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Derar Governor Bolin:

Iransmitted herewith is the 65th Annual Report of the Arizona
Corporation Commission for the fiscal year ending June 30, 1977.

buring the past year we have directed our emphasis to one of
p:anning for the future in order to anticipate problems rather than
rcacting on a crisis basis. This approach is reflected differently
in each of our divisions.

[n addition, we have begun to look at our administrative rules,
primarily those pertaining to transportation, with the intention
ot eliminating unnecessary restrictions and thereby placing a
greater emphasis on market forces to set levels of rates and services.
fhese efforts we hope to continue during the coming year.
Respectfully submitted,
ARIZONA CORPORATION COMMISSION
Bud Tims
Chairman

=QUTHERN ARIZONA OFFICE: 415 W. CONGRESS STREET — TUCSON, ARIZONA 85701




THE COMMISSIONERS

Bud Tims

Chairman
Elected: January 1975
Term Expires: January 1981

Bud Tims, former Mayor of Scottsdale, is a graduate of Los Angeles College of
Optometry and is a Fellow of the American Academy of Optometry. He
maintained a successful optometry practice in Scottsdale for many years prior to
his election to the Commission.

After serving a term on the Scottsdale City Council, in January 1966 he was
appointed to the Office of Mayor, a position to which he was reelected in 1966,
1968, and 1972.

From 1967 until 1974, Dr. Tims served as Chairman of the Maricopa
Association of Governments. He was an active member and Past Treasurer of the
League of Arizona Cities and Towns. From 1968 to 1974, he served asa Member
of the Board of Directors of the National Association of Regional Councils.

Dr. Tims serves on the Administration and Personnel Committee of the
National Association of Regulatory Utility Commissioners.

Ernest Garfield

Appointed: January 1973
Elected: January 1974
Term Expires: January 1979

Ernest Garfield, former State Senator and State Treasurer, was appointed to
the Commission by Governor Jack Williams and then elected to a four-year term.

A native Arizonan, he received a B.A. degree from the University of Arizona
and Bachelor and Masters degrees from the Thunderbird Graduate Schoo!l of
International Management. As Lieutenant in the U.S. Army, Field Artillery from
1952 through 1955, he served during the Korean conflict. After being elected to
the Arizona State Senate in 1967, Mr. Garfield served on the Appropriations,
Education, Judiciary, Commerce and Industry, Natural Resources, and Labor
Management Committees as State Senator. He was appointed Deputy State
Treasurer in 1970 and elected State Treasurer in November 1970.

Mr. Garfield served as President of Western Conference of Public Service
Commissions, member of the Governor’s State Fuel and Energy Advisory
Committee and Chairman of the Committee on Energy Policy of National
Association of Regulatory Utility Commissioners.

Jim Weeks
Elected: January 1977
Term Expires: January 1953

Jim Weeks served as City Councilman for the City of Phoenix from 1974
through 1976 where he served as Chairman of both the City Council
Subcommittee on Responsiveness and City Council Subcommittee on Public
Service Employment. Prior to his election, he served as Financial-Secretary,
Business Manager eight years for the Iron Workers Local #75, encompassing all
of Arizona.

A native of Canada, he moved to Arizona 27 years ago where he completed
High School and attended the University of Arizona in Tucson. He was in the
National Guard from 1962 to 1971. While in Tucson he served as President of the
Southern Arizona Building Trades Council and as a member of the Tucson
Planning and Zoning Commission. In Phoenix he participated as a member of the
State AFL-CIO Executive Board, Phoenix Construction & Building Trades
Council, and the Central Trades Council.

He is interested in Youth Activities and served as Task Force Coordinator for
the construction of the Boys’ Clubs in Yuma and Flagstaff, and as a Board
Member of Youth Opportunities Unlimited.

He serves as Chairman of the Arizona Occupational Safety & Health Act
Review Board.
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Donald E. Vance
Executive Secretary

Don Vance was appointed Fxecutive Secretary in January, 1976. After serving
with the U.S. Army in Korea, he attended the University of Southern California
and was transferred to Phoenix in 1956 with 1.B.M. Corporation. He hasserved in
managerial capacity for institutional and private businesses and has been
president of his own marketing and sales company since 1969.

Mr. Vance is a National Director of the Navy League of the United States and
Affiliate Information Officer of the United States Naval Academy. Mr. Vance has

been very active in civicand military organizations and recently received a citation
from the Secretary of the Navy.

Evo J. De Concini
Southern Arizona Representative

Evo J. De Concini has managed the Tucson Office and represented the
Commission in Southern Arizona for the past 12 years. A resident of Tucson for
almost 30 years, Mr. De Concini is keenly aware of the problems facing the people
of Southern Arizona. He has worked diligently to bring government to the people,
eliminate red tape and cut out burcaucracy as much as possible. He believes that
by resolving problems at the local level both the public and the Commission are
better served. Mr. De Concini graduated from the University of Arizona and
furthered his education at the University of Arizona Law School.

In carrying out his philosophy of bringing “government to the people” as well
as saving the taxpayers thousands of dollars, during the past year Mr. De Concini,
as Hearing Officer, heard almost one hundred (100) cases for the Commission
throughout Southern Arizona. He also represents the State of Arizona as a
member of the Inter-State Commerce Commission Joint Board and hears all the
cases involving the State of Arizona and the adjoining states.

ROSTER OF CORPORATION COMMISSIONERS SINCE STATEHOOD

CW O Tode 1912-1918 Mit Simms 1949-1958
WOl Gear, 1912-1918 Timothy D. Parkman 1953-1954
SO fones 1912-1920 John H. Barry 1955-1956
i AL Betts, 1917-1933 E.T. Williams, Jr. 1957-1968
viveg b.odohnson 1919-1924 George F. Senner, Jr. 1959-1962
¢ ren Vaughn 1921-1932 A.P. Jack Buzard 1959-1964
& 1Y Claypool 1925-1930 John P. Clark 1963-1964
tharles R. Howe 1931-1936 Milton J. Husky 1965-1970
Adscn 1 Wright 1933-1953 Dick Herbert 1965-1971
e Cummard 1933-1934 Charles H. Garland 1969-1975
5ONE Ty 1935-1940 Russell Williams 1970-1973
Srren AL Betts 1937-1945 Al Faron 1971-1977
SUam Pererson 1941-1946 Ernest Garfield 1973-present
Ui Fden 1944-1945 Bud Tims 1975-present
taie Mctbate 1947-1948 Jim Weeks 1977-present
e b Brooks 1947-1958




PREFACE

The Arizona Corporation Commis-
sion was created by Article XV of the
Arizona Constitution at statehood in
1912. It is composed of three
Commissioners elected by the people
for a six year term, with one
Commission seat standing for election
every two years. In the case of a
vacancy the Governor appoints a
Commissioner who must stand for
election at the next general election to
fulfill the unexpired term. The
Commission is required to maintain its
chief office at the State Capitol which
is currently located at 2222 W.
Encanto Boulevard.

The Commission operates current-
ly in five areas of responsibility. They
include Motor Transportation,
Utilities, Securities, Incorporating,
and Administrative. This report will
give further delineations of the scope
and authority of these jurisdictional
areas.

The functional scope of authority
stretches from internal administration
with the various budgetary and
personnel considerations incumbent
on any of the State agencies of our size
to strict regulatory requirements of
Motor Carriers and Utilities. Inside
these parameters includes the full
realm of administration filing,
registration, investigation, authority,
review and regulation, just to mention
a few areas.




