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Re:  Arizona Public Service Company RES Implementation Plan
Docket No. E-01345A-08-0331

Dear Commissioner Pierce:

This letter is in response to your November 14, 2008 letter requesting additional
information on the APS 2009 Renewable Energy Standard (“RES”) Implementatlon Plan,
specifically the cost to meet the Annual Renewable Energy Requirement,’ the cost to meet the
Distributed Renewable Energy Requirement (“Distributed Requlrement”) and the costs of
meeting the Distributed Requlrement with one-half residential applications and one-half non-
residential, non-utility apphcatmns In response, we have prepared a schedule that contains this
information.

In Table 1, which is attached, APS has provided RES projected budget information
segmented for Renewable Generation and the Residential and Non-Residential Distributed
categories.* In 2009, the projected cost to meet the Annual Renewable Energy Requirement is
$78.4 million, of which $12.2 million is for utility-scale renewable generation. The total
projected cost to meet the Distributed Requirement is $66.2 million; the projected cost of the
non-residential component is $9.1 million; and the residential component is $57.1 million.

The years 2008 through 2013 were also included in Table 1 to highlight several key items
that should be noted in this analysis. These items include:

! Pursuant to RES Rule R14-2-1804.
2 Pursuant to R14-2-1805(A) and (B).
3 Pursuant to R14-2-1805(D).
* Table 1 also includes the costs per megawatt hour, to assist Commission Staff in responding to your request. For
example, for 2009 Renewable Generation cost is projected to be $68.12, Residential DE is projected to be $169.85,
and Non-Residential DE is projected to be $130.40.
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The 2008 numbers reflect projected year end program results, while the 2009
through 2013 numbers are projections that assume that APS will be in full
compliance. Importantly, the 2009 through 2013 years of the APS
Implementation Plan include technology assumptions that are significant cost
drivers for the figures in Table 1. For example, each year from 2009 to 2013
assumes several dozen Non-Residential daylighting projects, and one or two
biomass/biogas projects that are expected to be relatively inexpensive
compared to photovoltaic solar. To date, APS has not approved any
reservations for these technologies, although we have received a small number
of reservation requests. If APS’s actual project mix continues to be
predominantly solar as it has been in 2008, the actual cost will likely be much
higher.

All distributed incentives are scheduled to be reduced approximately 10% in
2011 and another 15% in 2013, consistent with the approach recommended by
the Uniform Credit Purchase Program Working Group. The Working Group
believes that as technologies mature, the need for incentives will decline over
time. This reduces the cost per megawatt hour (“MWh”) for both Residential
and Non-Residential sectors, although the reductions are more noticeable for
Residential. This is because Non-Residential incentives are predominantly
production-based (i.e., paid on a cents per kilowatt hour (“kWh”) basis) and
the incentives carry forward for terms of 10, 15, or 20 years. For example, a
production-based incentive executed in 2009 that pays the program participant
$0.18 per kWh will be paid that rate for 20 years, while a production-based
incentive executed in 2011 would pay the participant $0.162 per kWh.
Therefore, new production-based incentives in 2011 paid at the lower rate are
only part of the Non-Residential budget for 2011. On the other hand, the
entire Residential budget for 2011 is made up of up-front incentives that are -
lower than the previous year.

Much like the distributed component, Renewable Generation per unit cost
varies from year to year, depending on the renewable projects become
operational. For example, the average cost per MWh decreases in 2009
because of the addition of a wind project, while average cost per MWh rises in
2011, when the Solana Concentrated Solar Power plant is expected to be in-
service.

Table 1 was designed to only include the cost to APS and does not include the
cost of participant contributions towards their project. One of the key tenets of
the APS Distributed Energy Administration Plan is that participants pay at
least some portion of the cost of their system. That is exemplified by RES
program requirements, such as the 60% cap on non-residential production-
based projects, and 15% minimum participant contribution for residential
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water heating. Including participant contributions would increase per unit costs
significantly.

