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1 BEFORE THE ARIZONR EQREOWEON «
2|l CARL J. KUNASEK

PUUKRETED

Chairman
3 JIMIRVIN
Commissioner
4 WILLIAM A. MUNDEL
Commissioner

DOCKET NO. E-00000A-99-0205
INVESTIGATION OF THE DEVELOPMENT

6/ IN THE MATTER OF THE GENERIC )
)

7| OF A RENEWABLE PORTFOLIO STANDARD )
)

)

)

AS A POTENTIAL PART OF THE RETAIL STAFF EXCEPTIONS TO
8[| ELECTRIC COMPETITION RULES. PROPOSED ORDER
9
10 Staff hereby files its exceptions to the proposed order in the above-captioned
11]| matter.

12{f L THE BACKGROUND AND THE RECORD OF THIS PROCEEDING REFLECT
THAT A PORTFOLIO STANDARD SHOULD BE ADOPTED BY THE
13 COMMISSION.

14 Chairman Kunasek’s letter that commenced this process in April 1999 identified
15| an Environmental Portfolio Standard that included not only solar, but other eligible technologies.
16| The Environmental Portfolio Standard proposal had three components. First, it proposed to
17| change the phase-in schedule for the portfolio percentage. Second, it proposed to allow up to
18| 20% of the portfolio to be met by solar water heating. And third, it proposed to allow other
19]] “environmentally friendly” technologies to fulfill up to 10% of the portfolio requirements. It is
20l clear that the April 1999 proposal contemplated a variation or modification of the former Solar
21|l Portfolio Standard (adopted in 1996 and modified in 1998) to become “a more reasonable
22|l approach to develdping alternative environmentally friendly fuels for future use.”

23 There were two important evaluation criteria that were identified in the April
24( 1999 letter. First was that the “price impact is minimal.” The second was that “a cost benefit
25|| analysis will show that this is good public policy.” Staff believes that the record in this docket
26|l demonstrates both criteria are met by the Portfolio Standard in Attachment A to the proposed
27| order.

28
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The first criterion was that “the price impact is minimal.” Staff witness
Williamson demonstrated that the price impact of the portfolio is minimal (Direct, p. 13-14;
Appendices RTW-2 & RTW-3). The “back of the envelope” calculations presented were similar
to those any average homeowner could perform. Even with conservative estimates of the
portfolio costs, the resulting price impact is minimal. For instance, in the first yéar of the
portfolio, a residential customer who uses 1,000 kWh per month would have an extremely small
portfolio cost since only 2 kWh would come from the Environmental Portfolio, while 998 kWh
would come from conventional energy resources. Similarly, the written testimony of Staff
witness Hoff (Direct, Appendix THE-2, p. 7) confirms that, even with the Portfolio Standard,
customer rates will decrease and the impact on final price would be minimal.

The second criterion related to a cost benefit analysis showing that a Portfolio
Standard is “good public policy.” Staff witness Marshall Goldberg (Direct, p. 4-10 and
Appendix MRG-2) conducted an extensive input-output/cost-benefit analysis of the Portfolio
Standard which clearly showed the Portfolio Standard to be good for Arizona and to be good
public policy. Mr. Goldberg’s analysis showed the significant positive economic impact of the
Portfolio Standard on Arizona’s economy, job creation, and economic development.

The urgency to start moving toward renewables and environmentally clean
technologies is even more important today than it was four years ago in 1996 when the
Commission first adopted the Solar Portfolio Standard. The Commission is or will be presented
with requests for approval of construction of almost 12,000 MW of new power plants. Every
plant uses polluting conventional generators and most of them are either in or upwind of
Maricopa County and the Phoenix Non-Attainment Area. Most of them will use significant
amounts of Arizona’s limited water supply. It does Arizona’s citizens no good to have cheap,
competitive electricity if the result is for us to choke on the air pollution the plants create and
lose our valuable drinking water supply. It is more than ironic that some of the same companies
that are willing to gamble billions of dollars on these huge merchant power plants are affiliates of
the intervenors in this docket who have complained that building 200 MW of clean power plants

is too expensive.
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IL. “VOLUNTARY” DOES NOT WORK.

