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Joint Stakeholder Proposal for New
Energy Rules

I. Introduction

The following comments are provided by American Council for an Cnergy-Efficient
Economy. Arizona Faith Network, Arizona Interfaith Power and Light, Arizona Solar
Energy Industries Association (AriSEIA), Arizona Public Health Association, Black Mesa
Water Coalition. CIIISPA Arizona, Conservative Alliance for Solar Energy (CASE), Din¢
C.A.R.E., E4TheFuture, Elders Climate Action, Environment Arizona Research & Policy
Center, Natural Resources Defense Council. Qur Mother of Sorrows Catholic Church,

Physicians for Social Responsibility. Sierra Club, Solar Energy Industries Association
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(SEIA). Solar United Neighbors, Southwest Energy Efficiency Project (SWEEP), Sunrun,
Té Nizhoni Ani, Tucson 2030 District, Vote Solar, Western Grid Group, and Western
Resource Advocates (WRA) (together the “Joint Stakeholders”) regarding possible
modifications to the Commission’s energy rules. As several stakcholders indicated in their
comments to this procceding,' the report provided by Commission Stafl on April 25,2019
and updated on July 2, 2019, appears to move Arizona energy policy backward — not
forward — by climinating requirements for renewable energy and cnergy efficiency. as
well as combining the Renewable Energy Standard and Tariff (“REST™). Electric Energy
Efficiency Standard (“EEES™), and Resource Planning and Procurement (“RPP™) rules
without strengthening or improving the accountability and transparency of the

Commission's Integrated Resource Planning (“IRP™) process.

The REST and EEES rules. both individually and collectively, have provided substantial
benefits to the statc and utility ratepayers in the form of cost savings; reduced water use;
tens of thousands of in-state, family-wage jobs: economic development; and environmental
benefits. These rules have been instrumental in ensuring that the most cost-effective
resources are procured by utilitics. As these rules have been effective and are functional,
we recommend extending and improving upon them as the best method to provide
continued benefits to ratepayers and the electricity system — rather than eliminating them

and starting from scratch.

In response, the Joint Stakeholders have developed this comprehensive proposal modifying
the Commission’s cxisting rules and adding a clean energy focused standard. These
comments serve as a summary and introduction to the Joint Stakeholder Rules and arc
accompanied by specific language for each modification in both clean and redline format.
The intention of the Joint Stakeholder Rules is to provide a comprchensive alternative to

the April 25™ and July 2" Staff Reports that addresses many of the proposals and ideas put

I See Comments of Western Resource Advocates, Western Grid Group. Vote Solar and Sierra Club filed
May 29, 2019, in Docket No. RU-000004A-18-0284, hitps://docket.images.azcc.cov/0000198308.pdfl
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forth by Commissioners, as well as the interests of the groups who have collaborated on

this effort.

As described in detail below, the Joint Stakeholder Rules include enforceable

standards for the following:

e 100% clean energy by 2045,
e 50% renewable energy by 2030,
e 10% distributed generation by 2030, and

e 35% cumulative energy efficiency savings by 2030.

The Joint Stakeholder Rules also move Arizona toward a more comprehensive IRP process
that provides for more effective stakeholder engagement and ensurcs greater

accountability, while preserving the RPP rules as separate from the others.

Finally, the Joint Stakeholder Rules recognize the importance of supporting a just transition
for communities impacted by power plant closure by encouraging clean energy investment

on Tribal Lands.
Collectively, the Joint Stakeholder Rules are designed to ensure that:

o There is continued progress and accountability toward clean energy investment by
Arizona’s regulated utilities.

e Arizona’s regulated utilities pursue near-term actions focused on investing in clean
energy resources that are local and cost-cffective.

e Investment in new resources is targeted toward those resources that are less likely
to introduce future stranded costs.

e Arizona prioritizes clean cnergy investment that creates in-state jobs, supports
communities impacted by power plant closure, capitalizes on Arizona’s superior

solar resource, and that improves local air quality and public health.

The Joint Stakeholders are appreciative of the leadership demonstrated by the Commission

in addressing these complex and important issues. This proposal addresses many aspects
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of the proposals put forth by Chairman Bob Burns. Commissioner Sandra Kennedy,

Commissioner Boyd Dunn, and former Commissioner Andy Tobin.

II. Clean Energy Standard

The Joint Stakeholder Rules contain a new standard of 100% clean energy by 2045. This
requirement puts Arizona on the path towards a zero-carbon energy system and is
consistent with policics being developed across the Western United States. A standard of
100% clean energy by 2045 is achievable and necessary to address the impacts of climate
change. The current energy rules do not contain a clean energy standard and, as such. the

Joint Stakeholder Rules create a new policy for measurement and compliance.

Under the Joint Stakeholder Rules, Clean Energy Standard compliance would be measured
using a mass-based regulatory structure that would maximize flexibility in meeting the
Standard by focusing on carbon content rather than any specific technology. A baseline
carbon emissions rate would be set based on an average of 2016-2018 levels and decreased
progressively until the requirement of 100% clean by 2045 is achieved. By including a
Clean Energy Standard in addition to an updatc to the REST and EELS, the Joint

Stakeholder Rules provide value and flexibility to achieve Arizona’s energy future.

I11. Renewable Energy Standard

Arizona's current REST of 15% by 2025 was adopted in 2006 — over a decade ago.
Arizona’s leadership in renewable energy policy spurred incredible entrepreneurship and
technological innovation. At that lime renewables were a relatively nascent technology and
investments made in renewables have brought us to the place we are today. Renewable
energy from solar and wind arc some of the lowest cost energy resources available. With
continued policy leadership, battery storage will improve the ability for renewable encrgy
to match load. enabling higher penetration at lower costs, boosting the state’s economy,

improving Arizona’s air quality. and reducing water consumption from power generation.
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As aresult, the Joint Stakeholder Rules include an enforceable standard for 50% renewable
energy by 2030. Together with the Clean Energy Standard, this proposal would make
Arizona competitive with nearly every other state in the West.> The Joint Stakeholder
Rules also contain updates to the existing REST that increase the required renewable

cnergy percentages beginning in 2020 until 50% renewable energy by 2030 is achieved.

IV. Distributed Energy Requirement

The current REST includes a requirement for distributed generation (“DG™) in section R14-
2-18035. This requirement is often called the “DG carve-out.” The current DG carve-out
requires that 30% of the existing 15% REST be satisfied by obtaining Renewable Energy
Credits (“RECs”) from distributed energy resources. In 2023 this requirement amounts to
4.5% of retail sales. Half of this carve-out is required to come from residential applications
and the other half is required to come from non-residential, non-utility applications. When
this provision was originally enacted, Arizona offered upfront incentive payments to
customers installing DG. In exchange for the incentive payment, DG customers provided
the RECs associated with their DG system production to the utility for use in complying
with the REST and the DG carve-out. Since incentives have expired, participation in DG
has continued to grow in Arizona, but the utilities are no longer receiving RECs for new
DG. No alternative method for REC transfer has developed resulting in the need to request

waivers from this provision of the current REST.

As Arizona updates the REST, the DG carve-out should be updated in order to
accommodate the current situation in which the RECs associated with DG are not provided
to the utility, and to ensure that customers arc provided the opportunity to participate in
clcan energy development in Arizona. To accomplish these goals, the Joint Stakcholders
propose an updated Distributed Renewable Energy Requirement (“"DRER™). T he DRER

will not be a carve-ourt of the updated REST, but rather a parallel program under which

2 The following standards have been adopted: Nevada: 50% renewable by 2030 and 100% clean by 2050;
New Mexico: 50% renewable by 2030, 80% renewable by 2040, and 100% zero-carbon by 2045, Oregon:
50% renewable by 2040; Washington: 100% clean by 2045: California: 100% clean energy by 2045.
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10% of total retail sales will be required to come from distributed generation by 2030.° The
requirement will begin at 4% in 2020 and will increase by six tenths of one percent each
year until 2030 when the 10% requirement is reached. DG resources that are eligible for
the DRER must have a nameplate capacity of 50 kW or less.* Compliance with the DRER
will be measured based on DG production captured by the dedicated production meters

installed by the utility at the customer’s premise.’

The proposed DRER is reasonable and conservative. The initial target of 4% in 2020 is less
than current penetration levels for Arizona Public Service Company (APS), Tucson
Electric Power (TEP), and UNS Electric.® Prior to the cnd of net metering, APS projected
DG penetration as high as 18% in 2030"—a valuc significantly higher than the proposed
requirement of 10% in 2030. As Arizona has moved away from retail rate net metering to
an export credit rate, growth in DG is expected to slow significantly. Adoption of the
DRER will ensure that there remains a viable path for customer participation in Arizona’s

clean energy future.

As utilities plan to meet the DRER, they should promote the development of customer-
sited battery storage in combination with and in addition to DG. Such goals can be achieved
through rate design and incentives, including compensation mechanisms for the utilization
of Distributed Renewable Energy Resources to provide services in support of power system
stability and power quality including “bring your own device” tariffs that compensate
service aggregators for the coordination, operation, and dispatch of multiple customer-sited

battery storage and DG systems.

3 For purposes of the DRER retail sales will be measured inclusive of the solar production that is pradnced
and consumed behind the meter.

# Community Distributed Generation is not subject to this size limitation.

¢ Production from Distributed Renewable Encrgy Resources will not be eligible for compliance under the
REST unless RECs associated with the production are obtained and retired.

5 See APS docket No. E-1345A-18-0226, TEP docket No. E-01933A-18-0238, and UNSE docket No. E-
04204A-18-0239.

7 Arizona Public Service Company. 2017 Integrated Resource Plan filed in Compliance with R14-2-703.
April 2017. Table F-2, page 211.
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V. Energy Efficiency Requirement

Since 2010 the current EEES has saved Arizona ratepayers money. energy, capacity, and
water: stimulated the local economy: and reduced air pollutants — all cost-effectively.

Benefits have included:

e More than $1 billion in net cconomic benefits for all Arizona ratepayers;
e More than 14 billion gallons of water saved: and.
e Fnergy savings equivalent to the consumption of more than 500,000 Arizona

homes.*

Encrgy efficiency is also Arizona’s cheapest energy resource” and employs more than

40,000 people across the state.'”

In order to reap the benefits of continued encrgy efficiency investment, the Joint
Stakeholder Rules include an enforceable standard for 35% cumulative energy savings by
2030. The Joint Stakeholder Rules also contain updates to the existing EEES to reduce

regulatory barricrs to energy efficiency program deployment and comprehensiveness.

V1. Integrated Resource Planning Process Improvements

The Joint Stakeholders propose significant modifications to the RPP rules to address
concerns about the current TRP process, including proposed changes that will increase the
opportunity for stakcholder involvement, increase accountability, and improve

transparency in utility planning.

% See 2010-2018 Annual Demand Side Management reports of Tucson Electric Power, Arizona Public
Service Company, and UNS Electric filed with the Arizona Corporation Commission.

¢ According to Tucson Elcctric Power's 2017 Integrated Resource Plan, other resources cost substantially
more including gas (at least 4-times more) and nuclear (at least 6-times more).

19 Environmental Entreprencurs, Energy Efficiency Jobs in America: Arizona: https://www.e2.org/wp-
content/uploads/2018/09/ARIZONA-Dist.pdf
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As the Commission is aware, the prior IRPs submitted by APS and TEP were heavily
focused on the procurement of gas resources to the detriment of other resources including
renewable energy. energy storage, energy efficiency, and demand response. The
Commission ultimately did not acknowledge the utilities” IRPs, which resulted in a gap in

resource planning and highlighted the nced for process improvements.

The Joint Stakeholders have undertaken considerable effort to propose rules that are best
suited to Arizona and that are based on lessons lcarned from and best practices for resource
planning from around the country. In addition to outlining a more user-friendly process
that will enhance reporting requirements, improve and facilitate meaningful stakeholder
involvement, and enable critical transparcney for stakeholders and the Commission into a
utility’s development of its TRP, the Joint Stakeholder Rules outline a process that details
specific actions to be taken in the case that an IRP is determined to be deficient. Under the
proposed process, utilities must help the Commission and stakeholders understand why an
IRP represents the best deal for ratepayers and how the IRP analysis and action plan has
changed since the last Commission IRP review. Finally, utilities must return to the
Commission for guidance or an amendment when major changes impact an IRP or IRP

action plan.

VII. Transition for Impacted Communities

The Commission has recently taken steps to acknowledge the responsibility of utilities to
provide support for communities impacted by the retirement of conventional power plants.
Indeed, the pending Recommended Opinion and Order in Docket Nos. E-01345A-16-0036
and E-01345A-16-0123 directs Arizona Public Service Company to develop an initial
transition plan for communities that will be impacted by the closure of the Four Corners

Power Plant.

In addition to establishing a just transition plan and fund, the Commission can also support
just transition efforts by encouraging clean energy development that dircctly benefits
impacted communities. For cxample, there is strong potential for solar and wind

development on Navajo and Hopi Lands that, if developed. could help Arizona achieve
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clean energy outcomes while also helping these communities transition to new economic

bascs.

To that end. the Joint Stakeholder rules include provisions that direct utilities to consider
and give a preference to clean energy development opportunities in communities impacted

by conventional power plant closures, including on Tribal Lands.

VIIl. Conclusions

The Joint Stakeholders appreciate this opportunity to comment on this important
conversation and to provide our proposed rules for the Commission’s consideration. We
are interested in engaging further on these issues and would welcome the opportunity to
present the Joint Stakeholder Rules to the Commission at an upcoming meeting or

workshop.
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TITLE 14. PUBLIC SERVICE CORPORATIONS: CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 2, CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R14-2-701 Statement of Purpose

R14-2-7021.  Definitions

R14-2-7032. Applicability

R14-2-7013, Load-Serving Enrity Annua! Reporting Requirements

R14-2-705. _ Integrated Resource Planning Process

R14-2-706.  Intcorated Resource Plan Reguirgments

R14-2-7074, Commission Review and Acknowledgement of Load-Serving Entity Intepraied Resource Plans
R14-2-708.  Update, Amendment. or Review to an Acknowledged Integrated Resource Plan-
R14-2-7095. Procurement

R14-2-70104.  Independent Monitor Selection and Responsibilities

£ IRI’") will consider all ﬂ..Nm.ihlL resources Lo satisfy the de nnﬂ m en H -ven ar planning pmod taking

into_account both supplv- and demand-side electric_power resources. In broad lcrms. i F ment of the planning
gnvironment, 2 careful and detailed studv of a range of future load forecasts, present gencration rc'mur(.c\, present dum_tglg! resQurces, current
investments in eleetricity conservation lechnologies. existing transmission and distribution facilities, and the relevant forecast and scenario
analyscs in_support of a load-serving enlily’s selected resource plan. 1t will also contain a discussion of all applicable laws and regulations (o
ensure_that the proposed Action Plan for the implementation of the selected resource plan complies with all laws and regulations of the
Pederal povernment and the State of Arizona.

The purpose of this Article is to ensure that thc IRP s
of Arizona’s elecrric i - 1 i
of electric power services ar re rea\onahh. prices. The provisions c\labhbhcd herein will guide \hs,_l&ﬂpw dlunn Imcs that are consistent

with the mandates for the Commission and following the clectric power industry’s best practices in int ggugd rgggu;m L lanning. Hm reg:
ulation, mmgp <L, ggtmeﬂ the ternis re lated to the information required in the IRP, the procedures before

load-serving entitics will foliow after the Commission has e\n_h_mr_c:_d and reviewed the H(P.

The Commission will evaluate the IRP as well as each load-serving entity’s performance thereafter in accordance with the provisions set lorth
in this regulation.

: interests of the residents of

This regulation shall be interpreted in 8 way that pro
Arizona. and in such a way that the proccedings are curri

R14-2-702+. Definitions
In this Article, unless otherwnse speclf ed:

L, “Aeti P identifies the specific needs and potential actions that a load-serving entity will pertorm during
the first five (3) vears of the Planning Period in order to implement the Preferred Resource Plan.

21, “Acknowledgment” means a Commission determination, under R14-2-704, that an Integrated Resource Planpias meets the basie
requirements of this Article.

32, “Affiliated” means related through ownership of voting securities, through contract, or otherwise in such a manner that ong¢ entity
directly or indirectly controls another. is direetly or indircetly controlied by another, or is under direct or indirect comunon control
with another entity.

43, »\ll-snurcL RanLv for Propmah or’ all-murcc RH’ mcans i DTOCESS wherein the utility solicils ppen all-source bids for new

shall identify the specific needs to be satisfied. but it must be
m&wmwwum_du neutral. The RFP shall consider demand-side resources on cqual footing as sup-
ply=side ones and shall not be limited to “dispatchable” resources,
“All-source chm.\l Inr In!ormmmn or® all-wourcc Rll mc:

ones and shall not bhe limited to “dispatchable™ resources.




6 “Benchmark™ means to calibrate against a known set of values or standards.

7. “Book life” means the expected time period over which a power supply source will be available for use by a load-serving entity.

£ “Rtu” means British thermal unit.

4. “Capacity” means the amount of clectric power, measured in megawatts, that a power source is rated to provide.

“Capacitv Expansion Model” refers to a computer model designed to seek a least cost. or "optimal”, portfolio of electricity supplv-

und demand-side resources that meets the utility's Joad forecast. accounting for sysiem constraints and the need to maintain the

reliahility of the svstem over the planning period in the Preferred Resource Plan.

“Capital costs™ means the construction and installation cost of facilities, including land. land rights, structures, and equipment.

|2, “Coincident peak™ means the maximum of the sum of two or more demands that occur in the same demand interval, which demand
interval may be established on an annual, monthly. or hourly basis,

13, “Commission” or “ACC™ refers to the Arizona Corporation Commission

11, “Customer class™ means a subsel of customers categorized according to similar characteristics, such as amount of encrgy con-
sumed: amount of demand placed on the energy supply system at the system peak: hourly, daily, or seasonal load pattern; primary
type of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental: and lo-
cation.

15. “Decommissioning” means the process of safely and economically removing a generating unit from Service,

16. “Demand management™ means beneficial reduction in the total cost of meeting ¢lectric energy service needs by reducing or shifting
in time electricity usage.

17. “Derating” means a reduction in a generating unit’s capacity.

15, “Discount rute” means the interest rate used to calculate the present value of @ cost or other economic variahle.

19. “Docket Control” means the office of the Commission that receives all official filings for entry into the Commission’s public
electronic docketing system.

20, “Emergency” means an unforeseen and unforeseeable condition that;

a.  Does not arise from the load-serving entity's failure (o engage in good utility practices,
b. Is temporary in nature, and
¢.  Threatens reliability or poses another significant risk to the system.

21. “End use” means the final applicarion of clectric cnergy, for activities such as, but not limited to. heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting.

22. “Energy losses™ means the quantity of electric energy generated or purchased that is not available for sale 1o end users, for resale, or
for use by the load-serving entity.

3. “Escalation” means the change in costs due o inflation, changes in manufacturing processes, changes in availability of labor or
materials, or other factors.

24. “Generating unit” means a specific device or st of devices that converts one form of energy (such as heat or solar energy) into
clectric energy, such as a turbine and generator or a sct of photovoltaic cells,

25. “Heat rate” means a measure of generating station thermal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for electric generation by the kilowatt-hours of ¢lectricity generated.

26, “Independent monitor” means a compuny or consultant that is not affiliared with a load-serving entity and that is selected to oversee
the conduct of a competitive procurement process under R14-2-706.

27, “Integrated Resource Plan” or *IRP™ means a plan that considers all reasonable resources Lo satisfy the demand for electric power
services during a specific period of time. including those relating to the offering of ¢lectric power. whether existing, traditional,
and/or new resources, an : relating to energy demand such as encrgy conservation angd efficiency or demand response and
localized energry gencration by the customer. while re izing the obligation of compliance with laws and regulations thar con-
strain resource selection.

28. “Integration” means methods by which energy produced by intermittent resources can be incorporated into the electric grid.

29. “Intermittent resources™ means electric power gencration for which the energy production varies in responsc to naturally oceurring
processes like wind or solar intensity.

30. “Interruptible power”™ means power made available under an agreement thut permits curtailment or cessation of delivery by the

supplier.

“In-service dare” means the date a power supply source becomes available for usc by 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 leust 30 megawatts combined.
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33, “Long-term” means having a duration of three or more years.

34. “Major change’ means any new procurement effers or addition, retireiment or maodification of generation p g § >
capacity of 3() megawatts or prealer; the addition of pollution control equipment: the unanticipated lermination of a Power Purchase
Agreement: or other event, such as @ mujor forest fire, as set forth by the Commission.

35. “Major Project™ shall mean any proj han 50 megawatts

36. “Maintenance™ means the repair of generation, transmission, distribution, administrative, and general facilities; replacement of
minor items; and installation of matcrials to preserve the efficiency and working condition of facilities.

“Mothballing” means the temporary removal of a gencrating unit from active service and accompanying storage activitics.

“Operate” means to manage or otherwise be responsible for the production of electricity by a generating facility. whether that fa-

cility is owned by the operator, in whole or in part, or by another entity.

39, “Participation rate” means the proportion of customers who take part in a specific program.
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40, “Planning Period™ means the fifteen ( 15)-vear period_in an Integruted Resource Plan for which resourges must be planned ta meet
customer load requirements.

41. “Planning Reserve Margin™ refers to the reserve margin required to aperate a loa

42 “Preferred Resource Plan” means a portfolio of resource additions selected by a load-serving entity from amongst those cvaluated
in_the IRP representing the best performing resource mix to be implemented in the Action Plan.

43. “Probabilistic analysis™ means a systematic evaluation of the effect, on costs, reliability, or ather measures of performance, of
possible events affecting factors that influence performance, considering the likelihood that the events will oceur.

44. “Production cost” means the variablc operating costs and maintenance Costs of producing electricity throngh generation, including

fuel cost, plus the cost of purchases of power sufficient to meer demand.

“Referenee Case” refers to the forceast of load and associated system requirements, commodity prices. cupital costs and risks
representing a load-serving entity's best understanding of expected circumstances or piedian probability outcomes,

46. “Refurbish™ means to make major changes, more extensive than maintenance or repair, in the power production, transmission, or
distribution characteristics of a component of the power supply system, such as by changing the fuels that can be used in a gener-
ating unit or changing the capacity of 2 generating unit.

17, “Reliability” means a measure of the ability of a load-serving entity’s generation, transmission, or distribution system to provide
power without failures, measured to reflect the portion of time that a system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

18, “Renewable cnergy resource” means an energy resource that is replaced rapidly by a natural, ongoing process and that is not nu-
¢clear or fossil fuel.

40, “Reserve requirements” means the capacity that a load-serving entity must maintain in excess of its peuk load to provide for
scheduled maintenance, forced outages. unforeseen loads, emergencies, system operating requirements, and reserve sharing ar-
rangements.

30, “Reserve sharing arrangement” means an agreement between two or more load-serving entities to provide backup capacity.

SL._“Resource Plan™ refers 1o a sclection of supply-side. demand-side. and transmission resources that best serves @ load-serving en-
titv's needs under a given forecast scenario,

52. “Resource planning” means integrated supply and demand analyses completed as described in this Article.

5344, “RFP” means request for proposals.

54 “Self gencration” means the production of electricity by an end user.

53, “Sensitiviry analysis” means a systematic assessment of the degree of response of costs, reliability, or other measures of perfor-
mance to changes in assumptions about factors that influence performunce.

36, “Short-term” means having a duration of less than three years.

57. “Socioeconomic effects™ means changes in the social and economic environments, inely ing. for example, job creation, effects on

Incal_cconomics, geographical concentration of persons and structures, concentration_of investment capital. and the_abilily of

low-income and rental houscholds to receive conservalion sgrvices.

“Spinning reserve” means the capacity a load-serving entity must maintain connected to the system and ready to deliver power

promptly in the event of an unexpected loss of generation source. expressed as a percentage of peak load, a percentage of the largest

generating unit, or in fixed megawatts.

“Sraff” means individuals working for the Commission’s Utilitics Division, whether as employees or through contract,

“Third-party independent energy broker” means an entity, such as Prebon Energy or Tradition Financial Services, that facilitates an

energy transaction between separate parties without taking title to the transaction.

61, *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.

62. “Total cost” means all capital, operating, maintenance, fuel, and decommissioning costs, plus the costs associated with mitigating
any adverse environmental effects, incurred by end users, load-serving entities, or others, in the provision or conservation of
electric Cnergy services,

-serving entitv's system rehiably,

N

A

218

R14-2-7023. Applicability

A.
B.

L O

This Article applies to each load-scrving entity, whether the power generated is for sale to end users or is for resale.

An electricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 30 megawalls

combined shall provide written notice to the Commission within 30 days after the increase and shall comply with the filing requirements

in this Article within two years after the notice is filed.

‘The Commission may, by Order, exempt a load-serving entity [rom complying with any provision in this Article, or the Article as a

whole, upon determining that:

I.  The burden of compliance with the provision, or the Article as a whole, exceeds the potential benefits to customers in the form of
cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the load-serving entity’s
compliance with the provision or Article; und

2. The public interest will be served by the excmption.

A load-scrving entity that desires an exemption shall submit Lo Docket Control an application that includes, ata minimum:

1. The reasons why the burden of complying with the Article, or the specific provision in the Article for which exemption is requested,
exceeds the potential benefits to customers that would result from the load-serving entity’s complignee with the provision or Ar-
ticle,




2. Data supporting the load-serving entity’s assertions as to the burden of compliance and the potential benefits to customers that

would result from compliance; and
3. The reasons why the public interest would be served by the requested exemption.
o - s 11 ) 2 )

E o £ b s with Docket-Cantral-within-420-days-afierthe-effective date-oftheserules—the-dovumentsthat would
have-heendue-onApet—atundes R14-2-F03H 54+ H-had-the-revisions to thosesubsections-beer-eHectve-at that
thine

R14-2-7043. Load-serving Entity Annual Reporting Requirements

A. Demand-Side Data: A load-serving entity shall, by April | 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 de-
scription of how the estimate was made:

1. Hourly demand for the previous calendar year, disaggregated by:
a. Sales to end uscrs;
b.  Sales for resale;
¢. Energy losses; and
d.  Other disposition of energy. such as energy furnished without charge and energy used by the load-serving entity;
Coincident peak demand (megawatts) and energy consumption {megawatt-hours) by month for the previous 10 years, disaggre-
gated by customer class:
3. Number of customers by customer ¢lass for cach of the previous 10 years: and
4. Reduction in load (kilowatt and Kilowatt-hours) in the previous calendar year dug (v existing demand management measures. by
type of demand management measure,

B. Supply-Side Data: A load-scrving entity shall, by April 1 of each year, file with Docket Control a compilation of the following items of
supply-side data, including for cach item for which no record is maintained the load-serving entity’s best estimare and a full description
of how the estimate was made:

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

In-service date and book life or contract period;

Type of generating unit or contract;

The load-serving entity’s share of the generating unit’s capacity, or of capacity under the contract, in megawalls.

Maximum generating unit or contract capacity. by hour. day, or month. if such capacity varies during the vear:

Annual capacity factor (generating units onlyv);

Average heat rate of generating units and. if available, heat rates at sclected output levels;

Average fuel cost for generating units, in dollars per million Bru for each type of fuck

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

Purchased power energy costs for long-term contracts, in dollars per megawar-hour;

Fixed operating and maintenance costs of gencrating units, in dollars per megawatt;

Demand charges for purchased power;

Fuel type for cuch 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;

Description of each generating unit as base load, intermediate, or peaking:

Environmental impacts, including air emission quantities (in metric tons or pounds) and rates (in quantities per mega-
watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury, particulates, and other air emissions subject to
current or expected future environmental regulation:

q. Water consumption quantities and rates: and
r.  Tons of coal ash produced per gencrating unit:
2. For the power supply system for the previous calendar ycar:

2
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EN A description of generating unit commitment procedures:

b. Production cost;

C. Reserve requirements;

d. Spinning reserve;

e Reliahility of gencrating, transmission, and distribution systems:

f Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales related o short-term contracts;

and
Energy losses;
3. The capacity. tvpe, location(s). and cxpected term of demund-side resources offered in the load-serving entily’s service arca for the

previous calendar vear:

W By or on behalf of the utiliny:
b [hrough government-sponsorcd programs: Or
" Through Jeveletsclf gencration--the-toud-serving-entily s service area-for-the-previeus-calendaryear and

4. An explanation of any resource procurement processes used by the loud-serving entity during the previous calendar year that did
not include use of an RFP, including the exception under which the process was used.
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R14-2-705. Integrated Resource Planning Process
A. Planning Period: Effectiveness
|l The IRP shall consider a planning period of fifteen {13) ve
2. An IRP acknowledged by the Commission shall remain in dh.ct until the acknowledgment of & subsequent IRP by the Commis-
sion, or until olherwise established by the Commission through resolution or order.
An\ Qropusdl for 2 new !BE, Q[ gm n[gmgﬂ !B!ﬂ rcne\'. or amendment (o an u\w(mL.IRJ_f ml_x St hc. submillcd o the C

eflect until it is m,knowlodgog, by the Commission.
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C. _Integrated Resource Plan Filing Structure and Requirements
i B

By Aprii_ 1 of every . i

cordance with the provisions of this Am&lc. und app ggm ¢ ggmmlssno rcsolutmm and | orders. In the case of a substantial chgm. in
the energy demand or group of resources, the Commission may order that the review of th; next IRP be carried out hefore the three

(3) vears provided here 1o respond to and/or mitigate such changes. Al any m three-vear filing requirement, a
lvad-serving entity mav submit a_proposed update, amendment or review to an acknowledge gs described in Section

R14-2-708.

The filing of the IR shall initi

mmission pursuant 10 the provisions of this Amicle.

The IRP filing shall he comprised of a main body and accompanying technical appendices

a The main body of the IRP shall he written as a coherent, stand-glone document gggzugng to allow informed readers suf-
feient information o gnslggggg nd the process by which a load-serving entity conducts long-term rgsource planning and
the key outcomes of that resource planning, The main body shall be orgg_mmd into the following chapters:
Part One — Introduction and Summary of Conglusions
Part Two —~ Planning Environment
Part Three — [.oad I'arecast
Part Four — Existing Resonrces
Part Five — Resource Needs Assessment
Part Six = New Resource Options_
Part Seven  Assumptions and Forecast
Part Eight — Resource Plan Development
Part Nine — Caveats and Limirations
Part Ten  Work Plan
Part Eleven — Action Plan
Part Twelve = Other considerations or additio
that mayv ad¢ addre\s subjects refated to intcorated resource n]mmng,
b. [he technical appendices of the IRP filing shall include ancillary information and descriptions requi v this Article but
pobincluded i the main body of the JRP filing. The following technical appendices must be attached o the IRP filing:
Anm.mln | |m, SHIS: 3 ion mﬂ Distribution Planning
A = Implementation Status
A p_cndl\i !lgm. swable I;ngm; Project Status
Appendix 4 - Demand-Side Resources
Appendix 5 - X supplv-Si S
Appendix 6 - Additional mtormauon, as Mum:d by the Commission through and order. that may address subjects
related 1o gntcgfaled resource planning.
-8 The IRP filing shall specifically identifv and include all ref] 10 exle i : uments relied upon
in the development of the gmm-:ed IRP,
E: “ g ;gmm document is publicly available on the Intemet, a specific fink (LRI, address}) to the source docuinent s hall

- e £ mumg dggumgm referenced by the load-serving entity in any portion of its IRP filing is not publicly availablc or
readily aceessible, an electronic copy ol such source documen nts shall be provided along with the IRP filing.

3. _If a source document consists of a study, i lication. not ubhcl_\_ 1\axlahle or

Commission through and order.

in contcn ~.han be pmwded Lipon requecs (S -

document. In the case such source documents are protected under federal copyri

make a reference to the documents used for the development of the proposed IR,

d. Work papers and models relied upon by the load-serving entity in the development of the IRI? shall be fiied coneyrrently

with the [RP.

