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RE: Docket No. U-0000-94-165

Dear Rhonda,

Enclosed for filing in the above referenced docket is the original and 10 copies of
the Comments of the Environmental Group on the Commission’s Proposed Rules Regarding the
Introduction of Retail Electric Competition.

Thank you for your time and attention to this and other matters. I am sure I will be
talking with you again. Please do not hesitate to contact me at 303-444-1188 ext. 221 if you have
any questions. Have a happy holidays!

Sincerely,

tlncts

Wendy R. n
Legal Assistant
Energy Project

2260 Baseline Road e Suite 200 ¢ Boulder, Colorado 80302 » (303) 444-1188 « FAX (303) 786-8054
e-mail: landwater@lawfund.org « Web site: http://www.lawfund.org

45 100% Kenaf tree-free paper



http://lawfund.org

RN Cimieman 'NOV 2 7 1996 R '

MARCIA WEEKS JOCKETED BY ﬁ ROk
Commissioner - Q\g\j}gﬁﬁ\.ﬁm?;ﬁ*“ o

CARL J. KUNASEK
Commissioner

IN THE MATTER OF COMPETITION IN
THE PROVISION OF ELECTRIC SERVICES

) DOCKET NO. U-0000-94-165

) ' o
THROUGHOUT THE STATE OF ARIZONA. )

)

)

REPLY COMMENTS OF THE ENVIRONMENTAL GROUP
ON THE COMMISSION’S PROPOSED RULES REGARDING
THE INTRODUCTION OF RETAIL ELECTRIC COMPETITION

November 27,» 1996

The Environmental Group, comprised of the Land and Water Fund of the Rockies, the Grand
Canyon Cﬁapter of the Sierra Club, and the Grand Cahyon Trust, hereby submits its reply comments
in the above captioned proceeding. As noted in our initial comments, the Environmental Group
broadly supporfs the move towards increased competition in the electric utility industry in Arizona,
primarily due to our belief that retail electricity competition has the poténtial to lower the costs of
energy and provide other beneﬁts including environmental improvement. In the Environmental
Groﬁp’s view, retail competition should be introduced only under terms and conditions that will

enhance the environment as well as the interests of all consumers. We support the Commission’s

proposed rule with five relatively minor changes as follows:

e Clarify the definition of "System Benefits”



. Modify the "buy-through" language to encourage development of solar resources, and clarify
that it shall not result in cost-shifting

. Clarify that the System Benefits Charge (SBC) is intended to collect monies sufficient to fund
present renewables MW commitments '

. Establish the Solar Portfolio Standard (SPS) percentages as a floor that may be increased,
but shall not be reduced.

. Require that each energy supplier provide full disclosure as to its energy resources and
emission levels to facilitate informed customer choice.

The Environmental Group has limited comments in response to the initial comments of the
"Center for Energy and Economic Development” (CEED), Arizona Public Service Company (APS),

and the Residential Utility Consumer Office (RUCO) in this matter.

Reply Comments Regarding the Solar Portfolio Standard

In its comments, focused entirely on the SPS, CEED indicates that to its knowledge, no
information has been produced concerning the cost to ratepayers and the Arizoha economy. Despite
this purported lack of information, CEED claims that "those costs would be very high" and could
not possibly be justified on an economic or environmental basis.

On October 4, 1996, the Utilities -Division of the Arizona Co-rporation Commission (ACC)
issued a report entitled "Staff Discussion of the Proposed Rule on Electric utility Restructuring.”
In this report, the ACC Staff devotes nine of the 30 pages to a discussion of the SPS, including the
benefits, the impact on energy consumers, and the manufacturing capacity of the solar industry. The
Staff believes that the cost increase imposed on generation is justified by the value of solar resources
as a ﬁedge against fossil fuel price increases, as an inducemént to encoﬁrage greater production of

solar generating systems (with the attendant economies of scale), and by their environmental benefits.