SEMINISTRATIVE DIVISION

fhe txecutve Secretary, Donald
f Vance, serves as Chief Executive
et and s responsible for the
boommission’s internal operation. The
Vammistranve Division directs and
cordinates the  activities of the
vattous divisions providing manage-
T pranning. accounting, budget-
72 public information, intergovern-

neatal liason and Administrative
wrport funcuons. The Executive
SURITEY s appointed by the
¢ FPUITHANS IO

Controlle:

Vomasor change instituted in the
ntssior during this fiscal year
vt e addition to the Administrative
2. von of My, Sreve Schlueter as
vitrelles i marked the first time in
1w bistony o the Commission that a
sollerserved iointernal coordina-
<o Mro sehlueter comes to the
“newss on from the Missouri Public
s Commission where he served
Vaastant Controller

Dtz Processing Overview

mental review and audit has now
become an ONgoIng procedurc within
the Commission. Through these
efforts, the Administrative Division
can direct and coordinate the activities
of other Commission divisions and
thus provide Arizona with an efficient
and effective regulatory program.

Southern Arizona Office

All the functions of the Arizona
Corporation Commission as they
affect public service corporations and
the public of Southern Arizona in
general are performed by a well-
trained staff in our Tucson Office. The
demand for these services is steadily
increasing as the public becomes more
and more aware of the Commission’s
capabilities in Tucson as well as for the
public desire to save time and money.

During the fiscal year, the
Commission established a branch of

the Incorporating Division in Tugson

and hired Mr. Keuben M Payne, o
highly qualified, seasoned attorney to
set it up and supervise it. The
appreciative response from the Legal
and Accounting professions as well as
the almost instantaneous barrage of
document filings, fees being collected
and the requesting of information. is
solid proof that the Commission’s
decision to establish a branch of the
Incorporating Division in Tucson was
a wise one. More information
regarding this Division can be found in
the Incorporating segment of this
Report, but it should be noted, that of
the approximately 4,200 calls and
“walk-ins” per month handled by our
Tucson Office, almost half are for the
Incorporating Division. The remaind-
er pertain to the Utilities Division,
Securities Division, Administrative/
Hearing Division and Motor Trans-
portation Division, all of which are
represented in the Tucson Office.

CASHIER’S REPORT
July 1, 1976 Through June 30, 1977

Division

Administrative (Misc. Refunds)
Incorporating

Utilities/Hearing

Revenue
$ 2,016.21
1,502,043.09
1,879,993.73

s-owilt b anoanternal overview Motor Carrier giggsggg
Gasucted by othe Commission, the Securities .679.
i e srought inoan expert TOTAL $4,287,957.64
cesonter analyvse te review the Data 1
P possibilities 1’(11‘. intern;_a? CONSOLIDATED BUDGET ANALYSIS f
teptatron wethin cach division. T.hls 65th Fiscal Year
vodee the planming for on-line 1976 — 1977
Pwrer capabiiities sa the Incorpor- o
e Division whieh will expand on Actual Expense Appropn:;l;);\
SXAINIINL computer operations, Division 1976 — 1977 1976 —
Do ot oxasiing computer usesin the Administration $ 548,869 $ 563,524
Moo dranspertation Division and Incorporating 387,605 408 501
ctungss aeeded o improve that Utilities/Hearing 943,216 1,042,300
poowon sad o the planning for Motor Carrier 1,018,019 1,22?,283
~ovter capabibues for better data Securities 349,993 ,
o b tties and Securities. TOTAL $3.247 702 $3.524.125
L ameussion has been success-
fooerdiatng prrsmmel matters Appropriated Requested
IR Y B E T h:xdgcta_r\ reviews o ors 97T 1978
1oonpk the Admimstrative Division
o eguests tor reclassification of Administrative $ 644,100 $1.072,300
v spociad allocations of funds Incorporating 457,300 13?);’;88
© e oew program needs. Relations Utilities/Hearing 1,222,900 ,403,
i i 1 i 1,458,200 1,980,100
P eneasagenaiesineluding the Motor Carrier ona00 Saon00
s tmet of Administration, Securities ' :
ey cofiee Crovernor's ()fﬁCC, TOTAL $4‘343'000 $5'7gg'900

Cedtatun anad specificallv, the Joint
Budget Committee have
‘nternal  govern-

[SPE R RSN

ERRE AT IR VSIS




HEARING DIVISION

The conduct of a hearing is an
indispensable prerequisite to each and
every determination made by the
Commissioners. In connection with
issues related to entry, rate-making
and service complaints, among
numerous others, the gavel dropped
approximately 1000 times to signal the
commencement of the process.

The receipt of evidence and
argument in connection with the
hearings was a responsibility of the
Commission’s hearing officers who,
after each hearing, submitted a
recommendation to the Commission-
ers in the form of proposed findings of
fact, conclusions of law and orders.
Former Assistant Attorney General,
Andrew W. Bettwy was appointed this
past year to serve as the Commission’s
Chief Hearing Officer. Along with
Bettwy are Hearing Officers, David C.
Kennedy and Stuart B. Schoenburg.

With respect to each matter
submitted the Commissioners’ deliber-
ations involved a review of the entire
record, including the reporter’s
transcript, the documentary evidence
and the hearing officer’s recommenda-
tion.

Maximum utilization of hearing
officers by the Commissioners 1is
motivated by an effort to free the
Commissioners from on-the-bench
time constraints in order to direct the
required attention to critical, day-to-
day decision-making and policy-
making responsibilities.




INCORPORATING DIVISION

The Incorporating Division, under
the direction of Division Director,
Barrv M. Aarons and Assistant
fnrector. Caroline (o Chavez during
the 1976-1977 fiscal vear, had its first
cxperience with the new  Arizona
Eusiness Corporation Act and com-
nuterized services. Various changes
wd activities took  place and are
~:flected in this report on the respon-
~ blities and activities of this division,

K esponsibilities

Lty organzation operating in
Arizena as a cerporation must file all
fequired documents with the Incor-
porating Drwiston to receive their
asthorizauon. Documents to be filed
Wit the Division include: articles of
ircorporation, application of foreign
corporations t¢ transact business in
\rizona, husiness trusts, professional
corporations. amendments to articles
o ancorporation  merger and con-
~elication data. dissolutions and with-
dawals  of  corporations, restated
articles. corporation name changes,
cornoralion renewais  appointments
o statutory agents. whether the
ovganization wili be  operated for
p-olt or nor-profit. and whether it is
hased in Arizona or has been organiz-
cd orevicusiv i another state or
courtn

bach ot these items have separate
fzeal requirements as to their contents
which are spelled out in the Corpora-
Hr sratutes. and it s the responsibil-
1. ot the Drvision 1o determine that
documents presented for filing con-
ferm s o these requirements. Corpora-
ton lew ir Anizona. for the most part.
ooomvered o the Arizona Revised
Stattites, Cathe 10

Fory corporanon registered with
e bncorporating Devision is required
™ staiute to tile an annualreport as of
e tnd of their fiscat vear and pay the
1 aas fee set torthin the statutes. The

vt tor iling this annual report is
maved to each corporation at the last
acdrees the Division has in their
nriords  Since the authority of a
corporation to do business in Arizona
can be revoked 1 an annual report is
nct”led when due itis vervimportant
that cach corporation keep their
address current in the records of the
Dreson While the Incorporating

Division does not have any investiga-
tory or regulatory powers, all informa-
tion filed is public information and
available for inspection. Copies of
documents may be secured at a
minimal fee and certified if required.

Activity Report

The 1976-1977 fiscal year was
dedicated in the Incorporating Divi-
sion, towards the improvement of our
organization and procedures with a
goal of more efficient service.