L_ngmmﬂghm_u_mlgﬂg_m electronic form shall be provided electronically in native format. All formulae
and viable links shall be lefl intact,

2. The load-serving entity shall, at a minimum. provide the following work papers to the Commission:

i Load Forccast Development work papers:

1!__ _Fuel Price Forecast Development work papers;
m Resource Plan mndulmg mput ﬂlu, -}

ssi ; :¢ Plan modeling output files, in-
cluding linanct el use: ; sent value of revenue requirements, rate impacts, or
other cost clements of the IRP:

Vi I lcmmmc spreadshect=hascd versions of all tables and figures as presented in the IRP,
S ing license to Staff of the modul(x) they use,
: . Is

Quch a_c_(_:c_«_ﬁ sha[[ p_e;ad;:qua_tg__m_cnable the Commission to replicate the results and may include the load-sel




manipulating the computer model according to instructions or input from the Commission. Reasonable access shall also

be provided to intervenors, Il the load-serving entity seeks 1 limit access W Lhe program or application to intervenors. the

Commission will determine the appropriate access to the program or its output,

A Thgjggsi-semng_nmy shall use medeling soflwure that meets the following criteria:
. There are no technical or legal harriers to providing inputs and outputs of the “mode! to stakehiolders in a format

legible to stakeholders:
The utility can provide the modeling pargmeters to stakeholders:

3. The software can reasonahly model all tvpes O resources, including wind, solar, and storuge, ingluding battery

SHITHES,
[he soflware can n model at hourly and sub-hourly timeseales: and
The soflwarg is gmhlg of modeling fixed resource retirement dales or optimizing resource retirement datcs.

When f'hnp its IRP. the load- ;ﬂ;mg entity shall simultaneously publish its IRPs in its {ull and complete form on the utility's

R14-2-706.

website, which should be presented in un gecessible and comprehensible way to the general I&Ih] . The load-serving entity may

oulv_withhold information_from rcporting v with Commission aggrma) under a_protective rovided in_Section
R14-2-707(D)(3). and stakcholders shall have a reasonable opportunity to challcngc designations of informagion gs confidential.

Integrated Resource Plan Reguirements

A load-serving entity shall, by April | of every third year, file with Docket Control a preliminary IRP. Consistent with Section R14-2-705(C)

above, a load-serving entitv’s IRP must include the following:
A. Planning Environment: The IRP shall include a description of the various cument laws, regulations, and other rules that might aftect

plunning decisions, as well as any that are likely 1o be jmplemen ;gg during the course of the planning peri 5&,

| This section shall describe, at a mimmum, the following foactors: federal, state, or municipal s impact the
requirement for, or availability of, energy cificicncy, rencwable energy. fuel aliernatives, or other resource requirimgnts: an nd en-
vironmeni! standards and regulations that impact existing ulility resources or resource chaices ar the present Line through the

planning period.
2. This seclion shall also include a discussion of substantial regulatory or legislative standards and rules that have changed sinee tie

acknowledgiment of the most recent IRP,

I.oad Forecast: __ Thc loud-serving entity shall provide a compilation of nual electricity consumption

forecasts for each_year of the (RP planping period whlgh may include a refercnce to thg la.\“l I' ling made under this subsection tor each
item for which there has heen no change in foreeast since the last filing,

The load forecasts will include the following items:

L Fifteen-vear forecast of system coincident peuk logd (megawatts) and energy consumption (megawati-hours) by month
and vear, g;grggscd gparalclv or residential. commereial, indusirial, and other customer classes; for interruplible power;
for resale:

b, Ihe load-serving entily : at least three (3) haseline 1.0ad Forceasts o reflect u regsonable range of future
uncertainties:

1 A reference case representing the Joud-serving eatity’s best understanding ol expected circumstances or m
probability outcomes;
2. A low case where customer electricity demand and consymption are significantly be
throngh the planning period: and
3. Ahigh ¢ase where customer electricity
e planning period.
¢. _Disagerceation of the load forecast into 2 component in which no additional demand management measures wre assumed.

and a component assuming the change in load due to additional forecasted demand management measures;
d. Analysis and considcration of the impact of;

ificantly above urility median expectations

I Existing demand-side resources, anticipated chanpes {0 rate design, building codes and standards, deployment of
diy mgmﬂ genem;non, and other important factors on the load forecast:
2. Technig i forecast. including the extent to which the forecast includes the ¢ffects of current and

planned technical loss reduction gmmm;. 52151

: 55 Nnn-lcchmcal losses in 1hc, load

to which the forecast includes the effects of current

¢. __ Historic peak dcmang and energy, His,‘ toric data shall be reported covering a ten {10)-vear period prior to the firstyeur o
the IRP Planning Period and shall inglude;
1. The total annual electricity generation and sales for the utility and consumption for cach customer class: and
2. The coincident peak electricity demand for the utility and mh g_\g.tgmer clg,s

£, Documentation of all sources of data, analyses. ) ' i load forecasts, inciuding a

description of how the forecasts were benchmarked and mstmcatlons tor xelectm o lhe methods and assumptions used.
g An evaluation of prior load torecasts provided in the most recent IRP, includi




1. Assessment of the gnneal accuracy of the previous forecasting including @ comparison of forecasted versus actual
data;
2. An explanation of the cause of any signi svialion {meaning more than $%) herween the previous [Orecasts
and the setusl sonual peak demand and enerpy that occurred: and
3. Anexplanation of the impact that his ;ong demand -sude remur_c,eﬂ had on the prior Joad Jorecast.
2. The load forecasts will be conducted in accordane : :
& A reasonable set of assumptions for cconomic und/or ¢nd use variables shall he included in the developiment of the
long-terin load forecasts.
b. The load forecasts shall reflect normal weather conditions bul must yccount for forecasted changes in climate dug (v
climate change.
28 gxlsgmg Resources. The load-scrvi 1 s that serve or meet the entity’s &gsxomcr s energy and
capueily [ggm[gmgms The IRP shall include the followmg, which nm mglugc references to data reported under See 4-2.704 above:
. des 1 mand-sldc resources currently being implemented by or on behalf of the load-serving entity,
A decrnptmn of the ener, \3 xisting supply-side resources.
2 This section <hall_d_c.~.cnb«, cach type of supplv-side resources, and including at least the following categorics:
I.  Utilitv-owned generation:
2. Wholesale power purchase tfamactlon.s 1hal are one (l\ vear or longer and a detailed discussion of the trgnsaction,
including the term of the cont ] ruvisions, source of the power. fucl source, and other

relevant information;

3. Cogeneration and small power production:

4. Disrributed gencration;

5. Pooling or coordination apreements that reduce resource requirements: and

6. Any othcr supply-side resources.

in addition, the following information concerning cach exi : shall be supplicd. as applicable and
as readily available to the load-serving entity with respect w lhlrd-ng,[; resourees, in he form of a coherent table(s) in the

bady of the 1RI":
1. Resource type:
2. Nameplate and peak available capacity;
3. Annual capacity factor for cach of the last five (5) vears:
L_Eus!_ms.
Ownership information, including the portion of the reso
developer, or by g customer:
6. Location (district of municipality):
_Commercial operation dute;
8. Remaining service lifc:
9. Any anticipated projects or
10. Remaining contract life, including mm cuniracts:
11. Depreciation schedule:
12, Other contraces that need (o be repegotiated (e.g.. for water, land lease, fuel supply):
13, Average annual heat rate over the lust [ive (3) veurs:
14 Current fuel cost in dollars per MMBiu;
15._Current variahle operations and maintenance (O&M) costin dollars per MWh:
16. Current n_cost in dollars per MWh,_including anv other necessary v
ygnablc ()&M cosls;
WARY
variablc ()&.M costs. for future vears !hmlﬂh the planning period:
IS Current fixed O&M cost in dollars per kW:
9. Average annual capital expenditures over the last five {3) vears in total dollars: and
.Q._A_qm:_mmwr_cgﬂsumouon source of supplied water.
[his section shall also include an assessment of potential cost-eflective retirem
sluding the costs associated with incremental depreciation expenses and esli

1. For cach retirement reviewe

serving entity, by a private project

bl

I

les aside from fuel and

I utilitv-owned resources in-

i. Dcscnbc the mnlaumt.m resource EESL mm' 'ih]g system reliability impacts, and corrcetive actions for
i - % it «
. B | glsggngmg:mon decommls\mmng, or mothball mg ol any power spuree Ot mmm St mgxalmg of any gencrating
I nm entity shall provide:

Ide ower source of generating unit _l_nlq_cg_,
I‘hc costs and <pcndm:' schedule for cach disconti

i
iii. The reasons for each discontinuation. decommissioning, mo mmnmg, or derating,

or derating:




d.

D.__Resource Needs Assessment: The Joad-servin

For the purpose szl knttfwnng existing resources that poientially are not cost-effective as sompared to other re-
sources availuble in the market, the load-serving enlity shull compare the costs : ag_n‘,_mu_l‘&hif its ex-
isting resources (utility-owned and contracted) to the costs wnd performance of generic resources, ingluding energy
cfticiency and demand response aliernatives. The load-serving entity shall also conduct computer modeling that. ata
minimum. cvaluales retirement of each existing pencrating uni, g m;[gnlgnt of comhinations of s;.mmg gener:
ating wnits,_under a reasopable range of scenarios during the resource ,gggxgmou period. ‘The load-serving entity
uggg not model retirement of an existing generating unit if' a screening analysis shows the unit 10 m clearly_cco-
glmg gg Qggcd 10 reglacemcrt TCSOUTCES.

The fo srmation concerning cach existing supply-side resource shall be supplied as part of Appendix 5:

__L\Mmmnuummm"_@ ahove:

2. Dares for renewal of operaling licgnses and permits, to the extent applicable:

3. Compliance schedule with current, proposed, and reasonably anticipated regulatory (ing luding environmental reg-
ulatory) and legal mpnn.mmm to the extent applicable:

4. Expeeled gupital and operating costs for compliance with current. proposed, and reasonably anticipaied regulatory

{including envirpmuental regulatory) and legal 1 requirements, o the extent applicable;
5 Expected vearly non-environmsntal capn'al expendimures for the first ten (10} vears of the Planning Period, including

nv improvements 1o operativnal ¢ r extensions of the usclul life:

6. __Any important changes to the resources that occurred since the acknowledgment of the most recent IRP or which is
expected to occur prior o the filing of a review, update. or amendment. including:
i i A description of cach large cupital gmcu {over $5.000.000) expected in thg next five (5) vears:

it. Changcg.m fuel types o 'c : sull [fom economic restrictions or cnvi egulations.

source needs assessment and a detailed des ;;jg],j;gn of'the results

of such assessment. The purpose of the resource needs g;;mmgu is to identify current and/or future cxngg]yﬂ g,nngg ity and/or energy

requirements resulling from the expected or contractual relirement ol ur cessation of services from. existi mand-side

r\-smnrcu_wﬁm compared against {Qrecasz load conditions. The resource needs gssessment shall contain at Icaqjthg._mlmmmlgn&_
An expected planning reserve margin overa fifteen-vear period.

a The nlanmnc reserve margin shall follow industry standard methodofouies in assessing a necessary planning reserve

margin to maintain reliable service during the plunning period.

To the extent that the reserve margin asscssment cannot be developed mdcpcndemlygt_'n FESOUTEE .servin

entily gy WSE its then-current business plan to assess and describe the necessary planning reserve margin.

The |m4 : ,,[ ing entity shall mmmqlme why the planning reserve i gg targets in its forecast are ma.mnghh,,

cohcrcn ta v Vi ected capacity of each existin,

nd existing demand-side resource

rcqmrcmcms, and lggg reguirements mgludmg the planning reserve margin, !h&. Joad-serving entity shall identify its annual nel
position relative to its expected needs throughout the planning period.

| O

b,

“The capital costs and pperating and maintenance costs of all new or refurbished trunsmission and distribution facilitics

expected during the 15-vear period; and
An explanation of the need for and purpuse of all expected new or refurbished transmission istribution facilities

F. New Source Options:

which explanation_shall incorporate the louad-serving ;pmg s most_recent transmission_plan filed under ARS. §
40-360.02(A) and any relevant provisions of (he Commission’s most recent Riennial Transmission Assessment decision

WMLQM_MI\ﬂROQ_fSC|lIllCQ in Arizong,

rving entity shall assess the need for its existin

anv need 10 acquire new resouree

aprions that may reasonably serve or meet the load-serving entity’s customer’s energy and/or cupucity requirements.
1. I'he IRP shall identify gnd evaluate a wide range of new mppl\--wdc resouree opunns u;; tudir g uncwablc and nan-rencwable
options. to be used in the development of the IRP, While a load-s ; sible for

future_development, such glglgnmms must_be accompanied by :
foad-serving entity :dcu. i umo cost rcsouuc 3\'al|'lblh

l. Rcsouroc 1. Resource type:

Location. if a specific project site has been identified; otherwise, restrictions and other considerations_that may
digtate resource placement:

3. lvs

§ ggmm“ m,m[ for renew able energy resources;
Effective Joad ;amn g capacity (ELCC) or capaciry contribution to peak;

7. Ownership information. including the portion of the resource owned by the load-serving entity. by a private projec

dmhmnm.b:.whm

8. icipate ice life.

IO Overnight capital cost;
Fixed operations and maintenance cost:
l‘>. Non-fuel variable operations and maintenance cost: and




|3, Average annual water consumption.
o or each [ESQUILE |gcntmcd in :uh«cctmn {a} above, the following additional information shall be supplicd:
l All info in ve
Other cosls 'or operate the resource, including financing costs, property taxes, supplemental pay-
ments, and inlcrgsmngﬂjm COsis:
3. Lead umgnow_wumm_umMmugh a power purchase agreement;

Anv constraints on the acguisition or construgtion of the resource as applied by the load-serving utility in the ca-
pugity expansion model, including first po tentinl dute of construction, maximum units feasible 10 gequi ife Or con-
strucl per vear. and total number of the resources allowed in e model through the planning pert 1oy

5. _Any constraints on the eperation or dispatch of the resource as applied by the load-serving entity in its modeling,
including minimum up-lime, minimum down-time. or energy or cffiucnt limitations;

6. __Any impact of the location of the resource o reliability and system resilicnce:

7. Evaluation of the interconnection of renewable energy projects and independent power producets to the utility
syvstem: and

A description, with guantitative information and analvsis as l:suuussl. of how the resource contributes o meeling the
gulrcmh of the Clean and Renewable Energy S f this Chapter.
2. The IRP shall include a projection and account for expected rvpes and amounts of g.mm_e_{-owned distributed pencration, by

customer class, including:

& A 15-vear forecast of scif sencration by customers of the foad-serving entity. in terms of annual peak producrion
{megawatts) and annnal energy production (megawatt-hours):

b, Disagercgation of the forecast of subsection (B) inte two components, one reflecting the self gencration proiceled if no
additional ¢(Torts s mﬂ; Lo encourage self generation, and one reflecting the self generation projected to result from the
load-serving entity's institution of additional forecasted sclt sencration measures;

¢ A 13-year forccast of the gnmm] capital costs and operating and maintenance costs of the self gencration identified: and and

d Documcmmmn of the analvsis of the s¢lf generation:

3, This section shall alsa includc the following:

a A calculation of the benefits (u'nmjgnjsmggmablg energy resources:

b. Analvsis of intcgration costs for intermittent resources

;, A plan 10 increase the efficiency of the load-serving m;;;\ 's generation using fossil tuel;

d. A description of a wide range of pozential new energy efficiency and demand response programs.
1. _ For ¢ach demand management program or measure, the [RP will describe:
L_Hy_.‘y_dm&mmm or measure will be implemented;
The projected g,mncnganon level by customer class for the progrism or measure

The expe 1,15] g.hmg; in mgk demand and cm.rg; concumpuon resulting from 1he program or measure:
; vi cluding air cmissions. solid waste, and water con-
mmpuon auributable to thc PIOLTHIN OF HISHSUre,
A The expected societal benefits, societal costs. and cost-gffectiveness of the program or measu
¥i, The expected life of the measure: and
vil, The capital costs, operating costs. and maintenance costs of the measure, and the program costs;

Ko g&]l demand management measure that was considered but rejected:
|, A description of the measure:

il. The estimated change in peak demand and energy consumplion from the measure;
il The estimated cost-effectiveness of the measure;
m_nwmm_qmnng €os1s, and maintenance Costs weasure. and the program costs: and
The measure,
A plan fnr r reducing environmentul mpacts gglg;gg to air emissions, solid waste. and other envirgnmental factors. and for

reducing water consumption.
F, Assumntwns and Forecasts
1. The IRP shall document key modeling assumptions and inputs including, at least, the following:
a. Annual fuel prices for cach delivered lugl:
b. Annual ¢mission prices:

¢. __ Fconomic condiliong,'
d Envirn lutions.

Other non-¢nvironmental regulations, including rencwabie portfolio standurds:
! Lility ﬂhggyu], rale gr wengtged average cost of capital:

I‘he IRP 8 s that will significantly influence kev forceasts v demand. electricity con-
eumpnon fuel prices). and dculoo 3 range of possible outcomes for those forccasts encompassing ut least the fifth {Sth) and
nety-fifth (95th) percentile outcomes us understood by the load-serving entity.
I ‘orecasts should include exogenous elements beyond the load-serving en not limited to:

1.___Egonomic conditions:




2. Environmental regulations:

3. Changes in customer load not caused by urility demand-yide resources;
4. Customer-sited distributed gencration;

5. Tucl prices:

6, Emissions costs: and

7. Capila) costs.
b. or each forecast, the IRP shall identify a reference case forecast, and describe the basis of the forecast range identified,
C. The IRP_shall consider multiple scenarios that cncompass the reasonable range of possible outcomes for uncertain
forecasts. Seenarios may combine key forecasts in 3 manner that enables a reasonable explorution of the range of fore-

seeahle risks to the sufety, reliability, and affordability of retail services. The IRP shall consider a sufficient number of
scenarios 10 hoth deseribe feusible or likely sets of forecasts, gs well as capture a wide range of pussible risks.

1. The load-serving utilily g justify the scenarios used und excluded from consideration and describe why the
combinations assessed represent a reasonable range of risks,

2. Tothe extent that the load-s¢rving entity relies on explicit or implicit relationships or correlations between forecasts,
the load-serving entity shall describe tig bosis of the relationships.
3. The loud-serving entity shall incorporate gny Sc enarios required by the Commission or reasonably suggesied by
interested stakeholders,
d___ The IRP shall include a Reference Casc Scenario, representing the load-serving entity’s best understanding of expected
circumslances or median probability outcomes.
G. Resource Plan Development.
1. The IR shall identify in detail the mechanisms uscd by the load-serving entity in developing its resource plans.
a. The IRP shall include. within the main body of the IRP. the following:

1. Comprehensive descriptions of the modeling mechanisms used in the development und sensitivity analysis of cach
resourge plan, based on Capacity Expansion Medels. The loa {-serving entity may_in gddition use praduction cost
models, g heuristic approach, or a combination of the two._

2, Descriptions " resource plan assumptions and purposes. including consideration of stakeholder input and
Commission reyuirenents;

3. A coherent table illustrating the key difterence between fesource plans. including annual retirements. retrofits or
conversions. and new builds for both supply- and demand-side resources. changes in capacity (uprgies or derations)
or existing supply- and demand-side resources, changes in transmission ot distribution systems. key assumptions,
and resource plan cost:

4. A description of the mechanism and criteria used 10 select the Preferred Resource Plan, following the requirements
of subseetion (2)(¢) below:

5. A coherent load and rgsource balance table for the Preferred Resource Plan showing, by year, the ex capacity
of each existing and new supplv-side and demand-side resouree, its expected peak load, its planning reserve margin
and its total load reyuirgents, including the planning reserve margin. The load-serving entity shall idenlify its
annual ner position relative v its expected needs during the planning period.

6. For the Preferred Resource Plap, and for each resource plan considered in the [RP_ the IRP shall include, ul u
minimum, the following supplemental information:

i A 1able of annual capgeily contribution by resource;
il A table of annual generation by resource:
iil, A table of annual emissions by respurce;

iv, A table of annual fuel consumption by fuel tvpe:

v. A cusli-flow table comprised of annual cost valugs for, at & minimum. fuel spending bv type ol fuel.
generption capital. transmission_capital, fucl infrasiructure capital. total generating unil variable opery-
tions and muintenance. total gencrating unit fixed operalions and maintenance. fuel infrastructure vpery-

tions and_maintenance. CO2. NOx, SO2_emissions, waler_gonsumption. fossil fuel power purchase
agreements; and renewable power purchase agreements.
2, Resource Plan Development Analysis

a The [RP shall use a Capacity Fxpansion Mode elop least-cost resource plans that meet customer needs under the
relerence gase scenario and various furure scenarios. R _serving entity does not use a Capacity Expansion Model
10 develop least-cost resource plans, the load-serving entity must seek, and receive. a waiver from the Commission (o use
any other kind of resource plan development model for this pupose, in which case the Commission may adopl through
resolution anv and all appropriate requirements 1o ensure reliability of the information and conclusions produced and

presented in the IRP.
. The Capacity Fxpansion Model shall, at a minimum:
i Seck to optimize the present valug of revenue requirements over the planning period;
i, Consider demand-side resources in a competitive framework with supply-side resources;

iii. __Recognize all utility-borne costs associated with the development of new resources;
iv.__Recognize all utility-horne costs, as well a5 avoided costs. associated with the retirement or modiication of

CNLUNG reSourees.
2. Costs + load-serving entity_has incurred or committed prior to the commengement of the planning period
(including, but not limited to. existing plant halances, commirted capital expenditures -based costs) shall not




assels of retirement or maditication of exisling gssets

3. Ihe load-servi \tity shall use the Capacity Expansion Model to develop a comprehensive set of resouree plans to
include a wide varigly of supply-side. energy efficicney. and demund response resources.

4 Supply-side resources shall inglude various options for carly retirement of existing power plants, for refurbishiment
or repowering of existing power plants, and for deferral of new power plants where feasible.

5. Supplyv-side resources shall atso include uny changes in the transmission or ¢ distribution svstems that accompany
gengrption resources or are necessary for the mainlenance of svstem reliabifity.

6. Encrgy ¢fliciency and demand response resources shall include progrs ms with a varicty of different cost levels, in

order Lo gssist in the identification of all cost-cffcetive guergy and demand respond resources.

be assessed in the Capacity Expunsion Model unless they are specifically avoiduble through the procurement of new

7. The load-servipg entity shall incorporate any resource plans reguired by the Commission.

8. The load-serving entity shall provide a comprehensive discussion olany resource plans excluded from consideration
on the hasis of reliability or viability.

9 Each resource plan shall be designed to ensure that the load-serving entity complies with the Clean and Renewable
Encrgv § rd requirements of Article 18 of this Chapter.

b.  Fach of the resource plans resulting from the Resource Plan_Development Modeling shall be subjected to sensitivity
analvses exploring a reasonable rangs of uncertainty in forecast assumptions, The purpose is to examine the robusingss of
resource plans created in the optimization analysis (i.c.. how ¢ fected by chanees in the in mptions). To
that end, the IRP shall include g compilation of the following analyses and plans:

1. Analyses to identifly und ussess errors, risks, and uncertaintics i the following. completed using methods such as
sensitivity analvsis abilistic analysis:

i, Demand forceasts:
it The costs of demand management measures and power supply:
i, The availability of sources of power;
iv. ‘I he cosls of compliance with existing and expected envirpnmental regulations;
v.  Anyanalysis by -serving entitv in anticipation of potenti w or enhanced environmental reg-
ulations:
¥i, Changes in fuel prices and availabilily;
vil, Construction costs, capital costs. and operating costs. and
viii. Othgr factors the load-serving entity wishes to consider;

2. A description and analysis of available means for managing the errors, risks, and uncertainties idenuiticd and anu-
lvzed in subsection (b} 1), such s obtaining additional information, limiting risk gexposure. using incentives. cre-
ating additional options, incorporating flexibility, and participating in regional gencration and transmission projects:
and

3. A plan w mangge the errors. risks. and uncertaintics identificd und analvzed in subsection (b}1).

¢ The load-serving cntity shall select a Preferred Resource Plan from among the resource plans developed and evaluated in the

1. In selevting the Preferred Resonrce Plan, the load=serving entity shall use the minimization of the present value of
revenue reguirements as the primary selection criterion.

2, 'I'he load-serving entity shall also consider other criteria, including but not limited to. system reliability: shorl-
and long-term risk: environments] impacts: transmission needs and implications; distribution needs and im-
plications: financial impacts on the load-serving entities; opportunities 1o site renewable fucililics in commu-

nilies where conventional generation has been retired; and the public interest. Where meeting these needs is
associated with guantifiable costs, these costs shail be included in the culeulation of the present value of rev-

cnue reguirgments.

3. The IRP shall include detailed discussion of each of the above factors in support of its Preferred Resource Pian. The
Joad=serving entity mav opt to choose a plan that is not the lowesl Cost, provided that, in doing so, it presents a de-
tailed description of all the criteria and reasoning used to select the Preferred Resouree Plan that is not the lowest
COSL.

H. _Caveats and Limitations: The IRP shall include an annotated list of key cavears and limitations ol its anulvsis. includine the impact of
uncertainty, the modeling echanism. key regulatory and project exceution gssympiions. und costs. The purpose of this scction i3 1o
illustrate the load-serving entity’s certainty with respect 1o the Preferred Resource Plan,

I.___Work Plan: No more than two (2) vears followinga load-serving entity”s most recently-submitted IRP, the load-serv ing entity shail file
with Docket Control 2 work plan that inciudes:

I___An outline of the contents of the IR]? the load-serving enlity is developing to be filed the following year us reguired under Section
R14-2-705(B);

2. The load-serving entity’s method for assessing potential resources;

3. ‘The sources of the loud-serving entity’s current assumprions and a plan to incorporule [orggusts based on inputs suggested by
stakeholders: and




A outline of how the load-serving entity plans 1o ensure significunt ;@eholdcr engagement, inclyding the timing and extent of
public participation and advisory group mectings the load-serving entity intends 1o hold before Lomg[ﬂ 1g and filing the resource

plan.
G Lheoadosen The load-serving entity must provide for at least four meetings with stakeholders during the IRP development process for
pllowing purposes:
l_mwmwgmlabmmﬂmmmh prioritics, and evaluation criteria;
2. Prior to extensive analysis, to discuss model inpul gssumptions and analysis structure;
3. Post-analysis. lo discuss the results and draw conelusigns about the import of those results; and
4. Aftera lnnaﬂmmwwmwﬂmﬂm actmnw&;
b. [he load-serving entity may ; itional meetings dependi vel of interest from stakeholders.

c.__ Inorder o make these meelmgiwgwmmmfﬁmcmdmw
and assumplions, if necessary under a reasonable ggp-gsglosurt aggeemcm or protectivg order that effectively balances
the public's right t gccess information with the utilite’s & ;gnest in limiting access to conlidentiul business infarmation.
and the utilitics_should be prepared with the appropriale pe d experts to answer guestions. Throughont the
stakeholder engagmw__'mvng entity must, al g migimum:

I Solicit alternative modeling inputs/parameters for 2 lternative modeling runs: and
2. Respond to requested alternatives by either performing the runs or gaplaining why they chose _not @ perform the
reguested runs.

d. Following cach meeting. the load-serving entity shall provide meetings minutes, or if possible a recording, for future

«.tc;gngg by stukeholders and 1o ensure that the wtility hus future access to all relevant informution or concerns raised
ungg the nn gglmg; Such minntes or recording nust provide enough information to make clear who (either which in-
divi r organization an during a mecting,

e ‘The work plun shall describe and demonstrate that the stakeholder engagement process has been satisfied and will con-

 tinue to be met ummgllqut the IRP process:
J. Agmn Plan: With its IRP, a loud-serving gmm sha“ incinde an action plan, based on the results of the resource planning process.
.___The purpose of the action plan is to speci mentation actions that need { uring the first five vears of the
planning period gs @ result of the Preferred Resource Plan, The action plan is not intended {0 repluce or modify additional resource
certification processes required by statute or other Commission rules und orders.
2. The action plan shail include, gt 8 minimum:

a. Details on the intent and specific markers required to meet the loud-sc rving entity’s specific needs over the first five vears
01 the planning period.

The action plan shall ideptify the specific needs 1o he satisfied, but it mus! be technology neutral. locat ion peutral,
and size neutral,

2. The purposc of the acli - P consideration of demand-side resources

an equal footing as s gmgh side ones and must not 1 he limited shable™ resources.

b A summary of actions on treatment of existing resources or fiiture resource agguisitions that the load-serving cntity
ligves may satisty its defined future needs bused on the Preferred Resonrce Plan. This should include a table of key ac-
tions in the first five vears after acknowledument of the IRP mcludmg ar a minimum. L.\p_c(.lgd procurement processes

for supplv-side resources and energy efficiency, permitling rcguuremems, construction activitics. required studies. and

other significant events. Although such summary and table sh e load-serving entity’s sugoestions for specific
actions, the load-serving entity sl its selection of s specific rcwgg&, on the results of an all-source REP 1o satis(y
the needs identificd in subsection [a: above.

1. ‘Theaction plan shall cover intended acquisitions of deman ; 1smission, distribution. and/or fuel
infrastructure resources: relirements and/or retrofits of existin g generaling resourees; entrance into, renegotiation or
cessation of power nun.hg agreements: and any other resource commitments.

For each action identified in the getion plun. the IRP shall specify and provide:

i i The expected calendar year und guarter in which the action will be commenced;
il The expected calendar vear and guarter ip which the action will be completed:
m._l,ss_unn_cg_s_o_{p_cr_n‘lils and other mgulalog actions WUiat are required in order for the action to tuke place:
For anv maior expected resource acquisilions, relirements, retrofits, or power purchase agreements, the
action plan shall provide information on the cost of the option chosen and the plan for financing that op-

tlon'

i

Vi, An other i ion required by the Commission throu
3. The action_plan shali cover the five-vear Bnod following the Commission’s acknuw!gdgmgm ;gj Lhc resource plan. Any given
action plan will remain in effect until 3 new action plan is approved as part of a subsequent IRP pro seeeding or until the Commission
states otherwise.
4. The IRP shall pmvxde a status update on the implementation of the action plan in effeet ut the time of the filing of the [RP (or the
most recent action plan, if gJ_me filing of a proposed IRP occurs after the expiration of anv previous action plan). This status update
shall include the followi
a. An_itemized lis sleme rior IR action plan;
h A deseription of oLy iy’ ken to execute each action item:




e Any changes to date in the timeframe of expected commencement and completion. permitting or regulatory requirements,

or removal gl the gg;:gn item based on intervening events;
n‘ Anv e ngineering, or construction processes of major projects already in progress: and
A dugnnhgn ol the cuuse g[ ,mv Lhmg_es to the prmr IRP action plan.
8 3 ‘i h umemannn of the avoided cost calculation, An gvoided cost
tion must reflect timing factors specific 1o the
gsourcc _under conqderannn such as m'u..l leL and s shall include, hut is not limited to. the
ollowing:
a The avol : ing cupacity cost adjusted for transmission and distribution losses und the reserve margin require-
ment;
b. The avoided transmission capacity cost:
[ The avoided distribution capacity cost; and
g_lmdﬂmx_g_qo_st_mcludmg tuel, plant operation and maintenance, spinning reserve, emission allowances, and
trunsmission and distribution operation and maintenance.
R14-2-7047, Commission Review and Acknowledgement of Load-serving Entity Integrated Resource Plans
A. |RP Preﬂmg Prmﬁmmwm%emm D <
o o P 3. '“es m o
_I_._ _Atlea - is “ommission may schedule one or more tcchmca contcrcnccs to galhgr information
regarding the methodology and contents contemplated l_)v the load-serving entity for its new IRP proposal.

a In scheduling these technical conferen ission may require a load-serving entity to provide specific infor-

mation rQaLdmg the development of the proposed IR,
Ih;, g pmmls mgn will set forth, in jts orders scheduling the technical conferences, the process for the orderly presentation

ualily of viils 3 ion prov:ded These prooccdmgs will also p pmvldc an gmnunm f0|; lhs load-serving

entity 1o scek clAnf' cations from the liance with the requirements sct forth in this
chul tion.
d. The Commission may require 2 load-serving entity o included in the IRP that are
not spemﬁcallv set forth in these rules,
l mn assum nons on cost of particular resources. conduct an all-source Reguest for Infor-

i i : rev, capacity. and grid services from market purticipants.
a, ‘The rest ultmg mg,s ahﬂl !Qﬂ]] 'y g.glmn, 5;1 kniown new resource options with appropriate pricing and availability that shall
be used to_inform assumptions and the evaluation of reso HIE.\ m],mn ﬂ]g IRP.
a.b. _ The RFI shall identify the specific needs to be satisfied wlo
neutral. The RF1 shall consider demand-side resources
"dispatchable” resources.
B. Review by Staff By -
planm :

I location neutral. and size
and shall not be limited to

ing d load-semdpaeptin i resaurce
shall-order an acknowledgment-ofa
ha the resource plan. as-amendedH

F able-aad in the public

L. W nhln thrcc ﬂ) mnmhw ot the \lthmmn ot a prchmmarv IRI’ Stnff \hnll hlg a rv.mon UWWM
regarding its statewide rcwcu and assessments of the load-serving entity’s [RI.
1 a Joud-serving entity’s submission does not r:omam sulhcmu mtormanon o allow \mﬁ to anal}n th(, submission fullg for
compliance with this Article, Statt shall i sed in the

load-serving entity’s analyses.




