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SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

IN THE MATTER OF THE 
APPLICATION OF ARIZONA PUBLIC 
SERVICE COMPANY FOR APPROVAL 
OF ITS 2012 RENEWABLE ENERGY 
STANDARD IMPLEMENTATION PLAN 
AND REQUEST FOR RESET OF 
RENEWABLE ENERGY ADJUSTOR. 

DOCKET NO. E-0 1345A- 1 1-0264 

THE SOLAR ALLIANCE’S 
PROPOSED RECOMMENDATIONS 
ON APS 2012 RES PLAN 

The Solar Alliance (“Solar Alliance”), by its counsel undersigned, hereby offers its 

proposed recommendations on Arizona Public Service Company’s (“APS”) 20 12 

Renewable Energy Standard Implementation Plan (“RES Plan” or “Plan”) filed on July 1 

201 1. 

Dated this 23rd day of September, 201 1. 

RIDENOUR, HIENTO 

BY 

201 North Central 
Phoenix, Arizona 
Attorneys for The 

ORIGINAL and 13 copies filed 
this 23rd day of September, 201 1 with: 

Docket Control 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 
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2OPY of the foregoin. HAND- 
IELIVERED this 23' day of 
September, 201 1 to: 

Zommissioner Gary Pierce, Chairman 
Zommissioner Sandra D. Kennedy 
2ommissioner Paul Newman 
2ommissioner Bob Stump 
zommissioner Brenda Burns 
9rizona Corporation Commission 
1200 W. Washington St. 
?hoenix, Arizona 85007 

Lyn Farmer 
2hief Administrative Law Judge 
Hearing Division 
4rizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Janice M. Alward, Esq. 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steven M. Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

COPY of the foregoin@VlAILED 
and EMAILED this 23 day of 
September, 201 1 to: 

Deborah R. Scott 
Pinnacle W q t  Capital Corporation 
400 North 5 Street 
P.O. Box 53999, MS 8696 
Phoenix, AZ 85072-3000 
deb.scott@,pinnaclewest.com 
Attorneys-for Arizona Public Service 
Company 
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Court S. Rich 
M. Ryan Hurley 
Rose Law Grou , PC 

Scottsdale, AZ 85250 
crich@,roselawaroup.com and 
rhurley@,roselawaroup. corn 
Attorneys for Solarcity 

6613 N. Scotts cp ale Rd., Suite 200 

C. Webb Crocket 
Patrick Black 
Fennemore Craig, P.C. 
3003 N. Central Ave., Suite 2600 
Phoenix, AZ 85012-2913 
wcrockett@,fclaw.com and 

!&torneys for Freeport-McMoRan and 
AECC 

black@, fclaw . com 

Timothy Hogan 
David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, AZ 85252-1064 
thoaan@,aclpi. or 
dbey@,aclpi.or: 

Dan Pozefsky 
Chief Counsel 
RUCO 
11 10 W. Washington St., Suite 220 
Phoenix, AZ 85007 
dpoze fsky@,azruco. gov 
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The Solar Alliance’s Proposed Recommendations on APS 2012 RES Plan 

Preface 

The Solar Alliance’ hereby provides its recommendations on the application of Arizon: 

Public Service Company (APS) for approval of its 2012 Renewable Energy Standarc 

Implementation Plan (RES Plan) as docketed on July 1, 201 1. After careful consideration, thc 

Solar Alliance is proposing an alternative proposal (“Alliance Option”), outlined below. 

Like APS’s options, the Alliance Option allocates 300 MW PV-equivalent (as required b j  

APS ’ 2009 settlement agreement) between several solar programs. The Alliance’s Option would 

be deployed over two years (2012 and 2013) and accomplishes several goals: 

0 Caps the residential customer surcharge at $5.92, a level that is between APS’s Option 1 
and 2 proposed surcharges. 

Maintains capacity in highly popular customer solar programs - both residential UFI and 
commercial PBI programs. 

Upholds the traditional ownership breakdown of the Schools section of the Schools and 
Government program (25% utility owned, and 75% 3rd party owned) for the benefit of 
school customers and rate payers. 

Continues growth in the successful, and cost-efficient utility owned AZ Sun Program, and 
the 3rd party Small Generator Standard Offer Program. 

