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Enclosed please  find the  recommendation of Assis tant Chief Administ1;2lt,ive  Law Judge

Teena  J illian. The  recommenda tion has  been filed in the  form of an Opinion a iidi Ordenon:

ARIZONA CORPORATION COMMISSION
(IN THE MATTER OF THE COMMISSION'S INVESTIGATION OF

VALUE AND COST OF DISTRIBUTED GENERATION)

. Pursuant to A.A.C. R14-3-1 l0(B), you may file exceptions to the recommendation of the
Administrative Law Judge by filing an original and thirteen (13) copies of the exceptions with the
Commission's Docket Control at the address listed below by 4:00 p.rn. on or before:

OCTOBER 17, 2016

The  e nclos e d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Administra tive  Law Judge to the  Commissioners. Considera tion of this  matter has tenta tive ly been
scheduled for the  Commission's  Open Meeting to be  he ld on:

OCTOBER 27, 2016 AND OCTOBER 28, 2016

For more information, you may contact Docket Control at (602) 542-3477 or the Hearing
Division at (602) 542-4250. For information about the Open Meeting, contact the Executive
Director's Office at (602) 542-3931.

Arizona Corporation Commission

2016
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MCTCKE ED BY

XECU DIRECTOR

1200 WESTWASHINGTON STREET, PHOENIX, ARIZONA B5007-2927 I400 WEST CONGRESS STREET;TUCSON. ARIZONA85701-1347

www.azcc.gov

This document is available in alternative formats by contacting Shaylyn Bernal, ADA Coordinator, voice
phone number 602-542-3931, E-mail SABernal@azgc.gov.
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a utoma tica lly e ma il a  link to the  file d docume nt to the  following who ha ve  conse nte d to e ma il
service .
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BEFORE THE ARIZONA CORPORAATION COMMISSION

DOUG LITTLE -- Chairman
BOB STUMP
BOB BURNS
TOM FORBSE
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DOCKET no. E-000001-14-0023IN THE MATTER OF THE COMMISSION'S
INVESTIGATION OF VALUE AND COST OF
DISTRIBUTED GENERATION. DECISION NO.

OPINION AND ORDER

November 4,  2015,  (Procedural Conference),
April 15, 2016, (Pre-Hearing Conference), April
19-22, 25, 27, 29, May 5-6, 10-11, June 8-9, and
13, 2016

Phoenix, Arizona

Teena Jibilian

Mr. Thomas A. Loquvam, PINNACLE WEST
CAPITAL CORPORATION Law Depamnent,
a nd  M r .  R a ymond  S .  H eyma n ,  S N E L L  &
WILMER, LLP, on behalf of Arizona Public
Service Company,

Mr. Michael Patten, SNELL & WILMER, LLP,
and Mr. Bradley S. Carroll, on behalf of Tucson
Electric Power Company and UNS Electric, Inc.,

Mr. Court s. Rich, ROSE LAW GROUP, pp, on
behalf of The AllianCe for Solar Choice;

Ms. Meghan H. Grabel, OSBORN MALEDON,
on behalf of Arizona Investment Council,

Mr. Timothy M. Hogan, ARIZONA CENTER
FOR LAW IN THE PUBLIC INTEREST, on
behalf of Western Resource Advocates and Vote
Solar,

Mr. Michael A. Hiatt and Ms. Chinyere Osuala,
EARTHJUSTICE, on behalf of Vote Solar;
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9 DATE OF HEARING:
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14 APPEARANCES:
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Mr. William p.  Sullivan,  LAW OFFICES OF
WILLIAM p. SULLIVAN, PLLC, on behalf of
Garkane Energy Coopera t ive,  Inc. ,  Mohave
Electric Cooperative, Inc., and Navopache
Electric Cooperative, Inc.,
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BY THE COMMISSION:

1. INTRODUCTION

On December 3, 2013, the Arizona Corporation Commission ("Commission" or "ACC") issued

Decision No. 74202 in Docket No. E-01345A-13-0248. Among other things, Decision No. 74202

orde re d tha t this  ge ne ric  docke t be  ope ne d on ne t m e te ring is s ue s , a nd tha t works hops  be  he ld with a ll

stakeholders to help inform future Commission policy on die value that distributed generation ("DG")

7 installations bring to the grid.

8 On January 24, 2014, this  generic docket was  opened, and on January 27, 2014, the

9 Commission's Utilities Division ("StafF') filed a memorandum in this docket. The memorandum listed

10 ca tegories  of DG va lues  and cos ts , and solicited written comments  as  to the ir re levance  and

l l significance. Staff also requested recommendations on other DG-related issues that should be

12 considered in this docket, and solicited comments regarding the process and methodology for assigning

13 m one ta ry va lue s  to  DG cos ts  a nd va lue s .

14 O n  Ma y 7 , 2 0 1 4 , a n d  J u n e  2 0 , 2 0 1 4 , wo rks h o p s  we re  h e ld  in  th is  d o c ke t a s  S p e c ia l O p e n

15 Meetings of the Commission.

16 On October 20, 2015, at its  regularly scheduled Open Meeting, during the course of the

17 Commission's consideration of Docket No. E-01345A-13-0248, the Commission ordered that an

18 evidentiary hearing on the value and cost of DG be held in this generic docket.

19 Parties  to this  case  are : The Alliance for Solar Choice  ("TASC"), Clean Power Arizona,

20 Freeport Minerals Corporation ("Freeport Minerals"), Arizonans for Electric Choice and Competition

21 ("AECC"), Arizona Solar Deployment Alliance  ("ASDA"), Vote  Solar, Arizona Utility Ratepayer

22 Alliance ("AURA"), Arizona Investment Council ("AIC"), the  Residentia l Utility Consumer Office

23 ("RUCO"), Grand Canyon Sta te  Electric Coopera tive  Associa tion, Inc. ("GCSECA"), Arizona

24 Compe titive  Powe r Allia nce  (the  "Allia nce "), We s te rn Re s ource  Advoca te s  ("WRA"), Ajo

25 Improvement Company ("Ajo"), Arizona  Electric Power Coopera tive , Inc. ("AEPCO"), Arizona

26 Public Service Company ("APS"), Columbus Electric Cooperative, Inc. ("CEC"), Dixie-Escalante

27 Rura l Electric Associa tion, a rc. ("Dixie -Esca lante"), Duncan Valley Electric Coopera tive , Inc.

28 ("DVEC"), Garkane Energy Cooperative, Inc. ("Garkane"), Graham County Electric Cooperative, Inc.

3

4

5

6
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1 0

11

1 2

1 3

("GCEC"), Moha ve  Ele ctric Coope ra tive , Inc. ("MEC"), More nci Wa te r a nd Ele ctric Compa ny

("MWE"), Na vopa che  E le c tric  Coope ra tive ,  Inc .  ("NEC"),  S u lphur S p rings  Va lle y E le c tric

Coope ra tive , Inc. ("S S VEC"), Trico Ele ctric Coope ra tive , Inc. ("Trico"), Tucs on Ele ctric P owe r

Industn'es  Associa tion ("AR1SEIA"), Local Unions 387, 1116 and 769 of the  International Brotherhood

of Ele ctrica l Worke rs , AFL-CIO ("IBEW Loca ls "), Le wis  M. Le ve ns on, S us a n P itca irn, Richa rd

Pitca irn, and S ta ff.

On October 28, 2015, a  Procedural Order was issued in this docket, and served on all parties to

Docke t No. E-01345A-13-0248, se tting a  proce dura l confe re nce  to be  he ld on Nove mbe r 4, 2015,

regarding the  evidentia ry hearing. The  Procedura l Order se t forth procedura l issues  to be  discussed,

including the  a ppropria te  me a ns  for ma king the  e vide ntia ry re cord produce d through this  ge ne ric

hearing process available  to specific ra ternaldng proceedings.

On November 4, 2015, the  procedural conference convened, and procedural matters re la ted to

14 the  evidentia ry hea ring were  discussed. A deadline  for inte re s ted pa rtie s  to file  written comments  on

15 procedura l ma tte rs  was  se t for November 13, 2015.

16 On December 3, 2015, a  Procedural Order was issued setting the hearing to commence on April

17 18, 2016, and se tting associa ted procedura l deadlines. In considera tion of the  purpose  and subject of

18 the  e vide ntia ry he a ring in this  docke t, the  P roce dura l Orde r joine d a ll Arizona  jurisdictiona l e le ctric

19 utilitie s  a s  pa rtie s  to this  proceeding.1

The  hea ring on this  ma tte r commenced on April 18, 2016, and concluded on June  13, 2016.