3, Staff may request that a_load-serving entity complete additional analvses 10 mmm specified components of the load-serving

&nm 's submissions and may request a technical conference with the lvad-servi ¢ 10 gather information regarding the
methodplogy und contents contemplated by the utility so that the Commission can asscss the guality and robustness of the uttlity’s
analysis.

[ 84 Bgng !21 Commission: &o—@emwen—mav hold-a-heam-(ﬁmdcshop—iesafdmg a load-servira-enttv-s—resouree-plan. I the
M&ﬂ%{m
ender-mgudmg-uhewkéﬁnm undeern—(-B-)- X‘MBZMMM&O' a preliminary IRP, the Commission shall issue

an order making the following specific findings:
Completion: The Connnission shall determine w uale as an informational doq.um;,m to ullow full and robust
review by s ,m,g!.glggn and the ACC _and to fag!hm; cons |§ggguon of the load-serving entity's resource aiternatives. If a
Toad-serving entity’s submission does not contain sufficient inform ation to allow Sraff 10 analyze the \ubnumgp fgl[\ for com-
pliance with this Arlicle, Staff or the Commission shall request additionul information from the load-servin ing the
data used in the load-serving entity's analvses. A dete rmination_of compleieness or sufficiency as an informati onal d(x.umgm shall

not be constrised as a ruling on the substance of the IRP.

Acknow !gggemen : The Commission shall issue an order acknowledging, rejecting, or modifyin ad-serving entity’s [RI” in
whole or in purt. The Commission will acknowledge components s of the IRP if the Commission determines that the [BE, as amended

if applicable, complies with the requirements of this Article and that (hg load-serving entity’s IRP is reasonal bk, and in the public

in ‘.n.*sg based on the information available to the Commission e and considering the followin
a.___The IRP sufficicntly analvzed the components provided under Section R14-2-7 QQ,
b The total cost of clectric energy services (the IRP should provide least-cost service);

P c.  The degree to which the factors that affect demand, including demand management, have ng taken into account;

The deerec to which the [RP will minimize, to the extent practicable, adverse socioeconomic and environmental effects:
¢.  The degree 10 which the IRP will enhance the utility’s ability 1o respond fnancial, social. and technological changes
affecting its aperations:
£ The degree to which supply ill!smﬂl gs. such as sclf generation, have been taken inte geeount,

2. Uncertainty in demand and supply analvses, forecasts. and plans, and whether plans are sulliciently flexible to enable the
load-serving entity 10 respond to unforescen ghmmg i supply and demand factors:

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

__The reliubility of the transmission grid:

| I'he depree to which the [RP will limit the risk of adverse effeets ilitv and its customers from factors outside of
the utiliy's conol;

k. The environmental impacts of resoyrce choices and alternatives:

L The degree to which the load-serving enlily considered all relevant resources, risks. and uncertainlies;

m, The degree to which the load-serving entity’s plan for future resources is in the best interest of its customers: and
n. [he q;gm 1o W mh thc Ioad-senmo entity’s IRP allows for goordinuted efforts with other load-serving entitics.
3. A load-serving ¢ ; ion approval of specitic resource plunning getions.

D. Prncednre Before the Qmmm on While-no-parteniartitureratomalng-eatmen—s-imphed by or- shitt-he—interred et
Commission saekrowledgment—the-Commission-shal—consideraoad-serrhg—entiys—iing—made- under RH4-2-703when—the
Gemmmmwﬂerfeﬂnmefme k)ad«nmg«mmmﬁfﬂoﬁwd-o&ewm«dmge
1. Hearing: The Commission may hold a hearing or workshop regarding 4 load-serving entity’s lRP 1f the Commission holds such 4

hearing or workshop, the Commission may extend the deadline for the Commission 1o issu r rding acknowledgment
under subscetion (C). Any public ngg;mg shall be on the record and a transeript shall be made uublu.h available for future reference

hy stakeholders and the load-serving entity.
2. Discov ery: The Commission shall i ; coverv by interested stakeholders during the prefiling process. afier an IRP

is filed, and during the hearing in orde ] interested persons in nww
fesource plan. including, but not limited to. the rcgggnub]gngg and prudence of the plan and alternatives to the plan raised by in-
tervening parties. Data protected by a protective order shall not be s gpmmﬂ to_Docket Control and will not be open Lo public
inspection or ptherwise made public except upon an order of the Commussion entered afler w ritten notice 1o the load-serving entity.
Interesied stakehollers shall have the opportunity to agree to_reasonable terms of a profeclive order in order 1o 2ain access 10
protected information,

3. Confidentiality and Protective Orders: {2 load-serving entity belicves that a data-reporting requirement may. in disclosure
of confidential business data or confidential electricily infrastructure information. the load-serving entity may wubmlt o Stall'a
request that the data_be submitied to Stall’ under  protective order, which request shall include an explanation, Justifving the con-
fidential treatment of the daty,

4. _ Supplemental Information: A Joad-serving entity or interesied party may iss s
and supporting data periaining 1o environme ntal impacts associated with the generation or dchwg ol ngm; ity which mav in-
clnde monetized estimates ol eny. mrmygn;gl impacts that are not included as costs for compliance. V. g]us; or [,g,;gn tgr oomphanoc
costs. environmental impucls, or monetization of environmental impacts may be developed and review g

other proceedings or stakcholder workshops, Similarly, if comments from interested stakcholders indicate additional information is
appropriate. Stall or the Commission mav request such information from the load-serving entity.

5. Effect of Commission Acknowledgment: W hll! 1L 5; parti gglar futum ratemaking treatment is implicd by or shall rom

the Commission’s acknowledgment. the Commission shall ¢ /i 's filings made under R14- 2-706 when the

Commission evaluates the performance of the load-serving entity in ;uhzsﬂusn.! rate cases and other proceedings Although decisions
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reparding whether o gllow a utility 1o recover_from its cusiomers the costs associated with new resources may only be made in a rale
case proceeding, acknowledpment of an IRP is refevant to subscguent examination of whether a utility 8 resouree investment is pradent
and should be recovered from ratepavers, Just as acknowledgement docs nol guuraniee favorable ratemaking, a decision lo not
acknowledge an action item does not constitule g preliminary determination of impudenve, The Commission can nevertheless consider
whether a Jopd-serving entity has proceeded wilh an expenditure that has either heen expressly rejected or otherwise not | acknow ledged
by the Commission when evaluating the performance of the lpgd-serving entity in a subscquent rale casc,

E.  Aldoad-servino-entiv-may-seek-Commission-appreval-ofspeeifie-resource-planning actions-

F— A kmdﬂ%ﬁmwm&wmmdnmmﬂg&wmpw changes—in-conditions-er-assemptions necessiatea
material chancein-thedoud-servingentity’s ph y Nirespures-pran-is-due 1o be filed-

R14-2-708. Update, Amendment, or Review to an Acknowledged IRP
A load-serving entitv may file an amendment {0 an acknowledged IRP if changes in conditions of assumptions necessitate a material chunge
in the loud-serving entity’s plan before the next IRP is 1o be filed. As soon as the load-serving entitv anticipates a significant deviation
from its acknowledged [RP, it must file an update / amendmen) with the Commission unless the load-serving eotity is within six_months of
filing its next IRP. 'This filing must meet the requirements sct forth in Sectivn R14-2-706 of this rule.
A._Reasons that might warrant a load-serving entity to consider proposing an updale / amendment include. but are not limited (0:
1.1t anticipates sybmitting an application_for a certificate to construct, purchase. or otherwise geguire a long-term supply=side or
demand-side resource that was not previously i as part of the current acknowledged IRP:
2. It anticipates the need to undertake a procurement process fory demand-side or supply-side resource that was not included as part of
the current acknowledged TRP;
3. Itexpeets to make a Major Change to the IRP or the Action Plan before the filing of the next IRP proposal.

B.__ Notwithstunding paragraph (A), the Commission shall huve the authority 1o require a load-scrving entity lo Gle an update, amendment,
or review o the seknowledged TRP, should it determine thai conditions warrant such action.

v reguests Commission acknowledgement of proposed changes to the action plan contained in its acknowledged

C. Ifthe load-scrving g1

1. The load-serving entity must file its proposed changes with the Commission and present the results of its proposed changes to the
Commission at a public megting prior to the deadline for written blic ¢o: . and
2. Commission siaft and parties must file uny comments and recommendations with the Commission and present such comments and

recommendations 1o _the Commission ul g public meeting within six months of the load-serving entitv's filing of its request [or
ucknowledgement of proposed changes: and
3. Ihe Comission mav provide direction to an energy ulilily regarding any additional analyscs or actions that the utility should
undertake in its next IRP.
D. The fiting of an IRP update does not relieve a load-servi

igation to file a new, complete IRP every three {3) vears.

R14-2-7095, Procurement

A. Except as provided in subsection (B), a loud-serving entity may use the following procurement methods for the wholesale acquisition of
energy, capacity, and physical power hedge transactions:

Purchase through a third-party online trading system:

Purchase from a third-party independent energy broker:

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

Rilateral contract wirh a non-affiliated entity:

Rilateral contract with an affiliated cntity, provided that non-affiliated entities were provided notice and an opportunity to compete

against the affiliated entity’s proposal hefore the transaction was executed; and

6. Any other competitive procurement process approved by the Commission.

Aok taniboiee

B. _Any RFP shall seek to satisfv a load-serving entity’s basic needs, as defined in the action plan, rather than de fine a specitic technology or
source. As such, an RFP shall be lechnology neutral, location neutral (any unit that can deliver ¢ ‘capacity into the particular zone

even if not lacated there should be permitied to compete). except that preference shall be given 10 renews sources sited in come
munities where conventional gencration has been retired, and size neutrai, The RIP shall consider demand-s ide resources one equal

footing as supply-side ones and shall not be limitel w "disputchable” resources.
BC. A load-serving entity shall use an RFP process as ils primary acquisition process for the wholesale acquisition of energy and capacity.
unless one of the following exceptions applies:
1. The load-serving entity is experiencing an emergency:
2. The load-serving entity needs to make a short-term acquisition to maintain system reliability;
3. The load-serving entity nceds to acquire other components of energy procurement. such as fuel, fucl transportation, and transmis-
sion projects;
4, The load-serving entity’s planning horizon is two years or lcss:
The transaction presents the load-serving entity a genuine, unanticipated opportunity (o acquire a power supply resource at a clear
and significant discount, compared to the cost of acquiring new generating facilitics. and will provide unique 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 Energy Standard rules; or
7. The transaction is necessary for the load-scrving entity's demand-side munagement or demand response programs.
A load-serving entity shall engage an independent monitor Lo oversee all RFP processes for procurement of new resources.

b

c




R14-2-70610. Independent Monitor Selection and Responsibilities

A,
B.

C.

©

HO Mmoo

J.

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 us independent monitor for the RFP process.

After consulting with Staff, a load-serving 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 filc with Docket Control, within 30 days after a vendor list is filed with Docket Control, any objection that the
interested person may have to a candidate’s inclusion on a vendor list.

Within 60 days after a vendor list is filed with Docket Control, Staff shall issue a notice identifying cach candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. In muking its determination,
StalT 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 subscctions (A) and (B) to comply with a particular Commission
Decision is deemed to have complied with subsections (A) and (B) and is not required to repeat those actions,

A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP processes any of the
candidates identified in Staff’s notice.

A load-serving entity shall file with Docket Control 4 written notice of its retention of an independent monitor.

A loud-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 o allow the cost 1o be recovered through customer rates.

One week prior to the deadline for submitting bids, a load-serving entity shall provide the independent monitar a copy of any bid pro-
posal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity’s
bid proposal and any benchmark or reference cost so that they are inaccessible to any bidder, the load-serving entity, and any entity
affiliated with the load-serving entity.

The independent monitor and load-serving entity must provide un epportunity for public review of a summary of cach project propusal

and for public comment on proposed bid ranking.

4. Upon Stafl™s request, the independent menitor shall provide status reports to Staff throughout the RFP process.
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R14-2-1801, Definitions . o
14, “Affected Utility” means a public service corporation serving retail electric load in Arizona, but excluding any Utility

Distribution Company with more than half of its customers localed outside of Arizona.

2B. “Annual Renewable Energy Requirement™ means the portion of an Affected Utility’s annual retail clectricity sales that must

% X

come from Eligible Renewable Energy Resources.
“Arizona Dedicated Generation™ means the encrgy G ner twn adjusted as follows:

a. _If that generation produces more ener. oad, then Arizona Dedicated

N
Generation_is the sum _of all renewable energy from Dedicated Generation, nlu\ the energy {rom the remaining

Dedicated Generation nrommonalul\ reduced b\ mulnplwnh the energy pmduc;d tmm | cach q«.mmmr Limes Lhc [glls

megawart-hours produced fmm the remaining (non-renew edical jen luuon

b. If thar generation_produces less energy in g vear than the Allv.ulod ULility’s Arizona Loud power Dur&hax\ by thc
Affecied Litility that are not Dedicated Generation, but are needed (o meel the Allected Utilite” J
the applicable mlendqr year. shall be considered Dedicated Generation with an emission rale ¢
Pawer Rare

“Arizona Load” means the megawatt-hours of electricity during a_year thar an Atfected Utility sells to its Arizona retail

e

customers. plus line losses. minus load that has Renewable Energy Resources dedicated to serve a particular customer,
rovided thal the particulur customer retains the Renewable Energy Credits or the Renewabfe Energv Credits are retired on
their behalf by the Affected Utility as a part of a voluntary program, producl, or sales, and are not used for compliance with
any law or regulation in any jurisdiction.

“Base period emissions™ means the average annual metric tons of carbon-dioxide that the Affected Utility emitted into the

atmosphere from its Arizona Dedicated (u,m.ra!mn during a consecutive three-calendar-vear period ol 2016 to ’()18
"Clean Energy Credit.” or "CEC™ means an instrument. in a physical or electronic format ¢ '

represents. for everv gigawatt-hour produced by /\n/ond Dvdu.ulcd (n:ngl uuuu in o ves
emissions less than one thousand. For any y .  Credils ass
with its electricity production, emissions of less than one-thousand metric tons per gigawart-hour will only be recognized in
the buse period emissions determination. and in the award ot Clean Encray ( redits during a compliance period. if’ the
Renewable Energy Credit associated with that i <  will be v {he Affected Utidity, and has not and




will not be retired for valuntary renewable gnergy sales or programs. The emission rate for enerey from Rencwable Energy
Resourees without Renewahle Encray Crediis that meet this requirement shail cuual the wpplicable Unspecified Power
Emission Rate.

7. “Clean I'nergy Resource” mieuils gn energy resource that operates with zero net Emissions

“Commission” means the Arizona Corporation Commission.

9, “Community Distributed Generation™ means a rencwablc . pencration facility that is located in the service territory of an
Affected Utility where the beneficial use of the electricity generated by the facility is attributed 10 the subscribers. There
shall he at least ten subscribers and the facility shall have a capacity of no more than 10 MW_ The owner of the community
disteibuted generation facility_may be the Affected Utility or any other for-profit_or non-profil_entity or organization.
weluding a subscriber organization that contructs 10 sell the output from the community distributed generation facility 1o the
Allegied Utifity,

10¢,"Convenlional Energy Resource™ means an energy resource that is non-renewable in nature, such as natural gas, coal, oil,
and uranium, or electricity that is produced with energy resources that arc not Renewable Energy Resources.

11D, Customer Self-Directed Renewable Energy Option™ means a Commission-approved program under which an Eligible
Customer may self-dircct the use of its allocation of funds collected pursuant to an Affected Utility's Tarifl.

12. “Dedicated Generation™ means eleciric énerpy production capucily that is assigned to the Afiected Utility for Arizona
ratemaking purposes. and that is ither owned by the Affected Utility or a corporate a ffiliate. or committed to the Alfected
Utilitv or a corporate affiliate pursuant lo un agreement of five years or longer that specifics the particular_generation
resource from which the energy comes. less anv such capacity sold by the Affected Utility pursuant to an agrecment of five
vears or longer that specilies the particular generation resource from which the epergy comes. and less any rencwable
energy capacity commined to a particular customer or 4 voluntary renewable energy purchasc program,

13E,“Distributed Generation™ means clectric generation sited at a customer premises, providing clectric energy to the customer
load on that site or providing wholcsale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distrihution substation service arcus. The generator size and transmission needs shall be such that
the plant or associated transmission lines do not require a Certificate of Environmental Compatibility from the Corporation
Commission.

148, “Distributed Renewable Energy Requirement” means a portion of the relail kilowatt-hours sold by an Affected Annues
Repewable lnesarRoguirement-thal must be met with productionRenewable-tinerss-Credits derived from resources that

g

qualify as Distributed Renewable Energy Resources pursuant to R14-2-18052(13).

156G, “Distributed Solar Electric Generator” means electric generation sited at a customer premiscs. providing clectric energy
from solar electric resources to the customer load on that site vr providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contiguous distribution substation service areas. The generator size
and transmission needs shall be such that the plant or associared transmission lines do not require a Certificate of
Environmental Compatibility from the Corporation Commission.

1G6H. “Eligible Customer™ means an entity that pays Tariff funds of at least $25.000 annually for any number of related
accounts or services within an Affected Utility's service area.

17. “Emissions™ means carbon-dioxide {CC02) emitled into e atmosphere.

F—=Eatea-Credit Multiplier” means-a-way-te-increas :
Frergy-Resources-in order to encourag it

18. “Gigawatt-hour” meuns one thousand megawatt-hours or ong miliion kilowait-hours.

194. “Green Pricing” means a rate option in which a customer elects to pay a tarilfed rate premium for electricity derived from
Eligible Renewable Energy Resources.

20K,  “Market Cost of Comparable Conventional Generation” means the Affected Utility’s energy and capacity cost of
producing or procuring the incremental cleetricity that would be avoided by the resources used W meel the Annual
Renewable Energy Requirement, taking into account hourly, scasonal, and long-term supply and demand circumstances.
Avoided costs include any avoided transmission and distribution costs und any avoided environmental compliance costs.

214.“Net Billing” means a system of billing a customer who installs an Eligible Rencwable Energy Resource generator on the
customer’s premiscs for retail electricity purchased at retail rates while crediting the customer’s bill for any customer-
generated electricity sold to the Affected Utility at avoided cost.

228, “Net Metering” means a system of metering electricity by which the Affected Utility credits the customer at the full
retail rate for each kilowan-hour of clectricity produced by an Eligible Renewable Energy Resource system installed on the
customer-generator’s side of the electric meter, up to the total amount of electricity used by that customer during an
annualized period, and which compensates the customer-gencrator at the end of the annualized period for any excess credits
al a rate equal to the Affected Utility's avoided cost of wholesale power, The Affected Utility does not charge the customer-
generator any additional fees or charges or impos¢e any ¢quipment or other requirements unless the same is imposed on
customers in the same rate class that the customer-generator would qualify for if the customer-gencrator did not have
generation equipment.

23N, “Renewable Energy Credit™ means the unit created to track kWh derived from an Eligible Renewable Energy Resource or
kWh equivalent of Conventional Energy Resources displaced by Distributed Renewable Energy Resources.

240. “Renewable Energy Resource™ means an energy resource that is replaced rapidly by a natural, ongoing process and that
is not nuclear or fossil fucl.




Renewable Energy Resources and that are delivered to Arizona customers to meet the Annual Renewable Energy
Reguirements.
5. “Fuel Cells that Use Only Renewable Fuels™ are fuel cell clectricity generators that operate on renewable fuels, such as
hydrogen created from water by Eligible Renewable Energy Resources. Hydrogen created from non-Renewable Energy
Resources, such as natural gas or petroleum products, is not a renewable fucl.
“Geothermal Generaror™ is an clectricity generator that uses heat from within the carth’s surface o produce electricity.
“Hybrid Wind and Solar Illectric Generator™ is a system in which a Wind Generator and a solar clectric generator are
combined to provide electricity.
8. “Landfill Gas Generator” is an clectricity generator that uses methane gas obtained from landfills to produce clectricity.
9. “New Hydropower Generator of 10 MW or Less™ is a generaror, installed aller Junuary 1. 2006, that produces 10 MW
or less and is either:
a. A low-head, micro hydro run-of-the-river svstem that does not require any new damming of the flow of the
siream; or
b.  An existing dam that adds power generation equipment without requiring a new dam, diversion struciures, or a
change in water flow that will adversely impaet [ish, wildlife, or water quality: or
¢.  Generation using canals or other irrigation systems.
10. “Solar Electricity Resources” use sunlight to produce electricity by either photovoltaic devices or solar thermal electric

=L

resources.
I1. “Wind Generator” is 2 mechanical device that is driven by wind to produce electricity.
“Distributed Renewable Energy Resources™ are Connnunity Distributed Generation as defined in seetion R14-2-1801(9) or

applications of the following defined technologies that are located at a customer’s premiscs and that displace Conventional

Fnergy Resources that would otherwise be used to provide electricity 1o Arizona customers:

1. “Biogas Electricity Generator.” “Biomass Electricity Generator,” “Geothermal Generator,” “Fuel Cells that Use Only

Renewable Fuels.” “New Hydropower Generator of 10 MW or Less.” or “Solar Electricity Resources,” as each of those

terms is defined in subsections (A) 1), (A}2). (A)S). (A)6). (AN9), and (A)(10).

“Biomass Thermal Systems™ and “Biogas Thermal Systems™ are systems which use fuels as defined in subscctions

(A)1) and (AN2) to produce thermal energy and that comply with Environmental Protection Agency Certification

Programs or are permitted by state, county, or local air quality authoritics. For purposes of this definition “Biomass

Thermal Systems™ and “Biogas Thermal Systems™ do not include biomass and wood stoves. fumaces, and fireplaces.

“Commercial Solar Pool Heaters” are devices that use solar energy to heat commercial or municipal swimming pools.

4, “Geothermal Space Heating and Process Healing Systems™ are systems that use heat from within the carth’s surface for
space heating or for process heating.

5. “Renewable Combined Heat and Power System™ is a Distributed Generation system, fueled by an Fligible Rencwable
Energy Resource, that produces both electricity and useful renewable process heat. Both the electricity and renewable
process heat may be used to meet the Distributed Renewable Energy Requirement.

6. “Solar Dayvlighting” is the non-residential application of a device specifically designed (o capture and redirect the

visible portion of the solar beam, while controlling the infrared portion, for usc in illuminating interior building spaces

in lieu of artificial lighting.

“Solar Heating. Ventilation, and Air Conditioning” ("HVAC™) is the combination of Solar Space Cooling and Solar

Space Heating as part of ong system.

8. “Solar Industrial Process Heating and Cooling” is the use of solar thermal cnergy for industrial or commercial
manufacturing or processing applications.

9. “Solar Space Cooling” is a technology that uses solar thermal energy absent the generation of clectricity to drive a
refrigeration machine that provides for space cooling in a building.

10. “Solar Space Heating” is a method whereby a mechanical system is used Lo collect solar energy to provide space
heating for buildings.

11. “Solar Water Heater” is a device that uses solar energy rather than electricity or fossil fucl to heat water for residential,
commercial, or industrial purposes,

12, “Wind Generator of 1 MW or Less™ is @ mechanical device, with an output of 1 MW or less, that is driven by wind w
produce electricity.

Except as provided in subsection (A)(4). Eligible Renewable Energy Resources shall not include facilities installed before

January 1, 1997.

The Commission may adopt pilot programs in which additional technologies are established as Eligible Rencwable Energy

Resources_or Disuribued Repeweble BEpcigy Rosources. Any such additional technologics shall be Rencwable Encrgy

Resources that produce eleetricity, replace electricity generated by Conventional Energy Resources, or replace the use of

fossil fuels with Rencwable Encrgy Resources. Engigy storage technology that facilitates the integration ot Renewable

Enerey Resources shall he eligible for these pilol programs. Energy conservation products, energy management products.

energy efficiency products, or products that use non-renewable fucls shall not be eligible for these pilot programs.

L]
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R14-2-18043, Renewable Energy Credits

A

One Renewable Enerey Credit shall he created for each kWh derived from an Eligible Renewable Energy Resource.



For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for each 3,415 British Thermal
Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating und Cooling System. Solar
Space Cooling System, Biomass Thermal System, Biogas Thermal System, or a Solar Space Heating System.

An Affected Utility may transfer Renewable Encrgy Credits to another party and may acquire Renewable Energy Credits
from another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from
which it was derived unless specifically transferred.

All transfers of Renewable Encrgy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of R14-2-18032.

Any contract by an Affected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transter of rights concerning both energy and Renewable Energy Credits.

Except in the case of Distributed Renewable Energy Resources, Affected Utilities must demonstrate the delivery ol energy
from Fligible Rencwable Energy Resources to their retail consumers such as by providing proof that the necessury
transmission rights were reserved and utilized to deliver energy from Eligible Renewable Energy Resources to the Affected
Utility's system, if rransmission is required, or that the appropriate control arca operutors scheduled the energy from Eligible
Renewable Energy Resources for delivery to the Affected Utility's system.

R14-2-18054. Annual Renewable Energy Requirement

Al

In order to ensure reliable electric service at reasonable rates. each Affccted Utility shall be required to satisty an Annual
Renewable Energy Requirement hy obtaining Renewable Energy Credits from Eligible Renewable Energy Resources.

B. An Affected Utility’s Annual Renewable Energy Requirement shall be calculated each calendar year by applying the
following applicable annual percentage to the retail kWh sold by the Aftected Utility during that calendar year:

2006 1.23%

2007 1.50%

2008 1.75%

2009 2.00%

2010 2.50%

2011 3.00%

2012 3.50%

2013 4.00%

2014 4.50%

2013 5.00%

2016 6.00%

2017 7.00%

2018 8.00%

2019 9.00%

2020 120.00%

2021 141,00%

2022 16:2.00%

2023 2043 (0%

2024 2434.00%

After 2024 | 2845.00%

2025

2025 28 00%

2026 32 00%

2027 36.00%

2028 10 00%

2029 45.00%

2030 and 50.00%

afler
The annual increuse in the annual percentage for each Affected Utility will be pro ruted for the first year based on when the
Affected Utility’s funding mechanism is approved.

€. An Affected Utility may use Renewable Energy Credits acquired in any vear o meet its Annual Rencewable Energy

Requirement,



D. Once a Renewable Energy Credit is used by any Affected Utility to satisfy these requirements, the credit is retired and
cannot he subsequently used to satisfy these rules or any other regulatory requircment.

E. 1If an Affected Utility trades or sells environmental pollution reduction credits or any other environmental attributes
associated with kWh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable
Encrgy Credits derived from that same kWh to satisfy Lhe requirements of these rules.

cent of -an—-Adffected Lt s-Annua-RenewableEnergy-Requirement-may—he-met-with-Renewuble
b-nevpv—(—neér&-—deme&purcuam 1o R14-2-180%

FG. An Affected Utility may ask the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Fligible Rencwable Encrgy Resources,

R14-2-180065, Distributed Renewable Energy Requirement

A. In order to improve system reliability, cach Affected Ut:ln) shall be required to satisty a Distributed Renewable Energy
Requirement by obtaining Renewable-linesmeCreditsmeusuring production from Distributed Renewahle Encrgy Resources,

B. An Affected Utility’s Distributed Renewable Energy Requm.mcnl shall be calculated each calcndar vear by applying the
following applicabic annual percentage to the Affect retail kWhs sold by

the Affected Litility during that calendar vear, with the gggmon ot measured production tro_m_l)lsmbutgd Renewable Encrg
Resvurces that is pmduu,d_ and consumed behind the meter:
202067 4.05%
202168 1.63H%
202209 5.2+5%
202340 5.826%
202444 6.425%
2025A %0204 7.030%
2026 1.6%
2027 8.2%
R #1 8.8%
2029 9.4%
2030 el 10.0%
Freunnual-ncrease in the amm&wnmg&km%ﬂﬂ%ﬁwwdmg Fated Tor the-Hesveas based wa-wier-ie
Aeeted- Uttty 5 funding mechanis :
C. Production from Distributed Rgne\nhle Lneray KC‘\OUKLb mll bc measured {or Lomgh'amr with thm r;gum;m,m hm';g pn
dedicated production meters installed by the Aflcc customer's
Rt boray er};m@m;mwwmm-&mmw& Enerey -RWM—MM@
Bnerg»—éﬁedou-ru&d by- s -is vetired.

ation musz ha\c a nameplate capacity of

D. n,tnbutq.ﬂ Es‘[lgt\gb]t Energ\ Rcmunr\ that arg nm( ommunity
S > uzrcmcmo‘\-n—-ﬁrnee&ed

counted toward compliance with_the I)Nnhuu

remaining

E. An Affected Utility may saust} no more than l0 pereent of its annual Distributed Renewable Energy Requirement from
Community Distributed Generation owned hy_the Affected LA:I;!\MH—#M@Q»—Q&»WM—M—M&&M
Renewable Emv%wm%mmmwﬂ%wm—yﬂmeﬁﬂiﬁwu electrieity
This—Whelesale- Distributed—Generation—Component—shaH—gtiah—or—the—non-residential pomen—ot—l-he—m
Renewnble-Energy-Requirement.
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considered-ed-os
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R14-2-18078. Tariff

A. Within 60 days of the cffeetive date of these rules, euch Affected Utility shall file with the Commission 2 Tariff in
substantially the same form as the Sample TarilT sct forth in these rules thet proposes methods for recovering the reasonable
and prudent costs of complying with these rules. The specific amounts in the Sample Tariff are for illustrative purposes only
and Affected Utilities may submit, with proper support, Tariff filings with alternative surcharge amounts.

B. The Affected Utility’s Tariff filing shall provide the following information:

1. Financial information and supporting data sufficient to allow the Commission to determine the Affected Utility’s fair
value for purposes of evaluating the Aflected Utility's proposed Tariff. Information submitted in the format of the
Annual Report required under R14-2-212(G)(4) will be the minimum information necessary for filing a Tarift
application but Commission Stafl may rzquest additional information depending upon the type of Tariff filing that is
submitted;

2. A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Aflected Utility’s
reasonable and prudent costs of complying with these rules:

3. Data to support the level of costs that the Aftected Utility contends will be incurred in order to comply with these rules:

4, Data to demonstrate that the Affected Utility's proposed Tariff is designed to recover only the costs in excess of the
Market Cost of Comparable Conventional Generarion: and

5. Any other information that the Commission believes will he relevant to the Commission's consideration of the Tarifl
filing.

C. The Commission will approve, modify, ar deny a Tariff proposed pursuant to subscction (A) within 180 days alter the Tarifl
has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause, The
Affected Utility's Annval Renewable Energy Requirement, as set forth in R14-2-18054(13), and Distributed Renewable
Energy Requirement, as set forth in R14-2-18065(B), will be effective upon Commission approval of the Tarift filed
pursuant to this Section.



D. If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy
Requirements. the Affected Utility may file a request to reset its adjustor mechanism in licu of a Tariff pursuant to
subsection (A). The Affected Utility’s filing shall provide all the information required by subscction (B). except that it may
omit information specifically related to the fair value determination. The Affected Utility’s Annual Renewable Energy
Requirement, as sct forth in R14-2-18054B). and Distributed Renewable Energy Requirement. as set forth in R14-2-
18063(B), will be effective upon Commission approval of the adjustor mechanism rate filed pursuant to this Section.

