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Dear Commissioners, 
 
Pursuant to the Notice of Proposed Rulemaking filed on December 1, 2020 providing modifications to 
the Energy Rules (“Proposed Rules”) of the Arizona Corporation Commission (“Commission”), the U.S. 
Energy Storage Association (“ESA”) offers the following comments. 
 
ESA applauds the Commission for its significant work in developing the Proposed Rules and encourages 
the Commission to finalize the rulemaking as soon as practicable. The sole recommendation provided 
herein is intended to be technical in nature and not depart from the intent of the order. ESA supports an 
expeditious approval and finalization of the proposed rules so that the energy storage industry may 
operate and invest with certainty of Arizona’s energy storage policy.  
 
About the Energy Storage Association 
ESA is the national trade association dedicated to energy storage, working toward a more resilient, 
efficient, sustainable and affordable electricity grid – as is uniquely enabled by energy storage. With 
more than 200 members, ESA represents a diverse group of companies, including independent power 
producers, electric utilities, energy service companies, financiers, insurers, law firms, installers, 
manufacturers, component suppliers, and integrators involved in deploying energy storage systems 
around the globe. Further, our members work with all types of energy storage technologies and 
chemistries, including lithium-ion, advanced lead-acid, flow batteries, zinc-air, compressed air, liquid air, 
and pumped hydro among others. ESA member companies do business in Arizona in a number of 
capacities, including as a base of operations, ownership and or operation of existing energy storage 
projects, and developers and vendors of current or future projects. 
 
General Comments on Energy Storage 
ESA applauds the Commission for its focus on ensuring that the least-cost, best-fit portfolio of 
generation resources and grid infrastructure assets are deployed to enhance Arizona’s electric system to 
meet its goal of net zero carbon emissions in the power sector by 2050. Energy storage is 
complementary to any portfolio of resources, regardless of the grid’s carbon content, owing to its ability 
to make the grid more flexible and affordable. Energy storage enhances resilience to withstand or 
recover from extreme weather conditions, including through deployment on the distribution system and 
at customer premises. Storage can also significantly reduce the need for spare generation capacity to 
meet peak demand and thereby save ratepayers the expense of carrying the burden of underutilized 
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assets. These attributes are particularly important in the context of the extreme heat experienced by 
Arizona and other western states in the summer of 2020.  

Storage also enables the increased penetration of renewable energy resources and reduced 
dependency on emitting technologies. Storage can serve as a cost-effective and low impact solution for 
integrating growing levels of renewable energy, both by complementing or substituting for more 
expensive traditional transmission facilities and by avoiding curtailment of renewable energy and other 
clean energy resources. At the distribution level, energy storage systems can facilitate adoption of clean 
energy resources such as customer-sited photovoltaic (“PV”) systems by enhancing hosting capacity 
along the distribution grid. 
 
Integrated Resource Planning Reforms  
ESA applauds the Commission for its proposed modernization of utility integrated resource planning, 
particularly through the adoption of all-source requests for information (“ASRFIs”). Energy storage is a 
unique asset class that may be act as both a supply side and a demand-side resource. Ensuring that the 
full range of services and benefits that energy storage provide is essential, and both the technology-
neutral provisions and the stakeholder process provided by the Proposed Rules will help ensure that 
ASRFIs consider the full range of benefits of energy storage resources.  
 
Energy Storage Targets  
ESA supports the energy storage installation target in the Proposed Rules. If the Proposed Rules are 
approved, Arizona would be the eighth state to enact an energy storage target.1 An energy storage 
target is a clear signal from the state of a commitment to energy storage deployment and provides 
investment confidence to the industry. Establishing a target in the state’s legal framework is particularly 
important to ensure long-term stability of the policy for large projects that take multiple years to 
develop and advance through permitting and interconnection processes.  
 
The level of the target in the proposed rules is modest, and ESA fully expects that installed energy 
storage capacity will significantly exceed the minimum 5 percent of 2020 peak demand well in advance 
of 2035. In its most recent IRP, Arizona Public Service included reference scenarios ranging from 4 to 10 
GW of energy storage by 2035, more than ten times greater than 5 percent of its 2020 peak.2 ESA and 
Wood Mackenzie project that nationally, energy storage will grow sixfold over the next five years, with 
front-of-the-meter (“FTM”) installations making up more than two thirds of the anticipated annual 
market by 2025.3 Considering that customer-sited energy storage has not yet reached the market 
maturity or scale of deployment of FTM storage, the requirement that 40 percent of the target be 
customer-sited is a prudent inclusion in the Proposed Rules that will ensure that a diversity of energy 
storage system sizes and interconnection types reach market maturity in Arizona.  
 
