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MISSION

To exercise exclusive state regulatory authority over public service corporations (public
utilities) in the public interest; to grant corporate status and maintain public records; to
ensure the integrity of the securities marketplace; and to foster the safe operation of railroads

and gas pipelines in Arizona.

ALTERNATIVE FORMAT NOTICE

This document is available in alternative formats by contacting the office of the Executive
Secretary, voice phone number 602/542-3931 or Cynthia Sandoval, voice phone number

602/542-0838.




FOREWORD

The Arizona Corporation Commission was created by Article XV of the Arizona
consttution in 1912, It is comprised of three commissioners elected by the people of
Arizona, each for a six-year term, with one commissioner elected every two years. In the

cventa vacancy occurs, an interim commissioner is appointed by the governor to serve until
henext general election.

This annuai report addresses the transactions and proceedings of the Arizona Corporation
~ommission during the period July 1, 1996 - June 30,1997. Asrequired by Arizona Revised
statutes, this report was transmitted to the Governor of the State of Arizona, the President of
he Senate and the Speaker of the House of Representatives.

‘or current updates on the Commission's activities, open meetings, hearings, job openings
ind oress releases, visit the agency internet website: www.cc.state.az.us

Additional copies may be acquired by contacting the Office of the Executive Secretary, 1200
Vest Washington, Phoenix, Arizona 85007,

Forward
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Jim Irvin
Commissioner-Chairman

Jim Irvin is a resident of Scottsdale and was elected to the
Commission in November 1996 for the term beginning
January 1997. He received a Bachelor of Science degree
from the University of Southern California and a Masters
of Business Administration from Loyola Marymount
University. He served in the private sector as President and
CEO of C.S.G. Security Service, Inc. until his election as
commissioner. He currently serves as the chairman of the
Commission. His current term runs through January 2003.

RenzD. Jennings
Commissioner

Renz Jennings, an Arizona native, was first elected to the
Commission in November 1984 for the term beginning
January 1985. Commissioner Jennings has a J.D. from the
ASU College of Law and served three terms in the Arizona
House of Representatives prior to his election to the
Commission. He chairs the Committee of the Energy
Resources and the Environment of the National
Association of Regulatory Utility Commissioners and is
past president of the Western Conference of Public Service
Commissioners. He is currently serving in his third term
on the Commission, which ends January 1999.

CarlJ. Kunasek
Commissioner

Carl J. Kunasek was elected commissioner in November
1994 for the term beginning January 1995. He received a
Bachelor of Science degree from Creighton University,
Omaha, Nebraska in 1955 and has been an Arizona resident
since 1961. He was appointed by President Bush and
confirmed by the U.S. Senate to be a Commissioner of the
Navajo and Hopi Relocation Commission from 1990 -
1994. He was a member of the Arizona State Senate from
1983 - 1989 where he served as President of the Senate
1987 - 1989. He also served in the Arizona House of
Representatives from 1972 - 1982. His current term runs



b LU TIVE SECRETARY
Jack Rose

lack Rose has served as executive secretary since June 1997. He holds a Bachelor of Arts
Jegree i political science from Yale University and a J. D. from Harvard Law School. Mr.
Rose served as an clected member of the Mohave County Board of Supervisors from 1985 to
1989 and chairman of the Budget, Finance, and Audit Subcommittee of the Maricopa
county Charter Committee in 1996. He has worked as a management consultant and as CEO

ind co-tounder of a small company, which developed, built and financed low-income
10U

Fhe executve secretary is the chief executive officer for the Arizona Corporation
~ommission. Heisresponsible for daily operations in all divisions and the development and

mplementation of commission policies. The executive secretary's powers and duties are
isted in A RS, §40-105.

[he executive secretary coordinates activities for each division, provides overall agency
naragement and planning, coordinates public and media information and serves as inter-
1overnmental liaison for the Corporation Commission.

Executive Secretary



Administration

ADMINISTRATION DIVISION

Stuart Brackney
Director/Deputy Executive Secretary

*hssion: To provide the executive leadership and decision-making authority for the timely
resolution of matters coming before the Commission; to plan, coordinate and direct the
administrative and fiscal activities necessary to support the commissioners and all the

divisions of the Commission.

T'he Administration Division is composed
of the three elected commissioners and
their staffs, the executive secretary's office
and the administrative functions which
provide the fiscal and administrative
service necessary to support all divisions
of the Corporation Commission. The
division director oversees the
administrative and fiscal functions and
also serves as the Deputy Executive
Secretary, performing the duties of the
xecutive Secretary during the
incumbent's temporary absences.

I'he executive secretary's staff performs
many administrative functions in
conjunction with the division. These
mclude: preparation of the open meeting
agendas and keeping records of all
proceedings of the Commission,
coordination of civic activities, and
projects of benefit to the Commission.

SES MEETING AND OTHER

PO T EDINGS

'he Commission meets in five types of
forums. In all instances the activities of
the Commission are controlled by the
Arizona Open Meeting Law, the
L ommission's ex-parte rule on
inauthorized communications, and the
Ar1izona Administrative Procedures Act.

the Commission conducts formal
licarings on contested matters such as rate
requests, complaints, and securities

violations. Evidence is collected at hearing,
but no vote is taken. All decisions of the
Commission are made in open meetings.
Open meetings are conducted after the agenda
of the meeting has been made available to the
public. In some limited instances, such as
legal matters and personnel matters, the
Commission may meet in executive session.
Hearings, open meetings, and executive
sessions, while administrative in nature, are
very formal in process. The Commission
usually meets prior to its regular open
meetings in a more informal special open
meeting, referred to as a working session. In
these publicly noticed meetings, the
Commission conducts discussion on the
matters to be considered at the regular open
meeting. Comments may be received from
the public, interested parties, and the staff of
the Commission. The Commission also
conducts workshops where issues are
discussed. No votes are taken or decisions
made at either the working session or
workshops. The number of meetings of these
various types are shown in the Hearing
Division's section of this annual report.

LEGISLATIVE ACTIVITIES

The Arizona Legislature enacts new laws
every year which impact the Commission and
the people the agency serves. Laws which
affect regulated entities, consumers of
regulated services, and corporate Arizona
must be monitored and, in some cases,
implemented by the Commission. Because of
the Commission's broad ranging authority, the



vainistratiion Dnosion coordinates all of
e Commission's egislative activities in
nrounctror weth ecach division.
Addionallv, the agency's budget is set by
hesaistature 2ach vear
: S
Ctissior emplevees have often been
ccogmized for therr personal efforts and
sontmbutions to fulnll civic needs. During
S 996470 the commissioners and
Sreapioves s

L oninbuted $.640 10 the State Employees
© cwntabie Campaign which  supports
Crated s Way agercies. national health
agencies.nternational service agencies and
il von-affiliated avencies.

