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Comments of Western Resource Advocates
And Interest Energy Alliance

ACC Workshop on Resource Planning
(All Non-Procurement Issues)
Docket No. E-00000E-05-0_31

Fe brua ry 19, 2008

In the  resource  planning workshop held on January 11, 2008, Staff asked interested
parties  to submit comments  on specific issues  in deve loping a  resource  planning rule .
Weste rn Resource  Advoca tes  and the  Inte res t Energy Alliance  he reby submit the ir
comments  on the  following issues :l

•

•

•

•

•

•

Purpose  of the  plan ("plan de fined")
Applica bility of the  rule  ("a pplica bility")
S cope  of the  pla n ("e xplicit lis t")
Filing s che dule  ("filing inte rva l")
P la nning horizon ("fore ca s t horizon")
Commiss ion action ("approva l vs . acknowledgement")

Response toStaff Questions

Purpos e  of the  plan.
multiple  obje ctive s :

The resource  plan should choose a  mix of resources to pursue

re liably serve  the  demand for e lectric energy services
minimize  the  environmenta l impacts  of power production, including the  emiss ion
of greenhouse gases
effective ly manage  uncerta inty and risk associa ted with costs , environmenta l
impacts , load forecasts , e tc.

Other s ta tes  recognize  the  need to consider multiple  goa ls . For example , Colorado
revised its  resource  planning process  in December 2007 to re flect a  wider range  of
goals.2 The Commission shifted "from a 1east~cost standard to a  broader, more
subj ective  cons ide ra tion of multiple  crite ria  which will require  subs tantia lly more
Commiss ion involvement in the  re source  se lection process . This  crite ria  shift applie s
not only to DSM measures , but a lso to the  eva lua tion of a ll other resources ."3

1 Staffs  titles  for the issues  are shown in parentheses .

2 Colorado Public Utilities  Commiss ion Decis ion No. C07-l101.

3 Colorado PUC Decis ion No. C07-1101, pp. 3-4.
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In its  guide lines  for resource  plans , the  Arkansas  Public Service  Commiss ion
identified the  objectives  of a  resource  plan as  including "low cost, adequa te  and
re liable  ene rgy se rvice s , e conomic e fficiency; financia l integrity of the  utility,
comparable  considera tion of demand and supply resources , mitiga tion of risks ,
considera tion of environmenta l impacts , and consis tency with governmenta l
regula tions  and policie s . In mee ting the  objectives , the  utility should put itse lf in a
position to respond to anticipa ted economic conditions  and technologica l
advancements  and changes, including environmenta l requirements ."

New Mexico's  re source  planning rules  a re  intended to identify the  most cos t e ffective
resource  portfolio but the  rules  re flect an expansive  inte rpre ta tion of the  most cost
e ffective  re source  portfolio: "utilitie s  sha ll eva lua te  a ll fea s ible  supply and demand-
side resource options on a  consistent and comparable  basis, and take into
cons ide ra tion risk and unce rta inty (including but not limited to financia l, compe titive ,
re liability, ope ra tiona l, fue l supply, price  vola tility and anticipa ted environmenta l
regula tion)." Utilitie s  mus t cons ide r, among othe r things , exis ting and anticipa ted
environmenta l regula tions  and system re liability.5

Of course , costs  of resource  a lte rna tives  a re  critica l considera tions in deve loping a
plan. We recommend tha t resource  planning take  the  perspective  of socie ta l costs , as
opposed to utility revenue  requirements , and tha t lifecycle  costs  be  used.

However, it should not be  the  objective  of resource  planning to minimize  the  present
value of future  cost streams because of the  great uncerta inties about future  costs and
because  of the  incommensurability of the  multiple  factors  to be  cons ide red. With
regard to uncerta inty, foss il fue l prices  cannot be  re liably projected over the  long
run.6 Additiona lly, the  cos t of complying with future  greenhouse  gas  emiss ion
regula tions  is  highly unce rta in.7 with rega rd to incommensurability of fa ctors , it is
not poss ible  to meaningfully collapse  risk, environmenta l, re liability, and economic
issues  into a  s ingle  me tric. Attempts  to minimize  the  present va lue  of a  highly
uncerta in s tream of costs  would be  an exercise  in a rbitra ry number crunching and

4 Arkansas  Public Service Commiss ion, "Resource Planning Guidelines  for Electric Utilities ," no da te, p. 2.

5 17.7.3.9. G 1 and 2 NMAC and 17.7.3.6 NMAC.

