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Harpring. The recommendation has been filed in the form of an Opinion and Order on:

RULEMAKH\IG
(AMEND TITLE 14, CHAPTER 2, ARTICLE 7)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions
with the Commission's Docket Control at the address listed below by4:00p.m. on or before:

MAY 17, 2010

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Open Meeting to be held on:

MAY 26, 2010 and MAY 27, 2010
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KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

DOCKET NO. RE-00000A-09-0249

DECISION NO.

IN THE MATTER OF THE NOTICE OF
PROPOSED RULEMAKING REGARDING
RESOURCE PLANNING.

OPINION AND ORDER

March 4, 2010

Phoenix, Arizona

Sarah N. Harpring

Kristin K. Mayes, Chairman

DATE OF HEARING:

PLACE OF HEARING:

ADMINISTRATWE LAW JUDGE:

IN ATTENDANCE:

APPEARANCES: Charles Hains, Staff Attorney, Legal Division, on behalf
of the Utilit ies  Division of the Ar izona Corpora t ion
Commission.

BY THE COMMISSION:

This matter is a Rulemaking to amend Arizona Administrative Code ("A.A.C.") Title 14,

Chapter 2, Article 7, "Resource Planning," by revising the title for the Article, revising the current

rules for definitions, applicability, reporting requirements, and Arizona Corporation Commission

("Commission") review of resource plans, and adding new rules for procurement and independent

*** ****

monitor selection and responsibilities.

* * *

Having considered the entire record herein and being fully advised in the premises,  the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

Background and Process for this Rulemaking

l . In Decision No.  56180 (October  14,  1988),  as amended by Decision No.  56313

(January 12, 1989), the Commission adopted rules for electric utility integrated resource planning
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2.

providing electric energy services by improving long range planning and by establishing Commission

review of utilities' long range plans."

The current [RP rules require an electric utility with generating facilities to submit

historical data every year and a 10-year resource plan every three years and provide for a

Commission hearing to determine the degree of consistency between the filings and analyses

conducted by the Commission's Utilities Division ("Staff") and the information provided by other

parties. The current IP rules provide that the Commission may consider its consistency

determination in its review of financing applications, rate cases, and other matters in which the

supply of or demand for energy services is a significant factor.

3. In Decision No. 58643 (June l, 1994), the Commission considered utilities' 1992

resource plans and made the following Findings of Fact regarding the purpose and goal of TRP:

The purpose of IP is to minimize the total societal cost of meeting the
demand for electric energy services giving due consideration to ratepayer
impacts, utility financial health and economic growth within a utility's
service area.

The goal of resource planning be achieved by finding the mix ofcan
supply and demand side resources that minimize society's costs.1

4. While the current IP rules, by their language, apply to all Commission-regulated

electric utilities that operate or own generating facilities, they have been implemented so as to apply

only to Arizona Electric Power Cooperative ("AEPCO"), Arizona Public Service Company ("APS"),

UNS Electric, Inc. ("UNS") (previously Citizens Utilities Company ("CUC")), and Tucson Electric

Power Company ("TEP"). The Salt River Project Agricultural Improvement and Power District

("SRP") has voluntarily submitted information under the current IP rules.

5. In Decision No. 60385 (August 29, 1997), the Commission vacated the hearing for the

Commission to consider utilities' 1995 resource plans, which hearing had previously been continued.

2
1 Decision No. 58643 at 56.

CUC's gas and electric assets and Certificates of Convenience and Necessity were transferred to UniSource Energy
Corporation, the ultimate parent of UNS Electric, Inc., in Decision No. 66028 (July 3, 2003).
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resource plans. The Commission further ordered an IP Task Force, established pursuant to an

earlier Procedural Order, to continue meeting to work on modifying the current IP rules to better

meet future needs in the competitive electricity marketplace.4 The suspension of the specific portions

of the current IP rules was extended until Nulther order of the Commission pursuant to a Procedural

Order issued on March 15,1999, which left intact the requirement for utilities to file annual historical

data_5

6. In Decision No. 67744 (April 7, 2005), pertaining to APS ratemaking, the

Commission approved a settlement agreement that required Staff to hold workshops on resource

planning issues and provided that the workshops could be followed by Rulemaking, if necessary. The

workshops were to be open to all stakeholders and the public, were to focus on developing needed

infrastructure and a flexible, timely, and fair competitive procurement process, and were to consider

whether and to what extent competitive procurement should include consideration of a diverse

portfolio of purchased power, utility-owned generation, renewables, demand-side management

("DSM"), and distributed generation.

7.

8.

Workshops on resource planning were held on July 6, 2005, and August 24, 2005.

In April, May, and July 2007, Staff held resource planning workshops for competitive

Written comments on competitive procurement issues were filed by eightprocurement issues.

which six entities filed comments.

entities. Staff issued a Draft Staff Report on Competitive Procurement Issues in October 2007, to

Staff then issued a Final Staff Report on Competitive

Procurement Issues in November 2007, recommending that the Commission adopt Recommended

3 The portions of the current IP rules suspended were A.A.C. R14-2-703(A)(2), R14-2-'703(A)(4)-(9), R14-2-703.(c)-

(1=>, and R14-2-704.
4 The hearing on the 1995 resource plans had been stayed pending proposed Staff modifications to the current IP
rules that were spurred by changes in the electric industry, including changes expected to result from the Commission's
adoption of retail electric competition rules in Decision No. 59943 (December 26, 1996). AEPCO, APS, CUC, TEP,
SRP, and the Residential Utility Consumer Office ("RUCO") had all indicated to the Commission that the current IP
rules needed to be either revised or repealed in light of impending electric industry competition, die passage of the retail
electric competition mies, and other changes in the industry. Staff agreed that the 1995 resource plans had been prepared
without full consideration of the retail electric competition rules or impending competition.
5 The Procedural Order was issued in Docket No. E-00000A-95-0506.
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No. 70032.

9. On April 26,  2007,  Staff issued a  list  of questions on non-procurement resource

planning issues along with a request for written responses from interested parties. Thirteen entities

tiled responses. A workshop was held on June 22, 2007. Additional workshops on non-procurement

resource planning issues were held in January, August, and October 2008.

10. On August 29, 2008, Staff distributed to interested parties a first draft of revisions to

the current IP rules,  which included both the BPPs and provisions for  the consideration of fuel

diversity and efficiency of generation resources.

l l . On October 3, 2008, Staff distributed to interested parties a second draft of revisions

t o t he cu r r ent  IP  r u les . Comments  were received from APS,  Grand Canyon Sta te Electr ic

Cooperative Association ("GCSECA"), the Mesquite Group, TEP and UNS, and Western Resource

Advocates ("WRA") .

12. On May 19, 2009, Staff filed a memorandum requesting to have a docket opened for a

proposed nulernaking regarding resource planning. As a result, this docket was opened.

13. On September 4, 2009, Staff distributed to interested persons and filed in this docket a

third draft of revisions to the current IP rules. Comments were filed by AEPCO, APS, GCSECA on

behalf of the electric cooperatives, TEP and UNS, and WRA.

14. On November 2, 2009, Staff filed in this docket a Memorandum recommending the

tiling of a Notice of Rulemaking Docket Opening ("NRDO") and a Notice of Proposed Rulemaldng

("NPRM")  to r evise t he cur r ent  IP  r u les ,  a long with a ddi t iona l  p r ocedur a l  dea dl ines  a nd

requirements. Along with the Memorandum, Staff included a Proposed Order and a fourth draft of

revisions to the current IP rules ("fourth draft"), for Commission consideration at an Open Meeting.

Per Staffs Memorandum, the fourth draft incorporated some of the comments received regarding the

third draft of revisions to the current IP rules.

15. The Proposed Order came up for discussion at the Commission's Open Meeting on

November  20,  2009,  and was continued for  discussion a t  the Commission's  Open Meeting on
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2 16.

3

4

5

6

7

8 17.

10 18.

11

12

13

14

15

1 December 7, 2009, at which it passed, with amendments.

Decision No. 71435 (December 15, 2009) directed Staff to prepare and file with the

Office of the Secretary of State, for publication in the Arizona Administrative Register no later than

January 15, 2010, an NRDO and an NPRM that included the text of the draft mies included as

Exhibit A to the Decision.6 The Decision also ordered the Hearing Division to hold an oral

proceeding on the NPRM on March 4, 2010, established dates for the submission of comments, and

established other procedural deadlines and requirements.

On January 8, 2010, the NRDO and NPRM were published in the Arizona

9 Administrative Register. The NPRM is attached hereto and incorporated herein as Exhibit A.

The NPRM proposes to revise the current liP rules by amending the title for Article 7

and Sections A.A.C. R14-2-701 through R14-2-704 ("Rules 701 through 704") and adopting new

Sections for procurement and independent monitor selection and responsibilities in Sections A.A.C.

R14-2-705 and R14-2-706 ("Rules 705 and 706"). The most significant differences between the

current IP rules and the proposed IP rules published in the NRPM ("proposed IP rules") are that

the proposed IP rules:

16 load-serving entities, defined

17

18

Apply only to as those public service

corporations that provide electricity generation service and operate or own, in

whole or in part, a generating facility or facilities with capacity of at least 50

19 megawatts combined,

Delete numerous demand-side data fields from historical data filing20

21

22

23

requirements,

Change the forecasting and planning horizon from 10 years to 15 years,

Require submission of forecasts, analyses, and plans (other than the work plan)

24

25

every even year rather than every 3 years,

Require load-serving entities to submit data regarding air emissions, water

26 consumption, and tons of coal ash produced,

27

28 The fourth draft was revised during the Open Meeting through amendments.6

b.

a.

c.

d.

e.
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g.

i.

ii.

i11.

environmental factors and reduction of water consumption and to address the

costs for compliance with current and prob ected environmental regulations,

Require that a 15-year resource plan:

Address energy efficiency so as to meet Commission requirements,

Include renewable energy resources so as to meet the Annual

Renewable Energy Requirement in A.A.C. R14-2-1804 or a specified

annual percentage, and

Include distributed generation energy resources so as to meet the

Distributed Renewable Energy Requirement in A.A.C. R14-2-l805 or a

h.

i.

j.

specified annual percentage,

Require submission every odd year of a work plan that outlines the 15-year

resource plan (due the next year) and sets forth the load-serving entity's

method for assessing potential resources, the sources of its current

assumptions, and a general outline of die procedures it will follow for public

input,

Address the use of confidentiality agreements to protect confidential business

data or electricity inNastnucture information required to be submitted under the

proposed IP rules,

Establish a deadline for Staff to file a report including its analysis and

conclusions regarding the plans and analyses filed by load-serving entities,

Establish a deadline for the Commission to issue an order eitherk.

1.

acknowledging a load-serving entity's resource plan or stating the reasons for

not acknowledging the resource plan,

Require the Commission, in considering a resource plan, to consider additional

factors,

m. Make a Commission hearing on a resource plan discretionary, allow for a
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n.

O.

Require the Commission to consider a load-serving entity's historical data,

analyses, and plans when evaluating the load-serving entity's performance in

rate cases and other proceedings,

Allow a load-serving entity to file for approval of specific resource planning

p.

q,

actions,

Allow a load-serving entity to tile an amendment to an acknowledged resource

plan if conditions or assumptions change materially,

Establish requirements for load-serving entity procurement methods for the

wholesale acquisition of energy, capacity, and physical power hedge

r.

s.

19.

21.

22.

transactions,

Require a load-serving entity to engage an independent monitor to oversee all

request for proposal ("RFP") processes for procurement of new resources, and

Establish a process for selecting an independent monitor, provisions for

payment of independent monitor costs and potential recovery of those costs,

and responsibilities of an independent monitor.

On January 15, 2010, Staff filed an Economic, Small Business, and Consumer Impact

Statement ("ElS"). The ElS is attached hereto and incorporated herein as Exhibit B.

20. On February 16, 2010, WRA filed comments on the proposed IP rules.

On March 2, 2010, Staff filed Staff's Response to Written Comments in this matter,

which is attached hereto and incorporated herein as Exhibit C-1 .

On March 4, 2010, an oral proceeding on the proposed [RP rules was held at the

Commission's offices in Phoenix, Arizona. Staff appeared through counsel, provided a statement

summarizing the purpose of the proposed IP rules, and provided Staff's analysis of the applicability

to this Rulemaking of Laws 2009, Chapter 7, § 28 (lTd Special Session) ("Moratorium"). Staff also

answered a number of questions from the presiding officer related to the language of the proposed

IP rules. Interest Energy Alliance provided public comment in support of the Rulemaking, and
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23. On April 1, 2010, Staff filed Staff' s Response to Oral Comments in this matter, which

is attached hereto and incorporated herein as Exhibit C-2. Staff included several recommendations

for clarifying changes to the language of the proposed [RP rules. In addition, Staff asserted that it is

not necessary to make any revisions to the ElS filed on January 15, 2010.

Authoritv for this Rulemaking

24. The Commission possesses the authority to engage in Rulemaking under both its

25.

constitutional authority and its statutory authority endowed by the legislature. In the NPRM, Staff

cited both constitutional authority and statutory authority for this rulernakings

Article 15, § 3 of the Arizona Constitution ("Art. 15, § 3") provides, in pertinent part:

The Corporation Commission shall have full power to, and shall, prescribe
just and reasonable classifications to be used and just and reasonable rates
and charges to be made and collected, by public service corporations
within the State for service rendered therein, and make reasonable rules,
regulations, and orders, by which such corporations shall be governed in
the transaction of business within the State . and make and enforce
reasonable rules, regulations, and orders for the convenience, comfort, and
safety, and the preservation of the health, of the employees and patrons of

such corporations.

26.

The Arizona Supreme Court has declared that this constitutional provision gives the Commission

exclusive authority to establish rates and to enact rules that are reasonably necessary steps in

ratemaking and, fiirther, that deference must be given to the Commission's determination of what

regulation is reasonably necessary for effective ratemaking.9

As is discussed further below, the Commission finds that the proposed IP Rules are

reasonably necessary for effective ratemaking and thus that this Rulemaking is wholly authorized

7 The two individuals, a married couple who are SRP customers, were informed that the Commission also has a
pending rulemaldng for electric energy efficiency rules and were provided with the NPRM for that Rulemaking, for which

the oral proceeding was scheduled on March 5, 2010.
s Specifically, Staff cited the following: Arizona Const. Art. 15, § 3; A.R.S. §§ 40-202, 40-203, 40-321, 40-322, 40-

281, and 40-282.
9 Arizona Corporation Comm 'n v. Woods, 171 Ariz. 286, 294 (1992) ("Woods") (concluding that the Commission had
the authority under its constitutional ratemaldng power to enact its Affiliated Interest rules, because they are reasonably
necessary for raternaking, and giving deference to the Commission's determination of what regulation is reasonably

necessary for effective ratemaldng).
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DOCKET no. RE-00000A-09-0249

1 under Art. 15, § 3. However, without waiving its position that this Rulemaking is wholly authorized

2 by Art. 15, § 3, the Commission also sets forth herein its statutory authority, and its additional

3

4 27.

5

constitutional authority, for this Rulemaking.

A.R.S. § 40-202(A) provides: "The commission may supervise and regulate every

public service corporation in the state and do all things, whether specifically designated in this title or

6 in addition thereto, necessary and convenient in the exercise of that power and jurisdiction." This

7

8

9

10

11

12

language, although very broad, has been interpreted by the Arizona Supreme Court as bestowing no

additional powers on the Commission other than those already granted by the Arizona Constitution or

specifically granted elsewhere by the legislature, although the Court acknowledged that it also

provides the Commission the authority to do those things necessary and convenient in the exercise of

the powers so granted.10

A.R.S. § 40-203 states:28.

13

14

15

16

When the commission finds that the rates, fares, tolls, rentals, charges or
classifications, or any of them, demanded or collected by any public
service corporation for any service, product or commodity, or in
connection therewith, or that the rules, regulations, practices or contracts,
are unjust, discriminatory or preferential, illegal or insufficient, the
commission shall determine and prescribe them by order, as provided in
this title.

17
29. A.R.s. §40-321(A) states:

18

19

20

21

When the commission finds that the equipment, appliances, facilities or
service of any public service corporation, or the methods of manufacture,
distribution, transmission, storage or supply employed by it, are unjust,
unreasonable, unsafe, improper, inadequate or insufficient, the
commission shall determine what is just, reasonable, safe, proper,
adequate or sufficient, and shall enforce its determination by order or
regulation.

22

23
30. A.R.S. §40-322(A) states, in pertinent part:

24

25

26

The commission may:

1. Ascertain and set just and reasonable standards, classifications,
regulations, practices, measurements or service to be furnished and
followed by public service corporations other than a railroad.

2. Ascertain and fix adequate and serviceable standards for the
2 7

10

28 11
Southern Pacy'ic Co. v. Arizona Corp. Comm 'n, 98 Ariz. 339, 348 (1965).
A.R.S. §40-203 (emphasis added).
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1

2

3

measurement of quantity, quality, pressure, initial voltage or other
condition pertaining to the supply of the product, commodity or service
furnished by such public service corporation.

3 Prescribe reasonable regulations for the examination and testing of the
product, commodity or service and for the measurement thereof.

4 31.

5

6

8

9

10 32.