Porated  menty-cre pmts of blood in
specialiy arranged blood drives held at the
Comnussion's tacilites. Donated 15 cases
¢t canned food 1o help brighten the
{ Bristmas of needy tumilies in the valley.

bails supporiec and actively participated in
¢ ronmental smprovement activities such
as the "Clean Alr Foree" (car pools, Don't
Dreve One-m-Five Campaign and bus
ndershipy, ano recucling of paper and
B

Fac Commssion's stfirmative action plan
was updated  The plan transmitted to the
Lovernors Office o Affirmative Actions,
Jdemonstrazes that the Commission met
overall parity goals.

The Commission continued to fund a
"Twren Assistanc.” program  for its
emolovees  The objeetives of the program
imciuvde improve job capability,
pertormance and morale; encourage
persenal growth and  development; and
provide a source ot gualified personnel for
VAN 2MENt A8 vacancies oceur.

Fhe Basmess Office s responsible for
ovadimg olboaccounting, payroll,
wrchasmg and personnel support for the
-oranission as well as budget preparation.
AT ot budget preparation is overseen by
Ao business officor manager.  The

Commission's budget is developed and
submitted by the Administration Division
director in coordination with the executive
secretary and the directors of the other
divisions of the Commission.  Fiscal
information related to the budget and
expenditures is included in Appendix A.

The Business Office is also the
Commission's main point of contact with
other state agencies involving business
activities. The office works closely with
such state entities as the State Treasurer,
General Accounting Office, State Human
Resources and the State Procurement
Office. During FY 1996-97, the Business
Oftice received and processed $27,590,300
in revenue to the State Treasurer, of which
$17,027,000 was deposited in the state's
General Fund. The general fund receipts of
the Corporation Commission were among
the highest of all state agencies. In addition
to revenue deposits, the business office
issued 425 purchased orders; 3,097 claims;
received and entered into inventory 376
items; and serviced 275 employees through
personnel actions and payroll transactions.

Administration



Hearing

HEARING DIVISION

Jerry Rudibaugh
Chief Hearing Officer

“hission: To conduct hearings/arbitrations, analyze the evidence and draft recommended
decisions for the commissioners' consideration and approval.

The Hearing Division exercises the
Commission's authority to hold public
hearings/arbitrations on matters involving
the regulation of public service
corporations, the sale of securities and the
registration of non-municipal corporations.
Under the direction of the presiding hearing
officer, proceedings are conducted on a
formal basis through the taking of direct
testimony, the cross-examination of
witnesses, the admission of documentary
and other physical evidence, and the
submission of oral arguments or post-
hearing briefs.

bvidentiary and procedural rulings are made
by the presiding hearing officer from the
bench. Rate applications are processed
under the procedural schedule established
by the hearing officers, in order to ensure
that proposed Opinion and Orders are issued
in a timely manner within the framework of
the Commission's "timeclock" rules.

During FY 1996-97, the six hearing officers
m the division conducted 207 public
nearings/arbitrations, encompassing a total
of 232 days. A summary of
hearings/arbitrations follows.

PUBLIC HEARINGS CONDUCTED
FOR FISCAL YEAR 1996-97

TYPE OF HEARING NO.
Rate Case ....cccovvenieiiicecicece 26
Transfers/Sales.........ccooooviiiiiiiiin 13
Certificates of Convenience

and NecesSIty.....ccoovveveerieeieereeeeeereenn. 25
Orders to Show Cause

and Complaints ...............cccocoooevninnn 20
FINancing ........coccoveeevevieeiieiics e 5
Rules (new and amended)......................... 2
Adjudications.........ccoceeeeerieeiiicrieeeene 0
Deletions......cccoeveeveniniiecieeiieeeceeeeee l
Securities Division ............c.cccoeeeueenne... 18
Railroad/Safety Group .......cc..coooeuveunnnn. 15
Tariff ..o .1
Pre-Hearing Conference.........................] 30
PublicComments.............ccoceeveeeveineenn.. 9
CC&N EXtensions........cccccueeevvveeeenennn. 15
Miscellaneous (oral arguments,

motions to compel, etc.) .....ccccevverrennni... S
Arbitration .........coeiiieeiiiennieiiennnn. 22
TOTAL....ccovvicrrannen. creessneessaesaninns w207

Based upon the record evidence presented at
public hearings, or filings made in non-
hearing matters, the presiding hearing
officer prepares a recommended order



Wit b~y ferin the pertinent  facts,
discusses applicanle faw, and proposes a
resolution of the case tor the commissioners'
“ensideration  The + ommission regularly
10ids oven meetings to deliberate and vote
ipois the recommended orders.  During the
U969 the Hearg Division prepared
viotai of 237 recommended orders, 153 for
ases volving a hearing and 84 for non-
warmy matters. nunnly  expedited  rate
PP rons or smail water companies,

cperated pa telephones, and
e miral ATA cesellors

recunow tre pendeney of cases before
he Comnussion. the presiding hearing
e mae assue procedural orders to
o he preparatior and conduct of the
wooecdmes neledimg: discovery,
ntercernor e hearsny date, filing dates,
bl netiee. and miotions. During FY
Sutoo T e Hearmy Division issued 478

et

e

acsinon twooas revular workload, the
Aearns Drvreron conducted  arbitrations
SN te Y e Federal
clecommunications ¢t The arbitrations
DRCsTnAd aniercon cotion agreements

between the incumbent local exchange
carrter, U S West, and other
telecommunication companies that wished
to provide local exchange service. The
arbitrators also conducted proceedings to set
costs, to establish quality of service
standards, and to review electronic
interfaces. These arbitrations implemented
new federal legislation and involved very
complex, technical issues.

As to FY 97-98, the Hearing Division
anticipates continuation in the workload
related to arbitrations. At the same time, the
Hearing Division anticipates an increase in
the workload related to electric
restructuring. Further, workload increases
in the areas of securities (major rule
changes) are anticipated as well as increases
in the number of small to medium-sized
water company rate cases and financing
applications.

Hearing
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C ORPORATIONS DIVISION

Joanne MacDonnell
Director

s To grant corporate or limited liability company status to companies organizing
under the laws of Arizona; to issue licenses to foreign corporations and limited liability
companies who propose doing business in this state; and to maintain their files for benefit of

public record and service of process.

The Corporations Division approves for
niling all articles of incorporation for
Arizona businesses; all articles of
organization for limited liability companies;
grants authority to foreign corporations to
transact business in this state; propounds
interrogatories when necessary to
determine a company's lawful purpose; and
revokes the corporate charters of those
corporations which choose to not comply
with Arizona law. The division collects
from every corporation an annual report
which reflects its current status, business,
and depending upon certain criteria,
financial condition; maintains this
mformation in a format conducive to public
dvcess; responds to public questions
concerning Arizona businesses and
corporation law; and responds to the needs
ot the business sector by disseminating
A hatever mformation is mission.critical to
them o the most expedient and cost
cTfective manner possible.

vio significant changes to Articles of
ncorporation or Articles of Organization
or himited liability companies in the form of
imendments, mergers, consolidations, dis-
olutions or withdrawals are also filed with
e division. Al filings are public record
¢ available for inspection. Copies of doc-
Aments may be secured for anominal fee.

v Corporations  Division has  limited
‘myvestigatory powers and no regulatory
suthority.  However, the articles of
mcorporation of an Arizona corporation

may be revoked or administratively
dissolved if certain statutory requirements
are not met. Likewise, the authority of a
foreign (non-Arizona) corporation to do
business in Arizona may be revoked.