21 The parties presented the  testimony of their witnesses in accordance with the  procedural schedule  se t

22 by P rocedura l Crde r in this  docke t and modified during the  course  of the  hea ring, and were  a llowed

23 the  opportunity to cros s -e xa mine  witne s se s  who pre se nte d te s timony Afte r the  filing  of In itia l

24

20

25

26

27

28

1 On December 23, 2015, following some utilities' objections to their jointer as parties to this matter and to the notice
requirements set forth in the December 3, 2015 Procedural Order, a Procedural Order was issued that widened the acceptable
means for Arizona jurisdictional utilities to provide notice of the hearing to their customers, allowed for the addition of
introductory language of a utility's choosing to precede the notice, extended the notice deadline, and extended the
intervention deadline.
2 The following parties presented testimony of their witnesses at the hearing: APS, TEP/UNSE, SSVEC, GCSECA, IBEW
Locals, AIC, Patricia Ferré, TASC, Vote Solar, RUCO, and Staff.
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1

2

Closing Briefs  and Reply Closing Briefs  by the  parties  who chose  to file  briefs ,3 this  matter was taken

under advisement.

3 11. BACKGROUND

4 A. ACC Renewables Initiatives

5

6

7

8

9

11

1 2

13

1 4

15

16

17

18

19

20

21

22

The  Commis s ion began its  re ne wa ble  initia tive s  be ginning in 1996 or e a rlie r, whe n the

Commission's  rules  provided for a  sola r portfolio s tandard which se t a  goa l of .02 percent from sola r

energy by 1999 and l percent by 2003.4 Subsequently, the  Commission approved an Environmenta l

Portfolio S ta nda rd ("EPS") re quiring re gula te d utilitie s  to ge ne ra te  0.4 pe rce nt of the ir powe r from

renewables  in 2002, increasing to l.l percent in 2007~2012, and requiring sola r power to make  up 50

10 percent of tota l renewables  in 2001, increasing to 60 percent in 2004-2012.5

In 2006, the  Commiss ion a dopte d a  ne w Re ne wa ble  Ene rgy S ta nda rd a nd Ta riff ("RES T

Rule s"), which a re  conta ined a t Arizona  Adminis tra tive  Code  ("A.A.C.") R14-2-l80l through 1815.6

The  REST Rule s  re quire  re gula te d utilitie s  to produce  a t le a s t 15 pe rce nt of the ir re ta il sa le s  from

renewable  resources  by 2025, and to mee t a  Dis tributed Renewable  Energy Requirement ca rve-out

pursuant to A.A.C. R14-2-1805.

In 2007, the  Commis s ion a dopte d the  P ublic Utilitie s  Re gula tory P olicie s  Act of 1978

("PURPA") s ta nda rd on ne t me te ring ("NEM") a nd dire cte d S ta ff to begin a  Rulemaking process for

ne t me te ring rule s .7 In 2008, the  Commiss ion adopted Ne t Me te ring Rules , which a re  conta ined a t

A.A.C. R14-2-2301 through 2308.8

Since the mid-1990s, the Commission has approved funding to support utility-sponsored energy

e fficie ncy ("EE") initia tive s .9 In De cis ion No. 71819, the  Commiss ion a dopte d die  Ele ctric Ene rgy

Efficiency Rules , which include  requirements  for EE and demand-s ide  management ("DSM"), which

23

24

25

26

27

28

3 The following pa rties  filed briefs : APS, TEP/UNSE, GCSECA (Initia l Clos ing Brief only), IBEW Loca ls , AIC, TASC,
Vote Sola r, RUCO, a nd S ta r Parties  who presented tes timony at the hearing but chose not to file briefs are SSVEC and

4 S ta ff Initia l Clos ing Brief ("Br.") a t 2.
5 Id a t2-3; Decis ion Nos . 62506 (May 4, 2000), 63364 (February 8, 2001), and 63486 (March 29, 2001).
6 Staff Br, a t 3; Decis ion Nos. 68566 (March 14, 2006) and 69127 (November 14, 2006).
7 Staff Br. a t 3; Decis ion No. 69877 (August 28, 2007).
8 Staff Br. a t 3, Decis ion No. 70567 (October 23, 2008).
9 Staff Br. a t 3.
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B. Ne t Me te rin g

If the  cus tomer's  ene rgy production exceeds  the  energy supplied by the  e lectric utility
during a  billing pe riod, the  cus tomer's  bill for subsequent billing pe riods  is  credited for
the  excess  gene ra tion. Tha t is , the  excess  kph gene ra ted during the  billing pe riod is
used to reduce  the  kph billed by the  e lectric utility during subsequent billing pe riods .
Effectively, this credit process compensates the  customer (and incepts the  development
of dis tribute d ge ne ra tion) by re quiring the  e le ctric utility compa ny to a cquire  the
customer's  excess  genera tion a t the  customer's  current e ffective  re ta il ra te . In order to
prevent abuse  of the  NEM incentive , the  Arizona  NEM Rules  limit the  s ize  of customer
DG systems to a  maximum of 125 percent of the  NEM customer's  tota l connected load.

Once  e a ch ye a r (or for a  cus tome r's  fina l bill upon dis continua nce  of s e rvice ), the
e lectric utility credits  the  cus tomer for the  ba lance  of any rema ining excess  kph. The
payment for the  purchase  of these  year-end excess kph is  a t die  e lectric utility's  annual
a ve ra ge  a voide d cos t, which is  spe cifie d on the  e le ctric utility's  NEM Ta riff. A.A.C.
R14-2-2302(l) de fine s  a voide d cos t a s  "the  incre me nta l cos t to a n Ele ctric utility for
e lectric ene rgy or capacity or both which, but for the  purchase  from the  NEM facility,
such utility would genera te  itse lf or purchase  from another source ."

What dis tinguishes DG solar from other forms of DSM programs, is  the  export function
where excess power from the facility can How back to the  grid. If the  DG solar customer
did not export power to the  grid, there  would be  no need for NEM.

1 is  a  type  of EE.10 The  Electric Energy Efficiency Rules  a re  conta ined in A.A.C. R14-2-2401 through

2 2419 ("Ene rgy Efficiency Rule s"), and require  a ffected utilitie s  to achieve  cumula tive  annua l ene rgy

3 savings equivalent to a t least 22 percent of the  affected utility's  re ta il e lectric energy sa les for 2019.11

4

5 As  S ta ff outline d in its  Initia l Clos ing Brie f, the  Commis s ion's  Ne t Me te ring Rule s  (A.A.C.

6 Rl4-2-2301 e t seq.) a llow e lectric utility customers  to be  compensa ted for genera ting the ir own e lectric

7 ene rgy from renewable  re sources , fue l ce lls , or Combined Hea t and Power sys tems, a ll of which a re

8 forms of DG.12 S ta ff described the  function of the  Ne t Mete ring Rules  a s  follows:

9

1 0

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

22 Like  ma ny s ta te  ne t me te ring ru le s , the  Arizona  ru le s  provide  for "ba nking" or
a ccumula tion of cre dits  for e xce s s  powe r. Whe n the  me te r runs  "ba ckwa rds ," the

23 customer receives credit for his  genera tion exports  a t the  re ta il ra te .
24 S ta ff Br. a t 5-6.

25
2 6 Not a ll pa rtie s  to this  ca s e  pa rticipa te d in this  proce e ding, a nd not a ll pa rtie s  who pa rticipa te d

27

28

III. P ROP OS ED METHODOLOGIES . AND RES P ONS ES O F OTHER P ARTIES

10 Decision No. 71819 (August 10, 2010).
ll Staff Br. at 3-4.
12Id at 5.
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1 in the  he a ring file d brie fs . The  pos itions  of the  pa rtie s  who file d brie fs  a re  s e t forth he re .

A.  AP S

5

6

7

8

9

11

12

13

14

15

16

17

19

20

2 1

22

23

1. Ove rvie w

AP S  propose s  tha t the  va lue  of sola r should be  e s ta blishe d us ing ma rke t ba se d or cos t ba se d

da ta .13 AP S  pre se nte d a  Cos t of S e rvice  S tudy ("COS S ") tha t it propose s  be  use d for the  purpose  of

a sce rta ining the  cos ts  to se rve  rooftop sola r cus tomers , and for se tting ra te s  for rooftop sola r cus tomers .

AP S  a lso pre se nte d two me thodologie s , e ithe r of which it re comme nds  for the  purpose  of a sce rta ining

the  a ppropria te  le ve l of compe nsa tion to be  pa id to rooftop sola r cus tome rs  for the ir e xporte d e ne rgy:

a  S hort-Te rm Avoide d Cos t me drodology, a nd a  Grid-S ca le  Adjus te d me thodology."

