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IN THE MATTER OF THE NOTICE OF DOCKET NO. RE-00000A-09-0249

PROPOSED RULEMAKING REGARDING

RESOURCE PLANNING. DECISION N, 71722
OPINION AND ORDER

DATE OF HEARING: March 4, 2010

PLACE OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Sarah N. Harpring

IN ATTENDANCE: Kristin K. Mayes, Chairman

APPEARANCES: Charles Hains, Staff Attorney, Legal Division, on behalf
of the Utilities Division of the Arizona Corporation
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
1. 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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“IRP”) in A.AC. Title 14, Chapter 2, Article 7 (“current IRP rules”). In Exhibit B to Decision No.
56313, the Commission explained that the current IRP rules “are intended to minimize the costs of
providing electric energy services by improving long range planning and by establishing Commission
review of utilities’ long range plans.”

2. The current IRP 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 IRP 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 1, 1994), the Commission considered utilities’ 1992

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

The purpose of IRP 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 can be achieved by finding the mix of
supply and demand side resources that minimize society's costs.

4. While the current IRP 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 (“AEPCQ”); 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 IRP 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.

! Decision No. 58643 at 56.
2 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).

2 DECISION NO. 71722
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In addition, the Commission suspended specific portions of the current IRP rules® through the end of
1998 and suspended until further order of the Commission the obligation for utilities to file 1998
resource plans. The Commission further ordered an IRP Task Force, established pursuant to an
carlier Procedural Order, to continue meeting to work on modifying the current IRP rules to better
meet future needs in the competitive electricity marketplace.’ The suspension of the specific portions
of the current IRP rules was extended unti} further 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.®

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

8. In April, May, and July 2007, Staff held resource planning workshops for competitive
procurement issues. Written comments on competitive procurement issues were filed by eight
entities. Staff issued a Draft Staff Report on Competitive Procurem_enf Issues in October 2007, to
which six entities filed comments. Staff then issued a Final Staff Report on Competitive

Pro.curement Issues in November 2007, recormhending that the Commission adopt Recommended

The portions of the current IRP rules suspended were A.A.C. R14-2-703(A)(2), R14-2-703(A)(4)-(9), R14-2-703(C)-
(F), and R14-2-704.
* " The hearing on the 1995 resource plans had been stayed pending proposed Staff modifications to the current IRP
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 IRP
rules needed to be either revised or repealed in light of impending electric industry competition, the passage of the retail
electric competition rules, 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.

3 DECISION NO. 71722
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Best Practices for Procurement rather than conducting rulemaking at that time. On December 4,
2007, the Commission adopted Recommended Best Practices for Procurement (“BPPs”) in Decision
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
filed 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 partiés a first draft of revisions to
the current IRP rules, which included both the BPPs and provisions for the consideration of fuel
diversity and efficiency of generation resources.

11.  On October 3, 2008, Staff distributed to interested parties a second draft of revisions
to the current IRP rules. Comments were received from APS, Grand Canyon State Electric
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 rulernaking 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 IRP 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
filing of a Notice of Rulemaking Docket Opening (“NRDO”) and a Notice of Proposed Rulemaking
(“NPRM”) to revise the current IRP mlés, along with additional procedural deadlines and
requirements. Along with the Memorandum, Staff included a Proposed Order and a fourth draft of
revisions to the current IRP rules (“fourth draft™), for Commission consideration at an Open Meeting.
Per Staff’s Memorandum, the fourth draft incorporated some of the comments received regarding the
third draft of revisions to the current IRP rules.

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

November 20, 2009, and was continued for discussion at the Commission’s Open Meeting on

4 DECISION NO. 71722
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December 7, 2009, at which it passed, with amendments.

16.  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 rules included as
Exhibit A to the Decision.® 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.

17. On January 8, 2010, the NRDO and NPRM were published in the Arizona
Administrative Register. The NPRM is attached hereto and incorporated herein as Exhibit A.

18. © The NPRM proposes to revise the current IRP 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 IRP rules and the proposed IRP rules published in the NRPM (“proposed IRP rules”) are that
the proposed IRP rules:

a. Apply only to load-serving entities, defined 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

megawatts combined;

b. Delete numerous demand-side data fields from historical data filing
requirements;

c. Change the forecasting and planning horizon from 10 years to 15 years;

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

every even year rather than every 3 years;
€. Require load-serving entities to submit data regarding air emissions, water

consumption, and tons of coal ash produced;

6  The fourth draft was revised during the Open Meeting through amendments.
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Require load-serving entities to analyze and address in their plans
environmental impacts related to air emissions, solid waste, and other
environmental factors and reduction of water consumption and to address the
costs for compliance with current and projected 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. R14-2-1805 or a
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 the procedures it will follow for public
input;
Address the use of confidentiality agreements to protect confidential business
data or electricity infrastructure information required to be submitted under the
proposed IRP 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 either
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;

Make a Commission hearing on a resource plan discretionary, allow for a

6 DECISION NO. _ 71722
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Commission workshop on a resource plan, and provide that the Commission
may extend its order deadline if a hearing or workshop is held;

n. 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;

0. Allow a load-serving entity to file for approval of specific resource planning
actions;
p- Allow a load-serving entity to file an amendment to an acknowledged resource

plan if conditions or assumptions change materially;

q. Establish requirements for load-serving entity procurement methods for the
wholesale acquisition of energy, capacity, and physical power hedge
transactions;

I. Require a load-serving entity to engage an independent monitor to oversee all
request for proposal (“RFP”) processes for procurement of new resources; and

s. 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.

19. On January 15, 2010, Staff filed an Economic, Small Business, and Consumer Impact
Statement (“EIS™). The EIS is attached hereto and incorporated herein as Exhibit B.

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

21. 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.

22, On March 4, 2010, an oral proceeding on the proposed IRP rules was held at the
Commission’s offices in Phoenix, Arizona. Staff appeared through counsel, provided a statement
summarizing the purpose of the proposed IRP rules, and provided Staff’s analysis of the applicability
to this rulemaking of Laws 2009, Chapter 7, § 28 (3 Special Session) (“Moratorium”). Staff also
answered a number of questions from the presiding officer related to the language of the proposed

IRP rules. Interwest Energy Alliance provided public comment in support of the rulemaking, and

7 DECISION NO. __71722
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two individuals provided public comment urging the Commission to adopt energy efficiency
standards and goals.”

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 IRP rules. In addition, Staff asserted that it is
not necessary to make any revisions to the EIS filed on January 15, 2010.

Authority for this Rulemaking

24, The Commission possesses the authority to engage in rulemaking under both its
constitutional authority and its statutory authority endowed by the legislature. In the NPRM, Staff
cited both constitutional authority and statutory authority for this rulemaking.®

25.  Article 15, § 3 of the Anzona 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. . . .

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, further, that deference must be given to the Commission’s determination of what
regulation is reasonably necessary for effective ratemaking.’

26.  As is discussed further below, the Commission finds that the proposed IRP 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 rulemaking 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.

¥ Specifically, Staff cited the following: Arizona Const. Axt. 15, § 3; AR.S. §§ 40-202, 40-203, 40-321, 40-322, 40-
281, and 40-282.

®  Arizona Corporation Comm’'n v. Woods, 171 Ariz. 286, 294 (1992) (“Woods™) (concluding that the Commission had
the authority under its constitutional ratemaking power to enact its Affiliated Interest rules, becausg they are reasonably
necessary for ratemaking, and giving deference to the Commission’s determination of what regulation is reasonably
necessary for effective ratemaking).

8 DECISION NO. 71722




O e ~ & R

DOCKET NO. RE-00000A~09-0249

under Art. 15, § 3. However, without waiving its position that this rulemaking is wholly authorized
by Art. 15, § 3, the Commission also sets forth herein its statutory authority, and its additional
constitutional authority, for this rulemaking.

27. AR.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 m this title or
in addition thereto, necessary and convenient in the exercise of that power and jurisdiction.” This
langnage, 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

28.  AR.S.§ 40-203 states:

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 n

connection therewith, or that the rules, regulations, practices or contracts,

are unjust, discriminatory or preferential, illegal or insufficient, the

(t:hqmmilss}?n shall determine and prescribe them by order, as provided in
18 titie.

29.  ARS. § 40-321(A) states:

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.

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

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

0 Southern Pacific Co. v. Arizona Corp. Comm'n, 98 Ariz. 339, 348 (1965).
11 AR.S. § 40-203 (emphasis added).

9 DECISION NO. 71722
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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.

31. ARS. §§ 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
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. §§ 40-281(A), (C); 40-282(C).)

32.  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 information
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:

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 eamings 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.

These provisions grant the Commission authority to require a public service corporation to provide
reports concerning both past business activities and future plans.12

33.  In addition, by its plain language, Art. 15, § 3 grants the Commission authority to
regulate public service corporations in areas other than ratemaking, specifically authorizing the
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 [public

2 Arizona Pub. Serv. Co. v. Arizona Corp. Comm’n, 155 Ariz. 263 (App. 1987), approved in part, vacated in part, 157
Ariz. 532 (1988).

10 DECISION NO. _ 71722
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service] corporations.”]3

Rationale for the Rulemaking

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 from stakeholders in a transparent process, with consideration
of reliability, deliverability, cost, environmental impacts, risk, 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 responsibiiities.|4

35. Regulating electric utilities' resource portfolios is an essential part of the

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

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

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

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

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

mies, and none of whom are small businesses.

37. Arizona currently has a monopoly market structure for electric utilities. The

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 he capitalized, such as purchased power costs,
fuel costs, salaries, and taxes. The resulting "Revenue Requirement"” is the amount that a utility is

authorized to collect from its customers through its rates and that the rates adopted by the

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

13 Ariz. Const., Art. 15, 8 3. The Commission is aware of Arizona Corp. Comm 'n v. Pacific Greyhound Lines, 54 Ariz.
159 (1939) (""Pacg'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.

on No. 69127 (@gvemsbeﬁbe RBHEYonst., An. 15, §
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customers are inextricably related to the amount of physical assets (such as generation plant facilities)

2 used by the utility and the costs of sen/ice incurred by the utility (such as costs of purchasing power

1 1.
3 to meet peak load and the costs of the fuel sources used to generate electricity).

4

5

6

7

8

9

38. If load-serving entities are permitted to recover the costs of compliance with the
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-tenn
resource plans under the revised IP rules will impact the load-serving entities' rate base (as a result

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

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

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

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

in long-term cost savings to the load-serving entities and thus to their customers because of decreased
reliance on volatile fossil-iiuel based generation and increased reliability and cost stability.

40. The increased generation source diversity required in load-sewing entities' long-term
resource plans, and the requirement for load-serving entities to consider and address environmental
impacts, such as air emissions, coal ash, and water consumption, should result in benefits to the
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")I7 (which require affected utilitiesis to satisfy an annual renewable energy requirement by
obtaining renewable energy credits firm eligible renewable energy resources and to satisfy a
distributed renewable energy requirement by obtaining renewable energy credits from distributed

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 R14-2-1815.

An affected utility is a public service corporation serving retail electric load in Arizona that is not a utility
distribution company with more 1Lhanhalf of its customers located outside of Arizona. (A.A.C. R14-2-1801 .)
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Electric utilities’ generation portfolios consist primarily of fossil fuel
resources,

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
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
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,
and

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,

13 DECISION NO» 71722
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1 and safety of their customers and the Arizona public.19
2 43. The proposed IP rules are designed to ensure that the costs and rates for electric
3 'service over the 1ong~run are just and reasonable, that electric service to Arizona customers is
4 adequate ad reliable, and that adverse environmental impacts from fossil-fuel generation are
5 minimized to the extent feasible. The proposed [RP rules will accomplish this by requiring load-
6 sewing entities to engage in long-term resource planning, to factor adverse environmental impacts
7 and energy efficiency into their planning processes, to consider using a wide range of resources
8 within their resource portfolios to promote fuel and technology diversity within their resource
9 portfolios, to diversify their energy resource portfolios by meeting established standards for
10 renewable energy I'€ESOU1'CES and distributed generation energy resources, and to use procurement
11 processes based on the BPPs adopted in Decision No. 70032. To ensure that the Commission is kept
12 informed and is able to monitor load-serving entities' resource planning processes, the proposed IP
13 rules also require the load-serving entities to continue submitting historical data to the Commission
14 and to submit projections, work plus, and action plans to the Commission. The proposed [RP rules
15 are the progeny of a long line of rate-regulating rules and regulations, are reasonably necessary for
16 effective ratemaldng and for the convenience, comfort, safety, and preservation of health of the
17 patrons of load-serving entities, and will result in the adoption of just, reasonable, safe, proper,
18 adequate, and sufficient standards for load-serving entities' resource plans.

