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FORE THE ARIZONA CORPORATION COMMISSION
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WILLIAM A. MUNDELL...
CHAIRMAN © L~

JIM IRVIN
COMMISSIONER JAN # & 7801

MARC SPITZER ‘ o e
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IN THE MATTER OF NOTICE OF DOCKET NO. RE-00000C-00-0377
PROPOSED RULEMAKING FOR THE

ENVIRONMENTAL PORTFOLIO STANDARD.

IN THE MATTER OF THE GENERIC DOCKET NO. E-00000A-99-0205
INVESTIGATION OF THE DEVELOPMENT
OF A RENEWABLE PORTFOLIO STANDARD
AS A POTENTIAL PART OF THE RETAIL

ELECTRIC COMPETITION RULES.

STAFF’S EXCEPTIONS TO THE PROPOSED ORDER
Staff agrees with the proposed order adopting the Environmental Portfolio Standard
Rules, except for the following matters. Staff’s comments reflect that it offers these exceptions for

clarification of either the order, the rules, or the Concise Explanatory Statement.

I EXCEPTIONS TO WORDING IN THE PROPOSED ORDER.

Issue 1: The wording of R14-2-1618 B.2. may be confusing to some parties.
Some parties may misinterpret this section to say that the portfolio standard requirements may end
in 2004.

Comment: Although Staff believes it is clear that R14-2-1618 B.2. only addresses

the possible cessation of “annual increases in the portfolio percentage” after 2004, some parties may

incorrectly assume that the entire Environmental Portfolio Standard might “go away” or somehow
be eliminated on or about 2004.

Staff believes that R14-2-1618 B.2. clearly shows that the Commission would, based
on this portion of the rules, only consider whether to “continue the annual increase in the portfolio
percentage” as a result of the Environmental Portfolio Cost Evaluation Working Group

recommendations. Staff believes that if the Commission chose not to continue the annual increases
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in the portfolio percentage, the rules, as written, call for a frozen portfolio percentage of .8% from

2004 until 2012. However, the rules don’t explicitly explain this fact.

The importance of the permanence of the portfolio standard is significant. If Load
Serving Entities believe that they are facing a temporary, four-year (2001-2004) program, they will
behave differently than if they are assured that the program will continue through 2012. If Load
Serving Entities believe the portfolio is temporary, they will avoid purchase of environmentally
friendly and solar generators and will likely only sign short-run (3-4 year) contracts to purchase
portfolio kWhs.

If Load Serving Entities use this tactic, it will diminish the portfolio standard. The
reason is that few, if any, solar developers will build a solar power plant, with a life of 20-30 years,
based on a 3-4 year contact. Or, if they do sign such a contract, they will charge much more per kWh
than if they have a much longer contract, such as 12 years (2001-2012).

Recommendation: Staff recommends that the Commission confirm the

permanence of the portfolio standard in the wording of the order. Staff suggests the following
wording:
Page 3, line 16: After “cost/benefit point.”

INSERT: “If the Commission does not choose to continue the
annual increase of the portfolio percentage after 2004, the
portfolio percentage would be frozen at .8% until 2012 or
until the Commission chooses to reinstate the annual
increases.”

Issue 2: There is a need for common operating procedures and standards to
ensure uniform application of the Environmental Portfolio Standard rules.

Comment: Experience with the implementation of the Retail Electric Competition
rules has shown Staff the critical importance of establishing common operating procedures and
standards. In the case of the Retail Electric Competition rules, Staff established the Process

Standardization Working Group to provide stakeholder input into the development of standardized
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operating procedures. The Commission gave the Director, Utilities Division, the authority to

approve the operating procedures and standards for electric competition.

Staff believes that similar operating procedures and standards need to be developed

and approved in order to implement the Environmental Portfolio Standard.

