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Trico Ele ctric Coope ra tive , Inc. ("Trico") file d this  ra te  ca se  to a ddre ss  ra pidly incre a s ing

ine quitie s  a s  to who pa ys  for cos t of the  grid us e d by a ll of its  Me mbe rs . The s e  ine quitie s  a re

prima rily the  re s ult of a n e s ca la ting cos t-s hift a s s ocia te d with the  e xplos ive  growth of rooftop

dis tribute d ge ne ra tion ("DG") in Trico's  s e rvice  a re a . Unde r Trico's  curre nt ra te  s tructure , the

fixe d cos ts  of building, ma inta ining a nd fina ncing the  e le ctric grid a re  re cove re d through the

Coope ra tive 's  volume tric e ne rgy ra te . Whe n Trico Me mbe rs  both offse t the ir e ne rgy usa ge  with

DG and se ll excess  energy genera ted by the ir DG systems a t the  full re ta il energy ra te , it has  e ffect

of shifting those  fixe d grid cos ts  to Trico's  non-DG Me mbe rs . At the  s ta rt of the  te s t ye a r in this

docke t (Ja nua ry l, 2014), a pproxima te ly one  pe rce nt of Trico's  Me mbe rs  ha d DG sys te ms . As  of

the  da te  of the  he a ring, o ve r fo u r p e rc e n t of Trico 's  me mbe rs  ha d rooftop DG.' Give n the

curre nt ra te  of growth of DG de ployme nt, the  DG pe ne tra tion could e xce e d five  pe rce nt by the

time  of a  de cis ion in this  docke t. The  cos t s hift a t the  time  of the  he a ring wa s  a pproa ching $2

million pe r ye a r (or a lmos t $40 million ove r 20 ye a rs  - which tra ns la te s  into a  cos t shift of a lmos t

$1,000 per Member over those  20 twenty years).2

Trico ha s  be e n a tte mpting to a ddre s s  the  is sue s  re la te d to e xpone ntia l incre a se s  in DG

deployment s ince  February 2015. However, a t tha t time , severa l parties  ins is ted tha t Trico address

the  issue  in a  ra te  case . Now, some sola r advoca tes  asse rt Trico should wait until a  second phase

of this  ra te  case  be fore  any re lie f can be  granted. Given its  pa rticula r circumstances , Trico cannot

wa it. Trico ne e ds  imme dia te  re lie f to a void irre ve rs ible  long-te nn a dve rse  impa cts  to its  non-DG20

2 1

22

23

24

Me mbe rs .

Trico's  Member-e lected Boa rd of Directors  ha s  a  fiducia ry duty to ba lance  the  inte re s ts  of

its  Me mbe rs  a s  a  whole  a nd to  e ns ure  tha t Trico 's  ra te s  a re  fa ir a nd e quita ble  to  a ll of its

Members . Although Trico supports  renewable  re source s , including the  sus ta inable  growth of DG

in its  s e rvice  a re a , Trico's  curre nt ra te  de s ign a nd ne t me te ring is  pla cing undue  burde ns  on its25

26

27 1 Tr. (nitido) a t 96.

2 Tr. (nitido) a t 96-97.

1



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

non-DG m e m be rs  a nd is  not s us ta ina b le  in the  long  run. Curre ntly, DG Me m be rs  a re  a voiding

pa ying , on a ve ra ge , a lm os t $90 pe r m onth in fixe d cos ts  of s e rvice .3 Othe r non-DG Me m be rs

ultima te ly will pa y for thos e  a voide d cos ts  - e ve n though the  DG Me mbe rs  a re  conne cte d to a nd

re ly upon Trico's  grid for s a fe  a nd re lia ble  e le ctric s e rvice . Trico be lieved tha t its  ra te  propos a ls

were  a  proactive  and neces s a ry s tep tha t would lead to more  equitable  and s us ta inable  ra tes  for its

Me m be rs . The s e  propos a ls  s ought to m odify Trico's  ra te  de s ign to: (i) re cove r fixe d grid cos ts

a s s ocia te d with e xis ting  dis tribute d ge ne ra tion within Trico's  s e rvice  te rritory by incre a s ing  the

fixe d m onthly cus tom e r cha rge  a nd de cre a s ing  the  volum e tric  e ne rgy ra te  for a ll m e m be rs , (ii)

be tte r ma tch fixe d cos t re cove ry by cus tome r cla s s  to the  cos t of s e rvice  for tha t cla s s , a nd (iii)

re duce  (but not e lim ina te ) the  fixe d cos t-s hift a nd re s ulta nt s ubs idie s  to m e m be rs  who ins ta ll

rooftop s ola r or othe r DG.

Trico a nd Com m is s ion Utilitie s  Divis ion S ta ff ("S ta ff") ha ve  e nte re d into a  S e ttle m e nt

Agre e me nt (docke te d J uly 8, 2016) ("S e ttle me nt") tha t pa rtia lly mitiga te s  the  cos t s hift a s s ocia te d

with rooftop DG a nd introduce s  a  gra dua l a pproa ch to a chie ving more  e quita ble  ra te s  a nd fixe d

cos t re cove ry. The  S e ttle me nt provide s  s ignifica nt be ne fits  for Trico a nd its  Me mbe rs , including:

16 A mode s t re ve nue  incre a s e  for Trico a nd a  mode s t b ill impa ct (le s s  tha n 2%) for the

17

18 •

ave rage  Trico Member

A cla s s  revenue  a lloca tion tha t moves  ra te s  to leve ls  tha t more  clos e ly re flect the  cla s s

19 cos t of s e rvice .

20

21

22 •

23

24

25

A ra te  des ign tha t will recove r cos ts  in a  manner tha t be tte r re flects  how Trico incurs  its

cos ts  of s e rvice .

Introduction of a  de m a nd-ra te  com pone nt a t $0.00 pe r kW for re s ide ntia l a nd s m a ll

com m e rc ia l Me m b e rs  tha t works  in  conce rt with  a n  e xte ns ive  Me m b e r e duca tion

progra m a nd a llows  for a n e xte nde d pe riod of time  for e duca tion a nd s tudy re ga rding

demand ra te s  without any bill impacts  to Members .

26

27 3 E.g., Tr. (Nitido) at 97, EX. Trico-6 (Testimony of David Hedrick in Support of Settlement Agreement
submitted July 29, 2016 ("Hedrick Testimony") at 13.
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Fre e zing of the  curre nt ne t me te ring ta riff a nd a doption of a  ne w DG Ene rgy Export

Ta riff a pplica ble  to  ne w Me mbe rs  who s ubmit a n inte rconne ction a pplica tion for

dis tributed renewable  ene rgy gene ra tion ("DG") s ta rting June  l, 2016, which mitiga te s

the  los t-fixe d  cos ts  a nd  a  portion  of the  cos t-s h ift p roble ms  for Trico  while  s till

providing a  s ignificant subs idy for new DG Members .

Gra ndfa the ring of the  curre nt ne t me te ring ta riff for Me mbe rs  who ha d submitte d DG

inte rconne ction a pplica tions  on or be fore  Ma y 31, 2016, so the y would re ma in on the
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20

2 1

2 2

23

24

25

26

27

current ne t me te ring ta riff.

Many of the  e lements  of the  Se ttlement a re  uncontes ted. However, the  ra te  design and ne t

me te ring  provis ions  of the  S e ttle me nt a re  be ing  cha lle nge d  prima rily by EFCA, the  tra de

orga niza tion of the  la rge s t ve ndor of rooftop s ola r in Trico's  s e rvice  te rritory, who ha s  a  dire ct

pecunia ry inte re s t in continuing the  DG subs idie s  pa id by Trico Members . In e ffect, the  vendor is

se e king to subs titute  the  opinion of its  outs ide  consulta nt ba se d on ge ne ric cos t da ta  from othe r

14 juris dictions  (not the  ve ndor's  a ctua l cos t da ta ), for the  judgme nt of Trico 's  Me mbe r-e le cte d

Boa rd ba s e d on the ir fiducia ry re s pons ibility a nd knowle dge  of Trico's  Me mbe rs  a nd s e rvice

te rritory, in orde r to pe rpe tua te  the  ra pidly incre a s ing cos t shift a nd re la te d ine quitie s  in Trico's

se rvice  a rea . Contra ry to the  s ola r inte re s ts ' a s s e rtions , the  S e ttle me nt provide s  a  ba la nce d,

forwa rd-looking a pproa ch to a ddre s s ing the  curre nt is s ue s  fa cing Trico a s  we ll a s  the  ra pidly

changing e lectric service  landscape .

For e xa mple , in the  judgme nt of Trico's  Me mbe r Boa rd, (a nd ACC S ta ff), de ma nd ra te s

pre se nt a n importa nt tool tha t could pote ntia lly contribute  to a  long-te rm re solution of the  cos t-

shift a ssocia ted with the  current incentive s  pa id by Trico Members  for DG. To tha t end, the  Trico

Boa rd de te rmine d tha t introduction of the  de ma nd ra te  e le me nt conta ine d in the  S e ttle me nt

provide s  se ve ra l subs ta ntia l be ne fits . Firs t, it provide s  Trico with a n importa nt tool to e ffe ctive ly

s tudy a nd e duca te  its  Me mbe rs  be fore  a n a ctua l de ma nd cha rge  would be  impos e d. De ma nd

informa tion would be  include d in  Trico 's  billing s ys te m a nd would be  a va ila ble  for Me mbe r

review prior to the  next Trico ra te  case , which is  the  ea rlies t time  an actua l demand charge  may be

3
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3

4

5

im pos e d. S e cond, ha ving a  de ma nd ra te  e le me nt in its  ta riff a llows  Trico to include  de ma nd

informa tion on a  Me mbe r bill in a  ma nne r tha t re fle cts  how de ma nd cha rge s  ma y ultima te ly be

a s s e s s e d. Third, the  de ma nd ra te  e le me nt pe rmits  Trico to a ccura te ly colle ct, tra ck a nd a na lyze

Me mbe r de ma nd, which will a llow Trico to de te rmine  wha t is  the  be s t wa y to s tructure  future

de ma nd cha rge s , if a t a ll. It is  difficult to unde rs ta nd the  oppos ition of a  s ola r ve ndor to s uch a n

6 assessment, absent a  financia l motive .

7

8

9

10

11

12

Fina lly, the  S e ttle me nt provide s  fa ir a nd re a s ona ble  compe ns a tion for e xce s s  DG e ne rgy

tha t is  exported to the  Trico grid. The  propos ed Energy Export Ra te  of 7.7 cents  provides  new DG

Members  with compens a tion tha t re flects  the exis ting fixed cos ts  of transmis s ion and genera tion -

not s ome  much s ma lle r s pe cula tive  future  be ne fit - a s  we ll a s  the  a voide d va ria ble  cos t of

ge ne ra tion. Due  to Trico's  compa ra bility highe r ra te s , the  e xport ra te  (whe n combine d with the

re ta il offs e t for DG e ne rgy us e d ons ite ) will s till provide  Trico Me mbe rs  with a  s horte r pa yba ck

13 pe riod than currently exis ts  a cros s  the  road in TEP 's  s e rvice  a rea  unde r full re ta il ne t me te ring. It

14

15

16

17

18

19

20

is  the re fore  difficult to difficult to unde rs ta nd oppos ition to the  propos a l from s ola r ve ndors  doing

bus ines s  in TEP 's  s e rvice  te rritory, pa rticula rly when the  vendors  have  not provided the ir own cos t

da ta  in the  record. In any cas e , the  Se ttlement would provide  a  benefit tha t is  higher than wha t the

solar interes ts  assert is  the  typical lease  ra te .

Trico be lieves  tha t the  Se ttlement with S ta ff ba lances  the  re s pective  inte re s ts  in the  ca s e

and presents  a  proactive , crea tive  and comprehens ive  agreement tha t addres ses  the  critica l is sues

facing Trico in a  fa ir and equitable  manne r. The  Se ttlement is  in the  public inte re s t and s hould be

21 approved.

22

23

24

25

26

27
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1 Dis_qussion_

2 A. Background.

3

4

5

Trico is  non-profit rura l e le ctric coope ra tive . It s e rve s  a pproxima te ly 39,000 Me mbe rs

loca te d within the  "rura l ring" a round me tropolita n Tucs on. It provide s  dis tribution s e rvice s

only.4 Trico is  run by a  s e ve n-Me mbe r Boa rd of Dire ctors . Trico's  Me mbe rs  e le ct the  Boa rd of

6 Dire ctors who a re  a ls o Me mbe rs . Thus , Trico, a s  a  Me mbe r-owne d a nd Me mbe r-gove rne d

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

coopera tive , is  subs tantia lly diffe rent than an inves tor-owned utility. The  Member-cus tomers  have

a  direct say in how the  coope ra tive  is  Mn. Essentia lly, Trico is  gove rned by a  boa rd of consumer

advoca te s .5 Trico ha s  a  fiducia ry duty to ensure  jus t and rea sonable  ra te  for a ll its  Members . As

Mr. Vince nt Nitido indica te d, his  role  is  to ma na ge  Trico's  ope ra tions  for the  be ne fit of a ll of its

Members . This  is  a lso the  case  for each of the  seven-e lected Members  who se rve  on the  Board of

Directors , a ll a re  charged with opera ting Trico for the  benefit of its  membership as  a  whole .6

Trico owns  no ge ne ra tion e xce pt for a  1.750 me ga wa tt (MW) die se l ge ne ra tor use d for

backup purposes , and a  0.227 MW sola r facility used for its  SunWatts  Sun Fans  community sola r

progra m. The  S unWa tts  S un Fa rm progra m is  pa rt of Trico's  robus t re ne wa ble  e ne rgy pla n tha t

ha s  e xce e de d the  Commis s ion's  re ne wa ble  e ne rgy s ta nda rd for dis tribute d re ne wa ble  e ne rgy

ge ne ra tion ("DG"). In fa ct, Trico ha s  won se ve ra l a wa rds  for its  re ne wa ble  e ne rgy progra ms .7 It

has  done  so with a  small s ta ff.1 8

1 9

20

2 1

22

Trico ha s  a  re la tive ly high cos t of s e rvice  pe r Me mbe r-cus tome r, compa re d to Arizona 's

inves tor-owned utilitie s . This  is  because  it se rve s  a  predominantly rura l, la rge ly re s identia l (95%)

cus tome r ba se  a cros s  a  la rge  se rvice  te rritory.8 As  Mr. Nitido e xpla ine d, the  mis s ion of e le ctric

coopera tives  continues to be  to provide  re liable  power a t an a ffordable  cost to a reas  tha t cannot be

23

24

25

26

27

4 Ex. Trico-5 (Reply Testimony of Vincent Nitido in Support of Settlement Agreement submitted August

5 EX. Trico-5 (Nitido Reply) at 4-5 .
15 Ex. Trico-l (Application) - Direct Testimony of Vincent Nitido at 1-2.
7 See Ex. Trico-l (Application) - Direct Testimony of Vin Nitido at 5, 10, Tr. (Nitido) at 104-05.
8 Ex. Trico-4 (Testimony of Vincent Nitido In Support of Settlement Agreement submitted July 29, 2016
("Nitido Testimony")) a t 2.
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1

2

s e rve d e conomica lly by inve s tor-owne d utilitie s . In  fa c t, while  Tucs on Ele c tric  P owe r Compa ny

("TEP ") a nd Arizona  P ublic  S e rvice  Compa ny ("AP S ") s e rve  be twe e n 60 a nd 100 cus tome rs  pe r

3 Me m b e r-c u s to m e rs  p e r m ile  o f

4

m ile  o f d is trib u t io n  lin e ,  Tric o  s e rv e s  a p p ro xim a te ly 1 0

dis tribu tion  line .9  In  o the r words , Trico 's  cus tome r de ns ity is  low compa re d  to  inve s tor-owne d

5 utilitie s  in the  s ta te . This  re s ults  in s ignifica ntly highe r inve s tme nt pe r cus tome r a nd highe r fixe d

cus tome r cos ts .l06

7 1.