19 Rulemaking Requirements

20 44, A.R.S. 8 41-1057(2) exempts Commission rules Hom A.R.S. Title 41, Chapter 6,
21 Article 5, pertaining to review and approval of rulemaking by the Governor's Regulatory Review
22 Council, but requires the Commission to "adopt substantially similar rule review procedures,
23 including the preparation of an economic impact statement and a statement of the effect of the rule on
24  small business."

25 45. A.R.S. § 41-1022(E) provides that i£ 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,

27

28 * See Decision No. 69127 at 54-55.
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the agency shall issue a supplemental notice containing the changes in the proposed rule and shall

2 provide for additional public comment pursuant to A.R.S. § 41-1023 .

3
4
5
61
.
8

9

46. A.R.S. 8 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:

l. 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 die effects of the rule differ from the
effects of the published proposed rule if it had been made instead.20

1e Attorneyl@eneral todieviewArRes. that are exempt

vhether the fulespnsciranacamRiS, &ind understandable,

12

13

14

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

compliance with appropriate procedures.

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

4 before they betome e ftecteral GodeniisdaB.rgles

16

17

18

19

20

21

22

23

24

25

26

27

28

promulgated pursuant to the Comlnission's exclusive constitutional ratemaldng audiority need not be
submitted to the Attorney General for certification21 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.22

49. 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 rulemaldngs
"[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.

D ARS. §

2L Corbin v. Arizona Corp. Comm 'n, 174 Ariz. 216, 219 (App. 1992); Phelps Dodge Corp. v. AEPCO, 207 Ariz. 95,
115 (App.2004) ("Phelps Doa'ge").

H See, e.g., Phelps Dodge, 207 Ariz. at 129-30.
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1 (Moratorium subsections (B)(4), (7).) The Moratorium further provides that an agency shall not

2 conduct any Rulemaking permitted by the Moratorium without the pallor written approval of the

3 Governor, but expressly exempts the Commission from that requirement. (Moratorium subsection

4 (©»

5 50. Because the Commission is conducting this Rulemaking to fulfill its constitutional

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

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

8 approval before proceeding with this rulemaldng.

9 51. Although the Commission finds that this rulernaldng is being conducted to fulfill the
10 Commission's constitutional obligation under Aft. 15, § 3, and pursuant to its plenary and exclusive
Il raternaking authority under Art. 15, 8§ 3, and thus that the Commission is not required to obtain
12 Attorney General certification of this Rulemaking under A.R.S. § 41-1044, the Commission finds that
13 itis prudent, in an abundance of caution and without waiving its position as to its constitutional
14 authority for the Rulemaking, to submit this Rulemaking to the Attorney General for certification.

15 Public Comments

16 52. The Commission received one set of written comments, from WRA, after the
17 publication of the NPRM. WRA stated that the proposed IP miles are in the public interest and
18 should be adopted by the Commission, with a few clarifications, and that the proposed [RP rules have
19 many strengths, including explicit reference to environmental impacts of power generation,
20 recognition of the uncertainties encountered in planning, recognition of the multiple objectives of
21 resource planning, the public input process to be used 'm creating resource plans, and Commission

22 acknowledgment of resource plans. WRA further stated:

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

27 WRA requested that the following clarifying changes be made to the proposed IP rules:
28 3. In Rule 701(33), in the definition of "Production Cost," that the phrase

16 DECISION ND. _,11'/27
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22

23

24

25

26

27

28
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(including iiuel cost)," which was stricken in the proposed IP rules, be
restored,

b. In Rule 704(B), that "Environmental impacts of resource choices and
alternatives" he listed as a factor to be considered ‘ay the Commission, to make
the rule consistent with the numerous provisions" in the proposed IP rules
requiring environmental impacts to be addressed, and

C. In Rule 703CF)(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.

53. 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 Commission's public process to

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

. Interwest 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 IP rules are very important for independent developers and are important
for malting 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 he
able to evaluate really complex issues that we're starting to face in energy."24 One of the private
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 taldng with

regard to energy efficiency."

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

3 WRA asserted that the proposed IP mies 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.at12.

5 See Tr.at 13-17.
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IP rules and providing the Commission's responses to those comments is attached hereto as Exhibit
E and incorporated herein. The summary of comments and the Commission's responses to those
comments, as set forth in Exhibit E, should be included in the Preamble for a Notice of Final
Rulemaking in this matter.
Probable Economic Impacts

56. Staff's EIS asserts that load-sewing 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 Hom a fair and transparent procurement process that will encourage the lowest

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

13

14

15

16

17

included in the EIS for this mlemaldng.
57. We also find that the information set forth in Findings of Fact Nos. 36 through 41

should be added to the EIS for this Rulemaking to reflect more fully the Rulemaking's impacts.

Staff's Recommendations

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

18 published in the NPRM:

19

20

21

22

23

24

25

a. The changes requested by WRA in its written comments, as set forth in
Findings of Fact No. 52, which Staff asserts are clar*ifications,26

b. In '703{D)(I)(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)(17) but
more appropriately included in 703 (D)(l)(h);

c. In 703(D)(17), in the first sentence, that the language "a plan" be deleted

26 26 Staff asserted that not including "or 'm an order of the Commission” in Rule 703(F)(6) was an oversight, as it was

27

28

always contemplated that any Connnission energy efficiency standards set by order as opposed to mle 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 TO4(B)(8). (Tr. at Il,)
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Resolution

59.
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before "for reducing water consumption” to clarify that reducing water
consumption can be included in the plan for reducing environmental impacts,
In 703(D)(17), that the second sentence be deleted because it is more
appropriate for the language to be included in 703(D)(I)(h) and because the
language is redundant with 703(E)(1)(<1);

In '703(D)(17), that the last two sentences be deleted and moved to a separate
subsection 703(l), with conforming changes, because a separate subsection
would be a more appropriate location,

In '103(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.

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

increase the clarity, conciseness, and understandability of the proposed [RP Mes and should be

adopted.

60.

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

26 result in a substantial chandg-i®#% anuposed [RP rules, as detemtined under A.R.S. §

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

28 | the persons affected by the rules, the subject matter of the miles, the issues determined by the rules, or

19 DECISION NO. /1722
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1 the effects of the rules.

2 61. As published in the NPRM, the proposed [RP rules included several minor elTors that

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

4 a. In subsection 703(D)(3)(c), the words "An explanation of' should be removed
5 as redundant and replaced with "%he The",
6 b. In subsection 703(B)(1)(i), a stricken comma should appear before the
7 underlined semicolon,
8 C. In subsection 703(D)(14)(d), commas should be included before "including”
9 and after "consumption”,
10 d. In subsection 704(ID), the misspelling of "acknowledgment" should be
11 corrected, and "the" should be underlined after "the",
12 e. The labels for subsections 703(B)(1)(1), (B)(1)L» ), and (B)(4) should not be in
13 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 f No. 58 and the minor corrective changes described 'm Findings of Fact No. 61 ("revised IP rules"),
17 are set forth in EMiibit D and incorporated herein and should be adopted by the Commission.

18 63. The revised IP rules, as set forth in Exhibit D, should be submitted to the Attorney
19 General's Office for approval pursuant to A.R.S. § 41-1044, in the form of a Notice of Final
20 Rulemaking that includes a Preamble complying with A_R.S. § 41-100I(14)(d), along with a separate
21 Economic, Small Business, and Consumer Impact Statement that combines the information contained
22 . in the EIS filed by Staff and the information set forth in Findings of Fact Nos. 36 through 41 .

23 concLUsions OF LAW

24 3, the Gommisziwsulaas tuRrardgaaonstitution, Art. 15, 8

25 jurisdiction to amend Article 7 and Rules 701 through 704 and to adopt Rules 705 and 706 as
26 reflected in Exhibit D.

27

28 P geyeral of these errors appear to have resulted firm changes made at the Office of the Secretary of State.
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1 2. The revised [RP rules, as set forth in Exhibit D, are reasonably necessary steps for
2 effective Rulemaking and are reasonably necessary for the convenience, comfort, safety, and
3 preservation of health of the patrons of load-sewing entities and will result in the adoption of just,
4 reasonable, safe, proper, adequate, and sufficient standards for load-servin8 entities’ resource plans.
5 3. Because the Commission is adopting the revised IP rules to fulfill its constitutional
6 ratemaldng obligation under Art. 15, § 3, this rulemaldng is not prohibited by Laws 2009, Chapter 7,
7 § 28 (3I'd Special Session).
8 4. Although the Commission is not required to submit rulemakings authorized by the
9 Commission's constitutional authority under Art. 15, 8 3 to die Attorney General for certification
10 under A.R.S. § 41-1044, it is permissible for the Commission to do so, and the Commission's
11 decision to do so does not constitute a waiver of its position that this Rulemaking is wholly authorized
12 by Art. 15, §3.
138 5. Pursuant to Arizona Constitution, Art. 15, 8§
14 203, 40-204(A), 40-28I(A), 40-282(C), 40-321(A), and 40-322(A), the Commission has additional
15 authority and jurisdiction to amend Article 7 and Rules 701 through 704 and to adopt Rules 705 and

16 706 as reflected in Exhibit D.

17 6. Notice of the oral proceeding regarding the NPRM was provided in the manner
18 prescribed by law.

19 7. Article 7 and Rules 701 through 706, as set forth in Exhibit D, contain no substantial
20 changes from the proposed [RP rules as published in the NPRM.

21 8. Article 7 and Rules 701 through 706, as set forth in Exhibit D, are clear, concise, and
22 understandable; within the Commission's power to make, within enacted legislative standards, and
23 made in compliance with appropriate procedures.

24 9. Adoption of Article 7 and Rules 701 through 706, as set forth in Exhibit D, is in the
25 public interest.

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

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

41-1057(2) @8iNbeUGE beradgptéti.will comply with A.R.S. §

21 DECISION NO, 71722
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1 1. The summary of the written and oral comments received concerning the NPRM and
2 the Commission's responses to those comments set forth in Exhibit E are accurate, will comply with

3 AR.S. § 41-100I(14)(d), and should be included in the Preamble for the Notice of Final Rulemaldng

4 for aNs matter.

S| ORDER

6 IT IS THEREFORE ORDERED dirt Arizona Administrative Code Title 14, Chapter 2,
7 Article 7, and Rules R14-2-701 through RI4-2-706, as set forth in Exhibit D, are hereby adopted.
8 IT IS FURTHER ORDERED that the Commission's Utilities Division StaMegal Division
9 Staff shall create a separate Economic, Small Business, and Consumer Impact Statement that
10 combines the information contained in the EIS filed by Staff and the information set forth in Findings
11 of Fact Nos. 36 through 41 and that the Commission hereby adopts the separate Economic, Small
12 Business, and Consumer Impact Statement so created.
13 IT IS FURTHER ORDERED that the Commission's Utilities Division Staff/Legal Division
14 Staff shall prepare and file with the Office of the Attorney General, for approval pursuant to Arizona
15 Revised Statutes § 41-1044, a Notice of Final Rulemaldng that includes the text of Arizona
16 Administrative Code Title 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set
17 forth in Exhibit D, and a Preamble that conforms to Arizona Revised Statutes § 41-1001(14)(d) and
18 includes a summary of comments and Commission responses as set forth in Exhibit E. The
19 Conlmission's Utilities Division Staff/Legal Division Staff shall also tile with the Ofice of the
20 -Attorney General the separate Economic, Small Business, and Consumer Impact Statement required
21 to be created by the second ordering paragraph herein and any additional documents required by the
22 Office of the Attorney General for its approval process.
23 .11
24
25
26
27

28
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1 IT IS FURTHER ORDERED that the Commission's Utilities Division Staff/Legal Division
2 Staff is authorized to make non-substantive changes in the adopted Arizona Administrative Code
3 Title 14, Chapter 2, Article 7, and Rules R14-2-701 through R14-2-706, as set forth in Exhibit D, the
4 adopted Economic, Small Business, and Consumer Impact Statement, and any additional documents
5 required by the Office of die Attorney General in response to comments received from the Office of
6 the Attorney General during the approval process under Arizona Revised Statutes § 41-1044 unless,

7 after notification of those changes, the Commission requires otherwise.

8 IT IS FURTHER ORDERED that this Decision shall become effective immediately.
9 BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
10
11 nr
- 4774 1
12 CHA11z1vLAR' * MISSI-r R
18 I / 3 C
14 CO * 1ssioll<rER COMMISSIO R 7/ C | -
1o IN WITNESS WHEREOF, 1, ERNEST G. JO | -e 9
16 Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official sea] of the
17 CommissiOn to be affixed at the Capitol, in the City of Phoenix,
this .3"*dayof TD4 4> , 2010.
18
o
19
En .16 so
20 EXECUTIVE DIRECTOR
21
22
DISSENT
23
24
DISSENT
25 ShHdb
26
27
28
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EXHIBIT"A"

Arizona Adminzktrative Register /Secretary o_)Slate
A Notices of Proposed Rulemaking

NOTICE OF PROPOSED RULEMAKING

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

CHAPTER z. CORPORATION COMMISSION
FIXED UTILITIES

Editor ZN Note: The following Notice ofProposed Rulemaking is exemptfrom Laws 2009. 3rd Special Session. Ch. 7, §28. (See
/he lex! 0f§28 on page 74.)

