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IN THE MATTER OF ARIZONA
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APPLICATION FOR APPROVAL OF
CONCENTRATING SOLAR POWER
CONTRACT E-01345A-08-0106

P urs ua nt to the  Re ne wa ble  Ene rgy S ta nda rd ("RES ") Rule , A.A.C. R14-2-l804(G)

Arizona  Public Se rvice  Compa ny ("APS" or "Compa ny") s e e ks  a pprova l a nd a s s ura nce  of

full cos t recovery of a  Purchase  Power Agreement ("PPA") to procure  renewable  energy from

re s ource  ("Sola na  Ge ne ra ting S ta tion" or

This  s ola r pla nt will be  de ve lope d by Arizona  S ola r One  LLC ("Arizona  S ola r

One ") a nd will be  loca te d ne a r Gila  Be nd, Arizona . The  P P A would a llow AP S  to procure

the  full output of this  280 me ga wa tt ("MW") proje ct for a  thirty-ye a r pe riod. CSP te chnology

will he lp APS  me e t Arizona 's  growing de ma nd for powe r by us ing cle a n s ola r e ne rgy, the

s ta te 's  mos t abundant renewable  resource . APS be lieves  tha t the  Solana  Genera ting Sta tion

21 proje ct, which will be  Arizona 's  la rge s t s ource  of re ne wa ble  e ne rgy a nd one  of the  la rge s t

CS P  pla nts  in  the  world , provide s  a  time ly opportunity to  be ne fit AP S 's  cus tome rs  by

integra ting this  va luable  renewable  technology into the  Company's  genera tion portfolio

The  s ucce s s fu l de ve lopme nt of th is  proje ct is  continge nt upon s e ve ra l fa ctors

25  inc lud ing  Arizona  Corpora tion  Commis s ion  ("Commis s ion") a pprova l o f the  P P A, the

15 a  propos e d  conce ntra ting  s o la r powe r ("CS P ")

So1ana").1

A.A.C R14-2-l804(G) s pe cifica lly provide s  tha t "An Affe cte d Utility ma y a s k the  Commis s ion to pre
a pprove  a gre e me nts  tO purcha se  e ne rgy or Re ne wa ble  Ene rgy Cre dits  from Eligible  Re ne wa ble  Ene rgy
Re s ource s ." The  CS P  pla nt is  a n Eligible  Re ne wa ble  Ene rgy Re s ource , s pe cifica lly a  "S ola r Ele ctricity
Re source ," a s  de fine d in A.A.C. R14-2-l802(A)(l0)
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4.

1 extens ion of the  federa l renewable  energy inves tment tax credit, success ful s iring, pe rmitting

2 a nd inte rconne ction, a nd succe s s ful proje ct fina ncing. The  firs t critica l fa ctor is  Commiss ion

3 a pprova l, including a s s ura nce  of full a nd time ly re cove ry of a ll cos ts  of purcha s ing e ne rgy

4 a nd Re ne wa ble  Ene rgy Cre dits  ("RECs ") purs ua nt to the  P P A. Due  to the  ma gnitude  a nd

5 e xpe ns e  of the  propos e d proje ct to the  Compa ny, which is  e xpe cte d to be  gre a te r tha n four

6 billion dolla rs  ove r its  thirty-ye a r te rm, AP S  be lie ve s  tha t Commis s ion a pprova l for cos t

7 recovery for the  Solana  Genera ting Sta tion PPA is  required.

8

9 A.

10 The  S ola na  Ge ne ra ting S ta tion will cons is t of a pproxima te ly thre e  s qua re  mile s  of

l l s ola r pa ra bolic troughs  a nd two s te a m turbine s . S ola na  will provide  s ix hours  of the rma l

12 s tora ge  ca pa bility to produce  280 MW of firm ca pa city. The  pa ra bolic trough sola r colle ctor

13 te chnology tha t S ola na  will utilize  is  we ll e s ta blis he d for us e  in powe r pla nt a pplica tions -

14 this  type  of plant has  been in commercia l ope ra tion a t seve ra l facilitie s  for ove r twenty yea rs .

