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Best Practices in Electric Utility Integrated Resource Planning

As energy demand across the United States rises 
and falls and the generation fleet ages, utilities 
must plan to add and retire resources in the most 
cost-effective manner while meeting regional 

reliability standards. Integrated resource planning began 
in the late 1980s, as states looked for a way to respond to 
the oil embargos and nuclear cost overruns of the previous 
decade—and ever since, it has been an accepted way in 
which utilities can create long-term resource plans. State 
requirements for resource plans vary in terms, among 
other things, of planning horizon, the frequency with 
which plans must be updated, the resources required to be 
considered, stakeholder involvement, and the actions that 
public utilities commissions should take in reference to the 
plan (review, acknowledge, and accept or reject the plan). 

As the electric industry began to restructure in the mid-
1990s, integrated resource planning rules in many states 
were repealed or ignored. Some states have since made 
an effort to update IRP rules to make them applicable 
to current industry conditions, while other states have 
continued to use rules that are now out of date. This 
report describes IRP requirements in three states that have 
recently updated their regulations governing the planning 
process, and it reviews the most recent resource plan 

Introduction

from the largest utility in each of those states. Rules from 
Arizona, Colorado and Oregon are described in detail, 
in order to demonstrate ways in which states can require 
comprehensive planning processes and resource plan 
outcomes from the utilities under their jurisdictions. 

These particular states were chosen not only because 
their rules have recently been updated, but also because the 
guidance they provide to electric utilities offers examples 
of best practices in integrated resource planning. The 
updated rules have been designed to give thoughtful 
consideration to specific resources that have traditionally 
been ignored, and to produce outcomes that are in the 
best interests of both ratepayers and society as a whole. 
Utility resource plans from Arizona Public Service, Public 
Service Company of Colorado, and PacifiCorp utilize 
progressive methodologies and contain modern elements 
that contribute to the production of high-quality plans that 
are useful examples of superior resource planning efforts. 

This report is intended to be helpful to policymakers, 
public utility commissions and their staff, ratepayer 
advocates, and the general public as they each consider the 
ways in which utility resource planning can best serve the 
public interest.
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69 PacifiCorp. 2011 Integrated Resource Plan: Volume 1.  
March 31, 2011. Page 83.

70 Id. Page 10.

71 Id. Page 13.

the eastern system peak and 1.4% for the western system 
peak), and that energy requirements will grow by 1.8% 
per year. Resource deficits will begin in the first year, with 
PacifiCorp being short 326 MW in 2011. This deficit grows 
to 3,852 MW by 2020. In the near-term, shortages will 
be met with DSM, renewables, and market purchases, but 
new baseload and intermediate generating units begin to 
be added to the resource mix in 2014.69 Figure 7 shows the 
proposed resource additions.

If PacifiCorp were to proceed with these proposed 
resource additions, by 2020 its capacity mix would be as 
shown in Figure 8. In this scenario, traditional thermal 
resources still make up two-thirds of PacifiCorp’s capacity 
mix; DSM makes up just over 13%, and renewables make 
up 2.6%.

As Figure 9 shows, PacifiCorp’s energy mix looks slightly 
different under its preferred portfolio. The percentage of 
total energy generated from coal-fired resources drops 
by 26% between 2011 and 2020, while the amount of 
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Figure 8

Capacity Mix Under the PacifiCorp 
Preferred  Portfolio70

Figure 9

Energy Mix Under the PacifiCorp 
Preferred  Portfolio71
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energy from gas-fired resources more than doubles. Even 
with the significant drop in generation from coal, energy 
from thermal resources makes up 61% of PacifiCorp’s 
total energy. DSM makes up 11% of the energy mix, 
with another 11% coming from renewable resources. 
Hydroelectric power and energy purchases make up the 
bulk of the remaining energy.

Of the three utilities examined in this report, PacifiCorp’s 
portfolio modeling process is the most comprehensive. 
It uses a model called System Optimizer, which has the 
capability to determine capacity expansion plans, to run a 
production cost simulation of each optimized portfolio, and 
to perform a risk assessment on these portfolios. 
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