The Corporations Division is comprised of
six sections, with each Section designed to
perform specific functions. The division
also provides staffing in the Tucson Office
of the Corporation Commission for service
to the residents of Southern Arizona.

CORPORATE FILINGS SECTION

The Corporate Filings Section approves and
processes all filings directly related to
Articles of Incorporation and Organization.
The section determines availability of
corporate/LLC names, processes
applications filed by foreign corporations
seeking authority to transact business in
Arizona. As of June 30, 1997, there were a
total of 168,237 corporations and limited
liability companies transacting business in
the State of Arizona.

This section works in conjunction with the
Departments of Real Estate, Insurance,
Banking and the Registrar of Contractors to
ensure consistency between agencies
relative to filing requirements. It also works
closely with the office of the Secretary of
State. Laws pertaining to corporate and
limited liability company names are similar
to those governing trade names, which are
administered by the Secretary of State.



e rumbe: of dovuments processed by the
Lornorate Fihings Section during FY 1996-
GTROTE By folleas

fotestic Articles o incorporation.. 13,260
Forergn applications for Authority ....3,571

Amendmems L 6.150
Eomestcand »oreten Mergers ... 895
LomesncLLCs 6,644
voreran Appheationstor LLC's..... 451

: ; SRR EAY

[1¢ Annual Reports Section is responsible
ter nrocessing all annual reports filed by
-0rperations  transacting  business in
Arizona. The reports are checked to ensure
all statutory requirements have been met.
Dunmg BY 1996-G7 this section processed
ener @S 000 Annual Reports.

Fhe Annuar Reports Section is further
responsible for recording statutory agent
changes and anv changes to general
corposate mformation which occur during
the vear. Additionally, this section is
responsibie for carrving out the provisions
of A RS $10-1420 & 10-1530 relating to
the administrative dissolution of a domestic
corporaien o1 revocation of a foreign
corporation's authority to transact business
pr Anzona for jarlure to meet filing
requirements. This action is taken after due
process including the issuance of a notice of
dennguency sixty davs prior to revocation.

CRT NS DN T

The Records Section 1s responsible for
maimntanmg  al! corporation and limited
labiiity company documents filed with the
Commussion. and certities copies of any and
all corporate and limited liability company
documents on file for introduction into court
and orivate business transactions. All
corporate files are public record.
Micrefilmed files may be viewed by the
public at the customer service counter.
Hard copies of documents can be purchased
atamirimal cost per page.

Phis section also provides a telephone
mfermation service for public inquiries
regarding corporate status and general
mfermation.  The recorded number of
corpotate status calls during FY 1996-97

exceeded 500,000. An incoming WATS line
is available to provide toll free service to
Arizona residents living outside the
metropolitan Phoenix and Tucson areas.

The Corporation Commission acts as agent
for Arizona corporations and limited
liability companies whenever cither entity
does not maintain a statutory agent or when
the agent cannot be located. In these
instances, services of process directed to the
Commission are accepted and processed by
the Records Section.

STARPAS OPERATION

The State of Arizona Public Access System
(STARPAS) project was mandated in FY
1992-93 by A.R.S. 10129.01 and
101085.01. STARPAS provides online
public access to corporate records on file
with the Commission. The STARPAS
project was completed in FY 1994-95, and
serves 285 private sector customers, 60
government agencies and over 60
commission staff members. The STARPAS
operations section is responsible for the
management and enhancement of this
system, and a similar system, which
supports the Secretary of State's office, as
well as all computer related issues for the
corporations, administration and legal
divisions.

Corporations
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SECURITIES DIVISION

Dee Riddell Harris
Director

Mission: To ensure the integrity of the securities marketplace though investigative actions
as well as the registration and/or oversight of securities, securities dealers and brokers,
investment advisers and their representatives; to enhance legitimate capital formation; and

to minimize the unnecessary burden and ex

business.

The division reviews prospective offerings
of securities to ascertain that full and fair
disclosure is made to potential securities
investors and that the terms of offerings are
not inherently fraudulent.  Securities
dealers and salespersons are required to
register, and investment advisers and
ivestment adviser representatives are
required to license with the division. The
division reviews these applications and
monitors the conduct of investment advisers
and nvestment adviser representatives,
dealers and salespersons; investigates
possible violations; where the evidence
warrants, brings administrative, civil or
criminal enforcement actions; and conducts
programs to educate investors to protect
themselves. The division consists of five
sections: Corporation Finance, Trading and
Markets, Office of the General Counsel,
F:nforcement and Financial Analysis.

t £IRPORATION FINANCE SECTION
Corporation Finance is involved in the
review of applications for registration of
securities under the Arizona Securities Act.
The section also reviews applications for
exemption from the registration provisions
of the Act.  The section participates in the
carly stages of the capital formation process
through its pre-filing conferences with
nsuers.  The division makes its staff
available to issuers through pre-filing
conferences in which a potential issuer
meets with members of the staff to discuss

pense of regulatory compliance on legitimate

applications to register securities. The time
a filing spends in the review process is
significantly reduced by this program.
Section staff participated in 11 pre-filing
conferences last year.

The Corporate Finance Section processed
11,395 applications for securities
registration, 1,563 filings for various
exemptions from registration and 1,736
name change requests during FY 1996-97.

The division participated in a national
committee which developed and
implemented a system for coordinating the
registration of corporate securities between
all but four states which register securities.
Arizona is the coordinating state in the
system which effects substantial cost
savings for small companies going public.

ENFORCEMENT SECTION

The division's enforcement section
maintains an active program in order to
ensure integrity in the marketplace and to
preserve the investment capital formation
process, rather than permitting capital to be
lost to swindles or deceptive practices.

The Arizona Corporation Commission is
granted the authority to issue an Order to
Cease and Desist, apply to the Superior
Court of Maricopa County for an injunction,
transmit evidence to the Attorney General
who may petition the Superior Court of
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Starioopa Counts for the appointment of a
Cotoovator or recerver, and  transmit
coideree o the Attorney General who may
Gicctiy anstituie or 2ause to be instituted,
croverai proveedinze . During FY 1996-97,
twe section mmated 44 ivestigations and
Bad o rotar ¢ x| cases under investigation.
tomeotuted 13 adnvenistrative proceedings
end mansmrted evudence to the Attorney
Ceneral whieh resulted i 4 civil cases
peoctomg 44 defendants and 8 criminal
Cieosomvoving Ho o defendants. . The
Sccurtes Ihivision makes a substantial
commtment oo ases once litigation is
commenced s s estigators and certified
oo accountants Focome essential factors
othe hgettor e oterms of marshaling
wiresses and proviing expert testimony.
B¢ ouse o therr fanharity with the facts in
Caocaee Ry hove mnestigated, the division
oy are appomted Special Assistant
viterreys aeneral to assist during litigation.
o oona of D3 sabpecnas were issued and 70
Custranatoms undes oath were taken during

oo o ks b ESSECTION
~outien ~ cesponsible for the
simstratior ot he registration and
Lovnemg orovistors of the Securities Act
s dneestment Management Act. Staff
crvdiars oresiie cvimimations of dealers

v mostinor o advisers to ensure

v vanoe ot these Acts. The
pordtien Corms ssion s authorized to
cisperd. oo covoke o registration or

tooarsest lmes and to order
ccboen Durag Y 1996-97 the section
Srecoeset 0 NS desier and 78,333 agent
eestbons dgrans FY O 1996-97) the

s miaies 5 cvestigations and had a
Pt are ocder mvestigation. It
cetnoed 20 semeastrative  proceedings
di irontried svoence o the Attorney

el war o resciiad 3 eriminal cases

comg 6 deioriiants A total of 36

sobpoenas woere ssiecd and 22 examinations
U At were ek during the year.

