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UNS Electric, Inc. ("UNS Electric" or "Company") hereby notif ies the Arizona

Corporation Commission ("Commission") that the funds for its Residential and Small Commercial
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Distributed Generation ("DG") incentive programs have been depleted. These programs have

recently been inundated with applications; half of the total applications for the year occurred in the

last three weeks. Due to this unexpected and unprecedented flood of applications, the funding for

these programs have been completely expended.

UNS Electric originally allocated $5 million in funding to these incentive programs.

Because of the amount of applications for up-front incentives ("UFIs"), no funding remains for the

19 remainder of 2010. UNS Electric is currently placing new applicants on a waiting list. UNS
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Electric seeks guidance from the Commission to address this issue. Specifically, the Company

believes it could take one of the following steps: (i) re-allocating some or all of the approximately

$800,000 from its Commercial Performance Based Incentive Program towards providing UFIs for

residential and small commercial customers, (ii) seek authorization to increase the rates and caps

24

25

26

in RES adjustor; and (iii) take none of those measures and simply continue to place customers on a

waiting list until funding becomes available (in 2011). UNS Electric has no preference, but seeks

Commission approval to take one or more of these actions for the remainder of 2010.
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1
I. BACKGROUND.

2 The Commission approved the Company's initial Renewable Energy Standard and Tariff

3 Implementation Plan ("REST Plan") in Decision No. 70652 (December 18, 2008). The

4 Commission approved UNS Electric's 2010 REST Plan in Decision No. 71464 (January 26,

5 2010). For 2010, the Commission authorized UNS Electric's budget for the Company's

6 Residential and Small Commercial Distributed Generation ("DG") incentive programs (to pay

7 UFIs to customers for eligible Distributed Renewable Energy Resources as defined in the

8 Commission's REST Rules). Those figures were based on historical participation in the

9 Company's programs.

10 Recent participation in the Residential and Small Commercial DG programs, however, has

11 exceeded both historical rates and those forecasted in the Company's 2010 REST Plan (see Figure

12 1). A key factor driving this unprecedented participation is the rapid decline in the market price of

13 PV panels. PV pricing for residential systems has declined by 40% in the last five years. Under

14 current incentive levels, a consumer could cover more than 50% of the cost of a residential PV

15 system. In 2005, that same consumer could only have covered 25% of the cost for a residential PV

16 system with the Company incentives.

17
Figure 1. 2010 Up Front Incentive Applications
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Budget Reservations Remaining Funds
Residential Allocation $3,971,623 $3,760,460 $211,163
Small Commercial Allocation $1,250,000 $1,223,775 $26,225
Total Up- Front Incentives $5,221,623 $4,984,235 $237,388

Month Amount
Reserved

Cumulative Amount Percent of the Budget Reserved

January $242,020 $242,020 5%
Februaly $329,911 $57l,931 11%
March $668,933 $1,240,864 24%
April $804,381 $1,955,770 37%
May $905,690 $2,720,935 52%
June 1-1 1 $2,474,775 $4,984,235 95%

Moreover, installation costs have continued to drop since the incentive levels were initially

calculated. In UNS Electric's service territory, installation prices have dropped f rom

approximately $12 per watt in 2006 to approximately $8 per watt in 2008 to approximately $5 per

watt in mid-2010. UNS Electric believes this trend will continue with installation costs

approaching $4 per watt by the end of 201 l. Further, currently declining incentive levels in other

service territories may also be driving the surge in incentive applications. Since Arizona Public

Service Company's recent incentive reductions (Decision No. 71686 (April 30, 2010), UNS

Electric has experienced an substantial increase in DG incentive applications (as shown in Figure l

above). As a result of the unanticipated increased participation in UNS Electric's Residential and

Commercial DG Programs, funding available to provide UFIs has been depleted. Figures 2 and 3

show how most of the budgeted amount for UFIs has been expended:
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Figure 2. 2010 Up Front Incentive Reservation Status
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Figure 3. Reservations as a Percent of the 2010 Budget
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Figures 4 and 5 show the increased demand for residential projects since 2003, and the

decreasing cost of solar installation since 2006. Considering that leasing programs previously

found only in Phoenix are now available in Mohave County, along with the decreasing cost of
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l solar installations, UNS Electric expects that the increasing number of incentive applications will

2 continue through 2011.

3

4
Figure 4. 2010 Forecasted Installed Distributed Generation Projects
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Figure 5. Installed Cost Trend
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20 II. CONCLUSION.

21 Based on the foregoing, UNS Electric respectiillly requests direction for the remainder of

22 2010 regarding how to address depleted funding for DG incentive programs. Specifically, the

23 Company believes it could take one of the following steps: (i) re~allocating some or all of the

24 approximately $800,000 from its Commercial Performance Based Incentive Program towards

25 providing UFIs for residential and small commercial customers, (ii) seek authorization to increase

26 the rates and caps in RES adjustor; and (iii) take none of those measures and simply continue to

27 place customers on a waiting list until funding becomes available (in 2011). UNS Electric has no
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preference, but seeks Commission approval to take one or more of these actions for the remainder

of2010.
PK

RESPECTFULLY SUBMITTED this 4 day of July 2010.

UNS ELECTRIC, INC.
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By
Michael W. Patten
Roshka DeWu1f & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

And
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Philip J. Dion, Esq./
Melody Gilkey, Esq.
UNS Electric, Inc.
One South Church Avenue, Suite 200
Tucson, Arizona 85701

15

16

17

Original and copies of the foregoing
filed this day of July 2010 with:
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Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Copy of the foregoing hand-delivered/mailed
this 6 4 . day of July 2010 to:
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Lyn Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Janice M. Alward, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Steve Olea
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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