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November 16, 2009

Enclosed please find Arizona Public Service Company's second set of comments regarding Commission
Staffs Proposed Rulemaking Regarding Resource Planning as filed on November 2, 2009.

RE:

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

If you should have any questions regarding the information contained herein, please call Mr. Jeff Johnson
at 602-250-2661 ,

LelandR. Snook

Sincerely,

LRS/dst

Attachments

Leland R. Snook
Director
State Regulation & Pricing

DRAFT RESOURCE PLANNING AND PROCUREMENT RULES
DOCKET no. RE-00000A-09-0249

Steve Oleo
Terri Ford

6682850473003
Fax 602-250-3003
email l,eIand.Snook@aps.com

UPEN EVIEETING AGENUA £T.';lvs

1. | '
'\.:~,_,

. ..

I X ...¢ L_. |

4"

U-
J . LI Q

Arizona Commotion Commission

m*
L 2 ¢ ".

E; Q
'Lf

¢
\ - 4

41
' s

A

Mail Station 9708
PO Box 53999
Phoenix, Arizona 85072-3999

8189

lllllllllllllllllllIIIII
00001 05064

"1
F 3

;

44

Cc:

g

8

4!
1

\ g



1 .

4 .

Arizona Public Service Company
Second Set of Comments Regarding

Draft Resource Planning and Procurement Rules
Docket No. RE-00000A-09-0249

1. INTRODUCTION

On November 2, 2009, Commission Staff issued its Proposed Rulemaking Regarding
Resource Planning, along with a draft Order and a revised draft of the Resource Planning
and Procurement Rules ("Draft Rules"). Arizona Public Service Company ("APS" or
"Company") reiterates the comments and redline edits it submitted on September 15,
2008 and September 18, 2009, and incorporates them by this reference. The following
comments address specific rule proposals and aim to enhance the effectiveness of the
proposed Draft Rules.

11. COMPANY'S POSITION

Resource planning is a critical component of providing adequate, reliable service to
customers. APS is supportive of the Commission's efforts to enact resource planning
rules because the Commission, by necessity, plays a critical role in the resource planning
decision¢ making process. APS also believes that the process by which stakeholders work
together to reach informed resource decisions that balance the overall costs and risks of
the resource portfolio must be unambiguous. Prior APS comments on the Draft Rules
addressed regulatory certainty and cost recovery as an important means of permitting the
utility to make necessary long-term commitments and allowing access to the financial
markets to raise the required capital. The following comments are intended to further
that goal, and also seek to align the utility and the Commission on a resource planning
process that ultimately facilitates the provision of cost-effective, reliable power to
Arizona customers.

111. RESOURCE PLANNING RULES

APS incorporates by reference each of its prior comments submitted in this docket and
elaborates in detail on five specific points regarding the current Draft Rules. First, it is
important to have a process to govern any instance in which the Commission does not
order an acknowledgment of a resource plan. Second, inclusion of only part of the
Renewable Energy Standard and Tariff ("REST") Rules could lead to conflicting
regulatory requirements and does not contain the same functionality as the REST Rules.
Third, the Draft Rules requirements that the utility's resource plan include an explanation
of the need for and purpose of "all expected new or refurbished transmission and
distribution facilities," including the capital costs and operating and maintenance costs, is
unnecessarily onerous and overlaps with other Commission processes, such as the
Biennial Transmission Assessment ("BTA"), and may require additional detail that is
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simply not available. Fourth, the procurement provision for short-term hedging should be
modified to reflect real world conditions. Finally, the procurement provisions of the
Draft Rules should clarify that they supersede and replace the Recommended Best
Practices for Procurement previously adopted by this Commission in Decision No. 70032
(December 4, 2007).

A. THE RESOURCE PLANNING PRocEss

The Draft Rules appear to recognize that the Commission's acknowledgment of a utility's
resource plan is a critical part of achieving alignment on future resource plans and is vital
to the utility's implementation of its resource plan and ability to make significant
financial commitments.

