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Open Meeting
November 27 and 28, 2007
Phoenix, Arizona

15 BY THE COMMISSION:

16 FINDINGS OF FACT

17 Introduction

18 1. Commission Decision No. 67744 directed Staff to schedule workshops on resource

19

20

pla nning is s ue s . Additiona lly, a s  pa rt of the  S e ttle me nt Agre e me nt of tha t ca s e , it wa s  a gre e d tha t

"the  C om m is s ion  S ta ff will s c he du le  works hop s  on  re s ou rc e  p la nn ing  is s ue s  to  foc us  on

21

22

23

procurement proces s ." (Paragraph 79, Se ttlement Agreement).

On April 5, 2007, S ta ff docke te d a  Re que s t for Me e tings  Notice , a nd indica te d tha t

24

25

26

a  s e rie s  of thre e  works hops  s pe cifica lly re la te d to is s ue s  of compe titive  procure me nt would be

he ld, a nd tha t the  re m a ining  is s ue s  re la te d to re s ource  p la nning  would be  conducte d in othe r

works hops  a nd notice d s e pa ra te ly. Thre e  works hops  on compe titive  procure me nt we re  he ld on

27 April 25, 2007; May 23, 2007; and July 13, 2007. Eig ht e n titie s  file d  n ine  s e ts  o f writte n

28 comments.

2.

I I
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4

3. On Octobe r 2, 2007, S ta ff is sued a  Dra ft S ta ff Report on Compe titive  P rocurement

Is sue s , with a  re que s t for comme nts  to be  file d by Octobe r 12, 2007. S ix e ntitie s  tile d comme nts

in re s pons e  to the  Dra ft S ta ff Re port. Along with its  me mo, S ta ff file d its  Fina l S ta ff Re port on

Competitive  Procurement Issues .

Dis cus s ion

Staff Recommendation

5

6 4. It is  S ta ffs  inte ntion to continue  to fa cilita te  compe titive  whole sa le  ma rke t options

7 for the  a cquis ition of re s ource s  to s e rve  e le ctric cons ume rs . S ta ff be lie ve s  tha t conducting a

8 Rulemaking on procurement issues  is  premature  a t this  time . To enable  the  procurement process  to

9 go forwa rd e xpe ditious ly, S ta ff has recommended tha t the  Commission adopt Recommended Best

10 Practices  for Procurement. The  Recommended Best Practices  include  types of acceptable  methods

l l of procurement, a  pre fe rence  for reques ts  for proposa ls  ("RFPs"), and the  role  of an independent

12 monitor. S ta ff be lieves  tha t these  Recommended Bes t P ractice s  would provide  a  means  by which

13 the  Commis s ion, ra te pa ye rs , a nd bidde rs  in  the  whole s a le  ma rke t ca n be  a s s ure d tha t the

14 proce dure s  for obta ining ne w re source s  a re  fa ir, tra nspa re nt, a nd re sult in the  mos t e conomica l

15 resources being selected.

16

17 5.

18 Best Practices  for Procurement,

19

20

RECOMMENDED BEST PRACTICES
FOR PROCUREMENT

Procurement Methods
21

1 . The  following procurement me thods  a re  cons ide red to be  acceptable  for the  wholesa le
acquis ition of energy, capacity, and physica l power hedge  transactions:22

23

24

A. P urcha se s  through third pa rty, on-line  tra ding sys te ms , including but not limite d to
the  Inte rcontinenta l Exchange , Bloomberg, Ca lifornia  Independent System Opera tor,
New York Mercantile  Exchange , or othe r s imila r on-line  third pa rty sys tems .

25

26
B. Purchases  from qua lified, third pa rty, independent energy brokers .

27

28

C. P urcha se s  from non-a ffilia te d e ntitie s  through a uctions  or a  re que s t for proposa ls
("RFP") process .
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1 D. Bila te ra l contra cts  with non-a ffilia te d e ntitie s .

2

3

E. Bila te ra l contra cts  with a ffilia te d e ntitie s , provide d tha t non-a ffilia te d e ntitie s  a re
provide d  no tice  o f a nd  a n  opportun ity to  be a t a ny p ropos e d  con tra c t be fore
executing the transaction .

