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IN THE MATTER OF THE APPLICATION OF | DOCKET NO. E-01345A-13-0248
ARIZONA PUBLIC SERVICE COMPANY
FOR APPROVAL OF NET METERING COST | STAFF’S NOTICE OF FILING DATA
SHIFT SOLUTION. RESPONSES

On August 21, 2013 Commissioner Susan Bitter-Smith requested that the parties file all data
requests and responses in this docket. Arizona Corporation Commission Staff (“Staff”) hereby files
the data responses it has received to date.

RESPECTFULLY SUBMITTED this 26" day of August 2013.

Maureen A. Scétt, Senior Staff
Charles H. Hains, Attorney
Matthew Laudone, Attorney
Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402

Original and thirteen (13) copies Aizona Corporaton Comission
of the foregoing filed this 0O .
26™ day of August 2013 with: D

3 2013
Docket Control AUG 26

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Cotgy of the foregoing mailed this
26" day of August 2013 to:

Thomas A. Loquvam

Deborah R. Scott

Pinnacle West Capital Corporation
400 North 5" Street, MS 8695
Phoenix, Arizona 85004

Attorney for Arizona Public Service Company

thomas.loquvam@pinnaclewest.com;
deb.scott@pinnaclewest.com

Lewis M. Levenson

1308 East Cedar Lane
Payson, Arizona 85541
equality@centurylink.net

Anne Smart, Executive Director
Alliance for Solar Choice

45 Fremont Street, 32™ Floor
San Francisco, California 94105

anne@allianceforsolarchoice.com

Garry D. Hays

Law Offices of Garry D. Hays, P.C.
1702 East Highland Avenue, Suite 204
Phoenix, Arizona 85016

Attorney for Arizona Solar Deployment
Alliance

ghays@lawgdh.com

Greg Patterson

916 West Adams, Suite 3

Phoenix, Arizona 85007

Attorney for Arizona Competitive Power
Alliance

greg(@azcepa.org

Patty Ihle

304 East Cedar Mill Road
Star Valley, Arizona 85541
apattywack@yahoo.com

Michael W. Patten

Jason Gellman

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren, Suite 800

Phoenix, Arizona 85004

Attorneys for Tucson Electric Power
Company and UNS Electric, Inc.

mpatten@rdp-law.com

jgellman@rdp-law.com

Bradley S. Carroll

Kimberly A. Ruht

Tucson Electric Power Company

88 East Broadway Boulevard, MS HQE910
Post Office Box 711

Tucson, Arizona 85702

bearroll@tep.com

kruht@tep.com

Daniel W. Pozefsky, Chief Counsel
Residential Utility Consumer Office
1110 West Washington, Suite 220
Phoenix, Arizona 85007
dpozefsky@azruco.gov

John Wallace

Grand Canyon State Electric Cooperative
Association, Inc.

2210 South Priest Drive

Tempe, Arizona 85282

jwallace@gcseca.coop

Court S. Rich

Rose Law Group PC

6613 North Scottsdale Road, Suite 200
Scottsdale, Arizona 85250
jwallace@gcseca.coop

Todd G. Glass

Keene M. O’Connor

Wilson Sonsini Goodrich & Rosati, PC
701 Fifth Avenue, Suite 500

Seattle, Washington 98104
tglass@wsgr.com

Hugh L. Hallman

Hallman & Affiliates, PC

2011 North Campo Alegre Road

Suite 100

Tempe, Arizona 85281

Attorney for The Alliance for Solar Choice
hallmanlaw@pobox.com
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JEFFREY W. JOHNSON
Regulatory Affairs Manager
State Regulation

Mail Station 9708

PO-Box 53999

Phoenix, Arlzona 85072-3999
Tel 602-250-2661
Jeffrey.Johnson@aps.com

August 20, 2013

Constance Fitzsimmons

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

RE:  Arizona Public Service Company's Application for
Approval of Net Metering Cost Shift Solution
Docket No. E-01345A-13-0248

Attached please find Arizona Public Service Company’s Response to Staff's First Set of
Data Requests Questions 1.7, 1.10, 1.14, 1,17, 1.20, 1.23, 1.48, and 1.49 in the
_ above-referenced matter. Remaining responses will be provided at a later date.

If you have any questions regarding this information, please contact me at (602)250-
2661,

Sincerely,

4

effrey w¢ Johron

13/cd
Attachment

cc: Richard Lloyd
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ARIZONA CORPORATION COMMISSION
STAFF’'S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.7:

Response:

DOCKET.NQ. E-01345A-13-0248
AUGUST 1, 2013

Since APS has limited its proposed net metering solution to
residential DG, should we compare the 21.5 to 24.7 cents of
benefits to the blended DG cost rate of 13.7 cents per kWh, or to
the 19.9 to 20.5 cent cost estimate for residential solar DG?