" Recommendation:

Staff recommends that the order in this matter delegate the

authority to the Director, Utilities Division, to establish workshops or working groups, if needed, to

develop and establish operating procedures and standards for the Environmental Portfolio Standard

and that the Director be given the authority to approve the operating procedures and standards. Staff

suggests the following wording:
Page 4, line 21.5:
INSERT:

Page 6, line 19:
INSERT:

Staff should work with stakeholders and interested
parties to develop operating procedures and standards for the
implementation of the Environmental Portfolio Standard. The
Director, Utilities Division, shall establish workshops or
working groups, as needed, to recommend operating
procedures and standards.  Operating procedures and
standards should include, but are not limited to, the topics of
green pricing, green electricity, net metering, net billing, solar
leasing, credit trading, sale or trading of excess portfolio
kWhs, and other administrative details necessary to
implement the portfolio standard. The Director, Ultilities
Division, shall have the authority to approve the operating

procedures and standards.

“IT IS FURTHER ORDERED that the Director,
Utilities Division, shall establish workshops or working
groups, as needed, to recommend operating procedures and

standards for the Environmental Portfolio Standard and that
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the Director shall have the authority to approve such operating

procedures and standards.”

Issue 3: Typographic Errors And Word Changes In Proposed Order.

Page 3, line 10:
DELETE: “1.2”
INSERT: “1.1”

Page 4, line 2:
DELETE: “ESP”
INSERT: “EPS”

Page 4, line 14:
DELETE: “ESP”
INSERT: “EPS”

IL EXCEPTIONS TO THE WORDING IN THE PROPOSED RULES.

Issue 4: R14-2-1618 D calls for reports on solar power “as required by this
article.” Unfortunately, when the portfolio was removed from the Retail Electric Competition rules
in 1999, the “Reporting Schedule” was retained in the competition rules. Therefore, the
Environmental Portfolio Standard does not mention when reports should be submitted. Also, the
use of the word “Solar” should be changed to “portfolio” in this subsection.

Comment: The best way to handle this is to refer to the “Reporting Schedule” in
R14-2-1613 B. Change the use of “Solar” to Portfolio” in this subsection.

Recommendation: Add wording to R14-2-1618 as follows:

Page 185, line 28:
DELETE: “solar” in both instances
INSERT: “portfolio” in both instances
Page 16, line 1:
DELETE: “solar” in both instances

INSERT: “portfolio” in both instances
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Page 16, line 2: After “these data.”

INSERT: “Reports shall be made according to the Reporting
Schedule in R14-2-1613 B.”

Issue 5: Typographic Errors And Word Changes In Proposed Order.

Page 12, line 22:
DELETE:  “$0.00875”
INSERT: “$0.000875”
Page 16, line 7 (R14-2-1618 E):
DELETE:  “penalty”
INSERT: “deficiency payment”
Page 16, line 20 (R14-2-1618 G):
DELETE:  the 2" “solar”
INSERT: “environmental”
Page 17, line 25 (R14-2-1618 L):
DELETE: “R14-2-1618D.1”
INSERT: “R14-2-1618 C.17
Page 17, line 26 (R14-2-1618 L):
DELETE: “R14-2-1618D.2.b.”
INSERT: “R14-2-1618 C.2.b.”
Page 18, line 2.5 (R14-2-1618 M):
DELETE: “R14-2-1618D.1”
INSERT: “R14-2-1618 C.1”
Page 18, line 3.5 (R14-2-1618 M):
DELETE: “R14-2-1618D.2.b.”
INSERT: “R14-2-1618 C.2.b.”
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III. EXCEPTIONS TO THE CONCISE EXPLANATORY STATEMENT.

Page 19, line 18:
DELETE:  “$0.00875”
INSERT: “$0.000875”
Page 31, line 25:
DELETE:  “nether”
INSERT: “neither”
CONCLUSION

Staff requests that the Commission adopt the recommendations discussed above to
clarify the order, rules, and concise explanatory statement. Attached are Staff’s proposed

amendments to reflect these exceptions.

RESPECTFULLY SUBMITTED this 026™ day of January, 2001.

Attorney, Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402
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The ORIGINAL and fifteen copies of the foregoing
were delivered this 026" day of January, 2001 to:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COPIES of the foregoing were mailed
this 26™ day of January, 2001 to:

Christopher Hitchcock, Esq.
HITCHCOCK & HICKS
P.O. Box 87

Bisbee, AZ 85603

Ms. Betty Pruitt
ADOC-EO

3800 N. Central, #1200
Phoenix, AZ 85012

Arturo Rivera, Pres.