11

12

13

14

15

A.R.S. §§ 40-281 and 40-282 require a public service corporation to obtain a

Certificate of Convenience and Necessity ("CC&N") from the Commission before constructing any

plant or system, prohibit a public service corporation from exercising any right or privilege under a

7 franchise or permit without first obtaining a CC&N, and authorize the Commission to attach to the

exercise of rights under a CC&N such terms and conditions as the Commission deems that the public

convenience and necessity require. (See A.R.S. §§ 40-28l(A), (C), 40-282(C).)

The Commission has authority for this Rulemaking, both constitutional and statutory,

specifically with regard to requiring public service corporations to file information with the

Commission. Article 15, § 13 of the Arizona Constitution provides: "All public service corporations

... shall make such reports to the Corporation Commission, under oath, and provide such infonnation

concerning their acts and operations as may be required by law, or by the Corporation Commission."

In addition, A.R.S. § 40-204(A) states:

16

17

18

19

Every public service corporation shall furnish to the commission, in the
form and detail the commission prescribes, tabulations, computations,
annual reports, monthly or periodical reports of earnings and expenses,
and all other information required by it to carry into effect the provisions
of this title and shall make specific answers to all questions submitted by
the commission. If a corporation is unable to answer any question, it shall
give a good and sufficient reason therefor.

21

22 33.

23

20 These provisions grant the Commission authority to require a public service corporation to provide

reports concerning both past business activities and nature p1ans.12

In addition, by its plain language, Art. 15, § 3 grants the Commission authority to

regulate public service corporations in areas other than raternaking, specifically authorizing the

24 Commission to "make and enforce reasonable rules, regulations, and orders for the convenience,

comfort, and safety, and the preservation of the health, of the employees and patrons of [public25

26

27

28
12 Arizona Pub. Serv. Co. v. Arizona Corp. Comm 'n, 155 Ariz. 263 (App. 1987), approved in part, vacated in part, 157
Ariz. 532 (1988).
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34. At the oral proceeding for this Rulemaking, Staff explained:

The purpose of resource planning is for load-serving entities to meet the
electric needs of their customers by choosing the best mix of resources
with input 80m stakeholders in a transparent process, with consideration
of reliability,  deliverability,  cost ,  environmental impacts,  r isk,  other
utilities' plans, and public policy. The proposed rulemaldng would update
the existing resource planning rules and add sections on procurement and
on independent monitor selection and responsibilities.14

35. Regula t ing elect r ic  u t i l i t ies '  r esource po1t folios15 is  an essent ia l  pa r t  of  the

Commission's efforts to meet its constitutional obligation to "prescribe just and reasonable rates and

charges to be made and collected . by public service corporations within the State for service

rendered therein"16 because a utility's resource portfolio largely dictates its physical assets and

exp senses ,

36. The public service corporations that currently meet the definition of "load-sewing

entity" are AEPCO, APS, UNS, and TEP, all of whom are electric utilities subject to the current TRP

rules, and none of whom are small businesses.

The37. Ar izona  cur rent ly has a  monopoly market  s t ructure for  electr ic ut ilit ies .

Commission generally sets rates for the electric utilities using the following formula: (Rate Base X

Rate of Return) + Expenses = Revenue Requirement. "Rate Base" is the dollar value of the physical

assets prudently acquired and used and useful in the provision of utility service. "Rate of Return" is

the authorized return on the utility's rate base and is expressed as a percentage. "Expenses" are the

reasonable and prudent costs of service that cannot be capitalized, such as purchased power costs,

fuel costs, salaries, and taxes. The resulting "Revenue Requirement" is the amount that a utility is

author ized to collect  from it s  customers  through it s  r a tes  and tha t  the ra tes  adopted by the

Thus,  the rates that a  utility is authorized to charge itsCommission are designed to produce.

in Ariz. Const., Art. 15, § 3. The Commission is aware of Arizona Corp. Comm 'n v. Pacu'ic Greyhound Lines, 54 Ariz.

159 (1939) ("Pacy'ic Greyhound") and its progeny.

14 Tr. at 4.
15 A utility's resource portfolio is the collection of assets or obligations used to generate electricity or procure electricity

in the wholesale market.
is See Ariz. Const., Art. 15, § 3, Decision No. 69127 (November 14, 2006).

DECISION no.

DOCKET no. RE-00000A-09-0249

service] corporations."131

2

3

4

5

6

7

8

9

10

1 3

14

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27

28

Rationale for the Rulemaking



to meet peak load and the costs of the fuel sources used to generate electricity).

38. recover the costs of compliance with theIf load-serving entities are permitted to

revised IP rules through ratemaking (because the costs of compliance are included as reasonable and

prudent expenses), the load-serving entities' revenue requirements will be impacted.

39. The increased generation source diversity required in load-serving entities' long-term

resource plans under the revised IP rules will impact the load-sewing entities' rate base (as a result

of decisions regarding whether to build additional plant, how much, and of what type) and the load-

serving entities' expenses (likely by lowering costs through decreased reliance on volatile and

40.

uncertain fossil-iiuel based generation and increased use of more stable fuel sources) and should result

in long-term cost savings to the load-sewing entities and thus to their customers because of decreased

reliance on volatile fossil-fuel based generation and increased reliability and cost stability.

The increased generation source diversity required in load-serving entities' long-term

resource plans, and the requirement for load-serving entities to consider and address environmental

and water consumption, should result in benefits to theimpacts, such as air emissions, coal ash,

public at large that cannot be adequately quantified at this time.

41. Because the procurement process set forth in the rules is generally consistent with the

BPPs previously adopted by the Commission, the procurement process should not result in a

significant change in costs to load-serving entities.

42. In the Decision adopting the Renewable Energy Standard and Tariff Rules ("REST

Rules")17 (which require affected utilities" to satisfy an annual renewable energy requirement by

obtaining renewable energy credits from eligible renewable energy resources and to satisfy a

from distributeddistributed renewable energy requirement by obtaining renewable energy credits

renewable energy resources), the Commission made the following specific findings, which we affirm

herein:

17 The REST Rules are codified at A.A.C. R14-2-1801 through Rl4~2-1815.
18 An affected utility is a public service corporation serving retail electric load 111 Arizona that is not a utility
distribution company with more than half of its customers located outside of Arizona. (A.A.C. R14-2-1801 .)
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b.

c.

d.

Electric utilities need to add new generation resources to their portfolios to

meet load growth and ensure adequate service to customers,

Electric utilities' generation portfolios lack adequate and sufficient diversity to

promote and safeguard the security, convenience, health, and safety of their

customers and the Arizona public ,

Renewable energy sources rely on free energy or very low-cost energy, are less

polluting than conventional energy sources, and are not subject to the same

price fluctuations and transportation disruptions as are conventional fossil fuel

e.

energy sources,

Continued reliance on fossil fuel generation resources without the addition of

renewable generation resources is inadequate and insufficient to promote and

safeguard the security, convenience, health, and safety of electric utilities'

customers and the Arizona public and is thus unjust, unreasonable, unsafe, and

f.

improper,

It is just, reasonable, proper, and necessary to require a diverse fuel supply for

Arizona's electricity needs in order to reduce reliance on fossil fuel energy

sources in Arizona and promote and safeguard the security, convenience,

health, and safety of electric utilities' customers and the Arizona public,

Electric service provided from renewable resources is in the public interest,g.

and

h. It is just, reasonable, proper, and necessary for the Commission to require

electric utilities to include a minimum amount of renewable resources in their

energy portfolios in order to reduce air pollution emissions and their associated

external costs and to promote and safeguard the security, convenience, health,
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and safety of their customers and the Arizona public."

The proposed IP rules are designed to ensure that the costs and rates for electric

service over the long-run are just and reasonable, that electric service to Arizona customers is

adequate and reliable, and that adverse environmental impacts from fossil-fuel generation are

minimized to the extent feasible. The proposed TRP rules will accomplish this by requiring load-

serving entities to engage in long-tenn resource planning, to factor adverse environmental impacts

and energy efficiency into their planning processes, to consider using a wide range of resources

within their resource portfolios to promote fuel and technology diversity within their resource

portfolios, to diversify their energy resource portfolios by meeting established standards for

renewable energy resources and distributed generation energy resources, and to use procurement

processes based on the BPPs adopted in Decision No. 70032. To ensure that the Commission is kept

informed and is able to monitor load-serving entities' resource planning processes, the proposed IP

rules also require the load-serving entities to continue submitting historical data to the Commission

and to submit projections, work plans, and action plans to the Commission. The proposed IP rules

are the progeny of a long line of rate-regulating rules and regulations, are reasonably necessary for

effective ratemaking and for the convenience, comfort, safety, and preservation of health of the

patrons of load-serving entities, and will result in the adoption of just, reasonable, safe, proper,

adequate, and sufficient standards for load-serving entities' resource plans.

19 Rulemaldng Requirements

20 44.

21

22

23

24

A.R.S. § 41-l057(2) exempts Commission rules from A.R.S. Title 41, Chapter 6,

Article 5, pertaining to review and approval of rulemakings by the Governor's Regulatory Review

Council, but requires the Commission to "adopt substantially similar rule review procedures,

including the preparation of an economic impact statement and a statement of the effect of the rule on

'small business."

A.R.S. § 4l-l022(E) provides that if, as a result of public comment or internal review,

26 an agency determines that a proposed rule requires substantial change pursuant to A.R.S. § 41-1025,

25 45.

27

28 See Decision No. 69127 at 54-55.19
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46. A.R.S. § 41-1025 provides that an agency must consider all of the following in

determining whether changes to a rule constitute a substantial change from the rule as proposed:

1. The extent to which all persons affected by the rule should
have understood that the published proposed rule would affect their
interests.

2. The extent to which the subject matter of the rule or the
issues determined by that rule are different from the subject matter or
issues involved in the published proposed rule.

3. The extent to which the effects of the rule differ from the
effects of the published proposed rule if it had been made instead.20

47.

48.

49.

A.R.S. § 41-1044 requires the Attorney General to review rules that are exempt

pursuant to A.R.S. § 41-1057 as to font and whether the rules are clear, concise, and understandable,

within the power of the agency to make, within the enacted legislative standards, and made in

compliance with appropriate procedures.

Although Commission rules generally are subject to review and certification by the

Attorney General under A.R.S. § 41-1044 before they become effective, Commission rules

promulgated pursuant to the Commission's exclusive constitutional ratemaking authority need not be

submitted to the Attorney General for ce1tification.21 However, a single Rulemaking may contain both

rules that require Attorney General certification and rules that do not because they are made under the

Commission's constitutional ratemaking authority."

The Moratorium provides that for fiscal year 2009-2010, an agency shall not conduct

any Rulemaking that would impose increased monetary or regulatory costs on other state agencies,

political subdivisions, persons, or individuals or would not reduce the regulatory burden on the

persons or individuals so regulated. By its own terms, the Moratorium does not apply to mlemakings

"[t]o fulfill an obligation related to fees, rates, fines or regulations that are expressly delineated in the

constitution of this state" or "[t]o eliminate or replace archaic or illegal rules," among others.

20 A.R.s. § 41-1025(B).
21 Corbin v. Arizona Corp. Comm'n, 174 Ariz. 216, 219 (App, 1992), Phelps Dodge Corp. v. AEPCO, 207 Ariz. 95,
115 (App.2004) ("Phelps Dodge").
22 See, Ag., Phelps Dodge, 207 Ariz. at 129_30.
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Governor, but expressly exempts the Commission from that requirement. (Moratorium subsection

(C)-)

50.

51.

Because the Commission is conducting this Rulemaking to fulfill its constitutional

ratemaking obligation under Art. 15, § 3, this Rulemaking is not prohibited by the Moratorium. In

addition, the Commission is not required, by the express terms of the Moratorium, to obtain Governor

approval before proceeding with this Rulemaking.

Although the Commission finds that this Rulemaking is being conducted to fulfill the

Commission's constitutional obligation under Art. 15, § 3, and pursuant to its plenary and exclusive

ratemaking authority under Art. 15, § 3, and thus that the Commission is not required to obtain

Attorney General certification of this Rulemaking under A.R.S. § 41-1044, the Commission finds that

it is prudent, in an abundance of caution and without waiving its position as to its constitutional

authority for the Rulemaking, to submit this Rulemaking to the Attorney General for certification.

Public Comments

52. The Commission received one set of written comments, from WRA, after the

publication of the NPRM. WRA stated that the proposed DRP rules are in the public interest and

should be adopted by the Commission, with a few clarifications, and that the proposed [RP rules have

many strengths, including explicit reference to environmental impacts of power generation,

recognition of the uncertainties encountered in planning, recognition of the multiple objectives of

resource planning, the public input process to be used in creating resource plans, and Commission

acknowledgment of resource plans. WRA further stated:

Arizona electric utilities will be making numerous resource decisions in
the coming decades and their choices will affect electric rates, their own
financial condition, and environmental quality. These decisions will be
made in agog of uncertainty and the resource planning process can help
manage the risks posed by uncertain fuel prices, uncertain capital costs for
new resources, risks to cost recovery, and potential costs of reducing
environmental impacts.

a.

WRA requested that the following clarifying changes bemade to the proposed IP rules :

In Rule 70l(33), in the definition of "Production Cost," that the phrase
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b.

c.

53.

One of the private

55.

In Rule 704(B), that "Environmental impacts of resource choices and

alternatives" be listed as a factor to be considered by the Commission, to make

the rule consistent with the numerous provisions" in the proposed IP rules

requiring environmental impacts to be addressed, and

In Rule 703(F)(6), at the end of the subsection, that "or in an order of the

Commission" be added to clarify that an energy efficiency requirement set by

the Commission by order rather than by rule would need to be met in a load-

serving entity's resource plan.

The Commission did not receive any other written comments to the proposed IP

rules during the formal comment period after the NPRM was published on January 8, 2010.

54. During the oral proceeding in this matter, on March 4, 2010, the Commission received

oral comments from Interest Energy Alliance, a participant in the Conlmlssion's public process to

develop the proposed IP rules, and from two private individuals who are customers of SRP.

Interest Energy Alliance asserted that the public process was a very good process, with broad

participation and much collaboration, that the procurement methodology and independent monitor

provisions in the proposed [RP rules are very important for independent developers and are important

for making sure that good resources are obtained in the future, and that the proposed IP rules will be

"a very important tool for commissioners, for utilities, [and] for stakeholders moving forward to be

able to evaluate really complex issues that we're starting to face in energy."24

individuals urged the Commission to adopt aggressive energy efficiency standards and goals in rules,

and both of the private individuals expressed support for the direction the Commission is taking with

regard to energy efticiency.25

A document summarizing the written and oral comments received on the proposed

23 WRA asserted drat the proposed IP rules include more than a dozen passages pertaining to analysis and
consideration of the environmental aspects of various generation resources and their alternatives, citing Rule 703(D)(17)

and Rule 703(F)(3) as two such examples.
24 Tr. at 12.
z5 See Tr. at 13-17.
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comments, as set forth in Exhibit E, should be included in the Preamble for a Notice of Final

Rulemaldng in this matter.

Probable Economic Impacts

56. Staffs ElS asserts that load-serving entities may incur additional costs as a result of

this Rulemaking because they will be required to increase their analyses and reporting activities, that

these additional costs may be recovered through load-serving entities' rates to customers, and that

customers of load-serving entities (private entities or political subdivisions) will benefit from

expanded resource planning that considers the total cost of electric energy services, reliability, and

risk and may benefit from a fair and transparent procurement process that will encourage the lowest

prices for the acquisition of resources. We find that these assertions are accurate and should be

included in the ElS for this rulernaldng.

57. We also find that the information set forth in Findings of Fact Nos. 36 through 41

should be added to the ElS for this Rulemaking to reflect more Mlly the Rulemaking's impacts.

Staff's Recommendations

58. Staff recommends the following changes to the language of the proposed IP rules as

published in the NPRM:

a.

b.

c.

The changes requested by WRA in its written comments, as set forth in

Findings of Fact No. 52, which Staff asserts are claritications,26

In 703(D)(l)(h), that the language ", including the cost of compliance with

existing and expected environmental regulations" be added at the end of the

subsection to accommodate language currently included in 703(D)(l7) but

more appropriately included in 703(D)(l)(h);

In 703(D)(l7), in the first sentence, that the language "a plan" be deleted

26 Staff asserted that not including "or in an order of the Commission" in Rule 703(F)(6) was an oversight, as it was
always contemplated that any Commission energy efficiency standards set by order as opposed to rule would be
addressed in resource plans. (Tr. at 10.) In addition, Staff asserted that adding the concept of environmental impact to the
factors to be considered in Rule 704(B) is merely a clarification, as Staff considered environmental impacts to be
encompassed within Rule 704(B)(7) and/or 704(B)(8). (Tr. at ll.)
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d.

e.

f.

g.

h.

In 703(D)(l7), that the second sentence be deleted because it is more

appropriate for the language to be included in 703(D)(l)(h) and because the

language is redundant with 703(E)(1)(d);

In 703(D)(l7), that the last two sentences be deleted and movedto a separate

subsection 703(I), with conforming changes, because a separate subsection

would be a more appropriate location,

In 703(F)(4), that the language preceding the list be revised to read "Will

include renewable energy resources to meet or exceed the greater of the

Annual Renewable Energy Requirement in R14-2-1804 or the following

annual percentages of retail kph sold by the load-serving entity" to improve

clarity;

In 703(F)(5), that the language preceding the list be revised to read "Will

include distributed generation energy resources to meet or exceed the greater

of the Distributed Renewable Energy Requirement in R14-2-1805 or the

following annual percentages as applied to the load-serving entity's Annual

Renewal Energy Requirement" to improve clarity, and

In 706(D), that the language "Staff considers to be qualified" be changed to

read "Staff has determined to be qualified" to improve clarity.