15 The  Solana  Genera ting Sta tion is  projected to provide  approximate ly 900,000 megawatt hours

16 ("MWh") of re ne wa ble  e ne rgy for APS 's  cus tome rs  e a ch ye a r. Ope ra ting a t full ca pa city, it

17 ca n me e t the  e le ctricity ne e ds  of a pproxima te ly 70,000 Arizona  home s . With its  the rma l

18 e ne rgy s tora ge  ca pa bility, Sola na  Ge ne ra ting S ta tion will provide  firm ca pa city a t the  time  of

19 APS 's  sys tem peak and ope ra te  a t grea te r than a  nine ty pe rcent capacity factor during times

20 whe n APS 's  cus tome rs  mos t ne e d e le ctricity, from noon until 8:00 p.m. during the  months  of

21 June  through Se pte mbe r. The  a bility to dispa tch powe r during pe a k de ma nd pe riods  ma ke s

22 this  a n ide a l te chnology for the  AP S  s ys te m. The  the rma l e ne rgy s tora ge  ca pa city a llows

23 APS to ma ximize  output during s umme r pe a k pe riods , which is  of cons ide ra ble  va lue  in the

24 dese rt with its  extreme  summer tempera tures  and subs tantia l a ir conditioning load

25 Arizona  Sola r One  plans  to cons truct a  subs ta tion a t the  plant s ite  and approxima te ly

26 twe nty mile s  of ne w 230 kV tra nsmis s ion line s  to inte rconne ct to the  APS Gila  Be nd 230 kV

27

1 . SOLANA GENERATING STATION

Description of the Project

Thermal energy storage  a llows solar energy to be  collected and stored for an optimized dispatch of the  power
plant to match demand. The storage system for Solana is a  six tank molten-salt design
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1 s ubs ta tion, whe re  AP S  will ta ke  de live ry. It is  a nticipa te d tha t more  tha n fifte e n hundre d

2 worke rs  will be  ne e de d to cons truct the  fa cilitie s , a nd a pproxima te ly e ighty-five  e mploye e s

3 will be  re quire d to ope ra te  the  Sola na  pla nt. Arizona  Sola r One  is  curre ntly comme ncing its

4  s irin g  a n d  p e rmittin g  p ro c e s s  a n d  p la n s  to  file  fo r its  Ce rtific a te  o f En viro n me n ta l

5 Compa tibility ("CEC") for this  fa cility in the  ne a r future . The  S ola na  Ge ne ra ting S ta tion is

6 expected to be  commercia lly operable  in the  summer of 201 l .

7

8 Arizona  Sola r One  is  pa rt of a  family of companies  tha t have  decades  of expe rience  in

9 the  s ola r indus try. Abe ngoa  S .A. is  a  multi-na tiona l te chnology compa ny tha t ha s  be e n in

10 bus ine s s  for ove r s ixty ye a rs  a nd is  he a dqua rte re d in Ma drid, Spa in. Abe ngoa  S .A. ha d four

ll billion dolla rs  in s a le s  in 2006, a nd ha s  ove r 23,000 e mploye e s  worldwide . Its  wholly-owne d

12  s ubs id ia ry, Abe ngoa  S o la r S .A, ha s  ove r 500  MW of CS P  p la n ts  ope ra ting  o r unde r

13 de ve lopme nt in the  Unite d S ta te s , S pa in, Alge ria  a nd Morocco. Abe ngoa  S ola r S .A. ha s

14 comple te d a  numbe r of groundbre a king re ne wa ble  ins ta lla tions , including the  world's  firs t

15 comme rcia l s ola r towe r in S pa in a nd the  world's  firs t Inte gra te d S ola r Combine d Cycle  in

16 Alge ria . Abengoa  Sola r Inc.3 is  the  United S ta te s  subs idia ry of Abengoa  Sola r S .A., and has

17 ins ta lled the  firs t sola r sys tem in Arizona  to provide  space  hea ting, wa te r hea ting, and cooling

18 us ing pa rabolic troughs  a t Cochise  College  in Douglas .

19 Arizona  S ola r One  is  the  wholly-owne d s ubs idia ry of Abe ngoa  S ola r Inc., a nd wa s

20 formed to deve lop the  Solana  Gene ra ting S ta tion project. Members  of the  Arizona  Sola r One

21 team have  extens ive  expe rience  in the  sola r power indus try and CSP technologie s , including

22 the  management of la rge  CSP plants  in Ca lifornia . APS be lieves  tha t Arizona  Sola r One  and

23 its  re la te d compa nie s  ha ve  the  de ve lopme nt e xpe rie nce , e xte ns ive  unde rs ta nding of supply

24 cha in cons tra ints , a nd a cce ss  to ca pita l re source s  tha t pla ce s  the m in a  pos ition to me e t the