et i s A SEINSSECTION
PP oumoa Anady s Section is staffed by
i pubie accountants (CPA) who
oo Thanenr aalvsis and  forensic

accounting support to the other four
sections. The accounting staft is called
upon to review financial statements
submitted by applicants for registration of
securities or as dealers. The CPAs also play
an integral role in developing cases for trial.
Such cases, to a large degree, involve the
findings, conclusions and expert testimony
that the CPAs provide as a result of their
forensic accounting efforts.

OFFICE OF GENERAL COUNSEL

The responsibilities of the Office of General
Counsel include: the No-Action
(interpretive) letter program, administrative
rule making, supervision of the duty officers
responding to inquiries from the public,
drafting legislation and providing assistance
to other sections as requested by the director
or assistant director.  Additionally, the
general counsel staff works with the
business and financial communities on
capital formation issues.

ADMINISTRATIVE MATTERS:

The division's investor education program
consists of a year-round speakers bureau for
civic and consumer groups, distribution of
investor education brochures, bulletins and
videos, and on-going dissemination of
investor information to local regional and
national media to reach our primary
audience, the individual investor. These
efforts strive to equip Arizonans to make
informed investment decisions and to
protect themselves from falling prey to
investment scams perpetuated by dishonest
con men. In addition, the division's public
reference room is open to the general public
and provides extensive electronic
information on public companies which
have Arizona securities holders.

NEW LAWS RELATING TO
SECURITIES

SB 1097

The legislation addressed the capital
formation needs of small companies going
public by: (1) providing the commission
with the authority to expand various
exemptions from securities registration (2)
permitting issuers to test market their
potential securities offerings prior to

Securities
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Securities

incurring the expenses associated with the
preparation of a prospectus (3) allowing the
commission to establish investor suitability
standards in lieu of meeting merit review
standards for public offerings (4) allowing
issuers of securities to make electronic
filings with the division (5) authorizing
exemption from the dealer registration and
investment adviser licensure requirements
for "Angel Networks"; which are groups of
wealthy individuals who are willing to
invest in small businesses, and (6) allowing
for Coordinated Equity Review ("CER")
participation by Arizona. CER, employs a
uniform set of standards for reviewing
applications for registration of corporate
offerings.  States participating in the
program would submit their comments to a
lead state, which will produce one comment
letter on behalf of all participating states.

The legislation also makes Arizona law
consistent with the National Securities
Markets Improvement Act (NSMIA),
signed into law at the federal level on
October 11, 1996. Most importantly, the
Arizona Securities Act now provides for
notice filings for mutual funds in lieu of the
application of the full registration
requirements. Finally, the legislation gives
the commission the authority to apply to
federal court for injunctions and orders.
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HILITIES DIVISION

Carl Dabelstein
Director

1o provide the Commission well researched and sound regulatory policy, and rate
ceommendanions through a focused analysis on the benefits and impacts on all stakeholders,
wsistentwith the public interest, in an evolving marketplace.

Corbinies
pitalyens

Carorations providimg utility service within
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financial records and
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detinedin Article XV of

voonnt Constarution and Section 40-
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“nose turmishing gas, oil,
st fuel or power; water

stection. or other public
ansmittmg messages or
clephone service.

csponsibility of  the
wevide both leadership
{onmmissioners in the

ort te achieve a
et mdustry.

« 1 thnes Division's
~ rate review and
asonable return on fair
sCrVICe  corporations.

-+ 15 requires that all

public service corporations obtain
commission approval before establishing or
changing any rate, fare, toll, rental charge,
classification, contract, practice, rule or
regulation. With the exception of small
public service corporations with gross
operating revenues derived from intrastate
operations of less than $250,000, all such
authority granted must be determined in a
public hearing before the Commission.
Regardless of the dollar amount of gross
operating revenue, all rate changes require
approval of the Commission in an open
meeting. Staff preparation for a major rate
hearing begins at the time of the utility's
initial filing, and takes approximately four
to six months before the hearing takes place.
Work efforts between the time of filing and a
hearing include a review of past commission
actions, a review of documents on file with
the Commission, an audit of the books and
records of the utility, discussions with utility
personnel and other interested parties,
formulation of staff recommendation, and
an analysis of the impacts of the
recommendation and preparation of written
testimony and schedules.

The Utilities Division consists of six
sections through which the staff performs its
responsibilities: Accounting and Rates,
Economics and Research, Engineering,
Safety, Consumer Services and
Administrative Services.

Utilities
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Utilities

1ot

ACCOUNTING AND RATES
SECTION

The staff of the Accounting and Rates
Section provided recommendations to the
Commission regarding public utility
applications for approval of rates, tariffs,
1issuance of debt and equity, mergers,
transfers of assets, purchased power and gas
adjuster revisions, special accounting
requests and Certificates of Convenience
and Necessity.  The section provided
recommendations on the various
applications only after considering the
impact of the recommendation on
ratepayers, utility owners, the long-run
financial integrity of the utility, the
economic conditions present in the service
territory, and the quality, reliability and
safety of the utility's service.

Section members provided expert
testimony concerning the reasonable level
of rates. cost of capital, rate design and other
issues. Additionally, the section members
interacted with outside expert consultants
who supplement their work. The section
tully participated in the Citizens Utilities
Company water, wastewater, electric and
gas division rate cases by providing rate
design and cost of capital testimony.
Section members similarly participated in
the Southwest Gas Company rate case, the
Tucson Electric Power Company debt
restructuring and holding company docket
and the ongoing Arizona Telephone
(ompany and Southwestern Telephone
Company rate cases. Several members of
the section participated to varying degrees
in workshops related to electric
restructuring.

Because water utilities comprise over 80
percent of the utilities regulated by the
Commussion, much of this Section's focus
was on the special needs of the water
industry in Arizona. During this fiscal year
a Small Water Assistance Team (SWAT),
ted by Accounting and Rates Section staff,
neld workshops in ten cities and towns
icross the state.  These workshops, held in
zooperation with the Arizona Department of
tnvironmental Quality, and the Arizona
Department of Water Resources, served to
mform Arizona's water utilities about state

and federal regulations and to assist the
utilities in their compliance efforts.