E. An Affected Utility may file a rate case pursuant to R14-2-103 in licu of a Tariff pursuant to subsection (A). The Affected

Utility"s filing shall provide all information required by subsection (B).

For Eligible Renewable Encrav Resources aequired by an Affected Utility after January 1. 2020, the Affected Utility shall

recover the costs of those Eligible Renewable Energy Resources by the same method as the Affected Utility recovers its

costs for Conventional Encrgy Resources.

R14-2-18089, Customer Self-Directed Renewable Energy Option

A. By January 1, 2007, each Affected Utility shall file with Docket Control a Tariff by which an Eligible Customer may apply
to an Affected Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Custemer pursuant Lo this Tari[T may not exeeed the amount annually paid by the Eligible Customer pursuant to the
Alfected Utility's Tariff.

B. An Eligible Customer seeking to participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at Ieast half of the funding necessary 1o Lomplele lhc pro_|ccl dcscnbed in its apphcauon

C. All Renewsble Energy chdxts da.nv«.d trom thc. proy..cL o S -mh Multipliers; shall belang to
the Alfected Utilitv-app T - ¥ ¢ )

R14-2-18109. Uniform Credit Purchase Program

A. The Director of the Utilities Division shall establish a Uniform Credit Purchase Program working group, which will study
issues refated to implementing Distributed Renewable Energy Resources, The working group shall address the consumer
participation process, budgets, incentive levels, eligible technologies, system requirements, installation requirements, and
any other issues that are relevant to encouraging the implementation of Distributed Renewable Energy Resources. No later
than March 1, 2007, the Director of the Utilities Division shall file a staff report with recommendations for Uniform Credit
Purchase Programs.

B. No later than July 1, 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval.

R14-2-18104, Net Metering and Interconnection Standards

The Commission Staff shall host a series of workshops addressing the issues of rate design including Net Metering and
interconnection standards. Upon completion of this task, and the adoption of rules or standards, if appropriate, each Affecred
Utility shall file conforming Net Metering tarifls and interconnection standards in Docket Control.

R14-2-18112. Renewable Fnergy Standard Compliance Reports

A. Beginning April 1, 2007, and every April 1st thereafter, cach Affected Utility shall file with Docket Control a report that
descrihes its compliance with the requirements of these rules for the previous culendar year and provides other relevant
information. The Affected Utility shall also transmit to the Director of the Utilities Division an electronic copy of this report
that is suitable for posting on the Commission’s web site,

B. Thc compliance report shall include the following information:
L. The acmal kWh of energy produced within its service territory and the actual kWh of energy or cquivalent obtained
from Eligible Renewable Energy Resources, differentinting between kWhs for which the Affected Utility owns the
Renewable Energy Credits and kWhs produced in the Affected Utility's service territory for which the Affecred Unility
does not own the Renewable Energy Credits:

2. The actual kKWh of energy obtained {rom Distributed Renewable Encrey Resources:

32. The kWh of energy or equivalent obtained from Eligible Rencwahble Energy Resources normalized to reflect a full
vear's production:

4___The KWh of cnerpy obtained from Distributed Renewable Enerey Resources normalized to reflect a full vear's
production:

53. The kW of generation capacity, disaggregated by technology type:

04, Cost information regarding cents per actual kWh of energy obtained from Eligible Renewable Fnergy Resources and
cents per kKW of generation capacity. disaggregated by technology type:

75 A. hreakdm\n of‘ the chcwablc Energy Credits used to :,uu:l)—lka the Annual Renewable Energy Requirement asd

quirement-and appropriate documentation of the Affected Utility's receipt of

lhosc chcwahlc I-.ncrgy (.redlm:-am—:

86. A description of the Affected Utility’s procedures for choosing Eligible Renewable Energy Resources and a
certification from an independent auditor that those procedures are fair and unbiased and have been appropriately
applied:-



C.

9. A discussion of the tvpe and scale of Lligible Renewable Resources proposed in or near communities. including but not
limited to r-uhﬂ@ngmmum. impacted by the Affected Utilitv's closure of a Conventional Energyv Resourge and
reasons why those Renewable Energy Resources were chosen or reiected: and

er the costs of the Affected Utility's Eligible Rencwable nerpy Resources will be recovered through the
renewuble encrgy tarilt or through a ratc casc.

The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility's

compliance report satisfied the requirements of these rules.

R14-2-18123, Renewable Energy Standard Implementation Plans

A,

C.

Beginning July 1, 2007, and cvery July 1st thereafier, cach Affected Utility shall file with Docket Control for Commission

review and approval a plan that describes how it intends to comply with these rules for the next calendar vear. The Affected

Utility shall also transmit an clectronic capy of this plan that is suitable for posting on the Commission's web site o the

Director of the Utilities Division.

The implementation plan shall include the following information:

1. A description of the Eligible Renewable Energy Resources, identified by technology. proposed to be added by year for
the next five years and a description of the KW and KWh to be obtained {rom cach of those resources:

2. The estimated cost of cach Eligible Renewable Energy Resource proposed to he added, including cost per kWh and
total cost per year:

3. A description of the method by which cach Eligible Renewable Fnergy Resource is to be obtained, such as self-build,
customer installation, or request for proposals;

4. A description of the economic development opportunitics for cach Eligible Renewable Inergy Resource proposed 1o he

added in_or neur communitics, including but not limited to tribal communities, impacted hy the Affected Utility's
closure of u Conventional Energy Resource:
S. A description of programs considered or proposed for incentivizing deplovment of Distributed Renewable Energy

Resources:

64, A proposal that evaluates whether the Affected Utility’s existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules. including a Tariff application that mects the requirements of R14-2-
18072 and addresses the Sample Tariff set forth in Appendix A if necessary; and

75 Aline item budget that allocates specific funding for Distributed Renewable Energy Resources, for the Customer Seli-
Directed Renewable Energy Option, for power purchuse agreements, for utility=owned systems, and for each Eligible
Renewable Energy Resource deseribed in the Affected Utility's implementation plan,

The Commission may hold @ hearing to determine whether an Affected Utility’s implementation plan satisfies the

requirements of these rules.

R14-2-18134, Electric Power Cooperatives

A,

Within 60 days of the effective date of these rules, every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year and a Tarifl that proposes methods for recovering the reasonable and prudent costs of complying with
its proposed plan and addresses the Sample Tariff set forth in Appendix A. The cooperative shall also transmit electronic
copies of these filings that are suitable for posting on the Commission's web site to the Director of the Utilities Division.
Upon Conumission approval of this plan, its provisions shall substitute for the requirements of R14-2-18054 and R14-2-
18065 for the electric power cooperative proposing the plan,

Beginning July 1. 2007, and every July Tst thereafter, every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriatc plan for acquiring Renewable Fnergy Credits from Eligible Renewable Energy Resources for
the next calendar year. The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commission’s web site to the Director of the Utilities Division.

R14-2-18145, Enforcement and Penalties

Al

D.

It an Affected Utility fails to meet the annual requirements set forth in R14-2-18054 and R14-2-18()3, it shall include with

its annual compliance report a notice of noncompliance.

The notice of noncompliance shall provide the following informarion:

l. A computation of the difference berween the Renewable Energy Credits required by R14-2-18054 and the k'Wh
required by R14-2-18065 and the amount actually obtained,

2. A plan describing how the Affected Utility intends to meet the shortfall from the previous calendar year in the current
calendar year. and

3. An estimate of the costs of meeting the shortfall.

If the Commission finds afler affording an Aftected Utility notice and an opportunity to be heard that the Affected Utility

has failed to comply with its implementation plan approved by the Commission as set forth in R14-2-18123, the

Commission may find that the Affected Utility shall not recover the costs of meeting the shortfull described in R14-2-

18145(B) in rates.

I the Commission finds atter atfording an Affected Utility notice and opportunity 1o be heard that the AfTected Utility has

failed to retire a sufficient number of Clean Encrgy Credits at the end of u complignce peried. the Commission may tind that
the Aftected Lhility shall not recover the costs of meeting the shortiall in rates,




ED. Nothing herein is intended to limit the actions the Commission may take or the penalties the Commission may impose
pursuant o Arizona Revised Statutes, Chapter 2, Article 9. An Affected Utility is entitied to notice and an opportunity 10 be
heard prior to Commission action or impasition of penalties.

R14-2-18156, Waiver from the Provisions of this Article

A. The Commission may waive compliance with any provision of this Article for good cause.

B. Any Affected Utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C.__A petition for a waiver from these rules shall, at 2 minimum:
1.  Srtate thL rl.zuon(\) for thg walver ruquul

D¢, A petmc-)n f' led pursuant to thesc rules shall have pnoruy over otha maucrs ﬁlcd at the Commission,



111 “IDemand response” means modification of customers’ ¢lectricity consumption patterns, affecting the timing
or quantity of customer demand nnd usage, achleved throug,h mlennonal actions takcn bv an affected utility or
customer -because-of-changes-in- -

=12 “Distributed generation™ means the produamn nf(.lt.cmul) on the customer® s sndc of the meter, for use by
the customer, through a technologvpsaeess such as solar photovollaic panels or CHP,
12,13 “DSM™ means demand-side management, the implementation and maintenance of one or more DSM

programs that w'npri\. a DSM portivlio.

14, “DSM measure” means any material. device, technology, educational program, prising-option—practice, or facility
alteration designed to result in reduced peak demand, increased energy efficiency, or shifting of electricity consumption
to off-peak periods and includes CHP used to displace space heating, water heating, or another load.

+13. “DSM portfolio” means the entire suite of NSM programs offered to residential customiers. including low-
income customers: or 1o non-residential customers.
H-16, “1DSM program” means onc or more DSM measures provided as part of a single offering to customers.

17. “DSM tariff™ means a Commission-approved schedule of rates designed to recover an affected utility’s reasonable and
prudent costs of complying with this Article.

1518, "Ll\u'u generation system™ means all roperty used for the purpose of

1619 “F.Iectric utility” means a public service corporation providing clectric service to the public.

13.20. “Energy efficiency™ means the production or delivery of an equivalent level and quality of end-use electric
service using less energy. or the conservation of energy by end use customers.

1321 “Energy efficiency standard” means the reduction in retail energy sales, in percentage of retail kWh sales,
required to be achieved through an affected utility’s approved DSM programs-portfolio as prescribed in R14-2-24(M4.

19.22. “Encrgy savings” means the reduction in a customer's energy consumption directly resulting from a DSM
programportfolio, expressed in kWh,

20.23. “Energy service company™ means a company that provides a broad range of services related to energy

efficiency, including energy audits, the design and implementation of energy efficiency projects, and the installation
and maintenance of energy efficiency measures.

2424, “Environmental benefits™ means avoidance of costs for compliance, or reduction in environmental impacts,
for things such as, but not limited to: a. Water use and water contamination, b. Monitoring storage and disposal of solid
waste such as coal ash (bottom and fly), ¢. Adverse hHealth effects from burning toqeﬂ fuels, and d. l’onuunl
;Hmssnons from trausponatlon and producnon of tuels and elecmcm B

23, “Incrcmemal bcneﬁts“ means amounts saved through axoxding COSIS f‘or fuel, purchased power. new
generation capacity, transmission: and distribution capacity, and other cost items necessary Lo provide electric utility
service, along with other improvements in socictal welfare, such as through avoided environmental impacts, including,
but not limited to, water consumplion savings, air emission reduction, reduction in coal ash, and reduction of nuclear
waste.

“Incremental costs™ means the additional expenses of a DSM measuresport(olio, relative to baseline.

2 “Independent program administrator” means an impartial third party employed to provide objective oversight

of energy efficiency programs.

“kW™ means kilowatl.

“kWh" means kilowatt-hour,

“Leveraging” means combining resources to more effectively achieve an energy cfficiency goal, or to
ach:cvc greater energy efficiency savings, than would be achieved without combining resources,

2831 “Load management™ means actions taken or sponsored by an affected utility to reduce peak demands-a¢
snprove svstem operating efficiency, such as direct control of customer demands through ateeted-utility-initiated
interruption or cycling, thermal storage, or cducational campaigns to encourage customers to shift loads.

2932, “Low-income customer” means a customer with a below average level of household income, as defined in an
affected utility's Commission-approved DSM pressam-portinlio description.

35:33. “Market transtormation” means strategic efforts to induce lasting structural or behavioral changes in the

market that result in increased energy cfficiency.

34 “Net benefits™ means the incremental benefits resulting from DSM minus the incremental costs of DSM.

5. “Non-¢neroymarke: benefits™ means improvements in socictal welfare that are oulside the seope of utility
system benefirsnecbeughtpeseld, including but not limited W increased productivity, increased comfort. increased
property value, environmental benefits, reduced compliance costs. and water savings..
33:36. “Progran-Portolio costs™ means the expenses incurred by an atfected utility as a result of developing,

marketing, implementing, administering, and evaluating 2 Commission-approved DSM programs portfolio,




37 “Sclf-dircction” means an option made available to qualifying customers of sufficient size, in which the

amount of money paid by each qualifving customer toward DSM costs is tracked for the customer and made available
for use by the customer for approved DSM investments upon application by the customer.

35:38. “Socxetal Tcst" meanc a cost-effectiveness test af-the-nerberetia-of L DSM portiolio programs-that starts

mdudc> bvlu ulllll\ system mu‘ non-cne lﬂ\w benefits and ~hoth utility and
i g N - d-u bU(.ld] discount rate
S, Treasury securities
yp 1o a2 cap of 3%: that uses a non-¢nergy her‘em\ 'addcrol al l sl \U° p ;hg quantifiable
lmnrm» for low-income programs within 2 DSM portlolio; and that uses a non-energv benefits adder of at least 25%,
o quantifiable benefits for all other programs within a DSM portfolio.

3630, “Staff™ means individuals working for the Commission’s Utilities Division, whether as employees or through
contract.
3740 “Thermal envelope™ means the collection of building surfaces, such as walls, windows, doors, floors,

ceilings, and roofs. that sepurate interior conditioned (beatcd or coolcd) <paccc from the exterior cnwmnmcn(.
g —'Fewlkcwurce (.w.. Test™ means-a-¢as :
as-a-fesource ﬂp~!t - P S

Hty-costs,and camying-eests-as-a

-affected wtilities and-non-marker-henefilsta

R14-2-2402. Applicability

This Article applies to each affected utility classified as Class A according to R14-2-103(A)3)(q), unless the affected utility is an
clectric distribution cooperative that has fewer than 25% of its customers in Arizona.

R14-2-2403. Goals and Objectives

A,

An affected utility shall design each DSM prazram-portiolio:
1. To be cost-effective, and
2. To accomplish atleast-ane-at-the following:

4. Encrgy elficiency.

b -Load management, and/or demand response.

e-h. Demand-respoRse:

An affected urtility shall consider the following when planning and implementing a DSM progeamportfolio:

1. Whether the DSM programportfolio will achieve cost-effective energy savings and peak demand reductions:

2. Whether the DSM programportiolio will advance market transformation and achicve sustainable savings, reducing
the need for future market interventions: and

3. Whether the affected utility can ensure a level of funding adequatce to sustain the DSM pregsam-portiolio and
allow the DSM peassam-portiolio to achieve its targeted goal.

An affected utility shall:
1. Offer DSM programs within a DSM portfolio that will provide an opportunity for ail affected utility customer
segments to participate, and

2. Allocate a-pestion-ef-not less than 5% of DSM partfolio resources specifically to low--income customers.

R14-2-2404. Energy Efficiency Standards

A

Except as providtd in R14-2-2418, in order 1o ensure reliahle clectric service at reasonable ratepayer rates and costs, by

December 31, 262020030, an affected utility shall, through cost ¢ffective DSM eﬂ%«%ﬁ&%punmlm
achicve cumulative annual energy savings, measured in KWh, equivalent to at least 2235% of the affected utility's retail
clectric energy sales for calendar ycar 28482029 and in every vear thereafier.

An affected utility shall, by the end of each calendar year, meer at least the cumulative annual energy efficiency
standard listed in Table 1 for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 2020-2030 is shown in
Table 4,



Table 1. Energy Efficiency Standard

CALENDAR ENERGY EFFICIENCY STANDARD (Cumulative Annual Energy Savings by the End of Each
YEAR Calendar Year as a Percentage of the Retail Energy Sales in the Prior Calendar Year)
2011 1.25%
2012 3.00%
2013 5.00% 2
2014 7.25% ) B
2015 9.50%
2016 P, S ]
2017 14.50%
2018 17.00%
2019 19.50%
2020 22.00%
2021 23.30%
2022 21,600
(2023 12590% :
2024 27.20%
2025 28.50% B
2026 29 80%
2027 31.10% B
2028 32.40%
2029 33.70% i
2030 35.00% 5

Table 2. Hllustrative Example of Calculating Required Energy Savings

CALENDAR A B C
YEAR RETAIL SALES ENERGY EFFICIENCY REQUIRED CUMULATIVE ENERGY SAVINGS
(kWh) STANDARD | (B ofcurrent year * A of prior year)
2010 100,000,000 0
2011 100,750,000 1.25% 1,250,000
2012 101.017.500 3.00% 3,022,500
2013 101.069.925 5.00% 5.050.875 o
2014 100,915,646 7.25% 7,327,570
2015 100,821,094 9.50% 3.586.986
2016 100,517.711 12.00% 12,098,531 - i
2017 100,293,499 14.50% 14,575,068
2018 100116043 | 1700% | 17.049.893
2019 99,986,628 19.50% 19,522,628
2020 99,902,384 22.00% 21,997,058
2021 100.841,.338 23.30% 23.277.255
2022 101,783,056 24.60% 24.806.981
2023 102,748,740 23 90% 26.362.329
2024 103,732,607 27.20% 27.947.657
2023 104,736,836 28.50% 29,563,793
2026 105,761,611 29.80% 31.211.577
2027 106,807,126 31.10% 32,891,861
2028 107,873,584 32.40% 34,605,509
2029 108.961.195 33.70% 36.353.398
2030 110,070,178 35.00% 38.136 418

C.  Anaflected utility’s measured reductions in peak demand resulting from cost-cffective demand response and load
management programs may comprise up to sxe-one percentage points of the 2235% energy efficiency standard through
20230, with peak demand reduction capability from demand response converted to an annual energy savings equivalent



hased on its actual load faclor sussumed-310% annual foad-faetaeor 4%, whichever is preater, The credit for demand
response and load management peak demand reductions shall not exceed 4+95% of the energy efficiency standard set
forth in subsection (B) for any year through 20230, Fheneasured reductions-in-pesk-demand-acenrring-during 4
calendar-vearatiortha-etfeetve-dute-of this-Awticle may be counted-for- mmw%«mmw
ammmmﬂw%gwﬂmnunganﬂmmmwmfﬂame date of-this—-\rtiele

An affected utility's energy savings resulting from DSM energy efficiency programs implemented before the effective
date of this Article, but after 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B) through 2020. The total encergy savings credit for these pre-rules energy efficiency programs shall not
exceed 4% of the affected utility's reteil energy sales in calendar year 2005. A portion of the total energy savings credit
for these pre-rules energy efficiency programs may be applied cach year, from 2016 through 2020, as listed in Table 3,

Column A,

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR A
CREDIT FOR THE PRE-RULES
ENERGY SAVINGS APPLIED IN
EACH YEAR (Percentage of the Total
Eligible Pre-Rules Cumulative Annual
Encrgy Savings That Shall Be Applied
in the Year)

B

CUMULATIVE APPLICATION OF THE
CREDIT FOR THE PRE-RULES
ENERGY SAVINGS IN 2016-2020
(Percentage of the Total Eligible Pre-
Rules Cumulative Annual Energy Savings
That Are Credited by the End of Each
Year)

2016

7.5%

7.5%

2017

15.0%

22.5%

2018

20.0%

42.5%

2019

25.0%

67.5%

2020

32.5%

100.0%

E.

G.

H.

An affected utility may count toward meeting the standard up to one-third of the energy savings: resulting from

cnergy cfficiency building codes and encroy efficiency appliance standards, provided that the

Lity plaved a

affected

direct role in achieving the savings apd-reduetionsthrough DSM program lmplunm(alwu The partial credit for
efficicncy appliang -

reported through a measurement and evaluation study undcrlakcn b) thc affcctcd utility and shall be commensurate

with the direel role that the affected utilitv plaved to achieve the savings and-reduetions-through DSM program

building cade energy savings or cnergy .

implementation.

stions shall be that are-quantified and

An affected utility may count the energy savings from combined heat and power (CHP) sstatetdonsysiems that do not
qualify under the Renewable Energy Standard toward meeting the energy efficiency standard. provided that the

affected utilitv plaved a direct role in supporting the implemenrtation of a CHP® system aehw%mm

reductions-through 1DSM pronmm lmplgmgnmuon The credit for savings (rom
SV i srtaken by the aff

through a measurement §

antified and reported

ected utility and shall be commensurate with the

direcl role that the affected utility plaved to achieve the savings through DSM program implementation.

An affected utility may count a customer’s energy savings resulting from self-direction toward meeting the standard.

With the exception of conservation volage reduction. an affected utility's energy savings resulting from efficiency

HL

improvements to its debives—es iransmission or distribution system may not be counted toward meeting the standard.

An al‘[ulcd uhlm Sgnergy sav ings resulting from efficiency improvements made directly to its electric generation

ywer plunts, mav not be counted toward meeting the standard

I.__An affected utility's energy savings used to meet the energy efficiency standard will be assumed to continue through

the year 20320 or. if expiring before the year 20320, to be replaced with a DSM enesssv-eticienev-portiolio and

programs having at least the same level of efficiency.




Table 4. Ilustrative Example of How the Energy Standard Could Be Met in 20202030

20320 Energy Efficiency 20249 Retail Sales (kWh) Required Cumulative Annual
Standard Energy Savings (kWh)
Total 2235.00% 108,961 ~I—‘) 599086628 38.136.41 83499058
Breakdown of Savings and Credits Used To Meet 2020-21130 Standard: W
R Cumulative Annual Energy
B Savings or Credit (KWh)
Demand Response Credit Up to 21.00% 1.089.6124-400.333
R14-2-2404{C) ¥
Pre-rules Savings Credit 1,100,000*
R14-2-2404(D) *x a—
Building Code R14-2- 1,000,000
2404(E)
CHP R14-2-2404(F) 500,000
Self=direction R14-2- 100,000
2404(G)
Energy Efficiency R14-2- 34,346, 80647297325
2404(A)
Total 38,136,41824-007.058

*The total pre-rules savings credit is cupﬁ&_l‘ul"-'ts/o of 2003 retail energy sales, and the total credit is allocated over five years
from 2016 to 2020, The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.5% of the total credit allowed,

R14-2-2405. Implementation Plans

A

Except us provided in R14-2-2418, on June 1 of each odd year, or annually at the election of each affected utility, cach
affected utility shall file with Docket Control, for Commission review and approval, an implementation plan describing
how the affected utility intends to meet the energy cfficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

The implementation plan shall include the following information:

1. Except for the initial implementation plan. & description of the affected utility’s compliance with the requirements
of this Article for the previous calendar year:

2. Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for the next two calendar years, including an explanation of
any modification to the rates of an axisting DSM adjustment mechanism or tariff that the affected utility believes
is necessary;

3. Except for the initial implementation plan. which shall describe only the next calendar year, a description of each
DSM program within a DSM portfolio to be newly implemented or continued in the next two calendar years and
an estimate of the annual kWh and kKW savings projected to be obtained through each DSM portiolio and program;

4. The estimated total cost and cost per kWh reduction of each DSM measure, program. and portfolio-and-sid
prosram described in subsection (B)(3);

5. A DSM raniff filing complying with R14-2-2406(A) or a request to modify and reset an adjustment mechanism
complying with R14-2-2406(C), as applicuble: and

6. For each new DSM program or DSM measure that the affected utility desires to implement within a DSM
portfolio, a program proposal complying with R14-2-2407.

An affected utility shall notify its customers of its annual implementation plan filing through a notice in its next
regularly scheduled customer bills.

The Commission may hold a hearing to determine whether an affected utility’s implementation plan satisfics the
requirements of this Article_within 180 davs after such implementation plan is filed with the Commission, The
Commission may suspend this deadline or adopt an alternative procedural schedule for good cause.

An affected utility’s Commission-approved implementation plan, and the DSM puostivlio and programs authorized

thereunder, shall continue in effect until the Commission takes action on a new implementation plan for the affected
utility,



E-F._ A utility shall nol implement any program changes proposed in an implementat

101 pls

approved by the Commission.

R14-2-2406. DSM Tariffs
A.  An affected utility’s DSM tarifY filing shall include the following:

I

2,

A detailed description of each method proposed by the affected utility to recover the reasonable and prudent costs
associated with implementing the affected utility’s intended DSM pregramsportfolio;

Financial information and supporting data sufficient to allow the Commission to determing the affected utility’s
fair value, including. at a minimum, the information required (o be submitted in a utility annual report filed under
R14-2-212(G)(4):

Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and

Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff
filing.

B. The Commission shall approve, modify, or deny a tariff filed pursuant to subsection (A) within 130 days after the tarift
has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause,

C. If an affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing a DSM-pregsams_porioliv, the affected utility may. in lieu of making a tarifY filing under subscction (A),
file a request to modify and reset its adjustment mechanism by submitting the information required under subsections
{A)(1)and (3).

R14-2- 2407, Commission Review and Approval of DSM Programs and DSM Measures
A.  An affected utility shall obtain Commission approval before implementing a new DSM program-e=bsi-measire.

B. An affected utility may apply for Commission approval of a DSM program er-i3d-measure-by submitling a program
proposal either as part of its DSM portfolio implementation plan submitted under R14-2-2405 or through a separate
application that identifics the DSM portloliv under which the DSM program will be added.

C. A DSM portiblio or program proposal shall include the following:

©® O

A deseription of the DSM programs or and DSM measures that the affected utility desires to implement as purl of
the DSM portfolio,

The affected utility’s objectives and rationale for the DSM programs and portfolio-esBSh-measure,

A description of the market segment at which the DSM programs and e=RSMmeasure-poriivlio is aimed,

An cstimated level of customer participation in the DSM programs and porl[olio-esBahmeasure,

An estimate of the baseline {ug the components of the DSM portfolio,

The estimated societal benefits and savings from the DSM programs and portfolio-erOSi-mensure,

The estimated societal costs of the DSM programs and portfolic-esbSM-measure,

The estimated environmental benefits to be derived from the DSM programs snd portfoliv-e=BPShimessure,

The estimated benefit-cost ratio of the DSM programs and portfolio-or DSM-measure,

. The affected utility’s marketing and delivery strategy,

‘The affected utility’s estimated annual costs and budget for the DSM program; and portiolio-orDSM measure.

. The implementation schedule for the DSM programs and portfolio o DSM-smeasure:

A description of the affected utility’s plan for monitoring and cvaluating the DSM programs: and portiolio-esDsM
freastre, and

. Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff

filing.

D.  In derermining whether to approve a peogzam-1 SN proposal, the Commission shall consider:

I

-

The extent to which the Commission believes the DSM program o DSM-measure portfolio will meet the goals set
forth in R14-2-2403(A), and
All of the considerations set forth in R14-2-2403(13).



E.  Staff may request modifications of an en-going DSM portfolio or DSM programs within a DSM portfolio to ensure
consistency with this Article, The Commission :.mu allow affected utilities adequate time to notify customers of BSM
prossarss-modifications.

R14-2-2408. Parity and Equity

A__An affected utility shall develop and propose DSM programs within DSM portlolios for:
1. R-residential gustomers, including low-income customers. and

2. N-non-residential cistomers—and-dew-iRenme-customer,

A-B. No less than 5% of the total DSM budget shall be devoted 1o programs or prograin components for low-income
CUStomers.

. An affected utility shall allocate DSM funds collected from residential customers and from non-residential customers
proportionarely 1o those customer classes Lo the extent practicable.

2.0 The affected utility costs of DSM programs for low-income customers shall be borne by all customer classes, except
where a customer or customer class is specifically exempted by Commission order.

1" DSM funds collected by an affected utility shall be used, to the extent practicable. to benefit that aflected utility’s
customers,

131 All customer classes of an affected utility shall bear the costs of DSMpressans by payment through a non-bypassable
mechanism, unless a customer or customer class is specifically exempted by Commission order.

R14-2-2409. Reporting Requirements

A. By March | of each year, an affected urility shall submit to the Commission, in a Commission-established docket for
that year, a DSM progress report providing information for ¢ach of the affected utility’s Commission-approv ed DSM
nortfolios and programs within each porifolio and including at least the following:

I, An analysis of the affected utility’s progress toward meeting the annual energy efficiency standard:

2. Alist of the affected utility's current Commission-upproved DSM portfolios and programs within cach pertloliv
and-DaM-mensures, organized by customer segment;

3, Adescription of the findings from any rescarch projects completed during the previous year: and

4. The following information for cach Commission-approved DSM portfolio and programs within cach porlfolio-o#

e IS T

a. A brief description:

b.  Goals, objectives, and savings targets;

¢.  The level of customer participation during the previous year:

d.  The costs incurred during the previous year, disaggregated by type of cost, such as administrative costs,

rebates, and monitoring costs:

A description and the results of evaluation and monitoring activities during the previous year;

Savings realized in kW, kWh, therms, and BTUs, as appropriate;

The environmental and non-cnerey benefits realized, including reduced emissions and water savings;
Incremental benefits and net benefits. in dollars:

Performance-incentive calculations for the previous year:

Problems encountered during the previous year and proposed solutions:

A description of any modifications proposed for the following year; and

Whether the affected utility proposes to terminate the-any DSM program wilhin a DSM portfolio esBDSM
meassre-and the proposed date of termination.

mET e me

B. By Seprember 1 of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM portfolio and program within cach portfolio wrd-BShsneasure
of the affected utility:

1. Scmi-annual expenditures compared to annual budget, and
2. Participation rates.




C.  Anaffected utility shall file each report required by this Section with Docket Control, where it will be available to the
public, and shall make cach such report available to the public upon request.

D. An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410. Cost Recovery

A, An affected utility may recover the costs that it incurs in planning, designing. implementing, and evaluating a DSM
procram-ar-portfolio and programs within @ DSM portfelio or DSM-measure-if the DSM portfolio oo
measure-1s all of the [ollowing:

1.  Approved by the Commission before it is implemented,
2, Implemented in accordance with a Commission-gpproved program proposal or implementation plan, and
3. Monitored and evaluated for cost-effectiveness pursuant to R14-2-2415.

B. An affected utility shail monitor and evaluate each DSM porifolio and program-aaé asurep
provided in R14-2-2415, o determine whether the DSM w»umWMt—mwwmmlmm is cosl-tffcclne and

otherwise meets expectations,

C. Ifan affected utility determines that a DSM presram-esDSM-measure-poriiolio is not cost-eflective or otherwise does
not meet expectations, the affected utility shall include in its annual DSM progress report filed under R14-2-2409 a
proposal to modify or terminate the DSM progsus-asDSMomeasure portfolio.

D. An affected utility shall recover its DSM costs concurrently, on an annual basis, with the spending for a DSM prosram
eSS\ measureport[olic, unless the Commission orders otherwise.

E. An affected utility may recover costs from DSM funds for any of the following items, if the expenditures will enhance
NDSM:
I.  Incremental labor attributable to DSM development,
2. A market study,
3. A rescarch and development project such as applied technology assessment,
4.  Consortium membership, or
5. Another item that is difficulr to allocare to an individual DSM-prasram portivlio,

F. The Commission may impose a limit on the amount of DSM funds that may be used for the items in subsection (E).

G. It goods and services used by an affected utility for DSM have value for other affected utility functions. programs, or
services, the affected utility shall divide the costs for the goods and services and allocate funding proportionately.

H. An affected utility shall allocate DSM costs in accordance with generally accepted accounting principles.
I.  The Commission shall review and address financial disincentives. recovery of fixed costs, and recovery of net lost

income/revenue, due o Commission-approved DSM programsportfolios and programs, if an affected utility requests
such review in its rate case and provides documentation/records supporting its request in its rate application.

J.  An affected utility, at its own initiative, may submit to the Commission twice-annual reports on the financial impacts of
its Commission-approved DSM portfolios and programs, including any unrecovered fixed costs and net lost
income/revenue resulting from its Commission-approved DSM portfolios and programs.