Resolution

59. The changes recommended by Staff as set forth in Findings of Fact No. 58 would

increase the clarity, conciseness, and understandability of the proposed IP rules and should be

adopted.

60. The changes recommended by Staff as set forth in Findings of Fact No. 58 would not

result in a substantial change to the proposed IP rules, as detennined under A.R.S. § 41-1025, and

would not necessitate a Notice of Supplemental Proposed Rulemaking because they will not change

the persons affected by the rules, the subj et matter of the rules, the issues determined by the rules, or
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the effects of the rules.

61. As published in the NPRM, the proposed IP rules included several minor errors that

should be corrected in the Notice of Final Rulemaldng for this Rulemaking," specifically:

In subsection 703(D)(3)(c), the words "An explanation al" should be removed

as redundant and replaced with "the The",

In subsect ion 703(B)( l) ( i) ,  a  s t r icken comma should appea r  before the

underlined semicolon,

In subsection 703(D)(l4)(d), commas should be included before "including"

and after "consumption",

In subsect ion 704(D) ,  the misspel l ing of  "a cknowledgment" should be

corrected, and "the" should be underlined after "¥1=1e",11

12

13

The labels for subsections 703(B)(1)(l), (B)(1)@), and (B)(4) should not be in

strikeout, and

14 f. The labels for subsections 703 (D) and (E) should not be in strikeout.

15 62. The proposed IP rules, with the changes recommended by Staff in Findings of Fact

16 No. 58 and the minor corrective changes described in Findings of Fact No. 61 ("revised IP rules"),

17 are set forth in Exhibit D and incorporated herein and should be adopted by the Commission.

18 63. The revised IP mies, as set forth in Exhibit D, should be submitted to the Attorney

19 Genera l's  Office for  approval pursuant  to A.R.S.  § 41-1044,  in the font  of a  Notice of Final

20 Rulemaking that includes a Preamble complying with A.R.S. § 41-l00l(14)(d), along with a separate

21 Economic, Small Business, and Consumer Impact Statement that combines the information contained

22 in the ElS filed by Staff and the information set forth in Findings of Fact Nos. 36 through 41.

23 CONCLUSIONS OF LAW

Pursuant to Arizona Constitution, Art.  15, § 3, the Commission has authority and

25 jur isdict ion to amend Article 7 and Rules 701 through 704 and to adopt  Rules 705 and 706 as

26 reflected in Exhibit D.

24

27

28 Several of these errors appear to have resulted firm changes made at the Ofice of the Secretary of State.27

1.

b.

e.

c.

d.

a.
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3.

4.

preservation of health of the patrons of load-serving entities and will result in the adoption of just,

reasonable, safe, proper, adequate, and sufficient standards for load-serving entities' resource plans.

Because the Commission is adopting the revised IP rules to fulfill its constitutional

ratemaking obligation under Art. 15, § 3, this Rulemaking is not prohibited by Laws 2009, Chapter 7,

§ 28 (3ld Special Session).

Although the Commission is not required to submit rulemaldngs authorized by the

Commlsslon's constitutional authority under Art. 15, § 3 to the Attorney General for certification

under A.R.S. § 41-1044, it is permissible for the Commission to do so, and the Comlnission's

decision to do so does not constitute a waiver of its position that this Rulemaking is wholly authorized

boArt. 15, § 3.

5.

6.

Pursuant to Arizona Constihltion, Art. 15, §§ 3 and 13 and A.R.S. §§ 40-202(A), 40-

203, 40-204(A), 40-281(A), 40-282(C), 40-321(A), and 40-322(A), the Commission has additional

authority and jurisdiction to amend Article 7 and Rules 701 through 704 and to adopt Rules 705 and

706 as reflected in Exhibit D.

Notice of the oral proceeding regarding the NPRM was provided in the manner

7.

8.

9.

prescribed by law.

Article 7 and Rules 701 through 706, as set forth in Exhibit D, contain no substantial

changes from the proposed IP rules as published in the NPRM.

Article 7 and Rules 701 through 706, as set forth in Exhibit D, are clear, concise, and

understandable, within the Commission's power to make, within enacted legislative standards, and

made in compliance with appropriate procedures.

Adoption of Article 7 and Rules 701 through 706, as set forth in Exhibit D, is in the

public interest.

10. A separate Economic, Small Business, and Consumer Impact Statement that combines

the information contained in the ElS filed by Staff and the information set forth in Findings of Fact

Nos. 36 through 41 will comply with A.R.S. § 4l-l057(2) and should be adopted.
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A.R.S. § 41-l00l(l4)(d), and should be included in the Preamble for the Notice of Final Rulemaldng

for this matter.

ORDER

IT IS THEREFORE ORDERED that Arizona Administrative Code Title 14, Chapter 2,

Article 7, and Rules R14-2-701 through R14-2-706, as set forth in Exhibit D, are hereby adopted.

IT IS FURTHER ORDERED that the Commission's Utilities Division Staff/Legal Division

Staff shall create a separate Economic, Small Business, and Consumer Impact Statement that

combines the information contained in the ElS filed by Staff and the information set forth in Findings

of Fact Nos. 36 through 41 and that the Commission hereby adopts the separate Economic, Small

Business, and Consumer Impact Statement so created.

IT IS FURTHER ORDERED that the Commission's Utilities Division Staff/Legal Divlsion

Staff shall prepare and file with the Office of the Attorney General, for approval pursuant to Arizona

Revised Statutes § 41-1044, a Notice of Final Rulemalldng that includes the text of Arizona

Administrative Code Title 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set

forth in Exhibit D, and a Preamble that conforms to Arizona Revised Statutes § 41-l00l(l4)(d) and

includes a summary of comments and Commission responses as set forth in Exhibit E. The

Commission's Utilities Division Staff/Legal Division Staff shall also file with the Office of the

Attorney General the separate Economic, Small Business, and Consumer Impact Statement required

to be created by the second ordering paragraph herein and any additional documents required by the

Office of the Attorney General for its approval process.
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Title 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set forth in Exhibit D, the

adopted Economic, Small Business, and Consumer Impact Statement, and any additional documents

required by the Office of the Attorney General in response to comments received from the Office of

the Attorney General during the approval process under Arizona Revised Statutes § 41-1044 unless,

after notification of those changes, the Commission requires otherwise.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

COMMISSIONERCOMMISSIONERCOMMISSIONER

IN  WIT NES S  WHER EOF , I ,  E R N E S T  G . JOHNSON,
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2010.

ERNEST G. JOHNSON
EXECUTIVE DIRECTOR

DISSENT

DISSENT
SnH:db
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Lawrence V. Robertson, Jr.
PO Box 1448
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Janice Alward, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Troy Anatra
Converge, Inc.
120 Eagle Rock Avenue, Suite 190
East Hanover, NJ 07936

Michael Patten
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NOTICE OF PROPOSED RULEMAKING

TITLE la. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER z. CORPORATION COMMISSION
FIXED UTILITIES

Editor Is Note: The fol/owing Notice of Proposed Rulemaking is exemplfrorn Laws 2009, 3rd Special Session, Ch. 7, §28. (See
/he Iexl of§28 on page 74.)

[R09-I 40]

PREAMBLE

L

8_-

Sections Affected Rulemaking Action
Article 7 Amend
R14-2-701 Amend
Rl4-2-702 Amend
R14-2-703 Amend
R14-2-704 Amend
R14-2-705 New Section
R14-2-706 New Section

The specific authority for the Rulemaking. including both the authorizing statute (generals and the statutes the
rules are implementing (specific):

Authorizing statute: Arizona Constitution Article XV § 3, A.R.S. §§40-202, 40-203, 40-321, 40-322, 40-281, 40-282

Implementing statute: Arizona Constitution Article XV § 3, A.R.S. §§ 40-202, 40-203, 40-321, 40-322, 40-281, 40-
282

A list of all previous notices appearing in the Register addressing the proposed rule:
Notice of Rulemaking Docket Opening: 16 A.A.R. 72, January 8, 2010 (in this issue)

The name and address of agency personnel with whom persons may communicate regarding the Rulemaking:
Name: Maureen A. Scott, Esq.

Attorney, Legal Division, Corporation Commission

1200 W. Washington St.
Phoenix, AZ 85007

(602) 542-3402

(602) 542-4870

Address:

Telephone:

Fax:

E-mail :

or

Name:

m scott@azcc.gov

Address:

Barbara Keene
Public Utilities Analyst, Corporation Commission

1200 W. Washington St.
Phoenix, AZ 85007
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(602) 542-0853

Fax:

E-mail:

5.

Telephone:

(602)364-2270

bkeene@azcc.gov

An explanation of the rule. including the agency's reasons for initiating the rule:
The purpose of Resource Planning is for load-serving entities to meet the electric needs of their customers by choos-
ing the best mix of resources, with input from stakeholders in a transparent process, with consideration of reliability,
deliverability, cost, environmental impacts, risk, other utilities' plans, and public policy. In its planning process and in
meeting its load obligations, a load-serving entity shall consider all available options.

The Arizona Corporation Commission ("Commission") adopted the existing Resource Planning rules in 1989. In
2007, the Commission issued Decision No. 67744 which ordered Commission staff to schedule workshops on
resource planning issues to focus on developing needed infrastructure and developing a Flexible, timely, and fair com-
petitive procurement process. If necessary, the workshops would be followed with Rulemaking to amend existing
rules.

.ii

The proposed Rulemaking would update the existing Resource Planning rules and add Sections on Procurement and
on independent Monitor Selection and Responsibilities.

A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not to rely
on in its evaluation of or justification for the rule. where the public may obtain or review each study. all data
underlying each study. and any analysis of each study and other supporting material:

None

L

.8

A showing of good cause why the rule is neeessarv to promote a statewide interest if the rule will diminish a previ-
ous grant of authority of a political subdivision of this state:

Not applicable

The preliminary summary of the economic. small business. and consumer impact:
The public at large will benefit from expanded resource planning that considers the total cost of electric energy ser-
vices,reliability, and risk. A fair and transparent procurement process will encourage the lowest prices for the acqui-
sition of resources.

Load-serving entities will be required to increase their analyses and reporting activities. Although the load-serving
entities are now engaging in some of the required activities, they may incur additional costs of complying with the
rules.

9.

Probable costs to the Commission of the proposed Rulemaking would include costs associated with reviewing filings,
and participating in meetings and hearings.

The name and address of agency personnel with whom persons may communicate regarding the accuracy of the
economic. small business. and consumer impact statement:

Name: Maureen A, Scott, Esq.
Attorney, Legal Division, Arizona Corporation Commission

1200 W. Washington St.
Phoenix, AZ 85007

(602) 542-3402

(602) 542-4870

Address:

Telephone:

Fax:

E-mail:

or

Name:

m scott@azcc.gov

Address:

Telephone:

Fax:

E-mail:

Barbara Keene
Public Utilities Analyst, Arizona Corporation Commission

1200 W. Washington St.
Phoenix, AZ 85007

(602) 542-0853

(602) 364-2270

bkeene@azcc.gov
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10 The time. place. and nature of the proceedings for the making. amendment. or repeal of the rule. or if no proceed-
ing is scheduled. where. when. and how persons may request an oral proceeding on the proposed rule!

Public comment will be held on March 4, 2010, beginning at l0:00 a.m. or as soon as practicable thereafter, in Hear-
ing Room l at the Commission's Phoenix offices of the Arizona Corporation Commission located at i 200 W. Wash-
ington St., Phoenix, AZ 85007. Hearing Division requests initial written comments be received on or before February
16, 2010, and responsive comments be received on or before February 23, 2010. Comments should be submitted to
Docket Control at the aboveaddress. Please reference docket number RE-00000A-09-0249 on all documents.

Anv other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules'

None

Incorporations by reference and their location in the rules:
None

1 1 The full text of the rules follows:

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 2. CORPORATION COMMISSION
FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section
R14-2-701 .
R14-2-702.
R I 4-2-703 .
RI4-2-704.
R l 4-2-705 .
R14-2~706.

Definitions
Applicability
Utility reporting requirementsLoad-serving Entity Reporting Requirements
Commissionreview futility plansReview of Load-serving Entity Resource Plans
Procurement
independent Monitor Selection and Responsibilities

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

R14-2~70l. Definitions
The following definitions shall apply unless the context otherwise requires In this Article. unless otherwise specified:

-la "Appliance efficiency" the energy usage per unit of output of a particular type of energy using equipment.
Q: " Appliance saturation" the proportion of customers in a given customer class who have a particular type of energy

using equipment.
3: "Average price" revenue from the customer class divided by the number of kilowatt hours sold to that customer

eiass-.
4: "Bascload demand" demand for energy that is insensitive to temperature,
L "Acknowledgment" means a Commission determination. under R14-2-704. that a plan meets the basic requirements

of this Article.
2.

that one entity directly or indirectly controls another. is directly or indirectly controlled by another. or is under direct
or indirect common control with another entity.

518 "Benchmark" - means to calibrate against a known set of values or standards.
Wei "Book life" - means the expected time period over which a power supply source will be available for use by the-utility

a load-serving entity.
L "Btu" means British dlermal unit.
5/vi "Capacity" -means the amount of electric power. measured in megawatts.=v)eh-iei=ithat a power source is rated to pro-

vide, either by the user, the supplier, or the manufacturer.
81L "Capital costs" - means the construction and installation cost of facilities. including land, land rights, structures, and

equipment.
9: "Cogeneration" the sequential production of electricity and heat, steam, or useful work from the same fuel source.
& "Coincident peak" means the maximum of the sum of two or more demands that occur in the same demand interval.

which demand interval may be established on an annual. monthly. or hourly basis.
+811 "Customer class" -means a group subsetof customers categorized according to with similar characteristics, such as

amount ef energy consumed, amount of demand placed on the energy supply system at the system peak;_. hourly,

"Affiliated" means related through ownership of voting securities. through contract or othenvise in such a manner
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daily, or seasonal load pattern;,primary type of activity engaged in by the customer. including residential. commer-
c1aL mdustrxal. agrlcuitura.. and governmental; and location.
industrial, agricultural, municipal, and other categories.

*i-EM; "Decommissioning" -means the process of safely and economically removing ageneratingunit from service.
-1-2-. nce in degrees Fahrenheit between the reference temperature and-4hea=aei=age-%empera€w=e

4%1=a~pai=tieula=l=8ay:ll3laeavepage temperature is the high temperature plus the low temperature divided by-2-.-Ifaéayis
averagetemperatufeeeeeecds the reference temperature, the day is tr cooling degree day, if the day'5 averagetempera-
tureis-ies-s-t-has1 the rcferenee temperature, the day is a heating degree day.

4-3<lL "Demand management" - means beneficial reduction in the total cost of meeting electric energy service needs by
reducing or shifting in time the demand for electricity usage.

+4<LL "Derating" - means areduction in a generatingunit's capacity.
-16f& "Discount rate" - means the interest rate used to calculate the present value of a cost or other economic variable.

"Docket Control" means the office of the Commission that receives all official filings for entry into the Commission's
public electronic docketing system.

L ; "Emergency" means an unforeseen and unforeseeable condition that:
a Does not arise from the load-serving entity's failure to engage in good utility practices.
_l is temporary in nature. and
e Threatens reliability or poses another significant risk to the system.

16. "End use" - means the final application of electric energy. for activities such as. but not limited to. heating, cooling,
running apartieulaf 4 appliance;or motor. an industrial process.or lighting.

- means the quantity of electric energy generated or purchased that is not available for sale to end
users, for resale, or for use by the utility load-serving entity, attributable to transmission, conversion, distribution, and
unaccounted for losses.

18. "Escalation" - means the change in costs due to inflation, changes in manufacturing processes, changes in availability
of labor or materials, or other factors.

-1-91 i'Fe1=eeel-eut=age-rate-'l--the-proportion of hours in u period, excluding those hours set aside-fer-planned-eutages in
which-a-pewemeureesuch as n generating unit, suffers unplanned outages due to unplunned-component-faiiutes-or
othei=eenelitiens-i=equi+ing-that-the-souree be removed from scrviee immediately or before theneaetplanaeé-eatage

Q "Generating unit" means a specif ic device or set of devices that converts one folTrl of energy (such as heat or solar
energvi into electric energy. such as a Uurbine and generator or a set of photovoltaic cells.

20. "Heat rate" - means a measure of generating station thermal efficiency expressed in British theimul units (Btus3 per
net '<"owatt "cur kilowatt-hour and computed by dividing the total Btu content of fuel used for electric generation by
the 'ciicwatt hour:kilowatt-hours of electricity generated.

241 2Heu5eheld-ineemcpattern" - the proportion of households felling in each of several income-ranges:
22-: iiinterehange3-eieetrieenergy-received by the electric utility from another provider of eiectrieity-ersupplied-by-the

eieetrie-utility-teanet» her provider of electricity which in not purchased or sold under the termse£&-leng~teri==n-agi=ee-
ment:

AL "Independent monitor" means a company or consultant that is not affiliated with a load-serving entity and that is
selected to oversee the conduct of a competitive procurement process under Rl4-2-706.