Section 704(B) of the Draft Rules states that "[t]he Commission shall order an
acknowledgement of a load-serving entity's resource plan if the Commission determines
that the resource plan complies with the requirements of this Article and that the load-
serving entity's resource plan is reasonable and in the public interest ...." However,
there are no provisions that identify what happens if the Commission determines that the
resource plan does not comply with the requirements of this Article or that the resource
plan is not reasonable and in the public interest.

Arizona utilities will be investing billions of dollars in resources in the coming years, and
will need some measure of regulatory certainty to do so. If the Commission determines
that the resource plan submitted does not warrant the "acknowledgment" provided in
R14-2-704(B), the rules should provide that the Commission shall issue, in a timely
manner, an order so noting and explaining the reasons why the plan filed fails to warrant
"acknowledgment" (either because of a technical deficiency in its filing or because the
plan submitted is not reasonable and in the public interest). As drafted, the Rules suggest
that a failure to acknowledge the plan means that the plan submitted is deficient in some
way, but provide no means by which the utility can ascertain how its plan should be
modified to meet the Rule's requirements. A utility needs to understand the deficiencies
in its resource plan before it makes significant long-temi financial commitments, which is
necessary with many infrastructure additions. This will also provide critical feedback
that can be used for subsequent plan filings.

Therefore, APS suggests that the Commission include a provision in section 704 that
addresses this feedback deficiency, such as the following:

G. If the Commission determines that the resource plan does not comply with the
requirements of this Article or that the resource plan is not reasonable and in the
public interest, then, by July 1 of each odd year, the Commission shall issue a
letter to the utility specifically describing why it is not issuing an order of
acknowledgement. The Commission shall provide the utility with a reasonable
opportunity to amend its resource plan to remedy any identified deficiencies.

s
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B. REST RULES REQUIREMENTS

The inclusion of only part of the REST Rules, in section 703(F), could lead to conflicting
requirements in the future and does not contain the same functionality as the REST rules.
T he R E S T  R u les  cont a in  ca r efu l ly  c r a f t ed  p r ovis ions  wi t h  s ever a l  s igni f ica nt
requirements that increase the use of renewable energy in Commission-regulated utilities'
portfolios. In addition,  the REST Rules provide the utility with increased regulatory
certainty and the cost recovery mechanisms necessary to carry out the requirements. No
such assurance of cost recovery or cost recovery mechanism is contained in the Draft
Rules.  Moreover,  the REST Rules were subject to their  own Rulemaking process and
included significant stakeholder  input.  Incorporating a discrete segment of the REST
Rules,  the char t  with tota l renewable energy requirements,  in the Draft  Rules could
negate the stakeholder input that was incorporated into the REST Rules.

•

•

•

Additionally, there could be confusion about the applicability of the renewable energy
requirements in the Draft Rules if the REST Rules are amended. If the REST Rules are
amended,  it  is unclear  which rule controls renewable energy requirements.  The Draft
Rules,  section 7()3(F),  suggest that the resource plan must include "renewable energy
resources so as to meet the greater  a l" the REST Rules or  the Draft  Rules,  however ,
several questions remain unresolved. For instance:

What if amendments to the REST Rules provide greater  requirements some
years and lesser  requirements in others? Should the utility a im to meet the
renewable resource requirement on a yearly basis or on a collective basis that
covers the 15-year span?
If the utility is required to meet the renewable energy requirements in the Draft
Rules,  is  it  s t ill bound by the other  requirements of the REST Rules when
preparing a resource plan?
What if definitions in the REST Rules change, do those new definitions apply
to the Draft Rules?
If the utility is required to meet the renewable energy requirements in the Draft
Rules, does it do so without the cost recovery provisions of the REST Rules?