AP S  conte nds  tha t s e tting  ra te s  ba s e d  on  cos ts  p rovide s  che cks  a nd  ba la nce s  to  pro te c t

cus tome rs , a nd conte nds  tha t whe n ra te ma ldng move s  a wa y from e mbe dde d cos ts  to re ly ins te a d on

s pe cula tive  va lue s  tha t ma y not ma te ria lize , cus tome rs  ma y e nd up pa ying for be ne fits  the y do not

rece ive . 15 AP S  contends  tha t any policy tha t would de te rmine  a  va lue  of sola r us ing a ssumptions  about

future  e ve nts  is  fla we d, a nd would fa il to prote ct cus tom e rs  from  ove rpa ying for e le ctric ity.16 AP S

be lie ve s  tha t the  a ppropria te  le ve l of compe nsa tion to rooftop sola r cus tome rs  for dre a r contribution to

de ma nd-drive n infra s tructure  cos t s a vings  should be  ba se d on how e ffe ctive  the  rooftop sola r sys te m

is  a t offse tting pe a k loa ds .l7

Curre ntly unde r ne t me te ring, utilitie s  purcha se  e xporte d rooftop sola r e ne rgy a t the  full re ta il

ra te . AP S  a s se rts  tha t while  the  utility initia lly purcha se s  the  e xporte d e ne rgy, the  utilitie s ' cus tome rs

ultim a te ly s ubs idize  the  purcha s e  through ra te s .I8 AP S  urge s  a  cha nge  to  ne t m e te ring, be ca us e

continua tion of the  s ta tus  quo would force  non-DG cus tome rs  to ove rpa y for rooftop sola r e xports  by

pa ying a  re ta il ra te  for a  whole sa le  product." AP S  conte nds  tha t a s  more  rooftop sola r is  ins ta lle d, the

ne t-me te ring ca use d cos t shift will de e pe n, a nd le ft unche cke d, the  cos t shift will be come  more  difficult

APS Br. at 1.
APS Br. at 2.

APS Br. a t 23-24.
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both of which would e s ta blis h a  price  for rooftop s ola r e xporte d e ne rgy ba s e d e ithe r on a ctua l da ta

from the  ma rke t or on cos t, would ba la nce  the  inte re s t of a ll cus tome rs  with the  inte re s ts  of the  rooftop

s ola r indus try." AP S  propos e s  tha t the  Commis s ion a dopt one  of its  two propos e d me thodologie s  for

de te rmining the  price  utilitie s  pa y for rooftop sola r e xports .22

AP S  e qua lly re c om m e nds  its  S ho rt-Te nn  Avo ide d  c os t m e thodo logy a nd  its  G rid -S c a le

Adjus te d m e thodology. According to AP S , its  S hort-Te rm  Avoide d Cos t m e thod, which re fle c ts  the

cos t tha t would be  incurre d to re pla ce  the  rooftop e xports  with e ne rgy from re a lize d whole sa le  ma rke t

sola r e ne rgy price s , would provide  a  lowe r ince ntive  to rooftop sola r, but would re duce  cos ts  for a n of

AP S 's  cus tome rs . AP S  s ta te s  tha t its  Grid-S ca le  Adjus te d me thod, which use s  a ctua l re porte d price s

for grid-sca le  sola  P urcha se  P owe r Agre e me nts  ("P P As"), would provide  a  highe r ince ntive  to rooftop

12 sola r, but would a lso re sult in highe r ra te s  for non-sola r cus tome rs .

13 AP S  conte nds  tha t in no e ve nt should the  price  pa id for rooftop sola r e xport e ne rgy e xce e d the

14 P rice  of grid-s ca le  s ola r." AP S  a s s e rts  tha t its  propos e d grid-s ca le  price  ca p is  jus tifie d, be ca us e : (1)

15 both rooftop a nd utility-sca le  sola r a pplica tions  re ly on sola r photovolta ic ("P V") pa ne ls , (2) grid-sca le

16 s ola r is  m ore  va lua ble  to the  s ys te m  Ma n rooftop s ola r, due  to ope ra tiona l diffe re nce s ; (3) both P V

17 a pplica tions  a chie ve  e nvironme nta l a nd socia l be ne fits , a nd (4) grid-sca le  P V a chie ve s  those  be ne fits

18 a t a  much lowe r cos t tha n re s ide ntia l-s ca le  pv.24 AP S 's  witne s s  Bra dle y Albe rt te s tifie d tha t in AP S 's

19

20

21

22

23

service  te rritory, non-solar customers pay approximate ly 14-16 cents/kWh for rooftop solar exports .25

APS  conte nds  tha t "utility cus tome rs  could pa y a pproxima te ly 4 ce nts /kWh" for sola r e ne rgy from

grid-sca le  solar facilities  instead, and tha t solar energy from grid-sca le  solar facilities  is  more  va luable

tha n rooftop sola r e xports ."

APS acknowledges  tha t it is  within the  power of the  Commiss ion to incentivize  rooftop sola r

24

25

26

27

28

20 APS Reply Brief ("Reply Br.") at 1-2.
21 APS Br. at 24.
22 APS Br. at 25.
23 ld, APS Reply Br. at 7-8.
24 APS Br. at 25, citing to Exh. APS-5, Direct Testimony of APS witness Bradley Albert, at 3, 27-32, APS Reply Br. at 7-
8, citing to Exh. APS-8, Direct Testimony of APS witness Ashley Brown, at 17.
25 Tr. at 477 (APS witness Bradley Albert).
be APS Br. at 23, citing to Tr. at 365 (APS witness Bradley Albert), and Exh. APS-5, Direct Testimony of APS witness
Bradley Albert, at 27-32.
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over and above  the  marke t based va lue  of grid-sca le  sola r a s  a  matte r of policy." APS be lieves  tha t

such a  policy Objective  is  bes t accomplished via  separa te , transparent, e ffective , leas t-cost and fa ir

incentives tha t are  ca libra ted to reflect market conditions, and not Harough hidden subsidies provided

through net metering

5 2. AP S 's  P ropos e d Me thodology for De te rmining Cos ts  to  S e rve  Rooftop S ola r
Customers

6

7 APS s ta tes  tha t de te rmining the  cost to se rve  customers  through a  COSS would provide  the

technica l founda tion for a  fa ir a lloca tion of cos ts  be tween customers , and be lieves  tha t its  proposed

COSS methodology fairly allocates costs and appropriately assigns cost responsibility to cost causers

A COSS is a  fundamental ra temaldng tool used to allocate  a  utility's  costs among its customers

ba se d upon die ir re spons ibility for incurring those  cos ts , a nd se rve s  a s  a  founda tion upon which

appropria te  pricing s tructures  a re  developed." APS's  witness  Mr. Snook described a  COSS genera lly

as  follows

A COSS is a  detailed analysis of audited financial information and actual customer load
da ta  tha t assesses  the  responsibility of each customer group for the  costs  incurred to
provide  se rvice  during the  re levant time  pe riod. The  COSS functiona lized, cla ss ifie s
and then a llocates costs  and revenues, beginning with wholesale  and re ta il customers
then continuing the  process  with va rious  broad classes  of re ta il se rvice  and fina lly to
sub-classes within each reta il class

The cost-allocation study enables APS to determine its unit costs, by function, incurred
to provide energy, demand, and customer services to each customer class and sub-class
as well as the support to those costs that each customer group presently contributes
through their rates

The ACC, and public utility commissions across the country, use cost-of-service studies
developed in this .rnanner to se t ra tes  for most public utilities , including water, e lectric
and gas utilities

APS asserts  tha t its  proposed COSS methodology fully credits  customers wider rooftop solar

systems for a ll cost savings resulting from the  capacity and energy their systems provide  to the  grid

Mr. Snook testified that a COSS is obi active and verifiable because it is based upon embedded historical

APS Reply Br. at 9
Id
APS Br. at 2. 5
See, e.g., Exh. APS-1(Direct Testimony of APS witness LelandSnook) at 7
Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 7
APS Br. at 2. 5
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cos ts ." For a n e le ctric utility, the  cos t-a lloca tion s tudy e na ble s  a  de te rmina tion of unit cos ts , by

function, tha t the  utility incurs  to provide  ene rgy, demand, and cus tomer se rvices  to each cus tomer

class and subclass.34 The COSS also allows the utility to determine the portion of those costs that each

customer class and subclass are  currently contributing through their rates.35

APS 's  witness  Mr. Snook te s tified tha t APS prepared its  COSS methodology us ing indus try-

accepted fictiona liza tion, cla ss ifica tion, and a lloca tion principle s ," and tha t the  me thodology "takes

into account not only the  cost to se rve  customers  with rooftop sola r, but a lso a ll of the  demonstrable

benefits  which include  a ll of the  energy produced by the  rooftop solar system and a  19 percent credit

9 for capacity savings ."37

10 APS's  proposed COSS Methodology for va luing solar consists  of four s teps. APS sta tes  tha t it

11 conducted an embedded COSS using data for the twelve month period ending December 14, 2014, and

12 us ing indus try-a cce pte d Cos t of Se rvice  Functiona liza tion, Cla ss ifica tion, a nd Alloca tion principle s ,

13 consistent with Commission-approved methods." An embedded COSS is  based on the  actual incurred

14 his torica l cos ts  and opera ting experience  of a  utility during the  se lected Test Year, a s  ve rified through

15 audited financia l da ta ." As  Mr. Snook expla ined:

16

17

18

19

The Company analyzed its costs, customer class sales and load characteristics during
this period - the number of customers and their demand and energy usage is commonly
referred to as "Billing Determinants" .- and used those results to allocate the various
plant and operating expenses to each customer class through a rigorous process of
functionadization, classification, and allocation of costs. The study results allow APS
to derive the percentage of cost to serve that is being recovered under current rates,
based on original cost, by class and sub-class.4°

20 a. Step One .- Cost Functionaliza tion and Classifica tion

21 APS groupe d the  e xpe nse  a nd ra te -ba se  ite ms  tha t comprise  a ll of APS 's  cos ts  into ma jor

22

23

ca tegories , such as  P lant in Service  or Opera ting and Maintenance  ("O&M") Expense , functiona lized

into Production, Transmission, Distribution or Customer re la ted costs , and then classified as  Demand,

24

25

26

33 Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 7-8.
34 Id.
35 Id.
Se Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 8.

