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SERVICE COMPANY’S REQUEST FOR A DOCKET NO. E-01345A-03-__
PARTIAL VARIANCE TO A.A.C. R14-2-1618
TO ALLOW RENEWABLE SOLAR THERMAL
ENERGY THAT REPLACES NATURAL GAS
USAGE TO BE RECOGNIZED FOR THE
ENVIRONMENTAL PORTFOLIO STANDARD

REQUEST OF ARIZONA PUBLIC SERVICE COMPANY
FOR PARTIAL VARIANCE TO A.A.C. R14-2-1618

Arizona Public Service Company (“APS” or “Company”) respectfully requests that
the Arizona Corporation Commission (“Commission”) grant APS a partial variance to
A.A.C.R14-2-1618 (“Rule 1618”) to include in the Environmental Portfolio Standard
(“EPS”) renewable solar thermal energy that replaces the use of natural gas. The partial
variance requested would enable the Company to use EPS funding to pursue solar water
heating projects that would replace or supplement natural gas water heaters. Such a
variance would enable the Company not only to actively consider projects with two
current gas customers, but also to seek other opportunities for solar thermal applications

that may become available in the future.




O 00 N3 N W s W e

NNNNNNNH'—‘F—‘H!—-\H)—AHM;—A
A W bR WN =D O NN SN R W N - O

L BACKGROUND
Rule 1618 requires APS to derive a specified percentage of “the total retail energy

sold from new solar resources or environmentally-friendly renewable technologies,
whether that energy is purchased or generated by the seller.” A.A.C. R14-2-1618(A).
Rule 1618 further requires that APS provide at least 50 percent (increasing to 60 percent)
of that renewable requirement from solar electric generation. A.A.C. R14-2-1618(A)(3).
APS is authorized to meet up to 20 percent of the remainder of the requirement with solar
water heating systems or solar air conditioning systems, commonly referred to collectively
as solar thermal applications. Such solar thermal uses , however, “must replace or
supplement the use of electric water heaters for residential, commercial, or industrial
water heating purposes.” A.A.C. R14-2-1618(K) (emphasis added). The partial variance
requested would enable the Company to use EPS funding for projects that replace or
supplement the use of natural gas water heaters in addition to those that replace or
supplement electric water heaters and to also use the credits from such projects to meet
the non-solar electric portion of the EPS standards.

| The partial variance requested is warranted for the following reasons. First, the
resulting increase in the use of solar thermal energy through installation of such projects
furthers the goals of the EPS. Second, installation of such projects would encourage other
renewable energy projects and may provide opportunities for increasing distributed energy

resources.
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II. THE PROPOSED VARIANCE BOTH BENEFITS CUSTOMERS AND
FURTHERS THE GOALS OF THE EPS.

Through the EPS, the Commission encourages the use of renewable resources,
including solar energy, to meet the increasing energy demands of the State of Arizona.
Although the EPS was enacted through the vehicle of electric utility restructuring and
currently applies only to electric utilities, the displacement of any non-renewable energy,
either directly or indirectly, with renewable energy furthers the fundamental goals of the
EPS. For example, the diversion of electric production to renewable resources often
displaces the use of natural gas because it reduces the need for electric generation,
including gas-fired generation. Although natural gas consumption under the requested
variance would be reduced directly (rather than indirectly through reduced use of gas-fired
generation), the goals of the EPS will still be achieved: (1) air pollution will decrease; (2)
the use of additional renewable resources will encourage more sustainable energy systems
by assisting market development; (3) protection against price volatility will be achieved;

and 4) energy independence will increase.

III. APPROVAL OF THE VARIANCE WILL ENCOURAGE
THE DEVELOPMENT OF OTHER RENEWABLE ENERGY
PROJECTS AND MAY PROVIDE OPPORTUNITIES FOR
“INCREASING DISTRIBUTED ENERGY RESOURCES.

At this stage in the development of renewable technologies, companies are
developing creative and different technologies. Some of those technologies address the
displacement of natural gas rather than of electricity. APS believes that all such

technologies should be encouraged with the goal of achieving additional renewable
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energy more quickly and at a lower cost. The support of a variety of renewable
technologies will encourage the development of alternative technologies and further move
Arizona to the forefront in the use of renewable resources. Moreover, authorizing the
displacement of natural gas water heating would permit a larger number of customers to
take advantage of the benefits of solar thermal energy. In addition, to the extent that the
Commission desires to promote the use of distributed energy resources, the granting of the
partial variance requested will create opportunities for the use of distributed energy

resources.

IV. GRANTING A PARTIAL VARIANCE TO ALLOW PORTFOLIO
STANDARD FUNDING TO DEVELOP RENEWABLE ENERGY

PRO R&rg THAT REPLACE NATURAL GAS USAGE IS IN THE PUBLIC
INTE X

The Commission well understands the current issues faced by the State of Arizona
relating to the availability of natural gas supplies and transportation capacity, and has
played an active and important role in seeking to protect the State’s interests in various
proceedings pending before the Federal Energy Regulatory Commission. In light of these
concerns, certain customers are expressing an interest in using solar thermal energy to
replace natural gas or other fossil fuels as the source for generating hot water. The
requested variance offers an opportunity to meet such customers’ requests and is therefore

in the public interest.




V. CONCLUSION
For the foregoing reasons, APS respectfully requests that the Commission grant it a
partial variance to Rule 1618 to allow the inclusion of renewable solar thermal projects

that displace natural gas consumption.

RESPECTFULLY SUBMITTED this 9™ day of September 2003.

PINNACLE WEST CAPITAL CORP.
Law Department
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Attorney for Arizona Public Service Company
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ORIGINAL AND 13 COPIES OF THE FOREGOING
filed this 9" day of September 2003, with:

Docket Control

Arizona Corporation Commission
1200 West Washington
PHOENIX, AZ 85007