Q "integration" means methods by which ernergv produced by intermittent resources can be incorporated into the elec-
tric grid.
"intermittent resources" means electric power generation for which the energy production varies in response to natu-
rallv occurring processes like wind or solar intensity.

831292 "interruptible power" - means power made available under agreements which an agreement that permit permits
curtailment or cessation of delivery by the supplier.

8-4=11 "in-service date" - means the date a power supply source becomes available for use by theeutility a load-serving
entity.

Z_ti "Load-serving entity" means a public service corporation that provides electricity generation service and operates or
owns. in whole or in part. a generating facility or facilities with capacity of at least 50 megawatts combined,

Q "Long term" means having a duration of three or more years.
35- "Maintenance" - means the repair of generation, transmission, distribution, and administrative, and general facili-

17. "Energy losses"

the facilities.
%& i9*» 4ain%enaf=ieesehedule'? - the specific days during which u power production unit is removed fron=*f*Je1=eiee493i=~inspee-

€ien 1=eve¥l=\aHl-e-tlonc or more major components, such work is planned well in advance:
2-7<;Q, "Mothballing" - means the temporary removal of  a generating unit f rom active service and accompanying leng-

ter-na storage activities.
9-L8=8_fL "Operate" - means to manage or otherwise be responsible for the production of electricity #am by a generating

facility, whether that facility is owned by the operator, in whole or in part, or whether that facility' is owned by another
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entity.
,.,. ~~ - JH8 cosisl '-- ihc power proei*de%i6l1 cc
3(%iL "Participation rate" - means the proportion of customers who take part in a specific program.
3-1-.Q "Probabilistic analysis" - means a systematic evaluation of the effect, on costs, reliability, or other measures of per-

formance, of the range ofpossible events affecting factors v."~ic* that influence performance, considering the chances
likelihood that the events will occur.

32<1 "Production cost" - means the variable operatingcosts and maintenance cost (including fuel cost) costs of produc-
ing electricity through generation andplus the cost ofpurchases of power sufficient to meet demand.

33w& "Refurbish" - means to make major changes. more extensive than maintenance or repair, in the power production,
transmission, or distribution characteristics of a component of the power supply systemmore extensive than sainte
nonce Er repair, such as by changing the fuels =avhiehthat can be used in a generating unit or changing the capacity of
a generating unit.

distribution systemssystem to provide power without failures. Reliability should be, measuredseparately for genera
son, transmission, and distribution systems. Measures may _to reflect the proportionportion of time that each a system
is unable to meet demand or thekilowatt hours kilowatt-hours of demand that could not be supplied.
"Renewable energy resource" means an energy resource that is replaced rapidly by a natural. ongoing process and
that is not nuclear or fossil fuel.

35181 "Reserve requirements" -means the capacity which the utility that a load-serving entity must maintain in excess of
its peak load to provide for scheduled maintenance, forced outages, unforeseen loads, emergencies, system operating
requirements, and power pool requirements reserve sharing arrangements.

8 "Reserve sharing arrangement" means an agreement between two or more load-serving entities to provide backup
capacity.

361.9 "Resource planning" - means integrated supply and demand analysis for the purpose of identifying the means of
meeting electric energy service needs et the lowest total east, taking into amount uncertainty analyses completed as
described in this Article.
"RFP" means request for proposals.

394i1 "Self generation" - means the production of electricity by an end user by any means including cogeneration.
388; "Sensitivity analysis" - meansa systematic assessment of the degree of response of costs, reliability, or other mea-

sures of performance to changes in assumptions about factors which that influence performance.
.41 "Short term" means having a duration of less than three years.
39v43 "Spinningreserve" - means the capacity which the utility a load-serving entity must maintain connected to the sys-

tem and ready to deliver power promptly in the event of an unexpected loss of generation source. The eapaeity may
be, expressed as a percentage of peak load, as a percentage of the largest generatingunit, or as Q fixed megawatts.

g t ; "staff" means individuals working for the Commission's Utilities Division. whether as employees or through con-
tract.

, "Third~pa1ty independent energy broker" means an entity. such as Preborn Energy or Tradition Financial Services. that
facilitates an energy transaction between separate parties without taking title to the transaction .

Q "Third-party online trading system" means a computer-based marketplace for commodity exchanges provided by an
entity that is not affiliated with the load-sewing entity. such as the intercontinental Exchange. California Independent
System Operator. or New York Mercantile Exchange.

4.98 "Total cost" - meansall capital, operating, maintenance, fuel, and decommissioning costs. plus the costs associated
with mitigating any adverse environmental eiTects. incurred;by end users. load-serving entities. or others. in the pro-
vision or conservation of electric energy services borne by end users, utilities, or others, and any adverse environment
tal effects.

4-lv "Unit" a specific device or set of devices that converts one form of energy (such as heat or solar energy) into elee
true energy such as a turbine and generator or set of photovoltaie cells, a power plant may have multiple units.

42: "Utility" the entity providing electric service to the public.

344 "Reliabil i ty" -means a measure of the ability of t.*.e utility s a load-serving entity'sgeneration, transmission, and 91

R14-2-702. Applicability
A. All clew:tric utilities under the jurisdiction of the Commission pursuant to Arizona Constitution Art. XV and Arizona

Revised Statutes Title 40 which operate or own (in pM or in whole) generating facilities, whether the power generated is
for sale to end users or is for resale, are subject to the provisions of this Article. This Article applies to each load-serving
entity. whether the power generated is for sale to endusersor is for resale.

B. Any other electric utility under thcjurisdiction of the Commission pursuant to Arizona Constitution Art. XV and Arizona
Revised Statutes Title 40 is subject to die provisions of this Article upon two years' notice by the Commission. An elec-
tricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 50
megawatts combined shall provide written notice to the Commission within 30 days after the increase and shall comply
with the filing requirements in this Article within two years after the notice is filed.
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c.

1;

The Commission may. byOrder.exempt a utility*load-serving entity fromthese requirementscomplying with any provi-
sion in this Article. or tire Article as a whole.upon determiningthat;
L theTheburden of compliance with thisthe provision. or theArticleas a whole.exceeds the potentialfor cost savings

resultingbenefits to customers in theform of cost savings. sen/ice reliability. risk reductions. or reduced environmen-
tal impacts that would resultfrom its participationthe load-serving entity's compliance with the provision or Article:

L The public interest will be served by the exemption.
A load-serving entity that desires an exemption shall submit to Docket Control an application that includes. at a mini-

E.

mum :
L The reasons why the burden of complying with the Article, or the specific provision in the Article for which exemp-

tion is requested. exceeds the potential benefits to customers that would result from the load-sewing entity's comDii-
ance with the provision or Article;
Data supporting the load-servina entity's assertions as to the burden of compliance and the potential benefits to cus-
tomers that would result Hom compliance: and

L The reasons why the public interest would be served by the requested exemption.
A load-serving entity shall file with Docket ControL within 120 days after the effective date of these rules. the documents
that would have been due on April L 2010. under R14-2-703(Cl_ (Di. (El. (Fl. and (Hi had the revisions to those subsec-
tions been effective at that time.

6:

RI 4-2-703. UtilityreportingrequirementsLoad-servingEntitv Reporting Requirements
A. Demand side data. Each utility shall provide the Commission staff the demand data in subsections (A)(]) through (9)

below, within 90 days of the effective date of these rules and shall provide staff with updated and revised dam by April l
of caeh year thereafter. If records are not maintained for any item, the utility shall provide its best estimates, such as Sam
pie survey data_ application of factors from one year's data to another year, or other methods, and fully describe how such
estimates were made. A load-serving entity shall. by April l of each year. file with Docket Control a compilation of the
following items of demand-side data. including for each item for which no record is maintained the load-serving eritity's
best estimate and a full description of how the estimate was made:
l. Hourly demand for the previous calendar year, disaggregated by:

a. Sales to end users,
b. Sales for resale,
c. Energy losses;, and
d. Other disposition of energy, such as energy furnished without charge and energy used by the load-serving

entity:
2: If available, hourly demand for the previous calendar year disaggregated by:

of Residential customers,
by Nonresidential customers by customer class and by type of business,
e= Entitles purchasing power for resale.

34 Coincident peak demand (megawatts) and energy demand consumption (megawatt hours megawatt-hours) by month
for the previous 10 years, disaggregated by customer class and, for nonresidential customers, if available, disaggre
gated by' type of business.,

ii Number of customers by customer class by year for each of the previous 10 years-.' and
So Heating and cooling degree days by month for the previous 10 years. The utility may provide these data by climatic

region at its option.
Residential customer characteristics and end use Dem collected in the lest 10 years which the utility has available,
including:
of Mix of dwelling unit types (single family, multi family, mobile homes),
b: household income patterns,
et Appliance saturation by types of appliance,
d: Appliance saturation by household income pattern and dwelling unit type,
e End use metering data,
8 Appliance eiiieicney data,
g: Appliance connected load data, and
hr Data relating customer usage and heating and cooling degree days or temperature.
Nonresidential customer characteristics and usage data collected in the last 10 years which the utility has available,
including:

Number of customers by type of business,
Number of employees by type of business,
Electricity usage by major end use ofpowcr including space cooling, and
Hourly demand for major types of industrial and commercial customers for caseload, heating, and cooling uses.

?w
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B.

8<i Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing demand management
MC&SLi1CS, type ufdvlludiid lllanla$clllullf incabuxct,
=4rnnuai-average-prices of electricity charged to each nonresidential customer class, by-trypee£buisiness;aneHe--i=esi-
dential customers, for the previous 10 years:

Supply-sidedatavEaeh-atility shall provide the Commission stat? the supply data indicatcd-inubseetienB hreugh
{49-with-in--99-daysefthe-eifcctive date of these rules and shall provide staff with updated and-re=vised-ela€a~b5*14rpri~l-l-of
eaeh-j='eai=~therea4ter.- I# records are not maintained for any item, the utility shall provide-i-t'.H9est-estimates--and-tially
describe how those estimates were made. A load-serving entity shalL by April 1 of each year_ file with Docket Control a
compilation of the following items of supply-side data. including for each item for which no record is maintained the
load-serving entire's best estimate and a full description of how the estimate was made:
1. For each generating unit and purchased power contract for the previous calendar year:

a. in~service date and book life or contract periods,
b. Book life or contract periodType of generating unit or contract;
c. Capacity The load-serving entity's share of the generating unit's capacity. or of capacity under the contract, in

megawatts (utility share),,
Maximum generating unit or contract capacity, by hour, day, or month, if such capacity varies ever during the
Year'

e. Forced outage rate Annual capacity factor (generating units only,
f. Average heat rate of generating units and, if available, heat rates at selected output levels;_,
g. Fuel Average fuel cost for generating units, in dollars per million Btu for each type of fuel;,
h. Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;,
i. Purchased power energy costs for contract purchases long-term contracts. in dollars per megawatt hour mega-

w'att-hour:
j . Fixed operating and maintenance costs of generating units, in dollars per megawatt for the war. .
k. Demand charges for purchased power;,
in Fuel types for generating units, Fuel type for each generating unit;
in. Minimum capacity at which the generatingunit would be run or power must be purchased=;
n. Whether, under standard operating procedures, the generating unit must be run if it is available to run;,
o. Maintenance schedules for generating units, Description of each generating unit as base load. intermediate or

peaking;
p: Other data related to generation units and purchased power eontraets which the utility- uscs-in-its--pnaduetieng

planning, and supply models. Environmental impacts. including air emission quantities (in metric tons or
mercury,

d.

EL
L

2.

c.

Volume 16, Issue 2

pounds) and rates (in quantities per megawatt-hour) for carbon dioxide. nitrogen oxides. sulfur dioxide.
particulates. and other air emissions subject to current or expected Nature environmental regulation:
Water consumption quantities and rates: and
Tons of coal ash produced per generating unit:

For the power supply system for the previous calendar year:
a. A description of generatingunit commitment procedures;,
b. Production cost;_,
c. Reserve requirements;
d. Spinning resews,
e. Reliability of generating, transmission, and distribution systems;
f. Interchange purchasePurchase and sale prices, averaged by month. for the aggregate of all purchases and sales

related to short-term contracts:and
g. Energy losses=_.
The level of cogcncrution and other forms of self generation in the utilityfs load-serving entity's service area for the
previous calendar year-.1 and

4: Hawaii-able;--a description and map of the utility's transmission system, including the eapaeieye-feaehsegment-otlthe
transmission system. An explanation of any resource procurement processes used by the load-serving entity during
the previous calendar year that did not include use of an RFP. including the exception under which the process was
used.

*Demandforecasts. Each utility shall provide the following data and analyses to the Commission--by-l3eeembei=-3474989;
and-evei=,'-t-la-ree-yea=f':»-tehefeafter. If no changes are forecast for any item, the utility may retleHe--previous-1'3i~l~ings-fbi tlaat
item: A load-serving entity shall. by April l of each even year. file with Docket Control a compilation of the following
items of load data and analyses. which may include a reference to the last filing made under this subsection for each item
for which there has been no change in forecast since the last filing:
l . $en-year Fifteen-year forecast of system coincident peak load (megawatts) and energy demanded consumption

(mcgawvatt hours megawatt-hours) by month and year, expressed separately for residential, commercial, industrial,
interruptible, and other customers, customer classes; for interruptible power; for resale;_. and for energy losses,
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6:

Cost analyses and cost projections:

2: Hourly demand forecasts for 10 years, if requested by stuff.
31; Disaggrcgaiion of the dewar load forecast of SIJbs<:\,iioIT (C)(}) into a component in which ire additional demand

management measures are assumed, and a component assuming the change in load due to additional fore»
casted demand management measures-.: and

4: Descriptions of demand management programs and measures included in the demand forecast, including:
of Plans for implementing the demand management measures,
8: The participation rate of customers by customer class with regard to each demand management measure,
el Thc expected change in demand resulting from each of the measures, and
av The lite of each program.
Description of each demand management program which was considered but rejected and the reasons for rejecting
each program.
The capital and operating and maintenance costs of each demand management measure considered, including praetor
cal measures which were rej eetcd.

413 Documentation of all sources of data, analyses, methods, and assumptions used in making the demand load forecasts,
including-:
av A a description of how the forecasts were benchmarked; _sad
is: Justifieations justif ications for selecting the methods and assumptions used;-and
et lfrequested by the start, data used in the analyses.

-D= Supply plans. Each utility shall provide the following data and analyses to the Commission by December 31, i989, and
every three years thereafter. If no changes are forecast for any item, the utility may refer to previous f ilings for that item.
A load-serving entity shall. by April l of each even year. f ile with Docket Control the following prospective analyses and
plans. which shall compare a wide range of resource options and take into consideration expected duty cycles. cost pro.iec-
tions. other analyses required under this Section. environmental impacts. and water consumption and may include a refer-
ence to the last filing made under this subsection for each item for which there has been no change since the last Tiling:
l . Ten year A I5-year resource plan, providing for each year:

a. The data required in subsection (D)(l)(a) through (p) of this Section Projected data for each of the items listed in
subsection (BW ii. for each generating unit and purchased power source, including each generating unit that is
expected to be new or refurbished during the period. which shall be designated as new or refurbished. as applica-
ble. bi' the year of purchase or the period of refurbishment: and
the data required in subsection (B)(2)(a) through (g) of this Section. Projected data for each of the items listed in
subsection (Bl(2i. for the power supply system:

is& Pier The capital cost. construction time. and construction spending schedule for each generating unit that is
expected to be new or refurbished during the period;
i i The data required in subsection (E» )(1) of this Section for applicable years, and

The capital cost, construction time, and construction spending schedule.
Ag The escalation levels assumed for each component of  cost. such as. but not limited to. operating and mainte-

nance. environmental compliance. system integration. backup capacity. and transmission delivery. for each gen-
erating unit and purchased power source

av ; For the Lf discontinuation, decommissioning, or mothballing of any power source and Q permanent dcrntings
aerating of any generating facility is expected:
i . Identification oft-he each power soufeessourceor unitsgenerating unit involved
i i . The costs and spending schedule Sr such for each discontinuation, decommissioning, mothballing, or derat-

in8?= and
iii. The reasons for each discontinuation, decommissioning, mothballing, or derating=_,

et  T he c ap i tal costs and operating and maintenance costs of M new or refurbished transmission and distribution
facilities expected during the 15-year period;-and

g £1 description An explanation of the need for and purpose of such all expected new or refurbished transmission
and distribution facilities-.. which explanation shall incorporate the load-serving entity's most recent transmission
plan filed under A.R.S. § 40-360.02(Al and any relevant provisions of the Commission's most recent Biennial
Transmission Assessment decision regarding the adequacy of transmission facilities in Arizona: and

h.
Documentation of the data, assumptions, and methods or models used to forecast production costs and power produc-
tion in subsection (D)(l) of this Section for the 15-year resource plan, including the method by which the forecast
was culibrutcd or benchmarked,
Description A description of:
QL
b.

3 .

4.

each Each potential power source =avi=liel=r that was rejected;,
__ the The capital costs anal operating costs, and maintenance costs of each rejected source and
Q An explanation of the reasons for rejecting each source,
Ten your A 15-year forecast of cogcncrution and other self generation by customers of the utility load-serving entity,
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5.

6 .

8.
2
ML

system integration. backup caDucity and transmission delivery:

8

4.
c.