27 37 Tr. At 103-104 (APS witness Leland Snook).
as Exh. Aps-l, Direct Testimony of APS witness Leland Snook, at 8.
39 Id
40 ld.28
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1 Energy, or Cus tomer."

Functiona liza tion re fe rs  to the  proce s s  of a ttributing e a ch ra te  ba se  or e xpe nse  ite m to a

pa rticula r function. For e le ctric  u tilitie s , ra tiona liza tion ca te gorie s  include  P roduction (the

genera tion of e lectricity), Transmission, Distribution, and Customer re la ted (metering and billing). 42

Classification refers to the  process of determining the  factor or factors that drive  the  magnitude

of the  cost. APS 's  witness  Mr. Snook provided the  following examples : if a  cost to se rve  is  driven by

the  amount of kph consumed, it is  classified as Energy, if a  cost to serve  is  driven by the  ra te  a t which

energy is  consumed (kw capacity), it is  cla ss ified as  Demand, and if a  cos t to se rve  is  driven by the

number of customers  taking se rvice  on the  APS system irrespective  of e ither the  kW demand or kph

energy, it is  class ified as  Customer."

b.

13

14

15

16

17

18

19

20

S te p Two - S e pa ra ting Out Rooftop S ola r Cus tome rs

AP S  grouped rooftop sola r cus tomers  into two subgroups: diode  on ene rgy-based ra te  schedule s

(including e ne rgy-ba se d time  of use , or "TOU" ra te  sche dule s ), a nd those  on de ma nd-ba se d TOU ra te

s che dule s .  AP S  be lie ve s  it is  a ppropria te ,  a nd cons is te nt with COS S  cos t ca us a tion princ iple s ,  to

a na lyze  cus tome rs  with rooftop sola r a s  a  se pa ra te  subcla ss  of pa rtia l re quire me nts  cus torne rs .44 AP S

a sse rts  tha t if subcla ss  of cus tome rs  is  sufficie ntly diffe re nt from the  sub-group's  curre nt cla ss ifica tion

in rega rd to se rvice , load, or cos t cha racte ris tics , it is  appropria te  to place  tha t sub-group into a  sepa ra te

class.45 AP S  a s s e rts  tha t us ing  tra ditiona l COS S  m e thodologie s  fa il to  re fle c t tha t rooftop  s ola r

cus tome rs  ta ke  diffe re nt s e rvice s  tha n typica l cus tome rs , a nd re s ult in ra te s  tha t do not fa irly re fle ct

causation 46

2 1

22

23

According to Mr. S nook's  te s timony, the  loa d da ta  de mons tra te  tha t a s  a  group, rooftop sola r

cus tome rs  me e t a ll thre e  of the se  crite r*ia .47 He  te s tifie d tha t rooftop sola r cus tome rs , who a re  pa rtia l

re quire me nts  cus tome rs  (be ca use  the y supply a  portion of the ir own e ne rgy ne e ds) ha ve  ve ry diffe re nt

Exh. Aps-l, Direct Testimony of APS witness Leland Snook, at 9, 10.
Id at 8
Id at 9
APS Br. at 20.
APS Br. at 15, citing to Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 11.
APS Reply Br. at 2.
Tr. at 108, 110, 116, 174 (APS witness Leland Snook).
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10

loa d cha ra cte ris tics  tha n typica l re s ide ntia l cus tome rs .48 AP S  a s s e rts  tha t a  typica l rooftop s ola r

cus tomer require s  only 30 pe rcent of the  ene rgy used be fore  adopting sola r, but s till require s  81 pe rcent

of the  ca pa city, a nd tha t while  a  rooftop sola r cus tome r supplie s  a  s ignifica nt portion of its  own e ne rgy

ne e ds , the re  is  s till a  ne e d for utility infra s tructure  to s e rve  tha t cus tome r's  ne e ds  during mos t of the

cus tom e r's  pe a k de m a nd."

AP S  a s s e rts  tha t in  a ddition to  the  diffe re nt loa d profile s  of rooftop s ola r cus tom e rs ,  which

makes  it appropria te  to trea t them as  a  sepa ra te  subcla ss  of cus tomers  than othe r re s identia l cus tomers

utilitie s  incur diffe re nt cos ts  to se rve  pa rtia l re quire me nts  cus tome rs ." According to AP S , rooftop sola r

cus tome rs  re quire  a dditiona l se rvice s  tha t othe r re s ide ntia l cus tome rs  do not re quire ." AP S  cla ims  tha t

such re a l-time  sys te m ope ra tiona l se rvice s  include  s ta ndby se rvice  for time s  whe n a  cus tome r's  rooftop

11 s ola r unit production drops  to  ze ro,  the  inrus h curre nt tha t is  ne ce s s a ry to  s ta r m otors  s uch a s  a ir

12 c ond itione rs ,  fre que nc y c on tro l,  pha s e  ba la nc ing  a nd  vo lta ge  s ta b iliz a tion ,  a nd  a dd itiona l g rid

13 ma na ge me nt re quire me nts  due  to rooftop sola r e ne rgy e xpor'ts .5

c. S te p Thre e  - Alloca ting Cos ts

15 AP S de ve lope d a lloca tion  fa c tors  ba s e d on kw, kph a nd num be r of cus tom e rs ,  in  orde r to

16 a lloca te  the  functiona lize d a nd cla s s ifie d cos ts  to the  ACC re ta il jurisdiction, a nd to the  va rious  re ta il

17 cus tome r cla sse s  a nd sub-cla sse s .53 F rom  the  da ta  s e t o f AP S 's  e n tire  loa d ,  AP S  de ve lope d  the

18 tra ditiona l coincide nt (s ys te m) pe a k de ma nd ("CP ") a lloca tions , non-coincide nt (cla s s -s pe cific) pe a k

19 de ma nd ("NCP ") a lloca tions , a nd S um of Individua l Ma x de ma nd (the  sum of the  individua l pe a k loa ds

2 0 or de ma nds  of a ll cus tome rs  within a  pa rticula r cus tome r cla ss ) a lloca tions , a nd the  e ne rgy a lloca tions

2 1 AP S  s ta te s  tha t it ha s  tra ditiona lly use d the  a lloca tion me thods  it use d in die  COS S  me thodology which

22 the  Commiss ion ha s  accepted for many yea rs .54

14

23

24

25

26

is Id
49 Id
50 APS Br. at 17-20.

27 51 See APS Br. at 17-20.
52 APS Br. at 19, citing to Exh. TEP-2, Rebuttal Testimony of TEP/UNSE witness Carmine Tillman, at 7-8

53 Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 9, 10.
54 Id at 11.28
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3

1) Transmiss ion and Dis tribution Cos t Alloca tions

APS states that its allocation of transmission costs effectively assumed that each customer class

pays the cost of transmission service, even though rooftop solar customers do not pay those costs.55

Because  dis tribution plant is  genera lly des igned to mee t a  customer class 's  peak load, which
4

m a yo r m a y n o t b e  c o in c id e n t with  C P , AP S  a llo c a te d  c o s ts  re la te d  to  d is trib u tio n  s u b s ta tio n s  a n d
5
6 p rim a ry d is tr ib u tio n  lin e s  b a s e d  o n  NC P  lo a d s .5 6 AP S  a llo c a te d  c o s ts  re la te d  to  d is tr ib u tio n

8

7 transformers  and secondary dis tribution lines  based on Individua l Max demand.

2) P roduction Cos t Alloca tion

9
juris dic tions  ba s e d on the  a ve ra ge  of the  s ys te m  pe a k de m a nd occurring in the  four s um m e r m onths  of

10
J une , J uly, Augus t a nd S e pte m be r ("4CP ").58 AP S  s ta te s  tha t this  a lloca tion m e thodology is  cons is te nt

11
with the  a lloca tion m e thod re quire d by the  Fe de ra l Ene rgy Re gula tory Com m is s ion ("FERC"), a nd ha s

APS allocated costs related to its production-related assets57 between ACC and non-ACC

12

13

14

15

17

18

19

20

21

been accepted by the  Commission for many years ."