•

Therefore, for the sake of clarity and efficiency, APS recommends that the Draft Rules
include a reference to the REST Rules, similar to their reference to the energy efficiency
rules.
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c. TRANSMISSION AND DISTRIBUTION

Sections 703(D)(l)(f) and (g) of the Draft Rules require utilities to include an explanation
of the need for  and purpose of  "a ll  expected new or  r efurbished t r ansmiss ion and
distribution facilities," including the capital costs and operating and maintenance costs.
Additionally, section 704(B) contains a reference to "the reliability of the transmission
gr id" a s  a  factor  tha t  the Commiss ion should cons ider  in determining whether  to
acknowledge the utility's resource plan. These requirements umiecessarily overlap with
the BTA process. In fact, the need and purpose of new transmission facilities, as well as
the reliability of the transmission grid, is an integral Part of the BTA process. Therefore,
something should be done to eliminate the overlap.

Further, distribution facilities could be construed to include all facilities used to distribute
power to customers, from individual 25 kV transformers, each serving several homes, to
distr ibution switches in 69 kV substat ions. The need for  distr ibut ion facilit ies are
dicta ted by specific requests  for  service as well as  overa ll growth in APS's  service
territory. It would, however, prove meaningless to require utilities to include distribution
facilities in the 15-year planning horizon of a resource plan. Utilities can usually reliably
identify some of the distr ibution facilit ies that will be necessary for  the next several
years, however, asking for a 15-year distribution plan is akin to asking where the dust
will settle after a windstonn. Utilities can generally predict the short-term requirements
of the distribution system, but it is difficult to predict exactly where geographic growth
pa t t er ns  wi l l  ma t er ia l ize s ever a l  yea r s  into t he fu tu r e,  r equ ir ing cor r esponding
modifica t ions  to the dis t r ibut ion sys tem. AP S ,  t her efor e,  r ecommends  t ha t  t he
Commission adopt language to limit this requirement to only transmission facilities that
are a necessary part of carrying out the resource plan - excluding distribution facilities.

D. PROCUREMENT ISSUE- RFP ExcEpT1ons

Section 705(B)(4) of the Draft Rules incorporates the Best Practices description of a
"planning horizon is two years or less" as one exception to the preference for RFPs. This
language lacks clarity in the procurement process. Does this refer to the duration of the
transaction? Clarification should be provided as to the meaning of this provision.

T he Dra f t  Rules  should a l low for  norma l commodity hedging for  procurement  of
resources with transaction terms of less than five years.  Wholesale power exchanges
provide the best opportunity to buy short-term power from a host of bidders with minimal
transact ion costs,  on a  competit ive basis. Currently,  APS utilizes well-established
hedging policies and procedures for energy acquisitions of less than five years duration.4
T he S et t l ement  Agr eement  i n  AP S ' s  2 0 0 3  R a t e  C a s e  t ha t  wa s  a dop t ed  b y  t he
Commiss ion,  in Decis ion No. 67744 (Apr il  7 ,  2005) ,  r ecognized these pract ica l
considerations of resource procurement as it defined "long-term resources" as five years
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or longer.1 Section 705(B)(4) of the Draft Rules could be interpreted to be in conflict
with reasonable and acceptable hedging practices.

Therefore, to ensure hedge transactions are included in the RFP exceptions, APS believes
that Section 705(B)(4) should be modified to read, "the term of the transaction is less
than five years."

E. PROCUREMENT ISSUE - BEST PRACTICES

The Draft Rules include recommended practices for procurement that differ slightly from
the Best Practices previously adopted by this Commission in Decision No. 70032. It was
anticipated that the "Recommended Best Practices for Procurement" would become part
of a rule, so APS recommends inclusion of the following provision:

D. These rules supersede and replace the Recommended Best Practices for
Procurement.

VI. CONCLUSION

The comments and changes recommended above, in addition to previously made
comments, are important as utilities plan to meet the future electricity needs of its
customers in a cost-effective manner. APS appreciates the opportunity to participate in
this process.