QL

E-:

Any analysis by the load-serving entity in anticipation of potential new or enhanced environmental regulations:

3

2,

in terns of annual peak production (megawatts) and annual energy production (mcguwntt hoursmegawatt-hours):,
Disaggregation of the forecast of subsection (D)(4) into two colrrponeMs one
reflecting the self generation projected ifno additional efforts are made to encouragesuch generationself generation,
andu component consisting ofone reflectingthechange in supply duo toself generation projected to result from the
load-serving entity's institution ofadditional forecastedcogcnorotion andself generation measures
Tun your A IS-vear forecast ofthe annualcapitalcostsand operating and maintenance costs by-year of all e ccgen
aeration and otherself generationincluded in subsection (D)(5) of this Section. identified under subsections (Dl(4l and
ti);
Documentation of the analysis of Q;cogcncrution and otherself generation in subsection under subsections (D)(4)
through (6)of this Section.
A Dian that considers using a wide range of resources and Dromotes fuel and technology diversity within its portfolio:
A calculation of the benefits of generation using renewable energy resources;
A plan that factors in the delivered cost of all resource options. including costs associated with environmental compli-
ance. . . .
Analysis of integration costs for intermittent resources:

12. A Dlan to increase the efficiency of the load-serving entity's generation using fossil fuel:
_3 Data to support technology choices for supply-side resources:
ML A description of the demand management programs or measures included in the l5-year resource plan. including for

each demand management program or measure:
How and when the program or measure will be implemented;
The projected participation level by customer class for the program or measure:
The expected change in peak demand and energy consumption resulting from the program or measure;
The expected reductions in environmental impacts including air emissions. solid waste. and water consumption
attributable to the program or measure:

Q The expected societal benefits. societal costs. and cost-eifectiveness of the program or measure:
_Q The expected life of the measure: and
_g The capital costs. operating costs. and maintenance costs of the measure. and the program costs:

_ For each demand management measure that was considered but rejected:
a A description of the measure:
L The estimated change in peak demand and energy consumption from the measure:
a The estimated cost-effectiveness of the measure:
Q The capital costs. operating costs. and maintenance costs of the measure. and the program costs: and
Q The reasons for rejecting the measure:

LE Analysis of future fuel supplies that are part of the resource plan: and
Q A plan for reducing environmental impacts related to air emissions. solid waste. and other environmental factors. and

a plan for reducing water consumption. The costs for compliance with current and projected future environmental
regulations shall be included in the analysis of resources required by R14-2-703(D1 and (El. A load-serving entity or
any interested parties may also provide. for the Commission's consideration. analyses and supporting data pertaining
to environmental impacts associated with the generation or delivery of electricity. which may include monetized esti-
mates of environmental impacts that are not included as costs for compliance. Values or factors for compliance costs.
environmental impacts. or monetization of environmental impacts may be developed and reviewed by the Commis-
sion in other proceedings or stakeholder workshops.

Anal-yses-of-uneestaiiatfye-Each-atility-shall provide to the Commission the following information by Deeemlsei=-3-17-1989;
and every three years thereafter:A load-serving entity shall. by April 1 of each even year. file with Docket Control a com-
pilation of the following analyses and plan:
l . Analyses to identify and assess errors. risks. and uncertainties in the following. completedusing appropriate methods

such as sensitivity ea=lal=_y'-sesanalysis and probabilistic sna'yscs analysis, to assess errors and uncertainty in:
a. Demand forecasts;_.
b. The costs of demand management measures and power supply
c. The availability of sources of power;_.
9 The costs of compliance with existing and expected environmental regulations;
e.
avi Changes in fuel prices;and availability:

Construction costs. capital costs. and operating costs:and
eve. Other factors 'which the as-li-ty load-serving entity wishes to consider
léené ifiestien-et-thesc eptions-which enable the utility to best respond to significant changes in---eené itienswhese
future characteristics are uncertain, including:

Gentineal-meniteriegef-eritieai variables and making commensurate changes in plans if those variablesdev-iate
significantly from the forecast,

87

Volume 16, Issue 2 Page 42 January 8, 2010

DECISION NO.

7.

"I



DQCKET no. RE-00000A-09-0249

Arizona Administrative Register / Secretary of State
Notices of Proposed Rulemaking

Building scvcrnl smaller units instead of one large unit,
S-l1un'ing--cnp1:rcit'y+v4'it1'r1otl1crutili" -, ..

44

F.

av Conducting well monitored pilot programs.
L A description and analysis of available means for managing the errors. risks. and uncertainties identified and ana-

lvzed in subsection (E)( l i. such as obtaining additional information. limiting risk exposure. using incentives. creating
additional options. incorporating flexibility. and participating in regional generation and transmission projects: and

L A plan to manage the errors. risks. and uncertainties identified and analyzed in subsection (EW).
Integrated resource plan. Each utility shall provide the Commission with an integrated resource plan by December 31,
1089, and evelj' three years thereafter containing:
-if The 10 year plan or flexible set of plans which, on the basis of the analyses required in this Article, including the

uncertainty analysis, will tend to minimize the present value of the total cost of meeting the demand for electric
energy services.
Complete description and documentation of the least cost plan, including supply and demand side conditions, costs,
and discount rates utilized.
An action plan indicating the supply and demand related actions to be undertaken by the utility over the next three
years in furtherance of the ten year plan.

A load-serving entity shall. by April l of each even year. file with Docket Control a l5-vear resource Dlan that:

2
3

Selects a portfolio of resources based upon comprehensive consideration of a wide range ofsupply- and demand-side
options:
Will result in the load-serving entity
Will address the adverse environme
Will include renewable energy reno
went in RI4-2-l804 or the following

Calendar Year
Percentag
Sold Duri

's reliably serving the demand for electric energy services;
tal impacts of power production:

urces so as to meet at least the greater of the Annual Renewable Energy Require-
2 annual percentages of retail kph sold by the load-serving entity:

e of Retail kph
ng Calendar Year

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

6.0%

7.0%

8.0%

9.0%

10.0%

11.0%

12.0%

13.0%

14.0%

15.0%

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

after 2024 1

Will include distributed generation energy resources so as to meet at least the greater of the Distributed Renewable
Energy Requirement in R14-2-1805 or the following annual percentages as applied to the load-sewing entity's
Annual Renewable Energv Requirement:

2007

2008 10%

2009 15%

2010 20%

2011 25%

After 2011 30%

5%

_ti
7.

Will address energy efficiency so as to meet any requirements set in rule by the Commission;
Will effectively manage the unceitaintv and risks associated with costs. environmental impacts. load forecasts. and
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A comprehensive. self-explanatory load and resources table summarizing the plan;

L
L
lL

L

other factors:
Wt!! phi¢vp 2 up>\sf>nnb!p lmzug-term total cost_ taking into cons§dera£iQn the electives set forth in subsee8ensf89(2}
through (7) and the uncertains of future costs; and

Q Contains all of the following:
s A complete description and documentation of the pf an. including supply and demand conditions. availability of

transmission. costs. and discount rates utilized;
b.
Q A brief executive summary;
Q An index to indicate where the responses to each filing requirement of these rules can be found; and
Q Definitions of the terms used in the plan.

Q A load-serving entity shall. by April 1 of each odd year. file with Docket Control a work plan that includes:
l An outline of the contents of the resource plan the load-serving entity is developing to be filed the following year as

required under subsection (Fl:
The load-serving entity's method for assessing potential resources;
The sources of the load-serving entity's current assumptions; and
An outline of the timing and extent of public participation and advisory group meetings the load~serving entity
intends to hold before completing and filing the resource Dlan.

LL with its resource plan. a load-serving entity shall include an action plan. based on the results of the resource planning pro-
cess. that:
L Includes a summary of actions to be taken on future resource acquisitions;
L Includes details on resource types_ resources capacity. and resource timing; and
L Covers the three-year period following the Commission's acknowledgment of the resource plan.
If a load-serving entity's submission does not contain sufficient information to allow Staff to analyze the submission fully
for compliance with this Article Staff shall request additional information from the load-serving entity. including the data
used in the load-serving entity's analyses.
Staff may request that a load-serving entity complete additional analyses to improve specified components of the load-
serving entity's submissions.
If a load-serving entity believes that a data-reporting requirement may result in disclosure of confidential business data or
confidential electricity infrastructure information. the load-serving entity may submit to Staff a request that the data be
submitted to Staff under a confidentiality agreement. which request shall include an explanation justifying the confidential
treatment of the data.

M Data protected by a confidentiality agreement shall not be submitted to Docket Control and will not be open to public
inspection or otherwise made public except upon an order of the Commission entered after written notice to the load-serv-
ing entice.

L

B.

3 ,

4,

R14-2-704. Commissionreview of utility plans Review of Load-serving Entity Resource Plans
A. Within 1710 days of the submission of demand forecasts, supply plans, uncertainty analyses, and integrated resource-plans

by the utilities, the Commission shall schedule a hearing or hearings to review utility filings and to determine the deg-ree
of consistency between these filings and analyses eondueted by the staff and information provided by other parties. 31
October l of each even year. Staff shall file a report that contains its analysis and conclusions regarding its statewide
review and assessments of the load-serving entities' filings made under R14-2-703(C1. (Di. (El. (Fl. and (Hi.
The Commission may request additional analyses to be eondueted by the utilities to improve specified eomponentseflthe
utilities' analyses. By February l of each odd Year. the Commission shall issue an order acknowledging a load-serving
entity's resource plan or issue an order stating the reasons for not acknowledging the resource plan. The Commission shall
order an acknowledgment of a load-serving entity's resource plan. with or without amendment. if the Commission deter-
mines that the resource plan. as amended if applicable. complies with the requirements of this Articie and that the load-
serving entity's resource plan is reasonable and in the public interest. based on the information available to the Commis-
sion at the time and considering the following factors:

Q in making its consistency determination, the Commission shall consider the following factors:
l . The total cost of electric energy services,
2. The degree to which the factors =vv'hiel=\ that affect demand, including demand management, have been taken into

accounts,
The degree to which non-utility supply alternatives, such as cogeneration and self generation, have been taken into
3CCOl.ll'll1_,
Uncertainty in demand and supply analyses, forecasts, and plans, and the flexibility of plans enabling response
whether plans are sufficiently flexible to enable the load-serving entity to respond to unforeseen changes in supply
and demand factors-.,
The reliability of power supplies-.. including fuel diversity and non-cost considerations;
The reliability of the transmission grid;

5,

Q
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.Q

D.

4
E.

4.
5. presents the load-serving entity a genuine. unanticipated opportunity to acquire a power supply

L The degree to which the load-serving entity considered all relevant resources. risks. and uncertainties.
; _J£hedel8rpe to which 1*hp load-servirlg.enti1;LL$p!an for future resources is in the best interest et its customers:
i The best combination of expected costs and associated risks for the load-serving entity and its customers: and
M The degree to which the load-serving entity's resource plan allows for coordinated efforts with other load-serving

entities.
The Commission may hold a hearing or workshop regarding a load-sewing entice's resource plan. If the Commission
holds such a hearing or workshop. the Commission may extend the Februarv l deadline for the Commission to issue an
order regarding acknowledgment under subsection (Bl.
While no particular future ratemaking treatment is implied by or shall be inferred from the Commission's acknowledge-
ment.llfhe the Commissionmay subsequently shall consider lM consistency determination in its review of financing appli-
cations, in general rate cases, and in other matters in which the supply of or demand for energy services is a significant
faeter a load-servihg entity's filings made under R14-2-703 when the Commission evaluates the performance of the load-
sewing entity in subsequent rate cases and other proceedings.
A load-serving entity may seek Commission approval of specific resource planning actions.
A load-serving entity may file an amendment to an acknowledged resource plan if changes in conditions or assumptions
necessitate a material change in the load-sewing entity's plan before the next resource plan is due to be filed.

R14-2-705. Procurement
. ; Except as provided in subsection (Bi. a load-serving entity may use the following procurement methods for the wholesale

acquisition of energy. capacity. and physical power hedge transactions:
L Purchase through a third-party online trading system:
L Purchase from a third-party independent energy broker:
Q, Purchase from a non-aliiliated entity through auction or an RFP process:
L Bilateral contract with a non-affiliated entity:
QL Bilateral contract with an affiliated entity. provided that non-afiiliated entities were provided notice and an opportu-

nitv to compete against the aiTiliated entity's proposal before the transaction was executed: and
i Anv other competitive procurement process approved by the Commission.

L A load-serving entity shall use an RFP processas its primary acquisition process for the wholesale acquisition of energy
and capacity. unless one of the following exceptions applies:
L The load-serving entity is experiencing an emergency:
Z., The load-serving entity needs to make a short~term acquisition to maintain system reliability:
.L The load-serving entity needs to acquire other components of energy procurement. such as fuel. fuel transportation.

and transmission projects:
The load-serving entity's planning horizon is two years or less:
The transaction g _ . .
resource at a clear and significant discount. compared to the cost of acquiring new generating facilities. and will pro-
vide unique value to die load-serving entity's customers.
The transaction is necessary for the load-serving entity to satisfy an obligation under the Renewable Energy Standard
rules, or

L
Q A load-serving entity shall engage an independent monitor to oversee all RFP processes for Drocurement of new

resources.

The transaction is necessary for the load-serving entity's demand-side management or demand response programs.

D.

R14-2-706. Independent Monitor Selection and Responsibilities
, When a load-serving entity contemplates engaging in an RFP process. the load-serving entity shall consult with Stat?

regarding the identity of companies or consultants that could serve as independent monitor for the RFP process.
Q After consulting with Staff. a load-serving entity shall create a vendor list of three to live candidates to serve as indepen-

dent monitor and shall file the vendor list with Docket Control to allow interested persons time to review and file objec-
tions to the vendor list.

Q An interested person shall file with Docket Control. within 30 days after a vendor list is filed with Docket Control. any
objection that the interested person may have to a candidate's inclusion on a vendor list,
Within 60 days after a vendor list is filed with Docket Control. Staff shall issue a notice identifying each candidate on the
vendor list that Stair considers to be qualified to serve as independent monitor for the contemplated RFP process. In mak-
ing its determination. Staff shall consider the experience of the candidates. the professional reputation of the candidates.
and any objections tiled by interested persons.

L A load-serving entity that has completed the actions required by subsections (Al and (Bl to comply with a particular Com-
mission Decision is deemed to have complied with subsections (Al and (Bl and is not required to repeat those actions.
A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP pro-
cesses any of the candidates identified in Stai9"s notice.

i i
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.Q
4 A \ad-servingizority is responsible swing-%he~indebendent-monitai for its, be: viwb and llluv charge a reasonable bid-

I.

J.

A load-serving entity shall file with Docket Control a written notice of its retention of an independent monitor.
Fm-

der's fee to each bidder in the R.FP process to help offset the cost of the independent monitor's services. A load-serving
entity may request recovery of the cost of the independent monitor's services, to the extent that the cost is not ouTset by
bidder's fees. in a subsequent rate case, The Commission shall use its discretion in determining whether to allow the cost
to be recovered through customer rates.
One week prior to the deadline for submitting bids, a load-serving entire shall provide the independent monitor a copy of
any bid proposal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark
of' reference cost the load-serving entity has developed for use in evaluatinlz bids. The independent monitor shall take
steps to secure the load-serving entity's bid proposal and any benchmark or reference cost so that they are inaccessible to
any bidder. the load-sewing entity. and any entity affiliated with the load-serving entity.
Upon Staff's request. the independent monitor shall provide status reports to Staff throughout the RFP process.
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B. Economic. Small Business and Consumer Impact Statement
1. Identification of the proposed rule making.

The proposed rule making amends Article 7, Resource Planning and Procurement, Rules
R14-2-701 through R14-2-704 and adopts new sections R14-2~705 and R14~2-706 under
Title 14, Chapter 2 - Corporation Commission, Fixed Utilities.

The purpose of Resource Planning is for load-serving entities to meet the electric needs
of their customers by choosing the best mix of resources, with input from stakeholders in
a transparent process, with consideration of reliability, deliverability, cost, environmental
impacts, risk, other utilities' plans, and public policy. In its planning process and in
meeting its load obligations, a load-serving entity shall consider all available options,

The Rules apply to load-serving entities, as defined in the Rules.

Persons who will be directly affected by. bear the costs of, or directly benefit firm
the proposed rule making.

a.
b.
c.
d.
e.
f.

the public at large;
consumers of electric service in Arizona;
electric public service corporations,
Arizona Corporation Commission,
wholesale providers of electricity; and
independent monitors.

Cost-benefit analysis.
a. Probable costs and benefits to the implementing agency and other agencies

directly affected by the implementation and enforcement of the proposed
rule making.

Probable costs to the Commission of the proposed mle malting would include costs
associated with reviewing filings, and participating in meetings and hearings.

b. Probable costs and benefits to a political subdivision of this state directly
affected by the implementation and enforcement of the proposed rule
making.

Arizona political subdivisions will be affected only insofar as they purchase electric
services affected by the proposed rule making. Benefits include lower utility bills than
without these rules because a fair and transparent procurement process will encourage the
lowest prices for the acquisition of resources.

Probable costs and benefits to businesses directly affected by the proposed
rule making. including any anticipated effect on the revenues or payroll
expenditures of employers who are subject to the proposed rule making.

1

I

2.

3.
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Load-serving entities will be required to increase their analyses and reporting activities.
Although the load-serving entities are now engaging in some of the required activities,
they costs of complying with-thGfirules lheseeosts-nnay be
recovered through the load-serving entities' rates to customers.

4. Probable impact on private and public employment in businesses, agencies, and
political subdivisions of this state directly affected by the proposed rule making.