Renewable Technology Co.
1242 E. Washington St., Ste 200
Phoenix, AZ 85034

Robert S. Lynch

Arizona Transmission Dependent Ultility
Group

340 E. Palm Lane, Suite 140

Phoenix, AZ 85004-4529

Lee Tanner
Electrisol, Ltd.

1215 E. Harmont Dr.
Phoenix, AZ 85020

Dale Rogers

Rocketdyne Division

Boeing North America

P.O. 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

Michelle L. Hart
Photocomm, Inc.
7681 E. Gray Road

Scottsdale, AZ 85260

Harry Braun, III

Stirling Energy Systems

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

Robert Walker
Entech, Inc.

1077 Chisolm Trail
Keller, TX 76248

Moneer H. Azzam
ASE Americas

4 Suburban Park Drive
Billerica, ME 01821

Ray Dracker

Bechtel Corporation
P.O.Box 193965

San Francisco, CA 94119

Barry L. Butler, PH.D

Science Applications Int’l Corp.
10260 Campus Point Drive — MS-C2
San Diego, CA 92121
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Robert H. Annan
6605 E. Evening Glow Drive
Scottsdale, AZ 85262

Rick Gilliam

LAW Fund

2260 Baseline Road, Suite 200
Boulder, CO 80302

Vahan Garboushian
Amonix, Inc.

3425 Fujita Street
Torrance, CA 90505

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

Houston, TX 75221-1188

Dan Greenberg
Ascension Technology
235 Bear Hill Road
Waltham, ME 02154

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 International, Inc.
302 N. First Avenue, Suite 810

Phoenix, AZ 85003

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
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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
Community
P.O. Box 17779
Fountain hills, AZ 85269

Mohave Apache Indian

Rick Tewa

Office of Economic Development
The Hope Tribe

P.O. Box 123

Kykotsmovi, AZ 86039

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

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

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

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

Kenneth R. Saline

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

Tom Lepley

Phaser 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

Fennemore Craig

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012-2913
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Scott Wakefield

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

PVI

171 Commercial Street
Sunnyvale, CA 94086

Chris King
Utility.Com, Inc.

828 San Pablo Avenue
Albany, CA 94706

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

David Couture

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

Assistant to Janice M. Alward
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Phoenix, AZ 85006-01090

Jon Wellinghoff
411 Wedgewood Drive
Henderson, NV 89014

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

Raymond S. Heyman

Roshka, Heyman & DeWulf

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

Kenneth C. Sundlof, Jr.

Jennings, Strouss & Salmon, P.L.C.
Two N. Central, 16" Floor
Phoenix, AZ 85004-2393

Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Lyn Farmer

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

Deborah R. Scott

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
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UTILITIES DIVISION PROPOSED AMENDMENT # 1

TIME/DATE PREPARED: 3:00 p.m. - 01/26/01 -

COMPANY: _Proposed Rulemaking ‘ AGENDA ITEM NO. U-2 |

'DOCKET NO. RE-OOOOOC-OO-O377 . OPEN MEETING DATE: 01/30/01 — 01/31/01
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RE: PROPOSED ORDER

' Page 3,line 10:
DELETE: = “1.2
INSERT: ~ “1.1”

‘Page 3, line 16: After “cost/benefit point.”
| INSERT: “If the .Commission‘ does not choose to continue the aﬁnual increase
of the pprtfélio 'percentage after 2004, the portfolio percentage would be
frozen at 8% until 2012 or until the Commission chooses to rginstate the

annual increases.”

Page 4, line 2:
. DELETE: “ESP”
- INSERT:  “EPS”

Page 4, line 14:
DELETE: “ESP”
INSERT:  “EPS”

S:\LEGAL\MAI\JANICE\PLEAD[NG\DO-377-ProAmendment.doc
Page L of §




THIS AMENDMENT:
Passed Passed as amended by
Failed Not Offered Withdrawn

TIME/DATE PREPARED: 3:00 p.m. — 01/26/01

o COMPANY:‘-Proposed Rulemaking , ‘ AGENDA ITEM NO. U-2

DOCKET NO. _RE-00000C-00-0377_ OPEN MEETING DATE: 01/30/01 = 01/31/01

o | UTILITIES DIVISION PROPOSED AMENDMENT # 1
|
|

RE: PROPOSED ORDER (continued)