The following chart compares the Solar Alliance’s proposed MW allocations and costs in 

0 

0 

0 

comparison to APS’s Option 3 proposal: 

’ The comments contained in this filing represent the position of the Solar Alliance as an organization, but not 
necessarily the views of any particular member with respect to any issue. 
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Program 

AZ Sun Program - Utility Owned 
TBD - Utility Owned 

SA Option 
New Capacity (MW) APS Option 3 

New Capacity (MW) 2012-2013 

100 100 
25 0 

1 1 

Zationale for Alliance Option 

The solar industry needs stable and predictable regulatory policies in order to be able 

leliver reliable clean energy with continued cost reductions. However, the options presented 1 

IPS diverge from the traditional RES program allocations, and they include numero 

leployment timelines depending on the program. In order to improve the predictability of tl 

!IPS market, the Alliance Option calls for 300MWs of capacity to be deployed over a two ye 

Approximate surcharge cap based on formula derived from APS table 1. 
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timefiame (2012-2013). The Alliance Option allows for continued capacity in all of APS’ 

current solar program offerings. Specifically, the Alliance Option supports each program a 

follows: 

0 AZ Sun Program: The Alliance Option recommends adding lOOMW of capacity to thi 
program between 20 12 and 20 13. Our recommendation matches the capacity requestel 
for this program in all three of APS’s options. 

0 Other Proposed Utility Owned Projects: All of APS’s Options include a proposal to se 
aside 25 MWs for as of yet undetermined programs. The Solar Alliance believes that a~ 
option with 25 MW of unassigned capacity at an unknown cost introduces a degree o 
market uncertainty that is easily avoidable. Furthermore, the timeline for deployment i 
ambiguous. The Solar Alliance proposes to shift the 25 MWs of un-designated capacity tc 
the 3rd party Small Generator Standard Offer program. 

0 3‘d Party PPAs - Small Generator Standard Offer Program: The Solar Alliancc 
recommends adding 140 MW of projects in the Small Generator Standard Offer progran 
between 2012 and 2013. This amount of capacity fits between APS’s proposal for thc 
program in option 1 and option 2. 

0 Schools and Government Program - APS Owned: The Solar Alliance strongl! 
recommends that the Commission maintain the current distribution of capacity in tht 
Schools section of the Schools and Government Program, allocated as 25% APS ownec 
and 75% third party owned. APS has failed to persuade stakeholders that utility-ownec 
installations within the schools and government program offer reduced economic impact! 
to ratepayers compared to third-party-owned systems. APS’s claims are based or 
assumptions that depend on uncertain future projections. For example, if the annua 
escalation rate of fixed costs is just 2% lower than APS assumes, third party systems 
actually become more advantageous to ratepayers under the APS proposed 2012 rates 
Even using APS’s stock assumptions there is a single digit cost difference between thc 
two  model^.^ Accordingly, the Solar Alliance proposes an allocation of 6.25 MW for thc 
APS-owned portion of the Schools and Government Program and the remainder allocatec 
to third-party-owned systems in the same segment. 6.25MW corresponds to 25% of the 

A full analysis of impacts to participating customers and ratepayer under utility owned or 31d party ownership 
within the Schools and Government program will be submitted by the Solar Alliance shortly. 
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25MW that APS requested in be added to the School and Government Program in a1 
three options. 

0 Schools and Government Program - 3rd Party Owned: The Alliance Option sets asidc 
18.75MW for 3rd party school and government projects, in additional to previous capacit 
for the program already approved by the Commission in the 2010 APS REST Plan 
Further, the Alliance adamantly opposes APS's proposal to reduce PBI rates by 21% fo 
the 2012 program. The industry has developed its annual plans according tc 
Commission-approved scheduled incentive reductions laid out in APS 201 0 REST plan 
Furthermore, with project size and meter restrictions, developers are not able to takc 
advantage of the economies of scale as seen in other PBI programs. Unlike APS, whicl: 
interconnects its systems on the utility side of the meter, third party developers mus 
connect into the customer side of the meter. Particularly for older schools, this car 
present added costs for trenching, wiring, asphalt, and service upgrades. The Sola] 
Alliance strongly recommends continuing with the originally-planned PBI reduction 
which would set the PBI ceiling at $0.13/kWh for 3rd party school projects. Wc 
encourage the Commission to keep the PBI at $0.13/kWh for all of 2012, dropping tc 
$0.1 l/kWh in 2013. 