Other Section members worked closely
with the Water Infrastructure Finance
Authority (WIFA) to coordinate efforts to
provide water companies with debt funds to
be used to improve service to the customers
and meet safe drinking water standards.
Section members also worked with WIFA to
formulate loan qualification criteria.
Participation in these special projects was
accomplished while performing the more
traditional roles of auditors and analysts of
water company rate cases.

In the next fiscal year the section expects to
process many applications for approval of
WIFA loans. Also, section staff will be
prepared to respond to applications
resulting from new legislation which allows
water utilities to pass-through certain
expenses directly to customers.

ECONOMICS AND RESEARCH
SECTION

The Economics and Research Section
analyzes economic and policy issues
pertaining to the Commission's regulation
of investor-owned utilities and rural electric
cooperatives. The section also analyzes and
implements telecommunications policies
adopted by the Commission. The staffuses
a variety of computer models, quantitative
techniques, and qualitative methods in its
evaluations and research.
Recommendations are presented to the
commissioners through staff reports, sworn
testimony, memos, and recommended
orders.

The section held a two-day workshop on
Integrated Resource Planning (IRP) in
September 1996 and then issued its staff
report, The Electric Industry in Arizona,
later that fall as part of the three-year IRP
cycle. The Section then began organizing a
task force to address modifications to the
resource planning rules, in light of
impending electric retail competition and
other changes in the industry.

Also, during FY 1996-97, the Economics
and Research Section continued its



mvesigation mto the itroduction of retail
competition i the electric industry. The
section led in the development, drafting, and
retinemen of the draft Retail Electric
Competition Rule  The staff participated in
ail pubhe comment hearings on the rule, as
well o5 1 public information seminars
sponsered by outside organizations.

[he bconomics and Research Section
participared in meetings of five of the
warking groups established in the Retail
Elecrie Competiion Rule.  The section
provided leadership i three of the working
arcups (Rehability and Safety; Customer
Selection: and Stranded Costs) as well as in
ane koy subcommitice of the Unbundled
Servicss and Standard  Offer Working
L

Enorey conservabon activities were carried
vul by clectrie and gas utilities over the year
and e kEconomics and Research Section
eviewed program proposals and monitored
DTUCINY conservaticn programs.  Major
angeng conservation programs that were
eveewed mceinded  efficient  lighting,
crfcent motors, ethicient chillers, shade
e energy  etfticient new homes,
res der tiad retrofir measurers and education

sttt nembers v the Economics  and
Rescaren sestion continued to  monitor
renvwabie enerzy puans and activities of
Areona electre utifines and participated in
A e a0 severa nadustry organizations,
it hing tae sonih o West Regional
Fransaissiorn Assocration (SWRTA), the
viosona Photovetaies for Utilities
Cooperatise, and Desert STAR (Southwest
s yssston and Reliabibity Operator).

Wi e mereduction o greater competition
b tefecommurnications market, the
Feonomies and Research Section reviewed
atwl providec  recornmendations on  ten
aprications o previde  facilities-based
competinive local exchange service and five
apobications o preade local  exchange
servive as areselier. i addition, the section
evoewed ane previded recommendations
© vn oveluntarily negotiated
Moreoanection anc resale  agreements

between competitive local exchange
companies and incumbent local exchange
companies.  Additionally, ‘the section
participated in the implementation of
telecommunications rules regarding
universal service and interconnections
among telephone companies.

The Economics and Research Section
received and processed applications for
over two hundred long distance resellers. A
total of 47 long-distance resellers were
certificated during FY 1996-97 and 92 staff
reports were generated. Staff developed
new forms and procedures for a new
category of reseller called Local Exchange
Resellers.

The Section prepared analysis and
recommendations on approximately 90
tariffs, special contracts and requests for
Certificates of Convenience and Necessity
submitted by telecommunications, electric
and natural gas utilities.

SAFETY SECTION

The safety section consists of two groups:
Pipeline Safety and Railroad Safety. The
Pipeline Safety Group enforces the Arizona
Underground Facilities Law, and oversees
the construction, operation and
maintenance of all intrastate and interstate
natural gas, other gases, liquefied natural
gas, and hazardous liquid pipeline facilities
operating within the State of Arizona. The
Railroad Safety Group oversees the
operation and maintenance of all railroad
operations, track maintenance and
railroad/street at-grade crossings.

PIPELINE SAFETY GROUP

The Pipeline Safety Group operates its main
office in Phoenix. The group also staffs
offices in Tucson and Prescott.

The Pipeline Safety Group enforces
pipeline safety standards and operating
practices applicable to the transportation of
gas and hazardous liquids by pipeline and
for the operation of two liquefied natural gas
facilities. Inspections are conducted on all
interstate gas transmission and interstate
hazardous liquid pipeline facilities.
Inspections and operations audits are
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conducted on all intrastate natural gas
transmission/distribution pipelines,

interstate hazardous liquid pipelines and -

master meter gas systems operations, such
as apartments, mobile home parks, schools
and other gas distribution systems at the
point beyond the gas company meter. The
Pipeline Safety Group also enforces the
Arizona Underground Facilities, or "Blue
Stake" Law.

As a result of these responsibilities, the
Pipeline Safety Group monitors the
activities of three interstate natural gas
transmission pipelines, two liquefied
natural gas facilities three interstate
hazardous liquid pipelines, fourteen major
intrastate gas pipeline operations, eleven
intrastate gas transmission pipelines, four
intrastate hazardous liquid pipelines, and
1,201 master meter natural gas operations.

During FY 1996-97, the Pipeline Safety
Group inspected twelve major intrastate gas
pipeline operators, three interstate gas
transmission operators, four intrastate
hazardous liquid pipeline operators, three
interstate hazardous liquid pipeline
operations. The Pipeline Safety Group
completed 980 comprehensive inspections,
238 specialized inspections, 758 follow up
inspections and 197 construction
inspections of master meter, natural gas
distribution systems.

Also during FY 1996-97, the Pipeline
Safety Group investigated 115 reported
violations of the Underground Facilities
Law, 48 notices of violations were issued
and $14,000 in fines were collected. Staff
also received 403 notices of incidents from
pipeline operators, and pipeline operators
shut off gas service to 68 master meter gas
systems requiring repair.

The Pipeline Safety Group provided 13
training workshops during the year for
operators of master meter gas systems, and
assisted master meter operator personnel by
making available to them pipe location and
leak detection equipment. During FY 1996-
97, the group also conducted 24 Blue Stake
training classes.

The Pipeline Safety Group and the U. S.
Department of Transportation,
Transportation Safety Institute, presented a
pipeline safety-training seminar for pipeline
operators.