4
F. Any othe r compe titive  procurement process  approved by the  Commiss ion.

5

6
Utilitie s  should seek to use  an RFP as  the  primary acquis ition process , Exceptions  may
include  the  following:

7

8

9

10

A. For emergencie s . An emergency is  an unknown and unfore seeable  condition (i) not
a ris ing from a cts  or omiss ions  by the  utility which a re  not in a ccord with good utility
pra ctice , (ii) tha t is  te mpora ry in na ture , (iii) tha t thre a te ns  re lia bility or pose s  some
othe r s ignifica nt risk to the  sys te m, a nd (iv) whe re  the  subje ct procure me nt is  not
gre a te r in qua ntity or dura tion tha n wha t is  ne ce s s a ry for the  utility to re s tore  the
system to a  sa fe  and re liable  condition.

11
B. For short-te rm a cquis itions  to ma inta in sys te m re lia bility.

12

13
C For othe r compone nts  of e ne rgy procure me nt, such a s  tra nsmiss ion proje cts , fue ls ,

and fue l transporta tion.

14 D. When the  planning horizon is  two yea rs  or le ss .

15

16
E. Whe n a  utility e ncounte rs  a  ge nuine , una nticipa te d opportunity to a cquire  a  powe r

supply re source  a t a  cle a r and s ignificant discount when compared with the  cos t of
acquiring new genera ting facilitie s  tha t will provide  unique  va lue  to cus tomers .

17

1 8
F. For transactions that satisfy obligations under the Renewable Energy Standard mies

and for demand-side management/demand response programs.

19

20 Inde pe nde n t Mon ito r

21 An independent monitor should be  used in a ll RFP  processe s  for procurement of new
resources.

22
2.

23
The  u tility s hould  cons ult with  Commis s ion S ta ff a nd jo in tly s e le ct thre e  to  five
companies  or consultants  ("vendor lis t") who can se rve  as  an independent monitor.

24 The  utility will file  its  ve ndor lis t in this  docke t for inte re s te d pa rtie s ' re vie w. P a rtie s
will have  30 days  to object to a  vendor's  inclus ion on the  lis t.25

26

27

With in  60  da ys  o f the  tiling  o f the  ve ndor lis t,  S ta ff will e ndors e  the  ve ndors  it
de te rmine s  a re  a ppropria te . Once  the  ve ndors  a re  e ndorse d by S ta ff the  utility would
be  a ble  to re ta in a ny of the  a uthorize d ve ndors  for future  RFPs . The  utility is  re quire d
to provide  writte n notice  to S ta ff of its  re tention of the  independent monitor.

28

2.

3.

4.

1 .
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1

2

The  utility s hould e nte r into a  contra ct with the  monitor a nd s hould pa y the  monitor.
Reasonable  bidders ' fees  may be  used to he lp offse t these  costs . When appropria te , die
utility may reques t recovery of its  payments  to the  monitor in cus tomer ra te s .

3
6.

4

5

6

One  we e k prior to  the  de a dline  for s ubmitting bids , the  utility s hould  provide  the
inde pe nde nt monitor with a  copy of a ny bid propos a l pre pa re d by the  utility or its
a ffilia te , or any benchmark or re fe rence  cos t the  utility has  deve loped aga ins t which to
eva lua te  the  bids . The  independent monitor should take  s teps  to secure  the  utility bid or
be nchma rk price  in a  loca tion not known or a cce s s ible  to a ny of the  bidde rs  or the
utility or its  a ffilia te .

7
The  independent monitor should provide  reports  (a t leas t monthly) to Commiss ion S ta ff
throughout the  RFP process.8

9

1 0

11

CONCLUS IONS  OF LAW

The  Commiss ion has  jurisdiction the  subject ma tte r of the  applica tion.

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

12 Nove mbe r 6, 2007, conclude s  tha t it is  in the  public inte re s t to a dopt the  Re comme nde d Be s t

Practices  for Procurement.1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23
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25

26

27
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7.
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IN WITNES S  WHEREOF, I DEAN s . MILLER, In te rim
Executive  Director of the  Arizona  Corpora tion Commiss ion,
have  he reunto, se t my hand and caused the  officia l sea l of
this a t the  Ca pitol, in the  City of
Phoenix, this , 2007.

Commiss ion to be  a ffine
1_/+*- day of I 4 :4 1 4 4  h e

M
DE AN s .  MILL R
Inte rim Executive  Director

DIS S ENT:

DIS S ENT:

EGJ :BEK:1hm\KT

70032Decis ion No,
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ORDER

IT IS THEREFORE ORDERED that the  Recommended Best Practices for Procurement is

adopted.

