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1 4 BY THE COMMIS S ION:

15

16

FINDINGS OF FACT

Introduction

17 1. Commission Decision No. 67744 directed Staff to schedule workshops to consider

18 outstanding issues concerning distributed generation ("DG"). The second issue to be addressed by

19 the workshops, after DG interconnection, was net metering. A workshop on net metering was held

20 on September 7, 2006. Participants in the workshop included representatives from utilities,

21 government agencies, environmental advocacy groups, consumers, advocates for renewable

22 resources, advocates for distributed generation, renewable resource providers, and others.

23 2. Staff requested written comments from interested parties on issues related to net

Comments were received from a.k.a. Green, American Solar Electric, Arizona2 4 m e te ring.
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Coope ra tive s ,1 Arizona  P ublic S e rvice  Compa ny ("AP S "), Arizona  S ola r Ene rgy As s ocia tion,

S a lly R. Da y, Dis tribute d Ene rgy As s ocia tion of Arizona , S ola r Advoca te s ,2  J im S ta ck, a nd

UniSource  Energy.3

In a ddition, the  Ene rgy P olicy Act of 2005 re quire s  e a ch s ta te  re gula tory a uthority

to cons ide r ce rta in P URP A4 s ta nda rds , including one  on ne t me te ring. The  Commis s ion ma y

decline  to implement the  s tanda rd or adopt a  modified s tanda rd. The  Commiss ion was  required to

begin its  cons ide ra tion by August 8, 2007, and must comple te  its  cons ide ra tion by August 8, 2008.

On January 23, 2006, S ta ff filed a  memo in Docke t Control tha t Ne t Mete ring was  be ing addressed

in Docket No. E-00000AQ99_043 l .9

1 0 Cons ide ra tion  o f the  PURPA S ta nda rd  on  Ne t Me te ring .

11

1 2

1 3

The  Ene rgy Policy Act of 2005 require s  each s ta te  regula tory authority to cons ide r

a  P URP A s ta nda rd on ne t me te ring. The  s ta nda rd would a pply to utilitie s  with gre a te r tha n

500,000 MWh in annua l re ta il sa le s . The  Commiss ion may. decline  to implement the  s tanda rd or

14 adopt a  modified s tandard. The  s tandard is  a s  follows:

1 5

1 6

1 7

1 8

Each electric utility shall make available upon request net metering service to any
electric consumer that the electric utility serves. For purposes of this paragraph,
the term 'net metering service' means service to an electric consumer under which
electric energy generated by that electric consumer from an eligible on-site
generating facility and delivered to the local distribution facilities may be used to
offset electric energy provided by the electric utility to the electric consumer during
the applicable billing period.

1 9

20

2 1

The  Commis s ion is  re quire d  to  cons ide r the  thre e  purpos e s  of P URP A in  its

de te rmina tion of whether to adopt the  ne t metering s tandard. The  three  purposes  of PURPA are  as

22 follows  :

23

24

25 1

26

27
2

28
3

4

The Gra nd Ca nyon S ta te  Electric Coopera tive  As s ocia tion filed comments  on beha lf of its  Arizona  coopera tive
members  ("Arizona  Coopera tives ") which a re: Dunca n Va lley Elechic Coopera tive, Inc., Gra ha m County Electric
Coopera tive, Inc., Mohave Electn'c Coopera tive, Inc., Navopache Electric Coopera tive, Inc., Sulphur Springs  Valley
Electric Coopera tive, Inc., and Trico Electric Coopera tive, Inc.
Sola r Advoca tes  include America n Sola r Electric Inc., the  Grea ter Tucs on Coa lition for Sola r Energy, the  Anna l
Group, Code Electric, SunEdison, and the Vote Sola r Initia tive.
UniSource Energy includes  Tucson Electric Power Company and UNS Electric, Inc.
Public Utility Regula tory Policies  Act of 1978.

3.

4.

5.
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1

2

conse rva tion of ene rgy supplied by e lectric utilitie s ,
optima l e fficie ncy of e le ctric utility fa cilitie s  a nd re source s , a nd
equitable  ra tes  for e lectric consumers .

3

4 Ha ving ne t me te ring ma y fa cilita te  the  ins ta lla tion of DG a nd thus  re duce  the

5 a mount of e ne rgy to be  s upplie d by e le ctric utilitie s . The  pre s e nce  of DG ma y improve  the

6 e fficiency of e lectric utility facilitie s  and thus  reduce  cos ts  for e lectric consumers .