Although the proposed order suggests the commencement of a voluntary
renewables program, past voluntary efforts to utilize renewables have failed. Testimony of
utility witnesses, Land and Water Fund witness Gilliam (Direct, p. 5) and Staff witness
Williamson (TR. p. 669-70) showed that voluntary renewables efforts of Arizona’s utilities in the
1990s have been significantly less than originally promised. In 1993, the Staff recommended
that four Arizona utilities be required to install a total of 19 MW of renewables by 2000. Very
much as in this docket, the four utilities complained of the cost and requested that the 19 MW
target be called a “goal” rather than a requirement. In its subsequent Integrated Resource
Planning (“IRP”) order (Decision No. 58643, dated June I., 1994), the Commission accepted the
utilities’ argument and made the 19 MW requirement a goal.

Testimony in this docket showed that, as of the September 1999 hearing in this
docket, APS had installed around .5 MW of its 12 MW goal and APS projected that it would
only install 2 MW of its 12 MW goal by the deadline of December 2000. Tucson Electric
testified that it has already met its 5 MW goal with a new landfill gas plant. AEPCO and
Citizens have both done a handful of small, token projects but are not close to their 1 MW goals.
The evidence has shown that a “voluntary” renewables effort is not taken seriously by Arizona’s
utilities. By the deadline, only about 40-45% of the IRP renewables “goals” will have been
voluntarily met.

Much has been made of the solar efforts of APS. What is forgotten is that most of
that effort was required by a rate case settlement. That settlement required a minimum of $3
million a year to be spent on solar. APS had the option to go significantly beyond the annual $3
million minimum amount, but voluntarily chose not to do that.

Staff recommends that the Commission adopt a mandatory rather than a voluntary
program. Under a voluntary program, the utilities have no incentive to negotiate because the
program will be no greater than that which they voluntarily agree to do. A voluntary program
dooms the Environmental Portfolio Standard to, at most, a continuation of the meager (or in

some cases, non-existent) renewables efforts by utilities to date. Or at least, the result could be a
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voluntary effort that is less than current efforts. Instead, Staff recommends that the Commission
adopt, in principle, the Portfolio Standard included in Attachment A to the proposed order and
then require the parties to negotiate to settle certain details. (For instance, Staff believes that the
APS proposed phase-in of the solar set aside shown on pages 5 and 6 of the proposed order is a
reasonable adjustment to Attachment A that all parties should be able to agree to it in a
settlement.)

The settlement could include reasonable, increasing annual caps on utility
expenditures that go well beyond current efforts, but still limit the eprsure of utilities and
customers to future rate increases. This, too, would be reasonable, and all parties should be able
to come to some kind of an agreement. A similar cap approach could be used to protect large
customers from extremely high dollar costs to support the Portfolio Standard. Finally, a list of
acceptable technologies to be included in the portfolio should be relatively easy for the parties to
agree upon in a settlement.

III. MISCELLANEOUS COMMENTS AND CORRECTIONS.

Staff believes that the proposed order’s Findings of Fact section should be

amended to reflect the testimony of parties who favored a mandatory Portfolio Standard.

A. Finding of Fact 11.

Proposed Finding of Fact 11 appears to rely upon a comment in the docket about
reduced performance of some photovoltaic panels inv hot weather and extrapolated that to the
assertion that, “ Arizona is less than an optimal solar resource.” This comment is akin to the
logic that since some Yugo automobiles are poorly manufactured and need extensive repairs,

therefore all automobiles are poorly constructed.

There are four major solar electric technologies that are eligible for the portfolio
standard. Only one of them is photovoltaics. The others are solar troughs, solar dish Stirling, and
solar central receivers. In fact, the last three technologies thrive in hot temperatures, because
their thermal losses are less on hot days. Although some photovoltaic panels do not perform
well in hot weather, some other photovoltaic technologies (such as certain thin film panels) are

reported to perform better in hot climates. But even that is not the most important point.
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Arizona has the best solar radiation in the nation and some of the best annual
sunshine levels (in langleys per year) in the entire world. To say that this advantage is
outweighed by minor performance degradation in hot weather by some of the eligible
technologies is to miss the point that a solar system’s annual performance is the resuit of a
multitude of factors. Clearly, the most important factor is the amount of sunshine falling on the
solar collector. That is why Arizona is the optimum location in the U.S. for solar system
installations. In fact, the clear, mostly cloud-free skies and excellent direct beam solar radiation
make Arizona the ideal spot for concentrating solar collection systems. .Staff recommends that
this finding be deleted from the proposed order.