In termsof organizational structure
of the Division, the various sub-
sections in the Division were redefined
during the last six months of the fiscal
yvear. The Division consists of the
Incorporating section, responsible for
all original filings. amendments and
mergers; the Annual Report section,
responsible for all annual filings,
changes pursuant to those filings,
revocation, reinstatement and in-
quiries; and the Data Center which
provides public access to all docu-
ments and information on all corpora-
tions whether existent or dead. Re-
grades were accomplished so that for
the first time in history of the Division.
employees doing similar or identical
tasks were carrying the same job
classification. Upward mobility for
division employees became available
due to this regrading procedure. An
employee of the Incorporating Divi-
slon can now expect to have a chance
for promotion within the Division
providing true career opportunities.

In October of 1976, services were
offered by the Incorporating Division
to all residents of Southern Arizona in
the Tucson office. In late summer of
1976, former Cleveland attorney,
Reuben Payne. was hired as Adminis-
trative Assistant in the Tucson office.
His primary responsibility in that
office is to handle the Incorporating
Division operations for the Division
Director in Tucson. Over the year this
service was expanded, and on an as-
needed basis, staff was increased.
After eight months we can see that the
operation of a Tucson office provides
a needed public service to Southern
Arizona. Original filings in the Tucson
office which would normally be done
by the Incorporating Section in
Phoenix, amounted to as much as 18%
of the total work load in that section.

In addition, 2,000 calls per month and
hundreds of walk-in customers in the
Tucson area are now able to get their
questions answered by local per-
sonnel.

During the fiscal year we completed
the first full year of operation on a
computer system. Changes included
coordination of monthly informa-
tional runs and expansion of the Data
Base. Investigation was undertaken to
move to on-line computer input, thus
eliminating key punch requirements
out of the agency. Further investiga-
tion was undertaken towards eventual
implementation — we propose to
request it in the 1978-1979 budget -- of
a full on-line computer capability
providing both inquiry and input
within our division. The systems
extensions utilized, including pre-
printing of reports and preparation of
delinquent and revocation notices.
further stream-lined the operation.

Through cooperation between In-
corporating and Securities personnel,
we are better equipped procedurally to
provide law enforcement on federal,
state, county and municipal levels with
fast, complete information needed in
criminal investigations. Many sug-
gestions from these various law
enforcement agencies and especially
the Attorney General and our Secur-
ities Division have been implemented
to further aid in this area. The
expansion of the Data Base to include
officers and directors provided the
information that will enable us to
cross-reference people and corpora-
tions for investigative purposes.
Through cooperation with other
agencies, we will soon be able to have a
quarterly print-out providing this
cross-reference system.




Budgetary restraints were instituted
i all areas. In Data Processing
changes in computerization and sys-
ters extensions were minimized and
tne number of runs on the computer
were scheduled more carefully, Paper

vxpenses were cut down by utilizing  the day” provides an examiner on a the part of the Incorporating
more efficient styvle in the various rotating basis who can accept and Examiners.
tormas and requirement sheets pre- process filings from walk-in customers
nared. Temporary employees were
ised only on a seasonal basis resulting
o7 lerge financial savings in the area of
personnel services. and although three
1w fuli-time cmplnyecs were added The general work flow for fiscal
torthe 1977-1978 fiscal year (mostlyto  1976-1977 is reflected in the following
compensate for the transfer of em- statistical analysis...
plovees to the Tucson office), it was
anucipated that no new employees
weuld be requested for the 1978-1979
fncal vear In all. what was projected INCORPORATING SECTION
tobe a $14,000 deficit during fiscal .
976-1977 was turned around through Pho?nlx Tuc.son
: . ) Office Office Total
inese savings and the transfer of .
S25.000 te the division for Data Domestic Articles Filed 4956 584 5540
Processing to a $24.000 surplus by the Foreign Authorization Filed 843 19 862 :
»nd of the fiscal year. It is anticipated  Returns for Correction 1649 9 1658 ?
that these savings will be retained a:‘;’::;"e"ts 12;? 10? 1222
during fiscal 19771978,

Iht first revocation under the new Certifications . 2540 292 2832

o . Certiticates of Compliance 1790 109 1899

\rivona  Business Corporation Act
wias completed in May, eliminating
e 5060 dormant and non- ANNUAL REPORT SECTION
compliant orporations. This revoca- Revenue $1,059,197
donconstitured 1HCG7 of the  total Number of Annual Reports Sent Out 41,146
nuwber of hive corporations existing at Number of Annual Reports Received 33,333
thet time The entire process required Number of Revocations 5,063
Looperation between our office and Number of Reinstatements 177
the Data Processing Department over  Changes:
- tour month period. The revocation Fiscal Date 2,047
rtocedure was placed in the hands of Address Changes 5,925
-z employee who was able to develop Statutory Agent 9,589
¢+ complete revocation processing and Total 17 561
reiastatement  procedure. It was
inticipated that with the goals set by DATA CENTER SECTION
s revocation,  regular  monthly .
‘evocation process would take place 2‘;’:::;%:;&2:25 13 ??;
:(‘; “(l\_t; ;‘;lg of the first quarter of fiscal Documents Microfilmed 234,000

Filings which had in the past taken
anywhere from three to (fifteen
working days are now completed in
only one day, and in many cases can be
completed in a matter of minutes. A
new innovation referred to as "clerk of

or by previously set appointment. All
emergency filings are handled in this
manner. Returns occuring from the
mistakes on filings were reduced
dramatically to only 10% due mostly
to a system of personal attention on

In addition to handling the above documents, the division averages approximately 500
calls per day to the Data Center on informational requests resulting in approximately

126,000 incoming calls last year.




SECURITIES DIVISION

he emphasis of Securities in the
Arizona Corporation  Commission
this vear has been the new look of the
Division. For the first time, our
Diviston has had the necessary legal
{AC aceounting expertise to begin the
oo of reviewing  applications,
areestigating offerings and  recom-
neading prosecution from apparent
waations. Director. Matt Zale and
Astistant Director Dee Harris have
developed wn orgamzational capabil-
© o proper and thorough investiga-
“ienon securities’ matters. Although
on¢ of the tunctions of the Securities
Jivision 1~ the investigation of
cormplaints of securities law violations,
anc cecommending court action when
necessary, the old adage “an ounce of
prevention s worth a pound of cure” is
particularly true in the securities area.

1 n1e Seeurities Division believes it is
beter 1o prevent the loss of an
investars savings in a stock scheme
than to spend months unraveling it
after the carporate barn door is closed.
Accerdingly, the Securities Division
has  begun & public educational
program to alert investors on how to
protect their hard-earned savings from
stock swindles

One of the first steps in  this
¢ducational program has been the
issuance ol a message to Arizona
imvestors entitled, “Ten  Steps In
fovestiganng Belore You Invest.” We
are disseminating this message to civic
and social groups.

Fhrough the help of a special
tarster of funds approved by the
Joint Legislative Budget Committee in
Sepiember af 1976, the Securities
Diviston was able 1o hire two staff
accountants and two securities special-
ity with lega background for its
somplex financial work.

The reorgamization of the Division
¢ continuing and 1s aimed at making it
e of the most competent among
vate secusitios divisions in the country
oits woerk of protecting Arizona

Evastors

The Securities Division is respon-
sible for three areas of regulation in
Arizona: registration of securities,
registration of salespeople and broker-
dealers, and investigations and en-
forcement of any violation of secur-
ities laws,

Securities Registration

Any security offered for sale to an
Arizona resident is examined to assure
that only companies which are not
“insolvent, or in an unsound financial
condition” or whose sales would not be
“unfair or inequitable” be allowed to
sell securities to the public. Also,
applications by brokers and sales-
people to sell securities in Arizona
must be examined to determine
financial soundness and to assure
registration of those with "integrity,”
“good business reputation,” and who
are “qualified by training.” All secur-
ities salespeople must pass examina-
tions on securities laws and regula-
tions and be fingerprinted. The depart-
ment adminsters the examinations and
fingerprinting, which attempt to as-
sure that only legitimate companies
and stock brokers, selling sound
securities, are registered in Arizona.