R14-2-2411. Performance Incentives

In the implementation plans required by R14-2-24035, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in R14-2-2404. 'The Commission may also consider
performance incentives in a general rate case,



R14-2-2412. Cost-effectiveness

A,

An affected utility shall ensure that the incremental henefits to socicty of the affected utility’s overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

The overall DSM portfolio shall be evaluated to determine cost-effecriveness using the socictal lesl, Fhe-Societal Test
~halhepsed-indetertaifevosorestireness,

The analysis of a DSM pee vortfolio’s cost-effectiveness may include:

1. Costs and benefits u.:wumed with rchab:ht) improved system operations, environmental impacts, and customer
serviee;

2. Savings of both natural gas and clectricity: and

3. Anyuncertainty about future streams of ¢osts or benefits.

An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,

while other environmental costs or the valuc of cnv:ronmemal unprovements shall be estimated in physical terms whcn

practlcal but may be expressed qualnanvelv iz : . -
- CHHIRNEATIOT OF - M-he-.-

I'or purposes of analyzing DSM portiolio cost-effectiveness. mdarket transformation programs within u DSM portfolio
shall be evaluated analyred-forcost-alieetivensss-by measuring market effects compared to program €osts,

[u 2 mp!)\ys pt anah 1mg ')&M -mrtmno cost=ctlectivencss, ciducational programs that support consumer and
eI 1d rgsponw measures ar\ nm m]mr\,d o be m\l

aly st-¢fTectiveness, rkesearch and dcvulopmcm and pilot programs are not
required to dmmas&me-hr cost-effectiveness and shall be excluded [ offectiveness evaluation it
their inclusion causes the portfolio not to pass the socictal esl.

For purposes of evaluating DSM portfolio cost-eflectiveness. an affected utility’s low-income customer programs
portfolie-shati-sare not required to be cost-cffective and sty :d {rom the portfolio cost-effectiveness
evaluation if their inclusion causes the portfolio 1ot Lo pass the socictal test. but-costs-attributable-to-necessany-health
and-safetmeasures shall not be used-in-the-calewlation:

R14-2-2413. Bascline Estimation

A.

To determine the baseline, an affected utility shall estimate the level of electric demand and consumption and the
associated costs that would have occurred in the absence of a2 DSM portfvlio, including the DSM programs or DSM
measures within a DSM portfolio.

For demand response programs, an affected utility shall use customer load profile information to verify buscline
consumption patterns and the peak demand savings resulting from demand response actions.

For installations or applications that have multiple fuel choices, an affected utility shall determine the bascline using the
same fuel source actually used for the installation or application.

R14-2-2414. Fuel Neutrality

A. Rutepaver-funded DSM-chabaedevelopedandimplemeniedin-a-thiel-Rouak-manhes

2.7, An affected utility shall use DSM funds collected from electric customers for electric DSM programs, unless otherwise

ordered by the Commission,

€ B_An affected utility may use DSM funds collected from electric customers for thermal envelope improvements.



R14-2-2415. Monitoring, Evaluation, and Research

A. An affected utility shall monitor and evaluate cach DSM program-and-DSM measuseportiolio to:

Ensure compliance with the cost-effectiveness requirements of R14-2-2412:

Determine participation rates, energy savings, and demand reductions:

Assess the implementation process for the DSM progea-os DSM-measureporifulio;

Obtain information on whether to continue, modify, or terminate a DSM program eePRSM-measure-within a DSM

portfolio; and
5 Determine the persistence and reliability of the affected utility’s DSM.,

B. An affected utility may conduct evaluation and rescarch, such as market studies, market research, and other technical
research, for DSM program planning. product development, and DSM program improvement within a DSM portiolio..

ol e

R14-2-2416. Program Administration and Implementation

A, An affected wtility may use an energy service company or other external resonrce to implement a DSM program or
DSM measure within a DSM portlolio,

B. The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.

R14-2-2417. Leveraging and Cooperation

A. An affected utility shall, to the extent practicable. participate in cost sharing. leveraging, or other lawful arrangements
with customers, vendors. manufacturers, government agencies, other electric utilities, or other entitics if doing so will
increase the effectiveness or cost-effectiveness of a DSM partloliopregram DM e s bEe,

B. An affected utility shall participate in a DSM program e+-DSM measuse-with a natural gas utility when doing so is
practicable and if doing so will increase the cffeeliveness or cost-cficctiveness of a DSM pragranar-baid
measureportiolio.

R14-2-2418. Compliance by Electric Distribution Cooperatives

A.  An clectric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of meeting the requirements of R14-2-2404(A) and (B) and R14-2-2405(A).

B.  An clectric distribution cooperative shall, on June 1 of each odd year, or annually at its election:

. File with Docket Control, for Commission review and approval, an implementation plan for cach DSM progras
portfolio and programs within @ portfolio to be implemented or muintained during the next one or two calendar
vears, as applicable; and
Submit to the Dircetor of the Commission’s Utilities Division an electronic copy of its implementation planina
format suitable for posting on the Commission's web site.

5. An implementation plan submitted under subsection (B) shall set forth an energy efficiency goal for each year of
at least 75% of the savings requirement specified in R14-2-2404 and shall include the information required under

R14-2-2405(B).

3.4. Submir annual DSM reports in accordance with the requirements in R14-2-2409.

=

R14-2-2419. Waiver from the Provisions of this Article
A. The Commission may waive compliance with any provision of this Article for good causc.

B.  An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C. A petition filed pursuant to this Section shall have priority over other mateers filed under this Article.
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R14-2-701.  Statement of Purpose

R14-2-702.  Definitions

R14-2-703,  Applicability

R14-2-704.  load-Serving Entity Annual Reporting Requirements

R14-2-705.  Integrated Resource Planning Process

R14-2-706. Integrated Resource Plan Reguirements

R14-2-707. Commission Review and Acknowledgement of Load-Serving Entity Integrated Resource Plans
R14-2-708.  Update, Amendment, or Review to an Acknowledged Integrated Resource Plan

R14-2-709.  Procurement
R14-2-710. Independent Monitor Selection and Responsibilities

R14-2-701 Statement of Purpose

This Article lays out the requirements for a comprehensive and robust Integrated Resource Planning process. The Integrated Resource Plan
(*IRP™) will consider all reasonable resources to satisfy the demand for clectricity services during a fifteen (15)-year planning period. taking
into account both supply- and demand-side cleetric power resources. In broad terms. the IRP will include an assessment of the planning
environment. a carcful and detailed study of a range of future load forecasts, present generation resources, present demand resources. current
investments in electricity conservation technologics, existing transmission and distribution facilities, and the relevant forecast and scenario
analyses in support of a load-serving entity’s selected resource plan. It will also contain a discussion of all applicable laws and regulations
ensure that the proposed Action Plan for the implementation of the selected resource plan complies with all laws and regulations of the
Federal government and the State of Arizona.

The purpose of this Arlicle is to ensure that the [RP serves as an adequate and useful tool to guarantee the orderly and integrated development
of Arizona's clectric power system, and to improve the system’s reliability. resiliency, ¢fficiency. and transparency, as well as the provision
of electric power services at reasonable prices. The provisions established herein will guide the IRP process along lines that are consistent
with the mandates for the Commission and following the electric power industry’s best practices in integrated resource planning, This reg-
ulation. moreover. defines the terms related to the information required in the IRP, the provedures before the Commission, and the perfor-
mance metrics gnidelines and inducements that load-scrving entities will follow after the Comumission has evaluated and reviewed the IRP.
The Commission will cvaluate the IRP as well as cach load-serving entity's performance thereafter in accordance with the provisions set forth
in this regulation.

This regulation shall be interpreted in a way that promotes the highest public good and the protection of the interests of the residents of
Arizon. and in such a way that the proceedings are carried out rapidly, justly. and economically.

R14-2-702.  Definitions
In this Article, unless otherwise specified:

1. *“Action Plan” refers to a plan that identifies the specific needs and potential actions that a load-serving entity will perform during
the first five (3) years of the Planning Period in order w implement the Preferred Resouree Plan.

2. “Acknowledgment” means a Commission determination. under R14-2-704. that an Integrated Resource Plan meets the require-
ments of this Article.

3. “Affiliated” means related through ownership of vating securitics, through contract, or otherwise in such & manner thar 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.

4. “All-source Request for Proposals™ or “all-source RFP" means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services from market participants. The RFP shall identify the specific needs to be satisfied, but it must be
technology neutral, location neutral, and size neutral. The RFP shall consider demand-side resources on equal footing as sup-
ply-side ones and shall not be limited to “dispatchablc™ resources.

5. “All-source Request for Information™ or “all-source RFI” means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services from market participants. The RF1 shall identify the specific needs to be satisfied, but it must be
technology neutral, location neutral, and size neutral. The RFI shall consider demand-side resources on equal footing as supply-side
ones and shall not be limited to “dispatchable™ resources.
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19.

“Renchmark™ means Lo calibrate against a known set of values or standards.

“Book life” means the expected time period over which a power supply source will be available for use by a load-serving entity.
“Btu" means British thermal unit,

“{apacity” means the amount of clectric power. measured in megawatts, that a power source is rated to provide.

“Capacity Expansion Model” refers to a computer madel designed 1o seek a least cost, or "optimal”, portfolio of ¢lectricity supply-
and demand-side resources that meets the utility's load forecast, accounting for sysiem constraints and the need o maintain the
reliability of the system over the planning period in the Preferred Resource Plan,

“Capital costs™ means the construction and installation cost of facilities, including land. land rights, structures, and equipment.
“Coincident peak™ means the muximum of the sum of two ur more demands that oceur in the same demand interval, which demand
interval may be established on an annual, monthly, or hourly basis.

“Commission™ or “ACC™ refers to the Arizona Corporation Conunission.

“Customer class” means a subsct of customers categorized according to similar characteristics, such as amount of energy con-
sumed: amount of demand placed on the energy supply system at the system peak: hourly, daily, or scasonal load pattern; primary
tvpe of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental; and lo-
cation.

“Decommissioning™ means the process of safely and economically removing a generating unit from service.

“Demand management” means beneficial reduction in the total cost of meeting clectric energy service needs by reducing or shifting
in time electricity usage.

“Derating” means a reduction in u generating unit’s capacity.

“Discount rate” means the interest rate used to caleulate the present value of'a cost or other economic variablc.

“Docket Contral”™ means the office of the Commission that receives all official filings for entry into the Commission’s public
electronic docketing system.

“Emergency” means an unforeseen and unforesecable condition that:

a. Does not arise from the load-serving entity’s failure to engage in good utility practices,

h. s temporary in nature, and

¢.  Threatens reliability or poses another significant risk to the system.

“End use” means the final application of clectric energy, for activities such as, but not limited o, heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting.

“Energy losses™ means the quantity of electric encrgy generated or purchased that is not available for sale to end users, for resale. or
for use by the load-serving cntily.

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

“(ienerating unit” means a specific device or set of devices that converts on¢ form of energy (such as heat or solar energy) inte
electric energy. such as a turbine and generator or a set of photovoltaic cells.

“Jieat rate” means @ measure of generating station thermal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for clectric generation by the kilowatt-hours of electricity generated.

“Independent monitor™ means a company or consultant that is not affiliated with a load-serving entity and that is sclected (0 oversee
the conduct of a competitive procurement process under R14-2-700.

“Integrated Resource Plan™ or “IRP” means a plan that considers all reasonable resources (o satisfy the demand for clectric power
services during & specific period of time, including those relating to the offering of electric power, whether cxisting, traditional,
and/or new resources. and those relating to energy demand such as energy conservation and efficiency or demand response and
localized energy generation by the customer, while recognizing the obligation of compliance with laws and regulations that con-
strain resource selection.

“Integration” means methods by which encrgy produced by intermittent resources can be incorporated into the cleetric grid.
“Intermittent resources™ means electric power generation for which the energy production varies in response 10 narurally ocecurring
processes like wind or solar intensity.

“Interruptible power” means power made available under an agreement that permits curtailment or cessation of delivery by the
supplier.

“In-service date™ means the date a power supply source becomes available for use by a load-serving entity.

“Load-serving entity” means a public service corporation that provides ¢lectricity gencration service and operates or owns, in
whole or in part, a gencrating facility or facilities with capacity of at least 50 megawatts combined.

“Long-term™ means having a duration of three or more years.

“Major change” meuns any new procurement effort or uddition. retirement or modification of generation plant having a nameplate
capacity of 50 megawatts or greater: the addition of pollution control equipment; the unanticipated termination of a Power Purchase
Agreement: or other event, such as a major forest fire, as set forth by the Commission.

“Major Project” shall mean any project greater than S5( megawalls.

“Maintenance™ means the repair of generation. transmission. distribution, administrative. and gencral facilities: replacement of
minor items: and installation of materials to preserve the efficiency and working condition of facilities.

“Mothballing” means the temporary removal of a generating unit from active service and accompanying storage aclivities.
“Operate” means 10 manage or otherwise be responsible for the production of clectricity by a generating facility, whether that fa-
cility is owned by the operator, in whole or in part. or by another entity.

“Participation rate” means the proportion of customers who take part in a specific program.




40. “Planning Period” means the fifteen (15)-year period in an Integrated Resource Plan for which resources must be planned to meet
customer load requirements.

41, “Planning Reserve Margin® refers to the reserve margin required 1o operate a load-scrving entity’s system reliably.

42, “Preferred Resource Plan™ means a portfolio of resource additions selected by a load-serving entity from amongst those evaluated
in the IRP representing the best performing resource mix to he implemented in the Action Plan,

43, “Prohabilistic analysis™ means a systemalic evaluation of' the effect. on costs. reliability, or other measures of performance, of
possible events affecting factors that influence performance, considering the likelihood that the events will occur.

44. “Production cost” means the variable operating costs and maintenance costs of producing electricity through generation, including
fuel vost, plus he cost of purchases of power sulficient to meel demand.

45. “Reference Case” refers to the forecast of load and associated system requircments, commodity prices, capital costs and risks
representing a load-serving entity’s best understanding of expected circumstances or median probability outcomes.

46. “Refurhish” means to make major changes, more extensive than maintenance or repair, in the power production, ransmission, or
distriburion characteristics of a component of the power supply system. such as by changing the fuels that can be used in a gener-
ating unit or changing the capacity of a generating unit.

47. “Reliability™ means a measure of the ability of a load-serving entity’s generation, transmission. or distribution system to provide
power without failures, measured to reflect the portion of time that 2 system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

48. “Renewable energy resource”™ means an energy resource that is replaced rapidly by a natural, ongoing process and that is ot nu-
clear or fossil fuel,

49. “Reserve requirements™ means the capacity that a load-serving entity must maintain in excess of' its peuk loud to provide for
scheduled maintenance. forced outages, unforescen louds, emergencies, system operating requirements, and reserve sharing ar-
rungements.

50. “Reserve sharing arrangement” means an agreement between two or more load-serving entities to pravide backup capacity.

51, “Resource Plan™ refers to a selection of supply-side. demand-side, and transmission resources that best serves a load-serving en-
tity's needs under a given forecast scenario.

52, “Resource planning™ means integrated supply and demand analyses completed as described in this Article.

53. “RIP” means request for proposals.

54, “Self generation” means the production of electricity by an end user

55. “Sensitivity analysis” means a systematic assessment of the degree of response of costs, reliability. or other measures of perfor-
mance to changes in assumptions about factors that influcnce performance.

s6. "Short-term” means having a duration of less than three years.

57 “Socioeconomic effects™ means changes in the social and economic environments, including, for example, job creation, cffects on
local cconomies, geographical concentration of persons and structures, concentration of investment capital, and the ability of
low-income and rental households to receive conservation services.

58. “Spinning reserve” means the capacity a load-serving entity must maintain connected to the system and ready 1o deliver power
promptly in the event of an unexpected loss of generation source, expressed as a percentage of peak load, a percentage of the largest
generating unit, or in fixed megawarts.

59, =Siall” means individuals working for the Commission’s Utilities Division, whether as employees or through contract.

60. “Third-party independent energy broker™ mezns an entity, such as Prebon Energy or Tradition Financial Services, that facilitates an
energy transaction between separate parties withoul taking title to the transaction.

61. “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 [ndependent System Operator, or New
York Mercantile Exchange.

62. “Total cost” means all capital, operating, maintenance. fuel, and decommissioning costs, plus the costs associated with mitigating
any adverse environmental effects, incurred by end users, load-serving entities, or others, in the provision or conservation of
clectric energy services.

R14-2-703.  Applicability

A.
B.

D.

This Article applies to cach load-serving entity, whether the power generated is for sale to end users or is for resale.

An electricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days after the increase and shall comply with the filing requirements

in this Article within two vears afier the notice is filed.

The Commission may. by Order, exempt # lond-serving entity from complying with any provision in this Article, or the Article as a

whole. upon determining that:

I.  The burden of compliance with the provision, or the Article us a whole, exceeds the potential benefits to customers in the form of
cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the load-serving entity’s
compliance with the provision or Article: and

2, ‘T'he 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 minimum:

1. The reasons why the burden of complying with the Article, or the specific provision in the Article for which exemption is requested.
exceeds the potential benefits to customers that would result from the load-serving entity's compliance with the provision or Ar-
ticle:



2. Data supporting the load-serving entity’s assertions as to the burden of compliance and the potential benefits to customers that

would result from compliance: and
3. The reasons why the public interest would he served by the requested exemption.

R14-2-704. Load-serving Entity Annual Reporting Requirements

A. Demand-Side Data: A load-serving entity shall, by April 1 of cach 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 de-
seription 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;
¢. Energy losses: and
d.  Other disposition of energy, such as energy furnished without charge and energy used by the load-serving entity:
Coincident peak demand {megawarts) and energy consumption (megawatl-hours) by month for the previous 10 vears, disaggre-
gated by customer class:
3. Number of customers by customer class for each of the previous 10 years; and
4. Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year duc to existing demand management meusures, by
rvpe of demand munagement measure.

B. Supply-Side Data: A load-serving entity shall. by April 1 of each year, file with Docket Control a compilation of the following items of
supply-side data, including for each item for which no record is maintained the load-serving 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 ycar:

In-service date and book life or contract period:

Type of gencrating unit or contract:

The load-serving entity's share of the generating unit’s cupacity, or of capacity under the contract. in megawatts;

Maximum generating unit or contract capacity, by hour, day, or month, if such capaciry varies during the year:

Annual capacity factor (generating units only ),

Average heat rute of generating units and. if available, heat rates at selected outpult levels:

Average fuel cost for generating units, in dollars per million Bru for cach type of fuel:

Other variuble operating and maintenance costs for generating units, in dollars per megawatt hour:

Purchased power energy costs for long-term contracts, in dollars per megawatl-hour;

Fixed operating und maintenance costs of generating units, in dollars per megawalt:

Demand charges for purchased power:

Fuel type for each gencrating 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:

Description of each generating unit as base load, intermediate, or peaking:

Environmental impacts, including air cmission guantities {in metric tons or pounds) and rates (in quantitics per mega-
watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury. particulates, and other air ecmissions subject to
current or expected future environmental regulation:

Q. Water consumplion quantities and rates: and
T Tons of coal ash produced per generating unit:
2. For the power supply system for the previous calendar year:

=
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a. A description of generaling unit commitment procedures:

b. Production cost;

c. Reserve requirements;

d. Spinning reserve:

) Reliability of generating, transmission. and distribution systems:

f. Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales related to short-term contracls;
and

o. Encrgy losses.

3. The capacity, type, locution(s), and expected term of demand-side resources offered in the load-serving entily’s service area for the
previous calendar year:
4, By or on behalf of the utility:
h. Through government-sponsored programs: or
c. Through self generation: and
4. An explanation of wiy 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.




R14-2-705. Integrated Resource Planning Process
Planning Period: Effectiveness

A.

L.

-

<.

3.

The IRP shall consider a planning period of fifteen (15) years.

An IRP acknowledged by the Commission shall remain in cffect until the acknowledgment of a subsequent IRP by the Commis-
sion. or untl otherwise established by the Commission through resolution or order,

Any proposal for a new IRP, or any proposcd update, review. or amendment to an existing IRP must be submitted to the Com-
mission for evaluation and acknowledgment. An update, revision, or amendment Lo an IRP, in whole or in part. will not enter into
effect until it is acknowledged by the Commission.

Schedule and Filing

2

By April | of every third year, cach load-serving entity shall submit for Commission acknowledgment an IRP proposal in ac-
cordance with the provisions of this Article and applicable Commission resolutions and orders. In the case of a substantial change in
the energy demand or group of resources, the Commission may order that the review of the next IRP be carried out before the three
(3) vears provided here to respond to and/or mitigate such changes, At any moment prior to the threc-year filing requirement, a
Joad-serving entity may submit a proposed update, wmendment or review to an ucknowledged TRP, as described in Section
R14-2-708.

The filing of the IRP shall initiute a proceeding at the Commission pursuant to the provisions of this Article.

Integrated Resource Plan Filing Structure and Requirements

1.

The IRP filing shall be comprised of @ main body and accompanying technical appendices.

a. The main body of the IRP shall be written as a coherent, stand-alone document designed to allow informed readers suf-
ficient information to understand the process by which a load-serving entity conducts long-term resource planning and
the key outcomes of that resource planning. The main body shall be organized into the following chapters:

Part One — Introduction and Summary of Conclusions

Part Two - Planning Environment

Purt Three — Load Forecast

Part Four — Existing Resources

Part Five — Resource Needs Assessment

Part Six = New Resource Options

Part Seven — Assumptions and Forecast

Part Eight = Resource Plan Development

Part Nine - Caveats and Limitations

Part Ten — Work Plan

Part Eleven - Action Plan

Part Twelve — Other considerations or additional information, as required by the Commission through and order.
that may address subjects related to integrated resource planning.

b. The technical appendices of the IRP filing shall include ancillary information and descriptions required by this Article but
not included in the main body of the IRP filing. The following technical appendices must be attached to the IRP filing:

Appendix | — Transmission and Distribution Planning

Appendix 2 - Prior Action Plan Implementation Status

Appendix 3 — Renewable Energy Project Status

Appendix 4 ~ Demand-Side Resources

Appendix 5 — New and Existing Supply-Side Resourcc Supplemental Data

Appendix 6 — Additional information, as required by the Commission through and order, that may address subjects
related to integrated resource planning.

c. The IRP filing shall specifically identify and include all references to external and internal source documents relied upon
in the development of the proposed IRP.

1. Ifasource document is publicly available on the Internet, a specific link (URL address) to the source document shall
be provided.

2. Ifasource document referenced by the load-serving entity in any portion of its IRP filing is not publicly available or
readily accessible, an electronic copy of such source documents shall be provided along with the IRP filing.

3. If a source document consists of a study, report, book, periodical. or other publication. not publicly availablc or
readily accessible, the load-serving entity shall provide copies of the relevant pages from such source documents
relied upon in the development of its proposed IRP. All pages which are necessary to understand the relevant pages
in context shall be provided. Upon request, the load-serving entity shall make available the entirety of such source
document. In the case such source documents are protected under federal copyright law, the loud-serving entity shall
make a reterence to the documents used for the development of the propesed IRP.

d. Work papers and models relicd upon by the load-serving entity in the development of the IRP shall be filed concurrently
with the IRP.

1. Work papers which arc availoble in electronic form shall be provided electronically in native format, All formulae
and viable links shall be left intact,

2. The load-serving entity shall, at a minimum. provide the following work papers to the Commission:

i Load Forecast Development work papers:
ii. Fuel Price Forecast Development wark papers:
iii. Resource Plan modeling input files:



iv. Resource Plan modeling output files as used by the load-serving entity:

V. Any post-processing or analysis work papers used to assess the Resource Plan modeling output files, in-
cluding financial models used to calculate the present value of revenue requirements, rate impacts, or
other cost elements of the IRP:

Vi, Electronic, spreadsheet-based versions of all tables and figures as presented in the IRP.
The load-serving entity shall provide access Lo the modeling software, including license to Stafl of the model(s) they usc,
at @ minimum, and to provide, as ar addendum to the filing, inputs and outputs and/or saved run files from the models.
Such access shall be adequate to enable the Commission to replicate the results and may include the load-serving entity
manipulating the computer model according to instructions or input from the Commission, Reasonable access shali also
be provided to intervenors. If the load-serving entity seeks to limil access to the program or application to intervenors, the
Commission will determine the appropriate aceess to the program or its output.
The load-serving entity shall use modeling software that meets the following criteria:
1. There arc no technical or legal barriers to providing inputs and outputs of the model to stakcholders in a format
legible to stakcholders;
2. The utility can provide the modeling parameters o stakeholders:
3. The software can rcasonably model all types of resources. including wind, solar, and storage. including battery
storage;
4. The software can model at hourly and sub-hourly timescales: and
5. The software is capable of modeling fixed resource retirement dates or optimizing resource retirement dates.
2. When filing its IRP, the load-serving entity shall simultaneously publish its IRPs in its full and complete form

on the utility’s website, which should be presented in an accessible and comprehensible way to the general public. The load-serving

entity may only withhold information from reporting with Commission approval, under a protective order as provided in Scetion
R14-2-707(D)3). and stakeholders shall have a reasonable opportunity to challenge designations of information as confidential.

R14-2-706.

Integrated Resource Plan Requirements

A load-serving entity shall, by April 1 of every third year, file with Dockel Control a preliminary IRP. Consistent with Section R14-2-705(C)

above, a load-serving entity’s IRP must include the following:

A. Planning Environment: The IRP shall include a description of the various current laws, regulations, and other rules that might affect

planning decisions, as well as any that are likely w be implemented during the course of the planning period.

1. This section shall describe, at a minimum, the following factors: federal, state, or municipal standards and rules that impact the
requircment for, or availability of, energy cfliciency, renewable encrgy, fucl alternatives, or other resource requirements; and en-
vironmental standards and regulations that impact existing utility resources or resource choices at the present time through the
planning period.

2 This section shall also include a discussion of substantial regulatory or legislative standards and rules that have chunged since the
acknowledgment of the most recent IRP.

B. Load Forecast: ‘Ihe load-serving entity shall provide a compilation of peak electricity demand and annual electricity consumption
forecasts for each year of the IRP planning period which may include @ reference to the last filing mude under this subsection for cach
item for which there has been no change in forecast since the fast filing.

1. The load forecasts will include the following items.

a.

<

Fifteen-vear forecast of system coincident peak load (megawatis) and energy consumption (megawatt-hours) by month
and year, expressed separately for residential, commercial. industrial, and other customer classes: for interruptible power:
for resale; and for energy losses:

The load-serving entity shall prepare at least three (3) baseline Load Forecasts to reflect a reasonable range of future

uncertainties:

1. A reference case representing the load-serving entity’s best understanding of expected circumstances or median

probability outcomes;

A low case where customer electricity demand and consumption are significantly below utility median expectations

through the planning period: and

3, Ahigh case where customer ¢lectricity demand and consumption are significantly above utility median expectations
through the planning period.

Disaggregation of the load forecast into a component in which no additional demand management measures are assumed,

and a component assuming the change in load due to additional forecasted demand management measures;
Analysis and consideration of the impact of?

1. Existing demand-side resources, anticipated changes (o rate design. building codcs and standards. deployment of
distributed generation, and other important fuctors on the load forecast:

2. Technicul losses in the load forecast, including the extent to which the forecast includes the effects of current and
planned technical loss reduction programs: and

3. Non-technical losses in the load forecast, including the extent to which the forecast includes the effects of current
and planned non-technical loss reduction programs.

o




c.

Historic peak demand and energy. Historic data shall be reported covering & ten (10)-year period prior to the first year of
the IRP Planning Period and shall include:

1.
9

N

The total annual electricity generation and sales for the utility and consumption for cach customer ¢lass: and
‘The coincident peak electricity demand for the utility and cach customer class.

Documentation of all sources of data, analyses, methods. and assumptions used in making the load forecasts, including a
description of how the forecasts were benchmarked and justifications for sclecting the methods and assumptions used.
An evaluation of prior load forceasts provided in the most recent IRP, including:

|

3.

Assessment of the annual accuracy of the previous forecasting including a comparison of forecasted versus actual
dara;

An explanation of the cause of any significant deviation (meaning more than 5%} between the previous forecusts
and the actual annual peak demand and energy that oceurred: and

An explanation of the impact that historic demand-side resources had on the prior load forecast.

2 The load forceasts will be conducted in accordance with the following criteria:
A reasonable set of assumptions for economic and/or end use variables shall be included in the development of the
long-term load forccasts,
The load forecasts shall reflect normal weather conditions but must account for forecasted changes in climate due to
climate changc.
C. Existing Resources: The load-serving entity shall describe all existing resources that serve or mecet the entity’s customer’s energy and
capacity requirements, The IRP shall include the following. which may include references to data reported under Section R14-2-704 above:
1. A description of all demand-side resources currently being implemented by or on behalf of the load-serving entity.
2. A description of the energy supply from existing supply-side resources.
This section shall describe each type of supply-side resources, and including at least the following catcgorics:

a

b.

a.

I
"

-
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Utility-owned generation:

Wholesale power purchase transactions thal are one (1) year or longer and a detailed discussion of the transaction,
including the term of the contract, expiration date, pricing provisions, source of the power, fuel source, and other
relevant information:

Cogeneration and small power production:

Distributed generation:

Pooling or coordination agreements that reduce resource requirements; and

Any other supply-side resources.

dition, the following information concerning each existing supply-side resource shall be supplicd. as applicable and

as readily available to the load-serving entity with respect to third-party resourees, in the form of a coherent table(s) in the
bady of the IRP:

e

I8.
19.
20,

Resource type:

Nameplate and peak available capacity:

Annual capacity factor for cach of the last five (5) years:

Fuel type:

Ownership information, including the portion of the resource owned by the load-serving entity, by a private project
developer, or by u customer;

Location (district or municipality):

Commercial operation date,

Remaining service life:

Any anticipated projects or programs that would alter remaining service life:

Remaining contract life. including capacity contracts;

Depreciation schedule:

Other contracts that need to be renegotiated (¢.g.. for water, land lease, fuel supply);

Average annual heat rate over the last five (5) years:

Current fuel cost in dollars per MMBtu.

Current variable operations and maintenance (O&M) cost in dollars per MWh;

Current tutal production cost in dollurs per MWh, including any other necessury vurinbles aside from fuel and
variable O&M costs,

. Anticipated total production cost in dollars per MWh, including any other necessary variables aside from fuel and

variable Q&M vosts, for future vears through the planning period:

Current fixed O&M cost in dollars per KW

Average annual capital expenditures over the last five (5) years in total dollars: and
Average annual water consumption, source of supplicd water.

This section shall also include un assessment of potential cost-effective retirements of all utility-owned resources in-
cluding the costs associated with incremental depreciation expenses and estimated operational and capital savings,

For cach retirement reviewed. the load-serving entity shall:
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i Describe the replacement resource need, possible system reliability impacts, and corrective actions for
such impacts; and
if. Evaluate at least one retirement date that is within the resource acquisition period.
If discontinuation, decommissioning, or mothballing of any power source or permanent derating of any gencrating
facility is expected, the load-serving cntity shall provide:
i Identification of each power source or generating unit involved:
ii.  The costs and spending schedule for each discontinuation. decommissioning, mothballing. or derating:
iii. The reasons for each discontinuation, decommissioning, mothballing, or derating.
For the purpose of identifying existing resources that portentially are not cost-¢ffective as compared to other re-
sources availuble in the market, the load-serving entity shall compare the costs and performance of cach of its ex-
isting resources (utility-owned and contracted) to the costs and performance of generic resources, including energy
efficiency and demand response alternatives. The load-serving entity shall also conduct computer modeling that, ata
minimum, cvaluates retirement of each existing generating unit, and retirement of combinations of existing gener-
ating units, under a reasonable range of scenarios during the resource acquisition period. The load-serving entity
need not model retirement of an existing generating unit if a screening analysis shows the unit to be clearly eco-
nomic compared to replacement resources.

d. The following information concerning cach existing supply-side resource shall be supplied as part of Appendix 3:

1.