RAILROAD SAFETY GROUP

The Railroad Safety Section enforces
signal, track, freight car, motive power
equipment, railroad operating practices,
hazardous material shipments by rail and
other railroad safety standards of the
Federal Railroad Administration (FRA).
The Railroad Safety Group is also
responsible for inspection and review of
industrial track, rail-highway crossings and
new railroad construction projects. In
addition to its main office in Phoenix, two
railroad safety inspectors are located in the
Tucson office. They provide the
Commission and the citizens of southern
Arizona with quick response to any rail
incident, as well as direct contact for more
routine matters.

During FY 1996-97, The group's inspectors
inspected 1,657 miles of track, 4,644 freight
cars, 239 locomotives, 927 crossings and 39
industrial track facilities. They also made
247 operating practices inspections and 788
inspections of manufacturers that ship and
receive hazardous materials by rail. The
group investigated 105 railroad accidents
and 53 complaints received from other
governmental agencies, railroad employees
and the public.

The Commission administers the state's
share of monies dedicated to improving rail
highway crossing safety devices. Since the
inception of this federal/state program in
July 1977, about $32,549,400 in federal
funds and $2,799,583 in state funds have
been spent or encumbered to improve safety
warning devices on public rail-highway
crossings throughout the state.
Commission staff, with the Federal
Highway Administration and the Arizona
Department of Transportation, conducts an
annual review of certain public rail-
highway crossings throughout the state and
prepares a list of crossings to be considered
for improvement using federal and state
funds. From the list, the Commission



panishes an array of 15 - 20 of those
Jrossimgs The array s then submitted to the
Jiies towns, and-or counties to make
appheations for tunding.
W groun 1s also very active in the National
Jperatiorn Lifesaver Program, a public
iadrenoss program  that promotes
ratl ughway crossing and trespasser safety.
¢ t'omnussion’s award winning video,
Oiperation iitesaver”. is widely used in the
Arrzona High School Driver Education and
Drnver Survival Programs, as well as other
Stver safety pregrams,  throughout the
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Fhe Adminisrans e Services Section
provides general administrative and clerical
sdpport 1o alt seenons in the  Utilities
A vsion Daring the winter and spring of
“47 the Admimistrative Services Section
provovded supporr tor the successful
nrolemertainon oo computer upgrades,
mstadiation of new software, development
ciocomputer traming and conversion of
Coetire Jdatanases  hdministrative support
¢ 't provade the foliowing services: design
¢ae mamtian datsbases. design and
cuiniten computerized  filing  systems,
povae esearch, Jhistribute mail  and
eermally generated documents, copying
s Bding ot @l Jhivision testimony and
fesrr o The Adaumistrative Services
sl s esponsitic for the administration
Colv assessmens program trom which the
faties onvision sad Legal Division's

St e provided The Administrative
e cenoew a2ehon afs maintains tariffs and
St Ttanas foe ad regulated utilities, the
Prosion Cemolanc Program and  the

et gy

S hvisken v sees the following

Poosianed et Pelimes 5
rcboeperat e 11
oetien 7
POUDEMRCIL TS mpames 700
Waner Daives Comipan oy 346
Sea il smpar e e, 33
v onCommares 1

COMPLIANCE AND OTHER ITEMS
Through a computerized database designed
and established by the Administrative
Services Section, Staff monitored 685
compliance items and generated 342
compliance documents.

Other items processed by the
Administrative Services Section during FY
1996 include:

Staff REPOTts ......covvevereiiieiiieeeee 224
TeStimony ........oooeveveveioiceceeeseeeee 15
OpenMeeting Items................coovveereean.. 370
Central FileItems ..........occcoovovuvervene, 1,142
LIBRARY

The Administrative Services Section also
maintains a multi-media library used by
Commission employees and the public,
containing research materials which include
legal, technical and reference publications,
as well as federal and state documents, with
special emphasis on utility-related issues.
In addition, the library has videotapes on
telecommunications, computer programs
and self-improvement courses. Over
30,000 periodicals and resource materials
have been catalogued.

DOCKET CONTROL CENTER

In FY 1980-81, the Commission requested
and obtained legislative approval to
establish a docket control function to ensure
the integrity and security of the official
commission record. The Docket Control
Center was officially established in 1981,
operating under the Office of the Executive
Secretary. In July 1990, the responsibilities
of the Docket Control Center were
transferred to the Utilities Division.

The Docket Control Center maintains the
official records for the utilities and
securities divisions of the Corporation
Commission.  In this regard, Docket

Control's functions are similar to a court.

clerk's office. The Docket Control Center
also assists the public and staff in retrieving
the files and transcripts of cases for use in
research. Effective October 1, 1997, a new
computerized case management system for
processing all dockets was designed and
implemented by Staff. Major activities

Utilities

17



Utilities

1&

accomplished during FY 1996 include the
following:

Hearing Notices Processed.......................... 340
New Applications for Hearings Processed
Utilities

Responses to Inquiries/Research
ASSISTANCE .......ovieviiiieierc e

Open Meeting Items Processed
Opinion and Orders Mailed.........................
Transcripts Logged & Microfilmed

Utilities

Other Dockets Prepared for Microfilming ...446
Case Management System

Maintenance T TSP VTN 34,204
Daily Updates of Pending
Matters Report .......ccocovvevviceiiiiecee. 23,128



LEGAL DIVISION

Lindy Funkhouser
Chief Legal Counsel

¢ To provide professional, high-quality legal representation to the Corporation
Commissionn the performance of all of its powers and duties, except for matters pertaining

t-the activities of the Securities Division.

e Legal Diviston represents the
¢ ommussion in all matters relating to public
utlity regulation and in other areas not
associated with the Securities Division.
Securinies-related legal cases are litigated by
the Attorney General's Office.  Matters
tlandled by the Legal Division fall into five
gereral categories:  Commission dockets,
federal regulatory dockets, litigation, other
¢dramistrative matters, and special projects.

A brief description of the matters handled,
tv category, 1s listed below, followed by
~ome of the more important proceedings in
which the Legal Division participated
curng FY 1996-97

CEMEENSRO b et KE TS

Uniaty companies throughout the state apply
v the Commussion for approval before
vnaertaking certamn activities such as the
rroviston of service to the public, the
ryodification of service territory or the
implementation of rate increases. The
conumission 1s also authorized to exercise
continual review over the operations of
public service corporations and to act when
neeewsarv to further the public interest.

Lz2ui Dhivision representation in these
matters is varied and includes representing
-he Uulimes Division position, advising the
comnussioners or iegal issues, advising the
onsumer  Services Section on both
docketed and undocketed matters involving
sonsumer complants, and advising the

commissioners on action that may need to
be taken as aresult of possible violation of
the rules and regulations governing certain
public service corporations.

FEDERAL DOCKETS

The Legal Division represents the
Corporation Commission before various
federal agencies that have interstate or
concurrent regulatory authority in the
following areas: electric, gas, nuclear
energy, railroads, pipelines and
telecommunications.  These agencies
include the Federal Communications
Commission ("FCC"), the Federal Energy
Regulatory Commission ("FERC"), the
Nuclear Regulatory Commission ("NRC"),
the Department of Transportation - Office of
Pipeline Safety, and the Federal Railroad
Administration ("FRA").