APS does not agree with the results of the Crossborder study,
including the assertion that residential DG provides value that can
be quantified at 21.5 to 24.7 cents per kWh. Nonetheless,
Crossborder’s results should be considered separately for residential
and commercial (business) customers. In fact, APS is only
proposing changes to the residential net metering program, so it
would be misleading to consider data and results that are blended
with other customer classes. Please note that the costs referenced
by Crossborder are the cost shift; by using these costs, Crossborder
is identifying the cost shift described by APS.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF’'S FIRST SET OF DATA REQUESTS

' REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.10:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

"How does incremental DG affect the capacity needed for APS to

satisfy its planning reserve margin requirement?

Incremental DG does not affect APS’'s planning reserve margin
requirement. APS’ planning reserve margin requirements are
calculated as 15% of system load net of firm purchases. In the APS
Load and Resource Forecast, DG is modeled as a supply-side
resource within the overall resource portfolio, designed to meet
projected system loads and associated reserve requirements. It
should be noted that as a supply-side resource, the dependable
capacity of DG is equal to the product of its nameplate capacity (in
MW) and its capacity value (in %), which is approximately 50%
today and declines over time.

Based on APS’ planning reserve margin percentage, Crossborder
states that “each kW reduction in APS peak demand from DG will
reduce the utility’s capacity requirements by 1.15 kW” (page 10).
This statement is incorrect since DG does not result in firm peak
load reduction due to its variability and intermittency.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF'S FIRST SET OF DATA REQUESTS
REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013 :

Staff 1.14: What is the confidence interval associated with APS’s prediction of
future load forecasts?

Response: From APS's 2012 Integrated Resource Plan, APS's weather-
normalized load is expected to be with 80% confidence within +/~7%
of the forecast produced five years prior and +/-9% of the forecast
produced fifteen years prior.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF’S FIRST SET OF DATA REQUESTS
REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

Staff 1.17: How will assumptions about APS' planned resource mix affect the
marginal cost of power?

Response: APS employs PROMOD, a production cost model widely recognized
and used in the electric utility industry, to estimate the marginal or
avoided cost of power. The planned resource mix is only a
component of the marginal cost estimation process. The nature .
(size and shape) of the load to be displaced, e.g., DG and EE, and
the marginal costs of existing generation technologies, such as coal
and combined cycle generation, will ultimately determine the mix of
displaced energy, and consequently the marginal cost of power.

Page 1 of 1




ARIZONA CORPORATION COMMISSION
STAFF’'S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.20:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

Please provide a response to the Crossborder Energy’s criticism of
SAIC using "blocks" of solar resources to determine capacity value

Crossborder Energy's criticism of SAIC using “blocks” of solar
resources to determine capacity value is unjustified and biased in
favor of its own methodology. Crassborder Energy assessed the 20-
year benefits of DG as a single, one-time installation in 2014 (Table
1, page 2) and assumed that (1) there is a capacity deferral in 2014
regardless of APS’s existing resource adequacy, and (2) the
capacity value of DG does not change with DG penetration.

APS estimated the capacity value of DG as a separate resource,
apart from EE and DR, because these 3 resources are. quite different
by their nature and thus have their own values. Combining them
together in assessing their combined capacity value and early
capacity deferral opportunity is misleading in the search for the true

‘value of DG in the APS system.

SAIC's “blocks” approach to estimate DG capacity value is
technically sound and superior because it takes into account (1) the
long-term planned DG deployment schedule over APS’s 20-year
planning horizon (the amount of installed DG is projected to
increase annually), and (2) annual DG penetration (DG capacity vs.
APS system peak demand), which affects its annual capacity value
because higher DG penetration results in lower capacity value.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF'S FIRST SET OF DATA REQUESTS
REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013 .

Staff 1.23: Please provide a rationale for how the capacity losses value of
11.7% (SAIC presentation April, 2013, Slide 59) was determined?

Response: The capacity/peak demand loss value of 11.7% is based on the
demand loss used in APS’s 2010 Cost of Service Study. The
attached document APS15247 provides the breakdown of losses
from the generation source all the way to the customer meter.