The Energy Information Administration conducted a review of its forecasts and found that, for long-term
forecasts made from 1982 through 2006, the average absolute percent error (comparing forecasted prices
and actual prices) for coal prices paid by electric generating plants was about 47% and that for natural gas
wellhead prices was about 64% - both enormous forecasting errors. Energy Information Administration,
Annual Energy Outlook Retrospective Review: Evaluation of Projections in Past Editions (1982-2006),
DOE/EIA-0640(2006), 2007, Table 2. This inability to forecast prices indicates that future fuel prices are
highly uncertain. Commitments to new fossil fuel power plants automatically bring along a high degree of
cost risk over the life of the plant (50 years or more).

6

Carolyn Fischer and Richard Morgenstern, "Carbon Abatement Costs: Why the Wide Range of
Estimates?" The Energy Journal 27 (2006): 73-86.
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may dis tract from ga ining ins ight into the  multiple  factors  tha t bea r upon resource
se lection.

Therefore , we  recommend tha t Arizona 's  resource  planning rule  perta in to "resource
planning," not "least cost" planning, and tha t the  resource  planning rule  encompass
the  multiple  objectives  lis ted above .

Ap p lic a b ility. We recommend tha t the  resource  planning rule  perta in to a ll e lectric
utilitie s  subje ct to the  jurisdiction of the  Commiss ion, including rura l e le ctric
coopera tives . Filing requirements  of coopera tives  and small utilitie s  may be  a  subse t
of the  requirements  for la rge  inves tor owned utilitie s  in recognition of the ir sma lle r
s ize  and more  limited resources . Coopera tives  which have  most of the ir re ta il
customers located in another s ta te  should be  exempted from the  rule .

Scope of the  plan. Resource  plans should incorpora te  the  information and analyses
lis ted be low. The  plan documents  themse lves  should be  brie f and to the  point.

Summary of the  plan, including one  or more  load & resources  tables
Multiple  obje ctive s  of the  pla n
Summary of genera l industry conditions  a ffecting the  power sector
Description of the  public input process  used to develop the  plan (see  the
discuss ion in the  section on public pa rticipa tion, be low)
Load forecasts  and ana lysis  of uncerta inty of load forecasts , including the
effects  of wea ther, load forecas ts  should explicitly show the  e ffects  of energy
e fficiency programs
Existing resources, the ir costs  and opera ting characteris tics , and uncerta inties
about these factors
Dete rmina tion of resource  requirements
New resource  options , the ir projected cos ts , fue l sources , ava ilability,
e fficiency, dispa tchability, modula rity, othe r cha racte ris tics , and uncerta intie s
a bout these  factors

i. Re source  options  should e xplicitly include : e ne rgy e fficie ncy,
renewable  energy, combined heat and power (CHP), and emerging
advanced technologies such as those which reduce greenhouse gas
emissions and other pollutants

ii. Options  should include  transmiss ion and dis tribution needs  and take
account of losses

iii. Unce rta inty ana lys is  should focus  on extreme  outcomes , not sma ll
devia tions from measures  of centra l tendency, so as  to identify
vulne ra bilitie s

Reserves .
System re liability analyses (e .g., LOLP, unnerved energy, and analyses
pe rta ining to tra nsmiss ion a nd dis tribution re lia bility)
Environmenta l impacts  and uncerta intie s , including: a ir emiss ion quantitie s
(me tric tons  or pounds) and ra te s  (quantitie s  pe r Mwh) for ca rbon dioxide ,
sulfur dioxide , nitrogen oxides , mercury, pa rticula tes , and other a ir emiss ions

