) 
                served by the utility.

5. Nature of the change requested by the utility and the utility’s stated reason for                
                requesting the change.

6. Whether or not RUCO has received or is aware of any user complaints regarding the      
                operation of the utility and, if so, the nature and extent of the complaints.

7. RUCO staff’s preliminary assessment and/or opinion as to the merits of the utility’s       
                request and the anticipated effect of the change on users.

8. RUCO staff’s initial or anticipated intervention action(s) on behalf of the affected          
                utility users.

Information to be provided to the Board on ONGOING CASE activity

1. The utility’s name and case number.

2. The type of service(s) provided by the utility.

3. The geographic area (county, town/city, suburb, community, etc.) Served by the utility.

4. The approximate number of users served (in each category of service, if more than one) 
                served by the utility.

5. RUCO’s evaluation, if any, of the utility’s past performance in serving its users,             
                including consideration of the following:

a. The quality and assured supply of its products, if applicable. 
b. The age and reliability of its delivery/distribution system.
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c.  Its reserve or emergency backup facilities, if any.
d.  Its need and plan for system repairs, replacements & upgrades, if any.
e.  Its capacity and plans for expansion of the system or service area, if any.
f.   Its charges/fees to users for system expansion or service extensions.
g.  Its non-metered (non-consumption of product) fees for meter installation,          

                              meter connects/disconnects, security deposits, late charges, etc.
h.  Its general level of customer service, including the timely and efficient               

                            completion of service connections and disconnections, new construction and 
                             handling of emergency repairs and resolving billing and other complaints.

 i.  Based on the information gathered under paragraphs 5-f through 5-h, an            
                             estimate as to how the utility compares with other, similar utilities in terms of   
                             industry norms and reasonable utility users expectations.

6.  Brief summary of RUCO’s intervention activities to date.

7.  Actual or estimated success of RUCO’s intervention efforts to date.

8.  Whether the information related to paragraphs 5-a through 5-i was gathered, analyzed  
                 and considered in RUCO’s case intervention activities and, if so, how and to what        
                 degree it affected RUCO’s recommendations.

9.  RUCO’s plans, if any, for continued intervention action in the case.
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