Page 1 of 1




Demand Line Losses

Customer
Meter 1.05002
120/240
Losses thru
Service Drop
& Service
Entrance

Secondary
Side of
Distribution
Trangformer
12KV

1.00373

Distribution
Transformer
Losses

Primary Side

of Digtribution

Transformer
12KV

1.02013

ARIZONA PUBLIC SERVICE COMPANY
Line Loss Values Used in Allocation Factors
Cost of Service Study - Test Year Ending 12/31/2010

Secondary
Side of
Substation
Transformer

Distribution
Feeder Line
Losses

Primary Side-of Primary Side
1.00945 Substation: of 230/69 KV
Transformer Transformer '}
Distribution Step-up TXF'Loss @
Substation Transformer Plant; 500 KV
Transformer Losses and Transmission Loss,
Losses 69 KV 500/230 KV Step-
Transmission down TXF Losses,
Line Loss and 230 KV

Transmigsion Logs

Generating
Station

11.78%

Total Demand
Line Loss
{Multiplicative)

APS15247
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ARIZONA CORPORATION COMMISSION
STAFF'S FIRST SET OF DATA REQUESTS
REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

Staff 1.48: Please provide copy of all DRs from other parties and responses to
those DRs.
Response: APS will provide all data requests and data request responses in this

docket as they become available.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF'S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.49:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

APS asserts that the reason for proposing the Net Metering Cost
Shift Solution under docket No. E-01345A-13-0248 is not related to
lost revenues, but rather is a matter of customer fairness. Based on
this assertion, if the Commission were to take no action on APS’s
proposed net metering solution, would APS be satisfied with
allowing the financial implications of the proposal to be determined
during the next general rate case, assuming that APS’s financial
requirements are satisfied in that rate case, exclusive of APS’s
fairness concerns?

APS’s principal concern in this matter is the cost shifting caused by
net metered rooftop solar installations, which will result in adverse
rate impacts to non-solar customers, rather than current financial
implications to APS. Therefore, APS would not recommend a delay
in this matter to the next rate case. Such a delay would only
increase the magnitude of the cost shift and adverse rate impacts,
and thus make it harder and more costly to solve this issue.

Page 1 of 1




) . JEFFREY W. JOHNSON
Regulatory Affairs Manager

State Regulation

Mail Station 9708

PO Box 53999

Phoenix, Arizona 85072-3999
Tel 602-250-2661
Jeffrey.Johnson@aps.com

August 23, 2013

Constance Fitzsimmons

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

RE:  Arizona Public Service Company's Application for

Approval of Net Metering Cost Shift Solution

Docket No. E-01345A-13-0248
Attached please find Arizona Public Service Company’s Response to Staff’s First Set of
Data Requests Questions 1.22, 1.36, 1.39, and 1.43 in the above-referenced matter.
Remaining responses will be provided at a later date.

If you have any questions regarding this information, please contact me at (602)250-
2661.

Sincerely,

' ® C/M w
Jeffrey W.%lohn<on

13/cd
Attachment

cc: Richard Lloyd



ARIZONA CORPORATION COMMISSION
STAFF’S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.22:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

What dollar value do you ascribe to the environmental benefits (i.e.
reduced CO,, SO,, NOx, and PM;;, emissions, and less water
consumption) of solar DG? ‘

To the extent that environmental benefits provided by solar DG can
be quantified, they are already included in APS’s avoided cost
calculations.

Specifically, environmental benefits used in the SAIC study are
those utilized in the 2012 APS IRP filing and are listed below:

€02 so2
2015 0.00 2.05
2020 15.72 2.43
2025 22.56 2.94

These CO, values assume that federal carbon tax legislation
becomes effective beginning in 2019. This assumption and the
stated values are based on an analysis of legislative attempts to
enact carbon tax legislation that Charles River Associates conducted
for APS in connection with APS’ 2012 Integrated Resource Plan. If a
federal carbon tax does not materialize, the value for CO, would be
zero.

S0, values are estimates based on market trading activity' and are
included in avoided energy costs.

Benefits for avoiding NOx control costs are included in avoided
capacity costs.

Benefits associated with water reduction are included in avoided
energy costs.

APS does not explicitly add costs for externality values such as PMy,

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF’'S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.36:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

The Net Metering Rules require the installation of bidirectional
meters at all net metered facilities. Do these bidirectional meters
measure customer demand? If not, what additional metering
equipment would be necessary for utilization of rates with demand-
based charges? What is the average cost of this additional
equipment? -

Yes, APS's bidirectional meters measure customer demand. No
additional equipment is necessary.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF’S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.39:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

What challenges would arise if the Commission allowed
grandfathering to run with the property?

From an impact standpoint, the cost shifting of the grandfathered
solar generator would persist longer over time, resulting in a higher
overall impact on rates. From a fairness standpoint, it would also
extend the benefit of grandfathering beyond the current owner. In
other words, the Commission would be asking customers to fund
the rate subsidy from the current net metering program for
someone purchasing a home with solar years after the new program
is established.