B. Finding of Fact 20.

Proposed Finding of Fact 20 states, “Solar and other renewable technologies are
not cost effective when compared against conventional technologies now and in the foreseeable
future.” This is too broad of a generalization based upon the record. Many, if not most, of the
renewable technologies produce electricity at a per kWh cost that is less than many of the
conventional peaking plants in operation in Arizona and the U.S. today. It is like asserting that
“all nuclear power plants are more cost-effective than coal plants.” Some certainly are, while
others certainly are not. Staff recommends that this finding be deleted from the proposed order.

C. Finding of Fact 28.

Proposed Finding of Fact 28 states: “Based on a survey by the Behavior Research
Center, the majority of Arizonans reject paying higher bills for solar-generated electricity.”
Finding of Fact 28 correctly describes a survey result submitted by Staff’s consultant, Behavior
Research Center. However, the Findings of Fact should include a similar survey result presented
in Staff witness Williamson’s rebuttal testimony (Rebuttal, Appendix RTW-1, p. 17) that a
national survey conducted by the Electric Power Research Institute found that “Eighty-four
percent of respondents nationwide say they would be willing to forgo a 5% discount in electricity
prices to select power from renewable resources.” This is a powerful finding of fact that rebuts

the assertions of the “voluntary program” advocates that Arizonans would not give up a portion
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of rate reductions to have renewable resouces in the generation mix. Staff suggests that a new

Finding of Fact 29 (renumbered) be inserted that reflects this testimony.

IV. STAFF’S SUGGESTED LANGUAGE CHANGES FOR THE PROPOSED
ORDER.

Page 19, Line 3:
DELETE: Finding of Fact 11.
Page 20, Lines 22-23:
DELETE: Finding of Fact 20.
Page 21, Line 18.5:
INSERT: New Finding of Fact 29 and renumber:
“ A national survey by the Electric Power Research Institute
found that 84% of respondents nationwide would forgo a 5%
discount in electricity prices to select power from renewable
resources.”

Page 22, Lines 10-12:

DELETE: First ordering paragraph.

INSERT: “IT IS THEREFORE ORDERED that an Environmental
Portfolio Standard based on Attachment A of this order is hereby
approved in principle. Final details of the Portfolio Standard shall be
recommended in a negotiated settlement of the parties.

IT IS FURTHER ORDERED that the settlement shall result
in a significant Portfolio Standard which is substantially greater than
the current voluntary efforts of the Affected Utilities.”

V. CONCLUSION.

In light of the above, Staff recommends the Commission adopt a mandatory
Portfolio Standard and amend the proposed order as discussed herein.

RESPECTFULLY SUBMITTED this 22nd day of March, 2000.

%MMW

anice M. Alward, Attorney
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
Telephone: 602/542-3402
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The ORIGINAL and fifteen
Copies of the foregoing
“Staff Exceptions To The
Proposed Order” were
delivered this 22™ day of
March, 2000 to:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COPIES of the foregoing
Were mailed/hand delivered
This 22™ day of March, 2000
To:

Lee Tanner
Electrisol, Ltd.

1215 E. Harmont Dr.
Phoenix, AZ 85020

Dale Rogers

Rocketdyne Division

Boeing North America
P.0.Box 7922-MS FA-66
Canoga Park, CA 91309-7922

Steve Chalmers
Powermark Corporation
4044 E. Whitton
Phoenix, AZ 85018

Michael Neary
Ariseia

2034 N. 13" Street
Phoenix, AZ 85001

Jan Miller

SRP

1600 N. Priest Dr.
Tempe, AZ 85281

Vincent Hunt

City of Tucson

4004 S. Park Ave., Bldg. #2
Tucson, AZ 85714
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1} Michelle L. Hart
Photocomm, Inc.