Energy Storage Tariffs 
The energy storage tariffs proposed in section R14-2-2713 of the Proposed Rules are perhaps the 
Commission’s most innovative policy with respect to energy storage, and ESA strongly supports their 
inclusion in the rules. A common barrier to market maturity for distribution-connected, customer-sited 
storage is the lack of mechanisms earn compensation for the full value of the benefits that the system 

 
1 California, Massachusetts, Nevada, New Jersey, New York, Oregon, and Virginia have passed requirements or 
goals for specific amounts of energy storage deployment.  
2 Five percent of Arizona Public Service’s 2020 Peak Demand is approximately 370 MW   
3 U.S. Energy Storage Monitor Q4 2020, ESA and Wood Mackenzie, Executive summary available at 
https://www.woodmac.com/research/products/power-and-renewables/us-energy-storage-monitor/ 
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provides to the electric system. Tariffs and programs that reflect the full complement of values provided 
by customer-sited energy storage, as enumerated in section R14-2-2713.A.2., will unlock investment 
from customers and third parties that benefits the local distribution system, the bulk power grid, and all 
ratepayers. As directed by the Commission, APS is currently developing a tariff that would meet the 
requirement of this section in collaboration with stakeholders including ESA. ESA looks forward to 
continued discussions with APS and other stakeholders to develop this model policy for approval by 
April 1, 2021. Inclusion of the energy storage tariffs in the Energy Rules will ensure that tariffs are 
available to customers of other utilities covered by the Proposed Rules and provide industry confidence 
in the long-term availability of the program. 
 
Technical Recommendation for Consideration 
Respectfully, ESA suggests a technical amendment to ensure that all customer classes may participate in 
customer-sited energy storage programs. We recommend that the Proposed Rules be amended to 
include the term “contracted” along with “owned” or “leased” in the description of customer-sited 
energy storage systems for the purposes of the Energy Storage System Tariffs and the Energy Storage 
Target. Customer ownership and leases are common business models in the residential energy storage 
market, but energy storage sited at commercial and industrial (“C&I”) customer locations is most 
commonly contracted as a service.4 Therefore this update will ensure that C&I customers may 
participate in these programs through the economic arrangement that is commonly utilized in that 
market. ESA believes this recommendation to be consistent with the intent of the Proposed Rules to 
encourage customer-sited, Distributed Storage. ESA has provided a sample language in Exhibit A below. 
 
Conclusion 
ESA applauds the Commission for its leadership on Energy Storage and appreciates the opportunity to 
offer these comments. 
 
Sincerely, 
 
 
 
Julian Boggs 
State Policy Director 
Energy Storage Association 
 
 
 
 
 
 
 
 
 
 
 
 

 
4 Guidehouse Insights, “The Rising Popularity of Energy Storage as a Service,” November 19, 2019, available at 
https://guidehouseinsights.com/news-and-views/the-rising-popularity-of-energy-storage-as-a-service 
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EXHIBIT A. 
 
 
R14-2-2713. Energy Storage System Tariffs 

A. Withing 120 days after the effective date of this Article, an Electric Utility shall file with the 
Commission, for Approval, one or more Tariffs and one or more programs that: 
1. Establish an incentive program, such as a one-time, upfront incentive, that encourages 

Customers, including Limited-Income Customers, to purchase, contract, or lease, Distributed 
Storage in exchange for the Customer’s participation in a Demand Response or other 
program offered by the Electric Utility; and 

2. Establish one or more values for providing compensation to or crediting Customers, Limited-
Income Customers, and Aggregators for operational attributes such as, but not limited to, 
Capacity, Demand Response, demand reduction, load shifting, locational value, voltage 
support, other ancillary and grid services, Electric Utility control, and any additional 
operating attributes the Commission may recognize, in order to encourage Customers, 
Limited-Income Customers, and Aggregators to purchase, contract, or lease, or engage in 
Aggregation of Distributed Storage.  

 
R14-2-2704. Clean Energy Implementation Plan 
 
A.3. By December 31, 2035, the installation of Energy Storage Systems with an aggregate Capacity equal 
to at least 5 percent of the Electric Utility’s 2020 peak demand, of which at least 40% shall be derived 
from Customer-owned, Customer-contracted, or Customer-leased Distributed Storage; and 