Page 1 of 1



ARIZONA CORPORATION COMMISSION
STAFF’S FIRST SET OF DATA REQUESTS

REGARDING THE APPLICATION OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF NET METERING COST SHIFT SOLUTION

Staff 1.43:

Response:

DOCKET NO. E-01345A-13-0248
AUGUST 1, 2013

Please provide your rationale behind the statement that the ACC’s
failure to act now on the instant application may preclude the
Commission from grandfathering the use of net metering by
customers that currently have solar installed on their homes. (Page
10).

If the issue is delayed, at the current rate of an additional 500
residential solar installations per month, the cost shift grows by
$500,000 per month. The continued rapid growth in rooftop solar
adoption, along with the increased cost shifting burden and
resulting rate impact, may be so high that grandfathering would not
be feasible.

Page 1 of 1




August 6, 2013

SENT BY ELECTRONIC MAIL

Richard Lioyd

Utilities Division

Arizona Corporation Commission
1200 W. Washington, Street
Phoenix, Atizoda 85007
tloyd@azce.gov

Connie Bitzsimimons, Pardlegal
Legal Division

Arszona Corporation Conumission
1208 W, Washington Street.
Phoenix, Afizona 85007
cfitzsimmons@azec.gov

GOURT 8. RICH

6618 N.Seottstale Road, Suite 200

) Seottsdale; Arizéiig 85050
Ehone 4805059987  Fax 480.505.8025
LCRitW@RoselLawGroiip.toii
veww.RoselawGeoup.com

RE: Solar Energy Indlustries Association’s Respouse fa Staff>s First Set of Data

Requests/Digcket Now E-Q1345A-13-0248

Dear Mr. Lioyd aad Ms. Fitgsinitrions:

Please find ericlosed the Solar Energy Industties Associgtion’s (“SEIA”) response 1o
Staff’s First Set of Data Requests in the: sbove-referenced.matter. As you know; SEIA is yet 4o
intervene in the attached docket and as such, it-is happy to provide tiese resporises as.a courfesy

o the Carhmissiors Staff at this time. Sines we are still iif the carly $tage of this proceeding,

SEIA hereby resérves the right to revisit the positions taken in fhe attached re¥ponses and, if and
changes are made, SEIA will update the responses -accordingly and provide such changes fo

Staff.

Shoutd you have dny guestions of cotifnetits, please Toel fiee 1o contaet mie ditestly at

480-505-3937.

Enclosure




SOLAR ENERGY INDUSTRIES ASSOCIATION’S RESPONSE TO
STAFE’S FIRST SET OF DATA REQUESTS
DOCKET NO.: E-01345A-13-0248

AUGUST 6, 2013

BENEFITS OF SOLAR

RL I-1: Please fespond to Agizona Public Setvice Company’s (“APS™) assertion that
Crossborder’s estitnate of 21.5 t0 23.7 cents per kWh ($2014) of benefits from Salar
DG on the APS system fs fwice the amounnt of APS” cwrrent cost of service? Is it
realistic fo believe that solar DG will save APS twice:the amount of its current ¢ost of
service?

SELA Respunse: First, APS’S assertion is based on an app!es»tﬂ-oranges commparison-of 20-year
levelized numbers to single-year mumbers: As i clegrly sét forth in Crossbordet™s study,
Crossborder’s estimate of 21.5 to 23.7 cents per KWh of benefits from Solar DG is a 20-year
levelized mumber which shiould not be carnpawd to teday’s éost 6F service, which is a single-year
value. The values for APS*s costs of service whidh afe compirable to Crossborder”s sotar DG
benefits are the 20-year levelized eosts of solar DG preseited i the Crosstiorder study. As
stated in the study, Crossborder’s solar PG bunefits are 54% higher than APS"s costs on 4 20-
year levelized basis, This is an apples-to-apples comparison and is not “twice™ as high.

Second, APS’s cost of setwice is based on the utility’s ayerdge costs fosupply power agoss all
houts ‘usig its existing assets. The benefits of solar DG are based on avoiding the marginal
costs o serve the most expensive, marginal unit of energy and to build sew infrastrueture to
provide capacity, Solar DG also provides clean, renewable gencration that allows the umfty to
avoid additional ¢osts to oblain enetgy supplles iat ari. cleaver fhian ifs existing pertfalm i
other’ words, on & per unif basis, solar is morg valuable than APSY average cost bhecauss it
provides:

L. Peaking generation when power is most valuable. The energy costs avoited by selar are
higher than APS’s average eneigly costs over all houts.

2. Solar supplies valuable peakivg eapacity. Solar today provides capacity value af
approximately 50%. of its namepla,te capacity even theiigh it prdduces at only a 20%
capacity factor, so on a per unit basis the capacity valye of solar is higher than APS's
average capacify costs.