[RO9-140]
PREAMBLE
L Sections Affected Rulemaking Action
Article 7 Amend
R14-2-70] Amend
R14-2-702 Amend
R14-2-703 Amend
RI4-2-704 Amend
R]4-2-705 New Section
R14-2-706 New Section

2. The snenitic authority for the Rulemaking. inchldinsr both the authorizing statute (general) and the statutes the
rules are implementing (specific):
3, A.R.S. §Authorizing statute: Arizona Constitution Article XV §

3, A.R.sigplementing statute: Arizona Constitution Article xv §
282

3. Alist Rf 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 INks issue)

$ The name and address of aoencv personnel with whom persons may communicate resvardinz the rulemakimr:

Name: Maureen A. Scott, Esq.
Attorney, Legal Division, Corporation Commission
Address: 1200 w. Washington St.
Phoenix, AZ 85007
Telephone: (602) 542-3402
Fax: (602)542-4870
E-mail : mscott@,azcc.gov
or
Name: Barbara Keene
Public Utilities Analyst, Corporation Commission
Address: 1200 W. Washington St.

Phoenix, AZ 85007

Volume 16, Issue 2 Page 34 January 8, 2010
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Tel phone: (602) 542-0853
Fax: (602) 364-2270
E-mail: bkeene@azcc.gov

s. An explanation of the rule. includinsr the anencv'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.

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

9 A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not to rely
Qn 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 smdv and other supporting material:

None

L A showier of good cause why the rule is neeessarv to promote a statewide interest if the rule will diminish a previews
Aus grant of authority of a political subdivision of this state:
Not applicable

8 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 scr-

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.

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

9. The name and address gf agency personnel with whom persons may communicate rewarding the accuracy of the
economic. small business. and consumer impact statement’

Name: Maureen A. Scott, Esg. .
Attorney, Legal Division, Arizona Corporation Commission
Address: 1200 W. Washington St.
Phoenix, AZ 85007
Telephone: (602) 542-3402
Fax: (602) 542-4870
E-mail: mscott@azcc.gov
or
Name: Barbara Keene
Public Utilities Analyst, Arizona Corporation Commission
Address : 1200 W. Washington St.
Phoenix, AZ 85007
Telephone: (602) S42-0853
Fax: (602) 364-2270
E-mail: bkeene@azcc.gov
_: laDJIH'} 882010 Page 35 Volume 16, Issue 2
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Arizona Administrative Register /Secretary o_fSl'ate
Notices oi"i'roposcd Rulemaldng

Il],, The time. place, and nature of the proceedings for the making. amendment, or repeal of the rule, al' if no proceed-
ing is scheduled. where, when. and how persons may reusest an oral nroceedinv on the proposed rule:
Public comment will be held on March 4, 2010, beginning at i 0:00 a.m. or as soon as practicable thereafter, in Hear-
ing Room | at the Commission's Phoenix offices of the Arizona Corporation Commission located at 1200 W, Wash-
inglon St., Phoenix, AZ 85007. Hearing Division requests initial written comments be received on or before February
16, 2030, and response/ecomments be received on or before February 23, 2010. Comments should be submitted Lo
Docket Control at the above- address. Please reference docket number RE-00000A-09-0249 on all documents.

Li, Arvother matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of

rls:
None
_LL Incorporations by reference and their Ig>catlon in the rules:
None

Q The full text of the rules follows:

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

CHAPTER z. CORPORATION COMMISSION
FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R14-2-701.  Definitions

R14-2-702.  Applicability

R 14-2-703 _ reporting requirements Load-serving Ennis Reporting Requirement;
R14-2-704. Commissionreview of utility plans Review fLo_ad-sewingEntity Rcsourcl:.plans
RI4-2-705.  Procurerment

R14-2-706.  Indepcndcnl Monitor Selection and Responsibilities
ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

R}4~z-701. Definitions
SFheddaHewing—€éiHHtions  shall apply unlcns the contc9tEe%oheFnise-requires In this Article. unless otherwise specified;
-l-.  441334-ianeee§ieiene5-4:heenefgy--usagc per unit of output of u partie

nstommrs in n given customer czla55-whe-have-n—pa8 4e#adeF-i3=—peedlenefgy-
Cr class divided by the number el

elaee=

41 :Baseleaddeneandll-demand for on orgy that

L "A9Lrowledgmerit" means a Commission determination, under R14-2-704. that a plan meets the basic requirements
of this Article_,

2 "Aviated" means related throuch ownership of voting 5eclJrities- through contract. or otherwise in such a manner

that one entiljy_directly o;in_directly controLs__anoth_er, is directly ogjndirectly controlled by anoLl;er- orj-5 under direct
or indirect common control with another entity.

51.3 "Benchmark" - means to calibrate against a known set of values or standards.

ii "Book life" - means the expected time period over which a power supply source will be available for use by ehe=dtili=1=y
g_j Oad-serving entity,

L  "Btu" means Britishjhermal unit,

;48 means the amount of electric powe. measured in megawatts, which 4-8 a power source is rated to pro-
er, or the rnarwfueeufer vide;eitha» b;¢

8:1 "Capital costs" .-  an the construction and installation cost of facilities, including land, land rights, structures, and
equipment.

91 2€egene¢=afien2'--theeequerrt-la}=p¢=edoenefwf electricity and heat, steam;-ees

& "Coinciden_t peak" means the maximum ciihe sum of two or more demands Qjiat occur in the s.em== darn-and interval,
which demandinterval may be established on an annual. monthiv. or hourly basis.

443-.i "Customer class" - means a group subset of customers categorized-aecordina towith similar characteristics, such as
amount of energy consumed;; amount of demand placed on the energy supply system at the system peak;, hourly,
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daily, or seasonal load Plfiemz; primary type of activity engaged in by the customer, including residemigl, commer-
cial industriaL agricultural, and governmental, and location. Qustomar clrmscs may inaludc residential, commurciul,
industrial, agricultural, municipal, and other categories.

4-1<ML "Decommissioning" -means the process of safely and economically removing a Qeneratine unit from service,

491 s-lin.hrenheit between the reference-tcmpcrature~end-elweewefege-terepemture
atere-partielalal=eay¥ Fhee-vcrngc temperature is the high temperature plus the low temperature diviéel-ey-Ev-1-feelagv-'s
Evel=age-Eenalaefasaa—eeaeeeedHIl=:c-r-ctcrcncc temperature, the day is e cooling degree day, if tireeiaylsewiefagetempera-
tt-n=e-is-less-thnn the reference temperature, the day Le 11 heating degreeearye

-1~-31_L "Demand management" - means beneficial reduction in the total cost of meeting electric energy service needs by
reducing or shiiiing in time the demand for electricity usage.

-1-4; "Derating" -.means areduction in agenerating unit's capacity.

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

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

L ; "Emergen_gyf"_means an unfogseen grad unforeseeable condition that:

8; Does not arise _from the load-serving en__titv's failure to engage in good utility practices
b. Is temporary in nature. and
e Threatens reliability or pos;s_anoLher significant ris3_to the system..

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

17. "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 entitygaeaributable lo transmission, conversion, distribution;-and
unaccounted for losses.

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

4  iFef=eed--eutage-Fete2-the---proport-ien—-of hours in a period, excluding those hours set asi-de-liar-plannedeatagesrira
wh4el+15@wc¢ f.s@fee,.;sea.a3 a generating unit, suffers unplanned outages due to unplanned--eornpenent-fai-lafeset

the see-ree be removed from service immediately or before--the-neift-plannedeutarge
"Generating unit" means a specific device or get of devices that converts one form of energy (such as heat or solar
energy) into electric energy, such as a turbineand generator or a set of photovoltaic cells.

20. "Heat rate" - means a measure of generating station thermal efficiency expressed in British thermal units (Btus3 per
netkilowatt hour kilowatt-hour and computed by dividing the total Btu content of fuel used for electric generation by
thekilowatt hourskilowatt-hours of electricity generated,

241 iilieuseiaeidr-ineeme-pattem" - the proportion of households falling in eeeh-of sevel=al--ieeeme-1=snges=

221 iinterehange-'lI-eleetrie-energy received-by the electric utility from another provider of eleeti=i-eit-y-el=supplied-ey-tI=\e
eleeerieatili~8» -te-another-previder-otlelcctricity which is not purchased or sold under the tern=|se£ e-leng-terrn~a<gree-
ment:

Z.L "Independent monitor" means a company or consultant that is not affiliated with a load-servine entity and that is
selected to oversee the conduct of a competitive procurement process under R14-2-706.

L ‘"Integration" means methods by which energy produced by intermittent resources can be incorporated into the elec-
tric grid.

12 j'Intermittent resources” means electric power generation for which the energy producti<3_varies in response to natu-
rallv occurring processes like wind or solar intensity.

Q-EMM "lIriterruptible power" - means power made available under ngroomcnta which an _agreement that permit permits
curtailment or cessation of delivery by the supplier.

2-4<;i "In-service date" - means the date a power supply source becomes available for use by Hieutility a load-serving
entity.

gr; 1 gred-serving entity" means a public service corporation that ﬁrOVide-S electricity ?eneration service and operates or
owns. in whole gr in part, a generating facility or “fagilsfi¢s with capacity ofat least 50megawatts combine,

Q '"Long_term" means having a duration of three or more years.

282; "Maintenance" - means the repair of generation, transmission, distribution, and administrative, and general facili-
ties;; replacement of minor items; and installation of materials to preserve the efficiency and working condition of
tire facilities.
4486n%enane&iehedule2-4hc--3pceiifre@ys during which u power production unit is removed frem-sea=)a§ ee4of-4nspee-
sied=\-ere=eefhaud-e£ eac-or more major components, such work is plasaned-wel-¥-il=rad—aaaace=

24, "Mothballing" - e n the ternponary removal of a generating unit from active service and accompanying leng-
farm storage activities .

283Lf; "Operate" - means to managenorhythepessdiengesponsible for the production of electricity §
facility, whether that facility is owned by the operator, in whole or in part, or whether that fuciliry is owned by another
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entity.

29: 5Qpe\)/,emg——eesfslI—8he—pezavep~p1:eduetion costs that are directly relacedalaFedHe5a8-e4ee&f5e§t5» =

8941 "Participation rate" - means the proportion of customers who take part in a specific program.

34-  "Probabilistic analysis" means a systematic evaluation of the effect, on costs, reliability, or other measures of per-
fomiance, ofthefengeof possible events affecting factors wliiOla thatinfluence performance, considering the chances
likelihood that the events will occur.

3241 "Production cost" - means the variable operating costs and maintenance cost (including fuel cost) co  of produc-
ing electricity through generation and plus the cost ofpurchases of power sufficient Lo meet demand.

9 "Refurbish” - me  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 maintc
nonce or repair, such as by changing the fuels v.I~'eh that can be used in a generating unit or changing the capacity of
a generating unit.

¢ n3_eans a measure of the ability oftheatilityls B ina entitv'5 generation, transmission, and Qt
dlstrlbut%wg%ifmlSs Ste to provide power w)|lthout fa||ur)/es mshould be, rgr:easured scparaicb' fer genera
t-ienfalansmission, and distribution systems. Measures-may[Q refieettlleptepeditiel&portion of time that each asystem
is unable to meet demand or die kilowatt hours kilowatt-hours of demand that could not be supplied.

QQ "Renewable energy resource" means an energy resource that is replaced rapidly by a natural. ongoing process and
thats not nuclear or fossjj_fuel.

3581 "Reserve requirements - mc  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 pee' :-eqzfrernerrts reserve sharing arrangements.

M "Reserve sharing arraneliment” means an agreement between two or more load-serving entities tr;-provide bgpkup
capacity.

36:8 "Resource planning' - means integrated supply and demand anal-ya-is-*for the purpose of idcntiiying the-means-of

meeting-eleetrieenergy-4el=viee--needs-at ds lowest total costrteleing--insanecount-isneertelinty analyses completed as
described in this Article.

40. "RFP" means request for proposals.

34-  "Self generation" - me  the production of electricity by an end user by any moons including oogcncnation.

38142, "Sensitivity analysis" - me  a systematic assessment of the degree of response of costs, reliability, or other mea-
sures of performance to changes in assumptions about factors whieh2¢  influence performance.