10

Enforcement

The Division is charged with
responsibility to investigate any viola-
tions of the Securities Act of Arizona,
Chapter 12, 44-1801 through 44-2037.
This encompasses violations of the law
by companies, promoters, officers and
directors involving fraud or misrepre-
sentation in the sale of securities. It
encompasses investigating complaints
received from the public, from
Arizona law enforcement agencies,
fromthe U.S. Securities and Exchange
Commission, securities directors of
other states, and any other source.
After investigation, public actions
may be taken as follows:
l. Issuance of a Cease and Desist
Order

2. Referral to the Attorney
General’s office for civil injunc-
tive action in the courts.
including appointment of a
receiver

3. Referral to the Attorney Gen-

eral’s office for criminal action

4. Revocation, suspension, or

denial of a broker-dealer or
salesperson’s registration.

Public hearings before officers, the
full Commission, or the courts are
necessary in connection with the
above.

Goals

It is the goal of the Securities
Division to review carefully each new
securities filing to attempt to assure
that securities of sound, solvent or
non-fraudulent companies are cleared
for public sale. If thorough and
effective enforcement of the securities
law to protect investors is to be
achieved, the Division requires a
professional staff of securities
specialists with legal and accounting
backgrounds. The Commission is
currently striving to attain such a
professional standard.

It is the further goal of this division
to effectively investigate and prose-
cute, in conjunction with the Attorney
General’s office, large-scale securities
frauds perpetrated on the residents of
this state.




With s new  professional staff,
wit ertforcement efforts with other
Ayizone agencies have taken place,
acluding the Department of Public
Setety. Insurance Department, Real
Fene Drerartment, Banking Depart-
#2ei State Accountancy  Board,
SMamepal pohice officals, Attorney
seneral s office county attorneys, as
aetas federsd agencies. The number

K

S wempjexitv of complaints of
sconrities jaw violations from  the
3obtc and stner law enforcement
(HEwws 1nat ore heing investigated
N ncreased

fie Dvister for the first time in its

sidtory qas beceme actively engaged in
wreraas court actions seeking in-
e nve rehiet against law violators.

several coutt actions in Maricopa
cenety sepencr Court as well as the
woreein 4ot of Arizona  were
furmye the vear by the
Sorporation . Commission
cod the Securines Division as plain-
drfs osecking court orders to stop
seonnfies iw violatons,

Yo steft weve added during the year,
2 Divislon became more active in the
sudance o Cease and Desist Orders
s HE ivestigations tor criminal pro-
sabior ot seeuriies violations.

Hegistration activity by the Divi-
o duning the 197621977 fiscal year
IR N f‘lH HAE

Mt

Ao

e necunties issues regist-
et

sithor doltar value
axemptions from regis-
canan granted
Hreker-dealers
eredt
tecarties
toensed
fecistration

HE S

regist-
salespeople

fees col-

MOTOR TRANSPORTATION
DIVISION

Overview

In transportation, because of
Arizona’s historical restrictiveness,
our overall approach should be one of
removing these restrictions wherever
possible to move toward a system
more in keeping with free enterprise
concepts and which will, to a greater
degree, allow competition and market
forces to set levels of service and
prices. We have made some steps in
this direction with our repeal of MC-
21, our one-day tariff filing, the
legislation we introduced to place taxi
cabs in regulated competition, and
some of our recent orders which
authorize carriers to file rates for our
approval up to a certain maximum
rather than an absolute. We have also
begun an examination of other ACC
Administrative Rules for possible
repeal or modification. These efforts
to remove unnecessary restrictions
from our Administrative Rules should
continue along with a concerted effort
to amend the necessary statutes.

As of the close of the fiscal year
1976-1977, the Commission had
completed the prerequisites for the
creation of the merged Motor
Transportation Division to handle the
complex areas of jurisdiction concern-
ing motor, railroad, emergency
vehicles and air carrier operations.
The new reorganized Motor Trans-
portation Division, under the
direction of Frank Bowman and his
Assistant David L. Myers, covers five
areas of authority including a Tariff &
Rate section, a Motor Carrier
Enforcement section, a Railroad
Safety section, an Emergency Services
section and an Authority section.
Bowman has been with the Commis-
sion since 1962, serving in various
capacities related to the field or
regulated transportation and prior to
that, as a member of the Arizona
House of Representatives.

There has been, over the years,
some confusion as to the definition of
carrier types and the scope of the
Commission’s regulatory authority in
this area. The Commission primarily
draws its jurisdiction in this area from
Sections 2 and 10 of the Arizona
Constitution which states that these
carriers “are declared to be common
carriers and subject to control by law”
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and that "all corporations, other than
municipal, operating as common
carriers, shall be deemed public service
corporations.”

The law defines carriers as resting in
one of three distinct categories:
common carriers, contract carriers, or
private motor carriers.

Common carriers are defined by
law as any person employed in the
transportation of property and or
passengers for compensation. Con-
tract carriage is generally considered
as carriage of passengers or property
for compensation which is not
included or considered common
carriage. For example, if a carrier
signs a contract with a business to haul
wares of that business between points.
then that carrier would be a contract
carrier. Private carriers are those
carriers not considered to be common
or contract carriers. An example
would be a department store which
provides delivery of goods purchased
in the store where the delivery service
is owned and operated by the store and
where the delivery is between the store
and the customer who purchased the
goods or their designees. Any other
carrier which does not ask compensa-
tion in any manner is a private carrier.
Any business where carriage s
incidental to the principal business is
also considered private.

In order to become a common
carrier, a certificate from the
Commission must be obtained after a
showing to the Commission that the
carrier is fit and proper to operate as
such and that there is a public need for
the service. One other requirement is
needed. If there is already a carrier
operating over the route or in the
territory requested, then the Commis-
sion may issue the certificate only
when the existing carrier will not
provide service deemed satisfactory by
the Commission. This provision of law
is generally referred to as "regulated
monopoly”. Arizona is one of only
four states which still operates under
the regulated monopoly concept.

Not all carriers are covered under
regulated monopoly. The law exempts
ambulances, funeral coaches, chart-
ered aircraft in an unscheduled service
and farm products carriers from the
monopoly clause. These carricrs
merely have to prove fit and proper
status and that public convenience and
necessity requires the service.

Contract carriers need to show fit




ard proper status and that public
safety and public use of the highways
will not be interfered with. One
Arizona court case indicated the
difference in that a judgement for
common carriage is basically one of
regulated monopoly  while the
Judgement under contract carriage is
basically a judgement concerning the
effect  of this use on highway
mamtenance and safety.

In addition to a statute, the
Commission has adopted over the
vears rules and regulations governing
the safety. tanffs and operation of
common and contract carriers.
Specific regulations governing ambul-
ances and rules governing air carriers
are also currently in force as both
require intense scrutiny, especially
from a satetv standpoint.

Tariff and Rate

State law requires that all tanff
fiings  which result in increased
stupping costs must be approved by
tke Commission at a public hearing
where it 1s the respongsibility of the
applicant to justifv  the increase
sought.

