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Arizona Public Service Company (“APS” or “Company”) has prepared this letter and attached

- Exhibits to provide the Commission and stakeholders with an update on 2010 activity related to
the Company’s Renewable Energy Standard (“RES”) program budget, adjustor revenues in
relation to that budget, and a summary of mid-year reallocations designed to help support the
high demand for residential distributed energy incentives.

In its 2010 RES Implementation Plan, APS proposed a 2010 budget of $86.7 million, of which
$80.7 million' was to be collected through the Company’s approved RES Adjustor mechanism
based on forecasted revenue from retail sales.”> Through September 2010, APS has experienced a
shortfall in revenue collected, which is expected to total approximately $4.2 million by year end.
This shortfall in revenue is largely attributable to the negative effect that regional economic
conditions have had on commercial and industrial customers with annual energy consumption of
less than 3 megawatts. In brief, the number of customers in this customer segment have declined
below what the forecast had predicted. Further, residential customer revenues have also declined
as a greater number of Arizona homes are now vacant.

Consistent with the Company’s normal business practices in administering its RES programs,
APS is managing funds to address this anticipated shortfall while preserving its commitment to
fund renewable energy incentives and programs through the following actions:>

e Transferring cancelled up-front incentive (“UFI”) 2009 funding commitments into the
residential and non-residential UFI programs

e Applying unused Production Based Incentive funds from non-residential projects to
supplement residential and non-residential incentive budgets

L APS collected $6 million in annual revenue through base rates that are applied towards the Company’s annual RES
implementation budget.

2 APS’s proposed budget was approved in Commission Decision No. 71459 (January 29, 2010).

3 APS notified the Commission of these actions in a June 4, 2010 letter to Chairman Mayes in this Docket.
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e Reallocating unused funds from the 2009 Distributed Energy Request for Proposal
budget to residential and non-residential UFI programs ,
¢ Reallocating uncommitted funding from 2009 to fund residential UFI

These actions have allowed APS to continue to fund programs without the need to increase the
2011 RES Adjustor to accommodate the 2010 shortfall in collections. This rebalancing has
increased the 2010 residential UFI budget from the $44 million approved in the 2010
Implementation Plan to approximately $53.7 million, and the non-residential UFI budget from $2
million to approximately $3.5 million. Together, this has allowed nearly 850 additional
customers, beyond those which would have received incentives under the original budget, to
receive reservations for rooftop photovoltaic systems in 2010.

This information, as well as the attached analysis of the 2010 RES Adjustor forecast and actual
collections according to customer category (Attachment A), demonstrates the challenging
regional economic conditions facing APS customers and shows that the Company is -
appropriately managing available funding resources to maintain program continuity. APS is also
including an analysis of 2010 RES budget spending (Attachment B). It is the Company’s hope
that this information is useful as the Commission evaluates the APS 2011-2015 RES
Implementation Plan and associated programs and budgets.

As always, representatives of APS are available to discuss these issues in more detail. If you
have any questions you may contact me at (602) 250-2154.

Sincerely,

e feft o G Wb

Eran Mahrer

Attachments

cc: Parties of Record




Coﬂ;:ies of the foregoing mailed/delivered this
14™ day of October, 2010 to:

Janice Alward

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

Steve Olea
Arizona Corporation Commission
1200 W. Washington St.

~ Phoenix, AZ 85007

Lyn Farmer

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Michael Neary
111 W. Renee Drive
Phoenix, AZ 85027

C. Webb Crockett

Fennemore Craig

3003 North Central, Suite 2600
Phoenix, AZ 85012

Mr. David L. Townley
Infinia Corporation

6811 West Okanogan P1.
Kennewick, WA 99336

Mr. Scott Wakefield

Ridenour, Hienton & Lewis, PLC
201 N. Central Ave., Suite 3300
Phoenix, AZ 85004-1052

Mr. Adam Browning

The Vote Solar Initiative
300 Brannan St., Suite 609
San Francisco, CA 94107

Mr. Herbert Abel

Green Choice Solar

15344 N. 83rd Way, Suite 101
Scottsdale, AZ 85260
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