7 Benefits and Costs of Net Metering

8 The  U. S . De pa rtme nt of Ene rgy ("DOE")5 ha s  ide ntifie d the  following pote ntia l

9 be ne fits  of DG:

1 0

1 1

1 2

reduced peak loads,
provis ion of ancilla ry se rvices  such as  reactive  power and voltage  support,
improve d powe r qua lity,
decreased vulnerability of the  e lectrica l sys tem,
increased res iliency of othe r critica l infras tructure  sectors , and
reduced land use  effects .

1 3

1 4

1 5

16

DG might a ls o provide  re duce d tra ns mis s ion a nd dis tribution los s e s , a voide d

gene ra tion fue l cos t, fue l dive rs ifica tion, avoided wa te r use , reduced environmenta l impacts , and

potentia l de fe rra l or reduction in dis tribution inves tment.

1 7 Ne t me te ring provide s  a  fina ncia l ince ntive  to e ncoura ge  the  ins ta lla tion of DG,

1 8

19

20

especia lly renewable  resources . DOE describes  ne t me te ring as  a  policy option ava ilable  to s ta tes

to promote  environmenta lly pre fe rred cus tomer-loca ted DG, and its  absence  can be  viewed a s  a

bonie r to de ployme nt. The Regula tor's  Handbook on Renewable  Energy Programs & Ta rs 6  lis ts

2 1 the  following purposes  of ne t me te ring:

22

23

24

25

promoting small-sca le  renewables ,
enhancing the  market for renewables,
facilita ting ins ta lla tion and inte rconnection of on-s ite  gene ra tion,
re ducing cus tome rs ' e le ctricity bills ,
empowering customers  to manage  the ir e lectricity usage , e ssentia lly s toring excess
power on the  grid for use  a t a  la te r time , and
lowe ring the  utility sys te m pe a  de ma nd.

26

27
5

6
28

U.S. Department of Energy, The Potential Benefits of Distributed Generation and Rate-Related Issues That May
Impede Their Expansion: A Study Pursuant to Section I817 of the Energy Policy Act of2005, February 2007.
Jan Hamlin, Ph.D, Dan Lieberman, and Meredith Wingate, RegulatorS Handbook on Renewable Energy Programs
& Tarzffs,March 2006,

6.

7.

9.

8.
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1 10.

2

3

4

5

6

7

8 11.

9

10

11

1 2

1 3

14

1 5

16

1 7

According to Ame rica n S ola r Ele ctric, photovolta ic s ys te ms  a re  ofte n la rge r in

s e rvice  te nitorie s  tha t offe r ne t me te ring be ca us e  it re duce s  the  s ys te ms ' pa yba ck time s . Ne t

me te ring a lso makes  savings  predictable . In the ir written comments , the  Sola r Advoca tes  point out

tha t ne t mete ring makes  sola r systems e ffective ly cheaper for system owners , and it he lps  increase

s ola r's  pe a k s ha ving impa ct a nd tra ns mis s ion a nd dis tribution e ffe cts  to be ne fit a ll ra te pa ye rs .

The y s ta te  tha t ne t me te ring  is  a  critica l e na bling  policy for re ne wa ble  re s ource s  tha t a re

inte rmittent and non-dispa tchable .

APS and the  Arizona  Coopera tives , in the ir written comments , s ta te  tha t cus tomers

taking se rvice  under ne t me te ring ra te s  do not pay the  full cos t of the  transmiss ion and dis tribution

s ys te m. Ne t me te ring ra te s  do not yie ld s ufficie nt re ve nue  to cove r cos t. The re fore , thos e  ne t

me te ring cus tome rs  a re  subs idize d by othe r cus tome rs . The  S ola r Advoca te s  re spond tha t the

impa ct of ne t me te ring is  e quiva le nt to  the  impa ct of a  cus tome r who re duce s  loa d through

conse rva tion. UniS ource  Ene rgy s ta te s  tha t the  utility's  cos t of imple me nting ne t me te ring is  a ll

fixed inves tment and ope ra ting expenses  incurred above  the  incrementa l cos t of avoided ene rgy

purcha se d or ge ne ra te d. In the  vie w of UniS ource  Ene rgy, ne t me te ring is  a  supe r-subs idy for a

cla s s  of ge ne ra tion tha t ne e ds a n e xtra ince ntive  to move  re ne wa ble  te chnologie s  to ma rke t

tra ns forma tion. A diffe re nt vie w is  tha t the  s ubs idy, if the re  is  one  a t a ll, is  e xce e de d by the

1 8 overa ll benefits  provided to the  system by the  on-s ite  genera tion.

1 9 Sta ff Ana lys is

20 12.