8

Trico is facing a critical problem that needs to be addressed now.

Rooftop DG is growing rapidly in Trico's service area.a.

9

10

11

12

13

14

The  prima ry re a s on Trico ma de  this  filing is  not to  a ddre s s  re ve nue  de fic ie ncy, ra the r, it

wa s  to  a ddre s s  the  s ys te mic  proble ms  with  curre nt ra te  de s ign a nd ne t me te ring re s ulting in  a n

incre a s ing cos t s hift a nd los t-fixe d cos t re cove ry.ll While  the s e  a re  not proble ms  unique  to Trico,

the y a re  more  pronounce d for Trico. Trico mus t a ddre s s  the s e  is s ue s  due  to the  unpre ce de nte d a nd

dis proportiona te ly la rge  flood of a pplica tions  for re s ide ntia l rooftop DG inte rconne ctions .12 The

numbe r of DG a pplica tions  Trico ha s  re ce ive d in re ce nt ye a rs  ha s  s kyrocke te d:

15

1 6

1 7

18

19

20

551 inte rconne cte d s ys te ms  a t the  s ta rt of 2014,

1,262 s ys te ms  a s  of Fe brua ry 28, 2015 (a n incre a s e  of 771 .- including 114 a pplica tions

in De ce mbe r 2014, 74 in J a nua ry 2015, a nd 174 in Fe brua ry 2015);

1,621 s ys te ms  a s  of Ma y 31, 2016 (a n incre a s e  of 359),

Approxima te ly 1,700 DG Me mbe rs  a s  of J uly 2016, this  re pre s e nts  ove r four pe rce n t

of Trico's  tota l me mbe rs hip.13

21

22

To  p u t th is  in  c o n te xt,  p rio r to  2 0 1 4 ,  Tric o  re c e ive d  a b o u t 1 0  re s id e n tia l s o la r DG

a pplica tions  e a ch  month  o r a bou t 120  fo r the  ye a r.  Trico  ha d  a  re cord  ye a r in  2013 , with  160

23

24

25

26

27

9 Ex. Trico-1 (Applica tion) -- Direct Tes timony of Vincent Nitido a t 6-7.

10 EX. Trico-6 (Hedrick Tes timony) at 5.

11 See  Ex. Trico-l (Applica tion) - Direct Tes timony of Vincent Nitido a t 8, 10, 12-13.

12 Ex. Trico-5 (Nitido Reply) a t 3.

13 See  Ex. Trico-1 (Applica tion) - Direct Tes timony of Vincent Nitido a t ll, Ex. Trico-4 (Nitido
Tes timony) a t 3, Ex. Trico-5 (Nitido Reply) a t 7, 15.
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Trico DG Application History
2016 (as of August 25, 2016) and Forecast in Orange
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1

2

3
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6

7

8

applica tions  which was  its  highes t s ince  the  inception of the  Trico renewable  program in 2005.14

S ta rting in a bout the  middle  of 2014, Trico s a w a  dra ma tic incre a s e  in  re s ide ntia l s ola r DG

applica tions , which has  continued with applica tions  three  to five  times  more  pe r month than Trico

ha s  e ve r e xpe rie nce d.15 Ironica lly Trico's  up-front ince ntive s  ha d re duce d ove r the  s a me  time

from a n a ve ra ge  of $15,000 upfront pe r DG Me mbe r to ze ro by the  s ta rt of 2014.16 The  cha rt

be low provides  the  actua l his tory of re s identia l sola r DG applica tions  by yea r with the  forecas t for

the  end of 2016 (in red) based on the  average  monthly applica tions  rece ived in 2016 a t the  time  of

the  hearing.l7

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

The  dramatic increase  in applica tions  began in July of 2014 with 59 applica tions  rece ived.

In De ce mbe r of 2014, Trico re ce ive d 114 a pplica tions , which corre s ponds  to a n e ntire  ye a r of

24

25

26

27

14 Ex. Trico-4 (Nitido Testimony) at 3.
15 See Ex. Trico-4 (Nitido Testimony) at 3.
16 See EX. S-1 (Trico Response to STF l0.4).
17 See Ex. S-1 (Trico Response to STF 10.4), Ex. Trico-4 (Nitido Testimony) at 3, EX. Trico-1
(Application) - Direct Testimony of Karen Cithers at 14-15.
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1 a pplica tions  in a  s ingle  rnonth.18 Trico e nde d the  ye a r with 465 a pplica tions  for 2014 (a lmos t

three  times  more  than 2013 or a  300% increa se ).l9 In orde r to addre ss  the  e sca la ting cos t shifts2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

occurring a s  a  re sult of this  incre a se , on Fe brua ry 26, 2015, Trico file d with the  Commiss ion a n

a pplica tion to  modify its  Ne t Me te ring Ta riff." Trico provide d notice  to  its  Me mbe rs  a nd the

s ola r contra ctors , doing bus ine s s  in Trico 's  s e rvice  a re a , tha t Trico 's  a pplica tion re que s te d

Commiss ion approva l to grandfa the r current Ne t Me te ring Members  on the  exis ting Ne t Me te ring

Ta riff for those  with a pplica tions  re ce ive d a s  of Fe brua ry 28, 2015.21 In two da ys  following the

notice , Trico re ce ive d 99 a pplica tions . S ta rting in Ma rch of 2015, S ola r City (Trico's  la rge s t

s o la r con tra cto r fo r le a s e d  s ys te ms ) s toppe d  do ing  bus ine s s  in  Trico 's  s e rvice  a re a  a nd

correspondingly Trico's  applica tions  re turned to a  more  norma l leve l of about 10-15 pe r month.23

Eve n with the  S ola r City re duction in 2015, Trico e nde d the  ye a r with 404 a pplica tions , which is

ove r 2.5 time s  wha t Trico re ce ive d in 2013.24 In De ce mbe r of 2015, S ola r City be ga n doing

business  aga in in Trico's  se rvice  a rea  and applica tions  increased to four times the  normal leve1.25

This  incre a s e d le ve l of a pplica tions  ha s  continue d throughout 2016 a nd Trico is  on tra ck for

another record year for sola r DG applica tions  (506 applica tions  for 2016 if applica tions  continue  a t

the  current ra te ).

Trico's  tota l DG Me mbe rs  now e xce e d 1,800, which corre sponds  to ove r 4.5% of Trico's

a pproxima te ly 40,000 Me mbe rs , a nd continue s  to incre a s e . If Trico  doe s  no t a dd  a nothe r

re s identia l DG Member in its  se rvice  a rea , it will s till exceed the  2025 re s identia l DG requirement

in the  Commis s ions  RES T rule s  for inve s tor owne d utilitie s  e ve n though coope ra tive s  s uch a s20

2 1

2 2

23

24

25

26

27

18 Ex. Trico-4 (Nitido Dire ct) a t 3 .

19 Ex. S -l ((Trico Re s pons e  to  S TF l2 .4).

20 S e e  Docke t No. E-0146lA-15-0057.

21  S e e  Applica tion  (Docke t No. E-0146lA-15-0057) a t 7 .

22 Ex. Trico-5 O\Iitido Re ply) a t 14, EX. Trico-l (Applica tion) - Dire c t Te s timony of Ka re n Cithe rs  a t 14-
15.

23 Ex. Trico-5 (niti<10 Re ply) a t 14.

24 S e e  Ex. s -1 (Trico Re sponse  to S TD 10.4).

25 Ex. Trico-5 (Nitido Re ply) a t 14.
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1

2

Trico a re  not subje ct to those  re quire me nts . In fa ct, Trico is  curre ntly e xce e ding the  2016 REST

tota l requirements  for inves tor owned utilitie s  with DG a lone  (without any utility sca le ).26

3 b. The Cost Shift to non-DG Members is growing rapidly.

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

The  cumula tive  impa ct of this  ra pid incre a s e  in DG s ys te m inte rconne ctions  wa s  not

anticipa ted a fte r Trico's  la s t ra te  case  in 2009.27 Consequently, non-DG Members  a re  subsidizing

DG Me mbe rs  a t $89.91 pe r month in fixe d grid cos ts  -- re sulting in a n a nnua l subs idy of $1.749

millio n  a s  o f Ma y 3 1 ,  2 0 1 6  a n d  $ 3 5  millio n  o ve r th e  life  o f th e  cu rre n t in te rco n n e c tio n

agreements. Thos e  numbe rs  a re  not s ta tic a nd the y will grow if not a ddre s s e d." Mr. Nitido

d is cus s e d  during  the  e vide n tia ry he a ring  how ha lf o f the  los t-fixe d  cos ts  due  to  DG, the

dis tribution costs , a re  not recovered ...- while  the  los t genera tion and transmission costs  a re  shifted

to  non -DG Me mbe rs  th rough  Trico 's  Who le s a le  P owe r Cos t Ad jus to r ("WP CA").30  The

unre cove re d fixe d dis tribution cos ts  re duce  Trico's  ma rgins  a nd lowe rs  a lloca tion to Me mbe r

capita l accounts.31 Eve n s o , Trico 's  ch ie f conce rn  is  with  the  cos t s h ift." Tha t cos t s h ift is

continuing to e sca la te  a t an a la rming ra te , and is  not sus ta inable  under Trico's  current ra te  des ign

a nd ne t me te ring ta riff. Eve n  a t th is  po in t, Trico  will be  locking  in  a  cos t s h ift to  non-DG

Members  of a lmost $2 million per year for the  next 20 years  due  to grandfa thering.

Importa ntly, Trico mus t continue  to provide  the  s a me  le ve l a nd qua lity of s e rvice  to DG

Members  a fte r they ins ta ll rooftop sola r sys tems . Trico incurs  the  same  grid cos ts  to se rve  the se

Me mbe rs , in fa ct, Trico ha s  a lre a dy incurre d the s e  cos ts . But the  curre nt ra te  de s ign a nd ne t

me te ring ta riff pre ve nt Trico from re cove ring the se  grid cos ts  from DG Me mbe rs . As  the  numbe r

of DG Me mbe rs  incre a s e s , the  a mount of the  los t-fixe d cos ts  a nd cos ts  s hifte d to  non-DG2 1

2 2

23

24

25

26

27

26 Tr. (Nitido) at 103-04.
27 Decision No. 71230 (August 6, 2009) (using a test-year ending December 31, 2007).
28Ex. Trico~4 (Nitido Testimony) at 3, Ex. Trico-5 (Nitido Reply) at 9-10.
29 Tr. (nitido) at 96-97.
30 Tr. (Nitido) at lOl-02, see also Ex. Trico-1 (Application) - Direct Testimony of Karen Cathers at 16.
31 Tr. (nirid0) at 144-45.
32 Tr. (Nitido) at 283 _
33 Ex. Trico-5 (Nitido Reply) at 7.
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11

12

13
,,36

1 4 The Settlement begins to address the DG issue.

15

16

17

18

19

20

21

22

23

24

25

Me mbe rs  will grow.34 Unlike  e ne rgy e ffic ie ncy, DG is  a n inte rm itte nt re s ource , a nd doe s  not

re duce  pe a k de ma nd or the  ne e d for fa cilitie s  to me e t tha t pe a k. DG a ls o puts  s tre s s  on Trico's

dis tribution s ys tem. For example , Trico has  had to upgrade  trans fonne r s ize s  to accommoda te  DG

systems.35 Trico's  Me m be r-e le cte d Boa rd of Dire ctors  be lie ve s  tha t pa rtia lly re ducing  the  ne t

m e te ring  s ubs idy to DG Me m be rs  on a  going  forwa rd ba s is  is  a  fa ir a nd e quita b le  s te p  towa rd

m itiga ting  the  cos t s hift inhe re nt in the  curre nt ra te , while  continuing  to s upport the  g rowth of

s ola r re s ources  in the  Coopera tive 's  s e rvice  te rritory.

S ta ff acknowledges  the  problems  tha t Trico is  facing rega rding los t-fixed cos t recove ry and

the  cos t s hift to non-DG Me mbe rs . As  S ta ff witne s s  Te rri Ford s ta te d in pre -file d te s timony tha t

"the  recent e s ca la tion in the  number of applica tions  to inte rconnect rooftop s ola r DG unde r Trico's

ne t m e te ring  ta riff ha s  re s ulte d in s ignifica nt e ros ion of the  Coope ra tive 's  a b ility to re cove r the

fixe d cos ts  of providing e le ctric s e rvice  to its  me mbe rs , a nd the  ine quitie s  a mong its  Me mbe rs  in

the  payment of thos e  fixed cos ts .

2 .

The  Se ttlement repre s ents  a  ba lancing of many inte re s ts  in addre s s ing the  DG is s ues . The

S e ttle me nt introduce s  a  ne w DG Ene rgy Export Ta riff tha t will only a pply to thos e  DG Me mbe rs

who s ubmit DG inte rconne ction a pplica tions  a fte r Ma y 31, 2016, a nd only a fte r the  e ffective  da te

of a  Com m is s ion de cis ion in this  ca s e . Both the  g ra ndfa the ring  da te  a nd the  ne w DG Export

Ene rgy Ta riff a re  ne ce s s a ry to re duce  the  cos t-s hift now. The  e xport cre dit for e xce s s  e ne rgy of

$0.0770 pe r kph is  s till s ignifica ntly highe r tha n Trico 's  a voide d cos t, a nd is  the  e quiva le nt of

Trico's  powe r s upply portion (including tra ns mis s ion) of the  e ne rgy cha rge  for the  firs t tie r of the

propos e d re s ide ntia l ra te  s che dule . All e ne rgy cons ume d on-s ite  by a  DG Me mbe r from the  DG

s ys te m will continue  to be  offs e t a t the  full re ta il ra te . The  e xport cre dit (whe n combine d with the

re ta il offs e t for DG e ne rgy us e d ons ite ) provide s  Trico Me m be rs  with a  s horte r pa yba ck pe riod

tha t curre ntly e xis ts  a cros s  the  roa d in TEP 's  s e rvice  a re a  unde r full re ta il ne t m e te ring . It will

26

27

34 Ex. Trico-1 (Application) - Direct Tes timony of Vincent Nitido at 16-18.

35 Tr. (Cithers) at 747-48.

36 See Ex. S-19 (Ford Direct Testimony) at 14.

1 0



1

2

3

4

5

6

7

8

9

10

11

12

13

a ls o provide  a  be ne fit tha t is  highe r tha n wha t EFCA a s s e rts  is  the  typica l le a s e  ra te . Furthe r,

S ta ff"s  a na lys is  s hows  tha t DG is  s till a  worthwhile  inve s tme nt for Me mbe rs  unde r the  te rms  of

the  S e ttle me nt.