3. Avoided capacﬁy costs reflect expensive.new generation and transmission that would be
biilt “buit for” the: solar capacity, whiile APS"s avérage costs are based oif its depiectatéd
existing, assets,

4, Selar cests are fixed up front, and avoid APS*s costs to manage the volatility of fossil
fuel prices and electrie market pnces The Crossboider study did not include APS%s
typical costs to hedge the velatility in the costs of its natural gas supplies; however, if it
Trad ibeluded these actual costs, tie benefits of solar DG would have increased by anothes
0.7 to 1.0 eents pet kWh,

: Large-ScaIe and wholesmle solar aiso lave this effect, but thesé resources aré not the topic-of diseussion within the
study of the NEM debate.. Therefore, this respanse lias tot focused o thed,

Pdge 2




SOLAR ENERGY INDUSTRIES ASSOCIATION'S RESPONSE TO
- STAFE’S FIRST SET OF DATA REQUESTS
DOCKETNO.: E-01345A-13-0248

AUGUST 6, 2013

EROSSBORDER ASSUMPTIONS:

RL 1-2:  Please provide your rationale for uiing a 50%. eapacity value for DG, and for tiot
showing atiy decl ing in capacity value ag penetrgtion levels increase.

SEILA Response; Crossborder’s study focuses on the value of solar to be developed in ilie fiext
several years (2013-2015). Ower this pefiod, the penetration: of :solar is not expécted. to be sa
larpe that there would be a signifieait decline.in capadity value. As 2 result, Grossborder used
essentially the sameé capacity value for 2015 asswned in the R.W. Beck and SAIC studies and the
same capacity value that APS itself has assigned to solar when testifying before the Commission
in the recent hearing on its Integrated Resource Plan.

In Crossborder’s view, solaf DG biilt 12015 shoald be assxgned the capaclty salue
that applies in 2015 when that-solar uiit is installed. Yris unfdir to atitibute to that solar unit built
in 2015 the Jower forecasted capacity valveof a solar unif instalied o 2020 or 2025 under an
assumption that large amounts of solar are installed after 2015, Similarly, if & new wtility
generating unit is eost-effective when it eriters dperations ini 2015, it wotild bé unfair to penalize
the utility if subseqiiént changes (4 drop in capital costs, technvlogical ehange, lower denand, or
lower energy prices, for example) mdke that unit iof cost-effective it future yeats,

Furfher; the assumption that larger penetratiofis of solar ’wﬂ} decrease thie: capagity
value of solar assumes no-changgs to other.aspects of the Erieigy market, mcludmg Hor-chafipes to
the hourly profile of end-use customer ‘deritand, 16 fiiture levels of peak demand, or to AP’
portfolio of tesources. Customnier demand response, availability of costomer-sited storage,
impacts from clinate change, and new constrafnts on fossil generation all could have impacts
which increase the future value-of solar capacity.

RL 1-3; Hew did you atrive at 8 REC valoe of 4,5 vents? How are market costs impacted a5
' market prices iforease?

SEXA Response; APS’s 2012 IRP [Attachment F.1{a)] includes an Enhanced Renewable scenario
which features additional purchiases of retiewables in the 2017-2026 time frme (otaling 4,532
GWh of additional renewable generation by 2026). ‘This compares to the Base case with about
500 GWh per year in additional renewable generation in 2026, Based on the anmual revenue
requirertients for both the Hase and Enlhianced Renewsble scenarios [Attaehrm:nt E.1(bik the
average cost premium for the incremental renewables in the lafter seenario is $46.55 per MWh
from 2017-2026, or $45.39 per MWHh o 4 10-yedt Jevelized basis. See attached woikpapers.

SEILA interprets the secbiid guestion to be “How are REE matket costs impacted as

ergy mdtket ptices increase?” REC market values will decrease if energy market prices

mmease relafive to the costs of renewable generation; REC market values will inerease. if the
gosts of renewable generation rise relative to enecgy matket priess. :

Page3



SOLAR ENERGY INDUSTRIES ASSOCIATION'S RESPONSE TO
STAFF’S FIRST SET OF DATA REQUESTS
DOCKET NO.: E-013454-13-0248

AUGUST 6, 203

RL 1-4: When is the appropriate fime to begin counting capacity savings from: distributed
generition?

SEIA Reésponser Capacity savings from distributed generation shotild be counted immediately.
Table 2 the 2012 IRP shows that APS expeots continued growth in energy efficiency and
demand response programs and in distributed solar resources between 2012 arid 2017. These
new demand-side tesources contribute 1,150 MW 15 meeting APS’s.expacted peak demandsin
2017, and thus. coiittibute to deferrmg awy tesource. tieed until 2017, ‘Bolar DG should be
,assagned its propoftional share (about 13%) of these capacity savings ffom -demand-side
resovrces.. [n addifion; distributed generation alsy hedges against events that could accelerate the
2017 need, such as fasfersthan-expected incresses in demand or fiomi the unexpected loss of
resQUIces.