43. jjshont term" means having_a_duration ofjess_t11an three years,

398 "Spinning reserve" - means the capacity which the ut"ty a load-serving entity must maintain connected to the sys-
tem and ready to deliver power promptly in thgevent of an unexpected loss of generation source. The capacity may
be, expressed as a percentage of peak load, es a percentage of the largest enema ™ unit, or as la fixed megawatts.

nghiseion's UQ.Litiggs Division. whet-h§
tract.

iii "Third-party independent energy broker" means an entit'v. such as Preston Energy or Tradition Financial Services. that
facilitates an energy transaction between separate parties without taking title to the transaction .

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

48:48. "Total cost" - means all capital, operating, maintenance, fuel, and decommissioning costs. plus the mosts associated
with mitigating any adverse environmental effects. incured; by end users. load-5ervingentities- or others. in the pro-
vision or conservation of electric energy services borne-by-é#iegfnBafg;m3~14;ics, or others, and any nd=-=etseen=¢
eeteefeets.

8- - " ~that convcits one form of cnergy-(sueees--heat-eeseiar-enefgy)-i-nteelee-
%FieeHef9r-sHeh-as--9-Pdtbineand-~gef=ter=aEor or set of photovoltnic celLi;-eee=wel=e4a» nt-nn-aqy-have-multiple-onif

4-21 -'-'lleltfilityll--tI=\e-enety providing electric ner-.'icete~the~pubiie=

R14-2-702.  Applicability
ieiien-9 thc Commissibit gaeeditgntaa=HI%=Eies--u|4del=-tlacjafieé
(in puN or in whole) gcncrati ) ) ) )
Ct to the prswisienstbetie Bhwhgobelet This Article applies to each load-serving
entity. whether the power_ generated is for sale to end users 0.t is for resale.
i-of the Commission pursuant to

Zions of this Article upon tie-pgattst@e¥hnsissien-. An elect
Lricitv public service corporation that becomes a lo8d-serving entjtv by iricreasine its generating capacity/ to at least 50
megawatts combined shall Govide written notice to the Commission within-30 days after the increase-and shall comply
with the filing requirements in this Article within two Yeats after the nQtj-ce is filet;
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c. The Commission may. by Order. exempt aefil-ity load-serving entity from these requirements complying with any provi-
sion in this Article. Qr Rh_q_Article as a whole.upon a demonstration by the utility' determining that;

.L theTheburden of compliance with this the provision, or the Article gsgylhglg, exceeds the potential for cost savings
resit-tingb.e.n.s.i'il;$ to customers in the furn of fxtsisavings, service reliability, risk reductions._Qr_re_du.ced environmen-
tal impacts that would result from its participation the load-serving  ly's cgmgpliance with the provision or Article,
and

L  The public interest will be served by the exemption.

M Alo_gd;sglli;1g_entity that desires an excmgtign shall submit to Docket Control an application that includes. at a mini-
mum:

.L  The reasons why prewsigign tiedmiolgigrwithichexXatigde, or the sp1=Qili¢
son is requested. exceeds the potential benefits to customers that would result from the load-serving entice's compli-
gncqtyith _the provision or Article;

Data supporting the load-serving entity's assertions as to the burden of compliance and the potential benefits to cus-
tomers that would result from eompljgn he, and

L  The reasons why due public irtterzisit would be served Br the re_g3ested exemption.

E. A lo~d-serving entity shall file with Docket QQJ10;0l, within 120 days after the effective date pf these rules. the documents
that would have been due 09_Apl;i_L I._20I0. under R14-2-703(Q), (Di. (El. (FI. and (HI had the revisions to those subsec-
tions been effective at that time.

R14-2-703. - LWLLGUErg. s s nE: Load-sewing Entity Renortinn Reutlirements

A, Demand-side dnlu. Each utility shall provide the Commission stuff the demand data in subsections (A)(I] through (9)
below, within 90 days of the affective date of these rules and shall provide stud' with updated and revised dam by April i
ofeoch year thereafter. If records are not maintained for any item, the utility shall provide in beet estimates, such an ram
pie survey data. application of factors from one year's data to another year, or other methods, and fully describe how such
;3:'mate: 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:

. Hourly demand for the previous calendar year, disaggregated by:

Sales to end users;_,

Sales for resale”

Energy losses;, and

Other disposition of energy, such as energy furnished without charge and energy used by the load~serving

entity:

& If available, hourly demand for the previous calendar year disaggregated by :
av Residential custom ere,
b= Nonresidential customers by customer class and by type of business,
el Entillcs purchasing power for resale.

31; Coincident peak demand (megawatts) and energy demand consumption (rnegewatt 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.,

41 Number of customers by customer class by year for each of the previous 10 years: and

5: Heating-and cooling degree days by month for the previous 10 years. The utility may provide these data by elimatie
region at its option.

61 Residential customer charaeteristies and end use data collected in the last 10 curs which the utility has available,

coow

m  Mix of dwelling unit types (mingle family, multi family, mobile homes),
by lloueeheld income patterns,
et Appliance saturation by typer of upplianee,
d= Appliance saturation in' household income pattern and dwelling unit type,
& End use metering data
8 Appliance effi eieneyl date,
o= Appliance oerineeted load data, and
in: Data relating customer usage and heating and cooling degree days or temperature.
171 Nonresidential customer eharaeteriatiea and usage data collected in the Inst 10 years which the utility’ has available,

Number of customers by type ofbuninesn,

Number of employees be' type of business, .

Electricity usage by mgior end ume of power including space cooling, and

Hourly demand for major types of industrial and commercial customers for bnnelund, heating, and cooling uses

Ta=H
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81-gl Reduction in load (kilowatt and kilowatt-ho.u_rs)_in the previous calendar year due Lo existing demand management
measures, by type of demand man gerent measure, in the previous calendar your.

9: =°=%aual-evefage-pfiees-eileleeH=iei€y~ehavgcd to ouch nonresidential customer dass, by type of * biasiness;-an-d-te-|=esi-
dcntiul customers, for the previous 10 yours.

shall provide the Commission stuff the supply data indicated--i-n-subseetion-(-Bi)(-i-)-thi=eugh

4-}--within-99-day-s-e#£ hee§leef i=vede=te-e¥tilcsc rules and shall provide stuff with upddied-anéfe=w*lseda%o&-b5=14—=¢ 14|-1-4
eaeh--;-=eal=4hefea§ ea=r-I—tl1=o0eerds-are not maintained for any item, the utility shall provide-i%be&-esénates-ané%Hy
describe how those estimates were mode. A load-serving entice shall. by April | of each year. file with Docket Control 4
compilation of the following items of supply-side data. including for each item for which no record is maintained the
I0ad-serving entity's best estimate and a ital! description of how the estimate was made:

1. For each generating unit and purchased power contract for the previous calendar year:

a.
b.
c.

- JQ o

°Ss 3T FT

L

in» service dateand book life or contract period

Book life or contract period Type of generating unit or contract;

Gapaei-ty The load-sen/ing cntiofs share of the genet_ating 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 die
year-_*

Tor'ecd eutuge rate Annu.al§_E1p8cil.y factor(generating units orly);,

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 fuck,

Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;;

Purchased power energy costs for contract purchases lone-term contracts. in dollars per mc,8;v.'al': '-cur mega-
Watt-hour.

Fixed operating and maintenance costs of generating units, in dollars per megawatt *Br **e year

Demand charges for purchased powers

Fuel types for generating units, Fuel type for each_generating unit:

. Minimum capacity at which the ever tin unit would be Mn or power must be purchased;

Whether, under standard operating procedures, the generating unit must be run if it is available to WH;
Maintenance schedules tr generating unite, Description of each generating unit as base. load. intermediate. or
peaking;

and puvohnsed power contracts which the utility uses -in -its--pfoé&etien;
planning, and supply models. Environmental impacts, including air emission quantities (in metric tons or
pounds) _and fates fin quantities_ppr megawatt-hour) for carbon dioxide. nitrogen oxides. sulliir dioxide, mercury,
particulates. and other air emissions subject to current or expected future environmental regulation,
Water consumption quantities and rates. and
Tons of ma produced per generating unit,

2. For the power supply system for the previous calendar year:

~o oo TP

g.

A description of generatingunit commitment procedures;,

Production cost;

Reserve requirements-,,

Spinning reserve;,

Reliability of generating, transmission, and distribution systems;

interchange purchase Purchase and sale prices, gyggaged by month. tzJLthe aggregate of all purchases and sales
related to short-tgploontracts. and

Energy losses-.;

3. The level of cogcncrntiori and other forms of self generation in the u—~tility*%6 load-serving entity's service area for the
previous calendar yeé&h: and

kw l4rs-awailalalege-desefSpfien-and-:nap-o-fthe utility's transmission ay-stcm, including theeapaei%og» edieaeh» segmen%oeliltiae
transmission system. An explanation of any resource procurement processes used by the load-serving entity during
the prevj_Qus calendar vear.'ha'l_id not include use of an RFP, including the exception under which the process was
used.

following data and analyses to the Corn-rniooiefr-by-Beeembeif-3~I-,-p989;

a» nel-e° vea=3=-three§ -ear#5--tladeFeadter.-If no changes are forecast for any item, the utility may refer to previous f-i-lings-fer-t-het

item: A load-servirnl entity shall. by April | of each even year, file with Docket Control a compilation of the following

items of load data and analyses, which may include areferenceto the last filing made under this subsection Tor each item

for which there has been no change in forecast since the last filing:

I. Tar: year Fifteen-vear 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,
ihterruptiblc, and other .:8.:t;fn.;..J, customer classes, for interruptible power, for resale;., and for energy losses:,
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31 llaurly demand forecasts for 10 yearn, if requested in' staff.

3<L Disaggregation of the demand 1.9451 forecast of subsection (C)(1) into a component in which no additional demand
management measures are assumed, and a component assuming the change in load due to additional fore-
casted demand management ITIE8.SII¥ICSLI and

4: Beser=ile€iense-£demand-rnanagementpfegrams and measures included in the demand foreeasi; -inehaéinge
a: Plfans--tlor irrrplam ending the demand management measures,
bf illhe-pe=14ie%pa&ien+ate-of ewatomeee-by customer class with regard to each demand management-measere;

e 1Fhee§e;aeet-cd change in demand resulting from each of the measatesran-d

ft: The life of each program.

51 Besa=ip¥ien-e¥leaed4+demend--management program which was considered but rejected and L-he-;=easeas-4hr-fe;-jeeting
aaeh program.

6: Theeapieal-and—epeta%oiag-said maintenance costs of ouch demand management mcnsum considefed;-inehadég--praelL4-»
an] measures which warn rejected.

44.84 Documentation of all source; of data, analyses, methods, and assumptions used in making the demand load forecasts,
including
& A adescription of how the forecasts were berlehmarked; and
h: Justifioutions justifications for selecting the methods and assumptions usedwed
et If requested by the stuff; dntn used in the analyses.

Et Sutsisi-}=-laiaesv-IE-ael+-edi-ty shall provide the following stu and analyses to the Commission by Deeemeer-3-1;-1989;and
e*=*eF_;*-8hree-3'eafedhereeftcr. If no changes are forecast for any item, the utility may refer to previous filings fee-that item.
A load-servine entity shall. by April | of each even year. file with Docket Control the following Drospective analyses and
plans, which shall compare a wide range of resource options and take into consideration expected duty cycles. cost orojec-
tions, other analyses required under this Section, environmental impacts. and water consumption and may include a refer—
enceto the last filirlll made under this subsection for each item for which there has been no change since the last filing:

1. Ten year A I5-year resource plan, providing for each year:

a. The data required in subsection (D1(l Xo) through (PJ of this SeetionProjected data for each of the items listed in
subsection (B){1). for each generating unit and purchased power source, including each generating unit that is
expected to be new or refurbished during die period_ which shall be designated as new or refurbished. as applica-
ble. for the year of purchase or the period Qr_refurbishment;and

Q the data rcquitfod in subsection (D)(2)(n) through (g) of this-Section:Projected data for each of the items listed in
subsection (*_I.(2). for the power supply system;

beg For The capital cost. construction time, and construction spending schedule for each generating unit that--is
expected to LE new or refurbished during the periods,

iv  flihird-urn required in subsection (D)(l) of this Section for applicable years, and

fllheeapital-cost, construction time, and oonzltruction spending oehedulc.
The escalation levels assumed for each component of cost. such as. but not limited to_ oneratins; and mainte-
nance, environmental compliance. system integration, backup capacity and transmission delivery, for each gen-
eating unit and purchased power source

do Fee-the Lf discontinuation, decommissioning, or mothballing of any power source and or permanent deanings
dcratins of any generating facility is expectj :

i. identification of the each power source" source or an-its generating unit involved;*

ii. The costs and spending schedule 0" such for each discontinuation, decommissioning, mothballing, or derat-
ing; and

iii. The reasons for eachdiscontinuation, decommissioning, mothballing, or aerating;

et. The capital costs and operating and maintenance costs of 81. new or refurbished transmission and distribution
facilities expected during the 15-year periodgandg

g= U 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. 5 40~2 60.02(Ai and anyelevant provisions of the Commission's most recent Biennial
Transmission Assessment decision reaardingthe adequacy of transmission facilities in Arizona: and