2 1

22

23

Sta ff be lieves  tha t ne t me te ring should be  ava ilable  in a ll utility a rea s  because  DG

ca n provide  be ne fits , a nd ne t me te ring ma y fa cilita te  the  ins ta lla tion of DG. Se ve ra l othe r s ta te s

have  cons ide red and re jected the  PURPA s tanda rd on ne t me te ring, not because  of the  merits  of

the  s tandard, but because  they a lready have  ne t mete ring rules  in place . S ta tes  tha t have  re jected

24 the  s ta nda rd  a nd  a lre a dy ha ve  ne t me te ring  ru le s  in  p la ce  inc lude  Ca lifo rn ia , Co lo ra do ,

Conne cticut, Ida ho, India na , Iowa , Louis ia na , Minne s ota , Ne va da , Uta h, Ve rmont, Virginia ,25

26

27

28
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Arizona  P ublic  S e rvice  Com pa ny
Moha ve  Ele ctric Coope ra tive
More na  Wa te r a nd Ele ctric Compa ny

S ulphur S prings  Va lle y Ele ctric  Coope ra tive
Trico Ele ctric  Coope ra tive
Tucs on Ele ctric  P owe r Com pa ny
UNS  Ele c tric
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Ajo Improve me nt Compa ny
Columbus Electric Cooperative

Dixie -Es ca la nte  Rura l Ele ctric  Coope ra tive
Dunca n Va lle y Ele c tric  Coope ra tive
Garkane Energy Cooperative
Graham County Electric Cooperative
Na vopa che  Ele ctric  Coope ra tive

P a ge  5 Docke t No.  E-00000A-99-0431
J

Wis cons in, a nd Wyoming. Ohio a dopte d the  s ta nda rd a nd ha s  mie s  in pla ce . According to the

2 Database  of Sta te  Incentives for Renewable  Energy ("DS]RE"), 36 sta tes have net metering ru1es.7

1

3 13. S om e  conce rns  ha ve  be e n ra is e d tha t ne t m e te ring would re s ult in  re ve nue  los s e s

4

5

6

7

8

9

11

for utilitie s , a lthough the re  is  s om e  dis a gre e m e nt on the  is s ue . The  Arizona  Coope ra tive s , in the ir

writte n  com m e nts ,  re com m e nd tha t on ly u tilitie s  with  gre a te r tha n  500 ,000  MWh in  re ta il s a le s

s h o u ld  b e  s u b je c t  to  th e  n e t  m e te rin g  s ta n d a rd  a d o p te d  b y th e  C o m m is s io n  b e c a u s e  s m a ll

coope ra tive s  will be  impa cte d to the  gre a te s t de gre e  by the  los s  of re ve nue  a nd ma rgins  a s socia te d

with ne t m e te ring.

14. S ta ff be lie ve s  tha t,  if re ve nue  los s e s  occur a s  a  re s ult of ne t m e te ring, the  los s e s

10 would  im pa c t u tilitie s  of a ll s ize s .  The  im pa c t of re ve nue  los s  on  a ll u tilitie s  could  be  contro lle d

through provis ions  in rule s , s uch a s  by a  limit on tota l pa rticipa tion.

15. The  e le ctric  dis tribution compa nie s  tha t a re  re gula te d by the  Commis s ion a re  lis te d12

13 in the  following ta ble .

14 Electric Distribution Companies in Arizona
(Under Commission Jurisdiction)

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28
7 .

www.dsLreusa.org
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1 Staff Recommendations

2 16.

3 17.

Staff recommends tha t the  Commission adopt the  PURPA standard on ne t metering.

S ta ff a ls o re comme nds  tha t the  s ta nda rd be  a pplie d to  a ll e le ctric dis tribution

4 companies  in Arizona  tha t a re  regula ted by the  Commiss ion.

5 18. S ta ff furthe r re comme nds  tha t the  Commiss ion dire ct S ta ff to be gin a  rule ma ldng

6 process  to dra ft rule s  on ne t me te ring. The  dra ft rule s  should address , a t a  minimum, the  following

issues:7

8

9

10

11

cus tomer sector pa rticipa tion,
types of genera tion resources,
project s ize ,
tota l pa rticipa tion,
me te ring,
treatment of net excess generation, and
re spons ibility for cos ts .

12

13 CONCLUS IONS  OF LAW

14

15

16

The  Commission has  jurisdiction the  subj act matte r of the  applica tion.

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

Augus t 7, 2007, conclude s  tha t it is  in the  public inte re s t to dire ct S ta ff to be gin a  Rule ma king

17 process  on ne t metering.

18 OR DE R

19

20

21

IT IS  THEREFORE ORDERED tha t the  P URP A s ta nda rd on ne t me te ring, a s  inc lude d in

Finding of Fa c t No. 4 , tha t would  a pply to  a ll e le c tric  d is tribution compa nie s  in  Arizona  tha t a re

re gula te d by the  Commis s ion is  a dopte d.

22

23

24

25

26

27

28

2.