25 obliga tions  of the  P P A

26

B. Des crip tion of the  Pro jec t Developer

Abengoa Solar Inc. was formerly named "Solucar, Inc
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2 Abengoa Solar presented this  solar project to APS in response  to the  2007 Renewable

3 RFP .4 Afte r comple ting a  full e va lua tion a nd s e ve ra l months  of ne gotia tions , AP S  a nd

4 Arizona  Sola r One  e xe cute d a  thirty-ye a r PPA, continge nt on Commiss ion a pprova l, for the

5 full output of the  S ola na  Ge ne ra ting S ta tion, which is  e xpe cte d to produce  a pproxima te ly

6 900,000 MWhs  pe r ye a r. At 280 MW, the  proje ct wa s  s ize d to be  la rge  e nough to a chie ve

7  s ign ifica n t e conomie s  o f s ca le , a n  importa n t fa c to r in  d riving  down the  p ro je c t cos t.

8 Collective ly, APS and Abengoa  worked to optimize  the  s ize  of the  sola r fie ld and the  the rma l

9 s torage  (s ix hours ) to bes t fit APS's  capacity and energy needs .

10 The  contract includes  ene rgy-based pricing, with APS taking the  output of the  plant,

ll but only pa ying for the  a ctua l e ne rgy produce d. The  PPA include s  pe rforma nce  gua ra nte e s

12 and te rmina tion rights , so APS can te rmina te  the  contact with damage  payments  if the  plant

13 fa ils  to produce  ove r a  pe riod of s e ve ra l ye a rs . The  PPA pricing is  de fine d, with a  mode s t,

14 fixe d e s ca la tion ove r the  te rm of the  a gre e me nt, e limina ting a ny unce rta inty in cos t. Als o,

15 the  renewable  project is  free  of ca rbon emiss ions , e limina ting exposure  to prospective  ca rbon

16 legis la tion. Ove r the  te rm of the  contract, the  cos t is  approxima te ly nine teen pe rcent grea te r

17 tha n the  cos t of the  conve ntiona l re s ource  a lte rna tive , which is  compe titive  with othe r

18 re ne wa ble  e ne rgy proje cts . The  tota l notiona l va lue  of the  contra ct is  more  tha n four billion

19 dolla rs , which is  a pproxima te ly $20/MWh to $25/MWh a bove  the  cos t of conve ntiona l

20 gene ra tion ove r the  thirty-yea r te rm of the  contract.

21 With a  project this  s ize , a  number of contingencies  a re  required. The  PPA includes  a

provis ion tha t a llows  the  pa rtie s  to te rmina te  the  PPA if Commiss ion approva l acceptable  to

24

25

26

27

28

Purchas e  Power Agreement

4 On Ma rch 5, 2007, AP S  is sue d a  re que s t for proposa l to a cquire  a dditiona l re ne wa ble  re source s  ("2007
Renewable  RFP"). APS  contracted with an independent auditor for the  dura tion of the  2007 Renewable  RFP
who ha s  ce rtifie d tha t the  proce dure s  for choos ing Eligible  Re ne wa ble  Ene rgy Re s ource s  we re  fa ir a nd
unbia se d a nd ha ve  be e n a ppropria te ly a pplie d. In a ddition to the  S ola na  proje ct, the  Compa ny is  pursuing
other projects from this RFP to meet RES compliance

S e ction 2.02(a ) of the  P P A provide s  tha t e ithe r pa rty ha s  the  right to te rmina te  the  P P A if Commiss ion
approval has not occurred within 160 days of the  effective  da te  of the  PPA or July 17, 2008. However, the  160

4
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1 One  may te rmina te  the  contract if the  fede ra l renewable  ene rgy inves tment tax credits  tha t

2 a pplie s  to the  proje ct is  not e xte nde d by J une  30, 2009, if Arizona  Sola r One  is  not a ble  to

3 obta in a cce pta ble  third-pa rting fina ncing, or if by De ce mbe r 3 l, 2008, Arizona  Sola r One  is

4 not s a tis fie d with the  e xpe cte d outcome  of the ir tra ns mis s ion inte rconne ction s tudie s . The

5 te rms  of the  contra ct a re  furthe r de s cribe d in the  Contra ct Summa ry, which is  a tta che d a s

6 Exhibit A. The  full contra ct, a long with the  Compa ny's  e conomic a na lys is , will be  provide d

7 to the  Commiss ion pursuant to a  protective  agreement.