RL 1-5: What if solar does not defér as much generation a5 previously-thought? How will

ratepayers be inpacied?

SEIA Respense: SEIA assumés that “gereration® means genc,r&tmn tapactty,” K solar does
gt defer as much generation capaeity as it wag assiined 1o do in some prior analysis, then
solar’s value for ratepayers would be lower, dll else being the same. However, if the value of
capacity is higher than it the ptior aralysis; solar’s value for- ratepayers could-increase or remain

the same;-cven if selar- does-nof defer as much capacity as was.assuined-in the initial analysis.
RL 1-6: Whyusea ;Chmbusﬁon Turbing ds the maiginal unit for energy?

SEIA Responses Information provided by AFS on its typical loading order, such as Figure 5+3
of the Beck Study, show that solar DG systems on the APS system will dzsplace combusfion
turbine (CT) generatior: during the four pedk stimimer mmonths. As Shown in Figuig 2 of the
Crossborder stiidy, the: heat vate.of 2 new CT 0,400 Bin/kWlt) is the mest [ikely scenatio for the
market valug of the on-peak generation from a solar D@ resource during APS"s sutemer season
months (June ~ September) unless APS-apts to'build addifional renewables. This conelusion was
bused on Pale. Verde forward markef hedt rates for these mornths. 9,400 Bl per kWh is an
average: insome sumther on-peak hours, less éxpensive €CGT powit- (’7 089 ~8,000. Bru/kWh)
will be displaced; ity others, more expensive gengtation flom older CTs (10,000 - 12,060
BtwkWh) will be avoided.

RL 1-7: s Crossborder obtdining .a much higher levelized rale for generation than whiit is
included in APS’s IRP plan? If §o, Why?

SEIA Response: No, Cras-sbarder’s study daes not iticlude Tgvelized costs for generation stch
as are inéluded in-the APS IRP. The Crossborder study is.a Ratepayer Impact Measure (I{IM)
test, RIM tests do not mclude Ievellzed costs for generation — the cost side of a RIM test is
prineipally lost utility revenues. The benefit side is principally the itility’s voided fuel, line
loss, inffastructure capagity, and environimental costs. Other types of tests (Total Resouree Cost
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and Participant) do-iriclude the costs of the pehevatioh source, biit' those are not ingluded in the
Grossborder study.

RL 1-8: Please provide details of your rationale for the statement “..the costs for APS
ratepayers ‘will be Jower if it is customets, instead of APS, whc install retriewable.
[DG] generation.”

SEIA Response: APS ‘must comply with Avizona®s current and -future Rencwable Energy
Standard (RES) requirements, Crossborder understands that solar DG jnstalled by custemers
with their private capitdl contributes to meeting those requitehients and, assuining that utility

incentives are not oiTere’d going forward, notie 6f thesk costs are borne by ratepayers.
RL 1% How is the customer’s capital investnmm valued in‘the Crossbarder model?
SE1A Response: The Crossborder study viilugs the DG customer’s gapitial investniént insolar at

thie-capitdl fnvestinent-relited costs for the capasity which APS doesriot Tave to build or ‘biry as
& result of the D3 customer’s epnifibution tothe mfrastrucmre which serves APS customers.

RL 1:10: How are O&M costs of customer-sited DG vatued in the Crossborder model?

SEIA Response: The Crosstorder stidy values the Q&M vasts of tustomer-slted DG based on
the fixed and variable O&M costs which APS does net inet #5 a result of the DO customer’s
contribution to the infrastructure which serves APS customers. Variable O&M costs are
included in the -avoided cost of eneigy; fixed O&M Cost are included in the avoided cost of
gapacity.

RL 1-11; Jstargeted deployment of wholesale DG of mare value than rooffop solar?

SEIA Response: SEIA supports all segnieitts of the solar macket, mcludmg large-scale,
wholesale and retail, behind<the-etér, and solar DG. Bach brings sngmﬁcmit, yet potentiatly
different benefits, The targeted deployment of wholesale solsr DG can produce similar ditect
valne to ratepayers ag the value of demand-side solar ouifined in the Crosshorder study.
Targeted deployment of wholesale:{or retail) solat G has the.potential to increase the likefibpod
that solar DG will result insignificant transmission and distribution (T&D) savings.