The Commission and load-serving entities may need additional employees or contractors.
No impact on employment in political subdivisions is expected.

5. Probable impact of the Droposed rule making on small businesses.
a. Identification of the small businesses subject to the proposed rule making.

Small businesses will be affected only insofar as they purchase electric services affected
by the proposed rule making. Benefits include lower utility bills than without these rules
because a fair and transparent procurement process will encourage the lowest prices for
the acquisition of resources.

Only public service corporations that provide electric generation service and operate or
own, in whole or in part, a generating facility or facilities with capacity of at least 50
megawatts combined will be required to comply with the rules. These entities are
unlikely to be small businesses.

b. Administrative and other costs required for compliance with the proposed
rule making,

None.

c. A description of the methods that the azencv may use to reduce the impact
on small businesses.

Not applicable.

d. Probable co st and benefit to private persons and consumers who are
directly affected by the proposed rule making.

The public at large will benefit from expanded resource planning that considers the total
cost of electric energy services, reliability, and risk. A fair and transparent procurement
process will encourage the lowest prices for the acquisition of resources.

6. Probable effect on state revenues.

No effect on state revenues by the proposed rule making is expected.
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The data used to compile the information set toM in subsection B are reasonably
adequate for these purposes.

8.

The Commission is unaware of any alternative methods of achieving the purpose of the
rule making that would be less intrusive or less costly.

7.

If for any reason adequate data are not reasonably available to comply with the
requirements of subsection B of this section. the agency shall explain the
limitations of the data and the methods that were employed in the attempt to
obtain the data and shall characterize the probable impacts in qualitative terms.

Less intrusive or less costly alterative methods of achieving the purpose of the
proposed rule making.

\
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before March 2, 2010, a document including (1) a summary of any initial written comments filed
by interested persons between the effective date of that Decision (December 15, 2009) and
February 23, 2010, and (2) the Utilities Division's responses to those comments.
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Staff Response to Written Comments on Resource Planning
Docket No. RE-00000A-09-0249
Page 1

Introduction

The Arizona Corporation Commission ("Commission") issued Decision No. 71435 on
December 15, 2009. In that Decision, the Commission ordered that a Notice of Proposed
Rulemaking including proposed Resource Planning Rules be filed with the Office of the
Secretary of State for publication. The Notice of Proposed Rulemaking was published in the
Arizona Administrative Register on January 8, 2010.

Decision No. 71435 requested that interested parties provide initial comments concerning
the Notice of Proposed Rulemaking by filing written comments with the Commission's Docket
Control by February 16, 2010, and comments in response to other interested parties' comments
by February 23, 2010.

Decision No. 71435 also ordered the Utilities Division to file with the Commission's
Docket Control on or before March 2, 2010, a document including (1) a summary of any initial
written comments tiled by interested persons between the effective date of that Decision
(December 15, 2009) and February 23, 2010, and (2) the Utilities Division's responses to those
comments.

On February 16, 2010, written comments were received from Western Resource
Advocates. No other comments were received.

Summarv of Written Comments Regarding the Proposed Resource Planning Rules

Western Resource Advocates ("WRA") supports the proposed Resource Planning rule
changes but requests the following clarifications:

R14~2-701(33)
The proposed rule changes strike the phrase "(including fuel cost)" firm the definition of

"Production cost." WRA believes that the phrase "(including fuel cost)" should be retained in
the definition of "Production cost" because fuel costs are the most important component of
production costs .

R14-2-703(F)(6)
The proposed rules provide for resource plans to address energy efficiency so as to meet

any requirements set in rule by the Commission. WRA states that the Commission has already,
and may in the future, set energy efficiency requirements in orders. Therefore, WRA suggests
that the rule be rewritten to read: "6. Wil l  address energy ef f iciency so as to meet any
requirements set in rule by the Commission or in an order of the Commission.'

R14-2-704(B)
Several passages in the proposed rules pertain to analysis and consideration of the

environmental aspects of generation resources and their alternatives. However, environmental
impacts are not included in the list of factors to be considered by the Commission in Rl4-2-

DECISION no.
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Staff Response to Written Comments on Resource Planning
Docket No. RE-00000A-09-0249
Page 2

704(B). Therefore, WRA recommends that the oversight be addressed by inserting: "7.
Environmental impacts of resource choices and alternatives," and renumbering the remainder of
the list accordingly.

Staff's Response to the Written Comments

Staff agrees with WRA's comments as described above. Staff believes that WRA's
suggested revisions would help to clarify the rules without making any substantive changes.
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29, 2010, a document including (1) a summary of any oral comments received at the oral
proceeding in this matter, (2) the Utilities Division's responses to those comments, and (3) a
revised Economic, Small Business, and Consumer Impact Statement or a memorandum
explaining why no revision of the prior Economic, Small Business, and Consumer Impact
Statement is necessary.
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Staff Response to Oral Comments on Resource Planning
Docket No. RE-00000A-09-0249
Page I

Introduction

December 15, 2009. 1
Rulemaking including proposed ResOurce Planning Rules be f i led with the Oii ice of  the
Secretary of State for publication. The Notice of Proposed Rulemaking was published in the
Arizona Administrative Register on January 8, 2010.

The Arizona Corporation Commission ("Commission") issued Decision No. 71435 on
In that Decision, the Commission ordered that a Notice of Proposed

Pursuant to Decision No. 71435, Staf f  f i led the Economic, Small  Business, and
Consumer Impact Statement that addressed the economic impacts of the recommended changes
to the Resource Planning mies on January 15, 2010

Decision No. 71435 requested that interestedparties provide initial comments concerning
the Notice of Proposed Rulemaking by tiling written comments with the Commission's Docket
Control by February 16, 2010, and comments in response to other interested parties' comments
by February 23, 2010. On March 2, 2010, Staff filed a summary of the written comments and
the Utilities Division's responses to those comments.

Decision No. 71435 also provided for an opportunity for interested parties to provide oral
comments at 8 proceeding to be held on March 4, 2010. The Utilities Division was to file with
the Cornrnission's Docket Control by March 29, 2010, a document including (1) a summary of
any oral comments received at the oral proceeding in this matter, (2) the Utilities Division's
responses to those comments, and (3) a revised Economic, Small Business, and Consumer
Impact Statement or a memorandum explaining why no revision of the prior Economic, Small
Business, and Consumer Impact Statement is necessary.

I
Summarv of Oral Comments Regarding the Proposed Resource Planning Rules

Amanda Ormond, representing lnterwest Energy Alliance, stated that that the rules were
developed through a very good public process with a broad number of entities participating. The
rules contain. procurement methodology and an independent monitor section which are very
important for independent developers and getting good resources in the future. The rules will be
a very important tool for Commissioners, utilities, and stakeholders going forward in evaluating
complex energy issues.

William Scorn and Jeannie Shown, residents of Mesa, urged the adoption of energy
efficiency standards and goals.

Administrative Law Judge Sarah Harpring asked Stair several questions that lead to
Staffs recommended clarifications to the rules as discussed below.

DECISION NQ.
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RI4-2-703(F)(4)
Staff recommends that the language "Will include renewable energy resources so as to

meet at least the greater of the Annual Renewable Energy Requirement in R14-2-1804 or the
following armual percentages of retail kph sold by the load-serving entity:" be changed to "W i l l
include renewable energy resources to meet or exceed the greater of the Annual Renewable
Energy Requirement in R14-2-1804 or the followinfz annual percentages of retail kph sold by
the load-serving entitvz" for clarity.

R14-2-703(F)(5)
Staf f  recommends that the language "Wil l  include distributed generation energy

resources so as to meet at least the greater of the Distributed Renewable Energy Requirement in
Rl4~2-1805 or the following annual percentages as applied to the load-serving entity's Annual
Renewable Energy ReqL1iren1ent:" be changed to "Will include distributed generation energy
resources to meet or exceed the greater of the Distributed Renewable Energy Requirement in
R14-2-1805 or the following annual percentages as applied to the load-serving entity's Annual
Renewable Energy Requirement:" for clarity.

R14-2- 706a>)
Staff recommends that the language "Staff shall issue a notice identifying each candidate

on the vendor list that Staff considers to be qualified" be changed to " Staff shall issue a notice
identifying each candidate on the vendor list that Staff has determined to be qualified" for clarity.

Discussion of the Economic. Small Business, and Consumer Impact Statement

Staff believes that it is not necessary to make any revisions to the Economic, Small
Business, and Consumer Impact Statement that was filed on January 15, 2010.

I

I

I
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;

SECURITIES REGULATION

CHAPTER z. CORPORATION cowwiIssIon

FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

i 1

Section

R14-2-701 .

R14-2-702.

R14-2-703.

R14-2-704.

R14-2-705.

R14-2-706.

Definitions

Applicability

Utility reporting requirements Load-serving Entity Reporting Requirements

Commissionreview of utility plansReview of Load-serving Entity Resource Plans

Procurement

Independent Monitor Selection and Responsibilities
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ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

R14-2-701. Definitions

The following de5mitlons shall apply unless the conféW?st1neerwise reqaeiius In this Article, unless

otherwise specified:

-1< -'%A=481%4iaiaeee£§eieHe§i3-theeaefgyasago par unit of output of a paHFtieulaH3»=pee£eaetg=yLusing-

equipment.

9Applianeesal9ma!&ea31-thepteper-tion of customers in a g'we1n-eustemea=eletss4=he4a» a@v=e-a-

peEtiG1lt]¢aaF-type of cnorgy using eqm'pnaent=

"Average p-'-;€67'

to that customer class.

revenue Dior the customer class d'vided by the number of kilowuu hums sold

4
L

3

44.

57<6.

&l

fiBaselead4denaand3l-demand for energy that is insensrtwe-te-tenaqaetatauref

"Aclaiowledgment" means a Commission determination, under R14-2-704, that a plan meets the

basic requirements of this Article.

"Affiliated" means related through ownership of voting securities, through contract, or otherwise

in such a manner that one entity directly or indirectly controls another, is directly or indirectly

controlled by another, or is under direct or indirect common control with another entity.

"Benchmark"-meansto calibrate against a known set of values or standards.

"Book life"- means the expected time period over which a power supply source will be available

for use by theutility a load-serving entity.

"Btu" means British thermal unit.

"Capacity"- means the amount of electric power, measured in megawatts, which that a power

source is rated to provide;eithea=-by-tleeuser, the supplier, or the manluiiaeturer.

"Capital costs"-means the construction and installation cost of facilities, including land, land

rights, structures, and equipment.

-Qegeaeration--tlae-sequential-predam t f  l  t ty and heat--stear=1=r-ef=Jase£al1vver=le 8e1=n-

4 2

the same 13101 source.

"Coincident peak" means the maximum of the sum of two or more demands that occur in the

same demand interval, which demand interval may be established on an annual, monthly, or

hourly basis.

"Customer class"- means a groupsubsetof customers categorized according to=av=itl=1-similar

characteristics, such as amount of energy consumed;, amount of demand placed on the energy

supply system at the system Peak; hourly, daily, or seasonal load patter rim type of

EL
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activity engaged in by the customer, including residential, commercial, industrial, agricultural,

and governmental, and location.-Qustenaerelassos may include residential;eetnaaaereiaif

industarialyagricultural, municipal, and-ethereaiegeriesf

-1-1-.10. "Decommissioning"- means the process of safely and economically removing a generating unit

from service.

14.

15.

16.

17.

9 e gr e e d a 5 £- 4 he d i renee-indegees Fahrenheit between therefereneetenaperatureendthe

alverageternperature-fbrapattieulardy The e g tape t e+Hhela1g1=r%empe1=a&u1=e~plus-

the-lewteinipetatwteéiafideé-by 2. If a day's average temperatu1=eexeeedHlae*referenee

temperature-thedayaea-eeelnagd g day f th  d  y"' ageteiqapetateureis-less-tlaatn tlae

refereneeteimperature, the day is a heatingdegireeda

1-311 l. "Demand manage1nent"- means beneficial reduction in the total cost of meeting electric energy

service needs by reducing or shifting in time the demand for electricity Loge.

4 1 2 . "Derating"- means a reduction in a generating unit's capacity.

15113. "Discount rate"- means the interest rate used to calculate the present value of a cost or other

economic variable.

"Docket Control" means the office of the Commission that receives all official filings for entry

into the Commission's public electronic docketing system.

"Emergency" means an unforeseen and unforeseeable condition that:

8 Does not arise from the load-serving entity's failure to engage in good utility practices,

Q Is temporary in nature, and

Threatens reliability or poses another significant risk to the system.

"End use"- means the final application of electric energy, for activities such as, but not limited

Q, heating, cooling, running a particu'a1= 4 appliance; or motor, an industrial process, or

lighting.

"Energy losses"- means the quantity of electric energy generated or purchased that is not

available for sale to end users, for resale, or for use by the utility load-serving entity, attributable

tetransmissier eenvetsion, distribution, and unaeeeluntedfef-losses.

"Escalation"- means the change in costs due to inflation, changes in manufacttuing processes,

changes in availability of labor or materials, or other factors.

$99ed-outagerate3l4he-prepelaien ofhome in a period, e3eelHdiingthese-heruts-setaside-fer

planinedoutages-inlavhieh-apevveHo r ch an a g e atang-uint--suffersunplaaanedeutages

18.

Q
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19.

20.

due4e-wap1aa=11&ed-eelraa@e1=1e1=rt-failuros or other conditions requiring rhaethesewfeeleeteme ed-

fern-serviee-immediatcly or before the next planned-eutage=

"Generating unit" means a specific device or set of devices that converts one form of energy

(such as heat or solar energy) into electric energy, such as a turbine and generator or a set of

photovoltaic cells.

"Heat rate"-means a measure of generating station thermal efficiency expressed in British-

thennal units (Btus) per netkilowatt hour ldlowatt-hour and computed by dividing the total Btu

content of fuel used for electric generation by thekilowatt hours ldlowatt-hours of electricity

generated.

' - the proportion of households ful1ingLi+aeaeh eflse>v=eraHneeine

ranges.

21.

22.

23.

41=1€e1=el9&age33-elee eene1=gy received by the electric utility fro1ri-araetleer-provider-er4eleeti=ieity

er-suppliedleythe-eleetiieutility to another provider of electricity wlriieh is-net-purehaseeleweld

waderthe terms of a long term agreement:

"Independent monitor" means a company or consultant that is not affiliated with a load-serving

entity and that is selected to oversee the conduct of a competitive procurement process under

R14-2-706.

"Integration" means methods by which energy produced by intermittent resources can be

incorporated into the electric grid.

"Intermittent resources" means electric power generation for which the energy production varies

in response to naturally occurring processes like wind or solar intensity.

°3.24. "Interruptible power"-meanspower made available under agreements whichan agreement that

penaaitpermits curtailment or cessation of delivery by the supplier.

24-25. "In-service date"-means the date a power supply source becomes available for use by the-utility

a load-serving entity.

"Load-serving entity" means a public service corporation that provides electricity generation

service and operates or owns, in whole or in part, a generating facility or facilities with capacity

of at least 50 megawatts combined.

27. "Lens term" means having a duration of three or more years.

"5.28. "Maintenance"-means the repair of generation, transmission, distribution, and administrative

and general facilities replacement of minor items; and installation of materials to preserve the

efficiency and working condition of t-he facilities.

26.

Ty)54.
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-'illéaintenariee-sehedule" the specific days during which a power production unit is removed-

freneserviee-feriaaspection or overhaul of one or more major components, such work is planned-

well in advance.

"'/7.29. "lVlothballing"- means the temporary removal of a generating unit from active service and

accompanying long term storage activities.

'>Q.30. "Operate"- means to manage or otherwise be responsible for the production of electricity 8Fe1=n

ll a generating facility, whether that facility is owned by the operator, in whole or in part, or

whether that facility is owned by another entity.

2@peratingLeests" the power production costs that are directly related to producing-eleGt1=ieit-34

303 1 . "Participation rate"- means the proportion of customers who take part in a specific program.

3-1 32. "Probabilistic analysis"- means a systematic evaluation of the effect, on costs, reliability, or

other measures of performance, of the range of possible events affecting factors wiaieh that

influence performance, considering the Ghanees likelihood that the events will occur.

32.33. "Production cost"- means the variable operating costs and maintenance cost (including fuel cost)

costs of producing electricity through generation, including Mel cost, and plus the cost of

purchases of power sufficient to meet demand.

33.34. "Refurbish"- means to make major changes, more extensive than maintenance or repair, in the

power production, transmission, or distribution characteristics of a component of the power

supply system more extensive than maintenance or repair, such as by changing the fuels vvhieh

that can be used in a generating unit or changing the capacity of a generating unit.

3411, "Reliability"- means a measure of the ability of the u*il"ty's a load-serving entity's generation,

transmission, and Q; distribution systems system to provide power without failures. Reliability

should be,_measured separately forgeneration, transmission, and distribution systems. Measures .

may Q reflect the proportion portion of time that each a system is unable to meet demand or the

kilowatt hours kilowatt-hours of demand that could not be supplied.

36. "Renewable energy resource" means an energy resource that is replaced rapidly by a natural,

ongoing process and that is not nuclear or fossil fuel.

35.37. "Reserve requirements"- means the capacity which the utility that a load-serving entity must

maintain in excess of its peak load to provide for scheduled maintenance, forced outages,

unforeseen loads, emergencies, system operating requirements, and power pool requirements

reserve sharing arrangements.
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"Reserve sharing arrangement" means an agreement between two or more load-serving entities

to provide backup capacity.