[Juring fiscat year 1977, the Tariff
a1d Rate Section. under the
supervision of Section Chief, Dilles
DeWitt. Docketed 140 applications
dealing with financial matters on
behalt of transportation companies as
compared to 60 such requests in fiscal
vear 1976, This reflects an increase of
1337 n rate  increase  activity,
Consumer complaints against carriers
rose from S51n fiscal vear 1975-1976 to
106 1n fiscal vear 1976-1977, an
increase of 9307,

I'he following four rate proceedings
reflect the type of rate activity in the
transportation field during fiscal year
1077,

Irr Juiv of 1976, Yuma Bus
Company. which provides regular
scheduled bus service between Yuma,
Arizona and San Lus, Arizona,
requested authornty to increase
passenger fares over the route served.
A test vear ending December 31,1975,
reflected revenues of $19.869, direct
operating expenses of $23.644 for a net
less  of $3.775. The applicant
requested, and the Commission
approved. increases which would
produce a net operating ratio of 95%.

The increase was approved by the
Commission in October of 1976.

In July of 1976, Arizona Pacific
Tank Lines filed an application
seeking a 9% increase in rates and
charges applicable to the transporta-
tion of liquid commodities in bulk.
Staff review of the exhibits submitted
to support the increase revealed that
such an increase was excessive. Prior
to the hearing held in March of 1977,
the carrier filed an amended
application reducing the increase
sought from 9% to 7.849%. In June of
1977, the Commission entered its
decision granting a 7.84% increase.
The pre-hearing audit resulted in cost
savings to Arizona shippers of $2,747.

In October of 1976, Kunkle
Transfer and Storage Company, a
statewide general commodity carrier,
sought increases in freight charges
ranging from 5% to 139. Certain of
the rates sought to be increased had
been in effect for an excess of 4 years.
The average annual increase granted
Kunkle in June of 1977 amounted to a
low of 2% and a high of 3.29.

In December of 1976, Joe Conway
Trucking Company, a statewide dump
truck operation, filed for an increase
of 139% in all rates and charges. In
February of 1977, a hearing was held
which revealed that the present rates
produced a sufficient net operating
profit. In May of 1977, the
Commission entered its order denying
the 139% increase.

Safety Enforcement

This section of the Division is
concerned with the safe operation of
commercial traffic upon the highways
within the state, and economic regula-
tions of the state with regards to the
transportation of property and/or
passengers for hire. Investigators’
duties are to enforce the provisions of
the Title 40, Articles 1 and 2, the
administrative rules and regulations of
the Commission, and other laws of the
state relating to public highway use by
persons operating motor carriers.
Members of this section are all duly
constituted peace officers and have
completed the Arizona Law Enforce-
ment Officers Advisory Council
course. During fiscal 1976-1977 this
section saw Mr. J. Patrick Riordan
appointed as its Section Chief

following eleven vyears of service
already with the Commission.

During fiscal year 1977, this section
was restructured to more effectively
utilize the personnel due to a shortage
of travel funds. To do this, Port of
Entry activity was increased as was the
terminal audit program, the latter
enabling the Commission to locate
and correct problems before the motor
carrier entered the state’s highways.
Strategic locations were established
for road patrol activity backed up as
the workload demanded by members
from other- areas, particularly in the
establishment of mini-road blocks.
Additionally, a concentrated effort
was made to clear up a backlog of
service complaints through proper
investigation. A synopsis of enforce-
ment activity for fiscal year 1977 1s
outlined:

Units safety inspected 48,859
Warning/Repairordersissued 41,338
Out of Service vehicle 4,14%
Out of Service driver 360
Terminal Audits 434
Terminal Violations 4,546
Investigations 158

Summary of traffic complaints
and/or citations issued during this
period is as follows:

No identification stamps 495
No authority-exempt 182
No authority, non-exempt 147
Safety 4,048
Dangerous drugs 121
Hazardous materials 231
Other 716
Total citations 5,940

The program will be enhanced by
the construction of new port-of-entry
facilities at Nogales, Yuma, and Topoc
over the next several years, in which
the Commission is participating and
which, upon occupation, will increase
the efficiency of enforcement activity.




Katlroad Safet

“he Railroad Satety Section, under
t1e direction of Section Chief, William
i ichlevoas responsible for improving
saletvand reducing deaths and injuries

‘o Arizona’s raiiroads.

Durning fiscal vear 1977 this section
“aspected and inventoried Arizona’s
cotire radl system, and the rail network

t Vrizan was found to be in good
cwndition capable of providing safe
amt efticient vail freight service to
wozoms industries and communities

v dasty basis. twelve months out of

R VENY:

fners sre wix ranlroads with 3,250

ples of track and 2.000 rail-highway
crossings  oserving 3,000 industries
< thin the state of Arizona. Rail
Sdwsenger services are provided by
AMTRAEK . the National Rail Pas-
Corporauor at  Flagstaff,
Winslow  Yama Tucson, and
faoenis,

Accident  siatistics show a 50
sorcent reduction in fatal accidents
ri5 4 26 pereent increase in injuries
1245 an ¥ percent reduction in
dormlments <33, and a S1 percent
rxductien o oraii-highway accidents
144 during fiscal vear 1976.

Investigations were conducted into

* compla:nts: 93 accidents: 8 variance
apphcations: and 4 service modifica-
ton applications: the Fort Huachuca
hranch abandonment, closure of the
Floibrook agency station, closure of
‘he Glebe agency station, abandon-
went ob g porien of the Litchfield
nraach. und  abandonment of a
soragon of the Globe branch.

Orders were 1ssued for 23 improve-
ments. S ovarwnees. and 2 service

odificstions

WHRECY

Hazardous Materials

During the last six months of fiscal
year 1977, the Railroad Safety Section
expanded their hazardous materials
capability to include a hazardous
materials advisory service for all
modes of transportation — rail,
highway, and air.

This service is provided to assist
carriers, shippers, and receivers of
hazardous materials with technical
information concerning the transport-
ation of hazardous materials within
the state of Arizona.

Advisory services are also avail-
able, on a limited basis, to assist first-
line emergency services personnel at
the scene of public carrier accidents.
The following statistics reflect pro-
gram results for the last six months of
fiscal year 1977.

Hazardous materials firms:
(incomplete) 400

Accidents reported: 9

Violations reported: 521

Advisory contacts: 162

Safety presentations: 13

Hazardous materials terminal 15
inspections:
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Emergency M ehictes

This activity actualiyv involves three
s2parate und distinet functions: regu-
mtion of ground ambulances: regula-
ton of private fire protection services:
andg  regulation ot air ambulance
semaces. This nvoives establishment
vIostandards, investigation of con-
sutrer complaints. investigation  of
acadents. licensing and certification
cioaerconnel and traumng of vehicular
star dards T his ~ection 15 one of the
rospensibelities of Division Assistant
Dy-ector, David Muers

Dyaring fiscal veer 1977 the section
completed one o1 more inspections of
32 ambulance organizations and 306
veh cles dealing in the treatment and
tarsportation of the sick and injured.
Addittonally. 90 service complaints
versnvestigated involving anaverage
120 manhours per nvestigation and a
cotal ot 90 nubla hearings  were
cotrfacted on omatiers pertaining 1o
ambulance serces Fhe turnover of
JeTIency service porsoninel continues
Ata rather high rate, Jue. we feel to the
ow aalary within  this
adustry with a vl of 1271 per-
scrnelocortfied during fiscal year
(227 Classroom prosentation by the
s b the PDivision amounted to 102
Joun tor the purpos of enhancing the
vinttatioc progiam for ambulance
sorvces, the standards tor which were
noerrased ar the beamning of fiscal

sar e

SIrUcteTe

‘rovate fre oprotection service s
provided by twe companies 1o 40,000
sabserthes n Arizona’s unincorpo-
ated rurad sreas Service s offered in
parttens of Maricopa. Pima, Pinal,
Sana Cruze and Yuma Counties. The
smiacber of the rao companies has two
statioas and ten fire fighting vehicles.
Phe darge of the two has 28 stations,
0 tull-ume anc 1700 part-time
cmplesees with X0 fe fighting ve-
holes Duriag fisea: vear 1977, 25
~tiations and 55 - chicles were inspected
ad ten consumer complaints were
roeestigated.