2.
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subj e t to current or future  environmenta l regula tion, and wa te r consumption
quantities and ra tes
Fuel price  forecasts  and uncerta inties  associa ted with future  costs
Capita l cost forecasts  and uncerta inties  associa ted with future  costs
Cos ts  of complying with exis ting and potentia l future  environmenta l
regula tions and uncerta inties  in these  costs
Other pertinent cost forecasts and associa ted uncerta inties
Risk management objectives and plans
Description of the  proposed plan and the  reasons for se lecting the  plan,
including a  schedule  for resource  acquis ition
Action plan for approva l/acceptance  by the  Commiss ion, the  action plan
applies  to actions  to be  taken during the  3 or 4 years  following Commiss ion
acceptance/approval of the  plan in furtherance  of the  approved plan.
Procurement plan for resources
Appendices  with technica l information, ana lyses , and da ta .

Filing s chedule . Resource  plans should be  tiled every three  years . To reduce  Staff' s
and the  Commission's  burden, plans could be  filed on a  s taggered basis  so tha t not a ll
utilitie s  would file  in the  sa me  ye a r. Utilitie s  could tile  upda te s  to pla ns  for
Commiss ion review if they propose  major changes  be tween triennia l filings . Maj or
changes include  those  involving materia l changes in costs , timing of resource
acquisition, or the  resources to be  acquired or not acquired.

5. Planning  horizon . Because  of the  long lead times for some resources, the  planning
horizon should be  20 years  with regard to the  addition of new resources . In order to
provide  a  fa ir picture  of resource  options , the  plan should take  into account the
life time  costs  of resource  options  considered for opera tion during the  planning
horizon.

Commis s ion ac tion. Resources  having major environmenta l benefits  or exhibiting
long te rm cos t s tability should be  encouraged by Commiss ion policy. For example ,
energy efficiency or new clean energy technologies , such as  centra l solar power with
storage  or fossil fue l technologies  with carbon dioxide  capture  and s torage , could play
an important role  in a  re source  plan. Additiona lly, policie s  to encourage
commercia liza tion of new technologie s  would bene fit socie ty. New and emerging
technologies are  unlikely to be  the  cheapest resource  available  a t the  time, and
traditiona l utility regula tion could disa llow recove ry of cos ts  in excess  of "marke t
cos ts ," the reby making ea rly adoption highly risky for utilitie s .

Therefore , components of resource  plans that incorporate  investments in resources
Mth ma jor environmenta l bene fits  or inves tments  which have  long te rm price
stability (e .g., due  to the  absence  of fue l costs) should be  given specia l considera tion
by the  Commiss ions

z The Commission has begun moving toward a policy of encouraging environmental improvements. In
Decision No. 69663, (p. 86), the Commission stated that "... APS should be proactive rather than reactive
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Of course , the  Commission must ba lance  the  need to encourage environmenta l
improvements , cos t s tability, and new technologies  with its  role  of protecting
ra tepayers  from manageria l misjudgments . Therefore , we  recommend tha t when
utilitie s  file  the ir re source  plans  to deploy environmenta lly beneficia l re sources  or
stably priced resources they be  permitted to request tha t the  Commission e ither:

b.

Pre-approve  cost recovery for environmenta lly beneficia l resources  or s tably
priced resources, contingent upon acceptable  project progress and operation as
reviewed regula rly by the  Commiss ion, or
Commit to a  ra te  of re turn premium (applied in subsequent ra te  cases) for
investments  in specific resources  tha t actua lly achieve  substantia l
environmenta l benefits  consistent with or exceeding prob ected environmenta l
benefits  or actua lly achieve  s table  costs .

The  Commission's  actions  should be  taken only a fte r conducting an evidentia ry
hea ring in which the  public has  an opportunity to provide  te s timony.