21l 7681 E. Gray Road
Scottsdale, AZ 85260

Harry Braun, III

4| Stirling Energy Systems

6245 N. 24" Parkway, Suite 209
5|l Phoenix, AZ 85016

Robert Walker
Entech, Inc.

1077 Chisolm Trail
Keller, TX 76248

Moneer H. Azzam
ASE Americas

4 Suburban Park Drive
10| Billerica, ME 01821

N =)

11|l Ray Dracker

Bechtel Corporation

12l P.O.Box 193965

3 San Francisco, CA 94119

Barry L. Butler, PH.D

141 Science Applications Int’l Corp.
10260 Campus Point Drive — MS-C2
15] San Diego, CA 92121

16[| Robert H. Annan
6605 E. Evening Glow Drive
17} Scottsdale, AZ 85262

18f| Rick Gilliam

Law Fund

19{| 2260 Baseline Road, Suite 200
0 Boulder, CO 80302

Vahan Garboushian
211 Amonix, Inc.

3425 Fujita Street
22} Torrance, CA 90505

23| Jeffrey R. Golden
Amoco/Enron Solar Power Dev.
241 P.O.Box 1188

55 Houston, TX 75221-1188

Dan Greenberg

26|| Ascension Technology
235 Bear Hill Road

27 Waltham, ME 02154

28
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Kathy Kelly

Corp. for Solar Technology & Renewable
6863 W. Charleston

Las Vegas, NV 89117

Rick Mack

TEP

220 W. 6" Street
Tucson, AZ 85701

Solar Energy Industries Assoc.
122 C. Street, N.W., 4™ Floor
Washington, DC 20001-2109

Howard Wenger

Pacific Energy Group

32 Valla Court

Walnut Creek, CA 94596

Jim B. Combs

Conservative Energy Systems
40 W. Baseline, Suite 112
Mesa, AZ 85210

James H. Caldwell, Jr.
CEERT

P.O. Box 26

Tracy’s Landing, MD 20779

Herb Hayden

APS

P.0.Box 53999 — Mail Station 9110
Phoenix, AZ 85072-3999

Eric Wills

Daggett Leasing Corporation
20668 Paseo De La Cumbre
Yorba Linda, CA 92887

Alphonse Bellac
York Research Corporation

6 Ladyslipper Lane
Old Lyme, CT 06371

Jane Weissman

PV4U

15 Hayden Street

Boston, Massachusetts 02131-4013

David Berry

Resource Management Internationsl, Inc.
302 N. First Avenue, Suite 810

Phoenix, AZ 85003
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Barry M. Goldwater, Jr.