0 Small Commercial UFI: The Alliance Option proposes 2.5 MW of new capacity foi 
201 2 and 201 3. On a yearly basis, this amount is slightly more than APS's Option 3. 

0 Commercial PBI (medium and large programs): The Solar Alliance proposes 30 MW 
of medium and large commercial PBI capacity, or 15 MW per year. This maintains the 
existing commercial solar market. The Solar Alliance urges the Commission to consider 
that two of the three options put forward by APS in their 2012 renewable energq 
implementation plan will cause significant harm to the commercial solar industry and 
outright prevent medium and/or large businesses from participating in APS solar 
programs for the next five years. Option 1 terminates all commercial programs for small, 
medium, and large businesses in APS territory. Option 2 maintains small and medium 
commercial programs, but completely eliminates the large commercial program. The 
termination of solar programs that once successfully served multiple market segments 
will lead to job losses and business closures, whose economic consequences will extend 
far beyond just solar companies. In fact the entire supply chain that supports their 
function will be impacted, including effects on silicon and materials suppliers, equipment 
vendors, construction workers, steel companies, electricians, architecture firms, hardware 
supply companies, even municipalities that partly rely on permit fees from solar projects 
to keep staffed after the real-estate downturn. 

- 7 -  
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Five years without a commercial solar program would be devastating. Arizona woul 
lose all the human capital it invested in the skilled workers of the solar industq 
Ratepayers may also be negativity impacted as the commercial programs resume in 201 7 
precisely the time the 30% federal investment tax credit expires. In addition, warrant 
issues may arise as solar companies close their doors. 

If programs are cut back too dramatically or canceled all together, Arizona has more tl 
lose than jobs; it loses its ability to cost effectively install commercial solar energy. It i 
vital that a stable level of market demand be maintained to retain talented workers, foste 
economic activity, and continue to make solar affordable to the Arizona consumer anc 
ratepayer. 

Residential DE Incentive Program: For the residential UFI the Solar Alliancc 
recommends 30 MW of capacity, per year. Further, we recommend that the program bc 
kept at $l.OO/Watt for all of 2012, thus resulting in a $30 million expenditure. Thc 
Alliance Option will continue the same level of capacity in the residential market as w( 
saw in 201 1. The Alliance suggests that the Commission consider appropriate incentive! 
levels for the 2013 program in the 2013 REST Plan. 

Ratepayer Impacts of the Alliance Proposal 

The Solar Alliance calculates that its proposal will require a residential RES adjustor caj 

of $5.92/month. Should the Commission reduce APS’ administrative, marketing, or othe~ 

auxiliary program costs, the above surcharge could be substantially less. 

Rationale for Short-term Over Compliance - Splitting Capacity between 2012-2013: 

The Solar Alliance recognizes that both APS’s Options 2 and 3 and the Alliance Option 

results in near-term over compliance with the REST rules. However, in the long run this is s 

prudent strategy for the following reasons: 

1. A path of reasonable over-compliance between 2012 and 2015 would help moderate a 

potential steep looming spike in incremental compliance requirements in 201 6-201 7. 
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Market Sector 
Residential 

2. During the interim, demand is held steady which provides a stable market for companic 

2012 SA 
2011 2012 APS Option 3 Proposal 
-30 40 30 

to continue to innovate and drive down costs. 

Large Commercial 
Third Party PPAs (Total Program) 

3. Arizona ratepayers leverage the full term of the Federal Investment Tax Credit. 

Included above Included above Included above 
95 MW 201 1-13 50 70 

4. A portion of over-compliance is due to the industry reducing costs more quickly tha 

planned, thus allowing more capacity with the same budget. Scaling back yearly deman 

in an attempt to precisely meet each year's compliance targets will in effect punish th 

industry for installing more solar for less cost to the ratepayer. 

2011 - 2012 Cornoarison (MW4 

Small Commercial 1 -2 1 2.3 1 2.5 
Medium Commercial 1 -20 1 7.6 1 15 

Conclusion 

The Solar Alliance thanks the Commission in advance for considering its alternat 

proposal to the APS 20 12 Compliance plan. 

Respectfully submitted on the 23rd day of September, 201 1. 

The chart assumes a $40 million dollar residential DE budget at $1 .OO/Watt. The comparison also assumes that 
APS will deploy the 50 MW of DE commercial evenly over five years with a $1 .OO/Watt small commercial UFI. 
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