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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON
WILLIgll\lf?fnle\l/I[lUNDELL Arizona Comporation Commission
Comrrlissioner D O CKETED
JEFF HATCH-MILLER
Commissioner DEC -4 2007
KRISTIN K. MAYES -
Commissioner DOCKETED 8Y
GARY PIERCE Y\&
Commissioner
IN THE MATTER OF COMPETITIVE DOCKET NO.E-00000E-05-0431
PROCUREMENT ISSUES IN THE
GENERIC INVESTIGATION INTO DECISIONNO. 70032
ELECTRIC RESOURCE PLANNING ORDER
Open Meeting

November 27 and 28, 2007
Phoenix, Arizona

BY THE COMMISSION:
FINDINGS OF FACT
Introduction
1. -Commission Decision No. 67744 directed Staff to schedule workshops on resource

planning issues. Additionally, as part of the Settlement Agreement of that case, it was agreed that
“the Commission Staff will schedule workshops on resource planning issues to focus on
developing needed infrastructure and developing a flexible, timely, and fair competitive
procurement process.” (Paragraph 79, Settlement Agreement).

2. On April 5, 2007, Staff docketed a Request for Meetings Notice, and indicated that
a series of three workshops specifically related to issues of competitive procurement would be
held, and that the remaining issues related to resource planning would be conducted in other
workshops and noticed separately. Three workshops on competitive procurement were held on
April 25, 2007 May 23, 2007; and July 13, 2007. Eight entities filed nine sets of written

comments.
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3. On October 2, 2007, Staff i1ssued a Draft Staff Report on Competifive Procurement
Issues, with a request for comments to be filed by Octobef 12, 2007. Six entities filed comments
in response to the Draft Staff Report. Along with its memo, Staff ﬁled its Final Staff Report on
Competitive’ Procurement Issues.
Discussion

4. It is Staff's intention to continue to facilitate competitive wholesale market options
for the acquisition of resources to serve electric consumers. Staff believes that conducting a
rulemaking on procurement issues is premature at this time. To enable the procurement process to
go forward expeditiously; Staff has recommended that the Commission adopt Recommended Best
Practices for Procurement. The Recommended Best Practices include types of acceptéble methods
of procurement, a preference for requests for proposals ("RFPs"), and the role of an independent
monitor. Staff believes that these Recommended Best Practices would provide a means by which
the Commission, ratepayers, and bidders in the wholesale market can be assured that the
procedures for obtaining new resources are fair, transparent, and result in the most economical
resources being selected.

Staff Recommendation

5. Staff has recommended that the Commission adopt the following Recommended
Best Practices for Procurement.

RECOMMENDED BEST PRACTICES
FOR PROCUREMENT

Procurement Methods

1. The following procurement methods are considered to be acceptable for the wholesale
acquisition of energy, capacity, and physical power hedge transactions:

A. Purchases through third party, on-line trading systems, including but not limited to
the Intercontinental Exchange, Bloomberg, California Independent System Operator,
New York Mercantile Exchange, or other similar on-line third party systems.

B. Purchases from qualified, third party, independent energy brokers.

C. Purchases from non-affiliated entities through auctions or a request for proposals

("RFP") process.

70032

Decision No.
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D. Bilateral contracts with non-affiliated entities.

E. Bilateral contracts with affiliated entities, provided that non-affiliated entities are
provided notice of and an opportunity to beat any proposed contract before
executing the transaction.

F. Any other competitive procurement process approved by the Commission.

Utilities should seek to use an RFP as the primary acquisition process. Exceptions may
include the following:

A. For emergencies. An emergency is an unknown and unforeseeable condition (i) not
arising from acts or omissions by the utility which are not in accord with good utility
practice, (11) that is temporary in nature, (iii) that threatens reliability or poses some
other significant risk to the system, and (iv) where the subject procurement is not
greater in quantity or duration than what is necessary for the utility to restore the
system to a safe and reliable condition.

B. For short-term acquisitions to maintain system reliability.

C For other components of energy procurement, such as transmission projects, fuels,
and fuel transportation.

D. When the planning horizon is two years or less.
E. When a utility encounters a genuine, unanticipated opportunity to acquire a power
supply resource at a clear and significant discount when compared with the cost of

acquiring new generating facilities that will provide unique value to customers.

F. For transactions that satisfy obligations under the Renewable Energy Standard rules
and for demand-side management/demand response programs.

Independent Monitor

1.

An independent monitor should be used in all RFP processes for procurement of new
resources.

The utility should consult with Commission Staff and jointly select three to five
companies or consultants (“vendor list”) who can serve as an independent monitor.

The utility will file its vendor list in this docket for interested parties’ review. Parties
will have 30 days to object to a vendor’s inclusion on the list.

Within 60 days of the filing of the vendor list, Staff will endorse the vendors it

~ determines are appropriate. Once the vendors are endorsed by Staff, the utility would

be able to retain any of the authorized vendors for future RFPs. The utility is required
to provide written notice to Staff of its retention of the independent monitor.

