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TUCSON ELECTRIC POWER COMPANY FOR' S S
APPROVAL OF ITS 2012 RENEWABLE
ENERGY STANDARD IMPLEMENATION PLAN
AND DISTRIBUTED ENERGY -~
ADMINISTRATIVE PLAN AND REQUEST FOR
RESET OF RENEWABLE ENERGY ADJUSTOR

MARKET FEEDBACK Q12013 TEP
SERVICE TERRITORY

The January 23“' decision in this matter reduced the residential incentives to $0. 10/watt We have | s
now had one quarter to see the impacts of this incentive level. Several s1gmﬁcant chauges in the market 1

are apparent. Thedata presented represent data from systems reserved or pendmg reservanons through
April 17%, 2013 This data was normahzed to a full year by applymg &3 41 multlpher to stretoh January 1
— April 17® to the full calendar year.

Market Volume
Ifthe first qaaner (plus) isan mdtcatlon of how 2013 will play out, TEP will see a reductlon of

‘ solar electric system adoption of about 45% by number of systems as well as kilowatts reserved in the -

SIdentlal market. ‘Normalized # of systems X 10’ in Flgure 1 shows this reduction, as well as what the
reduction- would Took like if the top market player is removed from the data (90%).
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Industry Health

The installer landscape has changed significantly in two regards. The first is that there are a lot
less installers submitting reservations. In 2012 there were 51 installers represented. So far in 2013 there
are 11. See Figure 1: ‘# of Installers in TEP.” This represents a significant market contraction. The same
pattern was true between 2011 and 2012, and the reduction was seen as progress, because the 140+
installers seemed like too many. However, in my view the drop to 11 participants is a sign of an unhealthy
solar marketplace. Relatively large players, as well as smaller but long standing players, are no longer on

the list. Solar Plus and The Solar Store are notable examples.

The second change is that market share diversity has reduced to disturbing levels. In years past, a
single company held no more that about 40% market share. In 2012, Solar City held 21%, and 3 to 4
companies made up 50% of the market, with an abundance of smaller participants offering competition
and choice in the selection of solar installer. In 2013 there do not appear to be any participants able to
offer compelling residential solutions besides Solar City, inferred from the fact that they have 82% market
share, and the fact that the non-Solar City projected annual volume is about 130 systems. Why Solar City
is able to lease systems in large volumes when SunRun, Sungevity and SunPower, (the other three major
lease players) cannot, is unknown to me. However, one can imagine that it may be more important for
their company’s stock valuation that they maintain growth in the market and deploy the significant capital
which has been invested in the company, than that they are profitable in every market in which they
operate. Whatever the reason, the reduction of total numbers of reservations anticipated for the year is

down, the number of installers is down, and the market share has become unbalanced.
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It is my assessment that the incentive/avoided cost balance has dropped too low to meet the REST

compliance targets for residential customers in the near term in TEP service territory.

. M SOLAR CITY
2012 by # Of | nSta I I S B TECHNICIANS FOR SUSTAINABILITY
B SOLARPLUSLLC
M HASKINS ELECTRIC
M ARIZONA SOLAR SOLUTIONS
® EMC BUILDERS
B REC SOLARLLC
B SUMMERWIND SOLAR
# SUN VALLEY SOLAR SOLUTIONS
B GEOINNOVATION, LLC
WSALT RIVER
W SUNGEVITY
B NETZERO
W SOLARH20
M AMERICAN SOLAR
M CUSTOM SOLAR & LEISURE LLC
M SOLAR TOPPS
# THE SOLAR STORE
M ABCO SOLAR
WMHOME TEC INTERNATIONAL
w STEALTH SOLAR
% SOLAR PATH LLC
% SOUTHWESTERN SOLAR
other (31)

1%_ 2013 by # of installs

B Solar City

BTFS

B Custom Solar

M Net Zero

M Solar H20

B Southwestern Solar
W Solar Solutions of AZ
B SunValley Solar
HREC Solar

B Geoinnovation

W Stealth Solar
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1%

2012 by kwdc

1%

W SOLAR CITY
B TECHNICIANS FOR SUSTAINABILITY
M SOLARPLUS LLC
M ARIZONA SOLAR SOLUTIONS
B RECSOLARLLC
B SOLARH20
B SUMMERWIND SOLAR
W GEOINNOVATION, LLC
m HASKINS ELECTRIC
M SALTRIVER
M SUN VALLEY SOLAR SOLUTIONS
W SUNGEVITY
W SOLAR TOPPS
M ABCO SOLAR
m CUSTOM SOLAR & LEISURE LLC
B AMERICAN SOLAR
M NET ZERO
WEMC BUILDERS
WSOLAR PATH LLC
i THE SOLAR STORE
mHARMON ELECTRIC
# HOME TEC INTERNATIONAL
i STEALTH SOLAR
other (31)

M Solar City

WTFS

M Custom Solar

M Solar H20

M SunValley Solar

M Net Zero

B REC Solar

i Geoinnovation

i Solar Solutions of AZ
i Southwestern Solar

i Stealth Solar

ORIGINAL and 13 copies filed this 28" day of May, 2013 with:
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Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COPY of the foregoing hand-delivered/mailed this 28" day of May, 2013 to:

Bob Stump, Chairman o
Arizona Corporation Commission
1200 West Washington Street

|Phoenix, Arizona 85007-2927

Gary Pierce, Commissioner
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007-2927

Brenda Burns, Commissioner
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007-2927

Bob Burns, Commissioner
Arizona Corporation Commiission
1200 West Washington Street
Phoenix, Arizona 85007-2927

Susan Bitter Smith, Commissioner
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007-2927

Lyn Farmer
Chief Administrative Law Judge

| |[Hearing Division

1200 West Washington Street
Phoenix, Arizona 85007

Janice Alward

Chief Counsel Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Steve Olea, Director

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ernest G. Johnson

Executive Director

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Phillip J. Dion

Tucson Electric Power Company
One South Church Avenue, Suite 200
Tucson, Arizona 85701

Michael W. Patten

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Daniel Pozefsky

RUCO

1110 West Washington, Suite 220
Phoenix, Arizona 85007

Scott Wakefield

Solar Alliance

201 N. Central Avenue, Suite 3300
Phoenix, Arizona 85004

Court S. Rich ,

SolarCity Corporation -

6613 N. Scottsdale Road, Suite 200
Scottsdale, Arizona 85250

Timothy Hogan
202 E. McDowell Road, Suite 153

 |{Phoenix, Arizona 85004

Fennemore Craig, P.C.
2394 E. Camelback Road, Suite 600
Phoenix, Arizona 85016-3429
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