These conclusions are based upon a very conservative present cost estimate of solar power of
30¢/kWh which is expected to decline over time. Moreover, Staff believes that the cost impact will
be less than the savings which can occur through competition.

The costs of solar technologies are an important factor. A 1995 CEED study, "Energy
Choices in a Competitive Era," noted that solar thermal production costs declined to about 12¢ - 20¢
per kWh from 60¢ between 1980 and 1990. These 1990 costs are about half of the estimate used
by the ACC Staff to justify the SPS, and if’s likely that costs have continued to decline since 1990.
With respect to PV costs, the study indicatéd that laboratory tests of new technologies are pushing
the 20% efficiency level, and that these efficiency levels might make fhem economically viable. The
comments of CEED in this docket are inconsistent with its own study which, in 1995, found the
costs of solar thermal well below the conservative cost estimate used by the ACC Staff in its
discussion of the SPS, and PV costs approaching economic viability. CEED’s arguments are without
basis.

APS also discussed the SPS, referring back to its September 12 comments, noting the

"tremendous costs" and the possibility that the SPS would not result in "a single kw of increased

solar capacity." In response, we note that APS’ September 12 comments addressed a SPS twice as
large as the present proposal, and that solar costs, as discussed above and in our iniﬁal comments,
appear to be well below the estimates utilized by the Staff to support the standard. Indeed, the only
economic reason an energy supplier would not develop its share of solar resources would be that the
30¢/kWh penalty is less than the cost of building such resources. It has already been shown in these
comments, and in the initial comments of the Environmental Group, that solar technology costs

exceeding 30¢/kWh are a very unlikely scenario.



APS goes on to suggest that the SPS provision be replaced with its own plan to encourage
solar technology development, also described in its September 12 comments. APS’ proposal would
create a statewide fee on all energy consumers and require an independent agency to administer and
disburse the pool of revenue collections. There appear to be no resource cost advantages to such
a proposal. The SPS concept in the proposed rule is a market-driven supply-side approach Which
encourages energy providers to capture the most economic and efficient solar technologies available.
Thus, we see no reason to shift the debate to a statewide fee plan.

Solar energy technologies not only mitigate adverse environmental impacts, but provide long-
term diversification benefits against fuel price fluctuations as pointed out in the Staff’s October 4
report. In Arizona specifically, the economic development benefits of promoting the development
of a solar industry are potentially enormous. We believe there is more than ample reason to retain

the SPS.

Reply Comments Regarding Energy Supplier Certification

RUCO’s comments with respect to certification of competitive energy suppliers (iterh 11) are
confusing. Its recommendation to eliminate the certification requirement would place energy
consumers, particularly thosé with low levels of knowledge regarding the competitive electricity
market, at great risk to self-proclaimed energy service providers who only need to meet the barest
of requirements. RUCO’s suggestion seems to allow much latitude for abuse, particularly during
the transition period. We recommend that the proposed rules regarding certification of competitive

energy suppliers be retained and adopted as proposed.




Conclusion and Recommendation

The Environmental Group continues to believe that the proposed rule provides a strong
framework to implement retail competition in Arizona. We recommend that the suggestions of
CEED and APS with réspect to the SPS be rejected for the reasons noted above. In addition,
certification of energy providers should be retained as proposed, and RUCO’s recommendations in
this regard rejected. The proposed rule, with the changes proposed by the Environmental Group,
can establish a competitive structure that will provide opportunities to enhance economic
development, air quality, and the environment in Arizona and throughout the Western United States.
We again thank the Commission for the opportunity to present these comments. Dated this 26th day

of Novembér, 1996:

Respectfully submitted,

ek /3//// —

RICK GILLIAM, Senior Technical Advisor
Energy Project

Land and Water Fund of the Rockies

2260 Baseline Road, Suite 200

Boulder, CO 80302

Tel. 303.444.1188x218

Fax. 303.786.8054
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