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Memorandum
From the  office  of

Cha irma n Doug Little
Arizona  Corpora tion Commiss ion

1200 W. WAS HINGTON
P HO E NIX,  AR IZO NA

(602) 542-0745

TO: Docke t Control Arizona Corporation Commission
E-00000Q-16-0289 DOCKETEDDATE: August 22, 2016

AUG 22 2015
Cha irma n Doug Little 's  Office

D9G!£l3IE1-1 FW

FROM:

SUBJECT: Crea te  New Docke t

Chainman Little 's  office  reques ts  a  new docke t titled "Review, Moderniza tion and
Expansion of the  Arizona Renewable  Energy Standards  and Tariff Rules  and
Associated Rules". The a ttached le tter deta ils  the  explanation of the  new docket and
its  intentions .
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DOUG LITTLE
CHAIRMAN

min Dim:

COMMISSIONERS
DOUG LITTLE . Chairman

BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

Direct Line: (802) 542-0745
Email: DLittle-web@azcc.gov

ARIZONA CORPORATION
COMMISSION

August 22, 2016

Dear Colleagues and other interested parties:

The  Renewable  Energy S tandard and Tariff (REST) rules ' were  put in place  by this  Commiss ion
in 2007. At tha t time , renewable  sources  of energy such as  sola r and wind were  jus t coming into
exis tence  and beginning to display s igns  of future  potentia l. The ir cos ts  were  ve ry high and the ir
leve l of deployment was  miniscule .

Over the  past nine  years , especia lly more  recently, the  s itua tion has changed considerably. S ince
2007, the  amount of utility sca le  wind deployed na tiona lly has  increased over 500%. During the
same period, deployments  of Utility sca le  photovolta ic (PV) sola r have  increased from 16,000
megawatt hours in 2007 to 23,232,000 megawatt hours in 2015, an increase  of over 145,000%2

The  economics  of both res identia l PV and utility-sca le  sola r projects  have  changed dramatica lly
in the  pas t nine  yea rs . The  median ins ta lled price  for re s identia l PV in 2007 was  a  little  over $12
per ins ta lled wa tt. In 2015 those  prices  had dropped to a round $4 pe r wa it. The  number of
rooftop systems ins ta lled na tiona lly has  grown from an es timated 13,800 systems ins ta lled during
2007 to over 257,000 insta lled during 2015 a lone , and the  pace  of adoption is  acce lera ting
rapidly. In the  same time  period utility-sca le  projects  in the  >500kW range  have  dropped from $8
per ins ta lled watt to jus t over $2 per wa tts

Utility-sca le  solar power purchase  agreements  (PPAs) are  now available  a t less  than 4 cents  per
kilowa tt hour which is  s ignifica ntly lowe r tha n the  pre va iling price s  in 2007. S imila rly, wind
genera tion is  now ava ilable  a t prices  tha t a re  comparable  with traditiona l foss il genera tion. In
light of the  above , the  solar and wind genera tion industries  can no longer reasonably be
cons ide red a s  "emerging technologies". In fact, they a re  actua lly quite  ma ture . According to the
American Wind Energy Associa tion, through the  end of 2015 there  was a  tota l of nearly 74,000
megawatts  of wind capacity ins ta lled in the  U.S . with ove r $128 billion in inves tments  in new
wind projects  in the  last 10 years .'*

According to the  Sola r Energy Industry Associa tion, the re  were  over 7,260 megawatts  of sola r PV
insta lled in 2015> the  la rgest annual tota l ever and 16% above  2014. Residentia l PV insta lla tions
increased 66% in 2015 compared to 2014 and for the  Hist time surpassed 2,000 megawatts  in
2015. Utility-sca le  PV had a  record yea r in 2015 with ove r 4,000 megawa tts  ins ta lled with nea rly
20 gigawa tt s till in deve1opment.5
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With the  matura tion of renewable  energy technologies  and markets , rules  tha t were  put in place
nine  years  ago when these  technologies were  in the ir infancy unquestionably needs to be  revised.
The  lower costs  associa ted with renewable  deployments  have  three  implica tions: (1) s ignificantly
more  renewable  genera tion can be  deployed without undue  impact on Arizona 's  ra te  payers ,
(2) rules  tha t were  put in place  to nurture  deve loping industries  and technologies  should be
revised and s implified to account for the  technology and marke t conditions  tha t exis t today, and
(3) continued deve lopments  in how renewable  genera tion can be  deployed (e .g., utility-sca le
sola r, community sola r, expanded small commercia l deployments , combining ba tte ry s torage  with
any of the  preceding) may provide  many of the  same benefits  associa ted with rooftop solar but
without some of the  associa ted shortcomings and a t a  more  economic price .