The  S e ttle me nt a ls o introduce s  the  conce pt of a  de ma nd ra te  in orde r to a s s e s s  the  pote ntia l

of de ma nd ra te s  to a ddre s s  the  cos t s hifts  inhe re nt in the  curre nt ra te  de s ign, the re by e ncoura ging

furthe r de ve lopme nt of re ne wa ble  re s ource s , de ma nd s ide  ma na ge me nt a nd e ne rgy e ffic ie ncy

te chnologie s . Be c a u s e  th e  d e m a n d  ra te  c o m p o n e n t will b e  s e t a t $ 0 .0 0  p e r kw, th e re  is  n o

e conomic  impa c t to  Trico  Me mbe rs . But the  de ma nd ra te  compone nt will a llow Trico  to  co lle c t

de ma nd  in forma tion  from Me mbe rs  a nd  provide  Me mbe rs  with  in forma tion  re ga rd ing  de ma nd

ra te s  a nd how to  u tilize  the m to  minimize  e le c tric  b ills . Tha t me a s ure  will be  in  conce rt with  a n

e xte ns ive  e duca tion progra m, a s  we ll a s  a dditiona l de ma nd-re duction progra ms . The  incre a s e d

ba s ic  s e rvice  cha rge  s e t forth  in  the  S e ttle me nt is  more  re fle c tive  of the  fixe d  cus tome r cos ts

neces s a ry to s e rve  thos e  Members .

1 4

1 5 B. The Settlement Agreement.

1 6 The  S e ttle me nt include s  the  following provis ions :

1 7

1 8

A mode s t re ve nue  incre a s e  which include s  the  inclus ion of dire ct a s s ignme nt fa cilitie s

a cquire d from Arizona  Ele ctric  P owe r Coope ra tive  (AEP CO) in ra te  ba s e .

A c la s s  re ve nue  a lloca tion tha t move s  ra te s  to  le ve ls  tha t more  c los e ly re fle c t c la s s19

20 cost.

21

22

An upda te  of Trico's  ba s e  cos t of powe r a nd a me ndme nt of its  Whole s a le  P owe r Cos t

Adjus te r (WP CA) (a nd a doption of a  re la te d pla n of a dminis tra tion) to provide  for the

23

24

25

26

37 See Ex. EFCA-10 (Direct Rate  Des ign Tes timony of William Monsen) a t 15, Tr. (Monsen) a t 852-53.

38 See Ex. S-13 (Liu Settlement Tes timony) a t 9-10, Tr. (Liu) a t 643-46 (indicating that Staff's  analys is  is
based on reasonable assumptions  including the costs  of DG ins tallation in and around Trico's  service
te rritory.)27
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20

2 1

2 2

colle ction of fixe d DG cos ts  re la te d to ge ne ra tion a nd tra ns mis s ion from non-DG

Me mbe rs .

A ra te  design tha t will recover costs  in a  manner tha t be tte r re flects  how TricO incurs  its

costs  of se rvice .

Introduction of a  de ma nd-ra te  compone nt a t $0.00 pe r kW for re s ide ntia l a nd s ma ll

comme rcia l Me mbe rs  tha t works  in conce rt with a  s tudy progra m a nd a n e xte ns ive

Member educa tion program which a llows  for an extended pe riod of time  for educa tion

regarding demand ra tes  without any bill impacts  to Members .

An a ggre s s ive  Me mbe r e duca tion progra m de s igne d to be tte r infonn the m of the ir

e lectricity usage  and technology options  ava ilable  to Members , so tha t they can be tte r

Fre e zing of the  curre nt ne t me te ring ta riff a nd a doption of a  ne w DG Ene rgy Export

Ta riff a pplica ble  to  ne w Me mbe rs  who s ubmit a n inte rconne ction a pplica tion for

dis tributed renewable  ene rgy gene ra tion ("DG") s ta rting June  l, 2016, which mitiga te s

the  los t-fixed cos ts  and cos t-shift problems for Trico.

Gra ndfa the ring of the  curre nt ne t me te ring ta riff for Me mbe rs  who ha d submitte d DG

inte rconne ction a pplica tions  on or be fore  Ma y 31, 2016, so the y would re ma in on the

current ne t me te ring ta riff.

Additiona l demand-reduction programs for the  bene fit of Trico Members .

Agre e me nt tha t Trico's  ne xt ra te  ca s e  will re fle ct a  te s t ye a r no e a rlie r tha n the  12-

month period ending June  30, 2018.

A modifica tion of Trico's  Rule s , Re gula tions  a nd Line  Exte ns ion P olicy to provide  a

modest a llowance  for line  extensions .23

24

25

26

27

Severa l of the  Se ttlement provis ions  a re  not contes ted, including the  revenue  requirement,

the  acquis ition and inclus ion of direct a ss ignment facilitie s  AEPCO in ra te  base , the  modified Line

Exte ns ion  P o licy a nd  the  re s e t o f the  WP CA (a nd  re la te d  a dop tion  o f a  WP CA P la n  o f

Adminis tra tion).

1 2
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1

2
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4
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6

7

The  conte s te d provis ions  of the  S e ttle m e nt re volve d prim a rily a round ra te  de s ign a nd ne t

me te ring is s ue s . Howe ve r, the s e  provis ions  of the  S e ttle me nt provide  a  fa ir, e quita ble  a nd gra dua l

wa y to  a ddre s s  the  c ritica l is s ue s  tha t Trico  fa ce s .  The  ra te  de s ign a nd ne t m e te ring provis ions

b e g in  to  m it ig a te  b o th  th e  s u b s id ie s  to  DG  Me m b e rs  a n d  th e  re la te d  c o s t  s h ift  to  n o n -DG

Me m be rs . The  ra te  de s ign a ls o be gins  the  proce s s  of e duca ting Me m be rs  a bout de m a nd ra te s .

Ultim a te ly,  d e m a n d  ra te s  m a y p ro v id e  Tric o  with  a n  im p o rta n t to o l to  a d d re s s  th e  e v o lv in g

e le ctric se rvice  la ndsca pe  a nd it is  ne ce ssa ry to be gin the  e duca tion a nd a na lys is  now.

8 1. Overview of Uncontested Settlement Provisions.

9 a. Revenue Requirement.

10

11

12

13

14

15

16

17

18

19

20

2 1

22

Artic le  II of the  S e ttle me nt indica te s  tha t Trico will re ce ive  a  $2,282,076 re ve nue  incre a s e

(a p p ro xim a te ly 2 .6 1 %  o v e r a d ju s te d  2 0 1 4  te s t-ye a r re v e n u e s ).  Th is  re fle c ts  a  to ta l re v e n u e

re quire m e nt of $899762,812 from  $87,480,736.39 The  S e ttle m e nt re ve nue  incre a s e  re fle c ts  a n

incre a se  in ra te  ca se  e xpe nse  ove r the  a mount origina lly re que s te d -.- from $150,000 to $450,00040

- a m ortize d ove r thre e  ye a rs .  This  incre a s e  in  e xpe ns e  re s ults  from  the  e xte ns ive  dis cove ry a nd

four da ys  of e vide ntia ry he a rings  in this  m a tte r.41 S ta ff ve rifie d tha t Trico ha d incurre d $400,000

in invoice s  through J une  30, 2016 a nd tha t a n a dditiona l $50,000 in a ctua l ra te  e xpe nse  is  like ly.42

The  S e ttle m e nt re fle cts  a  Fa ir Va lue  Ra te  Ba s e  ("FVRB") of $l75,076,536, which include s

dire ct a s s ignme nt fa cilitie s  ("DAFs ") tha t Trico ha s  a gre e d to purcha s e  from AEP CO.43 The  cos ts

re la tin g  to  th e  DAF s  we re  d ire c tly a s s ig n e d  b y AE P C O  to  Tric o  b e c a u s e  th e y a re  u tiliz e d  to

provide  s e rv ice  only to  Trico .44 Thos e  cos ts  we re  p re v ious ly re cove re d  by Trico  th rough  the

WP CA. Accordingly,  the re  is  a  corre s ponding a djus tm e nt to  re m ove  cos ts  from  the  WP CA once

the  fa cilitie s  a re  a cquire d by Trico.45 This  include s  a cquis ition of a ll or pa rt of e ight tra ns m is s ion

23

24

25

26

27

39 See Ex. Trico-3 (Settlement) at Section 2.1 , Ex. Trico-6 (Hedrick Testimony) at 2.

40 Ex. Trico-3 (Settlement) at Section 2.2.

41 Ex Trico-5 (Nitido Reply) a t 26.

42 Ex. S-8 (Paladino Settlement Reply Testimony) at 5.

43 Ex. Trico-3 (Settlement) at Section 2.3 .

44 See  Ex. Trico-l (Applica tion) - Direct Testimony of Vincent Nitido a t 4-6, and Karen Cathers a t 2, 5-6.

45 See  EX. Trico-l (Applica tion) - Direct Testimony of Vincent Nitido a t 4-6, and Karen Cathers a t 2, 5-6.
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ll I'll

1

2 1,

3

4

subs ta tion de live ry point facilitie s  with a  tota l approxima te  ne t book va lue  equa ling $7,825,000 as

of January 2017. Trico will recove r ca rrying cos ts  through base  ra te s  a t an approxima te  cos t of

$7,824,000, re sulting in a  ne t reduction of $163,418 in ope ra ting expenses  - due  to lower inte res t

ra tes  and margin requirements , a s  compared to those  included in the  exis ting lease  a rrangements

with AEPCQ465

6 b. Bas e  Power Ra te  and  WPCA.

7

8

9

1 0

11

1 2

1 3

Article  IV of the  S e ttle me nt incorpora te s  Trico's  ne w ba se  cos t of powe r of $0.08l7ll pe r

kph, which is  be ing re se t to (1) include  the  curre nt cos t for whole sa le  powe r a nd tra nsmiss ion in

Trico's  base  ra tes , (2) incorpora te  the  small reduction in ra tes  due  to the  DAFs acquis ition, and (3)

re fle ct re cove ry of the  tota l a djus te d purcha s e d powe r cos t. Trico is  a ls o a dopting a  pla n of

a dminis tra tion for its  wpcA.'" The  pla n of a dminis tra tion include s recovery of the cost of excess

e ne rgy procure d by Trico unde r the  Ne t Me te ring a nd DG Ene rgy Export Ta riffs , in orde r to

provide  Trico with a  re cove ry me cha nism for a  portion of the  DG Ene rgy a ssocia te d fixe d cos ts ,

s imila r to the  los t fixed cos t recovery adjus tors  utilized by the  inves tor owned utilitie s  in the  s ta te .1 4

1 5 c. Rules  and Regula tions /Line  Extens ion Policy.

1 6

1 7

1 8

1 9

20

2 1

2 2

The  S e ttle me nt a lso modifie s  Trico's  re vise d Rule s  a nd Re gula tions  a nd Line  Exte ns ion

Policy. This  include s  re ins ta ting a  line  e xte ns ion a llowa nce  up to $l,500, plus  the  cos t of spe cia l

equipment (transformer and mete r tha t averages  approximate ly $500).48 Mr. Nitido described why

res tora tion of an a llowance  was  appropria te  for Trico, given tha t conditions  a re  diffe rent than wha t

exis ted in 2008, when the  previous  a llowance  was  te rmina ted. Given the  s lower growth in recent

ye a rs , a  mode s t a llowa nce  is  a ppropria te .49 The s e  ne w conne ctions  be ne fit Trico a nd its

Members .50 New Members  tha t hook up will be  paying utility ra te s  and contribute  to the  ca rrying

cos ts  of the  line  e xte ns ion a s  we ll a s  the  e xis ting a nd ne w s ys te m grid re la te d cos ts .51 The23

24

25

26

27

46 See Ex. Trico-1 (Application) -- Direct Testimony of Vincent Nitido at 4-6, and Karen Cathers at 2.
47 Ex. Trico-3 (Settlement) at Sections 4.1, 4.2, 4.3 and Attachment B.
48 See Ex. Trico-3 (Settlement) at Section 13.4, and Attachment D.
49 Ex. Trico-1 (Application) -- Direct Testimony of Vincent Nitido at 3, 24-25, Tr. (Nitido) at 149.
50 Ex. Trico-1 (Application) - Direct Testimony of Karen Cathers at 24.
51 Tr. (nitid0) at 152.

1 4
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1

2

3

4

5

ma ximum inve s tme nt s upporte d by the  propos e d re s ide ntia l ra te  for the  a ve ra ge  cus tome r is

$2,833, ba s e d on the  a nnua l propos e d dis tribution wire s  re ve nue  produce d for the  a ve ra ge

cons umption cons ume r minus  the  cos ts  of providing s e rvice  ide ntifie d in the  COS . Ba s e d on

his torica l da ta , Trico's  ave rage  cons truction cos t for a  new res identia l connect is  le ss  than $1,400

pe r conne ct.52 This  is  cons ide ra bly lowe r tha n the  ma rgin Trico re ce ive s  from the  ne w Me mbe r-

6 cus tome r of $2,833. Be ca use  it is  a  fixe d dolla r a mount, the  a llowa nce  Trico ma ke s  doe s  not

7

8

9

10

11

increa se  if equipment cos ts  for new extens ions  go up.53 The  leve l of a llowance  was  ba sed on a

common utility ca lcula tion re fle ctive  of the  ave rage  cus tomer ba sed on the  life  of the  load ove r a

ce rta in pe riod in time  based on reasonable  a ssumptions .54 S ta ff witnesses  Rane lle  Pa ladino and

Te rri Ford a gre e d tha t re ins ta ting a  mode s t a llowa nce  in the  line  e xte ns ion policy be ne fits  Trico

and a ide  in economic development, while  a lso be ing consis tent with Commission rules .55

12 2. Overview of Contested Settlement Provisions.

13 a. Rate Design.

14

15

16

17

18

19

20

21

Se ction VI of the  Se ttle me nt se ts  forth the  propose d ra te  de s ign. The  s ta nda rd non-TOU

re s ide ntia l ra te  de s ign will be  a  thre e -pa rt ra te  de s ign a nd include : (1) a  $24.00 pe r month ba s ic

se rvice  charge , (2) a  24 hour, 7 days  a  week, Member peak demand-ra te  component (se t a t $0.00

pe r kw) with no minimum de ma nd, a nd (3) a n e ne rgy cha rge .56 The  re s ide ntia l e ne rgy cha rge

pe r-kWh is  de s igne d to be  a  two-tie r inve rte d block ra te : (1) $0.112930 pe r kph for the  firs t 800

kph pe r month, a nd (2) $0.l22930 pe r kph for e a ch kph ove r 800.57 By compa rison, Trico wa s

origina lly propos ing a  firs t-tie r pe r-kWh ra te  of $0.ll7800 a nd a  s e cond-tie r pe r-kWh ra te  of

$0.127800, with a  $20.00 basic service charge.58

22

23

24

25

26

27

52 Ex. Trico-l (Application) -- Direct Testimony of David Hedrick at 24-25 (and Ex. DWH-9 thereto).
53 Tr. (Cithers) at 750-51.
54 Tr. (Hedrick) at 381-82.
55 See Tr, (Paladino) at 532, Tr. (Ford) at 694-95.
56 See Ex. Trico-3 (Settlement) at Section 6.2.
57 See Ex Trico-3 (Settlement) at Attachment C, page l.
58 See Ex. Trico-l (Application) at Schedule H-3.0, page l of 4.
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1

2

3

4

5

6

The  S e ttle me nt a lso se ts  forth ba s ic s e rvice  cha rge s  for sma ll-comme rcia l cus tome rs  a t

$27.00 (s ingle  phase ) and $35.00 (three  phase ) with a  s ingle  pe r-kWh ene rgy ra te  of $0.126820

pe r kWh.59 By compa rison, Trico origina lly propose d a n e ne rgy ra te  of $0.133700 pe r kph with

basic service charges of $23.00 (single phase) and $31 .00 (three phase).60

Ra te  changes  for othe r cus tomer cla sse s  a re  included in the  Se ttlement a t Attachment C,

including tha t the  two inte rruptible  ra te  s che dule s  will be  combine d into one  inte rruptible  ra te

schedule and frozen.61

DG a nd non-DG Me mbe rs  will be  s e rve d unde r the same ra te  de s ign. The re  is  no DG-

specific ra te  des ign. Moreover, DG Members  will not be  grandfa the red on any exis ting ra te  ta riff.

