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Mr. Da l las  Dukes , Manager  Rates  and Revenue Requirements
Tucson Elec tr ic  Power  Company
Via  eMa i l  ddukes@tep .com

SEP o 9 2008

Mr. Dukes,

Pima County  apprec ia tes  the effor ts  o f Tucson Elec tr ic  Power  (TEP)  Staff  regard ing the
development o f  a  Renewable Energy  (RE)  fr iend ly  Par t ia l  Requirements  Serv ice (PRS) .
Your  e f fo r ts  r ecogn ize  the  impor tance  o f  nu r tu r ing  emerg ing  renewab le  techno log ies
a n d  t h e  n e g a t i v e  i m p a c t  P R S  t a r i f f s  c a n  h a v e  i n  m e e t i n g  t h e  r e q u i r e m e n t s  o f  t h e
Ar izona Corporat ion Commiss ion 's  REST ru le .

A f t e r  c o n s i d e r i n g  a l l  c o m m e n t s  m a d e  a t  t h e  t w o  T E P  P R S  m e e t i n g s ,  w e  w o u l d
r e c o m m e n d  a  f o u r  y e a r  m o r a t o r i u m  w i t h  n o  P R S  t a r i f f  a p p l i e d  t o  s o l a r  e n e r g y
appl icat ions.

W e  r e c o mme n d  th a t  th e  p r o p o s e d  n e t  me te r i n g  r u l e ,  w h i c h  i n c lu d e s  c o s t  o f  s e r v i c e
rat ionale (net o f benef i ts ) ,  be adopted. We would a lso request that you implement a net
meter ing  s t ra tegy  regard less  o f  d is tance f rom load,  essent ia l ly  a l low ing  a  cus tomer  to
g e n e r a te  s o l a r  e l e c t r i c i t y  t o  t h e  g r i d  a t  a  l o c a t i o n  d i s ta n t  f r o m  th e  a c tu a l  c u s to me r
l o a d ( s )  i n  a n  a m o u n t  t h a t  a p p r o x i m a t e s  t h e i r  a g g r e g a t e d  u s a g e .  P i m a  C o u n t y  i s
i n t e r e s t e d  i n  e x p l o r i n g  s o l a r  e n e r g y  d e v e l o p m e n t  o n  i t s  s i t e s  a n d  p r o p e r t i e s  a n d
be l ieves  such  an  approach  wou ld  be  he lp fu l  fo r  deve lop ing  op t ima l  s i tes  fo r  bo th  the
County  and TEP regard less  of on-s i te  load requirements .

T h e  a m o u n t  o f  e n e r g y  g e n e r a t e d  b y  T E P  c u s t o m e r s  n o w  a n d  d u r i n g  t h e  f o u r - y e a r
proposed morator ium is  min iscu le ,  a t  magni tudes  that would  have min imal ly  detec tab le
gr id impacts either  negative or  posit ive. Addit ional ly , solar  suppl ies energy for  about half
o f  your  def ined peak  power  per iod and is  therefore  an asset which a l lows TEP to  avo id
peak power  cos ts .

Al though our  recommendat ions  may  resu l t  in  a  minor  amount  o f  los t  revenue,  as  there
are no inc rementa l  or  s ign i f icant COSTS that can be d i rec t ly  re la ted to  the prov is ion o f
s tandby  power ,  capac i t ies  a re  f i xed ,  i t  appears  tha t  the  cu r ren t  PRS ta r i f fs  canno t  be
jus t i f ied  and  i t  wou ld  no t  be  appropr ia te  to  ass ign  o the r  sys tem cos ts  to  th is  revenue
channel, espec ia l ly  dur ing the infancy, development phase of these technologies.
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Many ratepayers are motivated to self-generate power as a means to avoid significant
future cost increase. We believe that there are other better methods for assuring
appropriate returns on investments to TEP and ratepayers, such as the development of
Utility Scale Solar arrays that would stabilize costs for all ratepayers and reduce or
eliminate the complexities in managing supply/demand and standby power. TEP may
want to consider meeting with local governments, ACC and solar component
manufacturers to collaborate and identify actions required to develop a regional plan to
develop cost effective solar products and to implement a scheduled and phased
transition to mass solar power generation.

Sincerely,
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Reid Spaulding
Director, Facilities,Mlanagement

Terry Finefrock
Chief Contracts & Procurement Manager

Cc: Arizona Corporation Commission
RUCO
Chuck Huckelberry, Pima County Administrator
George Widiguris, Pima County Procurement Director
Terry Finefrock, Pima County Procurement
File


