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Re:  APS 2013 REST Implementation Plan (Docket No. E-01345A-12-0290)
Green Power Rate Schedules (Docket No. E-01345A-Tg-0394)

Dear Chairman Pierce and Commissioners:

I am writing to provide comments on Staff’s Report and Recommended Order filed in the
docket on Octaber 18, 2012. I want to thank Staff for its thoughtful discussion and
assessment regarding the 2013 APS REST Implementation Plan.

Reallocation of Unspent Funds

Staff recommends using the majority of funds from cancelled projects or the unspent
REST budget in the future based on the “least-cost’ renewable kWh model. Under Staff’s
formula approach, 50% of the funds will be shifted to residential PV UFIs, while the
remaining 50% is divided among other DE programs, including 14% for non-residential
PBIs. Staff is proposing the establishment of a permanent reallocation formula, which will
trigger on Octaber 1 of each year. I do not believe this approach accurately reflects the
“least-cost” model. Staff only looks at the direct cost on ratepayers, 1.€., the costs to
procure RECs from residential rooftop installations. However, other important tangible
benefits from commercial distributed solar PV projects, including that electricity is
produced near its load center and is consumed as it is produced by the customer, be should
considered. '

In the event of that unspent funds need to be reallocated, I recommend that APS follow the
current procedure of proposing recommendations to the Commission in its REST Plans, so
that industry stakeholders can provide their own recommendations for Commission
consideration. In this case, Commissioners will have the necessary information to decide
how unspent funds should be reallocated, rather than rely on an automatic formula that
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does not consider changing market conditions, utility procurement strategy, or federal
energy policy.

Staff Recommended Changes to APS DE Option 2 for PBIs

In my last letter, I expressed my support for the APS 4-Block PBI Option, which allocates
$26.7 million in lifetime commitments and 20 MW in capacity over four funding cycles.
Staff has proposed a few modifications for APS DE Option 2 that lowers the available
capacity and unnecessarily interferes with the reverse auction process. Staff keeps APS’s
four funding cycles, but reduces the lifetime commitment amount to $20.7 million, which
cuts the available market capacity by 5 MW from last year’s level of 20 MW, to 15 MW
for 2013.

Staff recommends lowering the PBI cap to $0.065 per kWh, believing that cash incentive
prices will fall even further. However, the reverse auction process, by its very competitive
nature, drives down cash incentive prices, as evidenced by the results of previous APS’s
nomination periods. Too much regulatory pressure on price caps will result in unintended
consequences, as some projects that submitted low non-viable bids would unnecessarily tie
up PBI funding until they are cancelled. The PBI cap of $0.07 per kWh, as proposed by
APS, is a reasanable and appropriate starting point.

APS proposed combining the large- and medium-sized auctions into four auctions for
2013. At the same time, the cap for system size would be reduced from 2 MW to 750 kW,
which would allow for the deployment of more commercial solar PV systems. However,
in an attempt to be responsive to the larger solar developers, Staff “fashioned a
compromise” that allows projects up to 2 MW to compete in the first two auctions, while
reducing the project cap to 750 kW for the third and fourth auctions. The problem with
raising the cap to 2 MW is that projects can consume the lion’s share of funding for that
nomination cycle, leaving other worthy projects by the wayside. A better compromise
would be to raise the cap to 1 MW for all four nomination periods where large- and
medium-sized projects could compete together.

I recommend the following modifications to Staff’s Option 3:

¢ Increase lifetime commitments by $4 million to $24.7 million, which should
produce roughly 20 MW of capacity for non-residential PBIs based on an installed
price of $3.25 per watt.

¢ Raise the PBI cap from $0.065 per kWh to $0.075 per kWh to allow the
competitive reserve auction process to function efficiently.

¢ Lower the eligible system size from 2 MW to 1 MW to facilitate greater solar
deployments in the nonresidential market.

Solar Rate Schedule is Needed

The Staff Repart did not address the subject of implementing a solar rate schedule for
commercial customers. As I mentioned in my previous comments, having a special rate
schedule for commercial customers who have installed solar would generally obviate the
need to award gash incentives. In an era where APS is recouping more and more of its

15344 N. 83™ Way - Suite 101 - Scottsdale, AZ 85260 - Phone: 480-398-2740 - Fax: 480-398-2761
www.GreenChoiceSolar.com


http://www.GreenChoiceSolar.com

November 16, 2012
Page 3 of 3

fixed costs through higher demand charges, the ability to show a cost savings with solar
simply by reducing energy consumption is proving more difficult. Until the solar tariff is
available to commercial customers, PBIs will still be needed to boost the cost savings
necessary to justify the installation of solar. On the residential side, APS offers rate plans
that have very high energy charges for the peak periods with no demand charges. 1
recommend that the Commission direct APS to propose, with stakeholder participation, a
solar rate schedule for commercial customers in its 2014 REST Implementation Plan.

Thank you for your consideration in this matter.

Sincerely Yours,

Herbert Abel
CEO
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