7

8

9

10

11

b . Ne t Me te rin g .

12

13

14

Article  VIII of the  S e ttle me nt e s ta blis he s  a  ne w DG Ene rgy Export Ta riff to a pply a s  a

ride r only to DG cus tome rs  who submit inte rconne ction a pplica tions  a fte r Ma y 31, 2016, s ta rting

only a fte r the  e ffe ctive  da te  of the  Commis s ion de cis ion in this  docke t. For thos e  "ne w DG

Members" the  export ra te  for ene rgy gene ra ted from the ir sys tems  and de live r back to Trico (i.e .,

the  "e xce s s  e ne rgy") will be  s e t a t $0.0770 pe r kph, a nd a ll e xce s s  e ne rgy from a  ne w DG

Me mbe r will be  cre dite d to the  Me mbe r a t tha t va lue . The  cos t of the  e xce s s  e ne rgy will be

re cove re d through Trico's  WP CA in a ccorda nce  with its  pla n of a dminis tra tion. The re  will be  no

ne tting or ba nking of kph during the  month, ra the r, c re dits  re s ulting from the  e xport ra te  will

carry forward to the  following month if grea te r than the  Member's  monthly bi11.62

More ove r, Article  VII of the  S e ttle me nt fre e ze s  the  e xis ting Ne t Me te ring Ta riff, so tha t it

will be  unava ilable  to Members  whose  DG applica tion was  rece ived a fte r May 31, 2016.

15

16

17

18

19

20

21

22

23

24

25

26

27

59 See Ex. Trico-3 (Settlement) at Sections 6.4 and 6.5, and Attachment C, page 7.
60 See EX. Trico-1 (Application) at Schedule H-3.0, page l of 4.
61 See Ex. Trico-3 (Settlement) at Sections 6.7, 6.8.
62 See Ex. Trico-3 (Settlement) at Sections 8.1 through 8.4.
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1

2

To the  extent a  wa ive r of the  Ne t Me te ring Rule s  is  needed, the  Se ttlement provide s  tha t

S ta ff will support Trico's  request for such a  waiver.63

3 c. Gra n d fa th e r in g .

4

5

6

Artic le  VII indica te s  tha t Trico will fre e ze  the  curre nt ne t me te ring ta riff, s o  tha t it will be

una va ila ble  to Me mbe rs  who s ubmit DG inte rconne ction a pplica tions  a fte r Ma y 31, 2016, a nd tha t

the  ne w DG Export Ene rgy Ta riff will a pply upon the  e ffe c tive  da te  of a  Commis s ion de c is ion in

this  case.647

8

9

10

11

12

13

14

15

16

17

18

Artic le  IX o f th e  S e ttle me n t p ro vid e s  th a t a ll Tric o  DG  Me mb e rs  wh o  a p p ly fo r

inte rconnection on or be fore  May 31, 2016 will be  grandfa the red on the  current ne t me te ring ta riff

a t lea s t until the  Commiss ion issues  a  decis ion in Trico's  next ra te  case . The  expecta tion is  tha t

gra ndfa the ring will continue  for the s e  cus tome rs  for the  re ma ining te rm of the  DG Me mbe r's

inte rconne ction a gre e me nt, or for 20 ye a rs , whiche ve r is  shorte r. Gra ndfa the ring a pplie s  only to

the  sa me  se rvice  loca tion with the  sa me  DG sys te m.65 Gra ndfa the ring a ls o a pplie s  only with

re s pe ct to  the  curre nt ne t me te ring ta riff, a nd S ta ff a nd Trico  a gre e  to  not s upport furthe r

gra ndfa the ring of e xis ting ne t me te ring ta riffs  for DG inte rconne ction a pplica tions  re ce ive d a fte r

Ma y 31, 2016.66 As  S ta ff witne ss  Eric Va n Epps  e xpla ine d during the  e vide ntia ry he a ring, S ta ff

and Trico wanted to avoid crea ting tranches  of diffe rent export credits  for excess  ene rgy from DG

going forward, while  unders tanding tha t such a  decis ion is  ultimate ly up to the  Commission.67

19 d . Fre e zin g  th e  c u rre n t Tim e -o f-Us e  ra te .

20 S e ction 6.3 of the  S e ttle me nt provide s  tha t Trico will fre e ze  the  Ra te  S che dule  RS ZTOU to

pre ve nt a ny a dditiona l re s ide n tia l Me mbe rs  from be ing  a dde d  to  tha t ra te  s che dule . Trico  will21

22

23

24

25

26

27

63 Ex. Trico-3 (S e ttlement) a t S ection 7.3 .

64 Ex. Trico-3 (S e ttlement) a t S ections  7.1 a nd 7.2.

65 Ex. Trico-3 (S e ttlem ent) a t S ection 9.1, s ee  a ls o Ex. Trico-5 (Nitido Reply) a t 15 (recognizing tha t
ne ithe r Trico nor S ta ff ca n bind future  Com m is s ions  through the  S e ttle m e nt).

66 Ex. Trico-3 (S e ttlement) a t S ections  9.2 a nd 9.3 .

67 Tr. (Va n Epos ) a t 572, 588-89.
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1 provide  notice  to its  Me mbe rs  tha t it will propos e  to e limina te  this  ra te  s che dule  in its  ne xt ra te

2

3 e. Return  trip  fee  for re s identia l DG ins pec tions .

4 Section 13.3 of the  Se ttlement provides  tha t Trico will revise  its  inte rconnection agreement

5 for leased and owned systems

6

incorpora ting language  tha t Members  may be  charged a  re turn trip

fee  for a  re turn trip to inspect ins ta lla tions  of DG inte rconnections , where  the  re turn trip is  due  to a

Member or insta lle r issue .697

8

9 c.

10

The Settlement has a modest bill impact, yet establishes a path to adopt important

rate elements that will allow more equitable rates over time.

11 1. The  bill impac t is  modes t.

12

13

1 4

1 5

16

17

1 8

The  S e ttle me nt a ddre s s e s  the  proble ms  Trico is  incurring with the  ra pid growth of DG

ins ta lla tions  in its  s e rvice  te rritory, while  re s ulting in mode s t ra te  impa cts  for the  a ve ra ge -a nd-

me dia n-use  Me mbe r. S pe cifica lly, a  re s ide ntia l Me mbe r us ing  a n  a ve ra ge  of 837 kph will

e xpe rie nce  a n incre a se  of $2.05, a pproxima te ly 1.75-pe rce nt incre a se  ove r curre nt ra te s  - from

$116.84 to $118.89; a  re s ide ntia l Me mbe r us ing the  me dia n a mount of 750 kph will e xpe rie nce

a n incre a s e  of $2.45, a pproxima te ly 2.31-pe rce nt incre a s e  ove r curre nt ra te s  from $106.25 to

$108.70. This  equates to an increase  of less  than 0.25 percent over the  past seven years , s ince  the

last Trico ra te  decision in 2009.701 9

20 2. Th e  S e tt le m e n t d o e s  n o t h a ve  d is p ro p o rtio n a te  im p a c ts  o n  lo w-in c o m e

21

22

Members.

23

24

25

While  Trico doe s  not ha ve  or ma inta in da ta  re la ting to the  income  of its  me mbe rs , the

Coope ra tive  doe s  coordina te  with its  low-income  me mbe rs  to obta in bill pa yme nt a s s is ta nce

through the  Low Income  Home  Ene rgy As s is ta nce  P rogra m (LIHEAP ), a  Fe de ra lly-funde d

progra m or othe r community a s s is ta nce  re la te d progra ms  (including the  P a s cua  Ya qui S ocia l

26

27

68 Ex. Trico-3 (S e ttlement) a t S ection 6.3 .

69 Ex. Trico-3 (S e ttlem ent) a t S ection 13.3.

70 S e e  Ex. Trico-3 (S e ttle m e nt) a t S e ction 3.1, Ex. Trico-4 (Nitido Te s tim ony) a t 12.
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1

2

3

4

5

6

7

8

9

S e rvice s ) tha t he lp low-income  individua ls  a nd hous e holds  with the ir home  e ne rgy bills ." During

the  2014 te s t ye a r, 675 Trico me mbe rs  re ce ive d pa yme nt a s s is ta nce . The  a ve ra ge  monthly kph

us a ge  for thos e  675 me mbe rs  in 2014 wa s  973 kph, which is  highe r tha n the  a ve ra ge  re s ide ntia l

us a ge  of 837  kph pe r month . The  ne t impa ct to the  monthly bill of the  me mbe rs  who re ce ive d

pa yme nt a s s is ta nce  would be  a pproxima te ly $2.26, or 1.65 pe rce nt, which is a  s ma lle r pe rce nta ge

incre a s e  a s  compa re d to the  s ys te m a ve ra ge  for a ll re s ide ntia l me mbe rs  of $2.05, or 1.75 pe rce nt."

Thus , be ca us e  low-income  me mbe rs  in Trico's  s e rvice  a re a  on a ve ra ge  us e  more  e ne rgy tha n the

a ve ra ge  re s ide ntia l me mbe r, the  ove ra ll impa ct of the  S e ttle me nt Agre e me nt on the ir monthly bill

is  lowe r on a  pe rce nta ge  ba s is .

10 3. The monthly customer charge is reasonable and results in more equitable

11 fixed cost recovery.

12

1 3

14

1 5

16

17

18

1 9

20

The  ba s ic s e rvice  cha rge  or cus tome r cha rge  re pre s e nts  a  portion of the  dire ct a cce s s

average  cost to serve a  re s ide ntia l Me mbe r.74 Ba se d on the  cos t of se rvice  s tudy ("COSS") tha t

Trico conducte d a nd tha t S ta ff s upporte d (a nd tha t no othe r pa rty conte s te d), the  cus tome r

component of expense  associa ted with the  dis tribution wires  for the  Residentia l class  is  $31 .83 per

month.75 This  include s  dis tribution cus tome r cos ts  ($l7.20), me te ring ($5.23), me te r re a ding

($0.98), cus tomer records  ($6.33), cus tomer se rvice  ($l.27), and revenue  re la ted ($0.82).76 These

a re  fixed ope ra ting and cus tomer cos ts  tha t do not va ry with power consumption, and re fle ct the

cos t of ha ving the  s e rvice  a va ila ble  be fore  a ny e ne rgy is  a ctua lly s old to the  Me mbe r." S till,

Trico's  propos e d incre a s e  in the  cus tome r cha rge  s e e ks  only to re cove r a pproxima te ly 75% of

these  fixed costs .21

22

23

24

25

26

27

71 Ex. Trico-4 (nitid0 Tes timony) a t 12-13.

72 Ex. Trico-4 (Nitido Tes timony) a t 13.

73 Ex. Trico-4 (Nitido Tes timony) a t 13.

74 Ex. Trico-5 (Nitido Reply) a t 8.

75 Ex. Trico-6 (Hedrick Tes timony) a t 4, Ex. Trico-l (Applica tion) a t Schedule  G-6.0, page  l.

76 EX. Trico-7 (Reply Tes timony of David Hedrick in Support of Settlement Agreement submitted Augus t
15, 2016 ("Hedrick Reply")) a t 8-9.

77 Ex. Trico-6 (Hedrick Tes timony) a t 5, Trico-7 (Hedrick Reply) a t 9.
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1

2

The increase  in the  customer charge  is  offse t by lowering the  energy ra te  and providing the

two-tie r inve rted block ene rgy cha rge  with decreased ra te s  from wha t Trico origina lly proposed.78

3 The  ove ra ll ra te  de s ign a ddre sse s  more  tha n jus t re cove ry of fixe d cos ts  from DG Me mbe rs it

4

5

6

7

8

9

10

11

12

13

1 4

15

16

17

18

19

re duce s  fina ncia l dis ince ntive s  to promote  e ne rgy e fficie ncy, de ma nd-s ide  ma na ge me nt a nd

energy-saving technologies .79 While  it is  true  tha t lower-use  Members  will incur a  grea te r impact,

the  two-tie r e ne rgy ra te  a lso se rve s  to mitiga te  the  impa ct to low-use  Me mbe rs . The  re sulting

ra te  des ign is  a  more  equitable  means  of recovering fixed cus tomer cos ts  from low-use  cus tomers

and he lps  to reduce  the  los t and shifted fixed costs  caused by DG Members , as  well as  to address

fixed-cost recovery issues  with seasona l and vacant homes.8l So the  proposa l does  not s ingle  out

DG Me mbe rs , a rid the  Cus tome r cha rge  is  s till cons ide ra bly lowe r tha n cus tome r compone nt of

e xpe nse  ide ntifie d in the  COS S . The  $24.00 re s ide ntia l cus tome r cha rge  is  in line  with monthly

customer charges for other e lectric cooperatives serving rural areas.82

S ta ff' s  pos ition corrobora te s  tha t the  COS S  use d a cce pta ble  me thods  to functiona lize ,

cla ss ify and a lloca te  cos ts  -. and tha t the  $31.83 accura te ly re flects fixe d monthly cus tomer cos ts

to provide  se rvice  to re s ide ntia l Me mbe rs . In fa ct, S ta ff indica te d tha t the  COS S  a lso illus tra te d

tha t tota l re s identia l fixed cos ts  pe r month a re  $100.64.83 Trico's  COSS uses  the  same  program

and me thodology tha t the  Commiss ion and S ta ff found appropria te  in seve ra l prior ra te  ca ses  for

coopera tives .84 S ta ff agrees  tha t the  $24.00 res identia l cus tomer cos t is  supported by the  Goss ."

And as  illus tra ted above , the  ra te  impacts  to the  average-and-median usage  res identia l Member is

20 mode s t.
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25 -88 (approximately $24.33 for Mid-Carolina
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78 Ex. Trico-5 (Nitido Reply) at 8.
79 Ex. Trico-4 (Nitido Testimony) at 7.
80 Tr. (nitido) at 171, Tr, (Cathers) at 468-69.
81 Ex. Trico-6 (Hedrick Testimony) at 5, 9, Tr. (Hedrick) at 327.
82 Ex. Trico-6 (Hedrick Testimony) at 5-6, Tr. (Nitido) at 287
Electric Cooperative), Tr. (Hedrick) at 438.
83 See Ex. S-8 (Paladino Settlement Reply Testimony) at 2.
84 Ex. Trico-l (Application) - Direct Testimony of Rebecca Payne at 9.
85 Ex. s-19 (Ford Direct Testimony) at 16.
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1 4.

2

3

The $0.00 demand charge, combined with education and outreach, will

ultimately provide an important tool for Trico to address the rapidly evolving

electric service landscape.
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De ma nd ra te s  ca n provide  a n importa nt e le me nt in more  e quita ble  ra te  de s ign. De ma nd

ra tes  can be tte r match fixed cos ts  to fixed cos t recovery and he lp ensure  tha t those  who a re  us ing

the  grid a re  a lso paying a  more  fa ir sha re  of the  cos t of the  grid. Trico unde rs tands  tha t adopting

a n a ctua l de ma nd cha rge  re quire s  thorough cus tome r e duca tion a nd s tudy. Trico be lie ve s  it is

critica l to be gin the  da ta  colle ction a nd de ma nd ra te  e duca tion proce s s  now in orde r to be tte r

pos ition its e lf to ta ke  a dva nta ge  of cha nge s  in e le ctric indus try, including utiliza tion of de ma nd

s ide  ma na ge me nt a nd e ne rgy e fficie ncy te chnologie s . The  Se ttle me nt provide s  a  proa ctive  a nd

crea tive  approach to achieve  tha t goal.