M Cost analyses and cost projections:

2. 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 resourcg_1;]an, including the method by which the forecast
was eeiibreted-er benchmarked;

3. Qesefiptien A description of .

a eachEach potential power source whichthatwe rejected

_L the The capital costs, and operating costs. and maintenance costs of each rejected source;, and

¢  An explanation of the reasons for rejecting each sources,

4. 3Femr-year A 15-year forecast of cogcncrution and other self generation by customers of the 881491 lead-serving entity,
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in terms of annual peak production (megawatts) and annual energy production (megnvvutt hours megawatt-hours)

5. Disaggregation of the forecast of subsection (D)(4) of thi$~Saartiponamtanfwhich two components. one
reflecting the self generation or_oler:ted if no additional efforts are made to encourage such generation self generation,
and 9-component consisting-of one reflecting the c*zt:1g:. in =Hpp's' due to self generation projected to result from the
load-serving entitv'5 institution of additional forecasted oogonoration-and self generation measures;

6. Ten year A IS-vear forecast of the annual capital costs and operating and maintenance costs #j' jets' of a-I-1 Qle eegen-

-ifrsubseetion (D)(5)aefaticsr <eleditter self generationinelvdeé 'identified under subsections (D y(4i and
Li);

7. D())cumentation of the analysis of _tag eogcncrution and other self generation in subsection under subsections (D)(-4)
through (6) of this Section.,

B., Aplan that ponsiders using a wigs range of resources and promotes fuel and technology diversity within its pprgfolio;

9 A calculation of the benefits of generation using renewable energy resources:
M A plan that factors in the delivered cost of all resource options. including costs associated with environmental compli-
ance. system integration, backup eapgxcity. and transmission delivery,
I'1. Anaivsis of integration costs for intermittent _resources,
the load-serjing thA/ plaerioertti€as8sing fossil fuel:
Data to suopon technoloizv choices for supply-side resources:
14. A description of the demand management programs or measures included in the 1j--year resource plan, including for
each demand management program or measure:
. How and when the program or measure will be implemented,
b. The projected participation level by customer class for the program or measure,
c. The expected change in Deal demand and encrllv consumption resulting from the Drqgram or measure,
i T_he expected r uetiws in environm_e;1tal imper_cts including ' emfs-sjons. solid waste. and water c-onsumption
attributable to the program or measure:
e. The expected societal benefits. societal costs. and cost-effectiveness of the program or measure:
f.  The expected life of the measure: and
g The capital costs operating costs. and maintenancecosts of the measure. and Lhe program costs:
For each demand management measure that was considered but rejected:
a. A description of the measure;
I';  The estimated change in peak demand and energy consumption from the measure:
g The estimated east-e;(jlectiveness of the rneasur;
Q.. The coital costs,operating costs. and maintenance costs of the measure. and the program vests. and
Q The reasons for rejecting the measure:
Analysis of future fuel supplies that are part of the resource Alan. and
17. A plan for reducing environmental irnp8ctS 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 R14-2-7Q3fDII and (El. A load-serving entity or
any interested parties may also provide. for the Commission's consideration_ anaivses and supporting data pertaining
to environmental impacts associated with the generation or delivery of electricity. which may include monetized esti-
mates of envigonmentai impacts rt are not included as costs fgr compliance. Values Qr factors for-compliance costs,
environmental impacts. or monetization of environmental impacts may be developed and reviewed by the Commis-
sion in other proceedirigs or stakeholder workshops.
,4=nalysesetl-uneeinmngwgae'l=\-ati-4-|48,» t--snafr-pl=ev-pee to the Commission th
and every three years thereafter A load-serying entity shall, bY April Lofeech even year. f'11e-yvith Dock<;;-Control a com-
dilation of the following analyses and plan:
Analyses to identify and_assess errors,_45ks. and uncertainties in thfollqwing. completed using appropriate methods
such as sensitivity analyses analysis and probabilistic analyses analysis; to assess errors and uncertainty in:
Demand forecasts;
The costs of demand management measures and power supply-,
The availability of sources of power;
1, The costs ofeomplianee with existing and expected environmental regulations,
Any analysis by the load-serving entity in anticipation of potential new or enhanced environmental regulations:
of; Changes in fuel prices;and availability,
g Construction costs. capital costs, and operating costs: and
eh. Other factors which theutiiiey load-serving entity wishes to considers;
/vhlehenablethe utility to lwkstY@8pond--Ee-s8gnifieaneehaages-in-eenditifans-v» =l=iese
h.-idinge é

o0 T W

(0]

e=» 4a%e and making commensuratarehilfighstedaaMlahles-é
5-ignificuntly from the forecast,
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b: Dei-ldi-ng several smaller units instead of one large unit,
e: Sharing capacity with other utilities, and
Dr Conducting wall monitored pilot programs.
A deseriptign _and analysis of available means for.managing the errO_rs, risks. and uncertainties identified and ana-
Ivzed in subsection {E)| |. such as obtaining additional information. limiting risk exposure. using incentives, creating
additional options. incorporating flexibility. and participating in regional generation and transmission projects: and
1; A planto manage the errors. risks. and uncertainties identified and analyzed in subsection (E'I( Il.
44 Inlegraied-reseoree--plenr-E sch utility shall provide die Commission with an integrated resource plan -by--December-3-11
1989, and every three yearn thereafter containing:
41 The i8--yleae-plan-or-flexible set of plans which, on the basis of the analyses required in this Article, including the
uncertainty--easel-ysis, will tend to minimize the present value of the total cost of meeting the demand for electric
energy services.

21 Qomplete-description and documentation of tlle least cost plan, including supply and demand side conditions, costs,-
and discount rates utilized

31 -Ain-aetien--plan-indicating the supply and demand minted actions to be undertckcn by the utility over the next three
years in furtherance of the ten year plan.

.E Aload-servihg entity 5h81L by April | of each evenyear. file_with Docket Control a I1S-year resourceplan_that;

.L Selegj,s.a portfolio of resourcesbased upon comprehensive consideration of a side range of supply- and demand-side
options:
V\F/)ill result in tlle load-servine antin's reliably serving the demand for electric energy services:
Will address Rh_;_a,dverse environmental impacts ofpgwer production,
Will include renewable energy resource;_s so as to meet at least the 1-zreater of the Annual Renewable Energy Require-
went in RL4:2-1804 or the followsn3_8§nnual percentages of retail kph 3Qld by the load-serv_ing entity:

Percentage oflRetail kph
SoldDuring Calcndg' Year

SN

Calendar Year

2010 2.5%
2011 3.0%
2012 3.5%
2013 4.0%
2014 4.5%
2015 5,0%
2016
2017 7.0%
2018
2019 2.9%
2020 10.0%
2022 12.0%
2023 13.0%
2024 14.0%
after 2024 .0%

Will include distributed generation energy resources so as to meet al least the greater of the Distributed Renewable
Energy Requirement in R14-2-1805 .Qt the following annual 12_t=I=¢ 1tt8£ ss.as applied to the load-setving entity's
Annual Renewable Energy Requirement:

2007 1241

2008 10%
2009 LS3AD
M 20%
S TL 25%

After 2011 M211

6. Will address inert;y_ei*ficiency so as to meet any requirements set in rule by the Commission,
7. Will effectively manage the uncertainty and risks associated with costs. environmental impacts. load forecl;sts and
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other factors:
Will achieve a reasonable long-term total coal taking into consideration the objectives set forth in subsections (F~» (2l
through (71 and the uncertairltv of future costs; and
3= Cor»tei_n_5 all of the following:
e A complete description and documentation of the plan. including supply and demand conditions. availability of
s utilized, transmis§
;A comprehensiyg self-explanatorv load and resources table summarizing the plan:
9 Abi_8§
Q Anindex to indicate where the responses to each filirlE requirement obese rules can be found: and
9 Definitions of the terms used in the plan.
G Aload-serving entity shall. by April | of each odd year. file with Docket Control a work plan that includes:
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 (FI:
L The loaghserving entity's method .tor_assessing pp_ten_tial resources,
The sources of the load-serving entity's current assumptions: and
i An outline of the timing and extent of public oaiticipation aha advisory. group meetings the load-serving entity
intends to hold before completing and filing the resource plan.

H. With its rest;tl;ce plan. a load-servinggotity s_hall in5;ly_d_e an action plan. bas§g_og;l;e.results of the resource planning pro-
cess, that:

L Include; a summary of actions to be taken on future resource acquisitions;
L Includes details onresource tv_pe5 resources capacihn and resource ttm irwsr and
3. Covers the three-year period following the Commission's acknowledgment of the resource plan.

L If aload-serving entity's submission does not contain sufficient in.f.ormation to allow Staff to analyze the submission fully
for comulianee with this Article, Staff shall request additional information from the lo8d-servine entity, includintgthe data
used in the load-serving entity's analyses.

L Staff may request that a load-serving entity complete additional analyses to improve specified component; of the load-

servine entity's submissions.
If a Glgdsserimnd sibityie-oli@@sfithat a data-reporting required_e_g} § dential business data or
ppnjjdential electricity i1;18'gstructure information, the load-serving entity may auizmit to Staff a readest f.hat the databe
submitted to StaiT ullder a eoniidentialitv agreement. which request shall include an explanation iustibfine the confidential
treatment of the data.

4 Data protected by a confidentiality agreement shall not be submitted to Docket Control and will not be open to public
inspection or othenni§ ;,_gnade public <;_3g_;pt.upon an order ot'ti3QommissiQn entered alter written notice to the load.-sen/1
in entity.

R14-2-704. Commission r;'"":;.; ¢' 1:ti'it'J" plans Review g_f Load-serving Entity Resource Plans

A. 3AkHfhin—;_1948ay5-af-:Jae-submlesion of demand forceusts, supply’ plans, uncertainty analyses, anéir=rtegi—B&eé-l—ese*al—eeplaa—1s
by-theutititles;-she-Genasniss-ien-shall schedule a hearing or hearings to rcview--u-til-ity-1'-l-liege-andte-eletefmine-Qaeelegfee
etleensisteney-leetween-these filings and analyses conducted by the staff and informat-ien--pfevided-wby-other--pa=|=tiea- gy
October | of each even .year. Start shall file a report that contains its analysis and conclusions regarding its statewide
review and assessments of the load-serving endues' filings made under R14-2-703ICI. (Di. (E). (FI. and (H).

B. 4he-Gemanissieta-wang,-request-eel@-ional-analyscs to be conducted by the utilities to improve spee-i-Bed-eefnpenentsetithe
utilities' analyses. By F_gb_ruary 1 of each odd year. the Commission shall issue an order ac3elowle;i_ging._g-load-serving
entit'v's resource Alan or issue an order stating the reasons for not acknowledging the resource plan. The Commission shall
order an aeknow__ @dgmenL_Q1Q8_jQ ad¢serving entity's resource planwnh or without amendment, ifthe CGIlumiS5_iQp deter-
mines 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 the public interest, based. on sh; information available to the Commis-
sion at the time and considering Lhe following factors:

CcO determination, the Commission shall consider tire-§ ei-leaving--§ aetel=s-:

I . The total cost of electric energy services-.,

2. The degree lo which the factors =whieh Jggt affect demand, including demand management, have been taken into
agggunt-_*

3. The degree to which men—utilit=y supply alternatives, such as eogonorotion and self generation, have been taken into
acmunh,

4. 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=,

5. The reliability of power supplies:_ including fu¢ ;I_djversity and non-cost considerations;

The reliability of the transmission grid;
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_L The degree to which the load-serying entity. considered all relevant resources. risks. and uncertainties:

8. The degree to why_ch the load-serving_entity's plan for future resources is injjle best interest of its gusto_m_ers:

2. The best combination of expected costs and assoeialgd risks for the load-serving entity and_its customers: and

.LM The. deal¢ee_to which the load-serving entity's resource plzu-Lallows for coordinated efforts with other load-serving
entities.

_Q The Commission may hold a hearing or workshop regarding a load-serviniz entity's resource Dian. If the Commission

holds such a hearing or workshop..El1Lc ommission may extend the February | deadline for the Qommission to issue an
order reaardina acknowledgment under subsection (BI.

while no particular future ratemtlkinttjteatrnent is in;Ig]igi_by or shall be inferred from the Com;nission's acknowledge;
men 5Fhe the Commission may subsequently'shall consideriL'i consistency determination in its review of financing nppli
cations;-i-n-general rate cases, and in other matters in which the supply of Er demand for energy services is 11 significant
faster a load-sewing, entity's filings mad; under R14-2-703 when the Comrniss§_o_n_evaluates the performance Qfthc load-
serving entity in subsequent rats cases and other prgceedirlg5_

A load-semingpntity may seek Commission approval of specific resource planning actions.

