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Com m is s ion 's  Inve s tiga tion of Va lue  a nd Cos t of Dis tribute d Ge ne ra tion
Docke t No. E-000001-14-0023

To My Colle a gue s  a nd Inte re s te d P a rtie s :

It's  a  truis m tha t re s ide ntia l ra te  de s ign conce pts , which origina te d in the  e a rly pa rt of the  20th-
ce ntury, ne e d to be  upda te d.

As  we  a ll know, this  Commis s ion pre vious ly de te rmine d tha t DG cus tome rs  contribute  le s s
towa rds  AP S ' re cove ry of los t fixe d cos t re ve nue  tha n non-DG cus tom e rs . As  s uch, in 2013, the
Com m is s ion orde re d AP S  to im ple m e nt a  $0.70 pe r KW pe r m onth inte rim  LFCR a djus tm e nt for
a ll re s ide ntia l DG ins ta lla tions . '

With this  fa ct a nd de te nnina tion in mind, both cos t-of-s e rvice  a nd va lue -of-s ola r cons ide ra tions
de se rve  a  de e p dive , a s  doe s  the  ma nne r in which DG pe ne tra tion a ffe cts  the  grid.

The  grid is , of cours e , a  comple x ne twork cons is ting of powe r ge ne ra tion, tra ns mis s ion a nd
dis tribution s ys te m s , a ll of which a re  s ubj e t to non-s top m a inte na nce  a nd e xpa ns ion. As
e xpe rie nce s  in Ge rma ny, Ha wa ii a nd e ls e whe re  ha ve  illus tra te d, a nd a s  EP RI's  s tudy on the
"Inte gra te d Grid" ha s  de mons tra te d, incre a s ing P V pe ne tra tion le ve ls  re quire  utilitie s  to s pe nd
s ubs ta ntia l s ums  to mode rnize  the  grid, in pa rt to ma na ge  la rge  a mounts  of va ria ble  a nd two-wa y
e ne rgy flows .

In the  pa s t, the re  ha s  be e n a gre e me nt on broa d principle s , a t le a s t be twe e n utilitie s  a nd loca l
ins ta lle rs : The ir joint s ta te me nt is s ue d a t the  Commis s ion's  J une  20, 2014 Works hop on the
Va lue  a nd Cos t of Dis tribute d Ge ne ra tion broa dly outline d the  "cos t a nd be ne fits  of dis tribute d
s ola r ge ne ra tion a nd the  e le c tric  grid." The y s tre s s e d a  "forwa rd-thinking," "cus tom e r-focus e d"
a pproa ch, prom oting "a fforda ble  a nd fa ir" s e rvice  - a s  we ll a s  cus tom e r choice , a n e xpe cta tion
of re lia bility, a  de s ire  for tra ns pa re nt ra te  de s ign, a nd a n e mpha s is  upon "a ccura te ly re fle ct[ing]
the  se rvice s  a nd products  tha t cus tome rs  use  a nd provide ."

S unP owe r's  2014 "Roa dma p" ha s  a ls o prove n to be  a  he lpful re s ource I quote  a pprovingly

1 Decision No. 74202, Docket No. E-01345A-13-0-48 (Ariz. Corp. Com111'n Dec. 3, 2013).
2 SUNPOWER, BR1DGn~1G THE DIVIDE: A ROADMAP To INTEGRATMG DISTRIBUTED GENERATION (2014),available at
http://us.sunpower.com/solar-resources/.
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SunPower's  Vice  P re s ident of Policy, Tom S ta irs : "The  PV indus try is  re cognizing we  can't go it
a lone  and finding ways  to work with utilitie s  ins tead of be ing antagonis ts  is  crucia l to our long-
tenn success."3

Policy considera tions enumera ted in the  roadmap include  :

1.
2.

3.

4.
5.

7.

The  use  of smart tools  to improve  grid pe rformance ,
A des ire  to ma inta in the  growth of sola r power via  ne t me te ring until pene tra tion leve ls
a dve rse ly a ffe ct utility fixe d-cos t re cove ry or re quire  the  impos ition of dis tribution
system upgrades,
Heightened sola r pene tra tion may require  the  gradua l implementa tion of ra te  s tructures
and se rvice  a rrangements  which send appropria te  price  s igna ls  to improve  grid re liability,
e fficie ncy, a nd re s ilie ncy,
Rate  s tructures and market services should be  predictable  and transparent,
Minimum monthly bills  may be  supe rior to fixed cha rges  in ensuring tha t a ll use rs
contribute  to the  cos ts  of ma inta ining, upgrading and opera ting the  dis tribution sys tem,
Customers ' rights  to own, deploy, and inte rconnect behind-the -mete r technologies  must
be  preserved,
DG inte rconnection should be  subj e t to s imple r, more  uniform s tandards  to protect the
re lia bility of the  ne twork a nd the  sa fe ty of utility pe rsonne l, a nd
A grea ter emphasis  on cost-effectiveness regarding grid upgrades, as  they re la te  to the
placement of dis tributed resources .

The  following ques tions , a lthough not exhaus tive , a re  intended to inform both cos t-of-se rvice
and va lue -of-sola r cons ide ra tions  within the  context of the  forthcoming evidentia ry hea ring:

The  Commiss ion's  May 7, 2014 Workshop on the  Va lue  and Cos t of Dis tributed
Genera tion included debate  on whether a  remote  solar genera tion s ta tion should rece ive
equa l trea tment with rooftop sola r, with rega rd to ca lcula ting the  va lue  of sola r. Wha t a re
the  pa rtie s ' thoughts?

Why a rgue  tha t a  va lue -of-sola r proceeding is  important only for re source -planning
purposes , given tha t discussions about cost-shifts  a re  infonned by discussions on the
va lue  of DG?