The  S e ttle me nt provide s  tha t s ta nda rd ra te s  will include  a  24 hour 7 da ys  a  we e k pe a k

de ma nd-ra te  compone n t o f $0 .00  pe r kW with  no  min imum de ma nd . This  de ma nd-ra te

component is  coupled with a  Member Educa tion Program tha t will inform Members  about: (1) the

na ture  and opera tion of demand ra tes , (2) how Members  can use  demand ra tes  to reduce  monthly

bills , a nd (3) tools  a va ila ble  from Trico a nd third pa rtie s  to he lp Me mbe rs  to ma na ge  de ma nd

Educa tion ma te ria ls  will h ighlight te chnology

solutions  tha t could be  use d to minimize  de ma nd cha rge s  a nd monthly bills . Ea ch Me mbe r's  bill

will include  the  Me mbe r's  pe a k de ma nd a s  we ll a s  the  da te  a nd time  of the  Me mbe r's  pe a k

demand for the  billing period.86

In a ddition, the  de ma nd ra te  compone nt will a llow Trico to: (i) a ccura te ly colle ct da ta

through its  billing da ta ba se , (ii) e va lua te  cus tome r usa ge  a nd de ma nd profile ; a nd (iii) e va lua te

pote ntia l de ma nd ra te  impa cts , including s tudying the  impa ct of billing de ma nd on a  15-minute

inte rva l ve rsus  a  60-minute  inte rva l, and a lso. Any demand ra te  proposed for res identia l and small

commercia l Members  in the  next ra te  ca se  cannot exceed $2.00 pe r kw, and will re flect a  portion

26

27
86 Ex. Trico-3 (S e ttlem ent) a t S ections  10.1 through 10.4.
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1

2

3

of dis tribution-de ma nd loxe d-cos t compone nt of Trico 's  cos t of s e rvice .87 The  S e ttle me nt a ls o

puts  the  onus  on Trico to  colle c t a nd a na lyze  the  da ta  a nd to  imple me nt a  s ucce s s ful e duca tion

progra m be fore  a ny de ma nd cha rge  is  a ctua lly imple me nte d.88

4 a. Origins of the demand-rate component.

5
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On Ma y 4, 2016, Trico file d its  Ame ndme nt to  its  origina l Applica tion, 89 a fte r obs e rving

de ve lopme nts  a nd public ly-a va ila ble  filings  in  va rious  Commis s ion proce e dings  re ga rding ra te

de s ign, ne t me te ring, a nd dis tribute d ge ne ra tion.90 Ba s e d on this  re vie w, Trico 's  Me mbe r Boa rd

of Dire ctors  s a w the  ne e d to be gin to e duca te  Me mbe rs  a bout de ma nd cha rge s  a nd thre e -pa rt ra te s .

Trico unde rs ta nds  tha t the  purpos e  of de ma nd ra te s  is  to  provide  a n e quita ble  re cove ry of fixe d

dis tribution de ma nd cos ts  from a ll cus tome rs , while  a ls o providing opportunitie s  for Me mbe rs  to

m a n a g e  lo a d ,  m in im iz e  p e a k  d e m a n d  a n d  lo we r m o n th ly b ills ,  a s  we ll a s  p ro m o te  n e w

te chnologie s .91 The  Trico Boa rd be lie ve s  de ma nd cha rge s  a re  the  mos t a ccura te  me a ns  to a lloca te

fixe d  cos ts  o f bu ild ing , ma in ta in ing  a nd  fina nc ing  the  e le c tric  g rid .92 Trico a ls o  re cognize d,

howe ve r, tha t s imply imple me nting  a  fu ll-fle dge d  de ma nd cha rge  without a de qua te  s tudy a nd

Me mbe r e duca tion would be  contra ry to  the  Commis s ion 's  dire c tion a nd could pote ntia lly ca us e

unne ce s s a ry confus ion  for Me mbe rs .93  Accordingly, Trico  in itia lly propos e d  a  limite d  de ma nd

cha rge , a nd e ve ntua lly s e ttle d on a  de ma nd-ra te  compone nt of $0.00 pe r kw, which provide s  time

for Me mbe r e duca tion a nd to colle ct de ma nd da ta  tha t could be  utilize d to de ve lop a n a ppropria te

demand ra te  in the  future  .19
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87 Ex. Trico-3 (Settlement) at Sections 12.2 and 12.3.

88 Ex. Trico-3 (Settlement) at Section 12.4.

89 Admitted as  Ex. Trico-2.

90 EX. Trico-5 (nirid0 Reply Tes timony) a t 18-19.

91 Ex. Trico-6 (Hedrick Tes timony) a t 8.

92 Ex. Trico~5 (Nitido Reply) a t 21, Tr. (Hedrick) a t 328-29.

93 See  Ex. Trico-5 (Nitido Reply) a t 21-22, Tr. (Nitido) a t 204.
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1 b.

2

The $0.00 per kW demand-rate component in the Settlement is well-

designed based on the particulars of Trick's system.

3

4
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The  $0.00-pe r kW de ma nd-ra te  compone nt for re s ide ntia l a nd sma ll-comme rcia l cus tome rs

in  th e  S e t t le m e n t  is  b a s e d  o n  Me m b e rs  u s e  o f th e  Tric o  d is trib u t io n  s ys te m  fa c ilit ie s ,  a n d

corre s ponds  to  the ir h ighe s t m onth ly de m a nd (tha t is ,  the  s ize  of d is tribu tion  fa c ilitie s  ne e d  to

s e rve  a  Me m be r's  pe a k de m a nd).94 S pe c ific a lly,  Tric o  will u s e  the  24 /7  non-c o inc ide n t pe a k

(NC P ) d e m a n d  a n d  th e  m a xim u m  d e m a n d  re a d in g  fo r a n y l5 -m in u te  in te rv a l in  th e  m o n th ly

b illing  pe riod .  As  Ms .  Ka re n  Ca the rs  e xp la ine d  during  the  e v ide n tia ry he a ring ,  us ing  the  NCP

de ma nd for dis tribution is  de s igne d to re duce  s tre s s  on the  dis tribution sys te m in loca l a re a s  a nd to

m a in ta in  a  h ighe r loa d  fa c tor (ide a lly the  s a m e  loa d  e ve ry hour - 24  hours  a  da y a nd  7  da ys  of

we e k) a nd to re duce  pe a ks  tha t put more  s tre s s  on the  loca l dis tribution s ys te m.95 The  15-minute

inte rva l is  the  s a me  inte rva l us e d for Trico's  othe r de ma nd-bille d cus tome rs , indica tive  of the  pe a k

de m a nd in  a  m onth .96  In  a ddition ,  a s  pa rt o f the  S e ttle m e nt,  Trico  ha s  a gre e d  to  inc lude  in  its

a pplica tion in its  ne xt ge ne ra l ra te  ca se  to provide : (a ) a  s tudy of the  impa ct of billing de ma nd on a

l5 -m inu te  in te rva l ve rs us  a  60 -m inu te  in te rva l,  a nd  (b ) a n  e va lua tion  o f c us tom e r us a ge  a nd

de ma nd profile .97

The  de ma nd-ra te  compone nt is  not a  time -diffe re ntia te d de ma nd ra te , a s  it is  not de s igne d

a s  a  m e a ns  o f re duc ing  Tric o 's  ove ra ll s ys te m  (ge ne ra tion  a nd  tra ns m is s ion ) pe a k. Tric o 's

whole s a le  (ge ne ra tion a nd tra ns mis s ion) ca pa city cos ts  a re  fixe d a nd do not va ry ba s e d on time  of

cons um ption.98 S o utiliz ing a  tim e -ba s e d or coincide nt s ys te m  pe a k billing de m a nd a s  the  billing

unit would not provide  corre s ponding cos t re duction for Trico, e ve n if Me m be rs  could a void fixe d

de m a nd cha rge s .99  Ba s ing  a  de m a nd-ra te  com pone nt on  m a xim um  NCP  de m a nd in  a  m onthly

23
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27

94 EX. Trico-5 (Nitido Reply) a t 24, Ex. Trico-7 (Hedrick Reply) a t 6, Tr. (Hedrick) a t 329.

95 Tr. (Cithers) a t 741-42.

96 EX. Trico-7 (Hedrick Reply) a t 4, Tr. (Nitido) a t 227-28, Tr. (Hedrick) a t 396.

97 Ex. Trico-3 (Settlement), Section 12.3.

98 Ex. Trico-7 (Hedrick Reply) a t 6.

99 See May 4, 2016 Testimony of David Hedrick at 4, Tr. (Hedrick) a t 400 (sta ting that the  price  signals
Trice has do not lend themselves to a  time-differentiated demand rate).
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1

2

billing pe riod is  appropria te  for Trico re s identia l and sma ll-commercia l cus tomers  - a s  it ha s  been

a ppropria te  for la rge r comme rcia l a nd othe r non-re s ide ntia l cus tome rs  for de ca de s  by Trico a nd

other utilitie s .]003

4 c. The demand-rate component in the Settlement provides many benefits

5 while resulting no

commercial Members.

economic impact to residential and small-

6

7

8

9

10

11

12

13

14

15

16

17

Including a  $0.00 de ma nd-ra te  compone nt with a ctua l de ma nd infonna tion on Me mbe r

bills  will provide  a  numbe r of be ne fits . It give s  Trico the  opportunity to a ccura te ly colle ct a nd

a na lyze  Me mbe r da ta  ove r a n e xte nde d pe riod a nd to  conduct s imulta ne ous  outre a ch a nd

educa tion, without unanticipa ted adverse  impacts  to Trico Members .101 Including the  demand-ra te

compone nt on Me mbe r bills  dire ctly a s s is ts  in the  e duca tion e ffort a nd provide s  Trico time  to

e ns ure  tha t the  billing s ys te ms  a re  in pla ce  to e ffe ct the  billing of de ma nd to e a ch Me mbe r.

Ha ving the  de ma nd infonna tion in the  billing sys te m furthe r fa cilita te s  Trico's  a bility to a na lyze

demand da ta  for ra te  des ign and Member educa tion.l02 Trico anticipa te s  tha t it will ultima te ly use

the  collected da ta  to provide  billing comparisons  to Members  enabling them to a ssess  the  impact

of future  de ma nd ra te  proposa ls .103 The  de ma nd-ra te  compone nt on Me mbe r bills  will provide

Members  with monthly demand da ta , including maximum demand reading for the  month and the

date and time it occurred. 10418

19

20

21

22

S ince  a ll of Trico's  curre nt softwa re  a nd billing sys te m is  e s se ntia lly its  da ta ba se  for the

entire  Coope ra tive , incorpora ting the  demand da ta  into tha t sys tem is  the  mos t e fficient and cos t

e ffective  me thod to colle ct and utilize  the  da ta , and it will have  the  additiona l bene fit of providing

Trico's  cus tome r s e rvice  re pre s e nta tive s  with a cce s s  to de ma nd da ta  for a ns we ring Me mbe r
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100 Ex. Trico-6 (Hedrick Testimony) at 3-4, Trico-7 (Hedrick Reply) at 4, Tr. (Nitido) at 107 (demand is
focusing on the individual member and not the system peak).
101 Ex. Trico-5 (Nitido Reply) at Zi, Tr. (Hedrick) at 364.
102 Ex. Trico-5 (nitido Reply) at 19-20.
103 Ex. Trico-5 (Nitido Replay) at 20.
104 Ex. Trico-7 (Hedrick Reply) at 4, see also Tr. (Nitido) at 214-15 (explaining why putting a demand-rate
component on the bill is better than a separate bill insert, for example).
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que s tions .

vie w a nd downloa d the ir inte rva l e ne rgy a nd de ma nd us a ge  da ta , which is  upda te d da i1y.106

Members  can access  data via a  computer or mobile  device.107

Ultima te ly, the  billing de ma nd da ta  will be  us e d to de s ign a  de ma nd ra te  to provide  for

pa rtia l recove ry of demand-re la ted cos ts  of providing s e rvice  in Trico's  next ra te  ca s e  (to re flect a

portion of the  dis tribution s ys te m de ma nd cos ts  in Trico's  cos t of s e rvice ) if the  a na lys is  s hows

tha t a  demand ra te  is  appropria te .108 Even so, any demand ra te  charge  resulting from Trico's  next

ge ne ra l ra te  ca s e  ca nnot e xce e d $2.00 pe r kW a ccording to the  S e ttle me nt a nd mus t be  fully

known, measurable and vetted through the rate case process .109

Fina lly, Trico mus t us e  a  te s t-ye a r e nding no e a rlie r tha n J une  30, 2018 for the  ne xt ra te

case .H0 Based on the  typica l timeframe to put toge ther and proces s  a  ra te  case , it is  like ly tha t the

ne xt ra te  ca s e  for Trico could not conclude  be fore  J a nua ry l, 2020.1" This  give s  Trico a t lea s t

three  years  to implement its  robus t educa tion program and conduct ana lys is .

15 d. The Settlement recognizes that customer education about demand rates

16 is crucial.

17

18

19

20

The  S e ttle me nt is  de s igne d to s ta rt the  proce s s  of a cclima ting re s ide ntia l a nd s ma ll-

comme rcia l cus tome rs  a bout how de ma nd cha rge s  will a ffe ct the m before cus tome rs  incur a ny

e conomic impa ct of a ctua l cha rge s . The  de ma nd-ra te  compone nt e s s e ntia lly will illus tra te  to

Me mbe rs  wha t the ir re s pe ctive  de ma nds  would be . Furthe r, providing a  ta riff tha t de s cribe s  how

the  de ma nd ra te  would work is  in conce rt with the  e duca tion progra m Trico will de ve lop.112 A21

22
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105 Tr. (Cathers) at 742-43 .
106 Tr. (Cithers) at 744-45.
107 Tr. (Cathers) at 461-62.
108 Ex. Trico-7 (Hedrick Reply) at 4-5.
109 See Ex. Trico-4 (Nitido Testimony) at 8, and Ex. Trico-5 (Nitido Reply) at 19.

111 Ex. Trico-5 (Nitido Reply) at 19; Tr. (Nitido) at 226.

112 Tr. (nitid0) at 201, Tr. (Hedrick) at 404.
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1

2

3

4

5

ta riff, in a ddition to be ing ne ce s s a ry in orde r to put s uch a  compone nt on a  Me mbe r's  bill, is  a

useful tool to further educate  Members about the  demand ra te .113 Staff supports  the  $0.00 per kW

on Me mbe r bills  a s  a  me a ns  to provide  more  informa tion to Me mbe rs , a s  we ll a s  a  me a ns  to

colle ct de ma nd informa tion from Me mbe rs , a nd se e s  be ne fits  to the  corre sponding ta riff for the

demand-rate component. 114

6

7

8

Trico recognize s  tha t an extens ive  and thorough Member educa tion program is  critica l to

the  success  of a  demand ra te . This  is  why the  demand-ra te  component is  s tructured to a llow for

be fore  the re  is  a ny furthe r imple me nta tion of aMe mbe r e duca tion a bout the  de ma nd ra te

9

1 0

11

1 2

13

1 4

1 5

1 6

1 7

demand cha rge  above  $0.00 pe r kw. This  will include  demonstra ting how demand ra te s  work and

wha t Me mbe rs  ca n do to ta ke  full a dva nta ge  of the  ra te  de s ign.H5 Cus tome rs  ca n the n be

e mpowe re d to ta ke  s te ps  to re duce  de ma nd billing unde r a  thre e -pa rt ra te .l16 Including the

compone nt in Trico's  billing s ys te m fa cilita te s  the  colle ction a nd a na lys is  of Me mbe r de ma nd

informa tion in conjunction with a n e xte ns ive  a nd we ll-pla nne d e duca tion pla ne  Trico mus t a lso

propos e  two de ma nd-re duction progra ms  in its  ne xt Ene rgy Efficie ncy Imple me nta tion P la n

("EEIP ") due  J une  l, 2017, which ca n work in conce rt with the  e duca tion progra m to provide

furthe r a mmunition to  Trico Me mbe rs  to  re duce  bills .H8 In  s hort, th is  is  the  be ginning of a

process of having demand ra tes , if deemed appropria te , to recover fixed demand re la ted costs  from

all customers.l 191 8

1 9
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113 See A.A.c. R14-2-210(D)(1), Tr, (Cathers) a t 759.