We hope that this information is useful in your review. If you should have any further
questions, please do not hesitate to contact me. If you would prefer, we would be pleased to
meet with you to discuss these issues.

Attachment

cc: Chairman Mike Gleason
Commissioner Jeff Hatch-Miller
Commissioner William Mundell
Commissioner Kristin K. Mayes
Docket Control
Administrative Law Judge Lyn Farmer
Brian McNeil, Executive Director
Ernest Johnson, Utilities Division
Janice Alward, Chief Counsel
Parties of Record



‘iended 3o 1500 abelaae pajyblam s,8dY Bulsn pazieas| st UMIN Jad 1500 30 &
“SaAUSDUI JUOL-dn 10} uonanpold Wa)sAs JO SIesA Oz SOWNSSE 0S|y 'SARUaDUI [EJUSWUIBA0E 10 uoiod JBWOISND Jou INg ‘S 03 1503 sapnjou) ¢

Jamod paseyosind se ySd pue

so)es 9SEQ Ul Pa3oa||09 §1 uoIod SIY-UON (9Bl 0} dn) uood SIY-UON ay) pue (JaxJepy anoqy) uoiod §3Y ay) Buipnjoul ‘Sdy 0} 1S03 [€)0) 8Y3 sapnjou| :Z
"§)509 198(0ud-uou [|e pue saajuasulyABiaus Ylog sepnioul UM Jed 1s00 pue 1so L

LeL $|vect $]296 $102LL $|v8L $|€ie $ (WiN$) painquysig pue uoljelausy [ejoL
WL $|vi8ll $|iviel $|ec82L $jovoElL ¢$]85GeC $ UMIN 18d }s0D
454 $[g6l $]€Sl $lo0¢cClL $[L6 $]8¢ $ (WINS) [ejuapISaY-UON
lGvel $|GLovl $|esevt $|oviil $[S869L $|09G6L $ UMW J3d 180D
6'8€ $|8¢cL $1909 $|97cs $|1L4S $]98L $ (NIN$) lenuapisay
ey (G081-2-¥ 1Y) sesuadxg Abisu3 pajnquisiq

vL'ooL ¢$[lcee ¢$]e6s6. $|oLv9 ¢$([(T189 $|v8LL ¢ - YUMIN 1d 150D
G'€S $|L9Y $|80¢ $iscl $jccl $169 $ (WW$) uoneisuag) siqemausy [ejoL
. (r081L-Z-v1LY) sosuadx3z uoljeiauds) ajgemausy

3507 AbIouz ojGgemaudy SdV .| oIqel




SERVICE LIST

Docket No. E-01345A-08-0331

Copy of the foregoing mailed/delivered
this 11th day of December, 2008, to:

Ernest Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Janice Alward

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Ray Williamson

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Terri Ford

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

David L. Deibel

Principal Assistant City Attorney

City of Tucson — City Attorney’s Office
P.O. Box 27210

Tucson, AZ 85726-7210

Fred Morse

Morse Associates, Inc.

236 Massachusetts Avenue NE
Suite 605

Washington, DC 20002

Daniel Pozefsky

Chief Counsel

RUCO |
1110 West Washington, Suite 220
Phoenix, AZ 85007

Stephen Ahearn

Director

RUCO

1110 West Washington, Suite 220
Phoenix, AZ 85007

Jana Brandt

Kelly Barr

Regulatory Affairs and Contracts
Salt River Project

Mail Station PAB 221

P.O. Box 52025

Phoenix, AZ 85072-2025

Maria T. Courter

Future Forest, LLC

1630 East White Mountain Blvd.
Suite C-3

Pinetop, AZ 85935

Mark J. Skowronski, P.E.
Solargenix Energy, LLC

3501 Jamboree Road, Suite 606
Newport Beach, CA 92660

C. Webb Crockett

Fennemore Craig

3003 North Central, Suite 2600
Phoenix, AZ 85012-2913

Attorneys for Arizonans Electric Choice
Competition, Phelps Dodge Mining
Company and ASARCO Incorporated