APS then a lloca ted production cos ts  within the  Commiss ion-jurisdictiona l cus tomer cla sses ,

based on the  Average  and Excess  Demand ("AED") me thod, which it s ta te s  is  required by Decis ion

No. 69663 (June 28, 2007).60 AED uses the sum of the NCP Average Demand allocator and the System

Peak Excess Demand allocator.6' The NCP Average Demand allocator uses each class 's NCP demand

weighted by the  class  load factor, ca lcula ted using the  class  energy and the  NCP demand.62 The

System Peak Excess  Demand a lloca tor is  de te rmined by firs t ca lcula ting the  NCP Excess  Demand,

which is  the  difference between each class 's  NCP and that class 's  average demand. The  sum of NCP

Average Demands is subtracted from the single system peak demand, to derive the System Peak Excess

Demand." The System Peak Excess Demand is then allocated to each class basedon Me proportionate
22

23

24

25

26

27

28

as Id APS assigned transmission plant directly to the non-ACC jurisdictional portion of the COSS, but brought a portion
of transmission costs back into the ACC-jurisdictional cost of service to offset the Open Access Transmission Tariff
("OATT") revenues, to ensure no double counting of transmission costs between the ACC and non'-ACC jurisdictions.
's Exh. APS-1, Direct Testimony of APS witness Leland Snook, at ll.
57 Production-related assets are generally designed and built to enable a utility to meet its peak system load.
58 Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 10.
59 Id

60 Id
61la
62 Id

" Id  a t 10, l l .
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1 share of the sum ofNCP Excess Dernands.64

2 APS's  cost a lloca tion for rooftop solar customers  used da ta  for the ir entire  load. APS be lieves

3 tha t the  only way to fully account for a ll costs  and benefits  associa ted with rooftop sola r is  to firs t use

4 a  rooftop sola r cus tomer's  entire  load to a lloca te  cos ts , and then to sepa ra te ly credit back the  ene rgy

5 a nd ca pa city sa vings  from the  rooftop sola r cus tome r's  production.65 According to AP S , the  only

6 a lte rna tive  method would be  to use  de livered load, Le ., only the  customer's  load directly se rved by the

7 utility, but as  APS's  witness  tes tified, us ing such an a lte rna tive  would underestimate  the  costs  incurred

8 to serve  rooftop solar customers, because  it would not capture  a ll the  services provided by the  utility.66

9 APS contends  tha t because  utilitie s  incur rea l cos ts  to provide  "behind the  mete r" se rvices  even when

10 a  rooftop s ola r cus tome r is  s e lf-s upplying a  portion of its  own e ne rgy ne e ds , thos e  cos ts  mus t be

l l a lloca ted fa irly.67 APS s ta te s  tha t such cos t-caus ing behind the  me te r se rvice s  include  gene ra tion

12 backup in die  event of a  rooftop sola r system fa ils  or is  turned off, s ta rt-up, or inrush, power needed to

13 powe r la rge r motors , s uch a s  a ir conditione rs  a nd pool pumps , a nd volta ge  qua lity to e ns ure  the

14 ope ra tion of s e ns itive  e quipme nt."

15 d. S tep Four .- Crediting Rooftop Sola r Customers

16 AP S  s ta te s  tha t it the n cre dite d the  rooftop s ola r cus tome r for (i) a ll of the ir s e lf-provide d

17 ca pa city ba s e d on a  compa ris on to the  AP S -de live re d cus tome r loa d, a nd (ii) the ir e ntire  e ne rgy

18 production, including both wha t the  cus tome r consume d on s ite  a nd wha t wa s  de live re d to the  grid.

19 For the  e ne rgy cre dit, AP S  a pplie d its  file d a voide d cos t of 2.895 ce nts /kWh to e a ch me te re d kph

20 produced by the  rooftop sola r unit.69 For the  capacity credit, APS used metered da ta  to de te rmine  the

21 capacity contribution of rooftop solar to APS's  peak needs, by measuring how much rooftop solar was

22 produced a t the  time  of CP and a t the  time  of the  res identia l NCP.70 Then, us ing the  AED method for

23 a lloca ting demand cos ts , APS  took ha lf of dirt CP  contribution and ha lf of tha t NCP contribution to

24

25

26

27

28

64 Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 11.
65 APS Br. at 8.
he APS Br. at 8, 10, citing to Tr. at 109-110 (APS witness Leland Snook).
67 APS Br. at 9.
68 APS Br. at 9, citing to Tr. at 1369, 1375, 1380, and 1377 (Staff witness Howard Solganick).
69 Exh. APS-1 (Direct Testimony of APS witness Leland Snook) at 16-17.
70 Id at 16, 18.
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2

1 arrive  a t a  capacity credit of 19 percent to demand-re la ted costs ."

3. Comments on APS's Proposed COSS Medmodology

3 a . Vote  S ola r

4

5

6

7

8

9

1 0

11

1 2

13

1 4

15

1 6

1 7

1 8

1 9

1) Transpa rency Issues

Vote  Sola r cla ims  the re  a re  s ignificant transpa rency is sue s  with the  cos t of se rvice  s tudie s

pe rforme d by AP S , be ca use  Vote  S ola r a nd othe r pa rtie s  we re  una ble  to fully a na lyze  the  s tudy

results ." Vote  Sola r contends  tha t because  proprie ta ry third-party sys tems were  used to deve lop the

study, other parties ' ability to fully analyze the study and study results were lirnited.73 Vote Solar sta tes

that it ra ised the transparency and accessibility issues with APS during discovery, and while  APS made

efforts  to assis t Vote  Solar, Vote Sola r was s till unable  to fully review the  s tudies  in a  timely manner."

Vote Solar asserts that the proxy model and spreadsheets containing the inputs and outputs to the model

materia ls  which APS provided did not a llow parties  to fully eva lua te  and assess  COSS results  under

a lte rna te  scenarios.75 Vote  Solar asserts  tha t APS understa tes  the  difficulty involved in replica ting its

s tudy, and points  to Ms . Kobor's  te s timony tha t she  would cons ide r APS 's  mode l "a  black box."76

Vote Solar asserts that the transparency issues provide cause to reject the study, and provide evidence

tha t it is  preferable  tha t an independent third-party conduct future  va lue  of sola r ana lyses ." Based on

its  contention tha t the  cos t of se rvice  s tudies  presented in this  proceeding a re  irre levant, Vote  Sola r

be lieves  it is  not unduly pre judiced by its  inability to fully review them in this  proceeding, but a sse rts

tha t if the  Commiss ion concludes  tha t the  cos t of se rvice  s tudies  a re  re levant, the  transparency and

20

2 1

22

23

24

25

26

27

28

71 Id at 16.
12 Vote Solar Br. at 35, 40-41, Vote Solar Reply Br. at 21-22.
73 Vote Solar Reply Br. at 21 , Vote Solar Br. at 40-4 l , citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness
Briana Kobor, at 8-9. Ms. Kobor's Rebuttal Testimony was pre-filed in dies docket on April 7, 2016. Therein, on p. 8, it.
12, Ms. Kobor stated, in regard to the APS COSS:

APS has indicated that they are using a new cost-of-service model with a proprietary back-end. They
have provided spreadsheets with inputs and outputs to the model as well as a proxy version of the model,
but the proxy version is not linked to the inputs and outputs provided and therefore does not enable a full
evaluation nor assessment of results under alternate scenarios. In conversations with APS they indicated
that they would not be willing to re-run the model with alternate assumptions in this case.

Despite the concerns expressed by Ms. Kobor, Vote Solar requested no extension of the deadline for filing its testimony,
and filed no motions related to the discovery issues recounted in Ms. Kobor's pre-filed testimony, at the hearing, or in its
briefing.
74 Vote Solar Br. at 41.
75 Id

76 Vote Sola Reply Br. at 21 -22, citing to Tr. at 1711 (Vote Solar witness Briana Kobor), and Exh. Vote-Solar-9.
77 Vote Solar Br. at 41.

15 DECIS ION NO.



I

DOCKET no. E-000001-14-0023

1

2

3

4

5

6

7

8

9

10

11

a cce s s ibility is s ue s  it ra is e s  provide  ca us e  for the ir re je ction." Vote  S ola r a gre e s  with S ta ff" s

recommendation tha t in future  proceedings, APS be  required to provide  a  workable  model with linked

inputs and outputs, so that parties can vary the inputs and assumptions.79

2) COSS  Me thodology

Vote  Solar contends that die  cost of service  studies presented by APS are  irre levant to a  value

of sola r ana lys is  because  ca lcula ting the  cos ts  and revenues  associa ted with providing e lectricity to

sola r cus tomers  is  an independent and dis tinct ana lys is  from va luing the  ne t bene fits  rooftop sola r

no role  in a  value of solar analysis.81 Vote Solar states that APS has recognized that the cost of service

ana lys is  and the  va lue  of sola r ana lys is  a re  fundamenta lly diffe rent, and points  out tha t none  of its

methodologies  incorpora te  its  cos t of se rvice  results .82 Vote  Sola r contends  tha t even if the  s tudies

12

13

were  re levant, they a re  flawed and ove res tima te  the  cos ts  to s e rve  s ola r cus tomers , and s hould not form

the  bas is  of any findings  in this  proceeding.83

Vote  S ola r conte nds  tha t AP S 's  COS S  fa ils  to  a ccura te ly re fle c t the  be ne fits  rooftop s ola r14

15 provide s , be ca us e  it only incorpora te s  s hort-te rm a voide d e ne rgy a nd ge ne ra tion ca pa city s a vings  a s

16 the y occur, while  it omits  a ny s a vings  for tra ns mis s ion a nd dis tribution cos ts , a nd doe s  not include

