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The Generie Investigation Into Licotric Resaurce Planning

Drocket Now F-GOOO 0500133

To Whom I May Coneerne

Enclosed tor liling m the above-referenced procecding on behalt of Mesquite Power,

1.L.C. Southwestern Power Group 1L

1O and Bowie Power Swton, L O {ontly,

“SW PO Bowie Mesquite 1 are fourteen (141 copies of SWPGBowie Mesquite's Comments O

The Draft Sl Report O Coanpentve Procurement bssues ¢ onument™

Also enclosed are o (20 additional copies of the afimesad Comments,

A

[ wwould

appreciate 1 vou would Hled” stump the same and retumn them o me s the enclosed stamped

and addressed envelope

Fhank you for vour assistance with regard o this matier,

Sincerely.

fawrenee V. Roberson, I,
L lRnaTR s s Moy Srdatis Do o mR P
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

MIKE GLEASOXN, Chairman
WIHLLIAM A MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES

GARY PIERCE

INTHE MATTER OF THE GENERIC y DOCKETNG, BE-0U0000E-05-043]
INVESTIGATION INTO FLECTRIC
RESOURCE PLANNING b SWPGBOWIEMESQLITE™S

boUOMMENTS ON mz PDRAFT STAFFE
v REPORT ON COMPETITIVE
-+ PROCUREMENT ISSUES

Pursuant o the Memorandum rom Emest G Jehoson dated October 2, 2007 and the

deadline extension granted orally by Barbara Keene on October 12, 2007, Southwestern Power
Group 1L LU Bowic Power Swaton. LLL.C. and Mesguite Power, L.L.C. {lointly,
CSWPGBowie Mesquite™) herewith submit their comments on the Draft Stat? Report on
Competitive Procurement [ssues for the Generie Investigation into Eleetrie Resource Planning
{the “Draft Swif Report™  As sliscussed below, SWPGBowie/Mesquite commend  the
Commission’s Utilities Division Staff (7 Staft™y on its thoughtful presentation of the issues and s
discussivn ot the various positions advanced by parucipants during the three (3) workshops on
competitive procurement facilitated by the Staft, SWPGBowie/Mesquite believe that the Diraft
Staff Report accurately reflects the tone and substance of the workshops. and wholly support the
Staft’s conclusions, particularly the Recommended Best Practices for Procurement found in

Appendix | of the Draft Staft Repon.

Arizong Public Service Company ©APST
e of Dctober 12, 2007 Out w\;mu“éct:{x i
AN 0L VI swaj APST comments priot o
5 ong week aflay APS

PEWEG/Bowie Mesquits note that one partivipants w e mwk«mm
submitted s commenss on the Draft 3aff Report on the
APS. the Commmssion’s Statt and other parties, SW PU B ‘ic

the fling of these comments in order to averd uny pereenved unlaimess m Hlng




o
- As developers and operators of merchant power plants planned for and serving customers
: vArizona. SWPG/Bowie Mesguite have o vested imterest in the preservanon and B
competitive wholesale market in Anizona, SWEPG Bowie Mesgquite bebiove that sieh competition
¢ serves the public interest b (11 encouraging wnnovation and elficiency i the generatiom of
5
S 1 clectnie power, and [H providing cost savings o customers through the tanster of commaercial
risks traditonadlv borne by utilive raepavers 1o the sharcholders of merchant generating
N compantes.  In addinen. such competition gives electrnic utiliny companics greater meentives w
maximize the efficiency and reduce the costs of owmng and operating their own rate-bascd
generation  facilities.  thereby  further  serving  the  public  interest Aceordingly
e SWPG/MBowie/Mesquite fully support the Diratt Staff Report™s stated intenuon (v “contimue 1o
facilitate competitive wholesale market options for the acquisition of resources o serve electric
z: custorners,” {Diraft Stal? Report. Executive Summary |
I e In that regard. SWPGBowie Mesguite weleonwe the Recommended Best Practice that
i provides merchant generators an oppertunity o omeet or beat the bid or benchmark price
15
developed by a wtility or 118 affiliate mn the course of a procurement selicitation,
; 1 SWPGBowie Mesquite also support the Recommended Best Practioe that the Arsona
i L utilites utihze o competitive Reguest for Proposals ("REFFTY process as thewr primary
Lo procurement tool. while recognizing that there may be circumstances where on occasion
14 . . - B .
ST exveptions to procurement via an REFP are warranted.  Two examples of such circumstances that
40 are cited in the Draft Stafl Report. however, merit further discussion, namely, exception (A
<1 “emergencies” and exception (U} "When the planning horizon is two vears or less”  While
e SWPLHBowieMesyuite agree with these exceptinns in principie. they are concerned that these
=3 exceptions coubd be explotted to some degree so that the “exception” would become the norm
=4 ardd 2 principal driver of utility procurement.
=5 Mure specitically. the Draft Statt Report does not define what constitutes an emergency.
and SWPGBowie Mesquite believe that such a delinition is important for purposces of limiting
<7 and clarifving the exception, Otherwise, a wility that did not wish (o engage 1 8 competitive
2% Solicitation or do business ’\‘%’éﬂ‘z‘ merchant generators could simply delay or drag ow s
2
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progurement activily unll an emergenoy” existed, and the REP process therehs could be

