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IN THE MATTER OF THE APPLICATION OF
TUCSON ELECTRIC POWER COMPANY
FOR APPROVAL OF ITS 2016 RENEWABLE
ENERGY STANDARD IMPLEMENTATION
PLAN.

IN THE MATTER OF THE APPLICATION OF
TUCSON ELECTRIC POWER COMPANY
FOR THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF THE PROPERTIES OF TUCSON
ELECTRIC POWER COMPANY DEVOTED
TO ITS OPERATIONS THROUGHOUT THE
STATE OF ARIZONA AND FOR RELATED
APPROVALS.

RUCO’S RESPONSE TO EFCA’S MOTION TO STRIKE
The Residential Utility Consumer Office (“RUCQ”) hereby responds to EFCA's

Motion to strike the Testimony of Lon Huber on Rate Design as follows.

RUCO believes, based on the intent of Phase 2, previous Commission action, and
the illogical consequences of EFCA’'s broad interpretation of the procedural order
language, that EFCA’s motion should be denied without hesitation.

EFCA argues that the Commission is bound by a broad interpretation of the ALJ’s

Procedural Order of August 22, 2016 which provided that “issues related to changes fo net

metering and rate design for new DG customers shall be deferred to Phase Il of the

-
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evidentiary hearing....” (Emphasis added) EFCA fails to acknowledge that Phase 2 in this
case is patterned after Phase 2 created in the UNS Electric rate case. Phase 2 in that case
was created to provide a forum to hear arguments on issues directly impacted by the, soon
to be completed, Value of Solar docket. This is intuitive enough that two other intervenors,
from the solar industry, submitted testimony on the very same topics that EFCA is
demanding be stricken from RUCO witness Huber’s testimony.

EFCA’s sole argument hinges on the single word “related” and the complete
disregard of the following two words, “changes to,” in the Ordering paragraph. If one takes
such an expansive view of the term “related,” as EFCA suggests, then there are very few
remaining issues before us. If it was truly the ALJ’s intent, to fixate on the word ‘related,”
and ignore “changes to” right after it, and actually move to Phase 2 all issues that broadly
“relate to’ net metering and DG rate design,” there would be very little need for a Phase I.
See EFCA Motion to Strike at 2. To illustrate this point, the value proposition of net
metering, as has been shown, is impacted by rate design. Therefore, even setting rates for
non-DG customers would need to be pushed into Phase 2. Revenue allocation, revenue
requirement, and fixed charges are examples of other issues that “relate to’ net metering
and DG rate design,” and would need to be moved to Phase 2.

Where does this line of reasoning stop? Ironically, the issue of the fixed charge,
which EFCA is not asking to be moved to Phase 2, is more closely related to net metering
and rate design for new DG customers, than the RPS Credit option. By a utility increasing
the fixed charge of a rate, the volumetric charge component of a rate necessarily is
reduced. This is especially true with two-part rates. This reduction would be considered a
change to rate design and it would affect new DG customers. This reduction in the

volumetric charge also directly affects the retail rate a customer pays for power. Such a
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reduction in retail rate, directly reduces net metering, which is based on the retail rate.
Thus, there is a clear direct link between fixed charges and rate design for new DG
customers and net metering. Yet, EFCA failed to request that Mr. Huber’s testimony on
fixed charges also be stricken. This fixed charge reasoning alone defeats EFCA’s
argument to have portions of Mr. Huber’s testimony stricken.

In surrebuttal testimony, RUCO addressed specific issues that were supported
unanimously by Commissioners in UNS Electric’s already completed portion of their rate
case, and left testimony on its many options for DG rate design and reforms to net
metering for Phase 2. Yet, EFCA argues, these small portions of Mr. Huber's surrebuttal
testimony should be stricken even though all five commissioners approved implementation
of these policies before a Phase 2 proceeding. EFCA is simply attempting to manipulate
the spirit and intent of Phase 2, by way of a very broad interpretation of the ALJ’s
Procedural order, which frankly only serves to continue EFCA/TASC's go-to strategy of
delay, cloud, and maintain the status quo.

Even if the ALJ’s chooses to interpret the language of the Procedural Order broadly,
the RPS Credit option is not a rate nor does it change net metering. EFCA displays a willful
ignorance of the RPS Credit Option by characterizing it as such. The RPS Credit option is
a compensation mechanism. Most importantly, it is optional. A new DG customer, when
choosing this option, selects any one of the Company’s existing rate offerings, available to
all customers. No rate is created or modified. Again, the crediting mechanism is not
affected by changes to the net metering rules. A customer selecting the RPS Credit option
is compensated at a predetermined rate for a contractual term of 20 years. Net metering
could change or completely go away and the RPS Credit option compensation would

remain unchanged. The RPS Credit option also starts at a value very close to the retail
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rate so it is not reliant on the Value of Solar docket fbr the time being. Thus, there is no
direct link between the RPS Credit option and “changes to net metering and rate design for
new DG customers.”

The proposed meter charge for DG customers also is not a rate. It is an additional
charge for a sub-class of customers that require additional hardware and services. The
charge would sit on top of whatever rate a new DG customer selected and is not tied to the
rate. Also, there is no direct link between the kWh to kWh offset net metering rests upon
and the proposed meter charge. As such, the proposed meter charge is not directly
“related to changes to net metering and rate design for new DG customers” and the Value
of Solar docket also will not help inform the Commissioners, when implementing this
charge.