A time limit of 5 to 6 months  to comple te  processing a  resource  plan is  reasonable ,
including time  for S ta ff and inte rvenor te s timony, utility rebutta l, a  hea ring, and a
Commiss ion decis ion. This  time  limit can be  me t if e ach utility conducts  a
comprehensive  public input/advisory process  prior to and during the  prepara tion of its
resource  plan as  expla ined in the  section be low. A fas t tum-around time  can be
furthe r facilita ted if utilitie s  do not a ll file  the ir plans  in the  same  yea r.

Public Participation

Each utility should be  required to conduct a  public pa rticipa tion process  in the
development of its  resource  plans. Public input can enhance  the  crea tion of choices  and
may a llow for collabora tive  agreements  among the  utility and inte res ted pa rtie s . Public
input should be  "advisory," so tha t inte rested parties  and utilities  can have  a  dia logue  as
opposed to mere  presenta tion of the  public's  conce rns  without inte raction with the  utility.
Where  inte ractive  public pa rticipa tion occurs  during plan-making, utilitie s  and inte res ted
parties  can jointly identify be tte r ways to ana lyze  issues  and invent a  wider range  of
poss ible  solutions  to planning issues . Furthe r, public pa rticipa tion during the  plan-
making phase  can reduce  disputes  and misunderstandings afte r the  plan is  formally filed
a nd shorte n the  time  ne e de d to forma lly re vie w a  tile d pla n. The  Ne w Me xico IP  rule
provides for a  public advisory process .9

on issues of environmental improvement." In that order, the Commission authorized APS to establish an
account funded by a surcharge (the Environmental Improvement Surcharge) for funding mandatory or
voluntary environmental improvements, such as pollution reduction equipment on power plants.

17.7.3.9 H, NMAC. At lea s t one yea r prior to the filing da te  of its  IP , a  utility mus t initia te  a  public
advisory process  to provide information to and to receive input Hom the public regarding the development
of its  IP . The utility mus t provide notice to the interveners  in its  mos t recent genera l ra te case and to the
participants  in its  mos t recent renewable energy, energy efficiency and IP proceedings  a t leas t 30 days
prior to the firs t s cheduled IP  advisory meeting. The Commiss ion may des igna te a  facilita tor for the

9
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Conclusions

Arizona 's  re source  planning process  should incorpora te  the  following principles :

2.

The process  should inform the  Commission about resource  issues  prospective ly in
a  resource  plan, ra ther than after the  fact, when cost recovery is  requested in a  ra te
case  and when the  Commission can do little  to change  the  direction of resource
commitments .
Consis tent with this  Commission's  genera l practice , the  process  should be  a
public process , a llowing full pa rticipa tion by inte rvene rs . Citizens  of the  s ta te ,
ra tepayers , and other parties  with a  constnlctive  interest should have  the
opportunity to contribute  to the  process .
The process should encourage innovation and imagination and should go beyond
technica l ana lyses  of a  narrow se t of issues. Resource  commitments  have  long
term economic and environmental consequences and risks that should not be
passively accepted as the  cost of doing business.
The process should recognize  the  high degree  of uncerta inty about future  streams
of cos ts , e specia lly foss il fue l cos ts  and cos ts  of complying with environmenta l
regula tions . Resource  planning should the re fore  seek s tra tegies  to limit the
potentia l for bad outcomes by creating reasonable  hedges.
Resource  planning should be  a  flexible  and timely process  tha t re flects  rapidly
changing conditions and imminent resource  needs and opportunities .

Lastly, we  recommend tha t S ta ff consider comple ting a  dra ft rule  so tha t the  formal
Rulemaking process can begin by the  end of summer, 2008. To achieve this  schedule , we
recommend tha t S ta ff prepare  a  dra ft rule  within one  month, taking into account the
comments of the  parties to date , and that a  series of workshops be  held for the  parties to
hash out changes to the draft rule  .

process. The utility leads the process (as chairperson) but participants are allowed to place items on the
agenda. Meetings are open to the public. Topics to be discussed include load forecasts, evaluation of
existing resources, assessment of the need for additional resources, identification of resource options,
modeling and risk assumptions, the costs and attributes of potential resources, and the development of the
portfolio of resources.
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