crreumvented. Sinulariv. the Recommended Best Practices should be structured so that utilities
cannol engape 1na pattern of securing only peaking resources ar other resource acquisitmns with
i planning horizon of less than tao (23 vears, therehe arrcumventing the use ot RIPs as the
primary means o procurement. In order for wholesale competition 1o perform its legitimate role.
merchant generators must be aftorded aomeaningful opporunity w compete,

Acpordinglv, SWPH/BowieMesguite recommend that a definition of “emergency” be
adopted that includes such principles as an unknown and untoreseeable condition (1) not arnsing
frome acts or omissions by the utility which are not i accord with good atihy practice, 01 that 15
femporary in nature. (i1 that threatens reliability or poses some other significant risk o the
system, and (ivy where the subject procurement 1S 1ot greater in quantity or duration than what 15
necessary for the utlity o restore the system to a sate and reliable condition.  Procurement
“solutions” which end one {1} vear from the date of the ~emergency” may be an approprisw
gowdeline, or there may be lapguage i the WECU or NERC operating guidelines that can be
borrowed for this purpose.

As 1o the less than two (23-vear planning horizon exception. SWPG/Bowie/ Mesqguite
suggest that the ongoing workshops dealing with broader resource planning issues dentity
provedurcs or puidelines to ensarg that this exception does not become the norm thoough
compressed timeframes for permitting and construction, or other processes whereby short-term
planning horizons become the tail that wags the procurement dog.

SWPG/BowieMesquite agree with the Draft Staft Report observations that the RFP
process shoubd not be overly proscriptive. and that the wtitities should retan muparmurm festbiliy
1o design an REP that best meets their needs. Nevertheless, additional safeguards such as those
recommended above by SWPGBowieNlesquile are important to ensuring that the process 1s not
only fair in appearance, but also in practice and not subject 1o manipulation.  The Draft Stafrf
Report’s recommendation that all REPs be conducted under the oversight of an Independont

Menitor ts alse critical in this regard because the Independent Monitor can act as a neutral third

i
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party an the design amd mplementation of the RFPD Accordingh . SWPGBewie Mesquire
strongly support this recomimendaton,

One tinal feature of the RFP design and conduct that would beneth from additonal
refinenent has e do with the preparation of a utility or its atfiliate’s pricinge benchmark. bid or
other proposal. SWPGBowie Mesquite support the Recomimended Best Practive reguinng that
any such suhpussions (1) be made at feast one (1 week prior o the issuance of any REP and (113
hept seeure fronn any of the bidders, the utiits or any affiliate. However, this Reconmmended
Best Practice should be made stromger by requirtng that no person wha participates m the
utiliny s review. analysis or other decision-making sctviy refated w the conduct of the RFP can
participate n the preparation or submission of any bid, benchmark or proposal by the utifity, an
affiliate. or any other bidder. Such practce would provide greater contidence w the bidders that
they will not be subject 1o any unfair business practice or the appearance thereot

As noted above, SWPG/BowieMesquite believe that the Draft Sttt Report und
Recommended Best Practices rightly embraces the continued development of o vibrand and
competitive whoiesale elecirictty market in Arnzona. Just o tew small modifications are desirable

to add greater clarmy, farness and an enhanced appearance of fanmess to the process.

Dated: Osctober 19, 2007

Respectiully submaned.
%lkx PG N R “ \’ - "3““ !