That said, véofiop {reail) splar DG also provides the oppostunity for custonters o install and/or
own solat themselves using. theit own private capital or finarieing opportunities available to
them. Policymrakers thus should also consider:
e Retail sqlar brings 2 new source of private capital (from the cusfomers themselves) into
the market.
» There is a significant customer demand for the cholee to serve someor all of a custormer’s
electricity demand using renewable power generated onrtheit premises.
+ Customers want the option to contribute a clean souree of generation to the APS system,
even if it requires them to mdké a long=term firlancial commitment.
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e Compctmon and customer choioe i supplying electiicity at the point of use will.
provide long term benefits for energy consuriers,

RL 1-12: Hew do you address APS’s criticism tegarding the threshold reasonableness check?

SEIA Response' The first portion of thie APS criticism tegarding the “thissheld reasenableness
check™ is the question staff asks in Question’'RL 1-1, a0 please sep the response 1o that question,

The second portion of this criticistm argues that it would be less expensive for APS to purchase
wholesale solar, SEIA responds to this atgument in its response to Question RL. 1-11 sbove.

RL 1-13: The Crossborder study ufilizes the Ratepayer lmpast Measure (“RIM™) test 1o
caloulate cost / besiefit valvations. Please perfotm an analysis ufilizing the five (5)
traditional ufility cost-benefit tests (i, Total Resource Cost, Ratepayer Impact

~ Method; Societal Cost, Utility Cost, and Participant Cest) and present the resultsina
table comparing. the five methods. Clearly explain your assumptions for each test.

SEL1A Response:  Objection. This requost s unduly ‘buedensonie.  SEIA and Crosshorder
utilized the RIM Test methodalogy becayse It was the best situated to- provide the: Commission
with the information on ratepayer tmpaets which it needs:to make:this. decision.. The-vther tests
requested are-not agstringetit ay'the RIM Test (which is often called the “hio Iosers™ test), do npt
measure fatepayer impacts, and will not provide 23 meaningful inforhation for the
Commission’s evaluation. i oedér to run these calculations SEIA would need to commission
entitely new studies costing it tens of thousands of dollars: SEIA is happy to work with Staff fo
help it devélop the information needed to perform any of'these othertests-on its-own; hawever it
is not in a pesition to commission these-additional studies.at this time.

RL 144y If electric systen costs are colléeted through a utility’s energy charga Tiow sheuld the
utility collect those fixed costs when it sells less energy beecause of a Commission
mandate7

SEIA Resptmse* If, as the result of 4 Conifission mandate, ‘a utility sells Jess eneigy than
expecteél 0 Gustatiers whe pay rates that collect costs thivugh energy charges,. the utility-can
continge to have the opportunity to-recover its Full sost of servive through revenuc decoupling
niechanisms such as the Lost leed Cest Recovery (LFCR) mechanism adopted with APB’s
support in its most recent.tate.case. As in'the case of APS, the LFCR micehanisitican be tazgeted
it the sales lost a§ the result of Commxssmn-maudated demaitd-side programs. Further, in
sybsequent rate- proceedings, the uuhty % eost of service can bere-set based on the new level of
expected sales, which may be somewhat lower than it would have been absent the Commission-
mandated demand-side programs;

For exainple, it is well known that, 4s the result of a stiong fotus o dentand-side
programs, pet capita électric use in Cahférma has niot changed for the last thirty years, whiile per
capita usApe i the rest of the U.8, has increased by 50%. The Califernia utilifies have also had
full revenue decoupling over this period: This focus on using dentand-side programs to restrain

Piige 6




SOLAR ENERGY INDUSTRIES ASSOCIATION'S RESPONSE TO,
STAFF’S FIRST SET OF DATA REGUESTS
DOCKET NO.: E-01345A-13-0248

AUGUST 6, 2013

the state’s growth in enexgy use has npt adversely impacted the fipansial Health of the California
utilities,

Finally, SEIA suppoits a detailed examination .of APS’ rate design and cost recovery
ruechanisms ifl its next general rate ¢ase to adidress this and othier APS rate design jssues. Ina
general rate case the Comnrission will have the opportumty to desigh rates and cost recovery
mechanisms that address this issue, For example, in its recently concluded rate case APS asked
for revenue decoupling and recsived-the Lost Fixed Cost Recovery Mechanism as a way-to deal
with this issue. Despite the bately-year-old adoption of the LFCR, APS is how seeking to alter
‘the tesults of the last rate case-with its NEM proposals. SEIA believes this reworkiig of 4 policy
adopted in a rate case should be addressed in 4 rate: case.