Page 4, line 21.5: . v

INSERT: o Staff should work with stakeholders and interested parties to develop

| operating procedures and standards for the implerﬁent_ation of the |
Environmental Portfolio Standard. The Directer, Utilitie's -Division', shall
establish workshops' or working groups, as needed, to recommend operating
procedures and standards. Opefating procedures and standards should
include, But are not limited to, the topics of green pricing, green electricity,
net metering, net billing, solar leasing, credit trading, sale or tfading of excess
portfoho kWhs, and other administrative detalls necessary to 1mplement the
portfolio standard. The Director, Utllmes D1v151on shall have the authonty

to approve the operating procedures and standards.

Page 6; line 19: ; ,

INSERT: C“IT IS FURTHER ORDERED that the Director, Uﬁlities Division,
shall establish worksheps er working groubs, as rieeded, to recommend -
operating procedures and stanciai‘ds for the EnQironmental Portfolio Standard
and that the Director shall have the authority to approve such operating

procedures and standards.”

SALEGAL\MARN ANICE\PLEADING\00-377-ProAmendment.doc
Page 2 of 5




THIS AMENDMENT:
Passed Passed as amended by
Failed Not Offered Withdrawn

“UTILITIES DIVISION PROPOSED AMENDMENT # 1
TIME/DATE PREPARED: 3:00 p.m. — 01/26/01°

COMPANY: _Proposed Rulemaking ______ AGENDAITEMNO. U-2

DOCKET NO. _RE-00000C-00-0377  OPEN MEETING DATE: 01/30/01 — 01/31/01
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RE: PROPOSED RULES

Page 12, line 22:
DELETE: “$0.00875” and INSERT: “$0.000875”

Page 15, line 28: ’
DELETE: “soiar” in both instances
INSERT: “portfolio” in both instances

Page 16, line 1: 7
.~ DELETE: “solar” in both instances
INSERT:  “portfolio” in both instances

Page 16, line 2: After “these data.” _ .
INSERT: ' “Reports shall be made according to the Reporting Schedule in R14-2-
1613 B.”

‘Page 16, line 7 (R14-2-1618 E):
DELETE:  “penalty”
INSERT: “deficiency payment”

SALEGAL\MAIJANICE\PLEADING\00-377-ProAmendment.doc
Page 3 of 5
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Passed Passed as amended by
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UTILITIES DIVISION PROPOSED AMENDMENT # 1
TIME/DATE PREPARED: 3:00 p.m. — 01/26/01

COMPANY: Pro’posedRuiemakinq : __ AGENDA ITEM NO. U-2

DOCKET NO. _RE-00000C-00-0377_ OPEN MEETING DATE: 01/30/01 — 01/31/01

RE: PROPOSED RULES (continued)

Page 16, line 20 (R14-2-1618 G):
DELETE: the 2™ “solar”

INSERT: “environmental”

Page 17, line 25 (R14-2-1618 L):
| DELETE: “R14-2-1618 D.1”
 INSERT:  “R14-2-1618 C.1”

Page 17, line 26 (R14-2-1618 L):
DELETE: “R14-2-1618 D.2.b.”
INSERT:  “R14-2-1618 C.2.b.”

Page 18, line 2.5 (R14-2-1618 M):
 DELETE: “R14-2-1618 D.1”
INSERT:  “R14-2-1618 C.1”

Page 18, line 3.5 (R14-2-1618 M):
DELETE: “R14-2-1618 D.2.b.”
INSERT:  “R14-2-1618 C.2.b.”

S:\LEGAL\MAI\JANICE\PLEADING\OO-S77-ProAmehdment.doc
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UTILITIES DIVISION PROPOSED AMENDMENT #1
TIME/DATE PREPARED: 3:00 p.m. — 01/26/01

COMPANY: _Proposed Rulemaking _ _ AGENDA ITEM NO. U-2

DOCKET NO. RE-OO‘OVOOC—OO-0377 ' OPEN MEETING DATE: .01/30/01 — 01/31/01
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RE: CONCISE EXPLANATORY STATEMENT
Page 19, line 18: | "

DELETE: ~ “$0.00875”

INSERT:  “$0.000875”

Page31,line25:
DELETE: “nether”
INSERT:  “neither”
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