A_lload-senring entity may file gl;]_8m8Il1ldment to an qglgngwledged resource plan if changes in cQIll<iltions or assumptions
necessitate a materisl_change in the load-sel;ving entity's plan before the next resource plan is due to be filed.

[{l14»2-705.  Prol:uremQ1_t

A

Excepta_s provided in subsection (B). a load-serving entity may use the following procurement methods_fQr..the wholesale
acquisition of energy. capacity. and physical power_hedge transactions:

Purch esc through a third-partv online trading system,

Purchase from a third-partv independent energy broker:

Purchase from a non-affiliated entity through auction or an RFP process,

Bilateral contract with a non-atiiliated entiwz

Bilateral contract with an affiliated entity. provided that non-atiiliated entities were provided notice and an opportu-
nity Lo compete against the affiliated entity's proposal before the transaction was executed: and

Arv other competjtivc procurement Drocess approved by the Commission.

rCtoN-

i A Ioad -servina entity shall use an RFP process as its primary acquisition process for the wholesale acquisition of enerarv

and capacity. unless one of the following exceptions applies:

L  The load-servinz entity is experiencing an emergency.

3 Theload-serving entity needs to make a short-term acquisition to maintain system reliability:

L  The aga_gi;serving entity needs to acquire otb.r_components of energy procurement. such as_ fu_el, fuel transportation.,

and transmission projects,

The load-serving erltity's planning_horizon_is two years or less;

9; 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 pro-
vide uniclue value to the load» serving entity's customers,

.6 The transaction is necessary for the load-serving entity to satisfy an obligation under the Renewable Energv Standard
rules: or

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

o

Q A load-serving entity shall engage an independent monitor to oversee all R.FP processes for procurement of new
resources.

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 Staff
regarding the identity off_mpanies or consultants that coal_d_,$_erve as independent rrqgitor for the RFP process.

8. After consulting with Staff. a load-servine entity shall create a vendor list of three to five candidates to serve as indepen~

dent_n;onitor and shall tile the egor li.sLwith Docket Control to _alj9_w interested ww.d5_@e to review and file objec-
tions 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? inclusion on a vendor list.

Within 60 days after a vendor list is filed with Docket Control. StaKshall issue a notice identifying each candidateon the
vendor list that Staff 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 objection;jled by interested persons.

L  Aload-serving entity that has completed the actions required by subsections (Al and (Bi to comply with a particular Com-
mission Decision Lsdeemed to have complied with sghsections (Al and (B) arid is not required to repeat those actions.

F. Alo_a;d-serving entity may ret_gitl__as independent monitor for the ¢ 8;p_t_emplated RFP process 4_nQ_for its future RFP pro-
cesses any of the candidates identified in Staff''s notice.
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Q A load-serving entity shall file with Docket Control a written notice Dills retention of an independent monitor.

11. A load-serving entity is responsible for paving the independent monitor for its services and may charge a reasonable bid-
Der's fee to each biddqjrg the RFP process to help offset the cost of tI8=_independent monilpr's.&8rvices. AlQad=s¢ rvit=s
entitv 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 :he cost
to be recovered through custom Er rates.

L  One week prior to the deadline for submitting bids. a load-serving erltitv s_hgjl provide the independe18t_monitQL-e-\33l;v-of
any bid proposal prepared by the load—servin2 entity or entity affiliated with the load-serving entity and of any benchmark
or reference cost the load-servin£ 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 benchmark or reference cost so that they are inaccessible to
any bidder. the load-servina entice. and any entity affiliated with the load-servin8 entity.

J. Upon Staff's req48_st. the independent monitor_shail provi.d_e,.,status reports to S_tafl™ throughout theREP process.
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Ecoggmic, Small Business and Consumer Impact Statement
1. Identification_of the pmpqgsed rule making.

The proposed mle making amends Article 7, Resource Planning and Procurement, Rules
R14-2401 through R14-2-'7G4 and adopts new sections R]4-2~705 and R14-2-706 under
Title 14, Chapter 2 - Corporation Commission, Fixed Utilities.

The purpose of Resource Planning is for Jad~serving entities to meet die 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 41 be directly affected} by. bear the costs of. or directly benefit from
the proposed rule maldigg.

the public at large;

consumers of electric service in Arizona,
electric public service corporations;
Arizona CorporationCommission,
wholesale providers of electricity; and
indepaident monitors.

o Q0 TP

Cost-benetit analysis.
a. Probabic costs and benefits to the implementing azencv and other agencies

directly affected by the irnuleruentation and enforcement of the OloDosed
rille making.

Probable costs to the Commission of the proposed rule making would include costs
associated with reviewing Hirings, and participating in meetings and hearings.

b. Probable costs and benefits to a Doliticad subdivision of this state directly

af fected by the implementation and enforcement fife propgscd rule
maldnz.

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.

G. 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 suhiggt to the proposed rule making,
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Load~sem'ving entities will be required to increase their analyses and reporting activities.
Although the load-serving entities are nhow engaging fn some of the required activities,

they may incur additional mosts of complying with therules. These costs may be
recovered through the load-serving entities' rates to customers.

4. Probable impact on private and public igpbylnent in businesses, agencies, and
political subdivisions of this state dir'=9tly£~.ff¢¢f@=d by the proposed rule gnawing.

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

5. Probable impact of the proposed rule making on small businesses.
a. Idggtification of the sm_g1lbusinesses subject to the proppscd 11-le making.

Small businesses will be affected only insofar as they purchase electric services affectai
by the proposed rule making. Benefits include lower utility bills than without these mies

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 SO

megawatts combined will be required to comply with the mies. These entities are
unlikely to be small businesses.

b. Administrative and other costs required for compliance with the proposed
mle making.
None.
C. A description of the methods that the agency_may use to reduce the impact

on small_ businesses.

Not applicable.

dl Probable cost 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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7. Less intrusive or less costly alternative methods of achieving the purpose of the
proposed rule making.

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

8. If for any reason adequate data _ah not reasonably available to comply w-1th the
requirements of subsection B of this section, the agency shall explain the
limitations of the data and the methods that were emuloved in the attempt to
obtain the data and shall characterize the probable impacts in qualitative terms.

The data used to compile the information set forth in subsection B are reasonably
adequate for these purposes.
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Staff Response to Written Comments on Resource Planning
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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 odder interested parties’' comments
by February 23, 2010.

Decision No. 71435 also ordered the Utilities Division to tile 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, wdtten comments were received from Western Resource
Advocates. No other comments were received.

Summary 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:

R14-2~70](33)
The proposed rule changes strike the phrase "(including fuel cost)" firm the definition of
"Production cost." WRA believes dirt 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 gs 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. Will address energy efficiency so as to meet any
requirements set in rule by the Commission or in an order of Dre Commission

R14-2-704(B)

Several passages in the proposed rules pertain to analysis and consideration of the
enviromnental 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 R14-2-
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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.

Staffs 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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Sta.{T Response to Oral Comments on Resource Planning
Docket No. RE-00000A-09-0249
Page |

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 Admin isrratfve Register on January 8, 2010.

Pursuant to Decision No. 71435, Staff filed the Econmnic, Small Business, and
Consumer Impact Statement that addressed the economic impacts of the recommended changes
to the Resource Planning rules on January 15, 2010

Decision No. 71435 requested that intelestd 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 'm 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 a proceeding to be held on March 4, 2010. The Utilities Division was to tile 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 Biminess, and Consumer
Impact Statement or a memorandum explaining why no revision of the prior Economic, Small
Business, and Consumer Impact Statement is necessary.

Summary of Oral Comments Regarding the Proposed Resource Planning Rules

Amanda Ormond, representing Interest 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 Shown and Jeannie Scorn, residents of Mesa, urged the adoption of energy
efficiency standards and goals.

Administrative Law Judge Sarah Harpring asked Staff several questions that lead to
Staffs recommended clarifications to the rules as discussed below.
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Staff Response to Oral Comments on Resource Planning
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Page 3

R14-2-703(F}(4)

Stay recommends that the language "Will include renewable energy resources so as to
meet at least the greater of give Annual Renewable Energy Requirement in R14-2-1.804 or the
following annual percentages of retail kph sold by the load-serving entity:" be changed to "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:" for clarity.

R14-2-703(F)(5)

Staff recommends that the language "Will include distributed generation energy
resources so as to meet at least the Hreater of the Distributed Renewable Enerfzv Requirement in
R14-2-1805 or the following annual percentages as applied to time load» senrin2 emits's Annual
Renewable Energy Requirement" be changed to "Will include distributed generation enerav
resources to meet or exceed the Qrealer of the Distributed Renewable Enenzv Requirement in
R14-2-1805 or the following annual perce;ltglges_as applied to die 1oad~serving entit8"s Annual
Renewable Enerlzv Requirementz” for clarity.

R14-2-.706(D)

Staff recommends that the language "Staff shall issue a notice idendfvinlz each candidate
on the vendor list that Staff considers to be qualified" be changed to " Staff shall issue a notice
identjfvina 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 tiled on January 15, 2010.
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;

Section

R14-2-701 .
R14-2-702 .
R14-2-703 ,
R14-2-704.

R14-2-705 .

R14-2-?06.

SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION
FIXED UTILITIES
ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Definitions

Applicability

Utility-reporting requirements Load-serving Entity Reporting Requirements
Commissionreview et utility plans Review of Load-serving Entity Resource Plans
Procurement

Independent Monitor Selection and Responsibilities

1 DECISIUN NU 7721z



DOCKET NO. R18-00000A-09-0249

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

R14-2-701. Definitions

The following definitions shall apply unless the context otherwise requires In this Article. unless

otherwise specified:

11 " Appliance efficiency" the energy usage per unit of output of a particular type of energy using
equipment
2 " Appliance saturation” the proportion of customers in a given customer class who have a

particular type of energy using equipment.

31 " Average price" revenue Nom the customer close divided by the number ofldlowutt hours sold

Te that customer class.

"Baseload demand" demand for energy that is insensitive to temperature.

"Acknowledgment" means a Commission determination, under R14-2-704. that a plan meets the
basic requirements of this Article.

2. "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.

53. "Benchtnark"-means to calibrate against a known set of values or standards.

674. "Book life"-means the expected time period over which a power supply source will ‘oe available
for use by tlaeutility a load-serving entity.

5. "Btu" means British thermal unit.

6. "Capacity"-means the amount of electric power, measured in megawatts. which i114 a power
source is rated to provide, either by the user, the supplier, or the manufacturer.

84. "Capital costs"- means the construction and installation cost of facilities, including land, land
rights, structures, and equipment.

91 "Cogeneration” the sequential production of electricity and heat, steam, or useful work from
the same fuel source.

8. "Coincident peak" means the maximum of the sum of two or more demands that occur in die
same demand interval, which demand interval may be established on an annual, monthly, or
hourly basis.

4199 "Customer class"-means a grease subset of customers categorized according to with-similar
characteristics, such as amount of energy consumed amount of demand placed on the energy

supply system at the system pealed hourly, daily, or seasonal load patternprimary type of
2w
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activity engaged in by the customer, including residential, commercial, industrial, agricultural,
and governmental. and location.-Qustemeolasscs may include residential, commercial?

9854 agricultural, municipal, and other categories.-
"Decommissioning”- means the process of safely and economically removing a generatingunit
from service.
2Degatee-elagtll-the-differencein-degrees Fahrenheit between the reference ternperatereandthe
avalagetenaaaetalaarefer--a paitieular day. The average temperatul=e-is the highrtemperatwreplus-
t1=1lede=wlLtel9a9el=ad9aafe-elivided-by-55. If n day's average temperature-evareedseti=ie-ref
ternperaetsarefthedayisaeeeling-degree day, if the day's average telnpel=al=aaee4s-less4:lael=1HI=1e
re-f3el=etieetcmpcrature, the day is u heating degree days
"Demand management"- meansbeneficial reduction in the total cost of meeting electric energy

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

MQ "Derating"- means areduction in a generatingunit's capacity.

-1-5111 "Discount rate"-means the interest rate used to calculate the present value of a cost or other

14.

15.

16.

17.

18.

economic variable.
"Docket Control" means the office of the Commission that receives all official filings for entry
into the Commission's public electronic docketing svstein.
"Emer,genc5f' means an unforeseen and unforeseeable condition that:
A Does not arise from the load-serving entity's failure to engage in good utility practices.
b, Is temporary in nature. and

Threatens reliability or poses another significant risk to the system.
"End use"-rpeansthe final application of electric energy, for activities such as, but not limited
Q, heating, cooling, mining a particular as appliance; or motor, an industrial process, or
lighting.
"Energy losses"- means the quantity of electric energy generated or purchased Mat is not
available for sale to end users, for resale, or for use by the utility ioad~selving entity, attributable
te-eral=tsas:issiea,-eenversion, distribution, and unaeeeonted-for-lesses.
"Escalation"- means the change in costs due to inflation, changes in manufacturing processes,

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

eedelutagerdi?e¥ titegafoportion of hours in a period, ex-eludingthose-heairssetasié

Hsgplar=mee@l-gatageseEurco, such as a gendefSngdunit, sat
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due to unplanned component failures or other conditions requiring that the source be removed
from service immediately or before the next planned outage.