SAIC ASSUMPTIONS:

COSTS OF SULAR DG

RL 1-15: Crosshorder estimates the cests of tommercial DG on APS? system to be between 9.2
to 11.5 cents and the- costs of tesidential DG on . APS” :system to:'be between 19.9 to
20.5 cents. Crossborder then estimates 4 wexghteﬂ average Gost (13.7 eents) for all
salar DG-on ARS’ system, assummg thie eurrent mig of DG (34% residential versus
56%: commereial) will persist in the future,

SEIA Respoiise: Thefe is no. question posed. " The staternent accurately summatizes
Crossborder’s estimates of the tosts of residential and commercial DG o the APS. system

RL 1-16: Ts it reasonable io assome the cutrent DG, mix will peesist in the future given: curient
trends? [e.g; 2012 and 2013 residential versus-commercial inistalled capacity]

SEIA Response: The future mix of DG oustoiners will depend on ACC palidies with tespect o
net metering, solar DG incentives, and retail rate design. Abiseiit informiation about tiese
policies; the cutrent DG mix dppears to be as:easgnabla assumption 4t this: xxm,e

the apphcable beneﬁt to cosf compansen, 21 S 10! 24 7 cems 10 13 7. cant'a pe:r kWh, of
21.5 t0:24.7 cents to: 19:9 to 20,5 ‘cents per KWh?

SEIA Response: The first comparisen Is the applicable benefit to cost comparison if net
meiermg is viewed ds a sirigle progran that should be available to alf custonmers. The second
eompatison might be appmpﬁate it et meteting Weie & program focuséd on residential

customers alone (which it is nof). Tt is SBIA’s view that net rigtering should be available to all
APS customers, and thus views the fiest comparison as the apprapriate one. SEIA notes that both

comparisons indicate that nét metering is cost-effective.
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RL 1-18: s it aceurate to say that Crosshorder estiniates that APS realizes net benefits of 10 to
14,5 cents per kWh for commersial DG but only | to 3.8 cents per kWh for
residential DG?  If so, $hould APS make adjustinents such that residential DG
produees commparable het berefits to commniercial DG?

SEIA Response: The numbers are accurate, but, no, SEIA does not agree that residential DG
should produce comparable net benefits to commercial DE&. The Crossborder study indicates
that met mefering produces net béhefits when the costs of met mesteting Ror residential and
comiercial customers are considered eithier collectively foi* buth types of customers or
individually for each typs. On this basis, net mstering should be contlnued in its euerenst forns for
all APS customers.

The large ‘net benefits for eonmércisl DG indicate;, if anything, that commercial solir

LIRS

custotners are subsidizing noti-participating tepayers. Fany adjustrient wete tobe made based
on these results, the adjuistmettt shiould result.in 4 eloser balance of Benefits aud costs, so that any
subsidy to or fram solar customers is minimized. From this peespective, APS sheuld consider
adopting commercial rates for splar -customers. with reduced demand charges; fo bring the
benefits and costs of net metering for commercial oustomiers into ¢loser bafatice. San Diego Gas
& Electric and Seuthem California Edisori have adopted ‘such Somimercisl rates with reduced
demand charges aad higher TOU energy rates for solar customets (SDGRE Schedule DG-R and
SCE’s Option R rates).

RL 1-19: Does Crossborder dispute the cost estimates APS has produced. for residential solar
DG?

SEIA Response: No. At siated in Section 3 of the Crossborder study, Crossborder’s eost
estimates for residential solar DIG are based -on APS’s responses to ptior ACC staff data requests.
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Incremental Cost of APS Renewables

[ RE + DE (GWh) | ] Total Rev Req (MM $)
Year Base Case ER Case Delta Base Case ER Case Delt:
2014 3,057 3,057 - $ 24122 $ 24122 § -
2015 3,487 3,487 - S 25094 $§ 25094 § -
2016 3,586 3,586 - $ 26642 $ 26642 § -
2017 3,662 4,220 558 S 2,8415 $ 2,855.0 S 13.5
2018 3,718 4,959 1,241 $ 2931 $ 30154 § 62.3
2019 4,016 5,806 1,790 $ 3080 S 31787 $ 92.7
2020 4,102 6,373 2,271 $ 32270 S 3,3269 S 99.9
2021 4,859 7,393 2,534 $ 34317 $§ 35436 § 1118
2022 5,281 8,302 3,021 S 36812 $ 37993 § 118.1
2023 5,638 8,938 3,300 $ 3,963.1 §  4,1096 § 146.5
2024 6,025 10,007 3,982 $ 41147 $  4,3399 § 225.2
2025 6,389 10,920 4,531 $ 4,3408 $ 4,6179 S 277.1
2026 6,711 11,243 4,532 S 46676 § 4,800 S 226.4
2027 6,785 11,317 4,532 $ 49690 $ 52368 § 267.8