1 0; Decision No. 67744, p. 25 .
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COPY of the foregoing was mailed or emailed
this 16"' day ofNovember, 2009, to:

Jane Rodda
Arizona Corporation Commission
400 W. Congress
Tucson, AZ 85701Lyn F8II1T1€I`

Hearing Div i s ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Robert Amman
The Amman Group
6605 East Evening Glow
Scottsdale, AZ 85262

Ernest Johnson
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Dave Couture
Tucson Electric Power
P.O. Box 711
Tucson, AZ 85702

Terri Ford
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Mike Sheehan
Tucson Electric Power
P.O. BOX 711
Tucson, AZ 85702

Barbara Keene
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Dave Hutchins
Tucson Electric Power
P.O. Box 711
Tucson, AZ 85702

Janet Wagner
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Toby Vote
Tucson Electric Power
P.O. BOX 711
Tucson, AZ 85702

Robin Mitchell
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

David Berry .
Western Resource Advocates
P.O. Box 1064
Scottsdale, AZ 85252

Janice Alward
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Eric C. Guidry
Western Resource Advocates
2260 Baseline
Suite 200
Boulder, CO 80302

Amanda Ormond
The Orland Group, LLC
7650 S. McClintock Drive
Suite 103-282
Tempe, AZ 85284
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Michael Patten
Roshka DeWu1f & Patten
400 East Van Buren Street
Suite 800
Phoenix, AZ 85004

Jay Modes
Modes Sellers & Sims
1850 North Central Avenue
Suite l100
Phoenix, AZ 85004

Laura Sixkiller
Roshka DeWulf & Patten
400 East Van Buren Street
Suite 800
Phoenix, AZ 85004

John Wallace
Grand Canyon State Electric Cooperative
Association, Inc.
120 North 44th Street
Suite 100
Phoenix, AZ 85034

C. Webb Crockett
Fennemore Craig
3003 North Central Avenue
Suite 2600
Phoenix, AZ 85012

Dan Austin
Converge, Inc.
6509 West Frye Road
Suite 4
Chandler, AZ 85226

Patrick J. Black
Fennemore Craig
3003 North Central Avenue
Suite 2600
Phoenix, AZ 85012

Theodore Roberts
Samara Energy
101 Ash Street
H Q13D
San Diego, CA 92101

Jerry Payne
Cooperative International Forestry
333 Broadway SE
Albuquerque, NM 87102

Lawrence Robertson
Attorney at Law
2247 E. Frontage Road
Tubae, AZ 85646

Brian Hageman
Deluge, Inc.
4116 East Superior Avenue
Suite DO
Phoenix, AZ 85040

Beck Mayberry

Dynegy
1000 Louisiana Street
Suite 5800
Houston, TX 77702

Caren Peckerman
Deluge, Inc.
4116 East Superior Avenue
Suite DO
Phoenix, AZ 85040

Joseph M. Paul

Dynegy
1000 Louisiana Street
Suite 5800
Houston, TX 77702

Richard Brill
Deluge, Inc.
4116 East Superior Avenue
Suite DO
Phoenix, AZ 85040

Malcolm Hubbard
Harquahala
2530 North 91 st Avenue
Tonopah, AZ 85354
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Steve Bloch
Harquahala
6040 East Calle Del Media
Scottsdale, AZ 8525 l

Troy Anitra
Converge, Inc.
120 Eagle Rock Avenue
Suite 190
East Hanover, NJ7936Rebecca Turner

Entegra Power
100 S. Ashley Drive
Suite 1400
Tampa, FL 33602

Michael Grant
Gallagher & Kennedy
2575 East Camelback Road
Phoenix, AZ 85016

Ned Farquahar
Natural Resources Defense Council
1414 Camino Amparo NW
Albuquerque, NM 87107

Roger Clark
Grand Canyon Trust
2601 N. Fort Valley Road
Flagstaff, AZ 86002

Jerry Coffey
Gila River Power, L.P.
702 North Franklin Street
Tampa, FL 33602

Steven B Bennett
Deputy City Attorney
City Attorney's Office
3939 N. Drinkwater Blvd.
Scottsdale, AZ 85251Arthur N. Olson

Technology, Energy & Marketing Strategies
p.o. BOX 21446
Mesa, AZ 85277

Charlie Emerson
Manager of Technical Services
TRICO Electric Cooperative
8600 W. Tangerine Road
Mara fa, AZ 85653

Karen Haller
Southwest Gas Corporation
5421 Spring Mountain Road
Las Vegas, NV 89102 Greg Patterson