17 e nvironme nta l a nd e conomic be ne fits .84 Vote  S ola r a rgue s  tha t it is  ina ppropria te  to wa it to a s cribe

18 va lue  for capacity bene iiits  until AP S  acquire s  additiona l capacity, a s s e rting tha t a  be tte r approach is  to

19 va lue  be ne fits  on a  continuous  ba s is , a nd tha t the  modula rity a nd s ca la bility of rooftop s ola r ca n offs e t

20 or delay capacity additions.85

Vote Solar contends that APS's COSS is methodologically flawed regarding rooftop solar, and21

22

23

24

25

26

27

28

78 Id, Vote Solar Reply Br. at 22.
79 Vote Solar Reply Br. at 22, citing to Staff Br. at 33.
so Vote Solar Br. at 36, Vote Solar Reply Br. at 19.
81 Vote Solar Reply Br. at 19.
82 Vote Solar Br. at 36, Vote Solar Reply Br. at 19, citing to Exh. Aps-l, Direct Testimony of APS witness Leland Snook,
at 29.
so Vote Solar Br. at 35, 36.
soVote Solar Reply Br. at 21, referring to Exh. Aps-l, Direct Testimony of APS witness Leland Snook, at 29.
as Vote Solar Reply Br. at 21, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 25 (the
traditional utility planning model cannot, by design, properly account for the benefits of rooftop solar).
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11
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1 3

disagrees with the conclusion APS drew from its COSS regarding a cost shift.86 Vote Solar contends

that the results of Me COSS are skewed by APS's decision to allocate costs based on rooftop solar

customers' total load, including load served on-site by the rooftop solar system, instead of allocating

costs based only on delivered 10ad.87 Vote Solar contends that costs should instead be allocated only

on delivered load, just as it is allocated to non-DG customers, and asserts that because of this disparate

treatment of rooftop solar customers, APS's COSS overestimates energy-related and peak demand-

related costs by 28 to 38 percent." Vote Solar argues that because these costs drive approximately 63

percent of the revenue requirement, such an overestimation substantially impacts the study results.

Vote Solar asserts that APS's allocation also inflates the costs related to NCP by 3 to 7 percent, and

costs related to individual maximum peak by 7 to 10 percent."

Vote Solar Does not accept APS's view that allocating costs to rooftop solar customers' total

load is necessary to account for APS's costs of providing start-up power, voltage quality, and

generation backup.9° Vote Solar asserts that such services are not unique to solar customers, and that

14 a lloca ting cos ts  based only on de live red load would fully account for them.91 Vote  Sola r s ta te s  tha t

15 APS provided no evidence of incrementa l costs  associa ted with those  services, and argues that even if

16 they exis t, a lloca ting costs  based on tota l load is  not appropria te .92 Instead, Vote  Sola r asse rts , APS

17 should identify incrementa l expenses , and then a ttribute  them based on de livered load."

1 8

19

20

21

Vote Solar opposes APS's method of crediting of rooftop solar customers, asserting that it does

not appropria te ly va lue  rooftop solar's  benefits  because  it includes only capacity and energy benefits ,

and does not include transmission and distribution benefits , and other rooftop solar benefits  tha t Vote

Solar be lieves should be  included.94 To account for the  va lue  of exports , APS credited rooftop solar

22

23

24

25

26

27

28

sh Vote Solar Br. at 37-39, Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 9-21, Vote Solar
Reply Br. at 19-21.
so Vote Solar Br. at 37, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 10-13 , Vote
Solar Reply Br. at 20.
so Vote Solar Br. at 37-38, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 17.
89 Id
90VoteSolar Reply Br. at 20, referring to APS Br. at 9-13.
91 Vote Solar Reply Br. at 20.
92 id.
93Id.
94 Vote Solar Br. at 38, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 13-14, Tr.
at 132-134 (APS witness Leland Snook), and Exh. TASC-29, Rebuttal Testimony of TASC witness William Monsen, at
16-18, 19.
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customers for the ir entire  energy production a t the  net metering ra te  of 2.895 cents/kWh, and credited

them for se lf-provided capacity with a  portion of the  production demand cos ts .95 Vote  Sola r would

prefer that costs be allocated to rooftop solar based only on delivered load, ra ther than allocated on the

entire  load, with a  partia l credit back based on a  portion of production demand costs.96

Vote Solar cla ims that APS's COSS improperly understa tes die  revenues received from rooftop

sola r cus tome rs  for the  e le ctricity AP S  provide d to the m." AP S  tota le d the  re ve nue s  re ce ive d by

rooftop sola r cus tomers , then subtracted the  ne t me te ring compensa tion APS pa id for the ir exports .

Vote  Solar asserts  that it is  improper to include the  compensation APS pays to rooftop solar customers

in the  COSS, because  the  costs  a re  not re la ted to providing e lectricity to rooftop solar customers."

1 0

1 1

3) Rooftop Solar Customers  as  Partia l Requirements  Customers

In its  Reply Brief, Vote  Solar a rgues tha t the  establishment of a  separa te  ra te  class  for rooftop

12 solar customers as proposed by APS, and supported by AIC, is  outside  the  scope of this  proceeding.99

13 Vote Solar argues that "[s]ingling out solar customers as a  separate  class is  a  paradigmatic ra te  design

14 decis ion, and it would be  inappropria te  for the  Commiss ion to do so in this  genera lly-applicable  va lue

16 proce e ding to conduct a  fa ct-spe cific inquiry compa ring rooftop sola r cus tome rs  to a  utility's  othe r

18 cus tome r in a  ra te  cla s s  diffe rs  from othe r type s  of cus tome rs  doe s  not by its e lf jus tify dis pa ra te

1 9

2 0

2 1

22

treatment."'°2 Vote Solar believes that in order to avoid unconstitutional discriminatory rate treatment,

there must be a determination "[w]hether the differences between the average solar customer and the

average non-solar customer result in any meaningful impacts that would justify singling out solar

customers for differential rate treatment" and that such a holistic and comprehensive analysis is not

23

24

25

26

27

28

95 Vote Solar Br. at 38, referring to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 14, and
citing to Exp. TASC-29, Rebuttal Testimony of TASC witness William Monsen, at 17-18.
96 Vote Solar Br. at 38.
97 Vote Solar Br. at 38-39, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 17-18.
is Vote Solar Br. at 39.
99 Vote Solar Reply Br. at 22.
100 ld at 23 .
lot Ill

102Id
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2

3

4

5

6

7

8

9

10

1 possible  in this proceeding. 103

Vote  S ola r oppose s  cla ss ifica tion of rooftop sola r cus tome rs  a s  pa rtia l re quire me nts  cus tome rs ,

b e c a u s e  a  h o u s e h o ld  o r s m a ll b u s in e s s  th a t  in s ta lls  ro o fto p  s o la r is  d iffe re n t fro m  la rg e  a n d

cus tome r is  typica lly use d to re fe r to la rge  comme rcia l a nd indus tria l cus tome rs  with comple x e ne rgy

ne e ds  a nd sophis tica te d loa ds .105 Vote  S ola r a rgue s  tha t un like  tra d itiona l pa rtia l re quire m e nts

cus tome rs , a  rooftop sola r cus tome r doe s  not re quire  the  utility to incur a dditiona l cos ts  or cha nge  its

in fra s truc tu re ,  a nd  tha t rooftop  s o la r c us tom e rs  c on tinue  to  re ly on  the  s a m e  tra ns m is s ion  a nd

b . TAS C

11

12

1) Transparency Issues

TASC agrees with Vote  Solar tha t APS's  COSS is  based on a  proprie tary model tha t limits  full

13 eva lua tion of its  a ssumptions  and inputs .107

2 )14 COS S  Me thodology

15

16

17

18

19

20

2 1

22

TAS C a rgue s  tha t it is  ina ppropria te  to us e  a  COS S  m e thodology to de te rm ine  the  va lue  of

DG.108 TAS C a sse rts  tha t due  to the  re troa ctive  na ture  a s  a  tool to me a sure  cos ts  in a  his torica l te s t

ye a r, a  COS S  ca nnot ca pture  e xpe cte d future  be ne fits  of rooftop sola r re source s , such a s  the ir a bility

to offs e t the  ne e d for future  de ve lopme nt of tra ns mis s ion, dis tribution, or ge ne ra tion upgra de s .109

TAS C cha rge s  tha t the  utilitie s ' c la im s  tha t the  curre nt ra te  s tructure  ca us e s  non-DG cus tom e rs  to

s ubs idize  rooftop s ola r cus tome rs  a re  ba s e d on cos t of s e rvice  s tudie s  tha t e xclude  long-te rm va lue

TAS C dis pute s  AP S 's  a s s e rtions  tha t its  COS S  m e thodology a ccounts  for a ll rooftop s ola r

23

24

25

26

27

28

103 Vote Solar Reply Br. at 23-24.
104Vote Solar Br. at 5, Vote Solar Reply Br. at 25.
105 Vote Solar Br. at 25, citing to Tr. at 1623-1625 (Vote Solar witness Cult Volkmann).
10s Vote Solar Reply Br. at 25.
107 TASC Br. at 16, citing to Exh. Vote Solar-8, Direct Testimony of Vote Solar witness Briana Kobor, at 15, TASC Reply
Br, at 12, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 15 and Exh. Vote Solar-8,
Rebuttal Testimony of Vote Solar witness Briana Kobor, at 8.
108 TASC Br. at 15
109 TASC Br. at 15, citing to Tr. at 2029 (TASC witness William Monsen); TASC Reply Br. at 10.
110 TASC Br. at 1-2.