Among the more important federal
proceedings in which the Legal Division
appeared on behalf of the Commission
during FY 1996-97 were the ongoing series
of cases involving the restructuring of the
natural gas industry. El Paso Natural Gas
Company ("El Paso") had proceedings
related to the restructuring in which the
Legal Division appeared during FY 1995-
96. The proceedings continued on into FY
1996-97. The El Paso proceedings address
the pending turnback of capacity on the El
Paso system by the California local
distribution companies, as well as
encompassing general rate proceedings. A
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proposed settlement of this proceeding is
now pending before the FERC.

In addition, the FERC issued its Order No.
888 during FY 1995-96. Order No. 888 and
its progeny affects Arizona utilities who
own and operate electric transmission lines.
The Legal Division has been involved in
monitoring federal developments in the
electric transmission industry at the same
time the Commission has begun
restructuring of the electric utility industry
within Arizona. Itisanticipated that electric
restructuring efforts will consume
significant resources of the Legal Division
throughout the next several fiscal years.

FHIGATION

The Legal Division represents the
Commission before a variety of courts and
either has pending or has recently concluded
cases before municipal and justice courts,
county Superior Courts, the State Court of
Appeals and the State Supreme Court, as
well as before various federal district and
appeals courts, including the United States
Supreme Court. The large majority of cases
filed or pending during FY 1996-97
involved commission decisions related to
restructuring of the telecommunications and
electric industries.

The Legal Division has been called upon
with regularity to represent the Commission
in Bankruptcy Court in matters involving
regulated utilities. The complexity and
time-consuming nature of bankruptcy
proceedings is such that Bankruptcy Court
proceedings have become a permanent part
of the Legal Division's representation of the
Commission. During FY 1996-97 two
utilities had active bankruptcy proceedings.

\DMINISTRATIVE MATTERS

The Legal Division represents the
Corporations Division in matters arising out
of responsibilities given the Corporation
Commission under Arizona Corporations
Law. Such matters include the filing of
Articles of Incorporations, Certificates of
Disclosure, and Annual Reports, which
must be submitted to the Commission by
every corporation doing business within the
State of Arizona. The Legal Division

counsels the Corporation Commission in the
legalities of miscellaneous matters such as
the Open Meeting Law, guidelines and
procedures, ex-parte communications,
filing requirements and a variety of similar
matters. The Legal Division's involvement
in representing the Corporations Division
has been an area of increasing activity over
the past several years. This has been driven
in part by the complete revision of Arizona's
statutes governing corporations, effective in
1996. The Legal Division during FY 1996-
97 was involved in ongoing litigation
related to implementation of the new
statutes and to the Commission's obligation
to prevent deceptively similar corporate
names.

SPECIAL PROJECTS

The Legal Division participates in the
revision of all rules that pertain to the
Corporations Division and the Ultilities
Division, including the Pipeline and
Railroad Safety Groups. In addition to
participating in the rulemaking proceedings,
the Legal Division has been responsible for
representing the Commission in litigation
that has occurred following the
rulemakings. Rulemakings which resulted
in litigation during FY 1996-97 include the
rulemakings related to competitive
telecommunications services.

Several of the state's major utilities had
cases before the Commission during FY
1996-97, which required the commitment of
all of the resources available to the Legal
Division. Issues surrounding Tucson
Electric Power Company ("TEP")
continued to consume substantial resources
during FY 1996-97, as they had during the
previous fiscal year. Pursuant to the
Commission's affiliated interest rules, TEP
filed a Notice of Intent to Form a Holding
Company and an application for approval to
restructure much of'its substantial debt. The
notice and application were filed during FY
1996-97 and were acted on by the
Commission during FY 1997-98. It is
anticipated that TEP issues will require
significant involvement by Legal Division
for the foreseeable future. The rate
application filed by U S West
Communications ("US West") during FY



[9u.93 was decided by the Commission
aunng FY 1994-95 The Court of Appeals
ssued its decision on the US West appeal
durmg FY 1995-96. substantially affirming
the Commission’s decision, but remanding
the case to the Commission on one issue.
he Commussion’s decision on remand
issued m FY 1996-97 resulted in continued
toganon. which was fully and finally
resolved during thar fiscal year.,

Other major proceedings to which the Legal
Division resources were devoted during FY
1996-97 include: Citizens Utilities Co.'s
requests for rate increases for its Arizona
blectric Division. its Northern Arizona Gas
Division. and it Mojave Water and
Wastewater Diviston. The Commission
alsoconsidered Southwest Gas Co.'s request
tor @ -ate increase in both of its Arizona
diviscons. In addition to the Commission's
resolution of TEP's holding company
application, the Commission considered
and approved a rate reduction for Arizona
Puolic Service Company ("APS") during
FY 1996-07  The { ommission is engaged
m ¢ series of proceedings related to the
restricturing ¢t the  telecommunications
moustry.  Legal Division has represented
the Commussion or 1ts Staff in a variety of
preceedings retated to the emergence of
competition i the  telecommunications
mdustry.  Included nave been workshops,
torces, proceedings before federal
agenaies as well as rulemaking and other
prcceedings berore the Commission itself.
The pace of the emergence of competition in
reiecommunications heightened following
passage of the Telecommunications Act of
1996 which was enacted during FY 1995-
Yt The Legal Division has been involved
i zll proceedmgs at the Commission to
autiosize competitive telecommunications
providers to provide service in Arizona.
Many of those proceedings have resulted in
Itigation in state and federal courts. In
additron. proceedings held by the
Comanssien as required by the
Telecommunicatons Act have also resulted
in Lngation in state and federal courts. The
Comnussion s also engaged in a series of
proceedings related to the restructuring of
the ciectric industry  During FY 1996-97,
‘his inciuded the adoption of rules to govern

as«

the restructuring process and the creation of
a number of working groups to analyze the
myriad issues involved in moving to
competition. One of the working groups
was assigned to identifying legal issues.
Legal Division has been involved in this
process at every stage. Adoption of the
rules has also resulted in litigation in state
courts. the litigation, and the administrative
proceedings necessary to implement
restructuring, can be expected to continue
into future fiscal years and will continue to
require the commitment of significant
resources from Legal Division. All the
major cases before the Commission require
an advisory staff to be assigned to act as a
separate party in order to advise
commissioners and commissioner's staff
without violating the ex parte
communications rule. Thus, in each of the
above instances, in addition to the need for
legal staff as counsel for Utilities Division
staff, additional Legal Division personnel
are assigned to advise the commissioners.

The Commission's rules relating to
transactions with unregulated affiliates have
been in effect since FY 1992-93. The rules
create an ongoing responsibility to consider
and process applications and reports under
the rules. The application by TEP to form a
holding company, which was acted on by the
Commission during FY 1996-97, was filed
under the rules, and required participation
by attorneys from the Legal Division. The
filings of applications and reports under the
rules, all of which require scrutiny by Legal
Division attorneys, can be expected to
continue indefinitely.
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SOUTHERN ARIZONA OFFICE

As noted in several areas of this Annual
Report, the Corporation Commission
maintains a southern Arizona office in
Tucson at 400 West Congress Street. This
office provides many of the same services as
the offices in Phoenix. Sections of the
Corporations and Utilities Division as well a
hearing officer from the Hearing Division
are located in Tucson.