36139. "Resource planning"~ means integrated supply and demand analysis for-tlaepuarpose Ari

identifying the moans of meeting electric energy service needs at the lowest total cost, taking into

account uncertainty analyses completed as described in this Article.

40. "RFP" means request for proposals.

37.41. "Self generation"- means the production of electricity by an end user by any means including

cogeneration.

38.

38<42. "Sensitivity analysis"- meansa systematic assessment of the degree of response of costs,

reliability, or other measures of performance to changes in assumptions about factors which that

influence performance.

43. "Short tern" means having a duration of less than three years.

39144. "Spinning rese1ve"-means the capacitywhich the utility a load-serving entitymust maintain

connected to the system and ready to deliver power promptly in the event of an unexpected loss

of generation source. The capacity may be, expressed as a percentage of peak load, as a

percentage of the largest generating unit, or as Q fixed megawatts.

"Staff" means individuals working for the Commission's Utilities Division, whether as45.

46.

employees or through contract.

"Third-party independent energy broker"means an entity,such as Preborn Energy or Tradition

Financial Services, that facilitates an energy transaction between separate parties without taldng

title to the transaction.

"Third-party on-line trading system" means a computer-based marketplace for commodity

exchanges provided by an entity that is not affiliated with the load-sewing entity, such as the

Intercontinental Exchange, California Independent System Operator, or New York Mercantile

Exchange.

40:48. "Total cost"- meansall capital, operating, maintenance, fuel, and decommissioning costs, plus

the costs associated with mitigating any adverse environmental effects, incurred;by end users,

load-serving entities, or others. in the provision or conservation of electric energy services-berne

hy- end-users, utilities, or others, and any adverse environmental effects.

fiklriitl'--a-specific device or set of devices that converts one form of energy (such as heat or

selaaeeneaegy) into electric energy such as u turbine and generator or set of photovoltaic cells, a

power plant may have multiple units.

47.

6 DECISION no.



Docket No. RE-00000A-09-0249 Exhibit D Revised IP Rules
DOCKET RE-00000A-09-0249

421 90£i}it3t" the entity providing cloctric service to the public.

R14-2-702. Applicability

B.

c.

A. All-electric utilities under the jurisdiction of the Commission pursuant to Arizona--Censtitutienr

Aa=1s-Xlarid-Arizona Revised Statutes Title 40 which operate or own (in pert or in wl=leie)-

whether the power generated is for sale to end users or is for resale;ai=e

subj et to the provisions of this Article. This Article applies to each load-serving entity, whether

the power generated is for sale to end users or is for resale.

Asnyethei=eleeti=ie-utility under the jurisdiction of the Commission pursuant to Arizona-

Qeiastitutienteéxirt---XV and Arizona Revised Statutes Title 40 is subj et to the provisionsetlthis-

Article upon two years' notice by the Commission. An electricity public service corporation that

becomes a load-serving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days after the increase and

shall comply with the filing requirements in this Article within two years after the notice is tiled.

The Commission may, by Order, exempt a utility load-serving entity from these requirements

complying with any provision in this Article, or the Article as a whole, upon a demonstration by

theutiiity determining that_.

ti=ieT he burden of compliance with this the provision. or the Article as a whole, exceeds

the potential for cost savings resulting benefits to customers in the form of cost savings,

service reliability, risk reductions, or reduced environmental impacts that would result

from its participation the load-serving entity's compliance with the provision or Article,

and

L The public interest will be served by the exemption.

A load-sewing entity that desires an exemption shall submit to Docket Control an application

that includes, at a minimum:

The reasons why the burden of complying with the Article, or the specific provision in

the Article for which exemption is requested, exceeds the potential benefits to customers

that would result from the load-serving entity's compliance with the provision or Article,

Data supporting the load-serving entity's assertions as to the burden of compliance and

the potential benefits to customers that would result from compliance, and

The reasons why the public interest would be sewed by the requested exemption.

4

3
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E A load-serving entity shall file with Docket Control, within 120 days after the effective date of

these rules, the documents that would have been due on April l, 2010, under R14-2-703(C), (D),

(E), (F), and (H) had the revisions to those subsections been effective at that time.

R14-2-703. Utility reporting requirements Load-serving Entitv Reporting Requirements

A. BeHaemdside-8t&8aehrutiliw shall provide the Commissiefrstarglthedenaamddataiaa-

sulbseetieias-IA)(-1-H-liueeogh-{9)-beiew, within 90 days of the effeetivedate-eilthesefales-and-siaali

ptevide-staitlwith-updated-and-1=eyised databy April 1 of each year thereai%er=-I-Efeeefds-serenet-

Ha9ata&ned&Hmyite|m;4e-utility shall provide its best estimates, suehas-sa1aaqalesupveydata¢

appiiealtierrei-faeteiwr-Elena-ene-year's data to another year, or other-rsae» theds;-waé-£a=l1y-desea=ibe-

how-such estimates were made. A load-serving entity shall, by April 1 of each year, File with

Docket Control a compilation of the following items of demand-side data, including for each

item for which no record is maintained the load-serving entity's best estimate and a full

description of how the estimate was made:

1. Hourly demand for the previous calendar year, disaggregated by:

a. Sales to end users;,

b. Sales for resale;,

c. Energy losses;, and

d. Other disposition of energy, such as energy furnished without charge and energy

used by the load-serving entltv,

I£aev=ailalble;heu-rlydensand for the previous calendar-yeatmalisaggregatedlays

av Residential customers,

be Neniresidential-eustenners by customer class and-by typeeilbasilnessg

& Entities purchasing power for resale

Coincident peak demand (megawatts) and energy demandconsumption(megawatt hours

megawatt-hours)by month for the previous 10 years, disaggregated by customer class

atnd;4ei=ne1=neesidentialeustetners, if available, disaggregatedlayt-ypee£businessl=;

Number of customers by customer class by-year for each of the previous 10 years , and

Heatingandeeelingdegree-days by month for the previous l-9-yeafs=l¥he-utility-may-

provide-these data by climatic region at itseptielrh

Residential-eustenaer-eharaetefistics and end use data collected in-the-last-l-9-yeaaessavhieh

tl=1e~utility has available, including

ah lVliaeetldlvvellingunit-types (single family, multi family, nsebilel=le1=1aes9;

3

Q
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Household income patterns,

Appliance saturation by typos of appliance;

Appliemeesatwlatien--by household income pattern and dlwel-liaagaln§t4-ype;

End use motoring data,

Appliance efficiency data,

Appliance connected load data, and

Baia~1=ela&ilt1gews¥e9aea=4=1sago and heating and cooling degree dayser-teaaa@e1=a%u1=e=

NameesideMia&easte1<1=1ea=el=1earacteristics and usage data co11ected--i1&-the1ast-1(»}}-yeaa=s-

&i

B.

whieh- tho utility has available, including

av Number of customers by type of business;

b¢ Nun=1ber of employees by type of business;

& Eleearieity-asageby-maj or end use of power including space-eeelinggand

De Heuaelydenawadfeaenaagior types of industrial and comrnercial-eustenserséeae

bascload, heating, and cooling uses.

Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to

existing demand management measures, by type of demand management measure intihe-

previous calendar year .

Aanraal-aavefage-p1=iees-etleleetricity charged to each nonresidential-eusteme1=elass;1ey-

type-ei3business¢ and to residential customers, for the-ptevieus-19-ylears-.

Supplyesidedata=~Eael=H=1tility-shal-l provide the Commission staff-thesupplydataindieatedin-

subse9ien{B Meu {4avithin 90 days of the effective date otthese-rules-aadshall-ptevide

stai5E=avith updatedesadtevised data by April 1 of each yean-thereafte1=:-H3teee1=ds-aaeenet-

rnaiHtained-fer-aeny-itena;4l9eutility--shall provide its best estimatesanel--Eel-l-y4§ese1=ié belaewthese

estimates were made. A load-serving entity shall, by April l of each year, file with Docket

Control a compilation of the following items of supply-side data, including for each item for

which no record is maintained the load-serving entity's best estimate and a full description of

how the estimate was made:

l . For each generating unit and purchased power contract for the previous calendar year:

a. In-service date and book life or contract period

b. Beak life or contract period Tvpe of generating unit or contract

c. Fapacity The load-serving entity's share of the generating unit's capacity, or of

capacity under the contract, in megawatts (uti l ity share), ,

9
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e.

f.

m.

Maximum generating unit or contract capacity, by hour, day, or month, if such

capacity varies ever during the years,

Forced outage rate Annual capacity factor (generating units only)-,,

Average heat rate of generating units and, if available, heat rates at selected

output levels;,

Fuel Average fuel cost for generating units, in dollars per million Btu for each

type of fllCl;_.

Other variable operating and maintenance costs for generating units, in dollars per

megawatt l'10llI';_,_

Purchased power energy costs for contract purchases long-term contracts, in

dollars per megawatt hourmegawatt-hour;,

Fixed operating and maintenance costs of generating units, in dollars per

megawatt for the year

Demand charges for purchased power;,

Fuel types for generating units;Fuel type for each generating unit,

Minimum capacity at which the generatingunit would be run or power must be

Pl,11'ChaS€d;1

Whether, under standard operating procedures, the generating unit must be run if

it is available to rUNic

Maintean-ance schedules for generating units-;Description of each generating unit

as base load, intermediate, or peaking,

Qtheemlata-relateel-tegeneration units and purchased poweeeentraets-wl=1ielHhe

utilit-yuses-in its production, planning, and supplynaedels Environmental

impacts, including air emission quantities (in metric tons or pounds) and rates (in

quantities per megawatt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide,

mercury, particulates, and other air emissions subject to current or expected iiuture

environmental regulation,

g Water consumption quantities and rates, and

r. Tons of coal ash produced per generating unit,

For the power supply system for the previous calendar year:

A description of generating unit commitment procedures,

Production cost;

a.

b.

2.

d.

j.

h.

g.

i.

n.

o.

p.
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c.

d.

e.

f.

c.

Reserve I'€qll1II€1'1'1€I1tS;_,_

Spinning reserve;,

Reliability of generating, transmission, and distribution systems;

Interchange purchase Purchase and sale prices, averaged by month, for the

aggregate of all purchases and sales related to short-term contracts, and

g. Energy losses

The level of eegelaeration and other forms-ef self generation in the utility's load-serving

entity's service area for the previous calendar years, and

As-9lvailalbleyadeseriptien aendniap of the utility's transmissierrsystem ineludiingthe

eapaeityolleaeh segment of the transmissielnsystenth An explanation of any resource

procurement processes used by the load-serving entity during the previous calendar year

that did not include use of an RFP, including the exception under which the process was

used.

BeatnaHdfe1=eeasts EaelH1tility-sl&all~provido the following clataa4nel analyseHe4he€e19|FH=nissien<

years thereafter .  If noehaages-aretbreeast-fbwtny-i ternr

the-utilityLmayte1"cr to previous filings-fe1=4l=1at-§te1=1a< A load-serving entity shall, by April 1 of

each even year, file with Docket Control a compilation of the following items of load data and

analyses, which may include a reference to the last filing made under this subsection for each

item for which there has been no change in forecast since the last filing:

l . ¥ eat1-yearFifteen-year forecast of system coincident peak load (megawatts) and energy

demanded consumption (megawatt hours megawatt-hours) by month and year, expressed

separately for residential, commercial, industrial, interruptible, and other customers,

customer classes, for interruptible power, for resales, and for energy losses,

Heu lydenaemdibrecasts for 10 years, ifrequested5e§,Lsta£ 'é

Disaggregation of the demand load forecast of subsection (c)(1) into a component in

which no additional demand management measures are assumed, and a component

the change in load due to additional forecasted demand managementindicating

1T1€8.SUI'€S1l and

Bese1=iptiens43£éei3&and-naanagennent programs and measua=es-ine44ded-in4heden&a»nd-

ferocust, including:

Pleads-fe1=i19aq9lelnaenting the demand 1na1nage1=nen%~nlaeasu1=esa;

3.

4.

assum1n2

11 DECISION no.



r

l

DOCKET NO. RE-00000A-09-0249

q

D.

'T'fwlJ. 91.1.

a.

g
N

The participation rate of customers by customer class with regard to each demand

management measure,

et The expected change in demand resulting from each o

of The life of each program.

Description of each demand management program which was considered but rej acted and

the reasons for rej acting each program.

The capital and operating and maintenance costs of each demand management measure

considered, including practical measures which were rej ected.

Documentation of all sources of data, analyses, methods, and assumptions used in

making the eleinaané load forecasts, including-: `

A a description of how the forecasts were benchmarked-and

Justifications justifications for selecting die methods and assumptions used and

c. If requested by the staff, data used in the analyses.

Supply plans. Each utility shall provide the following data and analyses to the Commission by

December 3 l, 1989, and every three years thereafter. If no changes are forecast for any item, the

utility may refer to previous filings for that item. A load-serving entity shall, by April l of each

even year, file with Docket Control the following prospective analyses and plans, which shall

compare a wide range of resource options and take into consideration expected duty cycles, cost

projections, other analyses required under this Section, environmental impacts, and water

consumption and may include a reference to the last filing made under this subsection for each

item for which there has been no change since the last filing:

1. year A 15-vear resourceplan, providing for each year:

The data required in subsection (B)(l)(a) through (p) of this SectionProjected

data for each of the items listed in subsection (B)(l), for each generating unit and

purchased power source, includingeach generatingunit that isexpected to be new

or refurbished during the period, which shall be designated as new or refurbished,

as applicable, for the year of purchase or the period of refurbishment,and

the data required in subsection (B)(2)(a) through (g) of this Section. Protected

data for each of the items listed in subsection (Bl(2l. for the power supply system,

Pet The capital cost, construction time, and construction spending schedule for

each generating unit that is expected to benew or refurbished during the period

51

b.

191

12 DECISION no.



Docket No. RE-00000A-09-0249 Exhibit D Revised IP Rules
DOCKET RE-00000A-09-0249

4:9

ii.

iii.

&L

3.

Theéa$aa=eqai1=edin su»bseetien (B)(1) ofihis Sectiopf£e1=app4iealble3*eatsT

Ami

The-eapitaleest;-eonstruction time, andeeltistruetien spending-sehed"ale:

The escalation levels assumed for each component of cost, such as, but not

limited to, operating and maintenance, environmental compliance, system

integration, backup capacity, and transmission delivery, for each generating unit

and purchased power  SOl11 'C€:1

Fettle Lf discontinuation, decommissioning, or mothballing of any power source

and 91 permanent doratings aerating of any generating facility is expected:

i. Identification of the each power seurees source or units generating unit

involved,

The costs and spending schedule eilsueh for each discontinuation,

decommissioning, mothballing, or aerating;, and

The reasons for 3911 discontinuation, decommissioning, mothballing, or

aerating

The capital 9 and operating and maintenance costs of 9-4 new or refurbished

transmission and distribution facilities expected during the 15-vear period;-alad;

a description An explanation of the need for and purpose of such all expected new

or refurbished transmission and distribution facilities , which explanation shall

incorporate the load-serving entity's most recent transmission plan filed under

A.R.S. § 40-360.02(A) and any relevant provisions of the Commission's most

recent Biennial Transmission Assessment decision regarding the adequacy of

transmission facilities in Arizona, and

Cost analyses and cost projections. including the cost of compliance with existing

and expected environmental regulations ,

Documentation of the data, assumptions, and methods or models used to forecast

production costs and power production in-subseetion (D)(l) of this Seetien for the 15-

year resource plan, including the method by which the forecast was calibrated or

benchmarked-. ,

Description A description of_.

each potential power source which that was rejected;,

2.

IL

.8

i
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I

f
7.

9.

10.

11.

12.

13.

14.

iehe The capital .<3>_§;$ anal operating costs, and maintenance costs of each raj acted

SollIlc€;1 and

c. th e T h e reasons for rejecting each source-.

men-year A 15-year forecast of cogeneration and other self generation by customers of

the utility load-sewing entity, in terms of annual peak production (megawatts) and annual

energy production (megawatt hours megawatt-hours)¢

Disaggregation of the forecast of subsection (D)(4) of this Section into a component in

which two components, one reflecting the self generation protected if no additional

efforts are made to encourage such generation self generation, and a component

consisting of one reflecting the change in supply due to self generation protected to result

from the load-serving entity's institution of additional forecasted cogeneration and self

generation M€3SUf€S:1

'Fen year A l5-vear forecast of the annual capital costs and operating and maintenance

costs by year of all the cogeneration and other self generation included in subsection

(D)(5) of this Section. identified under subsections (D)(4) and (D)(5);

Documentation of the analysis of the cogeneration and other self generation in subsection

under subsections (D)(4) through (6) of this Section.;

A plan that considers using a wide range of resources and promotes fuel and technology

diversity within its portfolio,

A calculation of the benefits of generation using renewable energy resources,

A plan that factors in the delivered cost of all resource options, including costs associated

with environmental compliance, system integration, backup capacity, and transmission

delivery,

Analysis of integration costs for intermittent resources,

A plan to increase the efficiency of the load-sewing entity's generation using fossil fuel,

Data to support technology choices for supply-side resources,

A description of the demand management programs or measures included in the 15-vear

resource plan, including for each demand management program or measure:

How and when the program or measure will be implemented,

The protected participation level by customer class for the program or measure,

The expected change in peak demand and energy consumption resulting from the

program or measure,

a.

b.