"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 Blsitish-
thermal units (Btus) per net ielewett-hee=r=Idlowatt~hour and computed by dividing the total Btu
content of fuel used for electric generation by the r11 R riicFuv= kijlowatt-hours of electricity

generated.

"Household income pattern" the proportion of households falling in ouch of several income

"Interchange” electric energy received by the electric utility from another provider of electricity
or supplied by the electric utility te another provider of electricity which is not purchased or sold
under the terms of a long term agreement.

"Independent monitor" means a company or consultant that is not atliiiated 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 ener2v 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.

"Intemiptible power"- meanspower made available under areementc which an agreement that
permit permits curtailment or cessation of delivery by the supplier.

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

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

"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 the facilities.

. 4. _
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5Mailateaaaee-sehedalle™- - the speeitlc days during which a power productietHaait~1sa=el=Heved-
i81F9IF1a-sei=viee--for inspootion or overhaul of one or more major components, such wol® -k-is194aa=|ned-
well in advance.

"Mothballing"- means the temporary removal of a generatingunit from active service and
accompanyinglong tarn storage activities,

"Operate"- means to manage or otherwise be responsible for the production of electricity from
by a generating facility, whether that facility is owned by the operator, in whole or in part, or
whether that facility is ownedby another entity.

Qperating-costs" the power production costs that are directly related to producing-electricity:
"Participation rate"- means the proportion of customers who take part in a specific program.
"Probabilistic analysis"-means a systematic evaluation of the effect on costs, reliability, or
other measures of performance, ofdie range of possible events affecting factors which that
influence performance, considering the ehaaees likelihood that the events will occur.
"Production cost"- means the variable operating costs and maintenance cost (including fuel cost)
costs of producing electricity through generation, including libel cost. and plus the cost of
purchases of power sufficient to meet demand.

"Refurbish"”- meansto 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 oxtcmsivo than maintonanoo or repair, such as by changing the fuels which
QS can be used in a generating unit or changing the capacity of a generating unit.
"Reliabilit)t'- means a measure of the ability ofthe it"lity's a load-servina entity's generation,
transmission, and at distribution systeasas systemto provide power without failures. Reliability
sheuid-be,_measured sepaalately-fbr-geisesation, transmission, and distribution systems. Measures-
may Q reflect the proportionportion of time that each a system is unable to meet demand or the
kilowatt hours Idlowatt-hours of demand that could not be supplied.

"Renewable enersv resource” means an ener2v resource that is replaced rapidly by a natural.
ongoing process arid that is not nuclear; or fossil fuel.

"Reserve requirements"-means the capacity wirlch 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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QS "Reserve sharing arrangement" means an agreement between two or more load-sewing, entities
to provide backup capacity.

38-Qi "Resource plarming"- means integrated supply and demand analysis for the purpose of-
ideaatiiiysilag-theaineans-eflaaaeeting-electric energy service needs at-thelewest-total-eest 4al@iag4nte
accctuz* =:ncer*.;-.inty analyses completed as described 'm this Article.

40. "RFP" means request for proposals.

17.41. "Self generation"-means the production of electricity by an end user by--any moons including-
cogeneration|

38142. "Sensitivity analysis"- means a systematic assessment of the degree of response of costs,
reliability, or other measures of performance to changes in assumptions about factorswhich that
influence performance.

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

39--44. "Spinning reserve"- means the capacity we* ch the utility a load-serving entity must maintain
connected to the system and ready to deliver power promptlyin 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 .

45, "Staff" means individuals working for the Commission's Utilities Division, whether as
ernplovees or through contract.

i | , "Third-party independent energy broker"means an entity. such as Preborn Energv or Tradition
Financial Services, that facilitates an energy transaction between separate p  eg without taldng
title to the transaction.

"Third-partv on-line trading system" means a computer-based marketplace for commodity
exchanges provided by an entity that is not affiliated with the load-serving entity. such as the
Intercontinental Exchange, California Independent System Operator. or New York Mercantile
Exchange.

49,83 "Total cost"- means all capital, operating, maintenance, iii el, 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-ben-ie
b5-Lendasei=s;» -etiiities;e=eothors, arid any adverseerivifennaental-etitleets
"* grit" i specific device or set of devices that converts one *Erin of energy (such as heat Cr

 and generaterseiegiseifiagydseitaietwdira~

pewerplant may have multiple unite
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"Utility" the entity providing electric service to the public.

R14-2-702. Applicability

A.

B.

C.

D.

All electric utilities under the jurisdiction of the Commission pursuant to Arizona Constitution
Art. XV and Arizona Revised Statutes Title 10 which operate or own (in part or in whole)
generating facile*ies, wheMer 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 end users or is for resale.

Any other electric utility under the jurisdiction of the Commission pursuant to Arizona

Constitution Art. XV and Arizona Revised Statutes Title 40 is subject to the provisions of this

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

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

combined shall Drovide written notice to the Commission within 30 days after the increase and
shall comolv with the filing requirements in this Artiele within two years after the notice is filed.

The Commission may. by Order.exempt a utilityload-serving entity &om these requirements

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

the-Hrtilit-y deternlining_that;

L teeThe burden of compliance with Rh-isthe provision, or the Article as a whole. exceeds
the potential for cost savings resultingbenefits to customers in the font of cost savings,
service reliability. risk reductions. or reduced environmental impacts that would result
lion its pardciputionthe load-serving entity's compliance with the provision or Article;
and

2. 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 minimmn:

1. The reasons why the burden of complying MM 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 Hom compliance. and

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

DEC1SION NU. 71722
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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 1. 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.

Load-serving Entity Reporting Requirements

A. Berriendside-dartaA3eeh-utiligidi&#giBtetiid. ¥he Eommissiorretef

suJbseetieins-(14B6ktmbaleuglai-(9}below, within 90 days of thetwfedthddiatecie

pl=evidestaglwith-» updatedaadi=e=eised data by April 1 of each--yeaetidé=caBesd:

aé HaaaH¥

r your, or-ethesppétestieaeitttihydeseeilbe-

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 finished without charge and energy

used by the utility. load-serving entity;

a» .=a<ilalble;héu-rlydentiwaé

a= Residential customers,

omer class and-by-t3» pbe=t*1bixtdiibess;

42.

ol

el Entity~les-purchasing power for resale.-

Coincident peak demand (megawatts) and energy denaanté consumption (megawattheulrs
megawatt-hours) by month for the previous 10 years, disaggregated by customer class
and-teenenresidentialeustenaers, if available, disaggegatedbyepe-eiboaness,
Number of customers by customer classbyyess for each of the previous 10 years=. and
Heatingend-eeeiing-deg ee-days by monde for the previous-14}-yestrs Fhe-utilidp5#laiay-
preyidethese-data by climatic region at its option?

Residential-eustetaaer-eharaeteristics and and use data celleeted-ir;-4449-last-1-(4-yeat=s-wlaiele
theutility has available, ineludfiiege

of Mix-e19dwel-ling-uniHypes (single family, multi

8 "[[ECI[SL(ONNO. 77722



Docket No. RE-00001}A-09-0249 Exhibit D Revised [RP Rules

pliance;

DOCKET RE-00000A-09-0249
Household income patterns,
Applé
AppliaHee4al9HiEadGaby-housohold inoomo pattern and dwellinlg-4miH5¢
End use motoring data,
Appliance efficiency data,
Appliance conncctod load data, and

Datatelalting-eustenalasasago and heating and cooling degree-dayeer-tenapealattlale=

Neaalesidential-euetomcr characteristics and usage data collected -in--thelast-19-yeau

which the utility has available, including:

81
b=
et

a=

Ntulnbcr of customers by type efbueiness,
Nonatber of employees by type ofbueinese;
Eleetsieityasage bynaajer end use of power including spaceeeeling laald

Heeulydenaamdfennajer types of industrial and commercial eustenaers-the

caseload, heating, and cooling uses.

814. Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to

existing demand management measures, by type of demand management measure;-in-tlw

previous calendar yew.

Annoalawrage-#pl=iees-ofelectricity charged to each nonresidential euetenaeeelass;-bye

tyfpeeiilaasinessgend to residential customers, for the pre=viees-IQ-years:

she=ll-provide the Commission staff tlieeuppiydataindieatedin

subsection-(Bx-I-}tha=eagl=r-(4) within 90 days of the effective date o0 esewlee%dehaHpw\4de

Stattwitfh-H» pdated aaadrfevised--date-by April 1 of each year thaeaftefrlfteeetdeafe-not
maSntainedd#iibadydtentipteeutility shall provide its best estimates and fiall=yé

estimates were made. A load-serving entity shall, by April | 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:

1. For each generating unit and purchased power contract for the previous calendar year:

a.
b.

C.

On NO.

In-service date and book life or contract pel'iod=
Book life or contract period Type of generating unit or contract;
Q8paeity The load-serving entity's share of the generating unit's capacity. or of

capacity under the contract. in megawatts (utility share),,

wh e e : .._- .DbEI8§
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Maximum 2onerat'mgunit or contract capacity, by hour, day, or month, if such
capacity varies ever Brigg the yeah,

Forced outage rate Annual capacity factor (generating units only);

Average heat rate at" 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 fuel;,

Other variable operating and maintenance costs for generating units, in dollars per
megawatt hours

Purchased power energy costs for contract purchases long-term contracts. in
dollars per mo8awa*t hookmegawatt-houl8

Fixed operating and maintenance costs of generating units, in dollars per
megawatt *or the yeam

Demand charges for purchased power

Fuel typos for generating units, Fuel type for each generating unit,

Minimum capacity at which the generating unit would be run or power must be
purchased;_,

Whether, under standard operating procedures, the generating unit must be run if
it is available to run;,

Maintenance schedules for generating units, Description of each generating unit
as base load, intermediate, or pealing,

Other data related to generation units and purchased power contracts which the
utility us as in its pro diction, planning, and supply models. Environmental
impacts, including air emission quantities (in metric tons or pounds) and rates (in
guantities per megawatt-heurl for carbon dioxide, nitrogen oxides, sulfur dioxide.
mercury, particulates, and other air emissions subject to current or expected future
enviromnental regulation,

Water consumption quantities and rates: and

Tons of coal ash produced per generating unit,

For the power supply system for die previous calendar year:

a.

b.

A description of generatingunit commitment procedures;,

Production cost-,,
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cC. Reserve tEqu1fEm€HLts;

d. Spmnmg I'6Sel'Ve§

e. Reliability of generating, transmission, and distribution systems;,

f. ié Purchase and sale prices, averaged by month, for the

aggregate of all purchases and sales related to short-tenn contracts, and
g. Energy losses
The level of cogeneration and other forms ofself generation in the load-serving
entity's service area for the previous calendar year-.;_and-
="~=H@v&idalh4@=e~€l¢sG1=i@¥i8eaH41mp of die utility's trunsmissiensystena;-inelaeling-the
eapaeity-ef-each segment of the truiismissieiasysteeae 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.

de the foll®ing Beuleand--fial=eeasterEael=I-Hé

urs thereafter. If notiyaBgeeradiep8tecdSI3S -aHé

refer to previous filings fei=that-itel=n= A loadfserving entity shall, by April | 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:

1.

men=yea+ Filteen~year forecast of system coincident peak load (megawatts) and energy
demanded consumption (megav.'a* "ems 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=,
Heindydenaand forecasts for 10 years, if tBguestedlaS#etat

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
indicating assuming the change in load due to additional forecasted demand management
measures=;.4Q

Deseriptieaesefidensand-neanagernont programs and measaresinelaided4et4=1=€~d€1=1H(&Hé-

forecast, including:

of Planstef-implementing the demand maiiagenaeeat saeasutes;
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The patrticipation rate of customers by customer class with regard to such demand
management measure,
e: The expected change in demand resulting from each of the measures, and
of The life of each program.
Description of each demand management program which was considered but rejected and
the reasons for raj acting each program.
6: The capital and operating and maintenance Costa of each demand management measure
considered, including practical measures which were rejected.
443, Documentation of all sources ofdata, analyses, methods, and assumptions used in

making the Helmand load forecasts, including

a. A B description of how the forecasts were benchmarked;and
b. Justifications justifications for selecting the 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 31, 1989, and every three years thereafter. Ifni changes are forecast for any item, the
utility may refer to previous Filings for Mat item. A load-serving entity shall, by April 1 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 tiling:

1. Ten-year A 15-year resource plan providing for each year:

a. The data required in subsection (B)(1)(a) through (p) of this SectionProjected
data for each of the items listed in subsection (8I(1). 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 applicable, for the year of purchase or the period of refurbishment,and

b. the data required in subsection (B)(2)(a) drrough (g) of this Section. Projected
data for each of the items listed in subsection (BI(2l.. for the power supply svstern;
For The capital cost, construction time, and construction spending schedule for

each generating unit ti=l=at~is expected to be new or refurbished during the periods,
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IT The data required in subsection (B)(1) of this Soction for applicable years,
arad
The capitol cost, construction tim, and construction spending schedule.
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 deliverv_ for each generating unit
and purchased power sources,
FeHhe L" discontinuation, decommissioning, or mothballing of any power source
and Q; permanent waitirigs aerating of any generating facility is expected:
i Identification of the each power seethes source or units generating unit
involved:,
I. The costs and spending schedule ellsueh for each discontinuation,
decommissioning, mothballing, or deratingn and
Il The reasons for eachdiscontinuation, decommissioning, mothballing, or
deratingf,
The capital costs and operating and maintenance costs of 81 new or refurbished
transmission and distribution facilities expected during the 15-vear period;—~end_
a description An explanation of the need for and purpose of suchall 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. 840-360.02(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.