Major Allen G. Erickson

AFCES A/ULT

139 Barnes Drive, Suite 1

Tyndall AFB, FL 32403-5319

Attorney for Federal Executive Agencies

Michael L. Kurtz

Boehm, Kurt & Lowry

36 East Seventh Street, Suite 2110
Cincinnati, OH 45202

Attorneys for Kroger Company

Steven B. Bennett

City of Scottsdale

City Attorney’s Office

3939 North Drinkwater Blvd.
Scottsdale, AZ 85251

Joe McGuirk

ME Consultants

10202 North 58" Place
Scottsdale, AZ 85253

Brian Hageman, President
Deluge, Inc.

4116 East Superior Avenue, D3
Phoenix, AZ 85040



Jerry Payne

USDA Forest Service
Southwestern Region

333 Broadway, SE
Albuquerque, NM 87102

John Wallace

Grand Canyon State Electric
Cooperative,

120 North 44" Street, Suite 100

Phoenix, AZ 85034

Michael W. Patten

Raymond S. Heyman

Roshka, DeWulf & Patten

One Arizona Center

400 East Van Buren, Suite 800

Phoenix, AZ 85004

Attorneys for Tucson Electric Power and
UNS Electric, Inc.

Diane Vosick

Tom O’Halleran

Co-Chairs

Governor’s Forest Health Oversight
Council

Office of the Governor

1700 West Washington

Phoenix, AZ 85007

Daniel Musgrove

Universal Entech, LLC

5501 N. Seventh Avenue, PMB 233
Phoenix, AZ 89013

Adam Browning

The Vote Solar Initiative
182 Second Street, Suite 400
San Francisco, CA 94105

Elizabeth C. Archuleta, Chairman
Coconino County Board of Supervisors
219 East Cherry Avenue

Flagstaff, AZ 86001-4695

Jerry Brownlow

County Supervisor District IV
Navajo County Board of Supervisors
P.O. Box 668

100 East Carter Drive

Holbrook, AZ 86025

Tom Alston

Sale, Government Relations
Amerecian Solar Electric

3008 North Civic Center Plaza
Scottsdale, AZ 85251

Michael Grant

Gallagher & Kennedy, P.A.

2575 East Camelback Road

Phoenix, AZ 85016

Attorneys for Arizona Electric Power
Cooperative, Duncan Valley Electric
Cooperative, Graham County Electric
Cooperative, Mohave Electric
Cooperative, Navopache Electric
Cooperative, Trico Electric Cooperative,
Sulphur Springs Valley Electric
Cooperative and Grand Canyon State
Electric Cooperative Assoc.

Jeff Deyette

Union of Concerned Scientists
2 Brattle Square

Cambridge, MA 02238-9015

Dianne E. Brown

Executive Director

Arizona PIRG Education Fund
130 North Central, Suite 311
Phoenix, AZ 85004

Kevin A. Davidson
3162 Courtney Avenue
Kingman, AZ 86401

Amy LeGere
President
NetGenuity

4850 Reata Road
Flagstaff, AZ 86004

Bruce Plenk

Renewable Energy Consultant
2958 North St. Augustine Place
Tucson, AZ 85712

Mike Billotte

United Dairymen of Arizona
P.O. Box 26877

Tempe, AZ 85285-6877



E. Kenneth May

President

Industrial Solar Technology Corporation
4420 Mclntyre Street

Golden, CO 80403

Hiram B. Smith, President

Greater Flagstaff Forests Partnership
1300 South Milton Road, Suite 218
Flagstaff, AZ 86002

Valerie Rauluk, Director

Greater Tucson Coalition for Solar Energy
P.O. Box 42708

Tucson, AZ 85733

Robert Baltes, President

Distributed Energy Association of Arizona
P.O. Box 10594

Phoenix, AZ 85064

Robert B. Liden

Executive Vice President/General Manager
Stirling Energy Systems

Biltmore Lakes Corporate Center

2920 East Camelback Road, Suite 150
Phoenix, AZ 85016

Douglas V. Fant

Distributed Energy Association of Arizona
3655 West Anthem Way

Suite A-109, PMB 411

Anthem, AZ 85086

Alberta Tippeconnic

Assistant Director

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

Wayne Byrne

Managing Director
Foresight Energy Company
692 Haight Street, Suite B
San Francisco, CA 94117