W

All information in sub-section (b) above:
Dates for renewal of operating licenses and permits, to the extent applicable;
Compliance schedule with current, proposcd, and reasonably anticipated regulatory (including environmental reg-
ulatory) and legal requirements, to the extent applicable;
Expected capital and operating costs for comphiance with current, proposed, and reasonubly anticipated regulatory
(including environmental regulatory) and legal requirements, to the extent applicuble;
Expected yearly non-cnvironmental capital expenditures for the first ten (10) years of the Planning Period. including
any improvements to operational efficiencies or extensions of the useful life:
Any important changes 1o the resources that occurred since the acknowledgment of the most recent IRP or which is
expected 1o occur prior to the filing of a review, update. or amendment, including:

i. A description of cach large capital project (over $5,000,000) expected in the next five (5) years;

il Changes in fuel types expected to result from cconomic restrictions or environmental regulations.

D. Resource Needs Assessment: The load-serving entity shall prepare a resource needs assessment and a detailed description of the results
of such assessment. The purpose of the resource needs assessment is to identify current and/or future expected capacity and/or energy
requirements resulting from the expected or contractual retirement of, or cessation of services from, existing supply and demand-side
resources when compared against forecast load conditions. The resource needs assessment shall contain at least the following elements:

An expected planning reserve margin over a fifieen-year period.

1o

a The planning reserve margin shall follow industry standard methodologies in assessing a necessary planning reserve
margin to maintain reliable service during the planning period.

b, To the extent that the reserve margin assessment cannot be developed independently of a resource plan, the load-serving
entity may use its then-current business plun (o assess and describe the necessary planning reserve margin.

c The load-serving entity shall demonstrate why the planning reserve margin targets in its forecast are reasonuble.

A coherent table showing, by year, the expected capacity of each existing supply-side and existing demand-side resouree. its load
requirements, and load requirements including the planning reserve margin. The load-serving entity shall identify its annual net
position relative to its expected needs throughout the planning period.

a. The capital costs and operating and maintenance costs of all new or refurbished transmission and distribution facilitics
expected during the 15-year period: and
b. An explanation of the need for and purpose of all expected new or refurbished rransmission and distribution facilities,

which explanation shall incorporate the load-serving cntity’s most recent transmission plan filed under ARS. §

40-360.02(A) and any relevant provisions of the Commission’s mosl recent Riennial Transmission Assessment decision

regarding the adequacy of transmission facilities in Arizona.

E. New Source Options: The load-serving entity shall assess the need for its existing resources and any need to acquire new resouree

options that may reasonably serve or meet the load-serving entity’s customer’s energy and/or capacity requirements.

The IRP shall identify and evaluate a wide range of new supply-side resource options, including renewable and non-renewable

options, to be used in the development of the IRP. While a load-serving entity may designate specific options as not feasible for

future development, such designations must be accompanied by a clear and comprehensive explanation that justifies the

load-serving entity’s determination on the basis of cost, resource availability, or engineering feusibility.

a.  For cach supply-side resource option identified as a feasible alternative, the load-serving entity shall provide the following
information, us applicable, in the form of a coherent table in the body of the IRP:

1.
2.

3
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Resource type:

Location, if a specific project sitc has been identified: otherwise, restrictions and other considerations that may
dictate resource placement:

Capacity;

Fuel type:




Capacity factor for rencwable energy resources;

Fffective load carrying capacity (ELCC) or capacity contribution to peak:

QOwnership information, including the portion of the resource owned by the load-serving entity, by a private project

developer, or by a customer,

8. Anticipated service life;

. Heat rate:

10. Overnight capital cost;

11. Fixed opcrations and maintenance cost:

12. Non-fuel variable operations and maintenance cost; and

13. Average annual water consumption.
b. For each resource identified in subsection (a) ubove, the following additional information shall be supplicd:

1. All information in (a) above:

2. Other costs to construct and/or operate the resource, including financing costs, property 1axes. supplemental pay-
ments. and interconnection costs:

Lead time necessary to plan and build, or acquire through a power purchase agreement,

4. Any constraints on the acquisition or construction of the resource as applied by the load-serving utility in the ca-
pacity expansion model, including first potential date of construction. maximum units feasible Lo acquire or con-
struct per vear, and total number of the resources allowed in the model through the planning period:

5. Any constraints on the operation or dispatch of the resource as applicd by Lhe load-serving entity in its modeling,
including minimum up-time, minimum down-time, or energy or cflluent limitations;

6. Any impact of the location of the resource on reliability and system resilience;

7 Fvaluarion of the interconnection of renewable energy projects and independent power producers 1o the utility
system: and

8. A description, with quantitative information and analysis as required, of how the resource contributces (0 meeting the
requirements of the Clean and Renewable Encrgy Standard in Article 18 of this Chapter.

2. The IRP shall include a projection and account for expected types and amounts of customer-owned distributed generation, by

customer class, including:

b~ cl
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a A 15-ycar forecast of self generation by customers of the load-serving entity, in terms of annual peak production
{megawatts) and annual energy production (megawatt-hours):
b. Disaggregation of the forecast of subsection (B) into two components, one reflecting the self generation projected if no

additional efforts arc made to encourage self gencration. and one reflecting the self generation projected to result from the
load-serving entity’s institution of zdditional forccasted self generation measures:

c. A |5-year forecast of the annual capital costs and operating and maintenance costs of the self generation identified; and
d. Documentation of the analysis of the self generation:
3. This section shall also include the following:
a. A caleulation of the benefits of gencration using renewahle energy resources,
b. Analysis of integration costs for intcrmittent resources:
C. A plan to increase the efficiency of the load-serving entity's generation using fossil fuel;
d. A description of @ wide range of potential new energy efficiency and demand response programs.

1. Forcach demand management program or measure, the IRP will describe:
i. How and when the program or measure will be implemented:

il The projected participation level by customer class for the program or measure,
iii. The expected change in peak demand and energy consumption resulting from the program or measurc:
iv. The expected reductions in environmental impacts, including air emissions. solid waste, and water con-
sumprion, atributable to the program or measurc:
V. The expected socictal benefits, societal costs, and cost-cffectiveness of the program or measure:
vi. The expected lite of the measure; and
vil. The capital costs, operating costs, and maintenance costs of the meuasure, and the program costs;
2. For cach demand management measure that was considered bur rejected:
i. A description of the measure:
il The estimated change in peak demand and energy consumption from the measure,
iii. The estimated cost-effectiveness of the measure;
v, The capital costs. operating costs, and maintenance costs of the measure, and the program costs: and
v, The reasons for rcjecting the measure.
¢ A plan for reducing environmental impacts related to air emissions, solid waste, and other environmental factors, and for

reducing water consumption,
F. Assumptions and Forecasts
1. The IRP shall document key modeling assumptions and inputs including, at least, the following:
a. Annual fuel prices for cach delivered fuel:
b. Annual emission prices,
[ Economic conditions.
d. Environmental regulations:



e.
f.

Other non-environmental regulations, including rencwable portfolio standards:
Utility discount rate or weighted average cost of capital;
Annual debrt limitations,

2 The IRP shall also identify fuctors that will significantly influence key forecusts (including electricity demand, electricity con-
sumption, fuel prices), and develop a range of possible outcomes for those forecasts encompassing at least the fifth (Sth) and
ninety-fifth (95th) percentile vutcomes as understood by the load-serving entity.

a.

d.

Forecasts should include exogenous elements beyond the load-serving entiry’s contrel, including but not limited to:

Economic conditions:

Environmental regulations;

Changes in customer load not caused by utility demand-side resources:

Customer-sited distributed generation:

Fuel prices:

Emissions costs; and

. Capital costs.

For cach forecast. the IRP shall identify a reference casc forecast, and describe the basis of the forecast range identified.

The IRP shall consider multiple scenarios that encompass the reasonable range of possible outcomes for uncertain

forecasts. Scenarios may combine key forecasts in @ manner that cnables a reasonable exploration of the range of fore-

secable risks to the safety, reliability, and affordability of retail services. The IRP shall consider a suflicient number of

seenarios (o both describe feasible or likely sets of forecasts, as well us cupture a wide range of possible risks.

1. The load-serving utility shall justify the scenarios used und excluded from consideration and describe why the
combinations assessed represent a reasonable range of risks,

3. To the extent that the load-serving entity relies on explicit or implicit relationships or correlations between forecasts,
the load-serving entity shall describe the basis of the relarionships.

3. The load-serving entity shall incorporate any scenarios required by the Commission or reasonably suggested by
interested stakeholders.

The IRP shall include a Reference Case Scenario, representing the load-serving entity’s best understanding of expected

circumstances or median probability outcomes.

R

G. Resource Plan Development.
1. ‘The IRP shall identify in detail the mechanisms used by the load-serving entity in developing irs resource plans.

a.

The IRP shall include. within the main body of the IRP, the following:

1. Comprehensive descriptions of the modeling mechanisms used in the development and sensitivity analysis of each

resource plan, based on Capacity Expansion Models. The load-serving entity may in addition usc production cost

models. u heuristic approach. or a combination of the two.

Descriptions of key resource plan assumptions and purposes, including consideration of stakeholder input and

Commission requirements;

A coherent table illustrating the key difference between resource plans, including annual retirements, retrofits or

canversions, and new builds for both suppiy- and demand-side resources, changes in capacity (uprates or derations)

or existing supply- and demand-side resources, changes in transmission or distribution systems, Key assumptions,
and resource plan cost:

4. A description of the mechanism and criteria used to select the Preferred Resource Plan, following the requircments
of subsection (2){¢) below:

5. A coherent load and resource balance table for the Preferred Resource Plan showing, by year, the expected capacity
of each existing and new supply-side and demand-side resource, its expected peak load. its planning reserve margin,
and its Lotal load requirements, including the planning reserve margin. The load-serving entity shall identify its
annual net position relative to its expected needs during the planning period.

6. Tor the Preferred Resource Plan, and for cach resource plan considered in the IRP. the IRP shall include, at a
minimum, the following supplemental information:

it A table of annual capacity contribution by resource;

2
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ii. A table of annual generation by resource:

iii. A tablc of annual emissions by resource:;

iv. A tablc of annual fuel consumption by fuel type:

V. A cash-flow table comprised of annual cost valucs for, at a minimum, fuel spending by type of fuel,

genceration capital, transmission capital, fuel infrastructure capital. total gencrating, unit variable opera-
tions and maintenance. total generating unit fixed operations and maintenance, fuel infrustructure opera-
tions and maintenance, COZ2. NOx, SO2 cmissions, waler consumption, fossil fucl power purchase
agreements; and renewable power purchase agreements.

2. Resource Plan Development Analysis

a.

The IRP shall use a Capacity Expansion Model to develop least-cost resource plans that meet customer needs under the
reference case scenario and various future seenarios. 1f the load-serving entity docs not use a Capacity Expansion Modcl
to develop least-cost resource plans, the load-serving entity must seek., and receive, a waiver from the Commission to use
any other kind of resource plan development model for this purposc. in which case the Commissien may adept through




C.

resolution any and all appropriate requirements to ensure reliability of the information and conclusions produced and

presented in the IRP.

1. The Capacity Expansion Model shall. at a minimum:

i, Secck Lo optimize the preseni value of revenue requircments over the planning period:
ii,  Consider demand-side resources in a competitive framework with supply-side resources:
iii,  Recognize all utility-borne costs associated with the development of new resources:
iv.  Recognize all utility-borne costs, as well as avoided costs. associated with the retirement or modification of
existing resources.

2. Costs that the load-serving entity has incurred or committed prior 10 the commencement of the planning period
(including, but not limited to, existing plant balances. committed capital expenditures, and rate-based costs) shali not
be assessed in the Capacity Expansion Model unless they arc specifically avoidable through the procurement of new
assets or retirement or modification of existing assets.

3. The load-serving cntity shall use the Capacity Expansion Model to develop @ comprehensive set of resource plans 1o
include a wide variety of supply-side, energy efficiency. and demand responsc resources.

4, Supply-side resources shall include various options for carly retirement of existing power plants, for refurbishment
or repowering of existing power plants, and for deferral of new power plants where feasible.

5. Supply-side resources shall also include any changes in the transmission or distribution systems that accompany

o

generation resources or are necessary for the maintenance of system reliability.

6. Encrey efficiency and demand response resources shall include programs with a variety of different cost levels, in
order to assist in the identification of all cost-cffective encrgy und demand respond resources,

7. The load-serving entity shall incorporate any resource plans required by the Commission.

8. The load-serving entity shall provide a comprehensive discussion of any resource plans excluded from consideration
on the basis of reliability or viability.

9. Fach resource plan shall be designed to ensure that the load-serving entity complies with the Clean and Renewable
Energy Standard requirements of Article 18 of this Chapter.

Each of the resource plans resulting from the Resource Plan Development Madeling shall be subjected to sensitivity

analyses exploring a reasonable range of uncertainty in forceast assumptions. The purposc is to examine the robustness of

resource plans created in the optimization analysis (i.¢., how each plan affected by changes in the input assumptions). To

that end. the [RP shall include a compilation of the following analyses and plans:

1. Analyses to identify and assess crrors, risks, and uncertainties in the following, completed using methods such as

sensitivity analysis and probabilistic analysis:

i Demand forecasts;
ii. The cosls of demand management measures and power supply:
iii. The availability of sources of power:
v, The costs of compliznce with existing and expected environmental regulations:
V. Any analysis by the load-serving entity in anticipation of potential new or enhanced environmental reg-
ulations:
vi.  Changes in fuel prices and availability;
vii. Construction costs, capital costs, and operating costs: and
viii. Other factors the load-serving enrity wishes lo consider:
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A description and analysis of available means for managing the errors, risks, and uncertainties identified and ana-
Iyzed in subsection (b)(1). such as obtaining additional information. limiting risk exposure, using incentives, cre-
ating additional options, incorporating flexibility, and participating in regional generation and transmission projects;
and

3. A plan to manage the errors, risks. and uncertainties identified and analyzed in subsection (bH 1).

The load-serving entity shull select a Preferred Resource Plan from among the resource plans developed and evaluated in the
optimization and sensitivity analyses,

1. In selecting the Preferrcd Resource Plan, the load-serving entity shall use the minimization of the present value of
revenue requirements as the primary selection criterion.

2. The load-serving entity saall also consider other criteria. including but not limited to. system reliability: short-
and long-term risk: environmental impacts; transmission needs and implications: distribution needs und im-
plications; financial impacts on the load-serving entitics: opportunities to site renewable facilitics in commu-
nities where conventional generation has been retired: and the public interest. Where meeting these needs is
associated with quantifiuble costs, these costs shall be included in the calculation of the present value of rev-
enue requirements.

3. The IRP shall include detailed discussion of each of the above factors in support of its Preferred Resource Plan. The
load-serving entity may opt Lo choose a plan that is not the lowest cosl, provided that. in doing so. il presents a de-
tailed description of all the criteria and reasoning used to sclect the Preferred Resource Plan that is not the lowest
cost.



H. Caveats and Limitations: The IRP shall include an annotated list of key caveats and limitations of its analysis, including the impact of
uncertainty, the modeling mechanism, key regulatory and project exeeution assumptions, and costs. The purpose of this section is 10
illustrate the load-serving entity’s certainty with respect to the Preferred Resource Plan.

I Work Plan: No more than two (2) vears following a load-serving entity’s most recently-submitted IRP, the load-serving entity shall file
with Docket Control a work plan that includes:

1.

)

An outline of the contents of the IRP the load-serving entity is developing to be filed the following year as required under Section
R14-2-705(B):

The load-serving entity’s method for assessing potential resources:

The sources of the load-serving entity’s current assumptions and a plan to incomporate forecasts based on inpuls suggested by
stakeholders; and

An outline of how the load-serving entity plans to ensure significant stakeholder engagement, including the timing and extent of

public participation and advisory group meetings the load-serving entity intends to hold before completing and filing the resource

lan.
. a. The load-serving entity must provide for at least four meetings with stakeholders during the IRP development process for

the following purposes:
1. At the beginning. to collaborate on the planning approach, prioritics, and evaluation criteria:
2. Prior to extensive analysis, to discuss model input assumptions and analysis structure;
3. Post-analysis, to discuss the results and draw conclusions about the import of those results: and
1. After a final draft IRP has heen developed, to present findings and the resulting actions before it is filed with ACC.

b. The load-serving entity may provide additional meetings depending on the level of interest from stakeholders.

¢ In order to make these meetings effective. stakeholders must have access to the pertinent data, including modeling inpuls

and assumptions, if necessary under a reasonable non-disclosure agreement or protective order that effectively balances

the public’s right to access information with the utility’s interest in limiting access to confidential business information,

and the utilities should be prepared with the appropriate persennel and experts to answer questions. Throughout the

stakeholder engagement process, Lhe loud-serving entity must, at a minimum:

1. Solicit alternative modeling inpuls/parameters for alternative modeling runs: and

2. Respond to requested alternatives by either performing the runs or explaining why they chase not Lo perform the
requested runs.

d. Following euch meeting, the load-serving entity shall provide meetings minutes, or if possible a recarding, for future
reference by stakeholders and to ensure that the utility has future access to all relevant information or concerns raised
during the meetings. Such minutes or recording must provide enough information to make clear who (either which in-
dividual or organization) presented any given idea or suggestion during a meeting.

¢ The work plan shall describe and demonstrate that the stakcholder engagement process has been satisfied and will con-
tinue to be met throughout the IRP process;

J.  Action Plan: With its IRP, a load-serving entity shall include an action plan, based on the results of the resource planning process.

1)

9)

L

The purpose of the action plan is to specify implementation actions that need to be performed during the first five years of the
planning period as a result of the Preferred Resource Plan. The action plan is not intended to replace or modify additional resource
certification processes required by statute or other Commission rules and orders.

The action plan shall include, at a minimum:

a. Details on the intent and specific markers reguired to meet the load-serving entity's specific needs over the first five years
of the planning period.

1. The action plan shall identify the specific needs to be satisfied, but it must be technology neutral, location neutral,

and size neutral.

2. The purpose of the action plan is to facilitate in a subscquent all-source RFP consideration of demand-side resources

on equal footing as supply-side ones and must not be limited to “dispatchable™ resources,

b. A summary of actions on treatment of existing resources or future resource acquisitions that the load-serving entity be-
lieves may satisfy its defined future needs based on the Preferred Resource Plan. This should include & table of key ac-
tions in the first five years after acknowledgment of the IRP including. at a minimum, expected procurement processes
for supply-side resources and cnergy ¢fficiency, permitting requirements, construction activities, required studies, and
other significant events. Although such summary and table shall provide the load-scrving entity’s suggestions for specific
actions, the load-serving entity shall base its selection of specific resources on the results of an all-source RFP to satisfy
the needs identified in subsection (a) above.

1. The action plan shall cover intended acquisitions of demund-side, supply-side. transmission, distribution. and/or fuel
infrastructure resources: retirements and/or retrofits of existing generating resources: entrance into, renegotiation or
cessation of power purchase agreements: and any other resource commitments.

For euch action identified in the action plan, the IRP shall specify and provide:
I The expected calendar year and guarter in which the action will be commenced:
. The expected calendar year and quarter in which the action will be completed;

iii. Issuances of permits and other regulatory actions that are required in order for the action (o tuke place;

iv.  TFor any major cxpected resource acquisitions, retirements, retrofits, or power purchase agreements, the
action plan shall provide information on the cost of the option chosen and the plan for financing that op-
tion;
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V. The anticipated impact of the action on any relevant performance metrics established by the Commission:

and
vi. Any other information required by the Commission through resolution or order.

3. The action plan shall cover the five-year period following the Commission’s acknowledgment of the resource plan. Any given
action plan will remain in effeet until a new action plan is approved as part of a subsequent IRP proceeding or until the Commission
states otherwise,

4. The IRP shali provide a status updare on the implementation of the action plan in effect at the time of the filing of the IRP (or the
most recent action plan, if the filing of'a proposed IRP occurs after the expiration of any previous action plan). This status update
shall include the following:

a An itemized list of each element of the prior IRP action plan:

b. A description of the load-serving entity’s uctions taken to execute cach action item;

¢ Any changes lo date in the timeframe of expected commencement and completion, permitting or regulatory requirements,
or removal of the action item based on intervening events:

d. Any changes to permilling, engineering. or construction processes of major projects already in progress: and

e A description of the cause of any changes to the prior IRP action plan.

5. The action plan shall also provide an explanation, with supporting documentation. of the avoided cost calculation. An avoided cost
must be calculated for each year in the forecast period. The avoided cost calculation must reflect timing factors specific to the
resource under consideration such as project life and scasonal operation. Avoided costs shall include, but is not limited to, the
fallowing:

a. The avoided generating capacity cost adjusted for transmission and distribution losses and the rescrve margin require-
ment

b. The avoided transmission capacity cost

c. The avoided distribution capacity cost: and

d. The avoided operating cost. including fuel, plant operation and maintenance, spinning reserve, emission allowances, and
transmission and distribution operation and maintenance.

R14-2-707. Commission Review and Acknowledgement of Load-serving Entity Integrated Resource Plans
A, IRP Prefiling Process

1. Atleast one vear before the next IRP is due, the Commission may schedule one or more technical conferences Lo gather information
regarding the methodology and contents contemplated by the Joad-serving entity for its new IRP proposal.

a. In scheduling these technical conferences, the Commission may require a load-serving entity to provide specific infor-
mation regarding the development of the proposed IRP.

b. The Commission will set forth. in its orders scheduling the technical conferences, the process for the orderly presentation
of the information.

c. The purpose of these technical conferences is to provide an opportunity for the Commission to ensure a load-serving
entity’s IRP filing will reasonably comply with the requirements set forth in this Regulation and the analysis conducted
therein will be sufficiently robust so as to comply with public policy goals and meet Commission expectations as to the
quality of the analysis and information provided. These proceedings will also provide an opportunity for the load-serving
entity Lo seek clarifications from the Commission with regards lo complianee with the requirements set forth in this
Regulation.

d. The Commission may requirc a load-serving entity to address any issues it believes should be included in the IRP that are
not specifically set forth in these rules,

3. The load-serving entity shall, before serting assumptions on cost of particular resources, conduct an all-source Request for Infor-
mation (RFT), wherein the utility solicits open all-source bids for new energy, capacity, and grid services from markct participants,

A The resulting bids shall form a cohort of known new resource oprions with appropriate pricing and availability that shall
be used to inform assumptions and the cvaluation of resources within the IRP.

b. The RFI shall identify the specific needs to be satisfied, but it must be technology neulral, location neutral, and size
neutral. The RF1 shall consider demand-side resources one equal footing as supply-side ones and shall not be limited to
"dispatchable” resources.

1. B. Review by Staff Within three (3) months of the submission of a preliminary IRP, Staff shall file a report that contains its
analysis and conclusions regarding its statewide review and assessments of the load-serving entity’s IRP.

3. If a load-serving entity’s submission does not contain sufficient information to allow Staff to analyze the submission fully for
compliance with this Article, Staff shall request additional information from the load-serving entity, including the data used in the
load-serving entity's analyses.

3. Stall mey request that a load-serving entity complete additional analyses to improve specified components of the load-serving
entity's submissions and may request a technical conference with the load-serving in order to gather information regarding the
methodology and contents contemplated by the utility so that the Commission can asscss the quality and robusmess of the utility's
analysis.

C. Review by Commission: Within 9 months of the filing of a preliminary IRP, the Commission shall issue an order making the fol-

lowing speeific findings:

1z

Completion: The Commission shall determine whether the IRP is adequate as an informational document to atlow full and robust
review by stakeholders and the ACC and to facilitale consideration of the load-serving cntity's resource alternatives, If a
load-serving entity’s submission does not contain sufficicnt information to allow Staff 10 analyze the submission fully for com-
pliance with this Article, Staff or the Commission shall request additional information from the load-serving entity. including the



data used in the load-serving entity’s analyses. A determination of completeness or sufficiency as an informational document shall
not be construed as a ruling on the substance of the IRP.

2. Acknowledgement: The Commission shall issuc an order acknowledging, rejecting, or modifying a load-serving entity’s IRP in
whole or in part. The Commission will acknowledge components of the IRP if the Commission determines that the IRP, as amended
if upplicable. complies with the requirements of this Article and that the load-serving entity’s IRP is reasonable and in the public
interest. based on the information available 1o the Commission at the time and considering the following factors:

a. The IRP sufficiently analyzed the components provided under Section R14-2-706;

h. The total cost of electric energy services (the IRP should provide least-cost serviee),

c. The degree to which the factors that affect demand, including demand management, have been taken inte account;

d. The degree to which the IRP will minimize, 1o the extent practicable, adverse socioeconomic and environmental effects;

e The degree to which the IRP will enhance the urility’s ability to respond to financial, social, and technologicul changes
affecting ils operations;

: The degree to which supply alternatives, such as self gencration, have been taken into accounl;

-3 Uncertainty in demand and supply analyses, forecasts, and plans, and whether plans are sufficiently flexible to enable the
load-serving cntity to respond 1o unforescen changes in supply and demand factors:

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

i The reliability of the transmission grid:

J- The degree to which the IRP will limit the risk of adverse effeets on the utility and its customers from factors outside of
the utility’s control:

Kk The environmental impacts of resource choices and alternatives:

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

m. The degree to which the load-serving entity’s plan for future resources is in the best interest of its customers: and

n. T'he degree to which the load-serving entity’s IRP allows for coordinated efforts with other load-serving entities.

3, A load-serving entity may seck Commission approval of specific resource planning actions.

D. Procedure Before the Commission
1. Hearing: The Commission may hold a hearing or workshop regarding a load-serving entity's IRP. 1f'the Commission holds such a

hearing or workshop, the Commission may extend the deadline for the Commission to issue an order regarding acknowledgment

under subsection (C). Any public hearing shall be on the record and 2 transcript shall be made publicly available for future reference
by stakeholders and the load-serving entity.

Discovery: The Commission shall permit reasonable discovery by interested stakeholders during the prefiling process. afler an IRP

is filed. and during the hearing in order Lo assist parties and interested persons in obtaining evidence concerning the integrated

resource plan, including. but not limited to, the reasonableness and prudence of the plan and alternatives to the plan raised by in-
tervening partics. Data protected by 2 protective order shall not be submitted to Docket Control and will not bs open to public
inspection or otherwise made public except upon an order of the Commission entered after written notice to the loud-serving entiry.

Interested stakeholders shall have the opportunity to agree to reasonable terms of a protective order in order to guin access to

protected information.

3. Confidentiality and Protective Orders: Ifa load-serving entity believes that a data-reporting requirement may resuit in disclosure
of confidential business data or confidential electricity infrastructure information, the load-serving entity may submil (o Stall a
request that the data be submitted to Staff under a protective order. which request shall include an explanation justifving the con-
fidential treatment of the data.

4. Supplemental Information: A louad-serving entity or interested party may provide, for the Commission’s consideration, analyscs
and supporting data pertaining to ¢nvironmental impacts associated with the generation or delivery of ¢lectricity, which may in-
clude monetized estimares of environmental impacts thar are not included as costs for comphiance. 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. Similarly, if comments from interested stakeholders indicate additional information is
appropriate. Staff or the Commission may request such information from the load-serving entity.

5. Effect of Commission Acknowledgment: While no particular future ratemaking trearment is implied by or shall be inferred from
the Commission’s acknowledgment, the Commission shall consider a load-serving entity’s filings made under R14-2-706 when the
Commission evaluates the performance of the load-serving entity in subsequent rate cases and other proceedings. Although decisions
regarding whether to allow a utility to recover from ifs customers the costs associated with new resources may only be made in a rate
case proceeding, acknowledgment of an IRP is relevant o subscquent examination of whether a utility s resource investment is prudent
and should be recovered from ratepayers. Just as acknowledgement does not guarantee favorable ratemaking, @ decision to not
acknowledge an action item does not constitute a preliminary determination of impudence. The Commission can nevertheless consider
whether a load-serving entity has proceeded with an expenditure that has either been expressly rejected or otherwise not acknowledged
by the Commission when evaluating the performance of the load-serving entity in a subsequent rate case.
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R14-2-708. Update, Amendment, or Review to an Acknowledged IRPA load-serving entity may file an amendment (o an acknowledged
IRP if changes in conditions or assumptions neeessitate @ material change in the load-serving entity’s plan before the next IRP is due to be
filed. As soon as the load-serving entity anticipates a significant deviation from its acknowledged IRP, it must file an update / amendment
with the Commission unless the load-serving entity is within six months of filing its next IRP. This filing must meet the requirements set forth
in Seetion R14-2-706 of this rule.

A. Reasons that might warrant a load-serving entity 10 consider proposing an update / amendment include, but arc not limited to:




1. It anticipates submitting an application for a certificate to construct. purchase, or otherwise acquire a long=term supply-side or
demand-side resource that was not previously included as part of the current acknowledged IRP;

2. Itanticipates the need lo undertake a procurement process for a demand-side or supply-side resource that was not included as part of
the current acknowledged 1IRP:

3. Itexpects to make a Major Change to the IRP or the Action Plan before the filing of the next IRP proposal.

Notwithstanding paragraph (A). the Commission shall have the authority to require a load-serving entity 1o file an update, amendment,

or review to the acknowledged IRP. should it determine that conditions warrant such action.

If the load-serving entity requests Commission acknowledgzement of proposed changes to the action plan contained in its acknowledged

IRP:

1. The load-serving entity must file its proposed changes with the Commission and present the results of its proposed changes Lo the
Commission at a public meeting prior to the deudline for written public comment: and

2. Commission staff and parties must file any comments and recommendations with the Commission and present such comments and
recommendations to the Commission at a public meeting within six months of the load-serving entity’s filing of its request for
acknowledgement of proposed changes; and

3. The Commission may provide direction to an energy utility regarding any additional analyses or actions that the utility should
undertake in its next IRP.

D. The filing of an IRP update docs not relieve a load-serving entity from its obligation to file a new, complete IRP every three (3) vears.
R14-2-709.  Procurement

A

D.

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 trunsactions:

Purchase through a third-party online truding system;

Purchase from a third-party independent energy broker;

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

Rilateral contract with a non-affiliated entity:

Rilateral contract with an affiliated entity, provided that non-affiliated entities were provided notice and an opportunity 1o compete

against the affiliated entity’s proposal betore the transaction was execured: and

. Any other competitive procurcment process approved by the Commission.

Any RFP shall seck to satisfy a load-serving entity’s basic needs, as defined in the action plan, rather than define a specific technology or

source. As such, an RFP shall be technology neutral, location neutral (any unit that can deliver energy/capacily into the particular zone

even if not located there should be permitted to compete), except that preference shall be given to renewable resources sited in com-
munities where conventional generation has been retired, and size neutral. ‘The RFP shall consider demand-side resources one equal
footing as supply-side ones und shall not be limited to "dispatchable” resources.

A load-serving entity shall use an RFP process as ils primary acquisition process for the wholesale acquisition of energy and capacity,

unless one of the following exceptions applies:

1. The load-serving entily is experiencing an emergency:

2. The load-serving entity needs to make a short-term acquisition to maintain system reliability;

3. The load-serving entity needs (0 acquire other components of energy procurement, such as fuel, fuel transportation, and transmis-
S10n projects:

4. The load-serving entity’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 ata clear
and significant discount, compared to the cost of acquiring new generating facilities, and will provide unique value to the
load-serving entity’s customers:

6. The transaction is necessary for the load-serving ¢nlity 1o 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.

A load-serving entity shall engage an independent monitor to oversee all RFP processes for procurement of néw resources.

Yo =
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R14-2-7010. Independent Monitor Selection and Responsibilities

A.

B.
C.
D.

When # load-serving entity contemplates engaging in an RFP process, the load-serving entity shall consult with Stafl regarding the
identity of companies or consultants that could serve as independent monitor for the RFP process.

After consulting with Staff. a load-serving cntity shall create a vendor list of three Lo five candidates o serve as independent monitor and
shall file the vendor list with Docket Control to allow interested persons time to review and file objecrions 1o the vendor list,

An interested person shall file with Dacket Control, within 30 days after a vendor list is filed with Docket Control, any objection that the
interested person may have to a candidate’s inclusion on a vendor list.

Within 60 days after a vendor list is filed with Docket Control, Staff shall issue a notice identifying each candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. In making its determination,
Sraff shall consider the experience of the candidates, the professional reputation of the candidates, and any ohjections filed by interested
persons.

A load-serving entity that has completed the actions required by subsections (A) and (B) to comply with a particulur Commission
Decision is deemed to have complied with subscctions (A) and (B) and is not required to repeat those actions.

A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP processes any of the
candidates identified in Staff’s notice.

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



J

K.