The Corporations Section continued to
experience growth in most types of services
to southern Arizona business entities
including the filings of Articles of
Incorporation, Annual Reports, processing
of applications under the Limited Liability
Company Act and the issuance of
Certificates of Good Standing.

Tucson Personnel assigned to the Utilities
Division provided many consumer-oriented
services, prepared staff input to rate cases,
conducted railroad safety training and
inspections, and fulfilled pipeline safety
requirements.

The hearing officer in Tucson conducts
hearings on matters of interest to residents
and utilities located in Southern Arizona. In
addition to holding hearings in Tucson, the
hearing officer often travels to and conducts
hearings in the Southern Arizona
communities affected by the proceeding.

Not only does availability of the Tucson
Office provide a convenience to southern
Arizona residents, it facilitates better
statewide accomplishment of Corporation
Commission responsibilities. Therefore,
opportunities for enhanced operation are
continually evaluated.



APPENDIX A

Fiscal Resources. ['hrough the budget process, the Arizona Corporation Commission has
continued to sdentify fiscal resource requirements to meet its constitutional and statutory
responsibilitics The Commission receives funding through several source: the State
General Fund, the Utility Regulatory Revolving Fund, the Arts Trust Fund, the Investment
Management Act Fund, the Public Access Fund and Federal Grant Fund. All sources except
e Federar Grant are subject to appropriation. The Administration, Corporations and
Heuring Divisions as well as the Railroad Safety Group of the Utilities Division are funded
f=om the General Fund. In addition to general funds, the Administration Division receives
tmted Hundmg trom the Utilities Regulation Revolving Fund and the Corporations
Drvistonas the recipient of funding from the Arts Trust Fund and Public Assess Fund. The
~ecurities Division receives general funds as well as a portion of the fees it collects through
the securtties Regulatory and Enforcement Fund and the Investment Management Act Fund.
Fac Utilities. excluding the Railroad Safety Group, and the Legal Divisions are funded
‘hreughthe Utihty Regulation Revolving Fund which derives its money from assessments on
aublic service corporations.  The federal grants are obtained as a reimbursement to the
Zipeline Satety Group within the Utilities Division for accomplishment of certain federal
cesponstbilitios

Historically, the Commission has generated significantly more revenue from securities
and broker registrations, corporation filing fees, fines, and miscellaneous service
charges than its General Fund requirements. All revenue of this type flows to the state
Creneral Fund and is used to defray state government operation costs.

he ollowiagables portray revenue and expense data for FY 1995-96 (Actual), FY 1996-97
AReport Year Actua s and FY 1997-98 (Estimated).

TABLE 1
i VENUE BY SOURCE

Actual Actual Estimated

1995-96 1996-97 1997-98
Corporat ot bohing bees® $5,143,900 $5,600,000 $5,680,600
Sty and Broker Fees* 7,761,400 6,900,000 9,488,100
Viscellaneous Sery ice Charges™® 64,400 80,000 83,000
¥ nosanc Forfertur. s 484,600 300,000 1,775,300
e Assessments 5,618,500 5440,200 6,036,600
Poehine hatetv Revolving Fund-Fines 5,000 0 150,000
o Begulatory & ¢ ontorcement Fund 1,665,300 1,925,100 2,098,300
s Bvestment Mo Act Fund 825,700 847,200 782,200
Sullie Access Fom 1,198,400 1,286,600 1,266,200
“ederl € orant 184,000 185,000 230,000
1Ot $22,951,200  $22,564,100 27,590,300

wepesiec 1 e state General Fund
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TABLE 2
FXPENDITURES BY BUDGET PROGRAM

Actual Actual Estimate

1995-96 1996-97 1997-98
Administration & Hearing Divisions $1,823,500 $2,044,000 $1,729,500
Corporation Division 2,540,700 2,616,600 2,993,000
Securities Division 3,770,700 3,964,400 4,321,300
Railroad Safety Group (Utilities Division) 517,600 503,900 624,600
Utilities Division 4,972,200 4,959,800 5,164,700
Legal Division 1.026,600 1,004,400 1,112,000
TOTAL $14,651,300  $15,093,100  $15,945,100
TABLE 3
EXPENDITURES BY FUND SOURCE

Actual Actual Estimate

1995-96 1996-97 1997-98
General Fund $5,174,400 $5,155,800 $5,730,100
Arts Trust Fund 28,500 28,000 29,400
Securities Regulatory & Enforcement 1,350,500 2,068,200 1,927,400
Securities Inv. Management Act Fund 868,100 551,500 640,700
Utility Regulation Revolving Fund 5,948,400 5,954,400 6,162,900
Public Access Fund 1,121,800 1,203,400 1,219,600
Pipeline Safety Revolving Fund 55, 000 0 95,000
Federal Grant 104,600 131,800 140,000
TOTAL $14,651,300 $15,093,100 $15945,100



CHEEGH S HHON COMMISSIONERS SINCE STATEHOOD

AW Cole

W.P. Geary

F.A. Jones

Amos A. Betrts
David F. Johnson
Loren Vaughn
W.D Claypool
Charles R. Howe
Wilson T Wright
John Cummard
WM. Cox
William Peterson
Willlam Eden
Wilham T. Brooks
Yale McFate

Mit Simms
Timothy D. Parkman
John H. Barrv

ET. "Eddie" Williams, Jr.
George F Senner. Jr.
A P "Jack" Buzard
fohn P. Clark
Milton | Husky
Dick Herben
Charles Garland
Russell Wilhams
Al Faron

Ernest Gartieid
Bud Tims

hm Weeks
Stanley Akers
John Aheam
Diane McCarthy
Richard Kimball
Junius Hoffman
Martanne Jennings
Sharon Megdal
Renz Jennings
Marcia Week~
Dale Morgan

Carl I, Kunasek
T brvin

Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Democrat
Republican
Democrat
Democrat
Democrat
Democrat
Republican
Democrat
Democrat
Republican
Republican
Republican
Republican
Republican
Democrat
Republican
Democrat
Republican
Democrat
Democrat
Republican
Democrat
Democrat
Democrat
Republican
Republican
Republican

1912-1917
1912-1915
1912-1919
1917-1933/1938-1945
1919-1924
1921-1932
1925-1930
1931-1936
1933-1953
1933-1934
1935-1940
1941-1946
1944-1947
1947-1958
1947-1948
1949-1958
1954
1955-1956
1957-1968
1959-1962
1959-1962
1963-1964
1965-1970
1965-1971
1969-1974
1970-1974
1970-1976
1973-1978
1975-1983
1977-1982
1979-1980
1980-1981
1981-1984
1983-1985
1984

1984
1985-1986
1985-present
1985-1996
1987-1995
1995-present
1997-present

Past Commissioners