70032
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~ The utility should enter into a contract with the monitor and should pay the monitor.

Reasonable bidders’ fees may be used to help offset these costs. When appropriate, the
utility may request recovery of its payments to the monitor in customer rates.

One week prior to the deadline for submitting bids, the utility should provide the
independent monitor with a copy of any bid proposal prepared by the utility or its
affiliate, or any benchmark or reference cost the utility has developed against which to
evaluate the bids. The independent monitor should take steps to secure the utility bid or
benchmark price in a location not known or accessible to any of the bidders or the
utility or its affiliate.

The independent monitor should provide reports (at least monthly) to Commission Staff
throughout the RFP process.

CONCLUSIONS OF LAW

The Commission has jurisdiction the subject matter of the application.

The Commission, having reviewed the application and Staff's Memorandum dated

November 6, 2007, concludes that it is in the public interest to adopt the Recommended Best

Practices for Procurement.

Decision No. 70032 :
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ORDER »
IT IS THEREFORE ORDERED that the Recommended Best Practices for Procurement is
adoptéd.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
At B W Wil
CHAIRMAN COMMISSIONER
’L%@'\M@U;W % 47 L0l
SSIONER COMMISSIONER CP%MISSIONER

IN WITNESS WHEREOF, I DEAN S. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix, this (./ He day of , 2007.
DEAN S. MILLER
Interim Executive Director

DISSENT:

DISSENT:

EGJ:BEK:Ihm\KT

Decision No. 70032 '
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SERVICE LIST FOR: Generic Investigation
DOCKET NO. E-00000E-05-0431

Mr. Jeff Schlegel

Sweep

1167 West Samalayuca Drive
Tucson, Arizona 85704

Mr. Robert Annan

Annan Group

6605 East Evening Glow
Scottsdale, Arizona 85262

Ms. Deborah R. Scott

Pinnacle West Capital Corporation
400 North 5™ Street

Post Office Box 53999, MS 8695
Phoenix, Arizona 85072-3999

Mr. David Berry

Western Resource Advocates
Post Office Box 1064
Scottsdale, Arizona 85252

Mr. Eric C. Guidry

Westermn Resource Advocates
2260 Baseline, Suite 200
Boulder, Colorado 80302

Ms. Amanda Ormond

The Ormond Group, LLC
7650 South McClintock Drive,
Suite 103-282

Tempe, Arizona 85284

Mr. Michael Grant
Gallagher & Kennedy

2575 East Camelback Road
Phoenix, Arizona 85016

Mr. C. Webb Crockett

Mr. Patrick J. Black

Fennemore Craig

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012
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Mr. Jerry Coffey

Mr. Erick Bonner

Ms. Rebecca Turner

Gila River Power, L.P.
702 North Franklin Street
Tampa, Florida 33602

Ms. Karen Haller

Southwest Gas Corporation
5421 Spring Mountain Road
Las Vegas, Nevada 89102

Mr. Paul R. Michaud

Michaud Law Firm, P.L.C.

46 Eastham Bridge Road

East Hampton, Connecticut 06424

Mr. Larry Killman

Greystone Environmental
8222 S. 48" Street, Suite 140
Phoenix, Arizona 85044-5353

Mr. Michael Patten

Ms. Laura Sixkiller

Roshka DeWulf & Patten

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Mzx. Dave Couture

TEP

Post Office Box 711
Tucson, Arizona 85702

Mr. Jerry Payne

Cooperative International Forestry
333 Broadway SE

Albuquerque, New Mexico 87102

Ms. Donna M. Bronski

Scottsdale City Attorney’s Office
3939 North Drinkwater Boulevard
Scottsdale, Arizona 85251
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Mr. Brian Hageman

Ms. Caren Peckerman

Mr. Richard Brill

Deluge, Inc.

4116 East Superior Avenue, Suite D3
Phoenix, Arizona 85040

Mr. Jay Moyes

Moyes Storey

1850 North Central Avenue, Suite 1100
Phoenix, Arizona 85004

Mr. Scott S. Wakefield

Mr. Stephen Ahearn

RUCO

1110 West Washington Street, Suite 220
Phoenix, Arizona 85007

Mr. John Wallace

Grand Canyon State Electric Cooperative
Association, Inc.

120 North 44™ Street, Suite 100

Phoenix, Arizona 85034

Mr. Clifford A. Cathers

Sierra Southwest Cooperative Services, Inc.

1000 South Highway 80
Benson, Arizona 85602

Ms. Jana Brandt

Ms. Kelly Barr

Salt River Project

PO Box 52025, MS PAB221
Phoenix, Arizona 85072

Mr. Dan Austin

Comverge, Inc.

6509 West Frye Road, Suite 4
Chandler, Arizona 85226

Mr. Theodore Roberts
Mr. Lawrence V. Robertson, Jr.
Post Office Box 1448
Tubac, Arizona 85646
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Mr. Troy Anatra

Comverge, Inc.

120 Eagle Rock Avenue, Suite 190
East Hanover, New Jersey 07936

Mr. Emest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Christopher C. Kempley
Chief Counsel

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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