1 .
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1 IT IS  FURTHER ORDERED tha t S ta ff is  to be gin a  Rule ma king proce s s  to dra ft rule s  on

2 ne t me te ring. The  dra ft rule s  should a ddre s s , a t a  minimum, the  is sue s  lis te d in Finding of Fa ct

3 No. 18.

4 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

5

6

7

8

9

BY THE ORDER OF THE ARIZONA CORPOR.ATION COMMISSION

1

ss1c'>nER

12
co1v1m1ssIonER' c04v1m4ssIonER

this  Commis s ion to be  a ffixe d
P hoe n ix, th is  3%

IN WITNES S  WHEREOF, I DEAN s . MILLER, Inte rim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of

at the Capitol,
day of A05 U51*

in  the  City o f
, 2007.

J

DEAN s.
Interim Executive Director

DIS S ENT:

13

14

15

16

17

18

19

20

21 DISSENT:

22

23

24

25

26

27

28
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1 SERVICE LIST FOR: GENERIC INVESTIGATION OF DISTRIBUTED GENERATION
DOCKET no. E-00000A-99-0431

2

3

4

5

Mr. Je ff S chle ge l
SWEEP
1167 West Samalayuca  Drive
Tucson, Arizona  84704

6 Mr. Robert Amman
Amman Group
6605 East Evening Glow
Scottsda le , Arizona  85262

7

8

9

10

11

Ms. Deborah R. Scott
Ms . Kimbe rly A. Grous e
S ne ll & Wilme r
One  Arizona  Center
400 East Van Buren
Phoenix, Arizona  8500412

13

14

Mr. Da vid Be rry
Western Resource Advocates
Pos t Office  Box 1064
Scottsda le , Arizona  8525215

16

17

18

Mr. Eric C. Gundry
Western Resource Advocates
2260 Baseline , Suite  200
Boulde r, Colorado 80302

19

20

21

Mr. C. We bb Crocke tt
Mr. P a trick I. Bla ck
Femiemore  Cra ig
3003 North Centra l Avenue , Suite  2600
Phoenix, Arizona  85012

22

23

24

Mr. Andre w Be ttwy
Southwest Gas Corpora tion
5421 Spring Mounta in Road
Las Vegas, Nevada 89102

25

26

27

28

Mr. Micha e l P a tte n
Ms . La ura  S ixkille r
Roshka  De wulf & Pa tte n
One  Arizona  Center
400 East Van Buren Street, Ste . 800
Phoenix, Arizona  85004
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1

2

Mr. Da ve  Couture
Tucson Electric Power Company
Pos t Office  Box 711
Tucson, Arizona  85702

3

4

5

Mr. Je na  Pa yne
Coopera tive  Inte rna tiona l Fores try
333 Broadway S .E.
Albuque rque , New Mexico 87102

6

7

8

9

Mr. Bria n Ha ge ma n
Ms. Caren Peckerman
Mr. Richa rd Briul
De luge , Inc.
4116 East Superior Avenue, Suite  DO
Phoenix, Arizona  85040

10

11

12

13

Mr. S cott S . Wa ke fie ld
Mr. S te phe n Ahe a d
RUCO
1110 West Washington Street, Suite  220
Phoenix, Arizona  85007

14

15

Mr. John Wallace
Grand Canyon S ta te  Electric Coopera tive  Associa tion, Inc.
120 North 44th Stree t, Suite  100
Phoenix, Arizona  8503416

17

18

19

Ms. Jana  Brandt
Ms . Ke lly Ba rr
Sa lt Rive r Project

Phoenix, Arizona  85072
20

21

22

Mr. Ga ry Mirich
Energy Stra tegies
One  North Centra l Avenue , Suite  1120
Phoenix, Arizona  85004

23

24
Ms . Amy Le Ge rs
4850 Reeta Road
Flags ta ff, Arizona  86004

25

26

27

28

Mr. Cohn Murchie
Sola r Energy Industries
AS S OCIATION
805 15th N.W., #510
Washington, DC 20005

De cis ion No. 69877
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1

2

Mr. Ada m Browning
The  Vote  S ola r Initia tive
182-2 Stree t, Suite  400
San Francisco, Ca lifornia  94105

3

4

5

Mr. Aa ron S ta llings
Moha ve  Ele ctric Coope ra tive
Pos t Office  Box 1045
Bullhe a d City, Arizona  86430

6

7

8

Ms . Va le rie  Ra uluk
Grea te r Tucson Coa lition For Sola r Ene rgy
Pos t Office  Box 42708
Tucs on, Arizona  85733 .

9

10

11

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  8500712

13

14

15

Mr. Chris tophe r C. Ke e le y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

16

17

18

19

20

21

22

23

24

25

26

27

28
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