Scott Higginson

Executive Vice President

New Mexico and Arizona Land Company
3514 East Presidio Circle

Mesa, AZ 85213

Robert E. Walkup
Mayor :

City of Tucson

P.O. Box 27210

Tucson, AZ 85726-7210

Arturo Riberta

Atlantis Energy Systems, Inc.
9275 Beatty Drive, Suite B
Sacramento, CA 95826

Jessia Youle

Sr. Staff Attorney

Mail Station PAB300
P.O. Box 52025

Phoenix, AZ 85072-2025

Robert S. Lynch

Arizona Transmission Dependent
Utility Group

340 East Palm Lane, Suite 140

Phoenix, AZ 85004-4529

Michael Neary
Ariseia

2034 North 13" Street
Phoenix, AZ 85001

David Berry

Western Resource Advocates
P.O. Box 1064

Scottsdale, AZ 85252-1064

Tim Hogan

Arizona Center for Law in the Public
Interest

202 East McDowell Road, Suite 153

Phoenix, AZ 85004

Jane Weissman
84 Richards St.
Boston, MA 02026-5844

Rick Gilliam
2260 Baseline Rd.-200
Boulder, CO 80302

Sandy Bahr
202 East McDowell Road, #277
Phoenix, AZ 85004

Phyllis Bigpond
2214 N. Central Ave., Suite 100
Phoenix, AZ 85004




Tom Lepley
4202 E. Evans Dr.
Phoenix, AZ 85032

Kenneth Saline
160 North Pasadina, Suite 101
Mesa, AZ 85201

Clyde Hostetter
3055-190 North Red Mountain
Mesa, AZ 85207

Jim Combs
40 West Baseline, Suite 112
Mesa, AZ 85210

Alphonse Bellac
8153 East Mohawk Lane
Scottsdale, AZ 85225

Michelle Hart
7681 East Gray Rd.
Scottsdale, AZ 85260

Robert Annan

The Annan Group

6605 East Evening Glow Dr.
Scottsdale, AZ 85262

Frederick Ench
Route 1 — Box 23-B
Parker, AZ 85334

Ben Hershey
8132 West Sherman St.
Tolleson, AZ 85353

David Couture

2260 West 6 St.
P.O.Box 711

Tucson, AZ 85702-0711

Jeff Schlegel
1167 West Samalayuca Dr.
Tucson, AZ 85704-3224

Vincent Hunt
4004 South Park Ave., Bldg 2
Tucson, AZ 85714

Mark Herrington
P.O. Box 669
St. Johns, AZ 85936

Jim Wheeler
211 W. Aspen Avenue
Flagstaff, AZ 86001

David Calley
1801 West Route 66
Flagstaff, AZ 86001-8532

Frank Brandt
1270 East Appalachian Rd.
Flagstaff, AZ 86004

Royce Jenkins

Director of Community Planning
and Economic Development

The Hopi Tribe

P.O. Box 123

Kykotsmovi, AZ 86039

Steven Brown
530 E. Merritt
Prescott, AZ 86301

Mark Randall
P.O. Box 761
Clarksdale, AZ 86324

Cameron Danies
P.O.Box 179
Peach Springs, AZ 86434

Rex Kontz
P.O.Box 170
Ft. Defiance, AZ 86504

Andrew Bettwy

Southwest Gas Corporation
5241 Spring Mountain Rd.
Las Vegas, NV 98150

Debra Jacobson

Southwest Gas Corporation
5241 Springs Mountain Road
Las Vegas, NV 98150

Lori A. Glover

Co-CEO

SOLID Energy, Inc.

10645 North Tatum Boulevard
Suite 200

Phoenix, AZ 85028



