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BEFORE ‘rHE ARIZONA COKPOFUTION COMMISSION 

Arizona Corporation Commission 
DOCKETE 

BOB STUMP 

3ARY PIERCE 
Chairman 

Commissioner 

Commissioner 

Commissioner 

Commissioner 

BRENDA BURNS FEB - 6 2013 
3OB BURNS DQCKFFED BY 

SUSAN BITTER-SMITH 

N THE MATTER OF THE APPLICATION ) DOCKET NO. E-01933A-12-0308 1 DECISIONNO. 73652 3F TUCSON ELECTRIC POWER 
2OMPANY FOR APPROVAL OF A 
XJSTOMER AGREEMENT WITH PIMA i 
ClOUNTY 

ORDER 

3pen Meeting 
lanuary 30 and 31,2012 
Phoenix, Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

1. Tucson Electric Power Company (“TEP”) is certificated to provide electric service 

3s a public service corporation in the State of Arizona. 

2. On July 6, 2012, TEP filed an application for approval of an agreement between 

T’EP and Pima County (“Pima”) that would allow Pima to acquire a large number of blocks of 

solar energy from TEP under the Bright Tucson Community Solar Program at a lower premium 

than is provided for in TEP’s Pricing Plan Rider 5. In the application, TEP waived the 30-day time 

limit for the Commission to act on the agreement. 

Background 

3. The Bright ‘Tucson Community Solar Program (“Program”) was approved by the 

Commission under Decision No. 71835, on August 10,201 0. The Program is designed to provide 
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3wned system, thereby avoiding large upfront costs and requiring a ]long-term conirrii tnrent. In 

addition, the Program provides customers with a hedge against future energy price increases ,md E 

means to promote solar energy at a nominal price. 

4. Under the Program, one or more solar photovoltaic (“PV79) power plants are either 

rEP-constructed and owned, or a private developer owns and operates the plant under a Power 

Purchase Agreement with TEP. A customer may participate in the Program by purchasing one or 

more blocks (“Solar Blocks”) of solar capacity from these solar PV power plants. Each block of 

solar capacity is equal to one kilowatt and represents 150 kWh (per month) of electric energy. 

Participating customers pay a Solar Energy Premium of $0.02 per kWh over the regular tariff rate 

and this solar component of their bill is fixed at this rate for 20 years. All contracted Solar Block 

kWhs and associated charges in a billing month are excluded from the calculation of Purchased 

Power and Fuel Adjustor Clause (“PPFAC”) and Renewable Energy Standard and Tariff (,‘RJ2ST’‘) 

charges and/or credits. 

5.  TEP reports that as of July 1, 2012, 777 customers have purchased a total of 4,133 

solar blocks under the Program, representing 4,133 kW of capacity and 619,950 kWh per ~nontl, cf 

energy. 

The Proposed Agreement 

6. TEP states that it has been approached by Pima with a proposal whereby Pima 

would agree to acquire a large number of Solar Blocks if TEP would agree to a smaller premium 

for the solar energy. TEP would agree to lease land owned by Pima upon which a new solar PV 

generation facility would be constructed for an additional decrease in the contract rate. 

Accordingly, TEP and Pima have signed an agreement entitled “Bright Tucson Community Solar 

Rider Agreement Between Tucson Electric Power Company and Pima County” (“Agreement”). 

7 .  TEP will own and operate the new 5 MW solar PV power plant. The plant, known 

as the “Prairie Fire” project, will be located on a 48-acre tract of vacant land located at 7540 South 

Old Vail Road in Tucson. Interconnection of the new plant with TEP’s existing distribution system 

will occur near the northeast corner of the site. Funding for this plant is included in TEP‘s 2015 

DecisionNo. 73652 - 
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8. I.rtldcr ternis of thc Agreement, Pima would purchase five megawatts of generating 

xipacity from the Progrmi. Pima would pay a Solar Energy Premium of $0.01250 per kWh. The 

xedit for use of Pima’s land for the use of the new solar generating facility would further reduce 

Pima’s rate by $0.0075 per kWh. The base power contract rate would be at the Municipal Service 

PS-40 standard tariff rate. The Solar Block Energy Rate would be $0.034085 per kWb, a 17.19 

3erceni premium over Pima’s base power contract rate, as depicted in Table I below. 

Table I 

Special Contract Rate 

Rate 1 BasePower 

Schedule Contract Rate I 
Municipal I 

$e. 0290 8 6kWh 

PS-40 1 . - - __ .___ 

Solar Energy 

Premium 

Solar Block Energy 

Land Use Credit Rate 

- $0.0075/kWh I $0.034086/kWh 

9. The Agreement has a term of 20 years commencing on the date of ar: Order by the 

Zommission approving the Agreement, or the date of execution of the land lease. or the date of 

solar system commissioning, whichever is later (“Effective Date”). 