Currently, the  REST rules require  tha t by 2025, renewable  sources of genera tion must be  a t least
15% of a ll kilowa tt hours  sold. In light of the  reductions  in the  cos t of renewables  and the
matura tion of tha t indus try, I be lieve  tha t our la rge r inves tor owned utilitie s  could mee t a
requirement in the  30% range  by 2030 without undue  impacts  on ra te  payers . Arizona 's  Electric
Coopera tives have  struggled to meet the  current REST standards because  of the  limita tions in
the ir ava ilable  genera tion sources . I would propose  tha t they be  exempted from any new REST
standard a t this  time .

The  revised rules  should e limina te  ca rve  outs  for specific genera tion technologies . Any new rules
should emphasize  "leas t cost" principles  a llowing marke t forces  and cost e fficiencies  to be  the
primary driver on the  renewable  energy technology se lected to meet the  s tandard. At the  same
time , I be lieve  the  current rules  a re  overly complex and can be  dramatica lly s implified so tha t
compliance  will become  more  s tra ightforward.

Furthermore , the  origina l REST rules  did not contempla te  other technologies  tha t have  evolved in
the  inte rim. For example , s torage  technologies  were  not considered a t a ll when the  REST rules
were  put in place . In recent years , s torage  technologies  have  become s ignificantly more
affordable  and may be  ready for deployment on a  la rge  sca le  in the  very near future . We need to
consider whether the  REST rules should incorpora te  s torage  and other emerging technologies, and
if so, how we  might provide  encouragement for the ir adoption as  the  origina l REST rules  did for
technologies  like  sola r and wind.

The  REST rules  and the  Net Energy Metering rules ' a re  close ly re la ted, and components  of the
Net Metering rules  were  developed to support certa in components  of the  REST rules , and thus
should logica lly be  e xa mine d in conjunction with a ny re vie w of the  REST rule s . Additiona lly, it
is  my conside red opinion tha t the  Va lue  and Cost of Dis tributed Genera tion Docke ts  will produce
meaningful re sults  within the  next few months  and will ins truct us  in how we  might review and
reconsider the  current rules .

As the  modern e lectric grid continues  to evolve  and newer technologies  including ba tte ry s torage
and smart inverters  become more  pervasive , newer models  for compensation of excess dis tributed
energy genera tion should evolve  (e .g., grid se rvices  models , loca tiona l margina l price  models)
and the  compensa tion leve l for tha t energy should be  more  in line  with the  actua l marke t price  of
e lectricity (adjusting for peak, non-peak and seasona l varia tions).
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Afte r ca re ful cons ide ra tion, I am opening a  new docke t ca lled "Review, Moderniza tion and
Expansion of the  Arizona  Renewable  Energy Standards  and Tariff Rules  and Associa ted Rules".
The  purpose  of this  docket is  to review and potentia lly revise  the  Renewable  Energy Standard and
Tariff rules  as  well as  any associa ted rules .

My office  will be  filing a  se rie s  of docume nts  to this  docke t in the  coming da ys  which will
include  a  lis t of topics  I would like  to e nsure  we  include  a s  pa rt of our re vie w. I would like  to
encourage  my fe llow Commiss ione rs , Commiss ion S ta ff, indus try and othe r s takeholde r to
provide  additional input and comments on those  topics and would a lso encourage suggestions as
to other a reas  tha t should be  examined during this  review.

In recent months the  broader na tiona l conversa tion about how we might encourage  e fficient and
more  affordable  renewable  energy genera tion has been lost in the  contentious debate  over policy
questions  specific to the  rooftop sola r industry. I be lieve  the  time  is  ripe  for a  change  in the  tone
of the  conversa tion.

It is  my s ince re  hope  tha t this  docke t will provide  a  place  where  we  might discover cons tructive
and collabora tive  solutions  providing a  framework for the  deve lopment of a ll types  of renewable
energy using concepts  and models  tha t a re  focused on finding opportunities  tor fUture  growth and
innova tion, The  philosopher Heraclitus  of Ephesus  sa id "Everything flows and nothing abides ,
eve rything gives  way and nothing s tays  fixed". I be lieve  we  have  an opportunity to do grea t work
he re , if we  s imply will.

Sincerely,

,06
Doug Little
Cha irman
Arizona  Corpora tion Commiss ion

Re fe re n ce s

'R14-2-1801 through 1816
2 In megawatt hours EIA Electric Power Monthly with Data tr May 2016, July2016, Table 1.l.A, "Net Generation
from Renewable Sources: Total (All Sectors) 2006-May 2016, Page 16
3 "Tracking the Sun IX" Galen Barbose and Nail Darghouth, Lawrence Berkeley National Laboratory, August 2016,
Pages 10-14
4 American Wind Energy Association website "Wind Energy Facts at a Glanee", August 2016
5 Solar Energy Industry Association website "Solar Market Insight 2015 Q4", August 2016
6 R14-2-2301 through 2305
7 Docket E-00000]l 14-0023
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