Ftas the goal ot this section and the
doarsion Lo oproside at least three full
Irspectons annuals of emergency
cauinmen: which would at present
require a 20077 snerease in the number
warspections beig conducted. Only
through such an mspection program
cenoa full safers program be imple-
rmened to msare the health satety and
weitiure of the aizens and visitors to
AT i

AUTHORITY

The area of authority is handled
and supervised by Rose Sandoval and
her Assistant, Diane Massey. During
the reporting year, there were from
5,500 to 7,500 motor carriers register-
ed at one time. Over 205 intrastate
applications were scheduled for
formal hearing and 1,500 applications
for authority were filed by interstate
carriers. The division issued licenses
for 110,000 registered motor vehicles.
Revenue derived from regulatory fees
amounted to $651,604.40, an increase
of $71.727.00 from the past year.

Revocations of authority has been
intensified because a number of motor
carriers have failed to maintain proper
insurance coverage, failed to register
their motor vehicles annually and
numerous other violations. The level
of active permits continues to be about
the same however, because of the entry
of new carriers into this field of
transportation.

Every case heard before the
Commission is fully recorded and the
record is open for public inspection by
any party desiring information
relating to any matter before the
Commission. The staff will assist
anyone seeking this information.

A study was made by the
Commission to determine if its rules
applicable to motor carriers should be
modified. repealed, or made less
restrictive. Formal hearings were held
for the revision of rules applicable to
contract carriers and air carriers
providing charter service. After
months of deliberation and several
informal and formal hearings, the
Commission repealed Rule R[14-5-322
relating to carriers authorized to
transport  household goods. We
believe that in the absence of the
rcgulation that a carrier will be able to
perform in a more efficient manner
and better serve the general public.
Staff will continue to review its rules
and revise or repeal those provisions
that are outmoded, unenforceable, or
overly restrictive.

Weintend to seek appropriation for
cducational seminars. Regulatory
studies, programs and seminars on
transportation designed for Commis-
sion staff personnel are presently being
offered by the National Conference of
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State  Transportation  Specialists,
through their parent organization,
NARUC. The attendance of these
seminars would enable staff to have a
better understanding of new regula-
tory concepts and new techniques
which are being applied to transporta-
tion problems currently confronting
the Commission. It also gives us an
opportunity to exchange views with
persons from a large number of state
and federal regulatory agencies on
problems of current interest and make
us aware of the scope of changes
currently taking place in the
transportation industry.

The division has a serious storage
problem due to inadequate office
space. Some of our active files arc
being stored in a building several miles
from the present office facilities. This
creates an inconvenience not only for
staff, but the general public. We shuli
continue to work with the Records
Center on records retention schedule
and the microfilming of motor carricr
records.

We continue to show a substantial
increase in carrier registration which
resulted in an increase in the workload
of the division in all of its areas of
responsibility. This creates an urgent
need for additional staff personnel to
assist in the performance of the
regulatory functions of the division.
The workload has been steadily
increasing but despite the growth of
this division’s jursidiction and
activities the clerical staff assigned to
the regulation section of the division
has increased by one employee in the
past fifteen years. The lack of adequate
staff has made it difficult for the
division to deal with some problem
areas as fully or as quickly as the
Commission would like.

Pursuant to the enactment of S.B.
1317 in 1976, the Commission entered
Into a reciprocal agreement with the
State of Oklahoma. This agreement
provides that motor carriers who asc
domiciled in either state and operating
motor vehicles in the other state shali
be exempt and relieved of the payment
of regulatory fees. The summary of
activities included in this report
reflects that waiving the fees fou
Oklahoma-based carriers did not
decrease the revenues derived from
this source. By the next reporting year.
we anticipate entering into further
agreements with our neighboring
states.
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construction plans are sound and
properly coordinated; that their
reserve margins are at the lowest
possible level; that their financial
planning is sound; and that their fuel
programs are farsighted and in the best
interest of the consumers; and that
management carries out effective cost
control programs. But in order to
concentrate on these critical issues the
Commission cannot be engaged
constantly in major rate proceedings.
The Commission must probe con-
tinually to be certain that utility
companies are well managed and full-
scale rate proceedings are an excellent
forum for this. But there are other
equally effective techniques, such as
management audits and periodic
reports, that the Commission can
employ outside the rate case context.

Public Perception

Recent public opinion surveys from
a variety of sources demonstrate that
most of the public in Arizona (as much
as 70 percent by one estimate) is
unfamiliar with the Commission and
its responsibilities. Among those who
are aware of the Commission, the only
function they can identify is that of
approving utihty rates. And a
substantial majority of those who are
aware, believe that the Commission
acts for the benefit of the utilities
rather than the consumers.

These are not surprising attitudes in
today’s climate of consumer distrust of
government and business, but they are
almost tnevitable results of the rate
case syndrome which rules the Com-
mission’s actions. As stated earlier,
increases 1n the cost of energy seem
inevitable; for the most part. itisonlya
question of how soon they reach the
consumer. The end result for the
consumer is the same. He sees his
energy bill continue to go up, and is
unaware of the agonizing scrutiny by
the Commission in rate cases.

The Commission cannot rely on the
news media to communicate its
watchdog role adequately to the
public. Rate cases are comparable to
court trials in terms of news value. The
verdict 1s what matters and that is a
one-day story.

In summary, rate proceedings as
the Commission’s chief activity in
utility regulation do little to reassure
the public. The record of the past few
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years speaks for itself. In a succession
of expensive and time-consuming rate
cases the Commission has exercised its
discretion in denying some requests
and granting other. Utilities have
faced one financial crisis after another
while consumers have experienced
dramatic cost increases. And through
all of this, the Commission received
high marks from no one.

Positioning

In order to improve its standing
with the public and to assert itself as an
agency with significant public
responsibilities other than utility rate
making, the Commission should shift
the emphasis of its activity in at least
two key ways:

1) The Commission should estab-
lish itself clearly as the primary agency
responsible for the state’s economic
future insofar as that future is
dependent on assured supplies of the
energy provided by the utilities under

Commission jurisdiction. In this
context, the Commission could
emphasize, among other things,

energy resources, joint utility plan-
ning, conservation, customer rights
and protection and consumer involve-
ment in energy problems.

This shift in emphasis is particular-
ly critical in order to head off attempts
to preempt this role from the
Commission by creating a separate
super agency that would regulate
energy planning. If such preemption
were to occup, the Commission would
be cut off from the planning process
where utility economics are really
determined and left with only the rate
decisions.

2) The Commission should also
take steps to emphasize its other
consumer responsibilities by embark-
ing on a concerted marketing program
centered around educating the public
to the functions which the Utilities
Division performs. This could include
Commission  publications, public
speaking engagements and an ongoing
series of topical reports and current
consumer information.

Finally, in order to make headway
on either of these approaches, the
Commission should free itself to the
greatest possible extent from con-
tinuous utility rate cases. The
following are some possible actions
the Commission might take:




General

“1 The Commission could scruti-
nize the long-range planning programs
ol the utibities which embrace new rate
designs, foad management devices and
other approaches designed to bring
about  peak  responsibility  among
utility customers while providing them
with workable options for reshaping
thers consumption habits
2y The Commission could call on
auhity presidents. consumer groups,
and others for their assistance in
persuading the Legislature to support
the Commission’ budget request for
the resources necessary to perform the
‘unctions outhned in this paper.