8

9 There  a re  a  number of factors  tha t have  influenced the  Company's  decis ion to pursue

10 the  CSP  re s ource . APS  s trongly be lie ve s  tha t the  dive rs ifica tion of ge ne ra tion re s ource s  is

11 critica l to ma inta ining a  re liable , cos t e ffective  e lectric sys tem in Arizona  - a  point promoted

12  by Commis s ion  S ta ff.7  The  S o la na  Ge ne ra ting  S ta tion  pro je c t p rovide s  a  s ign ifica n t

13 opportunity to dive rs ify APS 's  e ne rgy re source s  a t. a  re a sona ble  pre mium. His torica lly CSP

14 plants  have  been prohibitive ly expens ive , but the  cos ts  to cons truct and ma inta in CSP plants

15 ha ve  re ce ntly be gun to de cline  a t the  s a me  time  tha t e quipme nt a nd la bor cos ts , ris ing fue l

16 prices , and emiss ions  concerns  a re  increas ing the  risks  of conventional resources .

17 The  Solana  Gene ra ting S ta tion PPA provide s  APS with a  firm re source  tha t will he lp

18 the  Compa ny me e t its  cus tome rs ' s umme r ca pa city ne e ds , the re by de fe rring the  ne e d to

19 a cquire  a dditiona l pe a king re s ource s . In a ddition, the  long-te rm na ture  of the  PPA a nd the

20 a s s ocia te d fixe d pricing s che dule  will provide  AP S  with s ignifica nt price  s ta bility in  the

21 future . APS  e s tima te s  tha t this  proje ct will re duce  the  Compa ny's  incre me nta l na tura l ga s

22 cons umption cos ts  by a pproxima te ly fifty million dolla rs  pe r ye a r. This  re duction in na tura l

23 ga s  cons umption provide s  the  a dde d be ne fit of a cting a s  a  he dge  a ga ins t na tura l ga s  price

24 fluctua tions

25

26

D. Benefits of the Solana Generating Station Project
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Acquiring this  renewable  re source  will a lso addre ss  current regula tory requirements

2 a s  the  output a s s ocia te d with this  re ne wa ble  e ne rgy pla nt will a pply towa rd the  Compa ny's

3 requirements  under the  RES Rules ." Depending upon the  fina l in-se rvice  da te  and the  success

4 of othe r re ne wa ble  proje cts , Sola na  ma y e na ble  APS to me e t the  RES Rule s  re quire me nt to

5 a cquire  five  pe rce nt of its  a nnua l re ta il s a le s  from Eligible  Re ne wa ble  Ene rgy Re source s  by

6 2012, which is  more  than three  yea rs  ea rlie r than required

AP S  re cognize s  tha t re ne wa ble  e ne rgy be come s  e ve n more  importa nt unde r the

8 prospe cts  of ca rbon le gis la tion. The  s ignifica nt procure me nt of e ne rgy a nd ca pa city tha t the

9 Arizona  Sola r One  transaction represents  has  the  potentia l to reduce  the  Company's  exposure

10 to future  ca rbon legis la tion. APS forecas ts  tha t the  ene rgy procured by this  PPA will he lp the

l l Company avoid carbon dioxide  emiss ions  an average  of approximate ly 475,000 tons  per year

12 This  is  equiva lent to the  annua l greenhouse  gas  emiss ions  from more  than 78,000 passenger

13 ve hicle s

14
11 . P ROP OS ED P RUDENCE F INDING AND RATE RECOVERY

16

18

Be ca use  of the  s ignifica nce  of the  Sola na  PPA, Commiss ion a pprova l is  re quire d. In

its  report address ing the  proposed amendments  to the  Commiss ion's  Environmenta l Portfolio

Standard Rules ,1 u Staff specifica lly addressed the  reasons  tha t utilities  may be lieve  tha t pre

a pprova l for long-te rm contra cts  for re ne wa ble  e le ctric ity with  a bove -ma rke t cos ts  is

necessa ry." S ta ff note d tha t in the  e a rly ye a rs  of the  Environme nta l P ortfolio S ta nda rd

20 utilitie s  we re  re lucta nt to e xe cute  long-te rm contra cts  for re ne wa ble  e ne rgy with a bove

marke t cos ts  because  of fea rs  tha t a  future  Commiss ion might cance l the  Portfolio Standard