Ariselia

3104 E. Camelback Road, Suite 274
Phoenix, AZ 85016

Frank Brandt
1270 E. Appalachian Road
Flagstaff, AZ 86004

Christy Herig
1617 Cole Blvd.
Golden, CO 80401

Mark Randall

Daystar Consulting, LLC
P.O. Box761

Clarksdale, AZ 86324

Jane Winiecki

Yavapai-Apache Nation
Economic Development Authority
P.O. Box 1188

Camp Verde, AZ 86322

Fred Sanchez
Yavapai-Apache Nation
P.O. Box 1188

Camp Verde, AZ 86322

Phyllis Bigpond

Inter Tribal Council of Arizona
2214 N. Central, Suite 100
Phoenix, AZ 85004

Robert Jackson

Colorado River Indian Tribes
Route 1 —Box 23-B

Parker, AZ 85334

Steven Brown
Yavapai Tribe
530 E. Merritt
Prescott, AZ 86301

Rory Majenty

Ft. McDowell Mohave Apache Indian Community
P.O. Box 17779

Fountain hills, AZ 85269

Rick Tewa

Office of Economic Development
The Hope Tribe

P.O.Box 123

Kykotsmovi, AZ 86039

10
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Debbie Tewa

Native Sun

P.O. Box 660
Kykotsmovi, AZ 86039

Cameron Danies
Hualapai Tribe

P.O.Box 179

Peach Springs, AZ 86434

Jimmy Daniels

Navajo Tribal Utility Authority
P.O. Box 170

Ft. Defiance, AZ 86504

Leonard Gold
398 S. Mill Avenue, Suite 306
Tempe, AZ 85281

Steve Secrest

Golden Genesis Company
P.O. Box 14230
Scottsdale, AZ 85267

Jeft Schlegel
1167 W. Samalayuca Drive
Tucson, AZ 85704-3224

Clyde Hostetter
3055-190 N. Red Mountain
Mesa, AZ 85207

Betty Pruitt

ACAA

2627 N. 3" Street, Suite 2
Phoenix, AZ 85004

Michael Grant
Gallagher & Kennedy
2575 E. Camelback Rd.
Phoenix, AZ 85016

Peter Glaser

Shook, Hardy & Bacon, LLP
600 14™ Street, N.W., Suite 800
Washington, DC 20005-2004

David G. Calley

Southwest Windpower, Inc.
2131 N. First Street
Flagstaff, AZ 86004
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Kenneth R. Saline

K.R. Saline & Associates
160 N. pasadena, Suite 101
Mesa, AZ 85201-6764

Tom Lepley

Phasor Energy Co.
4202 E. Evans Drive
Phoenix, AZ 85032

Mike Patterson

Rt.1 —Box

Swansea

Lone Pine, CA 83545

Derrick Rebello

Quantum Consulting
2030 Addison Street
Berkeley, CA 94704

Bryan Scott Canada
620 E. Broadway Lane
Tempe, AZ 85282

C. Webb Crockett
3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012-2913

Greg Patterson

RUCO

2828 N. Central Avenue, Suite 1200
Phoenix, AZ 85004

Peter Glaser

Doherty Rumble & Butler, P.A.

1401 New York Avenue, NW, Suite 1400
Washington, DC 20005

Douglas C. Nelson

Douglas C. Nelson, P.C.

7000 North 16™ Street, Suite 120-307
Phoenix, AZ 85020

Chris Sherring

PVl

171 Commercial Street
Sunnyvale, CA 94086

Chris King
Utility.Com, Inc.

828 San pable Avenue
Albany, CA 94706
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Donald W. Aitken, PH.D

Union of Concerned Scientists
2397 Shattuck Avenue, Suite 203
Berkeley, CA 94704

Barbara Klemstine
P.O. Box 53999
Phoenix, AZ 85072-3999

Bradley S. Carroll

TEP

220 W. 6" Street

P.O. Box 711

Tucson, AZ 85702-0711

David L. Deibel

City of Tucson

P.O. Box 27210
Tucson, AZ 85726-7210

Paul R. Michaud

Martinez & Curtis

2712 North 7™ Street
Phoenix, AZ 85006-01090

Jon Wellinghoff
411 Wedgewood Drive
Henderson, NV 89014

Bruce Feder

Federal Law Office

2525 E. Arizona Biltmore Cr., #140
Phoenix, AZ 85016

Edward Salgian

Distributed Energy Association of Arizona
7250 North 15™ Street, Suite 102

Phoenix, AZ 85020-5270

Thomas Hine
10632 North 11% Street
Phoenix, AZ 85020

Steven M. Wheeler
Thomas L. Mumaw
Jeffrey B. Guldner
Snell & Wilmer
One Arizona Center
Phoenix, AZ 85004

Jerry Rudibaugh

Hearing Officer

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
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’ ' Lyn Farmer

Chief Counsel

2|l Legal Division

Arizona Corporation Commission
3 1200 West Washington Street
Phoenix, AZ 85007

4
Deborah R. Scott

5 Director
Utilities Division

6| Arizona Corporation Commission
1200 West Washington Street

7| Phoenix, AZ 85007

8| Bradley S. Carroll

Raymond S. Heyman

Roshka, Heyman & DeWulf

400 North Fifth Street, Suite 1000
10 Phoenix, AZ 85004-3902

11{| Kenneth C. Sundlof, Jr.

Jennings, Strouss & Salmon, P.L.C.
12|l Two N. Central, 16" Floor

3 Phoenix, AZ 85004-2393
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