Y1 The Comnussion could assist in
A degislative  drnve to reduce  or
cmunate the hidden taxes that are
Jrarged to utility ratepavers. partic-
alarny the ad valorem tax.

41 The Cormission could take
~several actions relatng to the state's
future energy resources and develop-
ment with most ot the information and
dita supplied by the utilities. Among
such actions, the Commussion could
iitkate anoanventors ot the state’s
cnergs resources as thev pertain to
tegnlated utihities 1t could sponsor one
o more  statewide  workshops  to
anaivse the status of these future
resources: it could reguire the utilities
annualty to present their forecasts for
TEVIOW

5 The Commission could more
activeivand creatively obtain the input
and participation of the public. For
crample, st could appoint ad hoe task
terees. Such citizen groups could be
wven specific assignments of definite
daration  and  asked  to develop
recormendatioas which would be
weighed carefully by the Commission
and the industry. Possible subjects for
advisory groups melude rate design
fre. peak load pricing. preferential
rates,  time-of-day  rates). service
standards. wtilty cuxation, budget
bilting. bill design and credit policies.
Ir many cases, the atilities could be
required to participate and provide
rescurce matoria

Rate Proceedings

There are a number of approaches
the Commission could consider to
reduce the burden created by rate
proceedings.

1Y The Commission could require
anannual review of the company’s ten-
year forecast. This should include its
forecast of peak load and energy sales,
power plant construction scheduling
to meet load growth, construction
dollar  requirements, fuel supply
acquisition plans. operating expenses
and rate requirements necessary (o
finance the construction program.

Management studies of the utilities
should be conducted by professional
consultants for the large companies
and by Commission staff for the small
companies and those studies should be
updated periodically.

The Commission could require a
report at a certain date (perhaps six
months) on productivity measures
which the company has undertaken to
insure that costs are kept as low as
possible.

To allay consumer criticism, the
Commission could disallow advertis-
ing expenses on all subjects other than
energy conservation and customer
service, or ads of a purely information
nature (such as dividend notices.
employment opportunities, etc.). If the
company wishes to advertise on other
subjects. then its stockholders could
pay for it.
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Activity Review

Currently, the
responsibility for
regulating the service, rates and
charges of 554 Arizona utilities
including 466 water companies, 19
sewer companies, 6 irrigation com-
panies, 17 electric companies, 12 gas
companies, 12 telephone companies
and 12 other communication com-
panies. During fiscal year 1976-1977
the division spent 210 days in 335
hearings on rates, certificates, trans-
fers, financing and show cause orders.
From these hearings there were 467
orders issued by the Commission from
the Utilities Division, including 32 new

division has a
monitoring and

certificates, 50 financing orders, 88
orders to show cause, 29 transfers of
certificates, 133 rate matters, and 135
other miscellaneous orders. These
orders were prepared for Commission
consideration and action by the
hearing officers, other professional
assistance and the division staff.

Complaints

Utilities Division handled during
fiscal year 1976-1977, 2,328 telephone
complaints against utilities under our
regulation. The following compilation
notes that the complaint working load
by the division has remained constant
throughout the last five fiscal years.

Water Tel. Gas
1972-73 958 922 157
1973-74 676 684 132
1974-75 933 1,039 175
1975-76 896 1,152 182
1976-77 919 660 180

4,382 4,457 826 ...

Elec. Sewer Other Totai
327 - 36 2,400
378 - 42 1,912
760 - 31 2,938
554 34 13 2,831
544 22 3 2,328

2,563 56 125 12,400
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These complaints were handled by
investigators and in some instances, by
engineers. We note with interest that
complaints involving rates and
charges are more prominent each
month. With the fluctuation in Utility
rates due to the inflationary influence
and the general economic condition,
we expect more complaints of this
nature in the future.




D1vision Management Study

Fap prionty of the Commission for
tre 1978-1979 budget is the Utilities
Division reorgamization. To reinforce
tane Commission’s thinking that the
Utilities Division is in need of some
rew forward looking programs, a
Management Consultant Firm was
brought 1n to cxamine the policies,
practices. and procedures of the
Utdities Division

This examination gave considera-
ttor  to the formulation of new
programs specifically in the engi-
reering area of the tinlities Division,
as well as customer service. manage-
rent service. auditing and financial
anahysis. These new programs were to
contain long range planning as well as
the present needs with emphasis on the
civision’s staffing and other program
recurrements. A new set of definitive
1ob descriptions of duties and respon-
sibthinies for cach  of these new
pos:tions will be forthcoming.

The  nrogram  benefits  include,
enhancing the quality of the auditing
and engincering efforts in rate case and
cther procedings and reducing the
bvel of outside and  professional
sorvice by aimost 35

Experts will be added to the staff in
such areas as generation planning,
load forecasting, financial analysis,
management auditing, customer ser-
vice, and statistical research. These
proposed changes allow for improved
planning, scheduling and control of
staff work.

The Commission and the general
public would be assured that a
competent, effective and efficient staff
is in place and operative and that the
staff is equipped to analyze and offer
expert opinions on such matters as fuel
conservation, fluctuating interest
rates, massive capital expenditure
programs and customer needs.

Arizona Public Service Company

In 1975 the Commission made
permanent, the interim rate increase of
17.7% on electrical and 11.7% on gas
and denied the additional 7% increase
requested at that time by the company.
APS appealed that decision to the
Maricopa County Superior Court,
The court’s decision overruled the
Commission’s  denial of the 79
increase and instituted an 119
increase of its" own. Feeling that the
Superior Court had overstepped its’
bounds. the Commission appealed
that decision to the Arizona Supreme
Court. at which time the Supreme
Court found that the Superior Court
was without jurisdiction to set rates,
and that the company would be
required to refund the increase
collected pursuant to that Superior
Court order. In September of 1976 the
Commission ordered APS to refund
approximately 17 million dollars to
those customers.

On February 28. 1977 the Commis-
sion, on application by the company,
began hearings into the phase | of a
new rate proceeding. The company
requested in its application a
$44.866.000 or 8.8% increase above
the interim rates then in effect. The
hearings lasted on the first phase
through April 4, 1977 and a decision
was due at the beginning of fiscal year
1977-1978. Following that decision,
the Commission was expected to begin
phase Il of the proceeding which
would determine a rate design for
charges authorized from the phase |
decision.

Arizona Electric Power Cooperative

On March 31, 1977 the Commis-
sion held hearings on an application
by AEPCO for interim rate relief. The
company asked for aninterim increase
of $2,900,000 which was granted by
the Commission on May 4, 1977. As
the increase was to be considered
interim and temporary, a hearing to
determine whether these interim rates
should be made permanent or should
be altered or amended is anticipated
during the 1977-1978 fiscal year.
AEPCO serves five member coopera-
tives in Arizona.

Sun City Sewer Co.

Sun City Water and Sewer, which
serves over 14,000 customers in the
Sun City area of Maricopa County,
received new rates on December 7,
1976. Sun City Water received an
increase of 21.8% while Sun City
Sewer received a decrease of 129%.

On an annual basis, the new rates
were designed to provide a rate of
return of 7.49 for the Sun City Water
fair value rate base and 7% for the fair
value rate base of the Sun City Sewer
Company.

Following the order, Sun City
appealed the Commission’s decisions
and the order has been under
adjudication in Superior Court during
the remainder of the 1976-1977 fiscal
year.




