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Re STAFF REPORT ON PROPOSED CHANGES TO THE ENVIRONMENTAL
PORTFOLIO STANDARD RULES (DOCKET NOS. RE-00000C-00-0377 AND RE-
00000C-05-0030)

Dear Mr. Johnson:

Iin response to your January 21, 2005 request for comments and recommendations
about the Staff Report, following are ME Consultants’ comments and
recommendations:

COMMENTS:

1. The chart “Revised Annual Solar Electricity Requirements for the Portfolio Standard”
on page 13 of the report shows in 2012 that 331,484 MWhr of retail sales would be
required from solar electric sources. For a solar facility operating at a capacity factor
of about 24%, a plant size of 159 MW would be required to produce this amount of
energy.

At the same time, 662,967 MWhr would be required from power purchase
agreements and 414,354 MWhr would be required from distributed renewable
energy sources. If capacity factors of 25% were realized from these sources, their
corresponding sizes would be 303 MW from power purchase agreements, and 189
MW from distributed renewable energy sources.

The total EPS capacity, including a 15% Other category, would be 757 MW, based
on the above-stated assumptions. In addition, Arizona generating capacity in 2012
might be approximately 30,462 MW, using Platts POWERdat April 2002 data
escalated at 3% per year. (These calculations would be more accurate if they were
adjusted for the following factors: ACC regulated retail sales do not include SRP,
some sales in Arizona come from capacity outside the state, and other generation
from Arizona capacity is not sold in Arizona.)

This outcome for 2012 would be about 2.5% renewable energy capacity as a % of
| total capacity in Arizona, to get the 3.5% energy requirement. Similar values for
2015, 2020 and 2025 are shown on the attached chart. These are very modest

goals, representing a “market-driven”, hands-off approach. They reflect a
regulated utility philosophy of least cost and high reliability.
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2. The proposed rules should allow for “overlap” between the allocation categories. For
example, if the 20% allocation for solar electric is used up, additional allocation could
be obtained from power purchase agreements category if that category were not
“full”. : \

3. In any event, the proposed rule changes place the development of large-scale solar
at a distinct disadvantage vs. the other technologies/allocation categories included in
the EPS program. Does the ACC really believe that all of the “small’ technologies
with aggregate to anything substantial? What about marketing and ownership costs?
A truly utility-scale approach will have much greater impact.

4. The Western Governors Association goal of 1,000 MW of concentrating solar power
in the Southwestern US by 2015 would receive about 25% of that energy from
Arizona according to the scenario describe above. Is Arizona satisfied with this level
of commitment?

5. Arizona is already known for promoting nuclear and natural gas at the expense of
solar. Will wind be the next alternative to delay the introduction of solar in a
significant way?

RECOMMENDATIONS:
1. Increase the solar electric altocation to 50%.

2. increase the surcharge schedule recommended by Staff by another 50% to support
large-scale solar.

3. As an alternative to ACC-mandated surcharges, encourage the development of a
Solar Energy Improvement District (SEID) in Arizona. The elements of a SEID are:

Build solar farms throughout the state to produce electricity
Encourage landowners (i.e., farmers) to grow electricity instead of agriculture
crops. if necessary, use federal land

¢ Incorporate the higher costs for solar energy into the rate base so that all
customers pay for the benefits derived from the cleaner energy source

¢ Look at low capacity-factor, high energy value (peaking) markets

¢ Define the Solar Energy Improvement District as the solar farmers and utility
customers who are aggregated to fund and benefit from the project

o The initial solar technology would be the natural gas-assisted solar thermal
trough system. Other possible technologies are solar thermal central
receivers (power towers), and concentrating photovoltaics

o The goal is 500 MW of solar in Arizona within the next 5 years

Thank you for the opportunity to be involved in this important Commission activity.

Sincerely,

w7/ T%IZ
ﬁ McGuirk
President
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