23
6

24

25

26

27

28

See A.A.C. R-14-2_1804
The  forecast for renewable  ene rgy assumes the  successful de live ry of ene rgy from a ll exis ting and seve ra l

ne w P P As , without te nnina tion, de la y or inte rruption. RES  ta rge ts  re quire  AP S  to s e rve  5% of the  re ta il
e ne rgy ne e ds  with re ne wa ble  e ne rgy in 2015 a nd 15% by 2025. S e e  A.A.C. R14-2-1804. While  the  S ola na
PPA is  a  s ignificant renewable  commitment, it is  le ss  than one-year's  amount of APS 's  growing capacity (300
MW/yr) and ene rgy (1200 GWhs/yr) need, and, the re fore , does  not e limina te  the  Company's  need to pursue
other resource  options going forward

The  Commiss ion cha nge d the  na me  of the  Environme nta l P ortfolio S ta nda rd rule s  to the  "Re ne wa ble
Energy S tandard and Tariff

February 3, 2006 S ta ff Report for P roposed Amendments to the  Environmenta l Portfolio S tandard Rules a t
14-15. (Docke t No. RE-00000C-05-0030) ("RES  S ta ff Report")
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1 or prohibit the  utility from cos t re cove ry of a bove -ma rke t cos ts .12 Unde r the  PPA, the  cos t

2 a bove  conve ntiona l re s ource  a lte rna tive s  is  a pproxima te ly $20 MWh to $25 MWh ove r the

3 thirty-ye a r contra ct pe riod, with APS 's  obliga tion unde r the  contra ct tota ling more  tha n four

4  b illion  dolla rs . In addition, while  the  capacity and energy produced by Solana  a re  less  than

5 one  yea r's  worth of growth for APS, the  project exceeds  the  amount of ene rgy needed to mee t

6 the  nea r-te rm RES ta rge ts . Clea rly, S ta ff"s  s ta tements  accura te ly re flect the  Company's  need

7  to d a y to  o b ta in  Co mmis s io n  a p p ro va l b e fo re  p ro ce e d in g  with  th is  s ig n ific a n t P P A.

8 S pe cifica lly, the  Compa ny re que s ts  tha t the  Commis s ion find tha t it is  prude nt for AP S  to

9 e nte r into the  Sola na  Ge ne ra ting S ta tion PPA, a nd tha t a ll cos ts  of purcha s ing e ne rgy a nd

10 RECs  purs ua nt to  the  P P A, including  the  a bove -ma rke t cos ts , will be  fu lly a nd  time ly

1 l recovered in re ta il e lectric ra tes .14

12 APS is  not a sking the  Commiss ion to provide  a  prude nce  de te rmina tion in this  filing

13 on the  impute d de bt a s s ocia te d with this  contra ct. The  cos t of the  contra ct re pre s e nts  a n

14 a pproxima te ly nine te e n pe rce nt pre mium, e xcluding impute d de bt, a s  compa re d to the  cos ts

15 of a  compa ra ble  conve ntiona l re s ource . This  a na lytica l a pproa ch is  cons is te nt with the  one

16 us e d for prior APS  re ne wa ble  contra cts  tha t the  Commis s ion ha s  s e e n in the  pa s t be ca us e

17 pre vious ly, ra ting a ge ncie s  we re  not imputing de bt for the s e  type s  of contra ct.l5 Howe ve r,

18 unde r the  curre ntly publis he d S ta nda rd a nd P oor's  ("S &P ") me thodology, impute d de bt is

19  inc lude d  for a ll P P As . Us ing the  S &P  impute d de bt me thodology, the  pe rce nt of a bove

20 avoided cos ts  for the  Solana  Gene ra ting Sta tion PPA increases  to twenty-one  pe rcent above

21 the  cos t of conventiona l re sources . Long-te rm PPAs  and the ir a s socia ted imputed debt place

22 .