10. Solar Blocks purchased by Pima would be applied to the actual energy usage each 

month. Electricity used in excess of the purchased Solar Blocks will be billed at the applicable 

standard offer energy rate. If electricity usage is below the amount covered by the Solar Blocks, 

then the excess kWhs will be rolled forward and credited against Pima’s usage in the following 

month(s). Pima would still be responsible for the full monthly cost of the contracted Solar Blocks. 

11. Each year, for the bills produced in October (September usage), TEP would credit 

any excess kWhs after netting and reset the balance to zero. Credit for excess kWhs will be at the 

mergy rate of the Solar Blocks. All contracted Solar Block kWhs and associated charges in a 

billing month will be excluded from the calculation of PPFAC and REST charges and/or credits. 

DecisionNo. 73652 



1 2 ‘The i\gr;-e:nent contains p rwk  oils idr iermimtion fbi cause Gssc:d .ca speciL 

mekriai ciefanlt situations defined in the Agrzemmi ?be 7’emiinahn for Cause paragraph states 

that i f  cither i m t j  materially defaults in i t s  pe;.forniairce tinder the Agreement and fad,$ :a cmt; 

such default for 30 days, the lion-defaulting party may inuriediateiy terminate the Xgrecment. IC 

TEP terminates the Agreement for Cause, such termination will not affect the land lease or require 

removal of the solar generation facility on the leased prt3perty. Upon termination of this 

Agreement by TEP for Cause, the lease rate specified in the lard lease wJl convert to a fixed rate 

of $67,500 annuajly for the remainder of the lease term. 

13. If Pima terminates the Agreement for Cause, Pima may terminate the land lease 

pursuant to terms of the land lease agreement 

Staff Analysis and Recommendations 

14. Staff has reviewed the Agreement and iinds that it is consistent with the terms of 

TEP’s Pricing Plan Rider-5 (except the proposed change to the Solar Energy Premium) Staff 

believes that an 82.8 percent reduction in the Solar Energy Premium is reasonable in light of tne 

magnitude o€ Pima’s intended Solar Block purchases, and because the agreement will enable Pima 

to capture the lease value of their fallow land asset and trade it for solar power Staff further 

believes that the other terms and conditions of the Agreement are reasonable. Staff further 

believes that large Solar Block purchases will enhance and promote the continued success of 

community solar programs in general and the Program specifically. Finally, fcr the purposes of 

evaluating this special contract, any impact to TEP’s fair vahe rate of return vmdd likely be de 

minimus. 

15. Based on the above analysis, Staff has recommended approval of the Bright Tucson 

Community Solar Rider Agreement Between Tucson Electric Power Company and Pima County. 

- CONCLUSIONS OF LAW 

1. TEP is an Arizona public service corporation within the meaning of Article XV, 

Section 2, of the Arizona Constitution. 

2. The Coirmission has jurisdiction over TEP and over the subject matte; of the 

application. 

Decision No. 73652 
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3. The Commission, having Ieviewed the application and Staff's Memorandum dated 

September 18, 2012, concludes that the Agi-:rPernent between TEP arid Pima should be approved as 

hcussed herein. 

(XUlER 

IT IS THEREFORE ORDERED that the Bright Tucson Community Solar Rider 

4greement between Tucson Electric Power Company and Pima County is hereby approved, as 

iiscussed herein. 

IT IS FURTHER ORDERED THAT THIS Decision shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

DISSENT: 

___ ___ DISSENT: 

SMO:RBL:sms/CHH 

Decision No. 73652 
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3ERVICE LIST FOR: Tucson Electric Power Company 
IOCKET NO. E-O1933A-12-0388 

vlr, Michael Patten 
toshka DeWulf & Patten, PLC 
h e  Arizona Center 
COO East Van Buren Street - 800 
'hoenix, Arizona 85004 

fir. Bradley S. Carroll, Esq. 
lhcson Electric Power Company 
h e  South Church Avenue, Suite 200 
rucson, Arizona 85701 

vlr. Steven M. Olea 
Iirector, Utilities Division 
bizona Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

VIS. Janice M. Alward 
2hief Counsel, Legal Division 
4rizona Corporation Commission 
' 200 West Washington Street 
'hoenix, Arizona 85007 
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,yn Farmer 
Zhief Administrative Law Judge 
learing Division 
irizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 
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