Lawrence V. Robertson, Ir,
Antorney for Southwestern Power Group 110
Bowie Posver Station, FE.CLand

Mesquite Power. L3 {0

Service List for Resource Plannimg
Docket No, L-OO000F-03-043
My, Jeff Schiegel

Sweep

AT West Samalayueca Drive
Jueson, Arvong 83704
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M. Robiert Annan
Annan Group
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g
Scottsdale, Arizona 853267

e Dehorah R Seott

Pinnacle West Capital Corporation
4400 Morth Mby Street

Post Office Box 53999, MK §ovs
Phoeniy, Arizona 830172-3994

Mr, David Berrs

Western Resource Advocates
Post Of1ice Box 1064
Seodtsdale. Anvona 83252
Mr. Fric C. Guldrs

Western. Resource Advocates
22660 Basehne, Saite 30
Boulder, Colorado 80302

Ms. Amanda Ormaond

The Orxnond Group. LLC
7650 South McChntock Dove.
Suite 113-282

Tempe. Arizona 5284

M, Michael Grrant
Gailagher & Kennedy

2375 Last Camelback Road
Phocnix, Artzona 83016

Mro U Webb Crocket

Mr. Patsick | Black

Fennemore Craig

30653 North Central Avenue. Sutie 2600
Phoemix, Arzona 853012

Mr. derry Caltey

My, Erick Bonner

Ms, Rebecca Tumer

Ciila Rover Power, 1.0,
702 North Franklin Street
Tarnpa, Flonda 33602

Mr. Arthur N Olson
Technology. Fnergy & Markebng Strategics
Post Office Box 21446

A1
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NMesa, Arizona 83277

Ms. Karen Haller

Southwest Gas Corporation
542 1 Spring Mountain Road
Las Vegas, Nevada 891 (12

Mr. Paul R Michaud

Michaud Law Firm, PLL O

46 Fastham Bridge Road

East Hampron, Connectowm 06424

Mr, Stan Barnes

Copper State Consulting Group
Doe Norgh Central Avenuc,
Suite 1120

Phaenix. Arizong 83004

Mr. Larry Killman
GOreystone Environmental
82225 48th Street. Suite 140

Ploenix, Arizona 85044-3353

Mr. Michael Patten

M, Laura Sixkiller

Roshka DeWaulf & Patten

Ume Arizona Center

400 Fast Van Buren Streen, Sulwe 800
Phoenix., Arizona 85004

Mr. Dave Couture
TEP

Post Office Box 71 |
Tucson, Artzona B3T02

Mr. Jerry Pavne

Cooperative [nternational Forestry
333 Broadway SE

Albuquerque, New Mexicn 87 102

Mr. Briun Hageman

Ms. Caren Peckeman

Mr. Richard Brill

Deluge. Inc.

41 16 bBast Superior Avenue, Surte [D3
Phoenix. Arizona 85040

Mir Jay Moves
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Moves Sores
PR30 North Central Avenue, Suje 110
Fhoenix, Arirona 83004

Wr. Scott 8, Waketield

Wr, Stephen Ahearn

RLUCO

TT 10 West Washington Street, Suite 220
Phoenix, Arzona 85007

Mr. John Wallace

Crrand Canvon Stae Electrie Couperative
Associabion. nge.

120 Morth 4dth Street, Sune 1D
Phoenix, Arizona 85034

Mr. Chiftord AL Cathers
Sierra Scuthwest Conperative Services, Ine.
1000 South Highway 8i
Hensom, Arizona 85602

Wis. Jana Brandt

Ms. Kelly Barr

Salt River Priect

PO Box 32025, WS PARB22
Phoeniy, Arzona 83072

Mr. Dan Austin

Comwerge, Inc,

65304 West Fryve Road, Suite 4
Chandler. Arizona 83226

Mr. Trov Anatra

Cinnverge, Inc.

120 Fagle Rock Avenue, Suite 190
East Hanover, New Jersey 007936

M. Donna M. Bronski

Scottsdale Uit Attorney™s (Hlice
3939 North Drinkwater Boulevard
Seottsdaie. Arizona 8525 1

Mr, Eroest Cn Johnson

Director, Plulittes Division
Arzona Corporation Commassion
P00 West Washimgton Streat
Phoenix, Arizona 85007
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2 Mr Christopher €, kempley
- Uit Counsel. Legal Division
1 Arpona Corporation Commitssion
L 200 West Washingion Streat
T Phoenix. Anzona 83047
Ms. Lyn Farmer
5 Chief Admunistrative Law Judge. Hearing Division
Arizona Corporation Commission
P200 West Washington Street
Phoenix. Arizona 850407
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