23

24

25

26

13

12 Id.
13 S pe cific cos ts  of the  P P A a nd a  compa rison to the  conve ntiona l re source  a lte rna tive  a re  compe titive ly
confidentia l, and will be  provided to the  Commission under a  protective  agreement. The  economic eva lua tion
doe s  not include  the  fina ncia l impa ct of a voide d ca rbon e mis s ions , which will not be  known until ca rbon
legisla tion is passed.
14 S ince  pa yme nt unde r the  P P A will not be gin until 2011, it is  not ne ce s sa ry tha t a  funding me thod be
identified a t this  time

APS  executed severa l s ignificant renewable  contracts  approximate ly two yea rs  ago. All of those  contracts
were  energy-only contracts , which S&P excluded from the ir imputed debt ca lcula tions. Other ra ting agencies
had different approaches toward imputing debt on long-term contracts, but none assessed any imputed debt for
renewable  contracts a t that time
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111. TIMING OF DECISIDN

16

APS makes an unqualified commitment, which it cannot do until it has received Commission

1 a measurable financial burden on the Company, which results in real costs that  must  be

2 recovered for APS to maintain its financial well-being. However, unlike the PPA pricing, the

3 cost  of imputed debt  may change over t ime. Consequently, the Company is not  asking for

4 imputed debt recovery in this filing, but anticipates doing so in a future rate case filing.

5

6 APS requests that  the Commission make a determination in this matter and issue a

7 decision no later than June 6, 2008. Time is of the essence in obtaining Commission approval

8 o f this PPA,  because under  it s t erms,  either  par ty will have the r ight  to  t erminate the

9 t ransact ion if final Commission approval is not  received within 160 days of the date of

10 execution. There are several important reasons for the establishment of the 160-day deadline.

ll The PPA pricing is specifically sensitive to commodity pricing, and significant concerns exist

12 that those commodity prices will increase over the upcoming year. Abengoa cannot sign firm

134 contracts for many of the necessary materials and services or acquire its financing until after

14

15 approval to proceed. Additionally, delays in final approval of the PPA will affect the ability

16  o f t he  p lant  t o  be  in- service  by t he  summer  o f 2011.  To  ass is t  in t he  Co mmissio n's

17 determinat ion,  APS will provide the Solana Generat ing Stat ion PPA and the Company's

18 economic analyses suppor t ing t his  PPA t o  t he Commission,  pursuant  t o  an execut ed

19 protective agreement.

20

21 The Solana Generat ing Stat ion PPA would provide an important  new renewable

22 resource to the APS portfolio that will help meet critical summer capacity needs, add a long-

term fixed-price energy source, reduce the Company's dependence on natural gas, assure

compliance with certain RES requirements, and reduce the Company's exposure to carbon

risk. But  the commitment  is over four billion dollars,  therefore,  APS requests that  the

Commission approve the Company's execut ion of the Solana Generat ing Stat ion PPA as

Iv . CONCLUSION
I

See explanation at Footnote #5
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1 quickly a s  pos s ible , a nd provide  a s s ura nce s  of full a nd time ly cos t-re cove ry for a ll cos ts  of

2  p u rc h a s in g  e n e rg y a n d  R E C s  p u rs u a n t to  th e  P P A s o  th a t th e  c o n s tru c tio n  o f th is  n e w

3 re ne wa ble  re s ource  ca n comme nce .

4

5
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By
a h R. S cott

Attorne y for Arizona  P ublic  S e rvice  Compa ny

11

12

ORIGINAL and thirte en (13) copie s
of the  foregoing filed this  215' day of
Februa ry, 2008, with

14
Docke t Contro l
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix. Arizona  85007

17

19

20

22

24

26



-11111

9

EXHIBIT A
Page  1 of 2

Summary of
Renewable Energy Purchase and Sale Agreement

between
Arizona Public Service Company and Arizona Solar One LLC

Comme rc ia l Te rms

Ove rvie w - AP S  ha s  a gre e d to purcha s e  a ll e ne rgy produce d by Arizona  S ola r
One 's  sola r power plant for a  pe riod of thirty (30) yea rs  a fte r it begins  commercia l
ope ra tion

Output Contract - APS  will purchase  wha teve r ene rgy is  a ctua lly produced by the
sola r powe r pla nt, subje ct to ce rta in limits  on how much e ne rgy APS  is  obliga te d
to accept

Re ne wa ble  Ene rgy Re s ource  -.- The  s ola r powe r pla nt will be  a  qua lifie d s ola r
e le ctricity re s ource  unde r Arizona  la w a nd the  rule s  of the  Arizona  Corpora tion
Commiss ion (the  "Commis s ion"). Ene rgy produce d by the  sola r powe r pla nt will
ge ne ra te  Re ne wa ble  Ene rgy Cre dits  for AP S  a nd count towa rds  its  re ne wa ble
energy resource  requirements