114 Tr. (Paladino) at 498-99, 524. It should be noted that a  $0.00 bill line item is not unprecedented - for
example  Trico's WPCA has been and will be  se t a t zero. Tr. (Cathers) a t 767.

115 Ex. Trico-6 (Hedrick Testimony) at 7.

116 Ex. Trico-7 (Hedrick Testimony) at 6.

117 Ex. Trico-5 (nirido Reply) a t 20.

118 Ex. Trico-3 (Settlement) a t Section ll.l, Tr. (Pa ladino) a t 510.

119 Ex. Trico-6 (Hedrick Testimony) at 8.
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1 e.

2

3

The $0.00 per kW demand charge is a reasonable component of Trico's

Member education program, and Trico has the technological capability

to implement and monitor demand.

4

5

6

7

8

9

EFCA has directly opposed the  implementa tion of the  $0.00 demand charge  se t forth in the

Se ttlement, a lleging tha t such a  charge  would be  confusing to Trico Members , and tha t Trico lacks

the  te chnica l ca pa bility to e ffe ctive ly me a s ure  a nd monitor de ma nd us a ge . Aga in, the  tra de

associa tion of the  la rges t rooftop sola r vendor in Trico's  se rvice  te rritory appea rs  to be  protecting

its  own pe cunia ry inte re s t in ma inta ining the  s ta tus  quo by cha lle nging the  de te rmina tion of

Trico 's  Me mbe r-e le cte d Boa rd of Dire ctors . Trico 's  Dire ctors , who the ms e lve s  a re  Trico

10

11

12

13

Me mbe rs , ha ve  de te rmine d it to be  in the  be s t inte re s t of the  Coope ra tive  a nd its  Me mbe rs  to

examine  whe ther demand ra tes  a re  an equitable  and e ffective  means  of address ing the  fixed cost

shift a ssocia ted with DG and othe r energy reduction technologies  under the  current ra te  s tructure .

EFCA a rgue s  tha t de te rmina tion s hould be  s e t a s ide , a nd tha t be ca us e  of the  pos s ibility of

14

1 5

16 prior to

1 7

1 8

confusion, even a  $0.00 demand charge  should not be  included on Member bills  until an extensive

educa tion program has  been implemented. Ye t tha t is  exactly the  purpose  for the  $0.00 demand

cha rge  - to a s s is t in the  e duca tion of Trico Me mbe rs  without e conomic ra mifica tion

adopting actua l demand charges , if and when the  Board of Directors  de te rmines it to be  in the  best

inte res t of its  Membership to do so.

19
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The  S e ttle me nt provide s  the  be s t pla tfonn to minimize  confus ion by ge tting de ma nd

informa tion  on  Me mbe r b ills , through e s ta blis h ing  a  ta riff tha t de s cribe s  the  de ma nd-ra te

component, and complementing those  efforts  with an extensive  Member education program.120 As

Mr. Nitido indica ted during the  evidentia ry hea ring, the  demand-ra te  component "he lps  Members

to unders tand demand ra te s , wha t they do, and how the ir behavior impacts  them."I2I Furthe r, and

a s  Ms . Ford for S ta ff te s tifie d "a  lot of e duca tion will a llow cus tome rs  - low-income , low usa ge ,

25 high income , high usa ge will give  the m be tte r a bility, be tte r informa tion a bout the  e le ctricity

26

27 120 Tr. (niti<10) a t 196-97.

121 Tr. (nitido) a t 195.
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1 The  Se ttlement

2

3

4
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the y use , a bout the  cos t compone nts , a nd how the y ca n ma na ge  those ."122

provis ions  re ga rding imple me nting a  de ma nd-ra te  compone nt of $0.00 pe r kW a re  a  jus t a nd

re a sona ble  me a ns  to gra dua lly introduce  the  conce pt to Trico's  Me mbe rs . Give n the  le ve l of DG

pe ne tra tion in Trico 's  s e rvice  te rritory, The  Coope ra tive  doe s  not ha ve  the  luxury of wa iting

before  s tarting the  process of education.

ERICA's  a s s e rtion tha t Trico la cks  the  te chnica l ca pa bility to imple me nt e ve n a  $0.00

de ma nd cha rge  is  e qua lly fla we d. As  Mr. Nitido note d in pre -file d te s timony, 97% of Trico 's

46,086 a ctive  me te rs  a re  curre ntly ca pa ble  of me a suring a nd re cording de ma nd. Some  a re  now

curre ntly re cording de ma nd. Mr. Nitido te s tifie d tha t, with  s ome  a dditiona l configura tion of

Trico's  billing softwa re , Trico ca n ca pture  de ma nd da ta  to provide  to its  Me mbe rs  a nd to utilize

for ana lys is .l23 It will take  about s ix months  of the  e ffective  da te  of a  Commiss ion decis ion in this

case  to replace  the  approximate ly 1,350 meters  not capable  of recording demand, and to make  the

ne ce s s a ry modifica tions  to its  billing s oftwa re .124 Any a rgume nt tha t Trico la cks  the  te chnica l

capability to implement the  demand-ra te  component is  the re fore  not accura te . Trico will have  the

metering to capture  the  required NCP demand data  for a ll its  Members.125

EFCA a ls o ha s  a s s e rte d tha t, while  the  ma jority of Trico's  me te rs  provide  one  da ily 15

minute  pe a k de ma nd re a ding, Trico Me mbe rs  ca nnot succe s s fully a s se s s  the ir de ma nd usa ge

without accessing and ana lyzing the  approximate ly 3,000 15-minute  demand inte rva ls  each month.

Tha t a s se rtion la cks  founda tion a nd ignore s  the  re a lity of how consume rs  monitor the ir e le ctric

usage . As  Mr. Hedrick te s tified, cus tomers  can and do unders tand tha t the  firs t s tep they can take

to re ducing monthly pe a k de ma nd is  to s ta gge r the  us e  of ma jor e ne rgy-cons uming de vice s  -

including a ir conditioning, dishwashers  and clothes  dryers .126 Sta ff a lso be lieves  tha t inte rva l da ta
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122 Tr. (Ford) at 678.
123 Ex. Trico-5 (Nitido Reply) at 22.
124 See Ex. Trico-3 (Settlement) at Section 6.6 (allowing for Trico to update its billing system and
metering).
125 Ex, Trico-7 (Hedrick Reply) at 4.
126 Ex. Trico-7 (Hedrick Reply) at 5, Tr. (Hedrick) at 397.
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1
0 4 127is  not re quire d  for cus tome rs  to  unde rs ta nd how to  ma na ge  de ma nd a nd s mooth  out us a ge .

2

3

More ove r, a lthough cus tom e rs  ca n us e  tim e rs  to s ta gge r us a ge  or e m ploy ne w te chnologie s  s uch

128 .de m a nd  a nd  e ne rgy m a na ge m e nt, e xpe ns lve

4

5

a s  ba tte ry s tora ge  e quipme nt to  a s s is t with

technologies  a re  not needed for cus tomers  (including low-income customers) to e ffective ly reduce

peak demand.129 Trico recognizes  tha t its  educa tion program must include  information on tools  for

6

7

8

9

10

11

12

13

14

a ll Me mbe rs  to utilize  de ma nd cha rge s  to re duce  monthly bills . Trico is  a ble  to provide  inte rva l

Furthe nnore , contra ry to ERICA's  a s s e rtion, a n optiona l de ma nd ra te  or pilot progra m

would not provide  Trico a  comple te  a  s e t of da ta  on a ll Trico Me mbe rs  a nd would not provide  a

re a lis tic a nd tota l vie w of the  e ntire  Trico s e rvice  te rritory.l31 Trico would not ge t a ll of the  da ta

needed to evaluate  whether a  demand rate  is  appropriate  and what that ra te  should look like.132

Fina lly, while  it is  not propos ing to imple me nt a ctua l de ma nd cha rge s  in this  ra te  ca s e ,

Trico notes  tha t othe r coopera tives  have  implemented res identia l demand charges  successfully in

their service  territories after an extensive  Member education program.133

15

16 D.

17

Th e  n e w DG Exp o rt  En e rg y Ta riff e s ta b lis h e s  a n  a p p ro p ria te  va lu e  fo r e xc e s s  e n e rg y

e xp o rte d  fro m  DG s ys te m s  in  Tric o 's  s e rvic e  te rrito ry.

18 Ne t me te ring shifts  the  cos ts  of building, ma inta ining a nd fina ncing the  e le ctric grid from

19 DG to non-DG Me mbe rs even though DG Members  continue  to depend on the  grid for sa fe  and
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127 Tr. (Ford) at 682-84.
128 Ex. Trico-5 (nirid0 Reply) at 23 .
129 Tr. (nitido) at 235.
130 Ex. Trico-5 (Nitido Reply) at 23, Tr. U\Iitido) at 265 (a third of Trico's meters can provide full interval
data), see also Tr. (Cathers) at 461 (explaining that those customers with meters containing interval data

at least two demand reduction programs in its next Energy Efficiency Implementation Plan (EEIP) and to
highlight technologies such as programmable thermostats and load controllers to minimize demand charges
and monthly bills. Ex. Trico-3 (Settlement) at Sections 10.4 and 11.1.
131 Tr. (nnido) at 223.
132 Tr. (Hedrick) at 401-02.
133 Tr. (nirid0) at 285-86.
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1

2

3

4

5

6

re lia ble  e le ctric  s e rvice . Tha t is s ue  is  e xa ce rba te d in re la tive ly highe r cos t s e rvice  a re a s  s uch a s

Tric o 's ,  be c a us e  DG  c us tom e rs  a vo id  a  g re a te r a m oun t o f fixe d  c os ts  th rough  ne t m e te ring ,

com pa re d  to  lowe r cos t s e rv ice  te rrito rie s  s uch  a s  TEP 's ,  fo r e xa m ple .  In  a n  e ffort to  pa rtia lly

m itiga te  the  c os t s h ift is s ue ,  the  S e ttle m e n t ha s  a dop te d  a  ne w DG  E xport E ne rgy Ta riff tha t

com pe ns a te s  the  e xce s s  e ne rgy e xporte d from  DG s ys te m s  a t the  ra te  of $0.0770 pe r kph ra the r

tha n a t the  re ta il e ne rgy ra te .

7 1.

8

There is a strong factual basis for valuing exported excess energy from DG at

$0.0770 per kph under the new DG Export Energy Tariff.
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The  $0.0770 pe r kph va lue  is  the  e quiva le nt of Trico 's  powe r s upply portion of the  e ne rgy

cha rge  for the  firs t tie r of the  s ta nda rd re s ide ntia l (RS I) ra te  s che dule .134 In othe r words , 7.7 ce nts

"is  the  fixe d a nd va ria ble  compone nts  of the  ge ne ra tion a nd the  fixe d tra ns mis s ion cos t a s s ocia te d

with the  firs t 800-block tie r of the  e ne rgy ra te  in  [Trico 's ] propos a l" a s  Mr. Nitido te s tifie d during

the  e vide ntia ry he a ring.135 Ms . Ca the rs  provide d furthe r e vide nce  tha t the  e xport e xce s s  e ne rgy

c re d it  in  t h e  n e w DG  E n e rg y  E x p o r t  T a r iff  g iv e s  fu ll c r e d it  fo r exis tin g ge ne ra tion  a nd

tra ns mis s ion cos ts , a s  de rive d from the  cos s . '36

S ta ff a nd Trico be lie ve  this  to be  a n a ppropria te  va lue  to cre dit e xporte d e xce s s  e ne rgy for

S e ttle me nt purpos e s  - s ince  the  re s ide ntia l cus tome r us e s  a n a ve ra ge  of 837 kph pe r month, while

the  m e dia n cus tom e r ha s  750-kWh m onthly cons um ption. Thus , the  powe r s upply com pone nt for

the  firs t tie r is  re pre s e n ta tive  of the  re s ide ntia l cus tom e r's  a ve ra ge  us e .137  By s e tting  the  DG

Ene rgy Export cre dit to the  powe r s upply cos t of the  COS  s ta nda rd re s ide ntia l ra te , Trico will s till

be  a ble  to  re cove r its  dis tribution wire s -re la te d cos ts  a s s oc ia te d with  the  DG e xce s s  e ne rgy.138

An d  b e c a u s e  it  will in c lu d e  th e  p u rc h a s e  o f e xp o rte d  DG  p o we r,  th e  W P C A will a llo w th e

Coope ra tive  to re cove r the  fixe d cos ts  re la te d to ge ne ra tion a nd tra ns mis s ion, a lbe it while  s hifting
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134 Ex. Trieo-4 (Nitido Testimony) at 9, Ex. S-19 (Ford Settlement Testimony) at 17.

135 Tr. (nirido) at 180.

136 Tr. (Cathers) at 792-93 .

137 See Ex. Trico-6 (Hedrick Testimony) at 12.

138 See Ex. Trico-4 (Nitido Direct) a t 9, Tr. (Cithers) a t 459-60.
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those  cos ts  to non-DG Members  in a  manne r s imila r to the  los t fixed cos t recove ry adjus tors  tha t

the  Arizona  investor owned utilitie s  have  implemented..39

The  $00770 pe r kph DG Export Ene rgy cre dit a lso re sults  in a  ble nde d a ve ra ge  e ne rgy

credit (i.e . the  credits  for on-s ite  energy usage  and the  exported energy combined) from base  ra tes

to a  DG Me mbe r of $0.091417 pe r kph, which is  highe r tha n the  curre nt TEP  full ne t-me te ring

re ta il credit of $0.091311 pe r kph. It is  a lso highe r than the  $0.09 pe r-kWh sola r lea se  ra te  EFCA

witne s s  Mons e n a s s ume d in his  a na lys is .140 S ta ff conclude d this  wa s  a  re a s ona ble  va lue  for

exported excess energy for a  Trico DG Member.141

S ta ff supports  the  ne w DG Export Ene rgy Ta riff be ca use  it re cognize s  tha t DG Me mbe rs

ha ve  the  sa me  re spons ibility a s  non-DG Me mbe rs  to pa y for the  infra s tructure  tha t a llows  the m

24-hour a  da y a cce ss  to re lia ble  powe r, a nd the  e xce ss  e ne rgy cre dit va lue  for e xporte d e ne rgy

a llows  DG cus tomers  to be  credited for excess  ene rgy a t a  ra te  equa l to Trico's  whole sa le  power

supply cost.142

The  S e ttle me nt a nd the  ne w DG Export Ene rgy Ta riff cons titute  a n importa nt firs t s te p

toward mitiga ting the  los t-fixed cos t and cos t-shift problems , but does  not e limina te  them.I43 DG

Members  re ta in a  full re ta il ra te  offse t for tha t ene rgy used on-s ite  tha t is  gene ra ted from the  DG

system.l44 There fore , the  7.7-cent credit represents , in the  opinion of Trico's  Board of Directors , a

prope r ba la ncing of the  re s pe ctive  Me mbe r inte re s ts  re ga rding the  va lue  for e xporte d e xce s s

energy from DG systems.
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139 See EX. Trico-4 (Nitido Direct) at 9, Tr. (Cathers) at 459-60.