A load-serving cntity is responsible for paying the independent monitor for its services and may charge a reasonable bidder’s fee to each
bidder in the RI'P 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 @ subsequent rate cuse. The
Commission shall use its discretion in determining whether to allow the cost to be recovered through cuslomer rates.

One week prior to the deadline for submitting bids. a load-serving entity shall provide the independent monitor 2 copy of any bid pro-
posal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity’s
bid proposal and any benchmark or reference cost so that they arc inaccessible to any bidder, the load-serving entity, and any entity
affiliated with the load-serving entity.

The independent monitor and load-serving entity must prov ide an opportunity for public review of a summary of each project proposal
and for public comment on proposed bid ranking.

Upon Staff's request, the independent monitor shall provide status reports to Staff throughout the RFP process.




TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 18. CLEAN AND RENEWABLE ENERGY STANDARD

Section
R14-2-1801. Definitions
R14-2-1802. Clcan Energy Requirement

R14-2-1803. Eligible Renewable Energy Resources
R14-2-1804. Renewable Enerey Credits

R14-2-1805. Annual Renewable Energy Requirement
R14-2-1806. Distributed Renewahle Energy Requirement
R14-2-1807. Tarifl

R14-2-1808. Customer Self-Directed Renewable Energy Option
R14-2-1809. Uniform Credit Purchase Program

R14-2-1810. Net Metering and Interconnection Standards
R14-2-1811. Renewable Energy Standard Compliance Reports
R14-2-1812, Renewable Energy Standard Implementation Plans
R14-2-1813. Electric Power Cooperatives

R14-2-1814. Enforcement and Penalties

R14-2-1815. Waiver from the Provisions of this Article

R14-2-1801. Definitions

1.
2.
3.

“Affected Utility™ means @ public service corporation serving retail electric load in Arizona, but excluding any Utility

Distribution Company with more than half of its customers located outside of Arizona.

“Annual Renewable Energy Requirement™ means the portion of an Affected Utility’s annual retail electricity sales that must

come {rom Eligible Renewable Energy Resources.

“Arizona Dedicated Generation™ means the energy produced from Dedicated Generation, adjusted as follows:

a. Il that generation produces more energy in a year than the Affected Utility’s Arizona load, then Arizona Dedicated
Generation is the sum of all renewable energy from Dedicated Generation, plus the energy from the remaining Dedicated
Generation proportionately reduced by multiplying the energy produced from each generator times the ratio of 1) the
Arizona load reduced by the energy produced by the renewable energy Dedicated Generation, to 2) the total megawatt-
hours produced from the remaining (non-renewable) Dedicated Generation,

b. If that generation produces less energy in a year than the Affecred Utility's Arizona Load, power purchases by the
Affected Utility that are not Dedicated Generation, but are needed to meet the Affected Utility’s Arizona Load during
the applicable calendar year, shall be considered Dedicated Generation with an ¢mission rate equal to the Unspecified
Power Rate.

“Arizona l.oad” means the megawatt-hours of electricity during a year that an Affected Utility sells to its Arizona retail

customers, plus line losses, minus load that has Renewable Encrgy Resources dedicated to serve a particular customer,

provided thar the particular customer retains the Renewable Energy Credits or the Renewable Energy Credits are retired on
their behalf' by the Affected Utility as a part of @ voluntary progrum, product, or sales. and are not used for compliance with
any law or regulation in any jurisdiction.

“Base period emissions” means the average annual metric tons of carbon-dioxide that the Affected Utility emitted into the

atmosphere from its Arizona Dedicated Generation during a consecutive three-calendar-year period of 2016 1o 2018.

“Clean Energy Credit,” or "CEC™ means an instrament, in @ physical or ¢lectronic format approved by the Commission that

represents, for every gigawatt-hour produced by Arizona Dedicated Generation in a year, each metric ton of carbon-dioxide

emissions less than one thousand. For any electric generating facility that is awarded Rencwable Energy Credits associated
with its electricity production, emissions of less than one-thousand metric tons per gigawatt-hour will only be recognized in
the base period emissions determination, and in the award of Clean Energy Credits during a compliance period. if the

Renewable Energy Credit associated with that production has been or will be retired by the Affected Utility, and has not and

will not be retired for voluntary renewable energy sales or programs. The emission rate for energy from Renewable Enerpy

Resources without Renewable Energy Credits that meet this requirement shall equal the applicable Unspecified Power

Emission Rate.



10.
1L

12,

13.

14,

15.

16.
17.
18.
19.

20.

21

22.

“Clean Energy Resource™ means an energy resource that operates with zero net Emissions.

“Commission” means the Arizona Corporation Commission.

“Community Distributed Generation” means a rencwable generation facility that is located in the service territory of an
Affected Utility where the beneficial use of the electricity generated by the fucility is attributed to the subscribers, There shall
be at least ten subscribers and the facility shall have a capacity of no more than 10 MW, The owner of the community
distributed generation facility may be the Affected Utility or any other for-profit or non-profit entity or organization. including
a subscriber organization that contracts to sell the output from the community distributed generation fucility to the Affecred
Ulility.

“Conventional Energy Resource”™ means an energy resource that is non-renewable in nalure. such as narural gas, coal, oil, and
uranium, or electricity that is produced with crergy resources that are not Renewable Energy Resources.

“Customer Self-Directed Renewable Encrgy Option™ means a Commission-approved program under which an Eligible
Customer may self-direct the usc of its allocation of funds collected pursuant to an Affected Utility's Tarift.

“Dedicated Generation™ means electric energy production capacity that is assigned to the Affected Utility for Arizona
ratemaking purposes, and that is ¢ither owned by the Affected Utility or a corporate affiliate, or committed to the Affected
Utility or a corporate affiliate pursuant to an agreement of five years or longer thal specifics the particular generation resource
from which the energy comes, less any such capacity sold by the Affected Utility pursuant to an agreement of five vears or
longer that specifics the particular generation resource from which the energy comes, and less any renewable energy capacity
committed to a particular customer or a voluntary renewable energy purchase program.

“Distributed Generation™ means electric gencration sited at a customer premises, providing electric energy to the customer
load on that site or providing wholesale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distribution substation service arcas. The generator size and transmission needs shall be such that the
plant or associated transmission lines do not require a Certificate of Environmental Compatibility from the Corporation
Commission,

“Distributed Renewable Encrgy Requirement” means a portion of the retail kilowatt-hours sold by an Affected that must be
met with production derived from resources that qualify as Distributed Renewuble Encrgy Resources pursuant to R14-2-
1803(B).

“Distributed Solar Electric Generator™ means electric generation sited at a customer premises, providing electric energy from
solar electric resources to the customer load on that site or providing wholesale capacity and energy to the local Utility
Distribution Compuny for usc by multiple customers in contiguous distribution subslalion service arcas. The generator size
and transmission nceds shall be such that the plant or associated transmission lines do not require a Cerificate of
Environmental Compatibility from the Corporation Commission.

“Eligible Customer™ means an entity that pays Tariff funds of at least $25.000 annually for any number of related accounts or
services within an Affected Utility’s service area.

“Emissions”™ means carbon-dioxide (CO2) emitied into the atmosphere.

“Gigawatt-hour™ means one thousand megawatt-hours or one million kilowatt=hours,

“Green Pricing” means a rate option in which a customer clects to pay a tariffed rate premium for electricity derived from
Eligible Renewable Energy Resources.

“Market Cost of Comparable Conventional Generation™ means the Affected Utility's energy and capacity cost of producing
or procuring the incremental cleetricity that would be avoided by the resources used to meet the Annual Renewable Energy
Requirement, taking into account hourly, scasonal, and long-term supply and demand circumstances. Avoided costs include
any avoided transmission and distribution costs and any avoided environmental compliance costs.

“Net Billing™ means a system of billing a customer who installs an Eligible Renewable Energy Resource generator on the
customer's premises for retail electricity purchased at retail rates while crediting the customer’s bill for any customer-
generated electricity sold to the Affected Utility at avoided cost.

“Net Metering™ means a system of metering cleetricity by which the Affected Urtility credits the customer at the full retail rate
for each Kilowatt-hour of electricity produced by an Eligible Renewable Energy Resource system installed on the customer-
generator’s side of the electric meter, up to the otal amounr of electricity used by that customer during an annualized period,
and which compensates the customer-generator at the end of the annualized period for any excess credits al a rate equal Lo the
Affected Utility’s avoided cost of wholesale power. The Affected Utility does nol charge the customer-gencrator any
additional fees or charges or impose any equipment or other requirements unless the same is imposed on customers in the
same rate class that the customer-generator would qualify for if the customer-generator did not have generation equipment,
“Renewable Energy Credit™ means the unit created to track kWh derived from an Eligible Renewable Energy Resource or
kWh equivalent of Conventional Encrgy Resources displaced by Distributed Renewable Energy Resources,

“Renewable Energy Resource™ means an cucrgy resource that is replaced rapidly by a natural, ongoing process and that is not
nuclear or fossil fuel.

“Tariff" means a Commission-approved rate designed (o recover an Affected Utility’s reasonable and prudent costs of
complying with these rules.

“Unspecified Power Emission Rate™ means the metric tons of CO2 per megawatt-hour identified in the Environmental
Protection Agency’s ¢GRID reports for the North American Electric Reliability Council (NERC) sub-region from which the
power was procured, For calculating base period emissions, 2016 shall be used for 2016 through 2018. For compliance periods,
the most recent ¢GRID reports shall be used. In 2016 the ¢GRID AZNM sub-region rate was 0.474 mT/MWh, the ¢GRID
NWPP sub-region rate¢ was 0.295 mT/MWh, and the eGRID CAMX sub-region rate was (.240 m1/MWh,



27. “Utility Distribution Company™ means a public service corporation that operates, constructs, or maintains a distribution system
for the delivery of power to retail customers.

28. “Wholesale Distributed Generation Component™ means non-utility owners of Eligible Renewable Energy Resources that are
located within the distribution system and that do not require a trunsmission line over 69 kv to deliver power at wholesale 10
an Affected Utility to meet its Annual Renewable Energy Reguirements,

R14-2-1802. Clean Energy Requirement
A. Clean Energy Standard

[

An Affected Utility shall emit no more than its base period emissions in 2020, shall emit no more that ninety-six percent
of'its base perivd emissions in 2021, and shall continue to reduce its base period emissions by an additional four percent
each year thercafter until January 1. 2045. For calendar year 2045 and thereafter emissions shall remain fixed at zero.
Euach Affected Utility shall demonstrate compliance with the limitations of subsection (1) by the certified retirement of
Clean Energy Credits (CECs). An Affected Utility shall first present and retire CECs on or before July 1, 2023 for
compliance in the 2020 through 2022 periods, and shall retire CECs every three years thereafter for compliance during
that intervening three calendar year period. The Commission will certify the retirement of CECs and otherwise assure
compliance with this rule. If an Affected Utility retires an insufficient number of credits at the end of a compliance
period, it shall satisfy that deficiency by retiring 125 percent of the deficiency on or before July 1 of the year following
the end of the next three-year compliance period. An Affected Utility may not exercise this deficiency provision in any
wo consecutive compliance periods.
To demonstrate compliance, an Affected Utility shall retire one CEC per vear for each megawatt-hour of its Arizona
Load in that year, less the numbcer of metric tons of its base period emissions reduced by the percentage required in that
vear under subsection 1. Specifically, at the end of each compliance period, the Affected Utility will retire the cumulative
CECs required for euch year of that period. In each vear, the CEC retirement obligation cquals the amount expressed by
the following cquation:
CEC,peirea = Ly — Ep(1 = Ry)

¥ - year (2020, 2021...)

Ly = utility Arizona load (MWh) plus line losses in y. multiplicd by 1.0 metric ton per MWh

Eb = basc period emissions

Ry = the reduction required in y (e.g. 0.00 in 2020, 0.04 in 2021, 0.08 in 2022...)

B. Clean Energy Credits

o]

The Commission will provide an Aftected Utility one CEC each calendar year commencing in 2020 for each metric ton
less than one thousand metric tons that it emits from its Arizona Dedicated Generation, for every gigawatt-hour produced
by that generation in that year. The Commission will make this award hy June 1 of the following year.

CECs may be sold, traded or otherwisce transferred to any person, do not expire. and may be used at any time unless and
until they are retired for compliance with this rule or another rule requiring carbon-dioxide reductions in another
jurisdiction. Upon application by an Affected Utility, the Commission may allow credits, allowances, or other
instruments from another jurisdiction or economic sector that has a program to require comparable and systematic
reduction of carbon-dioxide emissions over time, and that accepts CECs into its program, to be used for compliance in
Arizona,

C. Compliance Procedures

On or before July 1, 2020, cach Affected Utility shall file with the Commission a verified statement of its base period
cmissions. That statement shall include work-papers, supporting evidence, and documentarion. The statement shall also
either include Arizona Department of Environmental Quality verification that the CO: emissions identified by the
Affected Utility are correct and consistent with those reported to the Environmental Protection Agency's Greenhouse
Gas Reporting program, per CFR Part 98, or an cxplanation of why that certification could not be obtained. This filing
shall be served on all partics to the Affected Utility’s last rate case, and notice of the filing shall be published in a
newspaper or newspapers of general circulation in the Affected Utility’s service area. If no protest to the statement is
filed with the Commission within thirty (30) days of notice of the statement, it shall be deemed approved. If a protest is
filed, thc Commission will ¢stablish a procedure to determine by December 1, 2020 the appropriate base period emissions
for the Affected Utility, Once established, the determination of base period emissions shall not be changed.
On or before April 1st of each calendar yeur commencing in 2021, each Aftected Utility shall file with the Commission
a verified stalement of its entitlement to CECs for the prior calendar vear, along with work-papers and other
documentation supporting that starement. The statement shall also either include Arizona Department of Environmental
Quality verification that the CO: cmissions reported by the Affected Utility are correct und consistent with those reported
to the Envirommental Protection Agency's Greenhouse Gas Reporting program, per CFR Part 98, or an explanation of
why that certification could not be obtained. This filing shall be served on all parties to the Affected Utility’s last rate
case. and notice of the filing shall be published in a newspaper or newspapers of general circulation in the Affected
Utility's service aren, The Affected Utility may develop an Excel-based credit tracking and information system to assist
in fulfilling this requirement. This filing shall include:

a.  Information to establish the Affected Utility's entitlement to CECs based on the production and emissions from

the Affected Utility’s Arizona Dedicated Generation:
b, aproposed format for the issuance of credits; and



¢. an accounting and reconciliation of all credits that the Affected Utility has been awarded, has transferred, has
banked, and has retired for compliance.
If no protest to the statement is filed with the Commission within thirty (30) days ol notice of the filing, the Commission
may immediately award the requested number of eredits in the format proposed by the Affected Ulility or another format
determined by the Commission. If a protest is filed, or if the Commission determines that further inquiry is appropriate,
it will establish a procedure to determine and award by September 1 of that same year the correct number of CECs.

D. Clean Energy Standard Advisory Committee
An advisory committee of no more than seven (7) members is established, to be chaired by a designee of the Commission,
and to include a representative from an investor-owned utility, @ rural electric cooperative, a consumer advocute, and an
environmental advocate. The Advisory Committee will provide guidance for the implementation of the rule and will consider
at least the following issues during its pendency:

a.  Potential refinements or improvements to the rule;

b. Outreach opportunities to share experience with the rule with policymakers and others:

¢.  Refinements to the CEC amounts awarded for electric vehicles as their use expands and vehicle and gencration
technology advances;

d. Exchangeability of CECs with allowances, credits, or other similar instruments from other carbon-dioxide or
greenhouse gas reduction programs; and

¢.  Capacity of the rule 1o satisfy and comply with existing or future requirements of law.

The Advisory Committee shall report to the Commission no less frequently than every three years, and shall issue a final
report and disband on January 1. 2030,
R14-2-1803, Eligible Renewable Energy Resources

A. “Eligible Renewable Energy Resources” are upplications of the following defined technologics that displace Conventional
Energy Resources that would otherwisc be used to provide electricity to an Affected Utility’s Arizona customers:

Ao

o %

“Biogas Electricity Generator” is a gencrator that produces electricity from gases that are derived from plant-derived
organic matter, agricultural food and feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes, or
wastewater treatment facilitics using anacrobic digestion.
“Biomass Electricity Generator” is an electricity generator that uses any raw or processed plant-derived organic matter
available on a sustainable and renewable basis and that has zero net life-cycle emissions, including: dedicated energy
crops and trees; ugricultural food and feed crops: agricultural crop wastes and residues; wood wastes and residucs,
including landscape wuste, right-of-way tree trimmings, or small diameter forest thinnings that are 6" in diamerer or less:
dead and downed forest products; aquatic plants; animal wastes; other vegetative wasle materials; non-hazardous plant
matter waste material that is scgregated from other waste; forest-related resources, such as harvesting and mill residue,
pre-commercial thinnings, slash. and brush; miscellaneous waste, such as waste pellets, crates, and dunnage; and recycled
paper fibers that are no longer suitable for recycled paper production, but not including painted, treated, or pressurized
wood. wood contaminated with plastics or metals, tires, or recyclable post-consumer waste paper.

“Distributed Renewable Energy Resources” as defined in subsection (B).

“Eligible Hydropower Facilities™ are hydropower generators that were in existence prior to 1997 and that satisfv one of

the following two criteria:

a.  New Increased Capacity of Existing Hydropower Facilities: A hydropower facility that increases capacity due to
improved technological or operational efficiencies or operational improvements resulting from improved or
modified turbine design, improved or modified wicket gate assembly design, improved hydrological flow
conditions, improved gencrator windings, improved electrical excitation systems, increases in transformation
capacity, and improved system control and operating limit modifications. The electricity kWh that are cligible to
meet the Annual Renewable Encrgy Requirements shall be limited to the new, incremental kWh output resulting
from the capacity increase that is delivered to Arizona customers to meet the Annual Renewable Energy
Requirement.

b. Generation from pre-1997 hydropower facilitics that is used to firm or regulate the output of other cligible,
intermittent renewable resources. The electricity kWh that are cligible to meet the Annual Renewable Energy
Requirements shall be limited to the kWh actually generated to firm or regulate the output of eligible intermittent
Renewahle Energy Resources and that are delivered to Arizona customers to meet the Annual Renewable Energy
Requirements.

“Fuel Cells that Use Only Renewable Fuels™ are fuel cell electricity gencrators that operate on renewable fuels, such as

hydrogen created from water by Eligible Renewable Energy Resources, Hydrogen created from non-Renewahle Fnergy

Resources. such as natural gas or petrolcum products, is not a renewable fuel.

“Geothermal Generator” is an clectricity generator that uses heat from within the earth’s surface to produce clectricity,

“Hybrid Wind and Solar Electric Generator™ is o system in which a Wind Generator and a solar clectric generator are

combined to provide electricity.

“Landfill Gas Generator” is an clectricity generator that uses methane gas obtained from landfills to produce electricity,

“New Hydropower CGenerator of 10 MW or Less™ is a generator, installed after January 1. 2006, that produces 10 MW

or less und is either:

a. A low-head, micro hydro run-of-the-river system that does not require any new damming of the flow of the stream;
or



b.  An cxisting dam that adds power generation equipment without requiring a new dam, diversion structures, or a
change in water flow that will adversely impact fish, wildlife, or water quality: or
¢.  Generation using canals or other irripation systems.

10. “Solar Electricity Resources™ use sunlight to produce electricity by either photovoltaic devices or solar thermal ¢lectric
resources.

11. “Wind Generaror” is a mechanical device that is driven by wind to produce clectricity.

“Distributed Renewable Encrgy Resources™ are Community Distributed Generation as defined in section R14-2-1801(9) or

applications of the following defined technologies that are located at a customer’s premises and that displace Conventional

Energy Resources that would otherwise be used to provide electricity to Arizona customers:

1. “Biogas Electricity Generator,” “Biomass Electricity Generator.” “Geothermal Generator,” “Fuel Cells that Use Only

Renewable Fuels,” “New Hydropower Generator of 10 MW or Less.” or “Solar Electricity Resources,” as each of those

terms is defined in subsections (AN 1), (AN2). (ANS). (AN6). (A)9). and (A)(10).

“Biomass Thermal Systems™ and “Biogas Thermal Systems™ are systems which use fuels as defined in subsections (A)(1)

and (A)(2) to produce thermal energy and that comply with Environmental Protection Agency Certificution Programs or

are permitted by state, county, or local air quality authorities. For purposes of this definition “Biomass Thermal Systems™
and “Biogas Thermal Systems™ do not include biomass and wood stoves, furnaces, and fireplaces.

3. “Commercial Solar Pool Heaters” are devices that use solar energy to heat commercial or municipal swimming pools.

4. “Geothermal Space Heating and Process Heating Systems™ are systems that use heat from within the earth’s surface for

space heating or for process heating.

“Renewable Combined Heat and Power System™ is a Distributed Generation system, fucled by an Eligible Renewable

Energy Resource, that produces both electricity and useful renewable process heat. Both the electricity und renewable

process heat may be used to meet the Distributed Renewable Encrgy Requirement.

6. “Solar Daylighting™ is the non-residential application of a device specifically designed to capture and redirect the visible
portion of the solar beam, while controlling the infrared portion, for use in illuminating interior building spaces in licu of
artificial lighting,

7. “Solar Heating, Ventilation, and Air Conditioning™ (*HVAC™) is the combination of Solar Space Cooling and Solar
Space Heating as part of one system.

8. “Solar Industrial Process Heating und Cooling™ is the use of solar thermal energy for industrial or commercial
manufacturing or processing applications,

9. “Solar Space Cooling” is a technology that uses solar thermal energy absent the generation of electricity to drive a
refrigeration machine that provides for space cooling in a building.

10. “Solar Space Heating” is a method whereby a mechanical system is used to collect solar energy to provide space heating
for buildings.

11. “Solar Water Heater” is a device thal uses solar energy rather than electricity or fossil fuel to heat water for residential,
commercial, or industrial purposes.

12. “Wind Generator of 1 MW or Less™ is @ mechanical device, with an output of 1 MW or less, that is driven by wind to
produce electriciry.

Except as provided in subsection (A)(4), Eligible Renewable Energy Resources shall not include facilities installed before

January 1, 1997.

The Commission may adopt pilot programs in which additional technologies are established as Eligible Rencwable Encrgy

Resources or Distributed Renewable Energy Resources. Any such additional technologies shall be Renewable Energy

Resources that produce electricity, replace electricity generated by Conventional Encrgy Resources, or replace the use of fossil

fuels with Renewable Energy Resources. Energy storage technology thar facilitates the integration of Renewable Energy

Resources shall be eligible for these pilot programs. Energy conservation products, energy management products, energy

efficiency products, or products that use non-renewable fuels shall not be eligible for these pilot programs.

)

N

R14-2-1804. Renewable Energy Credits

A.
B.

C.

One Renewable Energy Credit shall he created for each kWh derived from an Lligible Renewable Energy Resource.

For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for cach 3,415 British Thermal
Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating and Cooling System, Solar Space
Cooling System, Biomass Thermal System, Biogas Thermal System, or a Solar Space Heating System.

An Aflected Utility may transfer Renewable Energy Credits to another party and may acquire Renewable Energy Credits from
another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from which it
was derived unless specifically transferred.

All transfers of Renewable Energy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of R14-2-1803.

Any contract by an Affected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transfer of rights concerning both energy and Renewable Energy Credits.

Except in the case of Distributed Renewable Energy Resources, Affected Utilities must demonstrate the delivery of energy
from Eligible Renewable Energy Resources to their retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver energy from Eligible Renewahle Energy Resources to the Affected
Utility's system, if transmission is required, or that the appropriate control area operators scheduled the energy from Eligible
Renewable Energy Resources for delivery to the Affected Utility's system,



R14-2-1805. Annual Renewable Energy Requirement

A,

In order to ensure reliable electric service ar reasonable rates, cach Affected Utility shall be required to satisfy an Annual
Renewable Energy Requirement by obtaining Renewable Energy Credits from Eligible Renewable Encrgy Resources.

B. An Affected Utility's Annual Renewable Energy Requirement shall be calculated each calendar year by applying the following
applicable annual percentage to the retail kWh sold by the Affected Utility during that calendar year:
2006 1.25%
2007 1.50%
2008 1.75%
2000 2.00%
2010 2.50%
2011 3.00%
2012 3.50%
2013 4.00%
2014 4.50%
2015 5.00%
2016 £.00%
2017 7.00%
2018 8.00%
2019 9.00%
2020 12.(0%
2021 14.00%
2022 16.00%
2023 20.00%
2024 24.00%
2025 28.00%
2025 28.00%
2026 32.00%
2027 36.00%
2028 40.00%
20129 45.00%
2030 and 50.00%
after
The annual increase in the annual pereentage for cach Affected Utility will be pro rated for the first year based on when the
Affected Utility's funding mechanism is approved.
C. An Affected Utility may use Renewable Energy Credits acquired in any year to meet its Annual Renewable Energy
Reguirement.
D. Oncea Renewable Energy Credit is used by any Affected Utility to satisty these requirements, the credit is retired and cannot
be subseguently used to satisfy these rules or any other regulatory requirement
E. Ifan Affected Ulility trades or sells environmental pollution reduction credits or any ather énvironmental artributes associated
with kWh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable Energy Credits
derived from that same kKWh o satisly the requirements of these rules.
F. An Affected Utility may ask the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Energy Resources.
R14-2-1806. Distributed Renewable Energy Requirement
A. In order to improve system reliability, each Affected Utility shall be required to satisfy a Distributed Renewable Energy
Requirement by measuring praduction from Distributed Renewable Energy Resources.
B. An Affected Utility's Distributed Renewable Energy Requirement shall be calculated cach calendar year by applying the

following applicable annual percentage to the retail kWhs sold by the Affected Utility during that calendar year, with the
addition of measured production from Distributed Renewable Energy Resources that is produced and consumed behind the
meter:

2020 4.0%

2021 4 8%

2022 5.2%



D.

E.

2023 5.8%

2024 6.4%
2025 T0%
2026 T.6%
2027 82%
2028 8.8%
2029 9.4%
2030 10.0%

C. Production from Distributed Renewable Energy Resources will be measured for compliance with this requirement based
on dedicated production meters installed by the AfYected Utility at the customer’s premise.

Distributed Renewable Encrgy Resources that are not Community Distributed Generation must have a nameplate capacity of
S0KW-DC or less to be counted toward compliance with the Distributed Renewable Energy Requirement.

An Affected Utility may satisfy no more than 10 percent of its annual Distributed Renewable Energy Requirement from
Community Distributed Generation owned by the Affected Utility.

R14-2-1807. Tarifl

A.

E.

Within 60 days of the effective date of these rules, each Affected Urility shall file with the Commission a Tariff in substantially

the same form as the Sample Tariff set forth in these rules that proposes methods for recovering the reasonable and prudent

costs of complying with these rules. The specific amounts in the Sample Tariff are for illustrative purposes only and Affected

Utilities may submit, with proper support, Tarift filings with alternative surcharge amounts.

The Affected Utility's Tariff filing shall provide the following information:

1, Financial information and supporting data suflicient to allow the Commission to determine the Affected Urtility’s fair
value for purposes of cvaluating the Affected Utility's proposed Tariff. Information submitted in the format of the Annual
Report required under R14-2-212(C)4) will be the minimum information necessary for filing a Tariff application but
Commission Staff may request additional information depending upon the type of Tarift filing that is submitted:

2. A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Affected Uitility’s
reasonable and prudent costs of complying with these rules:

3. Data to support the level of costs that the Affected Utility contends will be incurred in order to comply with these rules;

4, Dara to demonstrate that the Affected Utility's proposed Tariff is designed to recover only the costs in excess of the
Marker Cost of Comparable Conventional Generation: and

5. Any other information that the Commission believes will be relevant to the Commission’s consideration of the Tariff
filing.

The Commission will approve. modify. or dery a Tariff proposed pursuant to subsection {A) within 180 days after the Tariff

has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause. The

Affected Utility’s Annual Renewable Energy Requirement, as set forth in R14-2-1805(B), and Distributed Renewable Energy

Requirement, as set forth in R14-2-1806(B). will be effective upon Commission approval of the TarifY filed pursuant to this

Section.

If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy Requirements.

the Affected Utility may file a request to reset its adjustor mechanism in licu of a Tarill pursuant o subsection (A). The

Affected Utility's filing shall provide all the information required by subsection (B). except that it may omit information

specifically related to the fair value determination. The Affected Utility’s Annual Renewable Energy Requirement, as set forth

in R14-2-1805(R), and Distributed Rencwable Energy Requirement, as sct forth in R14-2-1806(B). will be effective upon

Commission approval of the adjustor mechanism rate filed pursnant to this Section.

An Affected Utility may file a rate case pursuant to R14-2-103 in lieu of a Taritt pursuant to subsection (A). The Affected

Utility's filing shall provide all information required by subsection (B).

For Eligiblc Renewable Energy Resources acguired by an Affected Utility after January 1, 2020, the Affected Utility shall

recover the costs of those Eligible Renewable Energy Resources by the same method as the Affected Utility recovers its costs

for Conventional Energy Resources.

R14-2-1808. Customer Self-Directed Renewable Energy Option

A.

c:

By January 1, 2007, each Aftected Utiliry shall file with Docket Control a Tariff by which an Eligible Customer may apply o
an Affected Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Customer pursuant to this Tariff may not exceed the amount annually paid by the Eligible Customer pursuant to the
Affected Utility’s Tariff.

An Eligible Customer secking (o participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at least half of the funding necessary to complete the project described in its application.

All Renewable Energy Credits derived from the project shall belong to the Affected Utility.

R14-2-1809. Uniform Credit Purchase Program

A,

The Director of the Utilitics Division shall establish a Uniform Credit Purchase Program working group, which will study
issues related to implementing Distributed Renewable Energy Resources. The working group shall address the consumer
participation process, budgets, incentive levels, eligible technologies, system requirements, installation requirements, and any



other issucs that are relevant to encouraging the implementation of Distributed Renewable Energy Resources, No later than
March 1, 2007, the Dircctor of the Utilitics Division shall file a staff report with recommendations for Uniform Credit Purchase
Programs,

B. No later than July 1, 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval.
R14-2-1810. Net Metering and Interconnection Standards

The Commission Staff shall host a scrics of workshops addressing the issues of rate design including Net Metering and
interconnection standards, Upon completion of this task, and the adoption of rules or standards, if appropriate, cach Affected Utility
shall file conforming Net Metering tariffs and interconnection standards in Dacket Control.

R14-2-1811. Renewable Energy Standard Compliance Reports

Al

Beginning April 1, 2007, and every April Ist thereafler, cach Affected Utility shall file with Docket Control a report that
describes its compliance with the requirements of these rules for the previous calendar year and provides other relevant
information. The Affected Utility shall also transmit to the Dircctor of the Utilities Division an electronic copy of this report
that is suituble for posting on the Commission's web site.

B. The compliance report shall include the following information:

1. The actual kWh of energy produced within its service territory and the actual kWh of encrgy or cquivalent obtained from
Eligible Renewable Energy Resources, differentiating between KWhs for which the Affected Utility owns the Renewable
Energy Credits and kWhs produced in the Affected Utility’s service territory for which the Affected Utility dogs not own
the Renewable Energy Credits;

2. The actual KWh of energy obtained from Distributed Renewable Energy Resources;

3. The KWh of energy or equivalent obtained from Eligible Renewable Energy Resources normalized to reflect a full year's
production:

4. The kWh of cnergy obtained from Distributed Renewable Encrgy Resources normalized to reflect a full year's
production:

5. 'The kW of generation capacity, disaggregated by technology rype:

6. Cost information regarding cents per actual kWh of energy obtained from Eligible Renewable Encrgy Resources and
cents per KW of generation capacity. disaggregated by technology type:

7. A breakdown of the Renewable Encrpy Credits used to satisfy the Annual Renewable Energy Requirement and
appropriate documentation of the Affected Utility’s reccipt of those Renewable Energy Credits:

8. Adescription of the Affected Utility's procedures for choosing Eligible Renewable Energy Resources and a certification
from an independent auditor that those procedures are fair and unbiascd and have been uppropriately applied:

9. A discussion of the type and scale of Eligible Renewable Resources proposed in or near communities, including but not
limited to tribal communitics, impacted by the Affected Utility’s closure of a Conventional Encrgy Resource and reasons
why those Renewable Energy Resources were chosen or rejected: and

10. Whether the costs of the Affected Utility's Eligible Renewable Energy Resources will be recovered through the
renewable energy tariff or through a rate case.