I
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1

2

3

4

5

6

7

benefits , fully credits  re s identia l sola r cus tomers  for a ll cos t savings  re sulting from the  capacity and

energy supplied to the  grid, that it is  more  appropria te  to a llocate  distribution costs  based on NCP, and

tha t ra te s  would re flect a  19 pe rcent demand credit on an ongoing bas is  a s  the  bene fit provided by

rooftop sola r is  a ctua lly re ce ive d TASC argues  tha t because  a  cost of se rvice  s tudy is  based on

embedded ra ther than marginal costs , a  test year change in cost of service  as a  result of rooftop solar

adoption has no direct link to how the  utility's  cost may actually be  reduced in the  future .112

Like  Vote  S ola r, TAS C a s s e rts  tha t AP S 's  a lle ga tions  of cos t s hifting from rooftop s ola r

8 customers  to non-DG customers  a re  based on an improper a lloca tion of costs  in its  COSS.l13 TASC

9 objects to APS's choice  to a llocate  costs to rooftop solar customers based on their tota l load as opposed

10 to the ir de live re d loa d. TASC a sse rts  dirt this  a lloca tion is  ina ppropria te , a nd tha t it infla te d rooftop

l l sola r cus tomers ' a lloca ted costs  by 28 to 38 percent."4 TASC contends  tha t the  capacity va lue  APS

12 a ss igne d to rooftop sola r is  fa r too low, give n its  contribution to the  top 10-15 pe rce nt of APS 's  top

load hours ."5

TASC cla ims tha t APS omitted any potentia l benefits  re la ted to transmiss ion and dis tribution

15 from the  cre dits  it a s s igne d to rooftop sola r, tha t AP S  ignore s  the  ge ne ra tion de ma nd re ductions

16 a ssocia ted a iM exports ."6 TASC a rgues  tha t APS 's  COSS prema ture ly de te rmined tha t the  va lue  of

17 s ola r is  ze ro."7

18 3)

19

20

Rooftop Solar Customers as Partia l Requirements Customers

TASC disagrees with assertions by APS, TEP and AIC tha t rooftop solar customers should be

pla ce d in a  s e pa ra te  ra te  cla s s , a nd a rgue s  tha t the  a s s e rtions  a re  uns upporte d a nd cons titute

dis crimina tory tre a tme nt of rooftop s ola r cus tome rs ."8 TAS C a rgue s  tha t pla cing rooftop s ola r21

22

23

24

25

26

27

28

111 TASC Reply Br. at 9, citing to APS Br. at 6, 10, 12, 14.
112 TASC Br. at 15, citing to Exh. TASC-27, Rebuttal Testimony of TASC witness R. Thomas Beach, at 27.
113 TASC Reply Br. at 12.
114 TASC Reply Br. at 12, citing to Tr. at 136-137 (APS witness Leland Snook) and Exh. Vote Solar-7, Direct Testimony
of Vote Solar witness Briana Kobor, at 16-17 and Table 2.
115 TASC Br. at 7, referring to Exh. TASC-29, Rebuttal Testimony of TASC witness William Monsen at 16-18 and Exh.
TASC-27, Rebuttal Testimony of TASC witness R. Thomas Beach, at 14-15.
116 TASC Br. at 17, TASC Reply Br. at 12, citing to Tr. at 111, 133, 136-137, (APS witness Leland Snook), Exh. TASC-
29, Rebuttal Testimony ofTASC witness William Monsen, at 19, and Exh. TASC-27, Rebuttal Testimony ofTASC witness
R. Thomas Beach, at 19-21.
117 TASC Reply Br. at 12-13, citing to Exh. TASC-29, Rebuttal Testimony of TASC witness William Monsen, at 19.
its TASC Br. at 21, 22, TASC Reply Br. at 17, 18.

20 DECIS ION no .

13

14  I

Lu l'I-I IIII



DOCKET no.  E-000001_14-0023

1

2

3

4

5

6

7

8

9

cus tome rs  in a  se pa ra te  cla ss  ske ws  the  COS S  re su1ts .'19 TAS C a lso a rgue s  tha t it is  imprope r for the

utilitie s  to ha ve  run the ir cos t s tudie s  us ing a  se pa ra te  cla s s  prior to a  Commiss ion de te rmina tion in a

TAS C dispute s  a s se rtions  tha t a  diffe re nce  in rooftop sola r cus tome rs ' loa d profile s  jus tifie s  a

s e pa ra te  cus tome r cla s s , a rguing tha t othe r de ma nd-s ide  te chnologie s  ca n a ls o produce  s ignifica nt

cha nge s  is  cus tome rs ' loa d profile s .121 TAS C a sse rts  dirt the  utilitie s  ignore  tha t the re  a re  s ignifica nt

va ria tions  in loa d sha pe s , both a mong cus tome rs  with s imila r e nd use s  in the ir re s ide nce s  a nd be twe e n

.cus tom e rs  who ha ve  ins ta lle d va rious  loa d-m odifying te chnologie s .122 TAS C  c la im s  th a t AP S 's

ana lysis  provides  no compe lling evidence  tha t rooftop sola r customers  have  load shapes  tha t a re  outs ide

10 of norma l va ria tion in loads  seen in the  re s identia l cla ss .123

c .  S t a ff11

12

13

14

15

16

17

18

19

20

1) Transparency Issues

Sta ff s ta tes  tha t its  primary concern with the  cos t s tudies  submitted by both APS and TEP is

tha t odde r pa rtie s  cannot use  the  s tudie s  to support the ir own pos itions  in a  ra te  ca se .124 S ta ff is

concerned that the  parties were  not able  to conduct a  thorough review of the  models, and in particular

theAPS model, because  the  model is  proprie tary and the  vendor would not agree  to make it available

for the parties ' use in this proceeding, without the purchase of software at a  cost of around $250,000.45

Staff believes that more  transparency on the  models would be  helpful, not only in this  proceeding, but

in future  proceedings, where  there  may be  questions on cost of service  and on the  parties ' abilities  to

interact with Me models the  utilities use .126

Staff be lieves tha t s ince  APS's  COSS model is  proprie tary, APS should be  required to make a

22 spreadshee t ava ilable  with inputs  linked to output, so tha t a ll pa rtie s  will have  access  to a  workable

21

23

24

25

26

27

28

119 TASC Reply Br. at 17.

120 ld. at 17-18.
121 TASC Br. at 21, citing to Exh. TASC-29, Rebuttal Testimony of TASC witness William Monsen, at 9, TASC Reply
Br.at 18.
122 Id
123 TASC Br. at 22.
1z4 Staff Br. at 30, Staff Reply Br. at 14.
125 Staff Br. at 30-31.
126Id at 32.
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1 model that they can use to vary the inputs in support of their positions.'27 Staff suggests that APS could

2 request funding for this  in its  upcoming ra te  case .128

3 Sta ff asse rts  tha t resolution of future  transparency issues  in this  proceeding will facilita te  use

4 of a ll types of models in future  proceedings.129 Staff recommends that models used by the  Commission

5 should follow the  transparency guidelines tha t Mr. Huber outlined in his  testimony, and tha t a ll models

6 us e d s hould be : (l) tra ns pa re nt in tha t a ll inputs , a s s umptions , a nd ca lcula tions  s hould be  cle a rly

7 described and expla ined, (2) access ible , i.e ., the  cos t-benefit ca lcula tion should be  made  ava ilable  to

8 the  public in the  form of an e lectronic spreadshee t tha t is  published on the  Commission's  website , and

9 (3) the re  is  a n a bility to cha nge  inputs  a nd a s sumptions  use d in the  ca lcula tion, which a re  like ly to

10 change over tirne .130

l l 2) COSS Methodology

12 Staff does not believe that the transparency issues parties raised in this proceeding with respect

13 to the COSS models bars Commission consideration of the substantive issues ra ised.13' Regardless of

14 any me thodology adopted in this  proceeding, S ta ff contends  tha t no pa rty is  precluded from ra is ing

15 issues in a  rate  case with respect to the cost study.132

16 3) Rooftop Solar Customers as Partia l Requirements Customers

17 Sta ff s ta tes  tha t ra te  des ign issues  have  an impact on the  leve l of cost shift be tween DG and

18 non-DG cus tome rs , a nd a s se rts  tha t this  proce e ding is  not the  a ppropria te  docke t for a doption of

19 cha nge s  to a  utility's  ra te  de s ign, including the  is sue  of whe the rrooNop sola r cus tome rs  should be

20 treated as a separate class for rate design purposes.133 Staff argues that Me issue of a separate rate class