140 Ex. Trico-5 (nitido Replyly at 12.

141 Ex. S-19 (Ford Settlement Testimony) at 15.

142 Ex. S-12 (Van Epos Settlement Testimony) at 4.

143 See. Tr. (Hedrick) at 422 (explaining that because the export value is higher than the value of the energy,
there  is still an additional lost-fixed cost created).

144 EX. Trico-5 (Nitido Reply) a t 23, Tr. (Van Epps) a t 546.
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1 2.

2

Arguments against adopting the export excess energy credit ignore the

substantial evidence supporting the credit and the current circumstances

3 fa c in g  Tr ic o .
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E F C A o p p o s e s  th e  n e w DG  E xp o r t  E n e rg y T a r iff,  a s s e r t in g  th a t  th e re  is  in s u ffic ie n t

e vid e n c e  in  th is  p r o c e e d in g  r e g a r d in g  th e  va lu e  o f th e ir  p r o d u c t  to  T r ic o ,  a n d  th a t  th e

c o m p e n s a tio n  fo r e xp o rte d  DG  s h o u ld  o n ly b e  a d ju s te d  (if a t a ll)  b y a n  a d d itio n a l p ro c e e d in g

fo llo win g  th e  c o n c lu s io n  o f th e  "Va lu e  o f S o la r" p ro c e e d in g .1 4 5 Ho we ve r ,  fo r  a  n u m b e r  o f

re a s o n s , it is  im p e ra tive  th a t th e  DG En e rg y Exp o rt Ta riff s h o u ld  b e  a p p ro ve d  n o w. As  e xp la in e d

a b o ve  a n d  s u p p o rte d  b y th e  re c o rd ,  th e  n e w ta riff a n d  th e  7 .7 -c e n t va lu e  a s  th e  e xp o rt e xc e s s

e n e rg y c re d it c le a rly p ro vid e  s u ffic ie n t in c e n tive  to  c o n tin u e  th e  d e ve lo p m e n t o f DG  in  Tric o 's

s e rvice  te rritory, whe re  DG le ve ls  a lre a dy e xce e d the  Arizona  ta rge ts  for DG in  2025.146

As  de m ons tra te d  du ring  the  e vide n tia ry he a ring , the  va lue  o f DG s o la r is  lim ite d  fo r Tric o ,

c o m p a re d  to  a  ve rtic a lly-in te g ra te d  u tility. As  Mr.  Nitid o  e xp la in e d ,  DG  s o la r is  n o t a  c a p a c ity

p ro d u c t a n d  c a n n o t re p la c e  th e  c a s e lo a d  n e e d s  th a t Tric o  h a s ,  a n d  th a t it o b ta in s ,  th ro u g h  its

re la tions h ips  with  TEP  a nd  AEP CO.I47

C on tra ry to  ER IC A's  a s s e rtion , the  $0 .0770  pe r kph  Expo rt Ene rgy c re d it doe s  no t s im p ly

re p re s e n t th e  c o s t o f "b ro wn  wh o le s a le  e n e rg y." R a th e r,  it in c lu d e s  a ll o f th e  va ria b le  a n d  fixe d

c os ts  o f the  ge ne ra tion  a nd  a ll o f the  fixe d  c os ts  o f the  tra ns m is s ion  s ys te m  a s  s e t fo rth  in  Tric o 's

COS  for th is  ca s e .148  It is  s ign ifica n tly a bove  the  a vo ide d  cos t fo r Trico , s ince  the  on ly cos ts  Trico

a c tua lly a voids  with  DG a re  the  va ria b le  ge ne ra tion  re la te d  cos ts  or the  fue l com pone nt.149 In  fa c t,

the  DG Ene rgy Export c re d it inc lude s  a  fu ll c re d it fo r the  lo s s e s  a s s oc ia te d  with  the  tra ns m is s ion ,

e ve n  th o u g h  th e re  is  n o  b e n e fit in  lo s s  re d u c tio n s  with  DG s o la r fo r th e  Tric o  d is trib u tio n  s ys te m
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145 The formal caption of the "Value of Solar" proceeding in Docket No. E-00000J-l4-0023 is In the matter
of the Commission 's Investigation of Value and Cost of Distribution Generation.

146 See Tr. (Nitido) at 104 (6% of energy in Trico is generated by DG).

147 Tr. (nirido) at 177, 184-85 .

148 Ex. Trico-5 (Nitido Reply) at 12, Ex. Trico-7 (Hedrick Reply) at 8, Tr. (Cashers) at 794.

149 Tr. (Hedrick) at 376.
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20

s ince  any DG excess  energy exported must use  the  dis tribution system for de livery and go through

at least two voltage transformations where most of the  losses occur.150

Fina lly, a nd mos t importa nt, a s  the  e vide nce  pre s e nte d cle a rly de mons tra te s , Trico is

fa cing a  ra pidly e sca la ting proble m with los t-fixe d grid cos ts  a s socia te d with DG, re sulting in a

shift of those  costs  to non-DG Members  in an amount which a lready exceeds $1 .5 million per year

for the  ne xt 20 ye a rs . Tha t s hift is  continuing to grow. Trico curre ntly ha s  no los t-fixe d cos t

re cove ry me cha nism ("LFCR") to re duce  the  los t-fixe d cos ts  tha t it incurs . Ove r four pe rce nt of

Trico's  tota l me mbe rs  ha ve  DG, but a t the  curre nt ra te  of DG a pplica tions , tha t numbe r will grow

to s e ve n-to-e ight pe rce nt in the  ne xt 12-to-18 months .l51 Tha t is  a  s ign ifica ntly d iffe re n t

circumstance  than the  recent UNS Electric ra te  decis ion (Decis ion No. 75697), cited by EFCA to

jus tify its  pos ition to ma inta in ne t me te ring a s  is . In the  UNS  Ele ctric de cis ion, the  Coimnis s ion

de tennined tha t "because  sola r DG represents  such a  small pe rcentage  of [UNS Electric's ] current

customers" deferring a  decis ion on DG would not present an unreasonable  burden to UnsE.152 As

the  record in the  UNS Electric case  indica te s , DG pene tra tion in the  UNS Electric se rvice  te rritory

is  curre ntly a pproxima te ly two pe rce nt. By contra s t, DG pe ne tra tion in Trico's  s e rvice  te rritory is

ove r four pe rce nt a nd growing ra pidly. S imply put, the  proble m Trico fa ce s  is  more  s ubs ta ntia l

tha n wha t curre ntly fa ce s  UNS  Ele ctric. S ta ff re cognize s  the se  diffe re nce s  in its  support of the

Settlement.l53 Ne ve rthe le s s , the  S e ttle me nt provide s  tha t this  ma tte r will be  he ld ope n for 18

months  from the  e ffe ctive  da te  of a  Commiss ion de cis ion a pproving the  S e ttle me nt, to a llow for

pos s ib le  modifica tion  of the  e xport ra te , a fte r a  me thodology or me thodologie s  ha s  be e n

determined in the  "Value  of Solar" docket.1542 1

2 2
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150 Tr. (Hedrick) a t 390, Tr. (Cas hers ) a t 790-91 _

151 S ee  Ex. Trico-5 (Nitido Reply) a t 7, 15, Tr. (Ford) a t 668.

152 Decision No. 75897 at 117-19.
153 Tr. (Va n Epps ) a t 552, Tr. (Ford) a t 662-63 .

154 See EX. Trico-3 (Settlement) at Section 8.6, Ex. Trico-4 (Nitido Testimony) at 10.
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3

The  bottom line  is  Trico fa ce s  a n imme dia te  a nd s ignifica nt is s ue  conce rning los t-fixe d

cost recovery and the  cost shift. Tha t issue  must be  addressed immedia te ly to avoid adverse  long-

te rm and irrevers ible  consequences  for Trico and its  Members .

4

5 E. The  grandfa the ring  cutoff da te  of May 31, 2016 is  fa ir and  appropria te .
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The  Se ttlement a lso es tablishes  a  grandfa the ring cutoff da te  of May 31, 2016, which is  15

months  la te r tha n Trico's  origina l a pplica tion propos e d. S ince  Ma rch l, 2015, Trico Me mbe rs

seeking to inte rconnect DG systems have  been notified of and acknowledged Trico's  intent to seek

a  modifica tion of the  ne t me te ring ta riff.155 It is  critica l tha t a  gra nd fa the ring da te  be  a pplie d to

a pplica tions  submitte d prior to a  de cis ion in this  ca se . S ola r ve ndors  in Trico's  s e rvice  te rritory

ha ve  de mons tra te d  the  ca pa b ility o f flood ing  the  Coope ra tive  with  a pp lica tions  fo r DG

inte rconne ctions  in a  ve ry short time . On Fe brua ry 26, 2015 Trico provide d notice  of its  inte nt to

se e k a  modifica tion of its  ne t me te ring ta riff with re spe ct to a pplica tions  re ce ive d a fte r Fe brua ry

28, 2015. In the  ne xt two da ys , Trico re ce ive d 99 a pplica tions , mos tly from S ola rCity, ERICA's

only me mbe r in Trico's  s e rvice  te rritory. 156 Es ta blishing a  Ma y 31, 2016 gra nd fa the ring cutoff

da te  will avoid a  s imila r or grea te r flood of applica tions .

1 7 1.

1 8

The May 31, 2016 grandfathering cutoff date in Trico's case is necessary to

address the substantial problems Trice is facing.

1 9
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Es ta blis hing a  gra ndfa the ring cutoff da te  be fore  the  Commis s ion de cis ion will a void

a nothe r flood of a pplica tions  for DG inte rconne ction, which would e xa ce rba te  the  los t-fixe d cos t

re cove ry a nd cos t-s hift proble ms  Trico is  fa cing. As  Mr. Nitido s ta te d in pre -file d te s timony,

immedia te  re lie f is  needed to "s top the  bleeding now."157 At the  same  time , e s tablishing the  May

31, 2016 gra ndfa the ring cutoff da te  a llows  a pproxima te ly 1,621 DG Me mbe rs  to re ma in on the
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155 See Ex. Trico-1 (Application) - Nitido Testimony at 20, Ex. Trico-5 (Nitido Reply) at 17

157 Ex. Trico-5 (Nitido Reply) at 17.
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1

2

curre nt ne t me te ring ta riff a fte r the  e ffe ctive  da te  of the  de cis ion in this  docke t, a nd a cknowle dge s

the  va lue  a nd commitme nt of e a rly a dopte rs  of re ne wa ble  e ne rgy.158

3 2.

4

Th e  g r a n d fa t h e r in g  c u t o ff  d a t e  in  t h e  S e t t le m e n t  is  1 5  m o n t h s  a ft e r  t h e

o rig in a l p ro p o s e d  c u to ff d a te  th a t p ro s p e c tive  DG Me m b e rs  re c e ive d  n o tic e  o f.
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10 Unde r the  S e ttle me nt, howe ve r, DG Me mbe rs  who s ubmitte d

11
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13
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Trico a gre e d to a  gra ndfa the ring da te  fifte e n months  a fte r its  origina l propos a l -- which will

a llow a n a dditiona l 359 DG Me m be rs  to  re m a in on Trico 's  curre nt ne t m e te ring ta riff (incre a s ing

the  to ta l from  1 ,262  to  1 ,621  gra ndfa the re d  DG  Me m be rs ). '59  All DG  Me m be rs  who s ubm itte d

inte rconne ction a pplica tions  a fte r Fe brua ry 28, 2015, re ce ive d notice  through, a mong othe r things ,

a n  a cknowle dgm e nt of re ce ip t of notice  tha t the y could  be s ubje c t to  a  ne w ta riff a pplica ble  to

e xporte d e xce s s  e ne rgy.160

a pplica tions  be fore  J une  1 ,  2016 will re m a in  on the  curre nt ne t m e te ring ta riff.  The  e xpe c ta tion

tha t a ll s uch DG Me mbe rs  tha t re ma in on the  curre nt ne t me te ring ta riff re ma in gra ndfa the re d, a s

s e t forth in the  S e ttle me nt, will provide  s ufficie nt time  for cus tome rs  to re cove r the ir inve s tme nt in

DG s ys te m s .l61 An d  a s  S ta ff witn e s s  Yu e  Liu 's  a n a lys is  s h o ws ,  DG  re m a in s  a n  a t t ra c t iv e

inve s tme nt unde r the  te rms  a nd conditions  of the  S e ttle me nt for ne w DG Me mbe rs .16215

16 3.

17

Trico's situation warrants a grandfathering date preceding the effective date

of the Commission decision despite the Commission's decision in the recent

18 UNS  Ele c tric  ra te  c a s e .

19 While  the  re ce nt UNS  Ele ctric ra te  de cis ion De c is io n  No .  7 5 6 9 7 s ta te s  tha t the

20

2 1

22

23

gra ndfa the ring da te  s hould not ge ne ra lly pre ce de  the  da te  of the  re le va nt Com m is s ion De cis ion,

the  Commiss ion a lso re cognize d tha t e a ch ra te  ca se  is  unique  a nd ma y wa rra nt diffe re nt re sults .163

Th is  is  s u c h  a  c a s e . As  n o te d  a b o v e ,  Tr ic o  is  fa c in g  a  s ig n ific a n t ly  h ig h e r  le v e l o f DG

in te rconne c tion  a pp lic a tions  tha n  UNS  E le c tric ,  a nd  the  p rob le m  is  e s ca la ting . Tric o  h a s  n o

24

25

26

27

158 S ee  Ex. S -19 (Ford S e ttlement Tes timony) a t 15, 17.

159 EX. Trico-5 (niudo Reply) a t 15.

160 Ex. Trico-5 (nitido Re ply) a t 15.

161 Ex. Trico-6 (Hedrick Tes tim ony) a t 11.

162 S ee  Ex. S -13 (Liu S e ttlement Tes timony) a t 9-10.

163 Decision No. 75697 at 119.

35



1

2

3

4

inve s tors  to be a r the  impa ct of the  los t fixe d cos t re cove ry a s s ocia te d with DG - thos e  cos ts  mus t

be  s hifte d to non-DG me mbe rs . Give n tha t Trico a lre a dy e xce e ds  the  S ta te 's  2025 DG ta rge ts  for

in v e s to r-o wn e d  u t ilit ie s ,  Tr ic o ' s  Bo a rd  o f Me m b e r  Dire c to rs  b e lie v e s  it  is  e q u ita b le  a n d

a ppropria te  to  im ple m e nt a  g ra ndfa the ring  cu toff da te  o f Ma y l,  2016 ,  with in  the  fra m e work of

the  S e ttle me nt tha t ba la nce s  the  inte re s ts  of DG Me mbe rs  a nd non-DG Me mbe rs .5

6 4. Grandfathering DG Members on the current rate design is not appropriate.