2. Documentation of the data, assumptions, and methods or models used to forecast

production costs and power productionin subsection (D)(l) of this Soction for the 15-

vear resource plan,including the method by which the forecast was calibrated or

benchmarked

3. Description A description of;

a.

eachEachpotential power source whichthat was rejected;
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b. the The capital 9.998 _and operating costs. and maintenance costs of each rejected
SOI.1I'CC;,_and
the Thereasons for rejecting each source
ir8863i A 15-vear forecast of cogeneration and other self generation by customers of
the utiiit-y load-serving entity_in terms of annual peak production (megawatts) and annual
energy production (megawatt hours megawatt-hoursh
Disaggregation of the forecast of subsection (D)(4) of this Sectioninto aoomponcnt in
which two components, one reflecting the self generation projected ifno additional
efforts ah made to encourage such generation self generation and aeorlsapeneiaet-
consisting of one refiectinsf, the ehango in supply due to self generation projected to result
from the load-serving entity's institution of additional forecasted eogonoration and self
generation I'1€2.S1.1ICSv_\
¥ A 15-vear forecast ofthe annual capital gists and operating and maintenance
costs by-yeaa= of allthe sogcnoration and other self generationincluded in subsection
(D)(5) of this Section identified under subsections (DM4) and 0D)(5°);
Documentation of the analysis of the cogeneration and o&c1= self generation in subsection
under subsections (D)(4) through (6) of this Section.,
A plan Mat considers using a wide range of resources and promotes fuel and technology
diversity within its portfolio;
A calculation of the beneiitspf generation using renewable energy resources,
A plan that factors in the delivered cost of all resource options, including costs associated
with environmental compliance. svsteln integration, backup capacity. and transmission
delivery
Analysis of integration costs for intermittent resources,
A plan to increase the efficiency of the load-serving 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-year

resource plan, including for each demand management program or measure:

a. How and when the program or measure will be implemented;
b. The projected participation level by customer class for the program or measure;
C. The expected change in peak demand and energy consumption resulting from the

pro gram or measure,
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The expected reductionsin 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 or measure,

The expected life of the measure, and

The capital costs, operating costs, and maintenance costs of the measure, and the

program costs,

Li For each demand management measure that was considered but rejected:

a.
b.
C.

d.

e.

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

The reasons for rejecting the measure,

Analysis of future Mel supplies that are part of the resource plan: and

17. A plan for reducing environmental impacts related to air emissions, solid waste. and other

environmental factors. and for reducing water consumption.

E. Analyses et uncertainty. Each utility shall provide to the Commission the following infonnation

by Dcoombor 31, 1989, and every three yours th-roaftor: A load-serving entity shall, by April |

of each even year, tile with Docket Control a compilation of the following analyses and plan:

1. Analyses to identify and assess errors. risks. and uncertainties in the following,

completed using appropriate methods such as sensitivity analyses analysis and

probabilistic a.:1™;.".cc analysis, to assess errors and uncertainty in:

a.
b.
C.

d.

e.

442

64,

Demand forecasts;

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 which the utilityload-servin entity wishes to consider-
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Identification of those options which enable the utility to boat respond to significant
changes 'm conditions whose future characteristics are uncertain, including:
Continual monitoring of critical variables and rnaldng commensurate changes in
plans if those variables deviate significantly Hom the forecast,
Building several smaller units instead of one large unit,
& 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 (EMI). 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

(END.

Integrated resource plan. Each utility shall provide the Commission with an integrated resource

plan by December 31, 1989, and every three years thereafter containing:

+

21

The 10 your plan or flexible set ofplons 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 elootrie 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 furtholance ofthe ton your plan.

A load-serving entity shall, by April 1 of each even year, tile with Docket Control a 15-vear

resource plan that:

1.

Selects a portfolio of resources based upon comprehensive consideration of a wide range

of supply- 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;
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4. Will include renewable energy resources to meet or exceed the greater of the Annual
Renewable Energy Requirement in R14~2-1804 or the fellowing annual percentages of

retail kph sold by the load-serving entity:

Calendar Year Percentage of Retail kph

Sold During Calendar Year

2010 2.5%
2011 3.0%
2012 3.5%
2013 4.0%
2014 4.5%
2015 5.0%
2016 6.0%
2017 7.0%
2018 8.0%
2019 9.0%
202Q 10.0%
2021 11.0%
2022 12.0%
2023 13.0%
2024 14.0%
a&er 2024 15.0%
5. 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 Annual Renewable Energy

Requirement:

2007 5%

2008 10%
2009 15%
2010 20%
2011 25%

After 2011 30%
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Will address energy efficiency so as to meet any requirements set in mle by the
Commission or in an order of the Commission,

Will effectively manage the uncertainty and risks associated with costs. enviromnental
impacts. load forecasts, and other factors,

Will achieve a reasonable long-term total cost. taking into consideration the objectives set
forth in subsections (F)(21 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,

b. A comprehensive. self-explanatory load and resources table summarizing the
pin;

C. A brief executive summawl

d. An index to indicate where the responses to each filing requirement of these rules

can be found, and

e. Definitions of the terns used in the plan.

A load-serving entity shall. by April 1 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-serving entity is developing to be
filed the following year as required under subsection (Pk

The load-serving entity's method for assessing potential resources,

The sources of the load-serving entity's current assumptions, and

An outline of die 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:

[
2.

Includes a summary of actions to be taken on future resource acquisitions.
Includes details on resource types, resources capacity, and resource timing. and
Covers the three-vea period following the Commission's acknowledgment of the

resource plan.

A load-serving entity or interested party may provide, for the Conlmission's consideration,

analyses and supporting data pertaining to environmental impacts associated with the generation

or delivery of electt city, which may nhclude monet zed estimates of environmenta impacts that

18 . DEcislon nu; ‘#1722



Docket No. RE-00000A-09-02.49 Exhibit D Revised IP Rules
DOCKET RE-00000A-09-0249

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.

L It a load-serving entity's submission does not contain sufficient information to allow Staff to
analyze the submission iilllv 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 anal-vses to improve specified
components of the load-serving entity's submissions.

L If a load-serving entity believes dirt 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 die confidential treatment of Me
data.

D.. 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-servin2 entity.

R14-2-704. Commission Review of Load-serving Entitv Resource Plans

A. Wi&=1é
integaratedfeselufeeplems-byethe-utilrtieS-the Co 1 zolwlisall sehedele-al=ieal=a=tg,=er-heausngHe-
1=e44ewutilidy-i-ilings-aad-te-deten=nine-the degree of consisteneylaceaveen-these-ii-liugseaad

n pro=v=ide4Jby-ethahatpages-eendueteé -Bv October 1 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 (Cl,
row, (E). nu. and an

B. Ukge-Geissansissien-mayfequestadéonal analyses to be oonducte4-by-the--utilitieMe-isspl=e=¢=e-
speeif-ieéempononts of the utilities' analyses. Bv February 1 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 acknowlecling the resource plan. The Colmnission shall order an
acknowledgment of a load-sewing entity's resource plan, with or without amendment, if the
Commission determines that the resource plan. as amended if applicable, complies with die

requirements of this Article and that the load-serving entity's resource plan is reasonable and in
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the public interest, based on the information available to the Commission at the time and

considering the following factors:

111 making its consistency determination, the Commission shall consider the following factors:

1. The total cost of electric energy services-,

2. The degree to which the factors rev-hieh that affect demand, including demand
management, have been taken into account=,

3. The degree to whichnon utility supply alternatives, such as cogeneration and self
generation, have been taken into accounts,

4. Uncertainty in demand and supply analyses, forecasts, and plans, andthe 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,

5. The reliability of power supplies including fuel diversity and non-cost considerations,

6. The reliability of the transmission grid:

7. The enviromnental impacts of resource choices and alternatives:

8. The degree to which the load-serving entity considered all relevant resources. risks. and
uncertainties,

9. The degree to which the load-serving entity's plan for future resources is in the best

interest of its customers .

10. The best combination of expected costs and associated risks for the load~serviug entity
and its customers, and

11. The degree to which the load-sewing entitv"s resource plan allows for coordinated efforts
with other load~serving entities.

The Commission may hold a hearing or workshop regarding a load-serving entity's resource

plan. If the Commission holds such a hearing or workshop, the Commission may extend the

February 1 deadline for the Commission to issue an order regarding acknowledgment under

subsection (BI.

While no particular future ratemaldn8 treatment is implied by or shall be inferred from the

Commission's acknowledgment, the the Commission may subsequently shall consider its

consistone-y determination in its review of financing applications, in general rate cases, and in

other msttecrs-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 performance

of the load-serving entity in subsequent rate cases and other proceedings.

0] DECISION NU. 71922



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

R14-2-

DOCKET RE-00000A~09-0249
A load-serving entity may seek Commission approval of specific resource planning actions.
A load~seli/ing 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 filed.

705. Procurement

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 '

1. Purchase through a third-party online trading system,

2. Purchase from a third-party independent energy broker,

3. Purchase firm a non-afiiliated 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-affiliated entities were

provided notice and an opportunity to compete against the affiliated entity's proposed
before the transaction was executed, and

6. Arv other competitive procurement process approved by die Commission.

A load~servin,<z. 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:

I The load~sewing entity is experiencing an emergency.

2. The load-serving entity needs to mare 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;

4. The load-sewing entice's planning horizon is two years or less.

5. 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-sewing
entlty's customers,

6. The transaction is necessary for the load-serving entity to satisfy an obligation under the
Renewable Energy Standard rules: or

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

demand response programs.
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A load-serving entity shall engage anindependent monitor to oversee all REP processes for

procurement of new resources.

R14-2-706. Independent Monitor Selection and Responsibilities

A.

F.

G.

H.

When a load-serving 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 REP process.
After consulting with Staff a load-sewing entity shall create a vendor list of three to five
candidates to serve as independent monitor and shall file the vendor list with Docket Control to
allow interested persons time to review and file objections. to the vendor list.
An interested person shall file with Docket Control, within 30 days after a vendor list is tiled
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 Staff has determined to be qualified to serve as
independent monitor for the contemplated REP process. In makhig 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 (Al
and (B) and is not required to repeat those actions.
A load-servinll entity may retain as independent monitor for the contemplated RFP process and
for its future RFP processes end of the candidates identified in Staffs notice.
A load-serving entity shall tile with Docket Control a written notice of its retention of an
independent monitor.
A load-serving entity is responsible for paying 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 fn evaluating 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-serving entity, and any entity affiliated with the load-servin2
entity.

J. Upon Staffs request, the independent monitor shall provide status reports to Staff throughout the

RFP process.
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Summary of the Comments Made on the Rulemaking and the Agency Response to Them,
Prepared Pursuant to A.RS. 841-1001(14)(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.

Comments on Notice of Proposed Rulemaldng

Section
Proposed IP
Rules Generally

Public Comment

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.

Interest Energy Alliance 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

Commission Response

The Commission acknowledges the
supportive comments.

No change is needed in response to
these comments.

The Commission acknowledges the
supportive comments .

No change is needed in response to
these comments.
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Rule 701(33)

Rule 703(F)(6)

Rule 704(B)

making sure that good resources are
obtained in the future; and that, going
forward, the proposed IP nlles will
be an important tool for
Commissioners, utilities, and
stakeholders in evaluating complex
issues inever' 4

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.

WRA requested that the phrase
"(including filet cost),” which was
stricken in the proposed IP rules’
definition of "Production Cost" be
restored.

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 mle would need to bemetin a load-
serving entity's resource plan.

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 with the
numerous provisions in the proposed
IP rules requiring environmental
impacts ro 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.
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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 v

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.

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
S0 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.
The Commission agrees that itis
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 Rulemaldng.
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