IT IS FURTHER ORDERED tha t this  Decis ion sha ll become effective  immedia te ly.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

1
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4
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S ERVICE LIS T FOR: Ge ne ric  Inve s tiga tion
DOCKET NO. E-00000E~05-0431

3

4

Mr. J e ff S chle ge l
Sweep
1167 West Samalayuca  Drive
Tucson, Arizona  857045

6 Mr. Robert Amman
Anuran Group
6605 East Evening Glow
Scottsda le , Arizona  85262

Mr. J e rry Coffe y
Mr. Erick Bonne r
Ms. Rebecca  Turner
Gila  Rive r P owe r, L.P .
702 North Franklin S tree t
Tampa , Florida  33602

7

8

9

Ms. Ka re n Ha lte r
Southwest Gas Corpora tion
5421 Spring Mounta in Road
Las Vegas, Nevada 89102

10

11

Ms. Deborah R. Scott
P innacle  West Capita l Corpora tion
400 North 5th Street
Pos t Office  Box 53999, MS 8695
Phoenix, Arizona  85072-3999

12

Mr. P a ul R. Micha ud
Micha ud La w Firm, P .L.C.
46 Eastham Bridge  Road
East Hampton, Connecticut 06424

13

14

Mr. Da vid Be rry
Western Resource Advocates
Post Office  BOX 1064
Scottsda le , Arizona  85252

Mr.  La rry Killia n
Greys tone  Environmenta l
8222 S. 48th Street, Suite  140
Phoenix, Arizona  85044-535315

16

17

Mr. Eric C. Gundry
Western Resource Advocates
2260 Baseline , Suite  200
Boulde r, Colorado 80302

18

Mr. Micha e l P a tte n
Ms . La ura  S ixkille r
Roshka  DeWu1f & Patten
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
Phoenix, Arizona  8500419

20

Ms. Ama nda  Ormond
The  Onnond Group, LLC
7650 S outh McClintock Drive ,
Suite  103-282
Tempe , Arizona  85284

21

Mr. Da ve  Couture
TEP
P os t Office  Box 711
Tucson, Arizona  85702

22

23

Mr. Micha e l Gra nt
Ga llaghe r & Kennedy
2575 East Camelback Road
Phoenix, Arizona  85016

24

Mr. Je rry Payne
Coopera tive  Inte rna tiona l Fores try
333 Broadway SE
Albuque rque , New Mexico 87102

25

26

Mr. C. We bb Crocke tt
Mr. P a trick J . Bla ck
Fennemore  Cra ig
3003 North Centra l Avenue , Suite  2600
Phoenix, Arizona  8501227

Ms . Donna  M. Brons ki
Scottsda le  City Attorne y's  Office
3939 North Drinkwa te r Boule va rd
Scottsda le , Arizona  85251

28
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1

2

Mr. Troy An itra
Conve rge , Inc.
120 Eagle  Rock Avenue , Suite  190
East Hanover, New Jersey 07936

3

Mr. Bria n Ha ge ma n
Ms. Caren Peckerman
Mr. Richa rd Brill
De luge , Inc.
4116 East Superior Avenue, Suite  DO
Phoenix, Arizona  850404

5

6

Mr. J a y Ma ye s
Moye s  S tore y
1850 North Centro] Avenue , Suite  1100
Phoenix, Arizona  85004

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

7

8

9

Mr. Chris tophe r C. Ke e le y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

10

Mr. S cott S . Wa ke fie ld
Mr. S tephen Ahearn .
RUCO
1110 West Washington Street, Suite  220
Phoenix, Arizona  85007

11

12

13

Mr. John Wa lla ce
Grand Canyon Sta te  Electric Coopera tive
Associa tion, Inc.
120 North 44"' S tree t, Suite  100
Phoenix, Arizona  85034

14

15

16

Mr. Clifford A. Ca she rs
Sierra  Southwest Coopera tive  Services , Inc.
1000 South Highway 80
Benson, Arizona  85602

17

18

19

20

Ms. Jana  Brandt
Ms . Ke lly Ba rr
Sa lt Rive r P roject
PO Box 52025, MS PAB22 l
Phoenix, Arizona  85072

21

22

Mr. Da n Aus tin
Conve rge , Inc.
6509 West Frye  Road, Suite  4
Chandle r, Arizona  8522623

24

25

Mr. Theodore  Roberts
Mr. Lawrence  V. Robe rtson, J r.
Pos t Office  Box 1448
Tubae , Arizona  85646

26

27

28
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