Miountain Bell

~everal specific actions were taken
~vothe company during fiscal year
'9764-1977 which were designed to
amplete  acnions ordered by the
«ommission during the previous year.
ivoaddiuen, the Commission took
STLAN aChions to Assist in improving
wwiephone service and holding down

s elephone rates
iriat Tone Firsi:

v Apri of 1675 the Commission
srdered Mouatam Bell to provide free
aneratoraccess to all pay telephones in
Yzona within two vears,

the changeover tor this service was

pipleted v the Tucson area 1In
soptember of 1976 All pay phones in
the  state mceluding the  Phoenix
Meiropohian arcs were converted to
abiew thas tres operator access in May

¢ 1 Q"
Awooorosub o this action, 1noan
eriergency . the public will be able to

seach an operator and obtain assist-
ance fror amy pay telephone in
“urzoni without having to deposit any
conns. Free catling will also be possible
~the 911 emergency number in the
communities i eur state which have
2stitblished this service.

Ylountain Bell Tanff Revisions

fhe Commission acted on 73
adrimstrative revisions in Mountain
el ranffs volving  boundary
cranges, che introduction of new
suwtipment. and stmilar items during
tae fiscal vear 1976-1977

An order and tariff approval on
December 21, 1976 allowed Mountain
Bell to vary its prices for competitive
equipment “on the basis of economic
and market condition.” Because of the
existence of competition, the users of
competitive equipment are guaranteed
a choice of suppliers, while competi-
tion also determines the market price.
By allowing the company to price its
terminal equipment, at or above
minimum levels, conditions should
maximize the contribution of compe-
titive service offerings to the overall
revenue requirements, and thus, is in
the best interest of the telephone
customers, by holding down the basic
telephone rates.

On June 7, 1977, the Commission
approved the first Mountain Bell tariff
implementing the use of DIMEN-
SION electronic switchboards. The
DIMENSION is the latest revolu-
tionary electronic switching system
expected to capture the business
market. With the approval of
DIMENSION tariffs, Arizona busi-
ness customers are now able to enjoy
this computer base, space age
telephone system.

Mountain Bell Fully-Allocated
Cost Study

On February 2, 1976 the Arizona
Corporation Commission ordcred
Mountain Bell to show cause why it
“should not be ordered to prepare and
submit a fully-allocated cost of service
study of its intrastate operations in the
State of Arizona”. Hearings were held
on May 10th, and I1th of 1976 at
which time Mountain Bell presented
testimony to discuss various types of
cost study principles. Upon conclusion
of these hearings, the matter was taken
under advisement by the Commission.

On April 12, 1976 Economics and
Technology, Inc. was retained by the
Commission to provide technical
assistance in connection with this
matter. During the intervening
months, Dr. Lee Selwyn has provided
analysis of the various cost study
methodologies now in use by
Mountain Bell for the purpose of
development of specific cost of service
studies.

Dr. Selwyn’s findings, conclusions
and recommendations are now before
the Commission and staff pending
further action.

Tucson Gas and Electric Company

Although Tucson Gas and Electric
Company did not have any major rate
proceeding during the 1976-1977 fiscal
year, the Commission did undertahke a
review of the company’s management
study made during the previous rate
proceeding.




Review of T.G.A& 1
VManagement Studh

1

In June, 1977 Jouche Ross was
contracted ro cndependently review
the orogress on implementation of
recommendations trom a manage-
mentaudit of T6G.& Foperformed by

heodore Bary &  Associates. The
fotbaw-up addrossed out the opportun-
ies uatlined in the original study that
bad been acted upon by T.G.& F.
Management and t» what extent the
colar benefrns which  had  been
cutined inothe oneinal report had
bee s realize |

Fuarther <tudy attempted to deter-
ryine what the estimated cost benefit
relationship ot the stady, including
consultaras” fees, other non-recurring

costs and considerations ofcontinuing
conds had reabized. Afso reviewed was
vt access (L& management
stoaid take te further improve its
crouantzatior and onerations

he evaluation process included the
ey of organizatoen, fuel manage-
mert work foree management, mater-
als management trunsportation, tax-
oorlanrang duta processing, and
Tnance ncluded inine planning areas
were, forecasting, wenerators  and
CAasmisson distrinution. and space
Stilization

vorder to proviae the Commission

Adh some approximate indication of

‘he cost benefi: ielationship in terms
Ob quantificable costs and savings, we
Rave assumad that all measurable
svigs were either a direet or indirect
restlt of the management audit. In
addition,  we o onaye dattempted  to
e the nererecarring and  re-
crnng costs duc o the study using the
compamys estimates snd our experi-
e and adgement

Ender the aboce scumption. it is
Cbmated that the company  has
rediced costs i veess of S million per
set o add vor 1t - estimated that
the company avorded ~ome 1S million
Chakbueaa cov primanly in fuel.
T Oost averdonee purtormance may

G ned regy Boiuture vears,

On the other hand, the additional
costs associated with the study is
estimated to be approximately
$400.000 in one-time costs and
perhaps as much as $500.000 in
recurring additional expense.

Generic Studies

As a part of an overall review of
existing conditions in the utilities
industry and with special attention to
future considerations and with those
considerations could be taken into
account at the present time and thus
applied to existing determinants, the
Commission undertook various
generic studies.

Peak Load Pricing

The incentive for experimental rate
designs. such as Peak Load and Time
of Day, was brought about by ever
increasing costs of energy and con-
struction costs for new generation
plants.

In essence. the purpose of both
Peak Load and Time of Day Pricing is
to accomplish the shifting of energy
usage from peak generation, which is
basically oil which is the highest
generation cost: to baseload genera-
tion, which normally is coal or nuclear
and is less costly.

At the present time, there are two
studies in progress by Arizona Public
Service Company and Tucson Gas &
Electric Company to determine usage
patterns of the various classes of
consumers. When these studies are
completed, an evaluation of the results
will be made in order to determine the
type of rate design which will
accomplish the desired results and
benefit both the consumer and the
electric companies.

Audits of Fuel
Adjustment Clauses

Completed in this fiscal year were
audits of the fuel adjustment clauses of
Arizona Public Service Company.
Tucson Gas & Electric Company and
Arizona Electric Power Cooperative,
Inc. Coopers and Lybrand Certified
Public Accountants, were retained to
audit the fuel escalation clauses of
Arizona Public Service Company and
Arizona Electric Power Cooperative,
Inc. Arthur Young & Company made
the audit of Tucson Gas & Electric
Company.

All three audits covered a period of
several years and entailed a complete
review of all escalations and de-
escalation of electric and gas prices
due to increases in cost of fuel or cost
of natural gas purchased for resale.
The audits revealed no significant
errors in the application of the
authorized clauses.

Generation Study

The Utilities Division instituted a
statewide generation study of the total
electric generation capacity within the
State. This included the portion of
hydro generation allocated to Arizona
from the Bureau of Reclamation.

The purpose of this study is to
determine if the generation is being
utilized efficiently and to explore the
possibility of a power grid that would
tie all generation together in order to
utilize the total generation to the
economic benefit of the consumer.

The Chief Engineer(Robert Bartol)
is a member of the Western Conf. r-
ence of Public Service Commissions
Electric Power Supply Staff Sub-
committee, which is composed of the
following western states: Washington,
Oregon, Idaho, California, Nevadu,
Montana, Wyoming, Utah, Colorado.
Arizona and New Mexico. At the
present time, the Subcommittee is
exploring the formation of a western
states power grid. In view of (i
difference in climatic conditions be-
tween the northern and southern
areas, it is considered this transmission
grid could provide considerable relict
to the consumers by diversity .
exchange.
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