Des c rip tion  of Sola r Power P lant

Loca tion - We s t of Gila  Be nd, Arizona

De live ry P oint - All e ne rgy produce d by the  sola r powe r pla nt will be  de live re d to
APS a t its  Gila  Bend 230kV Subs ta tion

Te chnology .- P a ra bolic trough s ola r te chnology with a  the rma l s tora ge  s ys te m
d e s ig n e d  to  a d d  u p  to  s ix (6 ) h o u rs  o f s to re d  e n e rg y u n d e r n o rma l s o la r
conditions

Namepla te  Ra ting -- 280 MW

Projected Annua l Output -- 900,000 MWh

Construction and Operation of the Solar Power Plant

Construction Schedule  .-- Under the  agreement, Arizona  Sola r One  is  obliga ted to
me e t ce rta in cons truction mile s tone s  ba s e d on a  pre -de te rmine d s che dule . I f
Arizona  S ola r One  doe s  not me e t those  mile s tone s , it mus t ta ke  ce rta in s te ps  to
e nsure  the  time ly comple tion of the  sola r powe r pla nt - a nd, in some  ins ta nce s
pay damages to APS

Expe cte d Comme rcia l Ope ra tion Da te  - The  s ola r powe r pla nt is  e xpe cte d to
a chie ve  comme rcia l ope ra tion not more  tha n 38 months  a fte r the  Commis s ion
a pprove s  the  a gre e me nt. Tha t de a dline  ca n be  e xte nde d by the  pa rtie s  if ce rta in
e ve nts  occur, but, with ce rta in e xce ptions , the  a gre e me nt ma y be  te rmina te d if
commercia l ope ra tion does  not occur within 50 months  of Commiss ion approva l

S tanda rds  - Arizona  Sola r One  is  obliga ted to cons truct, ope ra te  and ma inta in the
sola r power plant in accordance  with "good utility practice s" a s  e s tablished by the
indus try
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Performance  Guarantees

• Ge ne ra l -. The  a gre e me nt include s  s e ve ra l pe rforma nce  gua ra nte e s  tha t a re
de s igne d to e ns ure  the  s ola r powe r pla nt is  a  re lia ble  re s ource  for AP S  a nd its
cus tome rs  - both in te rms  of a nnua l output a nd its  contribution to AP S 's  pe a k
load requirements .

Minimum Annua l Output - Arizona  Sola r One  mus t pay APS  damages  if the  sola r
power plant's  annua l ene rgy output fa lls  be low ce rta in leve ls .

Minimum Ca pa city - Arizona  S ola r One  mus t pa y AP S  da ma ge s  if the  s ola r
power plant's  peak capacity fa lls  be low ce rta in leve ls .

Chronic Unde rpe rforma nce  - If the  s o la r powe r p la nt de mons tra te s  chronic
unde rpe rforma nce  ove r s pe cifie d time  pe riods , AP S  is  e ntitle d to te rmina te  the
agreement.

P la nne d Outa ge s  - Arizona  S ola r One  s ha ll not s che dule  a ny pla nne d outa ge s
from the  pe riod beginning June  l and ending on September l of any yea r.

Conditions and Contingencies

• Commis s ion Approva l - The  a gre e me nt is  s ubje ct to Commis s ion a pprova l a nd
s uch a pprova l mus t be  a cce pta ble  in a ll re s pe cts  to AP S . If fina l Commis s ion
a pprova l is  not obta ine d within 160 da ys  of e xe cution, which include s  a  40-da y
window for re cons ide ra tion a nd a ppe a l, e ithe r pa rty ma y opt to te rmina te  the
agreement.

Inve s tme nt Ta x Cre dits  .- Arizona  S ola r One  pla ns  to fina nce  cons truction of the
sola r power plant (in pa rt) with renewable  ene rgy Inves tment Tax Credits  tha t a re
unde r cons ide ra tion by the  Unite d S ta te s  Congre s s . If thos e  ta x cre dits  a re  not
imple me nte d by J une  30, 2009, Arizona  S ola r One  ma y opt to  te rmina te  the
agreement.

O th e r Co n tin g e n c ie s  . - Arizo n a  S o la r On e  ma y a ls o  o p t to  te rmin a te  th e
agreement if it does  not rece ive  suitable  financing or assurance  tha t an acceptable
inte rconne ction a gre e me nt will be  e xe cute d, ba s e d on the  s ola r powe r pla nt's
anticipa ted in-se rvice  da te .