6.

8.

4.

5.

c.

b.
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1 5 .

r

a.

b.

c.

d.

16.

17.

E.

and uncertainties in the following,

c.

d.

et;

8;

The expected reductions in environmental impacts, including air emissions, solid

waste, and water consumption, attributable to the program or measure,

The expected societal benefits, societal costs, and cost-effectiveness of the

program OF measure,

The expected life of the measure, and

The capital costs, operating costs, and maintenance costs of the measure, and the

program costs,

For each demand management measure that was considered but rejected:

A description of the measure,

The estimated change in peak demand and energy consumption from the measure,

The estimated cost-effectiveness of the measure,

The capital costs, operating costs, and maintenance costs of the measure, and the

program costs, and

e. The reasons for rejecting the measure,

Analysis of future fuel supplies that are part of the resource plan, and

A plan for reducing environmental impacts related to air emissions, solid waste, and other

environmental factors, and for reducing water consumption.

Analyses of uncertainty. Each utility shall provide to the Commission the following information

by December 3 l, 1989, and every three years thereafter: A load-serving entity shall, by April 1

of each even year, file with Docket Control a compilation of the following analyses and plan:

1. Analyses to identify and assess errors, risks,

completed using appropriate methods such as sensitivity analyses analysis and

probabilistic analyses analysis, to assess errors and uncertainty in:

a. Demand forecasts;,

b. The costs of demand management measures and power supply

The availability of sources of power;

The costs of compliance with existing and expected environmental regulations,

Any analysis by the load-serving entity in anticipation of potential new or

enhanced environmental regulations,

Changes in fuel prices; and availability,

Construction costs, capital costs, and operating costs, and

Other factors wlaiela the utility load-serving entity wishes to consider-.1 ;

J

e.

d.

f.

e.
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FL

F.

Identification of those options which enable the utility to boot respond to significant

changes in conditions whoso fuhlro characteristics are uncertain, including:

Continual monitoring of critical variables and making commensurate changes ia-

plans if those variables deviate significantly &om the forecast,

Building several smaller unit instead of one large unit,

Ev Sharing capacity with other utilities, and

d= Conducting well monitored pilot programs.

A description and analysis of available means for managing the errors, risks, and

uncertainties identified and analyzed in subsection (E)(1), such as obtaining additional

information. limiting risk exposure. using incentives, creating additional options,

incorporating flexibility, and participating in regional generation and transmission

projects; and

A plan to manage the errors. risks, and uncertainties identified and analyzed in subsection

(El( ll-

Integrated resource plan. Each utility shall provide the Commission with an integrated resource

plan by December 31, 1989, and every three years thereafter containing:

la The 10 your plan or flexible set of plans which, on thebasis of the analyses required in

this Article, including the uncertainty analysis, will tend to minimize the present value of

the total cost of meeting the demand fer electrl'c energy services.

Complete description and documentation of the least cost plan, including supply and

demand side conditions, costs, and discount rates utilized.

An action plan indicating the supply and demand related actions to be undertaken by the

utility over the next three years in Nurtherance of the ten year plan.

A load-serving entity shall. by April 1 of each even year, file with Docket Control a l5-vear

resource plan that:

1. Selects a portfolio of resources based upon comprehensive consideration of a wide range

of supplv- and demand-side options:

Will result in the load-serving entity's reliably serving the demand for electric energy

services,

Will address the adverse environmental impacts of power production: r1

i

r

37

21

2.

3.

3.

81

bf
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Will include renewable energy resources to meet or exceed the greater of the Annual

Renewable Energy Requirement in R14-2-1804 or the following annual percentages of

retail kph sold by the 1oad~serving entity:

Percentage of Retail kph

Sold During Calendar Year

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

6.0%

7.0%

8.0%

9.0%

10. 0%

11 .0%

l24 0%

la .0%

14. 0%

151 0%

Calendar Year

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

a&er 2024

Will include distributed generation energy resources to meet or exceed the greater of the

Distributed Renewable Energy ReqtUrement in R14-2-1805 or the following annual

percentages as applied to the load-serving entity's Annual Renewable Energy

Requirement:

2007

2008

2009

2010

201 l

After 2011

5%

10%

15%

20%

25%

30% r

f

r

J

4.
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c.

d.

Q

4

H.

1.

Will address energy efficiency so as to meet any requirements set in rule by the

Commission or in an order of the Commission,

Will effectively manage the uncertainty and risks associated with costs, environmental

impacts, load forecasts, and other factors,

Will achieve a reasonable long-term total cost, taldng into consideration the objectives set

forth in subsections (F)(2) through (7) and the uncertainty of future costs, and

Contains all of the following:

a. A complete description and documentation of the plan, including supply and

demand conditions, availability of transmission, costs, and discount rates utilized,

A comprehensive, self-explanatory load and resources table summarizing the

Nan
A brief executive summary,

An index to indicate where the responses to each filing requirement of these rules

can be found, and

e. Definitions of the terms used in the plan.

A load-serving entity shall, by April l of each odd year, tile with Docket Control a work plan

that includes:

1. An outline of the contents of the resource plan the load-sewing entity is developing to be

filed the following year as required under subsection (F),

The load~serving entity's method for assessing potential resources,

The sources of the load-serving entity's current assumptions, and

An outline of the timing and extent of public participation and advisory group meetings

the load-serving entity intends to hold before completing and filing the resource plan.

With its resource plan, a load-serving entity shall include an action plan, based on the results of

the resource planning process, that:

l. Includes a summary of actions to be taken on future resource acquisitions,

2. Includes details on resource types, resources capacity, and resource timing, and

3. Covers the three-year period following the Commission's acknowledgment of the

resource plan.

A load-serving entity or interested party may provide, for the Commission's consideration,

analyses and supporting data pertaining to environmental impacts associated with the generation

or delivery of electricity, which may include monetized estimates of environmental impacts that

4.

9.

8.

6.

b.
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J.

I

K.

M

are not included as costs for compliance. Values or factors for compliance costs, environmental

impacts, or monetization of environmental impacts may be developed and reviewed by the

Commission in other proceedings or stakeholder workshops.

If a load-serving entity's submission does not contain sufficient information to allow Staff to

analyze the submission fully for compliance with this Article, Staff shall request additional

information from the load-serving entity, including the data used in the load-serving entity's

analyses.

Staff may request that a load-serving entity complete additional analyses to improve specified

components of the load-serving entity's submissions.

If a load-serving entity believes that a data-reporting requirement may result in disclosure of

confidential business data or confidential electricity infrastructure information, the load-sewing

entity may submit to Staff a request that the data be submitted to Staff under a confidentiality

agreement, which request shall include an explanation justifying the confidential treatment of the

data.

Data protected by a confidentiality agreement shall not be submitted to Docket Control and will

not be open to public inspection or otherwise made public except upon an order of the

Commission entered after written notice to the load-serving entity.

R14-2-704. Commission review of utility plans Review of Load-serving Entity Resource Plans

B.

A. Within 120 days of the submission of demand forecasts, supply plans, uncertainty analyses, arid

integrated resource plans by the utilities, the Commission shall schedule a hearing or hearings to

review utility filings and to determine the degree of consistency between these filings and

analyses conducted by the staff and information provided by other parties. By October 1 of each

even year, Staff shall tile a report that contains its analysis and conclusions regarding its

statewide review and assessments of the load-serving entities' filings made under R14-2-703(C),

(Du, (Ex. (F). and (H).

T-he Commission may request additional analyses to be conducted by the utilities to improve

specified components of the utilities' analyses. By February l of each odd year, the Commission

shall issue an order acknowledging a load-serving entity's resource plan or issue an order stating

the reasons for not acknowledging the resource plan. The Commission shall order an

acknowledgment of a load-serving entity's resource plan, with or without amendment, if the

Commission determines that the resource plan, as amended if applicable, complies with the

requirements of this Article and that the load-serving entity's resource plan is reasonable and in

L.

19 DECISION NO.



DOCKET no. RE-00000A-09-0249

Q

Q
L
8

10.

11.

Q

D.

the public interest, based on the information available to the Commission at the time and

considering the following factors:

in making its consistency determination, the Commission shall consider

l . The total cost of electric energy se1vices=,

2. The degree to which the factors which that affect demand, including demand

management, have been taken into account=,

The degree to which non utility supply alternatives, such as cogeneration and self

generation, have been taken into accounts,

Uncertainty in demand and supply analyses, forecasts, and plans, and the flexibility of

plans enabling response whether plans are sufficiently flexible to enable the load-serving

entity to respond to unforeseen changes in supply and demand factors-.,

The reliability of power supplies including fuel diversity and non-cost considerations,

The reliability of the transmission grid.

The environmental impacts of resource choices and alternatives,

The degree to which the load-serving entity considered all relevant resources, risks, and

uncertainties,

The degree to which the load~serving entity's plan for future resources is in the best

interest of its customers,

The best combination of expected costs and associated risks for the load-serving entity

and its customers, and

The degree to which the lead-serving entity's resource plan allows for coordinated efforts

with other load-serving entities.

The Commission may hold a hearing or workshop regarding a load~servin,q entity's resource

plan. If the Commission holds such a hearing or workshop. the Commission may extend the

February l deadline for the Commission to issue an order regarding acknowledgment under

subsection (B).

While no particular future ratemaking treatment is implied by or shall be inferred from the

Commission's acknowledgment, The the Commission may subsequently shall consider its-

consistency determination in its review of financing applications, in general rate cases, and in

other matters in which the supply of or demand for energy services is a significant factor a load-

serving entity's filings made under R14-2-703 when the Commission evaluates the perfonnance

of the load-serving entity in subsequent rate cases and other proceedings.

4.

5.

3.
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A load-sewing entity may seek Commission approval of specific resource planning actions.

A load-serving entity may file an amendment to an acknowledged resource plan if changes in

conditions or assumptions necessitate a material change in the load-serving entity's plan before

the next resource plan is due to be tiled.

R14-2-705. Procurement

B.

_'L

5.

A. Except as provided in subsection (B), a load-serving entity may use the following procurement

methods for the wholesale acquisition of energy, capacity, and physical power hedge

transactions :

l . Purchase through a third-party online trading system,

2. Purchase from a third-party independent energy broker,

3. Purchase from a non-affiliated entity through auction or an RFP process,

4. Bilateral contract with a non-affiliated entity,

5. Bilateral contract with an affiliated entity, provided that non~aftiliated entities were

provided notice and an opportunity to compete against the affiliated entity's proposal

before the transaction was executed, and

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

A load-serving entity shall use an RFP process as its primary acquisition process for the

wholesale acquisition of energy and capacity, unless one of the following exceptions applies:

l. The load-serving entity is experiencing an emergency,

2. The load-serving entity needs to make a short-term acquisition to maintain system

reliability;

The load-serving entity needs to acquire other components of energy procurement, such

as fuel, fuel transportation, and transmission projects,

The load-serving entity's planning horizon is two years or less,

The transaction presents the load-serving entity a genuine, unanticipated opportunity to

acquire a power supply resource at a clear and significant discount, compared to the cost

of acquiring new generating facilities, and will provide unique value to the load-serving

entltv's customers,

The transaction is necessary for the load-serving entity to satisfy an obligation under the

Renewable Energv Standard rules, or

The transaction is necessary for the load-serving entity's demand-side management or

demand response programs.

|

r

I

1

7.

6.

3.

21 DECISION NO.



DOCKET no. RE-00000A-09-0249

c. A load-serving entity shall engage an independent monitor to oversee all RFP processes for

procurement of new resources.

R14-2-706.

A. When a load~sewin2 entity contemplates engaging in an RFP process, the load-serving entity

shall consult with Staff regarding the identity of companies or consultants that could serve as

independent monitor for the RFP process.

Independent Monitor Selection and Responsibilities

8 After consulting with Staff a load-serving entity shall create a vendor list of three to five

c.

D.

L

F.

candidates to serve as independent monitor and shall file the vendor list with Docket Control to

allow interested persons time to review and tile objections to the vendor list.

An interested person shall file with Docket Control, within 30 days after a vendor list is filed

with Docket Control, any objection that the interested person may have to a candidate's inclusion

on a vendor list.

Within 60 days after a vendor list is tiled with Docket Control, Staff shall issue a notice

identifying each candidate on the vendor list that Staff has detennined to be qualified to serve as

independent monitor for the contemplated RFP process. In making its determination, Staff shall

consider the experience of the candidates, the professional reputation of the candidates, and any

objections filed by interested persons.

A load-serving entity that has completed the actions required by subsections (A) and (B) to

comply with a particular Commission Decision is deemed to have complied with subsections (A)

and (B) and is not required to repeat those actions.

A load-serving entity may retain as independent monitor for the contemplated RFP process and

for its future RFP processes any of the candidates identified in Staffs notice.

Q A load-sewing entity shall file with Docket Control a written notice of its retention of an 1

H.

1.

independent monitor.

A load-sewing entity is responsible for paving the independent monitor for its services and may

charge a reasonable bidder's fee to each bidder in the RFP process to help offset the cost of the

independent monitor's services. A load-serving entity may request recovery of the cost of the

independent monitor's services, to the extent that the cost is not offset by bidder's fees, in a

subsequent rate case. The Commission shall use its discretion in determining whether to allow

the cost to be recovered through customer rates.

One week prior to the deadline for submitting bids, a load-serving entity shall provide the

independent monitor a copy of any bid proposal prepared by the load-serving entity or entity
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affiliated with the load-serving entity and of any benchmark or reference cost the load-serving

entity has developed for use in evaluating bids. The independent monitor shall take steps to

secure the load-serving entity's bid proposal and any benchlTlark or reference cost so that they are

inaccessible to any bidder, the load-serving entity, and any entity affiliated with the load-serving

entity.

Upon Staffs request, the independent monitor shall provide status reports to Staff throughout the

RFP process.
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Comments on Notice of Proposed Rulemaldng

Section Public Comment Commission Response
WRA expressed support for the
proposed IP rules, stating that they
are in the public interest and should be
adopted by the Commission, with a
few clarifications, and that the
proposed IP rules have many
strengths, including explicit reference
to environmental impacts of power
generation, recognition of the
uncertainties encountered in planning,
recognition of the multiple objectives
of resource planning, the public input
process to be used in creating resource
plans, and Commission
acknowledgment of resource plans.
WRA stated that Arizona electric
utilities' resource decisions in the
coming decades will affect electric
rates, their own financial condition,
and environmental quality and that the
resource planning process can help
manage the risks posed by uncertain
fuel prices, uncertain capital costs for
new resources, risks to cost recovery,
and potential costs of reducing
environmental impacts.

The Commission acknowledges the
supportive comments.
No change is needed in response to
these comments.

Interest Energy All iance stated that
the Commission's public process to
develop the proposed IP rules was a
very good process, with broad
participation and much collaboration,
that the procurement methodology and
independent monitor provisions in the
proposed IP rules are very important
for independent developers and for

The Commission acknowledges the
supportive comments.
No change is needed in response to
these comments.

4

4
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Exhibit E

Summary of the Comments Made on the Rulemaldng and the Agency Response to Them,
Prepared Pursuant to A.R.S. §4I-IooI(I4)(d)(iii)

The written and oral comments received by the Commission concerning the Notice of Proposed
Rulemaking, after its publication date, are included in the following table, along with the
Commission response to each.

P roposed  IP
Rules Generally
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making sure that good resources are
obtained in the future, and that, going
forward, the proposed IP mies will
e an important 100 For

Commissioners, utilities, and
stakeholders in evaluating complex
issues in energy.
Two private individuals, a married
couple, expressed support for the
direction the Commission is taking
with regard to energy efficiency. One
of them urged the Commission to
adopt aggressive energy efficiency
standards and goals in rules.

The Commission acknowledges the
supportive comments and notes that
the Commission has proposed Electric
Energy Efficiency Standards rules in a
separate docket.
No change is needed in response to
these comments.

Rule 70l(33) WRA requested that the phrase
"(including fuel cost)," which was
stricken in the proposed IP rules'
definition of "Production Cost" be
restored.

The Commission agrees that it is
appropriate to include the language
"including fuel cost" in the definition
and has included it in the text for the
Notice of Final Rulemaking.

Rule 703(F)(6) WRA requested that "or in an order of
the Commission" be added at the end
of the subsection to clarify that an
energy efficiency requirement set by
the Commission by order rather than
by rule would need to be met in a load-
serving entity's resource plan.

The Commission agrees that it is
appropriate to include this language at
the end of the subsection to clarify that
a load-serving entity's resource plan is
expected to address energy efficiency
so as to meet requirements set in
Commission orders as well as
Commission rules. The Commission
has included this language in the text
for the Notice of Final Rulemaking.

Rule 704(B) WRA requested that "Environmental
impacts of resource choices and
alternatives" be listed as a factor to be
considered by the Commission, to
make the rule consistent wide the
numerous provisions in the proposed
IP rules requiring environmental
impacts to be addressed. WRA stated
that the proposed IP rules include
more than a dozen passages pertaining
to analysis and consideration of the
environmental aspects of various
generation resources and their
alternatives.

The Commission agrees that it is
appropriate to include environmental
impacts of resource choices and
alternatives as a factor to be
considered by the Commission in
reviewing a load-serving entity's
resource plan and has included the
language in Rule 704(B)(7) in the text
for the Notice of Final Rulemaking.
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