In 2014, los t fixed cos ts  a ssocia ted with EE programs amounted to $24.1 million out of
$34.5 million in tota l cos t shifts . Do recove rable  EE los t fixed cos ts  cons titute  a  grea te r
proportion of the  tota l los t fixed cos t revenue  a t hand?  Discuss  how va lue -of-sola r
discuss ions  a re  informed by comparing the  impacts  of sola r ve rsus  EE on the  grid. Is  the
per-cus tomer shift la rge r for sola r ve rsus  EE cus tomers?  Why is  the  grea te r cus tomer
access ibility of EE programs re levant to this  discuss ion?  How does  the  ave rage  DG
user's  demand curve  diffe r from an EE user, and describe  its  e ffect on the  grid, given tha t
the  EE user is  not in need of backup power, unlike  the  sola r DG user.

3 Herman K. Trabish, How Solar Owners can be 'Good Citizens of the Grid A New SunPower Roadmap Points to
Solutions for the PV Challenges Utilities Face, UTILITYDIVE (Nov. 19, 2014),
http://www.utilitydive.com/news/how-s0lar-owners-can-be-good-citizens-of-thegrid/334932/.

3.

2.

8.

1.

6.
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4. How do we  ca lcula te  regress ive  socia l cos ts  into the  va lue  of sola r, given tha t non-sola r
utility cus tomers  subs idize  sola r cus tomers?

Are  solar DG users  be ing overcompensa ted or undercompensa ted for remitting excess
sola r power to the  utility a t the  re ta il ra te?

6. To wha t degree  do inte rmittency and non-dispa tchability a ffect the  va lue  of sola r?

How will increases  in productivity be  incentivized once  the  va lue  of sola r is  e s tima ted?
In addition to the  declining cos t of pane ls , is  it appropria te  to factor re la tive ly high U.S .
ins ta lla tion cos ts  into a  va lue -of-sola r de te rmina tion?

In va lue -of-sola r discuss ions , a re  we  a ttributing a  unique  va lue  to DG, which othe r power
sources  a lso have?  In other words , a re  there  a lte rna tives  to DG tha t may be  more
efficient in reaching the  same desired outcome of reducing ca rbon dioxide  emiss ions  a t
lower ins tilla tion cos ts?  How does  the  cos t and va lue  of DG compare  with a lte rna tive
renewable  resources?  In pursuing DG, wha t a lte rna tive  forms of renewable  energy a re
we  displacing?  How does  the  cos t and va lue  of DG compare  with tha t of utility-sca le  and
community-sca le  sola r?  Is  DG a s  e fficie nt a s  a lte rna tive  fonts  of sola r?  Is  the  va lue  of
sola r le ssened for DG versus  utility-sca le  or community-sca le  sola r?

How should we  go about a ttempting to quantify la rge ly exte rna lized and unrnone tized
factors , such as  projected financia l, energy security, socia l, and environmenta l benefits?
How a re  long-te rm forecas ts  accura te ly incorpora ted into present va lue -of-sola r
ca lcula tions?

10. Despite  recognized advantages, a  number of s ta tes  a re  reexamining the ir traditiona l ne t
me te ring policie s  and unde rlying ra te  de s igns . The  increa s ingly pe rvas ive  review of
conventiona l ne t me te ring policie s  by s ta te s  is  a ttributable  to a  multitude  of trends ,
including decreas ing sola r reba te  incentives , rapid encroachment of renewable  portfolio
standards, the  rea liza tion of ne t metering caps, as  well as  ra ised public awareness
surrounding prospective  cos t-shift concerns .

For ins tance , the  Hawaii Public Utilitie s  Commiss ion brought an end to the  s ta te 's  ne t
mete ring program when it cut payments  to new sola r cus tomers  by approximate ly ha lf the
going ra te .4 Nevada  a lte rna tive ly reduced payments  to exis ting sola r cus tomers  from the
re ta il to the  wholesa le  ra te  and ra ised customers ' fixed charges  to cover the  cost of us ing
the  grid.5 More ove r, the  Ca lifornia  Public Utilitie s  Commiss ion re ce ntly a pprove d a
NEM 2.0 successor ta riff, which e ffective ly pre se rves  re ta il ra te  payments  for re s identia l
DG systems while  imposing new inte rconnection fees , non-bypassable  charges , and a
shift to time-of-use  ra tes  for DG customers . 6

4 Decis ion No. 33258, Docket No. 2014-0192 (Haw. Pub. Utils . Comm'n Oct. 12, 2015).
5 Document IDs  8412 & 8414, Docket Nos . 15-07041 & 15-07042, (Nev. Pub. Utils . Comm'n Dec. 23, 2015).
6 Decis ion No. 16-01-044, Docket No. R. 14-07-002 (Cal. Pub. Utils . Comm'n Jan. 28, 2016).

9.

8.

7.

5.
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a. Given this  context, how did Hawaii, Nevada , and Ca lifornia  va lue  the  cos ts  and
benefits  of ne t-metered sola r?

What analyses on the  cost of solar did these  sta tes use  when they changed their
ne t me te ring policie s  in light of an acknowledged cos t-shift?  Did such ana lyses
adequate ly account for the  costs  associa ted with redesigning and mainta ining the
dis tribution sys tem to accommoda te  DG?

How would a  va lue -of-sola r me thodology facilita te  the  success ful implementa tion
of s imila r upda te d policie s  in Arizona ?

24;
Since re ly

Bob S tump
Commiss ione r
Arizona  Corpora tion Commiss ion

CC: Se rvice  Lis t

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 /400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701
www.azcc.gov
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