7

8

9

10

11

Fina lly,  EFCA ha s  a s s e rte d  tha t DG Me m be rs  s hould  a ls o  be  gra ndfa the re d onto  Trico 's

curre nt ra te  de s ign.  Es s e ntia lly,  EFCA is  a rguing for a  s e pa ra te  ra te  de s ign for DG Me m be rs  in

th is  ca s e .164 The re  is  no  jus tifica tion on the  re cord  or in  e vide nce  to  gra ndfa the r DG Me m be rs

onto a  pre vious  ra te  de s ign.  As  s ta te d a bove , Trico is  not s e e king to  im ple m e nt a  s e pa ra te  ra te

de s ign for DG Me m be rs .

12

13

14

15

16

17

18

19

The  fa c t re m a ins  tha t gra ndfa the ring, which is  a kin to  a llowing cus tom e rs  to  re m a in on a

froze n ta riff no longe r a va ila ble  for ne w cus tome rs , is  the  e xce ption a nd not the  rule . Eve n s o, the

S e ttle m e n t a llows  fo r ove r 11 ,600  DG  Me m be rs  to  re m a in  on  the  c u rre n t ne t m e te ring  ta riff.

F re e z in g  th a t  n e t  m e te r in g  t a r iff  is  a  b e n e fit  t o  t h e s e  Me m b e rs  b e c a u s e ,  u n d e r  n o n n a

c irc um s ta nc e s ,  a ll o f the s e  Me m be rs  wou ld  be  on  the  ne w DG  E xport E ne rgy Ta riff upon  the

e ffe ctive  da te  of the  Com m is s ion 's  de cis ion. But no Me m be r s hould e xpe ct ra te s  a nd ra te  de s ign

to  re m a in  uncha nge d  in  pe rpe tu ity.  The re  is  s im ply no  jus tifica tion  to  a llow DG  Me m be rs  (a nd

not non-DG Me mbe rs ) to be  gra ndfa the re d on a n old ra te  de s ign, to the  de trime nt of Trico a nd its

20 non-DG  Me m be rs .

2 1 5.

22

Establishing a grandfathering cutoff date prior to a Commission decision is

not retroactive ratemaking.

23

24

25

To be  c le a r,  the  ne w DG Export Ene rgy Ta riff unde r the  S e ttle m e nt would  only a pply to

n e w DG  Me m b e rs ,  a n d only a fte r the  e ffe c tive  da te  of the  Com m is s ion de c is ion a pproving the

S e ttle m e nt.l65 Ne w DG Me m be rs  will re m a in on the  curre nt ne t m e te ring ta riff u n til the  e ffe ctive

26

27 164 Tr. (Monsen) at 873 .

165 Ex. Trico-4 (Nitido Testimony) a t 9.
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1

2

3

4

5

da te  of the  Commiss ion's  de cis ion in this  ca se . Afte r the  e ffe ctive  da te , the  ne w DG Me mbe rs

(those  who submitte d DG inte rconne ction a pplica tions  a fte r Ma y 31, 2016) will go onto the  ne w

DG Export Ene rgy ra tiff.166 Trico will not re a ch ba ck a nd try to re cove r the  diffe re nce  be twe e n

the  re ta il ra te  credit unde r the  current ne t me te ring ta riff and the  $8.0770 pe r kph excess  ene rgy

credit be tween May 3 l , 2016 and the  e ffective  da te . Thus, there  is  no re troactive  ra temaking.

6

7 F . The Settlement is a fair, equitable and gradual approach to mitigating the DG cost

8 s h ift.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Under its  te rms  re la ted to ra te  des ign and ne t me te ring, the  Se ttlement begins  to addre ss

the  los t-Hxed cost recovery and cost-shift burdens  Trico is  presently experiencing. The  Se ttlement

will modestly reduce  the  under-recovery from (and subs idy to) grandfa the red DG Members  (those

tha t will re ma in on the  curre nt ne t me te ring ta riff) by $8.19 to $81.72. For ne w DG Me mbe rs

(those  tha t will be  on the  ne w DG Export Ene rgy Ta riff upon the  e ffe ctive  da te  of a  Commiss ion

decis ion approving the  Se ttlement), the  Se ttlement will reduce  the  Linder-recovery (or subs idy) by

$28.63 to $60.28.167 Tha t ana lys is  is  ba sed on trea ting DG Members  within the  same  cus tomer

class as non-DG Members,168 and the Settlement does not create  a  separate  customer class for DG

Me mbe rs . In short, the  S e ttle me nt will re sult in me a ningful, ye t gra dua l, re ductions  in los t-fixe d

cost recovery and rela ted shifted costs caused by new and existing DG Members.169

Trico witne ss  Mr. David Hedrick provided pre -filed te s timony tha t discussed how the  two-

pa rt ra te  de s ign, which functioned we ll in the  pa s t, no longe r is  e ffective  because  re s identia l and

sma ll-comme rcia l DG Me mbe rs  a re  not homoge ne ous  cus tome r cla s se s  a nymore . The  e xis ting

two-pa rt ra te  s tructure  was  not des igned to appropria te ly recover the  cos ts  of providing se rvice  to

Me mbe rs  with DG ins ta lle d a t the ir pre mise s . Fixe d grid cos ts  a re  not re duce d a s  a  re sult of DG

24

25

26

27

166 Ex. Trico-4 (ni11d6 Testimony) at 10, Ex. Trico-5 (Nitido Reply) at 16-17.
167 See Ex. Trico-4 (Nitido Testimony) at 13, Ex. Trico-6 (Hedrick Testimony) at Exhibit DWH-Sl, Tr.
(Hedrick) at 355-56.
168 Tr. (Hedrick) at 387.
169 Ex. Trico-6 (Hedrick) at 13-14.
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5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

ins ta lla tions , but Trico ca nnot re cove r those  cos ts  unde r the  his torica l ra te  de s ign, pa rticula rly a fte r

the  a dve nt of ne t m e te ring.170 Trico continue s  to  provide  e le c tric ity to  DG Me m be rs  a s  we ll a s

a ncilla ry s e rvice s  to DG s ys te ms  (including re lia bility, re s e rve s , fre que ncy a nd volta ge  control a nd

re dunda ncy) not re fle c te d in  the  his torica l ra te  de s igns

While  the  S e ttle m e nt a m e liora te s  the  los t-fixe d cos t re cove ry a nd cos t-s hift proble m s  by

re ducing subs idie s , it doe s  not e limina te  the  subs idie s  tha t Trico provide s  through ne t 1ne te ring.172

The  S e ttle m e n t c on tinue s  to  p rov ide  a de qua te  inc e n tive  fo r s us ta ina b le  g rowth  in  d is tribu te d

re ne wa ble  re s ource s  within Trico's  s e rvice  te rritory.173 The  ne w Export Ene rgy cre dit of 390.0770

pe r kph is  we ll a bove  Trico 's  a voide d cos ts ,  a nd re fle c ts  Trico 's  powe r s upply cos ts  (ge ne ra tion

a nd  tra ns m is s ion) in  the  firs t tie r o f re s ide n tia l e ne rgy c ha rge s . It  is  u n like ly th a t  a  m o d e s t

re duc tion in  s ubs idie s  a s  s e t forth  in  the  S e ttle m e nt will ca us e  a  s ignifica nt re duc tion in  rooftop

s ola r DG de ploym e nt in  Trico 's  s e rvice  te rritory be low Trico 's  h is torica lly m a na ge a ble  le ve ls  of

10 -15  pe r m on th . Th e  h ig h e r c o s t  to  s e rv e  Tric o  Me m b e rs  c o n t in u e s  to  m a ke  s o la r DG  a

compa ra tive ly more  a ttra ctive  inve s tme nt in Trico's  s e rvice  te rritory. The  a ve ra ge  ove ra ll cre dit to

DG  Me m be rs  re s u lting  from  the  S e ttle m e nt will be  a t le a s t $0 .091417 pe r kph ,  which  is  h ighe r

tha n TEP 's  curre nt full ne t-m e te ring cre dit of $0.0913 l l pe r kph.

Tr ic o  h a s  e x p e r ie n c e d  e x p lo s iv e  g ro wth  re c e n t ly  in  th e  n u m b e r  o f a p p lic a t io n  to

in te rconne c t DG  - the  m a jority of which  a re  le a s e d  s ys te m s . l74  Eve n  a fte r p rovid ing  Me m be rs

with notice  of the  pos s ibility of a  cha nge  to ne t m e te ring, Trico continue d to re ce ive  a pplica tions

for DG  in te rconne c tions . Inde e d ,  Trico  ha s  re ce ive d  a bout 98  a pplica tions  from  J une  1 ,  2016

through Augus t 25, 2016.175 The  e vide nce  de m ons tra te s  tha t inte re s t in  DG re m a ins ,  e ve n with

cha nge s  to ne t m e te ring a s  s e t forth in  the  S e ttle m e nt,  but tha t the  ne w DG Ene rgy Export Ta riff

will a llow continue d  DG  de ploym e nt to  be  s us ta ina b le .  And be ca us e  Trico  a gre e d  to  m ove  the
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170 Ex. Trico-1 (Applica tion) - Direct Testimony of David Hedrick a t 10-11.

171 Ex. Trico-1 (Applica tion) - Direct Testimony of David Hedrick a t 12.

172 Tr. (Hedrick) at 369.

173 Ex. Trico-4 (nitido Testimony) a t 17.

174 EX. Trico-4 (Nitido Testimony) at 14-15, 17.

175 Tr. (Cithers) at 802.
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1

2

3

gra ndfa the ring cutoff da te  to Ma y 1, 2016 (fifte e n months  la te r tha n the  origina l notice d da te  of

Fe brua ry 28, 2015), a n a dditiona l 359 DG Me mbe rs  (a nd a  tota l of 1,621 DG Me mbe rs ) will be

grandfa thered and remain on the  current ne t-metering ta riff under the  Se ttlement.

4

5 G. Other Is s ues .

6 1 . Freezing the  exis ting  re s identia l TOU ra te .

7

8

9

1 0

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

Trico's  long-tenn whole sa le  power contracts  a re  based on a  s ingle  monthly ra te  tha t does

not diffe r by time  of day or day of the  week.176 This  means  tha t when Members  on the  TOU ra te

re ce ive  a n ove ra ll re duction in e ne rgy cos ts  by re ducing pe a k usa ge , Trico doe s  not re ce ive  the

corre sponding re duction in its  cos ts .l77 Trico's  curre nt whole sa le  pricing s tructure  from AEPCO,

includes  a  fixed charge  tha t does  not vary based on the  volume or timing of energy consumed.178

Because  Trico acquire s  wholesa le  transmiss ion and gene ra tion from third-pa rty provide rs  a t fixed

price s  whe re  Trico  doe s  not re ce ive  a  price  s igna l ba s e d  on the  time  of da y, the re  is  no

corresponding benefit to Trico when Members on the  TOU rate  reduce usage a t peak times.179 The

curre nt TOU ra te  doe s  not s e nd a n a ccura te  price  s igna l.180 P ut s imply, unde r the  e xis ting

RSZTOU ra te  schedule  Trico Members  a re  paying incentives  for behavior tha t does  not provide  a

corre sponding bene fit to Trico or its  Membership.

Further, the  TOU ta riff could a lso work aga inst the  incentive  to reduce  demand and smooth

out cus tomer load. The  demand-ra te  component proposed in the  Se ttlement will provide  a  s igna l

to the  re s ide ntia l a nd s ma ll-comme rcia l Me mbe rs  of the ir us e  of Trico dis tribution fa cilitie s ,

corre sponding to the ir highe s t monthly de ma nd (the  s ize  to the  dis tribution fa cilitie s  ne e de d to

se rve  the ir peak demand). Tha t highes t demand can occur a t any time , including off-peak times .

S o it could re s ult in ca us ing a  pe a k to occur a t a  time  whe n the s e  Me mbe rs  a re  trying to s hift
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176 Tr. (Cithers) at 754.
177 EX. Trico-5 (nitido Reply) at 24.
178 Ex. Trico-6 (Hedrick Testimony) at 10.
179 Ex. Trico-5 (Nitido Reply) at 4.
180 Tr. (nirid0> at 299, Tr. (Hedrick) at 426-27.
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1

2

3

e ne rgy to off-pe a k hours , unde r a  TOU ra te  s che dule . Es s e ntia lly, a  TOU ra te  s che dule  could

res ult in cus tomers  to s tack us age  to off-peak times  re s ulting in a  peak tha t mere ly s hifts , but does

not s mooth out, or lower the ir monthly demand.181 The  TOU ra te  could work aga ins t encouraging

NCP demand cons e rva tion.4

5

6

7

Fina lly, the  monthly dis tribution pe a ks  for Trico ofte n occur during the  we e ke nds , ma king

it difficult to de ve lop a n e ffe ctive  sys te m TOU ra te  for re s ide ntia l Me mbe rs  who would typica lly

want to have weekends as off-peak hours.182 Nevertheless, under the  Settlement, those  residentia l

Me mbe rs  on the  RS 2TOU ra te  s che dule  will be  a ble  to re ma in on it through the  conclus ion of8

9 Trice 's  next ra te  ca s e .

10 2. Re tu rn  trip  fe e .

11 The  a ddition of a  re turn trip  fe e  is  cos t-ba s e d a nd a ppropria te . Nota b ly, Trice  cha rge s

12 re turn trip  fe e s  for a ll its  othe r s e rvice s including inte rruptions  ca us e d by the  Me mbe r whe n

13

14

re conne ction of s e rvice  a fte r a  me te r ha s  be e n disconne cte d for nonpa yme nt. Trico doe s  not

recover a ll of its  costs  with the  fee , it is  s imply utilized to de ter repea ted unnecessary trips .183

15

16 H. Conclus ion .

17

18

19

20

21

22

23

24

25

Trico reques ts  tha t the  Adminis tra tive  Law Judge  recommend approva l of the  Se ttlement

as  be ing in the  public inte res t.

The  S e ttle me nt a dopts  a  mode s t ra te  incre a s e  with  limite d  impa cts  on  mos t Trico

Me mbe rs , but be gins  to mitiga te  the  we ll-docume nte d los t-fixe d cos t re cove ry a nd re la te d cos t-

shift proble ms  tha t a re  pa rticula rly a cute  for Trico. The  Se ttle me nt furthe r cre a te s  a  pla tform for

compre he ns ive  e duca tion a bout de ma nd ra te s , which will provide  Trico with a  future  me a ns  to

a ddre s s  the  ra pidly e volving e le ctric s e rvice  la ndsca pe . The  S e ttle me nt a ls o s e ts  forth a  ne w

e xport va lue  for e xce s s  e ne rgy DG s ys te ms  much  more  in  line  with  the  va lue  of DG, bu t

s ign ifica n tly h ighe r tha n  Trico 's  a vo ide d  cos t, while  s till g ra ndfa the ring  ove r 1 ,600  Trico

26

27

181 Ex. Trico-5 (nitid0 Reply) at 24-25.
182 Ex. Trico-5 (Nitido Reply) at 6-7, Tr. (Cithers) at 755.
183 EX. Trico-5 (Nitido Reply) at 25 .
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RESPECTFULLY SUBMITTED this  5th da y of Octobe r, 2016.

S NELL & WILMER, L.L.P

By
Michae l W. Pa tten
Jason D. Gellman
One Arizona  Center
400 East Van Buren Stree t
Phoenix, Arizona  85004

1 Members  on the  current ne t me te ring ta riff. Fina lly, the  Se ttlement a lso provides  a  mechanism to

2 incorpora te  the  results  of the  "Value  of Sola r" docke t as  appropria te .

3 The  Se ttlement re flects  the  judgment of the  Member-e lected Trico Boa rd in ba lancing the

4 inte res ts  of Trico's  Members  as  a  whole , is  in the  public inte res t, and should be  approved.
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