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Pursuaiit to Commission Decision No. 67744, the Commission’s Utilities
Division Staff was ordered to schedule workshops on resource planning issues.
To date, two workshops have been conducted: on July 6, 2005 and August 24,
2005. On April 4, 2007, a Notice of Resource Planning Workshops for
Competitive Procurement Issues was issued by the Commission’s Staff, and a
series of three workshops is presently planped for those issues. This Notice is
issired for the remaining resource planning issues.

Paragraph 79 of the Settlement Agreement adopted as part of Decision No.
67744 states:

79. The Commission Staff will schedule workshops
on resource planning issues to foeus on
developing needed infrastructure and developing
a flexible, timely, and fair competitive procurement
process. These workshops will also consider
whether and to what extent the competitive
procurement should include an appropriate
consideration of _a diverse portfolie of short,
medium, and Jong-termn purchased power,
atility-owned generation, renewables, DSM, and
distributed generation. The workshops will be
open to all stakeholders and to the public. If
necessary, the workshops may be followed with
rulemaking. (Emphasis added)

Parties are advised, through this Notice, that the Commission Staff seeks
written responses from the parties for the list of questions, attached hereto as
“Exhibit A”. Additienally, the Parties are invited to identify additional issues and
questions they believe ought to be addressed as part of this Investigation. These.
responses should be submitted to the. Commission for filing no later than May
25, 2007. Please file an original and 13 copies of the responses and any
additional issues or questions with the Commission’s Docket Control Center,
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1200 West Washington Street, Phoenix, Arizona 85007. Please reference Docket
No. E-00000E-05-0431 on all submissions. Staff appreciates the imput of all
interested parties in this matter.

The Commission Staff will hold its next workshop in this Investigation (to
consider all resource planning related issues other than competitive procurement
issues) om Friday, June 22, 2007, beginning at 10:00 a.m., in Suite 250,
Arizona Department of Environmental Quality (“DEQ”) 1110 W.
Washington St., Phoenix, AZ 85007.

This Workshop is subject to change and parties are encouraged to
check the Commission’s website for updates. http://www.azce.gov/

Stafl would like to provide the participants the link to the current electric
resource planning rules contained in the Arizona Administrative Code.
hitp:/www.azsos.gov/public_services/Title 14/14-02.htm.

If you have any questions, please contact Bing Young at 602-542-5889,
and/or Kevin Torrey at 602-542-6031.

Ernest G. Johnson
Director, Utilities Division

CC:  Chairman Mike Gleason
Commissioner William A. Mundell
Commissioner Jeff Hatch-Miller
Commissioner Kristin X. Mayes
Commiissioner Gary Pierce
Parties of Record, Docket No. E-00000E-05-0431
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EXHIBIT “A”

QUESTIONS RELATED TO RESOURCE PLANNING

A. Objectives of Resource Planning

b
.

What should be the primary objectives. of a resource planning process?

Arizona first pronulgated resource planning rules in 1989 (contained at AAC R 14-2-
701—14-2-704), but those rules have been suspended indefinitely by the Commission,
except for those portions requiring historical reporting of data. (A) Should the
Commission look at using or “tweaking” these existing resource planning rules, or are
they so outdated that we should we should design something new? (b) Do those rules
accomplish the objectives of resource planning? (¢) What conditions (if any) in the
industry and market have changed fundamentally since 1989 that would impact the way
IRP is conducted?

To what extent have traditional resource planning functions been adopted by the
Commission in other proceedings and rulemakings?

Are some traditional IRP processes best left to regional organizations rather than the
state?

What role should the regional planning processes, particularly regional transmission
organizations, play in the process?

To what extent, if any, should a Commission decision “accepting” or “approving” a plan
(or a part of a plan) be regarded as a finding of “prudence” in subsequent rate cases?
What types.of information should be included in resource plans? Should this information
be organized in a specified manner so that plans from each atility are consistent with each
other, containing the same type of information, and in the same part of the filing?

B. Resource Planning Processes

L.

2.
3.

Which utilities should be required to file resource plans?
(a)  Electric
1y Al
(2) Utilities over a certain size (based on megawatt load or annual sales)
(3) Those with generating units '
(4) Other
(b)  Natural gas
(1) All
(2) Utilities over a certain size (based on therms sold or annual sales)
(3) None
(4) Other

Should resource planning consider transmission as well as generation resources?
‘What should the planning horizon be for a resource plan? (i.e. 10 years, 15 years, 20
years, or longer)
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4.

5.

10.

11.
12.

13.

How frequernitly should a utility be required to file a resource plan? (i.e. every two, three
or four years?)

Should there be a “Biennial Resource Assessment” similar to the requirement for a
Biennial Transmission Assessment contained in Arizona Revised Statutes §40-360.02
(8)?

Should resource plans be filed simultaneously by the utilities as in the past (so the
Commission eould focus on statewide issues), or should they be individually filed in
alternating years or periods (in which the Commission could focus on the specific issues
for each utility?)

What time limits, if any, should apply to the Commission’s processing of a resource
plan?

Should there be public hearings on resource plans? Should the rules allow for
interveners? Should parties be allowed to call and cross examine witnesses?

How can a resource planning process be developed which takes into account changes that
occur between filings? How can flexibility to adapt to new, unanticipated situations be
maximized? Should the uvtility file annual updates of its resourcé plan? Should the utility
file amendments to its plan as major decisions or changes are made?

Should resource plans include a short term “action plan” (such as the time between filing
of resource plans) in which utilities could obtain more direct Commission direction
and/or approval for certain critical items that must be decided in the short term?

How is the resource planning process affected by a building moratorium?

To what extent sheuld the process be public? How much data can be discussed and/or
debated publicly given competitive considerations that are now a part of the wholesale
marketplace?

Should standardized RFP/Solicitation procedures be adopted as part of the process?

C. Need Determination (Load Forecasting)

L.

2.
3

4,

How are load forecasts to be conducted? Should there be one consistent methodology
used by all utilities, or should each utility have the flexibility to use the methodology that
it prefers? Should the Commission specify the methodology by which forecasts are
developed?

‘What time period should load forecasts reference?
. How can the Commission (or should the Commission) review load forecasts when

considering a resource plan?

What is an acceptable margin of error in viewing actual, experienced, historic peaks
compared with forecasted peaks? Should a significant, unexplained deviation between
the historic and forecasted peak trigger an amendment or update of the resource plan?

D. Demand Reduction (Demand-Side Management

What role should DSM play in the resource planning process?

Should existing Commission activities in DSM be brought within the realm of the
resource planning proceedings?

How is resource planning affected by existing DSM programs and DSM proceedings
presently pending before the Commission?
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4. Should the Commission adopt the following PURPA standards included in the Enetgy
Policy Act 0f2005: (1) Net metering? (2) Smart Metering?

1. What are the supply-side resource requirements that must be planned and filled in the

future and how do we decide what those requirements are?

‘What portfolio(s) of options are best for filling increased load demands?

How should risk management be factored into the decision making process?

How should fuel diversity be evaluated?

Can an expanded use of utility-scale solar electric generation be integrated with existing

coal-fired operations?

How could supply-side planning be affected by the new Renewable Portfolio standards

adopted by the Commission for Arizona?

7. What is the risk of fiture carbon taxes or penalties on existing and future fossil fuel

generation options? How can this risk be evaluated and quantified?

Should one computer production cost modeling program be utilized?

8, How should non-utility generation (i.e. merchant generation, distributed generation) be
considered in resource plans?

G AW
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