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On January 17, 2006, S.0.L.I.D. USA (“SOLID”) filed a Request for Clarification of
Decision No. 66565 and Decision No. 67402. SOLID was previously known as So Cool Energy,
Inc. In its filing, SOLID indicated that Arizona Public Service Company (“APS”) had raised
questions concerning the apparent overlap of the restrictions in Decision No. 66565 with the
Solar Heating Ventilation and Air Conditioning (“HVAC”) Pilot Program which was authorized
in Decision No. 67402. SOLID’s filing requested clarification of issues related to the two
decisions.

Decision No. 66565, dated November 18, 2003, authorized a partial variance for APS
from a requirement in the Environmental Portfolio Standard (“EPS”) Rules that solar water
heaters must replace electric water heating. The partial variance allows APS to displace existing
natural gas water heating systems with solar water heating systems as a method of meeting the
annual EPS requirements. However, the waiver restricts APS to “no more than two (2) customer
installations per calendar year with a total displacement of natural gas not to exceed 60,000
therms per calendar year.”

Decision No. 67402, which was entered on November 2, 2004, established a Solar
HVAC Pilot Program. Eligible Systems must, as a minimum, include solar air conditioning, but
may also include solar water heating or solar space heating, or both. The pilot program
authorizes a total of five Pilot Program projects. The kWh saved by the pilot projects are eligible
to meet a portion of the “solar electric” requirement of the Environmental Portfolio Standard.

Questions raised in SOLID’s discussions with APS concern whether solar water heating
that replaces natural gas as part of a Solar HVAC Pilot Program project would count toward
APS’ annual two solar water heating project limit as required by Decision No. 66565.

SOLID has requested that the Commission clarify that solar HVAC projects that
primarily displace electricity, but also displace some natural gas are eligible to meet the EPS
requirements and are not subject to the restrictions placed on APS by Decision No. 66565.

Staff has reviewed SOLID’s filing and both Commission Decisions. Staff agrees with
SOLID that a clarification of the intent of Decision No. 67402 and the applicability of Decision
No. 66565 to Solar HVAC Pilot Program projects is needed and appropriate.
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The Decisions intended to encourage two entirely different types of renewable energy
projects.

In its filing that led to Decision No. 66565, APS said, “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.” In the application, no mention was made of
solar heating ventilation and air conditioning systems. In Staff’s opinion, the clear intent was to
allow a partial variance to encourage large, commercial-scale solar water heating systems that
could displace up to 60,000 therms of natural gas per year.

Decision No. 67402 was designed primarily to encourage solar air conditioning, but it
also allowed a project developer to include solar space heating or solar water heating, or both.

The intent was to encourage an integrated renewable energy system that addressed
cooling, heating and water heating, if appropriate. Typically, solar water heating in such systems
is an ancillary subsystem providing a limited amount of water heating. There was no stated
intent in the Decision to encourage large scale water heating.

Staff believes that a clarification will have two positive benefits. First, such a
clarification will encourage the installation of new solar projects as originally intended. Second,
a clarification will remove an unintended impediment that has delayed proposed Solar HVAC
projects due to concerns about restrictions in Decision No. 66565.

Staff recommends that the Commission adopt the following clarification wording in the
proposed order:

“In regard to Decision No. 67402, which established the Solar HVAC Pilot Program, the
Commission confirms that solar HVAC projects which meet the Solar HVAC Pilot Program
requirements and which primarily displace electricity, but also displace natural gas for solar
heating or water heating, may be used to meet the requirements of the Environmental Portfolio
Standard. We further confirm that the Solar HVAC Pilot Program projects shall not be
considered subject to the restrictions of th ial variance authorized in Decision No. 66565.”
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IN THE MATTER OF THE REQUEST BY DOCKET NO. RE-00000C-00-0377
SO COOL ENERGY, INC. FOR AN

EXCEPTION TO ENVIRONMENTAL DECISION NO.

PORTFOLIO STANDARD RULE ORDER
DEFINITIONS

Open Meeting
February 13 and 14, 2007
Phoenix, Arizona

BY THE COMMISSION:
FINDINGS OF FACT

1. On January 17, 2006, S.O.L.1.D. USA (“SOLID”) filed a Request for Clarification
of Decision No. 66565 and Decision No. 67402. SOLID was previously known as So Cool
Energy, Inc. In its filing, SOLID indicated that Arizona Public Service Company (“APS”) had
raised questions concerning the apparent overlap of the restrictions in Deciston No. 66565 with the
Solar Heating Ventilation and Air Conditioning (“HVAC”) Pilot Program which was authorized in
Decision No. 67402. SOLID’s filing requested clarification of issues related to the two decisions.

2. Decision No. 66565, dated November 18, 2003, authorized a partial variance for
APS from a requirement in the Environmental Portfolio Standard (“EPS”) Rules that solar water
heaters must replace electric water heating.

3. The partial variance allows APS to displace existing natural gas water heating
systems with solar water heating systems as a method of meeting the annual EPS requirement.

