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Direct Testimony of Lon Huber
Arizona Public Service Company
Docket No. E-01345A-10-0394 et al.

INTRODUCTION

Q. Please state your name, position, employer and address.

A. Lon Huber. | am a consultant for Arizona’s Residential Utility Consumer
Office ("RUCO"), 1110 W. Washington, Ste 220, Phoenix, AZ 85007.

Q. Please state your educational background and work experience.

| started working in the renewable energy field in 2007 at the Arizona
Research Institute for Solar Energy (AzRISE) at The University of Arizona.
| became a solar energy policy fellow in Washington DC for a
congressional office in 2009. In 2010, | became the Governmental Affairs
staffer for TFS Solar, an integrator based in Tucson. | was hired by
Suntech America in 2011 as a Manager of Regional Policy where | was
the point person for the company in every key solar market except
California and Hawaii. During that time | was elected Arizona State Lead
by member companies in the Solar Energy Industry Association (SEIA). In

2013, | moved to my own consulting firm .

| obtained a Bachelor of Science in Public Administration degree,
specializing in Public Policy and Management, from the University of
Arizona in 2009. | also received a Masters of Business Administration from

the Eller College of Management at the same university.
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Arizona Public Service Company
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Q.

A.

Please state the purpose of your testimony.
The purpose of my testimony is to present RUCO’s recommendations
regarding renewable energy credit (REC) transfer and compliance

accounting mechanisms for Arizona’s renewable energy standard.

By way of background, please explain REC transfers and the issue
that is before the Commission.

In the present system, utilities offer incentives to prospective distributed
generation (DG) renewable energy system owners. This incentive is
designed to facilitate the installation of the system and the transfer of
renewable energy credits to the utility over a particular timeframe. The
utility then uses those acquired RECs to show compliance as specified in

AA.C. R14-2-1805.

At the moment, it appears that the residential solar market and perhaps a
limited number of commercial sectors are on the verge of no longer
needing an incentive to facilitate installations. If no incentive is taken, the
utility will not be able to acquire RECs in the traditional manner. If this
occurs, and continues to occur for a sustained period of time, then utilities
will have to establish a new mechanism to induce REC transfer to meet
compliance with the distributed generation portion of the renewable

energy standard. The alternative to the formation of a new inducement for
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Arizona Public Service Company
Docket No. E-01345A-10-0394 et al.

RECs would be to change the rules of the renewable energy standard in

such a way that makes the issue of REC attainment irrelevant.

Q. Is RUCO holding its own workshop on this issue? If so, when and
why?

A. Yes. May 3, 2013. RUCO believes that the current system of REC
transfer and the viability of alternative mechanisms could be greatly
impacted by the outcome of the net metering technical conference and
subsequent Commission decision. Since this issue is complex with diverse
interests and is likely to significantly impact the future of solar in Arizona,
the aim is to gather as much information as possible. To that end, RUCO
is holding a workshop with the purpose of gathering insight and data from
various stakeholders across the state and nation. This will aid us in

forming a policy that best fits the interests of ratepayers in Arizona.

Since key data from various stakeholders will be forthcoming along with
discussions on future business models for distributed generation in
Arizona, RUCO is still finalizing its position. Consequently, RUCO
reserves the right to, and intends to supplement its position in forthcoming

testimony.
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Direct Testimony of Lon Huber
Arizona Public Service Company
Docket No. E-01345A-10-0394 et al.

Q.

Does RUCO have a set of guiding principles for policy formulation in
this matter?

RUCO believes that the following guidelines should be used when forming
a solution to the REC transfer dilemma:

e Presents little to no additional cost to ratepayers

e Statewide applicability with ease

e Solves utility compliance concerns within a reasonable timeframe
e Maintains property rights of solar investors (REC integrity)

e Aligns with forthcoming net metering decision

While a perfect solution would encompass all of these principles, RUCO
recognizes that the complexity and fluidity of this subject matter might
hamper the formation of such an aspirational policy. In which case, RUCO
will aim to put forward a policy solution that satisfies as many of the above

guidelines as possible.

Does RUCO believe there is need to update the Commission’s
policy?

RUCO believes that solar energy, the main component of Arizona's
renewable energy sector, presents a much different value proposition to
both participating and non-participating rate payers then in years past.
Dramatic cost declines and other influencers have propelled residential
distributed generation (DG) to a point where rate design, not incentives, is
currently the main market driver. This change in circumstances, to have
happened so far in advance of the state’s renewable energy standard

target date of 2025, creates a policy issue.
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The question now is whether this is a short term issue that will get
resolved in due course. For example, through rate design changes,
federal policy, new utility/industry business models, etc. Or if it represents

a long-term policy issue?

At this juncture, RUCO is unsure. Thus, the need to update the policy, and
more importantly, the degree and substance of the update, is ambiguous

at this point in time.

Q. What is RUCO’s initial policy position?
RUCO, as previously mentioned, is still in the process of finalizing a policy
position. One possible policy solution would be a Rule change — which
would change the definition of compliance for the distributed generation
portion of the renewable energy standard. The definition change would
move DG compliance from a system based on retired RECs to a system

based on null electricity (kWhs stripped of their environmental attributes)

from customer cited renewable systems hosted on a utility’'s grid
(distribution system). Under this system, the utilities could not claim any
renewable energy attributes from those systems. However, the utility
would still be required to ensure a certain amount of DG system “hosting”
or customer cited “fixed rate/non-fuel based electricity” (or whichever

definition best ensures the integrity of the RECs) on their grid.
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The difference between the current DG carve out and this system would
be that under the definition change Arizona may not have the ability to
claim the renewable energy attributes of some customer cited systems
especially if solar investors sell their RECs out of state. Additionally, the
utilities could not claim they are receiving 15% of retail sales from
renewable energy by 2025 unless they acquired additional DG RECs or
installed more utility scale systems. It is important to note that these

situations could also occur under a framework with no DG carve out.

If written carefully and made clear to the public, the above definition
change may retain REC integrity for solar investors as well as meet all the
guidelines mentioned previously. RUCO intends to ascertain the feasibly

of such a policy in the coming weeks.

Q. Does this include your direct testimony?

Yes