Arizona Competitive Alliance Power
916 W. Adams Street
Suite 3
Phoenix, AZ 85007

Jeff Schlegel
SWEEP
1167 West Samalayuca Drive
Tucson, AZ 85704

Paul R. Michaud
Michaud Law Firm, P.L.C.
46 Eastham Bridge Road
East Hampton, CN 6424

Daniel Pozefsky
RUCO
1110 West Washington Street
Suite 220
Phoenix, AZ 85007

Stan Barnes
Cooper State Consulting Group
3033 North Central Avenue
9th Floor
Phoenix, AZ 85012

Jodi Jerioh
RUCO
1110 West Washington Street
Suite 220
Phoenix, AZ 85007
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Sean Seitz
President
Arizona Solar Energy Industries Association
3008 North Civic Center Plaza
Scottsdale, AZ 8505 l

Erick Brenner
Entegra Power
100 S. Ashley Drive
Suite 1400
Tampa, FL 33602

Clifford A. Cithers
Sierra Southwest Cooperative Services, Inc.
1000 South Highway 80
Benson, AZ 85602

Jana Brandt
Salt River Project
P.O. Box 52025
MS PAB221
Phoenix, AZ 85072

Leesa Nayudu
Sempra Energy
101 Ash Street
San Diego, CA 92101

Kelly Barr
Salt River Project
P.O. Box 52025
MS PAB221
Phoenix, AZ 85072

Dale Fredericks
DG Power
P.O. Box 4400
Walnut Creek, CA 94596

Peter Q. Nice, Jr.
General Attorney - Regulatory Office
Department of the Army
901 North Stuart Street
Arlington, VI 22203

Jim Hinrichs
Dynegy
1210 Savoy Street
San Diego, CA 92107

Dan Neidlinger
Neidlinger & Associates
3020 North 17th Drive
Phoenix, AZ 85015

David Getts
Southwestern Power
3610 n. 44th Street
Suite 250
Phoenix, AZ 85018

Nicholas J. Enoch
Lubin & Enoch, PC
349 North Fourth Avenue
Phoenix, AZ 85003

Tom Wray
Southwestern Power
5334 E. Camelback Road
Suite B175
Phoenix, AZ 85018

Christopher Hitchcock
Law Offices of Christopher Hitchcock
P.O. Box AT
Bisbee, AZ 85603

Tom Jenkins
Harquahala
2530 North 91st Avenue
Tonopah, AZ 85354

Timothy Hogan
Arizona Center for Law in the Public Interest
202 East McDowell Road
Suite 153
Phoenix, AZ 85004
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Michael L. Kurtz
Boehm, Kurtz & Lowry
36 East Seventh Street
Suite 1510
Cincinnati, OH 45202

Dennis Hughes
Navopache Electric Cooperative, Inc.
1878 West White Mountain Blvd.
Lakeside, AZ 85929

Kurt J. Boehm
Boehm, Kurtz & Lowry
36 East Seventh Street
Suite 1510
Cincinnati, OH 45202

Tyler Carlson
Mohave Electric Cooperative, Inc.
Post Office Box 1045
Bullhead City, AZ 86430

Cynthia Zwick
1940 East Luke Avenue
Phoenix, AZ 85016

Michael Curtis
Curtis, Goodwin, Sullivan, Udall & Schwab, PLC
501 East Thomas Road
Phoenix, AZ 85012

William P. Sullivan
Curtis, Goodwin, Sullivan, Udall & Schwab, PLC
501 East Thomas Road
Phoenix, AZ 85012

Larry Killian
Greystone Environmental
8222 South 48th Street
Suite 1400
Phoenix, AZ 85044

Donna M. Bronski
Scottsdale City Attorney's Office
3939 N. Drinkwater Blvd.
Scottsdale, AZ 85251

Jason Gellrnan
Roshka DeWu1f & Patten, LLC
400 East Van Buren Street
Suite 800
Phoenix, AZ 85004

Philip Dion
UniSource Energy Corporation
One South Church Avenue
Suite 200
Tucson, AZ 85701
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