Probably the most important point that can be made in favor of RUCO’s argument is
the very recent Commission precedent created in UNSE Decision, Decision No. 75697. It
was docketed on August 18, 2016. The Procedural Order was docketed on August 22,
2016. Procedurally, the UNSE case is virtually identical to the present case. In UNSE, the
Commission deferred the rate design and net metering issues, directly impacted by the
Value of Solar docket, to a Phase 2 proceeding and approved the exact same measures in
question that RUCO addresses in Mr. Huber’s testimony in the interim. See Decision No.
75697 at 118, and 142. Now, EFCA wants to either simply ignore the Commission’s
actions in Decision No. 75697 or apply an unreasonably broad interpretation of the
Procedural Order which would have the effect of hand-cuffing the Commission from taking
interim action which it clearly felt compelled to do in the UNSE case.

In UNSE, the Commission could not have been clearer in describing its desire to

take action on these issues as soon as possible, yet pushing to Phase 2 complicated
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issues directly related to net metering and rate design for new DG customers until after the
Value of Solar docket is completed. For instance, the Commission stated the following in
its Decision:

While we believe it is important to incorporate the results of the Value of DG docket
into our consideration of the DG issues specific to UNSE, we also believe that the second
phase of this proceeding should not be unnecessarily delayed.

Mere adherence to the status quo, as Arizona moves into an era dominated by the
changes and opportunities of increased distributed generation on the gird, is unlikely to
serve the public interest.

Furthermore, we are concerned that outdated rate designs may contribute to under-
recovery of fixed costs and may not adequately reflect cost causation. Sending correct
price signals to customers, avoiding misaligned subsidies and incentivizing efficiencies and
innovation are critical if peak system load is to be reduced and efficient use of system
resources is to be achieved-goals which benefit all rate payers. Moreover, in light of the
existence of a cost-shift from DG to non-DG customers, we urge the swift completion of
the Value of DG docket so that equity for all customers - solar and non-solar alike - may be
attained before the cost-shift increases as DG penetration grow. As a matter of principle
and of policy, requiring the purchase of excess solar DG power whether it is actually
needed and compensating excess solar at the retail rate no matter when the excess power
is received, or treating kWhs delivered during less -valuable off-peak periods the same as
kWhs delivered during a system peak, may not represent efficient use of system resources
or an equitable long-term solution for ratepayers. Public policy should not be ossified and
competition, choice, innovation and market-based solutions are the preferred approach as
we enter a new era dominated by customer-sited technologies and the grid upgrades and
innovations that enable such technologies to exist and flourish. Potentially modernizing net
metering policies based on data-drive conclusions reached in the Value of DG docket is
part and parcel of the mission of ensuring rates that are just and reasonable and in the
public interest. '

We believe that deferring consideration of the mandatory three-part rates applicable
to solar DG is warranted in order to consider the treatment of DG solar in a holistic manner
and to avoid having multiple classes of DG customers, each subject to different rate
treatment, due to the timing of when they elected the solar option. However there is one
aspect of the DG rate design that we believe should be modified at this time. The record in
this docket reflects that each DG customer requires a second meter, and that there are
additional fixed costs associated with that second meter. (Emphasis Added)

The Commission, obviously felt that the “status quo” was not in the public interest
regarding DG rate design and net metering, and took some interim steps to address it by

approving the small net meter charge and RUCO’s RPS credit option. RUCO does not

believe that the Commission, through the subject Procedural Order in this case intended to
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obligate itself to the “status quo” and limit its ability to act in the public interest pending
Phase 2 in this case.

Interestingly, the solar industry’s other big player in this case, Vote Solar addressed
at length the Commission’s consideration of RUCO’s RPS’ Credit Option and a meter
charge in Phase I. See the surrebuttal testimony of Briana Kobor at 10-14, 19-20. Vote
Solar offered its perspective and its recommendations regarding the RPS proposal and the
net meter charge. Id. Even, Kevin Koch, an unrepresented local solar installer in the
Tucson area submitted surrebuttal testimony, addressing the RPS Credit option. See the
surrebuttal testimony of Kevin Koch at 2. (Perhaps even more interesting, is the fact that
EFCA is not requesting that the testimony of Briana Kobor nor Kevin Koch be stricken.)
EFCA could have acted similarly to Vote Solar or Mr. Koch and provided its
recommendations - it surely had enough time as it admits in its motion that it knew RUCO
intended to “file testimony related specifically to proposed alternatives to net metering
(“NEM"). EFCA Motion at 2. But, rather than provide its recommendations and a possible
solution, EFCA chose to pursue this course. By filing the motion, one could argue, that
EFCA is attempting to bolster a similarly weak argument, first used in the UNS Electric
case, where Mr. Rich, on behalf of his client in that case (The Alliance for Solar Choice)
claimed there wasn’t enough information in the record to support the RPS Credit option.
That argument was quickly dismissed based on plenty of supporting evidence in that
record, including cross-examination by Mr. Rich himself. If EFCA’s motion is approved, it
will ultimately restrict the Commission and delay its ability to address the “status quo” and
the public interest. Further, it will reward non-constructive behavior that is quickly

becoming the modus operandi of certain members of the solar industry.
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However, if the motion is dismissed, it is likely that EFCA will ask for the ability to
respond, in supplemental written testimony, to the two topics which it failed, by its own
choice, to cover. RUCO strongly suggests that EFCA, not be rewarded by being allowed to
file a late supplemental response to the testimony, after having ample time to read and
understand all the other parties’ surrebuttal testimony.

For all of the above reasons, the Commission should dismiss EFCA’s motion and
not strike any portion of Mr. Huber’'s testimony. The Commission should also not allow
EFCA the opportunity to file supplemental testimony on this issue.

RESPECTFULLY SUBMITTED this 31t f August\2016.

/ Y

Daniel W. Pozefsky{ )
Chief Counsel
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