However, the waiver restricts APS to “no more than two (2) customer installations per calendar
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year with a total displacement of natural gas not to exceed 60,000 therms per calendar year.”

4. Decision No. 67402, which was entered on November 2, 2004, established a Solar
HVAC Pilot Program. Eligible Systems must, as a minimum, include solar air conditioning, but
may also include solar water heating or solar space heating, or both.

5. The pilot program authorizes a total of five Pilot Program projects. The kWh saved

[

by the pilot projects are eligible to meet a portion of the “solar electric” requirement of the
Environmental Portfolio Standard.

6. Questions faised in SOLID’s discussions with APS concern whether solar water
heating that replaces natural gas as part of a Solar HVAC Pilot Program project would count
toward APS’ annual two solar water heating project limit as required by Decision No. 66565.

7. SOLID has requested that the Commission clarify that solar HVAC projects that
primarily displace electricity, but also displace some natural gas are eligible'to meet the EPS
requirements and are not subject to the restrictions placed on APS by Decision No. 66565.

8. Staff has reviewed SOLID’s filing and both Commission Decisions. Staff agrees
with SOLID that a clarification of the intent of Decision No. 67402 and the applicability of
Decision No. 66565 to Solar HVAC Pilot Program projects is needed and appropriate.

9. The Decisions intended to encourage two entirely different types of renewable
energy projects.

10. In its filing that led to Decision No. 66565, APS said, “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.”

11.  In the application, no mention was made of solar heating ventilation and air
conditioning systems. In Staff’s opinion, the clear intent was to allow a partial variance to
encourage large, commercial-scale solar water heating systems that could displace up to 60,000
therms of natural gas per year.

12.  Decision No. 67402 was designed primarily to encourage solar air conditioning, but
it also allowed a project developer to include solar space heating or solar water heating, or both.

The intent was to encourage an integrated renewable energy system that addressed cooling, heating

Decision No.
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and water heating, if appropriate. Typically, solar water heating in such sysfems is an ancillary
subsystem providing a limited amount of water heating. There was no stated intent in the Decision
to encourage large scale water heating.

13.  Staff believes that a clarification will have two positive benefits. First, such a
clarification will encourage the installation of new solar projects as originally intended. Second, a
clarification will remove an unintended impediment that has delayed proposed Solar HVAC
projects due to concerns about restrictions in Decision No. 66565.

14.  Staff recommends that the Commission adopt the following clarification wording in
the proposed order:

“In regard to Decision No. 67402, which established the Solar HVAC Pilot Program, the

Commission confirms that solar HVAC projects which meet the Solar HVAC Pilot

Program requirements and which primarily displace electricity, but also displace natural

gas for solar heating or water heating, may be used to meet the requirements of the

Environmental Portfolio Standard. We further confirm that the Solar HVAC Pilot Program

projects shall not be considered subject to the restrictions of the partial variance authorized

in Decision No. 66565.”

CONCLUSIONS OF LAW

1. The Commission has jurisdiction over the Environmental Portfolio Standard Rules
and over the subject matter of this application.

2. APS is an Arizona public service corporation within the meaning of Article XV,
Section 2, of the Arizona Constitution.

3. The Commission has jurisdiction over APS.

4, The Commission, having reviewed Staff’s Memorandum dated January 30, 2007,
concludes that it is in the public interest to clarify the intent of Decision No. 67402 and the

applicability of Decision No. 66565 to projects in the Solar HVAC Pilot Program.

Decision No.
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ORDER

IT IS THEREFORE ORDERED that, in regard to Decision No. 67402, which established
the Solar HVAC Pilot Program, the Commission confirms that solar HVAC projects which meet
the Solar HVAC Pilot Program requirements and which primarily displace electricity, but also
displace natural gas for solar heating or water heating, may be used to meet the requirements of the
Environmental Portfolio Standard.

IT IS FURTHER ORDERED that the Solar HVAC Pilot Program projects shall not be
considered subject to the restrictions of the partial variance authorized in Decision No. 66565.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2007.

BRIAN C. McNEIL
Executive Director

DISSENT:

DISSENT:

EGJ/RTW/Ihm /IMA
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Ms. Lori A. Glover

Co-CEO

S.O.L.ID. USA, Inc.