C. The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility’s
compliance report satisfied the requirements of these rules.

R14-2-1812. Renewable Energy Standard Implementation Plans

A. Beginning July 1. 2007, and every July 1st thereafter, each Affected Utility shall [ile with Docket Control for Commission
review and approval a plan that describes how it intends to comply with these rules for the next calendar year. The Affected

Utility shall also transmit an electronic copy of this plan that is suitable for posting on the Commission’s web site to the

Director of the Utilitics Division,

B. The implementation plan shall include the following information:

1. A description of the Eligible Renewable Energy Resources, identified by technology, proposed to be added by yeur for
the next five years and a description of the kW and kWh to be obtained from each of those resources:

2. The estimated cost of each Eligible Renewable Energy Resource proposed Lo be added, including cost per kWh and total
cost per yaar:

3. A description of the method by which each Eligible Renewable Energy Resource is to be obtained, such as sclf-build,
customer installation, or request for proposals:

4. A description of the economic development opportunitics for cach Eligible Renewable Energy Resource proposed to be
added in or near communities, including but not limited to tribal communities, impacted by the Affected Utility’s closure
of a Conventional Encrgy Resource;

5. A description of programs considered or proposed for incentivizing deployment of Distributed Renewable Energy
Resources:

6. A proposal that cvaluates whether the Affected Utility’s existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules, including a Tariff application that meets the requirements of R14-2-
1807 and addresscs the Sample Tariff set forth in Appendix A if necessary: and



C.

7. A line item budget that allocates specific funding for Distributed Renewable Energy Resources, for the Customer Self-
Directed Renewable Energy Option. for power purchase agreements. for utility-owned systems, and for cach Eligible
Renewable Energy Resource described in the Affected Utility’s implementation plan.

The Commission may hold a hearing to determine whether an Affected Utility's implementation plan satisfies the requirements

of these rules.

R14-2-1813. Electric Power Cooperatives

Al

Within 60 days of the effective date of these rules, every electric cooperative that is an Affected Utility shall file with Docket
Control an appropriate plan for acquiring Renewable Encrgy Credits from Eligible Renewable Energy Resources for the next
calendar year and a Tariff that proposes methods for recovering the reasonable and prudent costs of complying with its
proposed plan and addresses the Sumple TarifT set forth in Appendix A. The cooperative shall also transmit clectronic copics
of these filings that are suitable for posting on the Commission’s web site to the Director of the Utilities Division. Upon
Commission approval of this plan, its provisions shall substitute for the requirements of R14-2-1805 and R14-2-1806 for the
electric power cooperative proposing the plan.

Beginning July 1, 2007, and every July Ist thereafter, every electric cooperative that is an Aflected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Encrgy Resources for
the next calendar year, The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commission’s web site to the Director of the Utilities Division.

R14-2-1814. Enforcement and Penalties

A.

It an Attected Urility fails to meet the annual requirements set forth in R14-2-1805 and R14-2-1806. it shall include with its

annual compliance report a notice of noncompliance.

‘The notice of noncompliance shall provide the following information:

1. A computation of the difference between the Renewable Energy Credits required by R14-2-1805 and the kWh required
by R14-2-18(} and the amount actually obtained,

2. A plan describing how the Affected Utility intends to meet the shortfall from the previous calendar vear in the current
calendar year, and

3. An estimate of' the costs of meeting the shortfall,

If the C: ‘ommission finds after atfording an Affected Utility notice and an opportunity to be heard that the Affected Utility has

failed to comply with its implementation plan approved b,\ the Conumission as set forth in R14-2-1812, the Commission may

find that the Affected Utility shall not recover the costs of meeting the shortfull described in R14-2-1814(B) in rates.

If the Commission finds after affording an Affected Utility notice and opportunity o be heard that the Affected Utility has

failed to retire a sufficient number of Clean Energy Credits ar the end of'a compliance period, the Commission may find that

the Affected Utility shall not recover the costs of meeting the shortfall in rates,

Nothing herein is intended to limit the actions the Commission may take or the penaltics the Commission may impose pursuant

to Arizona Revised Statutes, Chapter 2, Article 9. An Affected Utility is entitled to notice and an opportunity to be heard prior

to Commission action or imposition of penalties,

R14-2-1815. Waiver from the Provisions of this Article

A
B.
C.

The Commission may waive compliance with any provision of this Article for goad cause.

Any Affected Utility may petition the Commission to waive its compliance with any provision of this Article for good cause.
A petition for a waiver from these rules shall, at a minimum:

State the reason(s) for the waiver request;

Identify cach section of this rule for which a waiver 1s requested:

Describe the cffect the waiver will have on compliance with this rule;

Describe how the waiver will not compromise, or will further, the rule’s purposes; and

Describe why the waiver would be a reasonable alternative to the rule’s requirements.

A petition filed pursuant to these rules shall have priority over other matters filed at the Commission.

u.:-wlu—-
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R14-2-2401. Definitions

In this Article, unless otherwise specified:

1.

*Adjustment mechanism™ means a Commission approved provision in an affected utility’s rate schedule allowing the
affected utility to increase and deerease a certain rate or rates, in an established manner, when increases or decreases in
specific costs are incurred by the affected utility.

“Alfceted utility™ means a public service corporation that provides electric service (o retail customers in Arizong,
“Baseline™ means the level of electricity demand, electricity consumption, and associated expenses estimated to occur
in the absence of a DSM portiolio, determined as provided in R14-2-2413,

“CHP" means combined heat and power, which is using @ primary energy source to simultancously produce electrical
energy and vseful process heat.

“Conservation voltage reduction™ or voltage/VAR optimization means the deployment of technologies and strategies to
intentionally operate the trunsmission and distribution system Lo provide customer voltages in the lower end of the
acceptable voltage range in order to achieve energy and demand reductions for customers.

“Commission” means the Arizona Corporation Commission.

“Cost-cffective”™ means that the DSM portfolio being evaluated meets the societal test, as determined under R14-2-
2412,

*Customer™ means the person or entity in whose name service is rendered to a single contiguous field, location, or
facility, regardiess of the number of meters at the field. location, or facility.

“Delivery system™ means the infrastructure through which an affected utility transmits and then distributes electrical
energy to its customers., ;

“Demand savings” means the load reduction, measured in kW, occurring during a relevant peak period or periods as a
dircct result of energy cfficiency and demand response programs.

. “Demand response” means modilication of customers® electricity consumption patterns, alfecting the liming or quantity

of customer demand and usage, achieved through intentional actions taken by an affected utility or customer.
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“Distributed generation™ means the production of electricity on the customer’s side of the meter, for use by the
customer, through a technology such as solar photovoltaic pancls or CHP.

“DSM™ means demand-side management, the implementation and maintenance of one or more DSM programs that
comprise a DSM portfolio.

“DSM measure™ means any material, device, technology, cducational program. practice, or facility alteration designed
to result in reduced peak demand, increased energy efficiency, or shifting of electricity consumption to off-peak periods
and includes CHP used to displace space heating, water heating, or another load.

“DSM portfolio” means the entire suite of DSM programs offered to residential customers, including low-income
customers; or to non-residential customers.

“NSM program™ means one or more [DSM measures provided as part of a single offering to customers.

“DSM tariff” means a Commission-approved schedule of rates designed to recover an affected utility’s reasonable and
prudent costs of complying with this Article.

"lilectric gencration system" means all personal property and operating real property used for the purpose of generating
clectricily.

“Electric utility™ means a public service corporation providing electric service to the public.

“Energy efficiency™ means the production or delivery of an equivalent level and quality of end-use electric service
using less energy, or the conservation of energy by end use customers,

. “Energy efficiency standard” means the reduction in retail energy sales, in percentage of retail kWh sales, required to

be achieved through an affected utility’s approved DSM portfolio as presceribed in R14-2-2404.

“Energy savings” means the reduction in a customer’s energy consumption directly resulting from a DSM portfolio.
expressed in kWh.

“Energy service company” means a company that provides a broad range of services related to energy efficiency,
including energy audits, the design and implementation of energy efficiency projects, and the installation and
maintenance of energy efficiency measures.

“Environmental benefits™ means avoidance of costs for compliance, or reduction in environmental impacts, for things
such as, but not limited to: a. Water use and water contamination, b. Monitoring storage and disposal of solid waste
such as coal ash (bottom and fly). ¢. Adverse health effects from burning fossil fuels, and d. Pollutant emissions from
transportation and production of fuels and clectricity.

. “Incremental benefits™ means amounts saved through avoiding costs for fuel, purchased power, new generation

capacity, transmission and distribution capacity, and other cost items necessary to provide electric utility service, along
with other improvements in socictal welfare, such as through avoided environmental impacts, including, but not limited
Lo, water consumption savings, air emission reduction, reduction in coal ash, and reduction of nuclear waste.
“Incremental costs™ means the additional expenses of a DSM portfolio, relative to baseline.

“Independent program administrator™ means an impartial third party employed to provide objective oversight of energy
cfficieney programs.

“kW™ means kilowatt,

“kWh" means kilowatt-hour.

“Leveraging” means combining resources to more effectively achieve an energy efficiency goal, or to achieve greater
energy efficiency savings, than would be achieved without combining resources.

“Load management™ means actions taken or sponsored by an affected utility to reduce peak demands, such as dircct
control of customer demands through utility-initiated interruption or cyveling, thermal storage, or educational campaigns
to encourage customers to shift loads,

“Low-income customer™ means a customer with a below average level of houschold income, as defined in an affected
utility’s Commuission-approved DSM portfolio description.

“Marker rransformation™ means strategic efforts to induce lasting srrucrural or behavioral changes in the marker that
result in increased energy efficiency,

“Net benefits” means the incremental benefits resulting from DSM minus the incremental costs of DSM.

“Non-energy benefits” means improvements in societal welfare that are outside the scope of utility system benefits,
including but not limited to increased productivity. increased comfort, increased property value, environmental
benctits, reduced compliance costs, and water savings.

“Portfolio costs™ means the expenses incurred by an affected utility as a result of developing, marketing, implementing,
administering. and evaluating a Commission-approved DSM portfolio.

“Self-direction™ means an option made available to qualifying customers of sufficient size, in which the amount of
money paid by cach qualifying customer toward DSM costs is tracked for the customer and made available for use by
the customer for approved DSM investments upon application by the customer.

“Socictal Test” means a cost-cffectiveness test of a DSM portfolio that includes both utility system and non-energy
henefits and both utility and customer costs to implement a DSM portfolio: that uses a social discount rate to determine
the net present value of costs and benefits that is based on the yicld for long-term U.S. Treasury securitics up to a cap
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40.

of 3%: that uses a non-energy benefits adder of at least 50% applied to the sum of other quantifiable benefits for low-
income programs within a DSM portfolio; and that uses a non-cnergy bencfits adder of at least 25% applied to the sum
of other quantifiable benefits for all other programs within a DSM portfolio.

“Staff” means individuals working for the Commission’s Utilities Division, whether as employees or through contract.
“Thermal envelope”™ means the collection of building surfaces, such as walls, windows, doors, floors, ceilings, and
roofs, that separate interior conditioned (heated or cooled) spaces from the exterior environment,

R14-2-2402. Applicability

This Article applies to each atfected utility classificd as Class A according to R14-2-103(A}M3)(g), unless the affected utility is an
clectric distribution vooperative that has fewer than 25% of its customers in Arizona.

R14-2-2403. Goals and Objectives

A

An affected utility shall design each DSM portfolio:
1. To be cost-effective, and
2. To accomplish the following:
a.  Energy efficiency,
b. Load management, and/or demand response.

An affected utility shall consider the following when planning and implementing a DSM portfolio:

1. Whether the DSM portfolio will achieve cost-cffective energy savings and peak demand reductions;

2. Whether the DSM portfolio will advance market transformation and achieve sustainable savings, reducing the
need for future market interventions: and

3. Whether the affected utility can ensure a level of funding adequalte o sustain the DSM portfolio and allow the
DSM portfolio to achieve its targeted goal,

An affecred utility shall:

1. Offer DSM programs within a DSM portfolio that will provide an opportunity for all affected utility customer
segments to participate, and

2. Allocate not less than 5% of DSM porttolio resources specifically to low-income customers.

R14-2-2404. Energy Efficiency Standards

Al

Except as provided in R14-2-2418, in order to ensure reliable clectric service at reasonable ratepayer rates and costs, by
December 31, 2030, an affected utility shall, through cost effective DSM portfolios, achieve cumulative annual energy
savings, measured in kWh, equivalent to at least 35% of the affected utility’s retail electric energy sales for calendar
year 2029 and in every year thereafler,

An affected utility shall, by the end of each calendar year, meet at least the cumulative annual energy efficiency
standard listed in Table 1 for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 203() is shown in Tabic 4.

Table 1. Energy Efficiency Standard

CALENDAR ENERGY EFFICIENCY STANDARD {Cumulative Annual Energy Savings by the End of Each
YEAR Calcndar Year as a Pereentage of the Retail Encrgy Sales in the Prior Calendar Ycar)

2011 1.25%

2012 3.00%

2013 5.00%

2014 7.25%

2015 9.50% S R e
2016 12.00%

2017 14.50% SLLIE . B i 00
2018 17.00%

2019 19.50%

2020 22.00%




2021 23.30%

2022 24.60%

2023 25.90% —
2024 27.20% _

2025 28.50% e
2026 29.80%

2027 3L10%

2028 32.40%

2029 33.70%

2030 35.00% ]

Table 2. Hllustrative Example of Calculating Required Energy Savings

CALENDAR | A B C
YEAR RETAIL SALES | ENERGY EFFICIENCY REQUIRED CUMULATIVE ENERGY SAVINGS
(kWh) STANDARD (B of current year # A of prior year)
2010 100.000.000 Eoiaais o 0
2011 100,750,000 1.25% 1,250,000
2012 1 101,017,500 3.00% 3.022,500
2013 101,069,925 5.00% | 5.050.875
2014 1{H),915.646 7.25% 7,327.570
2015 100.821.094 9.50% 9,586,986
2016 100.517.711 12.00% 12.098.531
2017 100.293.499 14.50% 14,575,068
[ 2018 100.116.043 17.00% 17.049.895 o
2019 99,986,628 19.50% ) 19,522,628
2020 99,902,384 22.00% 21,997,058
2021 1,38 23.30% 23.277.255
2022 101.785.056 | 24.60% 24.806.981
2023 102.748.740 25.90% 26,362,329
2024 103,732,607 27.20% | 27947657 -
2025 104,736.836 28.50% 29.563.793
2026 105.761.611 29.80% 31.211.577
2027 106.807.126 31.10% 32,891,861
2028 107.873.584 32.40% 34,605,509
2029 108,961,195 33.70% 36.353.398
2030 110.070.178 35.00% 38.136.418
C.  An affected utility’s measured reductions in peak demand resulting from cost-cffective demand response and load

manugement programs may comprise up Lo one percentage points of the 35% energy efficiency standard through 2030,
with peak demand reduction capability from demand response converted 1o an annual energy savings equivalent based
on its actual load factor or 4%, whichever is greater. The credit for demand response and load management peak
demand reductions shall not exceed 5% of the energy efficiency standard set forth in subsection (B) for any year
through 2030).

An affected utility's energy savings resulting from DSM energy efficiency programs implemented before the effective
date of this Article, but after 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B) through 2020. The total energy savings credit for these pre-rules energy efficiency programs shall not
exceed 4% of the affected utility’s retail energy sales in calendar year 2005. A portion of the total energy savings credit
for these pre-rules energy efficiency programs may be applied each year, from 2016 through 2020, as listed in Table 3,
Column A.

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR

A B
CREDIT FOR THE PRE-RULES CUMULATIVE APPLICATION OF THE
ENERGY SAVINGS APPLIED IN CREDIT FOR THE PRE-RULES




2016

EACH YEAR (Percentage of the Total | ENERGY SAVINGS IN 2016-2020
Eligible Pre-Rules Cumulative Annual | (Percentage of the Total Eligible Pre-
Encrgy Savings That Shall Be Applied | Rules Cumulative Annual Energy Savings
in the Year) That Are Credited by the End of Each
Year)

7.5% 7.5%

2017

15.0% 22.5%

2018

20.0% 42.5%

2019

25.0% 67.5%

2020

32.5% 100.0%

An affected utility may count toward meeting the standard up to one-third of the energy savings resulting from cnergy
efficiency building codes and energy efficiency appliance standards. provided that the affected utility played a direct
role in achieving the savings through DSM program implementation. The partial credit for building code energy
savings or energy efficiency appliance standards shall be guantified and reported through a measurement and
evaluation study undertaken by the affected utility and shall be commensurate with the direct role that the affected
utility played to achieve the savings through DSM program implementation.

An affected utility may count the energy savings from combined heat and power (CHP) systems that do not qualify
under the Renewable Encrgy Standard toward meeting the energy efficiency standard, provided that the affected urtility
played a direct role in supporting the implementation of a CHP system through DSM program implementation. The
credit for savings from CHP shall be quantified and reported through a measurement and evaluation study undertaken
by the affected utility and shall be commensurate with the direct role that the affected utility played to achieve the
savings through DSM program implementation.

An affected utility may count a customer’s energy savings resulting from self-direction toward meeting the standard.

With the exception of conservation voltage reduction, an affected utility’s energy savings resulting from cfficiency
improvements to its transmission or distribution system may not be counted toward mecting the standard.

An affected utility’s energy savings resulting from efficiency improvements made directly to its electric generation
system, including heat rate improvements to power plants, may not be counted toward mecting the standard.

An affected ulility’s energy savings used to meet the energy efficiency standard will be assumed to continue through
the year 2030 or, if expiring before the year 2030, to be replaced with a DSM portfolio and programs having at leust the
same level of efficiency.

Table 4. Hiustrative Example of How the Energy Standard Could Be Met in 2030

2030 Energy Efficiency 2029 Rerail Sales (kWh) Required Cumulative Annual
Saneasicas Standard Encrgy Savings (kWh)
Total 35.00% 108,961,195 38,136,418
Breakdown of Savings and Credits Used 'To Meet 2030 Standard:
Cumulative Annual Energy
Savings or Credit (kWh)
Demand Response Credit Up to 1.00% 1,089,612
R14-2-2404(C)
Pre-rules Savings Credit 1.100,000*
R14-2-2404(D)
Building Code R14-2- 1,000,000
2404(E) e "N e o PF T
CHP R14-2-2404(F) : | 500.000
Self-direction R14-2- 100.000
2404(G)
Energy Efficiency R14-2- 34,346,806
2404(A) :
Tolal 38,136,418




*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales, and the total credit is allocated over five vears
from 2016 to 2020, The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.5% of the total credit allowed.

R14-2-2405. Implementation Plans

A, Except as provided in R14-2-2418, on June 1 of each odd year, or annually at the election of each affected utility, each
affected utility shall file with Docket Control, for Commission review and approval, an implementation plar describing
how the affected utility intends to meet the energy efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

3. The implementation plan shall include the following information:

1. Except for the initial implementation plan, a description of the affected utility’s compliance with the requirements
of this Article for the previous calendar year:

2. Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends w comply with this Article for the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjustment mechanism or tarifl that the affected utility believes
is necessary:

3. Except for the initial implementation plan, which shall describe only the next calendar year, a description of each
DSM program within a DSM portfolio to be newly implemented or continued in the next two calendar years and
an cstimate of the annual kWh and KW savings projected to be obtained through cach DSM portfolio and program;

4,  The estimated total cost and cost per kKWh reduction of each DSM measure, program, and portfolio described in
subsection (B)(3);

5. A DSM tanff filing complying with R14-2-2406(A) or a request to modify and reset an adjustment mechanism
complying with R14-2-2406(C), as applicable: and

6. For cach new DSM program or DSM measure that the affected utility desires to implement within a DSM
portfolio, a program proposal complying with R14-2-2407.

C. An affected utility shall notify its customers of its annual implementation plan filing through a notice in its next
regularly scheduled customer bills.

D. The Commission may hold a hearing to determine whether an affected utility's implementation plan satisfies the
requirements of this Article within 180 days after such implementation plan is filed with the Commission. The
Commission may suspend this deadline or adopt an alternative procedural schedule for good cause.

I An affected utility’s Commission-approved implementation plan, and the DSM portfolio and programs authorized
thereunder, shall continue in effect until the Commission tukes uction on 2 new implementation plan for the aflected
uriliy.

F. A utility shall not implement any program changes proposed in an implementalion plan until such changes are
approved by the Commission,

R14-2-2406. DSM Tariffs

A, An affected utility’s DSM tariff filing shall include the following:

1. A detailed description of cach method proposed by the affected utility to recover the reasonable and prudent costs
associated with implementing the affected utility’s intended DSM portfolio;

2. Financial information and supporting data sufficient to allow the Commission to determine the affected utility’s
fair value. including, at a minimum, the information required to be submitted in a utility annual report filed under
R14-2-212(GH4):

3. Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and

4. Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff
filing.

B. The Commission shall approve, modify, or deny a taniff filed pursuant to subsection (A) within 180 days after the tariff

has been filed. The Commission may suspend this deadline or adopt an alterative procedural schedule for good cause.



C. Ifan affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing a DSM portfolio, the affected utility may, in lieu of making a tariff filing under subsection (A), file a
request to modify and reset its adjustment mechanism by submitting the information required under subscctions (A)(1)
and (3).

R14-2- 2407. Commission Review and Approval of DSM Programs and DSM Measures
A.  An affected utility shall obtain Commission approval before implementing a new DSM program.

B. An affected utility may apply for Commission approval of a DSM program by submitting a proposal either as part of its
DSM portfolio implementation plan submitted under R14-2-2405 or through a scparate application that identifics the
DSM portfolio under which the DSM program will be added,

C. A DSM portfolio or program proposal shall include the following:
1. A description of the DSM programs and DSM measures that the affected utility desires to implement as part of the

DSM portfolio,

The affected utility’s objectives and rationale for the DSM programs and portfolio,

A description of the market segment at which the DSM programs and portfolio is aimed,

An estimated level of customer participation in the DSM programs and portfolio,

An estimate of the baseline for the components of the DSM portfolio,

The estimated socictal benefits and savings from the DSM programs and portfolio,

The estimated societal costs of the DSM programs and portfolio,

The estimated environmental benefits to be derived from the DSM programs and portfolio,

The estimared benefit-cost ratio of the DSM programs and portfolio,

10. The affected utility’s marketing and delivery strategy,

11. The affected utility’s estimated annual costs and budget for the DSM programs and portfolio,

12. The implementation schedule for the DSM programs and portfolio,

13. A description of the affected utility’s plan for monitoring and evaluating the DSM programs and portfolio, and

14. Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff’
filing.

R

D. Indectermining whether to approve a DSM proposal, the Commission shall consider:
1. The extent to which the Commission believes the DSM portfolio will meet the goals set forth in R14-2-2403(A),
and
2. All of the considerations sel forth in R14-2-2403(B).

E.  Staff may request modifications of an on-going DSM portfolio or DSM programs within a DSM portfolio to ensure
consistency with this Article. The Commission shall allow affected utilities adequate time to notify customers of
modifications.

R14-2-2408, Parity and Equity

A.  An affected utility shall develop and propose DSM programs within DSM portfolios for:
1. Residential customers, including low-income customers. and
2. Non-residential customers.

B.  No less than 5% of the total DSM budget shall be devoted Lo programs or program components for low-income
customers,

C. An affected utility shall allocate DSM funds collected from residential customers and from non-residential customers
proportionately to those customer classes to the extent practicable.

D. The affected utility costs of DSM programs for low-income customers shall be horne by all customer classes, except
where a customer or customer class is specifically exempted by Commission order,

E. DSM funds collected by an affected utility shall be used. to the extent practicable, to benefit that affected utility's
customers,



F.

All customer classes of an affected utility shall bear the costs of DSM by payment through a non-hypassable
mechanism, unless a customer or customer class is specifically exempted by Commission order.

R14-2-2409. Reporting Requirements

A

D.

By March 1 of cach year, an affected utility shall submit to the Commission, in a Commission-established docket for

that year, a DSM progress report providing information for each of the affected utility’s Commission-approved DSM

portfolios and programs within each porrfolio and including at least the following:

1. An analysis of the affected utility’s progress toward meeting the annual energy efficiency standard:

2. A list of the affected utility's current Commission-approved DSM portfolios and programs within cach portfolio,
organized by customer segment;

3, A description of the findings from any rescarch projects completed during the previous year; and

4. The following information for each Commission-approved DSM portfolio and programs within cach portiolio:

A brief description;

Goals, objectives, and savings targets:

The level of customer participation during the previous year,

The costs incurred during the previous year, disaggregated by type of cost, such as administrative costs,

rebates, and monitoring cosls;

A description and the results of evaluation and monitoring activitics during the previous year:

Savings realized in kW, KWh. therms, and BTUs, as appropriate;

The environmental and non-energy benefits realized. including reduced emissions and water savings:

Incremental benefits and net benefits, in doliars;

Performance-incentive calculations for the previous year:

Problems encountered during the previous year and proposed solutions:

A description of any modifications proposed for the following year: and

Whether the affected utility proposes to terminate any DSM program within a DSM portfolio and the

proposed date of termination.

a o oe
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By September 1 of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM portfolio and program within each porttolio of the affected
utility:

. Semi-annual expenditures compared to annual budget, and

2. Participation rates.

An affected utility shall file each report required by this Section with Docket Control, where it will be available to the
public, and shall make ¢ach such report available to the public upon request.

An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410. Cost Recovery

Al

n.

An affected utility may recover the costs that it incurs in planning, designing, implementing. and evaluating a DSM
portfolio and programs within a DSM portfolio if the DSM portfolio is all of the following:

Approved by the Commission before it is implemented,

Implemented in aecordance with a Commission-approved prograum proposal or implementation plan, and
Monitored and evaluated for cost-effectiveness pursuant 1o R14-2-2415.

w N -

An affected utility shall monitor and evaluate cach DSM portfolio and program, as provided in R14-2-2415, to
determine whether the DSM portfolio is cost-effective and otherwise meets expectations,

If an affected utility determines that a DSM portfolio is not cost-effective or otherwise does not meet expectations, the
affected utility shall include in its annual DSM progress report filed under R14-2-2409 a proposal to modify or
terminate the DSM portfolio.

An affected utility shall recover its DSM costs concurrently, on an annual basis, with the spending for a DSM portfolio,
unless the Commission orders otherwise.



H.

An affected utility may recover costs from DSM funds for any of the following items, if the expenditures will enhance
DSM:

. Incremental labor attributable to DSM development,

A market study,

A research and development project such us applied technology assessment,

Consortium membership, or

Another item that is difficult to allocate to an individual DSM portfolio.

e

I'he Commission may impose 4 limit on the amount of DSM funds that may be used for the items in subscction (E).

If goods and services used by an affected utility for DSM have value for other affected utility functions, programs, or
services, the affected utility shall divide the costs for the goods and services und allocate funding proportionately.

An affected utility shall allocate DSM costs in accordance with generally accepted accounting principles.

The Commission shall review and address financial disincentives, recovery of fixed costs, and recovery of net lost
income/revenue, due to Commission-approved DSM portfolios and programs, if an affected utility requests such review
in its rate case and provides documentation/records supporting its request in its rate application.

An aftected utility, at its own initiative, may submit to the Commission twice-annual reports on the financial impacts of
its Commission-approved DSM portfolios and programs, including any unrecovered fixed costs and net lost
income/revenue resulting from its Commission-approved DSM pottfolios and programs.

R14-2-2411, Performance Incentives

In the implementation plans required by R14-2-2405, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in R14-2-2404. The Commission may also consider
performance incentives in a general rate case.

R14-2-2412. Cost-effectiveness

A,

An affected utility shall ensure that the incremental benefits to society of the affected utility’s overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

The overall DSM portfolio shall be evaluated to determine cost-effectiveness using the socieral test.

The analysts of a DSM portfolio’s cost-effectiveness may include:

1. Costs and benefits associated with reliability, improved system operations, environmental impacts, and customer
service!

2. Savings of both natural gas and electricity; and

3. Any uncertainty about future streams of costs or benefits

An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,
while other environmental costs or the value of environmental improvements shall be estimated in physical terms when
practical but may be expressed qualitatively.

IFor purposes of analyzing DSM portfolio cost-effectiveness, market transformation programs within a DSM portfolio
shall be evaluated by measuring market effects compared to program costs.

For purposes of analyzing DSM portfolio cost-effectiveness, educational programs that support consumer and business
udoption of energy efficiency, load munagement or demund response measures are nol required o be cost effective and
shall be excluded from the portfolio cost-efTectiveness evaluation if their inclusion causes the portfolio not to pass the
socictal test,

For purposes of analyzing DSM portfolio cost-cffectiveness, rescarch and development and pilot programs are not
required to be cost-efTective and shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion



H.

causes the portfolio not 1 pass the societal test.

For purposes of evaluating DSM portfolio cost-effectiveness, an affected utility’s low=-income customer programs are
not required to be cost-eftective and shall be excluded from the portfolio cost-cffectiveness evaluation if their inclusion
causes the portfolio not Lo pass the socictal test,

R14-2-2413. Baseline Estimation

A,

To determine the baseline, an affected urility shall estimare the level of electric demand and consumption and the
associated costs that would have occurred in the absence of 2 DSM portfolio. including the DSM programs or DSM
measures within a DSM portfolio.

For demand response progriuns, an affected utility shall use customer load profile information w verify baseline
consumption patterns and the peak demand savings resulting from demand response actions.

For installations or applications that have multiple fuel choices, an affected utility shall determine the bascline using the
same fuel source actually used for the installation or application.

R14-2-2414. Fuel Neutrality

A

B.

An affected utility shall use DSM funds collected from ¢lectric customers for electric DSM programs. unless otherwise
ordered by the Commission.

An affected utility may use DSM funds collected from electric customers for thermal envelope improvements.

R14-2-2415. Monitoring, Evaluation, and Research

A

An affected utility shall monitor and evaluate each DSM portfolio to:

Ensure compliance with the cost-effectiveness requirements of R14-2-2412;

Determine participation rates, energy savings, and demand reductions:

Assess the implementation process for the DSM portfolio:

Obtain information on whether to continue, modity, or terminate @ DSM program within a DSM portfolio; and
5. Determine the persistence and reliability of the affected utility’s DSM.

An affected utility may conduct evaluation and research, such as market studies, market research, and other technical
research, for DSM program planning. product development, and DSM program improvement within a DSM portfolio.

B

R14-2-2416. Program Administration and Implementation

Al

An affected utility may use an energy service company or other external resource to implement a DSM program or
DSM measure within a DSM portfolio.

The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.



R14-2-2417, Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate in cost sharing, leveraging, or other lawful arrangements
with customers. vendors, manufacturers, government agencies, other electric utilities, or other entitics if doing so will
increase the effectiveness or cost-effectiveness of a DSM portfolio.

B. An affected utility shall participate in a DSM program with a natural gas utility when doing so is practicable and if
doing so will increase the effectiveness or cost-effectiveness of a DSM portfolio.

R14-2-2418. Compliance by Electric Distribution Cooperatives

A. An electric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of meeting the requirements of R14-2-2404(A) and (B) and R14-2-2405(A).

B. An electric distribution cooperative shall, on June 1 of éach odd year. or annually at its election:

1. File with Docket Control, for Commission review and approval, an implementation plan for cach DSM portfolio
and programs within a portfolio to be implemented or maintained during the next onc or two calendar years, as
applicable; und

2. Submit to the Director of the Commission’s Utilities Division an electronic copy of its implementation plan in a
format suitable for posting on the Commission’s web site.

3. Animplementation plan submitted under subscction (B) shall set forth an energy efficiency goal for each year of
at least 75% of the savings requirement specified in R14-2-2404 and shall include the information required under
R14-2-2405(B).

4. Submit annual DSM reports in accordance with the requirements in R14-2-2409.

R14-2-2419. Waiver from the Provisions of this Article
A. The Commission may waive compliance with any provision of this Article for good cause.

B. An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C. A petition filed pursuant to this Section shall have priority over other matters filed under this Article.