10645 North Tatum Boulevard, Suite 200
Phoenix, Arizona 85028

Ms. Jana Brandt, Reg. Agcy, Rep.
Ms. Kelly Barr

Salt River Project

Mail Station PAB300

PO Box 52025

Phoenix, Arizona 85072-2025

Mr. Christopher Hitchcock, Esq.
Hitchcock & Hicks

PO Box AT

Bisbee, Arizona 85603

Mr. Robert S. Lynch

Robert S. Lynch & Associates
340 East Palm Lane, Suite 140
Phoenix, Arizona 85004

Mr. Scott Wakefield

RUCO

1110 West Washington Street, Suite 220
Phoenix, Arizona 85007

Mr. Walter W. Meek

Arizona Utility Investor Association
2100 North Central Avenue, Suite 210
Phoenix, Arizona 85004

AB Baardson

Mountain County Co-Generation, Inc.
6463 North Desert Breeze Court
Tucson, Arizona 85750

Mr. C. Webb Crockett

Mr. Patrick J. Black

Mr. Jay L. Shapiro

Fennemore Craig

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012
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Mr. Lawrence V. Robertson, Jr.
Munger Chadwick PLC

333 West Wilmot, Suite 300
Tucson, Arizona 85711

Mr. Russell E. Jones

Waterfall, Economidis, Caldwell, Hanshaw & Villamana, PC
5210 East Williams Circle, Suite 800

Tucson, Arizona 85711

Mr. Steven C. Gross

Law Office of Porter Simon
40100 Truckee Airport Road
Truckee, California 96161

Mr. Ken Bagley

RW Beck

14635 North Kierland Blvd., Suite 130
Scottsdale, Arizona 85254

Mr. Steve Mendoza
Arizona Power Authority
1810 West Adams
Phoenix, Arizona 85007

Mr. Jay L. Moyes

Moyes Storey

3003 North Central Avenue, Suite 1250
Phoenix, Arizona 85012

Mr. Alan R. Watts
17132 El Cajon Avenue
Yorba Linda, California 92886

Mr. William D. Baker

Ellis & Baker, PC

7310 North 16™ Street, Suite 320
Phoenix, Arizona 85016

Mr. Barry M. Goldwater, Jr.
3104 East Camelback Road, Suite 274
Phoenix, Arizona 85016

Mr. Michael Grant
Gallagher & Kennedy

2575 East Camelback Road
Phoenix, Arizona 85016
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Mr. Jeffrey Crocket
Snell & Wilmer

One Arizona Center
400 East Van Buren
Phoenix, Arizona 85004

Ms. Jana Van Ness

Arizona Public Service Company
PO Box 53999

Phoenix, Arizona 85072-3999

Mr. Michael A. Curtis

Mr. William P. Sullivan

Curtis, Goodwin, Sullivan, Udall & Schwab, PLC
2712 North Seventh Street ’

Phoenix, Arizona 85006

Mr. Patrick J. Sanderson

AISA

4397 West Bethany Home Road
Phoenix, Arizona 85301

Mr. Theodore E. Roberts
Sempra Energy Resources
101 Ash Street, HQ 12-B
San Diego, California 92101

Mr. Thomas Mumaw

Ms. Karilee Ramaley

Pinnacle West Capital Corporation
400 North 5® Street, Station 8695
Phoenix, Arizona 85004

Ms. Stacy Aguayo

APS Energy Services

400 East Van Buren Street, Suite 750
Phoenix, Arizona 85004

Mr. John Wallace

Grand Canyon State Electric Co-op
120 North 44™ Street, Suite 100
Phoenix, Arizona 85034

Mr. Dennis L. Delaney

KR Saline & Associates

160 North Pasadena, Suite 101
Mesa, Arizona 85201
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Mr. Kevin C. Higgins

Energy Strategies, LLC

30 West Market Street, Suite 200
Salt Lake City, UT 84101

Mr. Roger K. Ferland

Quarles & Brady Streich Lang, LLP
Renaissance One

Two North Central Avenue
Phoenix, Arizona 85004

Mr. Michael Engelman

Dickstein, Shapiro, Morin & Oshinsky
2101 L Street NW

Washington, DC 20037

Mr. David A. Crabtree

Ms. Diedre A. Brown

TECO Power Services Corporation
PO Box 111

Tampa, Florida 33602

Mr. Michael A. Trantel

Mr. Patrick W. Burnett

Panda Energy International Inc.
4100 Spring Valley, Suite 1010
Dallas, Texas 75244

Mr. Peter Van Haren

Mr. Jesse W. Sears

City of Phoenix

200 West Washington Street, Suite 1300
Phoenix, Arizona 85003

Ms. Laurie A. Woodall

Office of the Attorney General
1275 West Washington
Phoenix, Arizona 85007

Ms. Donna M. Bronski

City of Scottsdale

City Attorney’s Office

3939 North Drinkwater Blvd
Scottsdale, Arizona 85251
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Mr. Daniel W. Douglass

Law Office of Daniel W. Douglass
6303 Owensmouth Avenue, 10™ Floor
Woodland Hills, California 91367

Mr. Al Bellac
20801 North 90™ Place, Building 165
Scottsdale, Arizona 85255

Arizona Utility Investors Association
2100 North Central, Suite 210

PO Box 34805

Phoenix, Arizona 85067

Mr. Andrew W. Bettwy

Ms. Bridget A. Branigan
Legal Department
Southwest Gas Corporation
5241 Spring Mountain Road
Las Vegas, Nevada 89150

Mr. Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Mr. Christopher C. Kempley
Chief Counsel

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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