21 is  not part of the  methodology for de termining e ither the  cost or the  value  of solar, but is  instead a  ra te

22 des ign is sue  tha t should be  examined in the  context of e ach utility's  ra te  ca se , a long with othe r ra te

23 design issues involving rooftop solar customers.'3'*

24

25

26

27

28

127 Id at 33 .
128 Id

129 Staff Reply Br. at 14.
130 Staff Br. at 33, citing to Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 8-9.
131 StaffRep1y Br. at 14.
132 Id

133 Sta1*1IRep1y Br. at 17.
134 ld .
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4.1 AP S 's  Re sponse s  to Comme nts  on its  P ropose d COS S  Me thodology

2 a . Tra ns pa re ncy Is s ue s

3 AP S  re s ponds  tha t Vote  S ola r's  a rgume nts  tha t it could not s e pa ra te ly run its  own s ce na rios

4 us ing  AP S 's  CO S S  m ode l a re  ina ccura te ,  a nd  a  re d  he rring .135 AP S  s ta te s  tha t it de ta ile d  its

5 methodological assumptions, provided all of the COSS inputs, and shared the full output of its model,

6 and that any party could have taken the provided information and replicated the analysis using their

7 own COS S  tool.136 AP S  s ta te s  tha t priva te  litiga nts  inte rve ne  on a  re gula r ba s is  to conte s t va rious

8 complica te d a na lytica l a spe cts  of utility ca se s  such a s  a  COS S , a nd the y a re  a ble  to spe nd the ir own

9 funds  to ge t lice nse s  from a ppropria te  ve ndors , such a s  the  COS S  lice nsor UI in this  ca se , or a cquire

10 their own cost of service model, or hire a third party to perform a full COSS for them.137 APS points

l l out that Vote Solar's witness admitted that she could review the assumptions that APS made in its

12 proposed COSS methodology, and that Vote Solar chose not to raise a concern about accessing APS's

13 CUSS methodology prior to the filing of its testimony.138 APS asserts that to the extent other litigants

14 are able to fully assess, debate, and critique utilities' methodological ratemaking choices, it is not clear

15 why utilities should be required to fluid private parties' efforts to protect their interests.139 Finally,

16 APS asserts that because this proceeding concerns the selection of an appropriate methodology, and

17 not the precise outcome of that methodology, Vote Solar's stated concerns regarding the transparency

18 of the model are irrelevant.14° APS argues that if Vote Solar had accessed the APS COSS tool to run

19 alternative scenarios, all that Vote Solar would have accomplished would beta determine the effect of

20 its methodological changes, and not the soundness of the methodology from a policy perspective. APS

2 1 conte nds  tha t once  Vote  S ola r wa s  a ble  to a sse ss  AP S 's  COS S  me thodology a ssumptions  a nd offe r its

22

23 transparency became moot.141

24

25

26

27

28

de ta ile d  c ritic is m s  the re of,  Vote  S o la r ha d  no  ne e d  to  run  a lte rna te  s ce na rios ,  a nd  the  is s ue  o f

135 APS Br. at 37.
136 APS Br. at 37, citing to Tr. at 115 (APS witness Leland Snook).
137 APS Reply Br. at 11.
138 APS Br. at 38, citing to Exh. VS-8 (Rebuttal Testimony of Vote Solar witness Briana Kobor) and Tr. at 1719 (Vote
Solar witness Briana Kobor).
139 APS Reply Br. at 12.
140 APS Br. at 38.
141I d
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1 b. COS S  Me thodology

2 In response to Vote Solar's  assertion that APS's COSS methodology fails to recognize the long-

3 te rm va lue  of sola r, APS  re sponds  tha t die  COSS  doe s  in fa ct re cognize  the  long-te rm va lue , but

4 recognizes  the  benefits  only a t the  time  they actua lly occur.l42 APS points  out tha t its  methodology

5 would recognize  known and measurable  benefits  by providing a  19 percent demand credit under the

6 COSS presented in this proceeding, and would recognize known and measurable  benefits  in each rate

7 case on a going-forward basis.143

8 APS's  witness  te s tified tha t APS agrees  with TASC tha t transmiss ion and dis tribution should

9 have  been included in its  COSS methodology, and tha t APS plans to include  Ir in its  APS pending ra te

10 case filing, but that their inclusion must incorporate both costs and benefits.144 APS states that because

l l only a  portion of rooftop sola r production occurs  during peak periods, incorpora ting transmission and

12 dis tribution benefits  and costs  into the  COSS methodology would increase  the  ne t costs  a lloca ted to

13 rooftop solar customers.'45

14 In re sponse  to TAS C's  a s se rtion tha t AP S  ga ve  no cre dit for ge ne ra tion de ma nd for sola r

15 rooftop exported energy, APS s ta tes  tha t it did recognize  the  impact of export energy on APS 's  cos t

16 structure , but that the data  shows there  is no impact.146 APS states that if rooftop solar exported energy

17 would have  occurred in a  meaningful quantity during peak periods , it would have  been recognized by

18 APS's COSS methodology.147 Mr. Snook testified that solar rooftop energy is  exported a t times when

19 APS's  loads a re  considerably lower than the  actua l peak hours , and as  a  result, exported energy does

20 not affect the  capacity cost drivers that are  measured by CP and NCP.148

21 AP S  a rgue s  tha t TAS C's  propose d modifica tions  to AP S 's  COS S  me thodology a tte mpt to

22 enhance  the  benefits  a ttributed to rooftop sola r.'49 APS s ta tes  tha t its  COSS methodology found tha t

23 rooftop sola r cus tome rs  on a n e ne rgy ra te  contribute d only 37 pe rce nt of the  cos t to provide  die m

24

25

26

27

28

142 APS Br. at 14.
143 Id

144 APS Br. at ll, citing to Tr. at 111 (APS witness Leland Snook).
145 APS Br. at 11.
146 Id.
147 Id

148 Tr. at 112 (APS witness Leland Snook).
149 APS Br. at 36.
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1 APS argues that the fact that TASC's own COSS methodology concludes that rooftop solar

2 cus tome rs  fa ll short of pa ying the  cos t to s e rve  the m supports  AP S 's  pos ition tha t the  cos t shift is

3 significant, that rooftop solar customers should be placed in their own separate  customer subclass, that

4 APS 's  COSS me thodology is  dieore tica lly sound, and tha t the re  is  a  need for a  COSS me thodology

5 that accurately reflects the demonstrated costs and benefits of rooftop solar

c. Rooftop Solar Customers as  Partia l Requirements  Customers

In response  to a rguments  tha t rooftop sola r cus tomers  should not be  trea ted diffe rently from

8 other customers tha t have  different load shapes in comparison to the  typica l residentia l customer, APS

9 asserts  dra t comparing rooftop solar customers  with other customer subgroups only highlights  the  fact

10 tha t rooftop solar customers are  in a  class  of the ir own on the  basis  of load, service , and cost.152 APS

1 l asserts that no other subgroup of customers .- whether energy efficiency customers, seasonal customers

12 vacant homes, cus tomers  with swimming pools , or apartment dwelle rs , has  the  pa rticula r load profile

13

14 permanent overa ll load reduction, such tha t the ir load curve  exhibits  an overa ll reduction, while  rooftop

15

16 solar customers may also have different load shapes than typical residential customers does not justify

17 fa iling to use  ra te  design to address  the  growing rooftop solar subclass

18 5. APS's  Analysis  of Residentia l Rooftop Solar Se lf-Use  and Exports

19 APS agrees, as do all parties to this proceeding (with the  exception of RUCO), that to establish

20 a value for rooftop solar exported energy, the benefits of the export energy must be examined separately

21 from the rooftop solar customer's self-consumed energy. Lao APS's witness Mr. Bradley explained Mat

22 the  va lue  of se lf-use  and export ene rgy diffe r

23

24

s e rvic e

The va lue  of energy to the  utility varies  by hour and the  capacity va lue  of a  genera ting
re source  de pe nds  upon its  output during the  hours  of pe a k cus tome r de ma nd. It is
logical that rooftop solar customers will se lf-consume more of their solar output a t times

Id. at 37
Id
APS Br. at 22
I d
I d
APS Br. at 21
APS Br. at 22-23, Exh. APS-6, Rebuttal Testimony of APS witness Bradley Albert, at 11
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when it is  more valuable . On hot summer afternoons a t 5 p.m., energy is  more valuable
precise ly because  consumption is  high and demand is  grea te r re la tive  to supply. It is
a lso clear tha t customers  will export more  energy a t times when it is  less  va luable , i.e
the  non-summer midday, when consumption, and therefore  demand, is  lower. To value
export energy the  same as one values se lf-consumption grossly oversta tes the  value of
the  exported rooftop solar energy

5

6

7

8

9

1 0

APS conducted an export energy analysis using real system conditions and actual metered data

using the data  for 28,826 residentia l customers with rooftop solar that was operational for dl of 20 l5

On August 15, 2015, which was APS's 2015 peak load day, a t the  time of peak customer consumption

(5 p.m.), 5 percent of rooftop solar energy was being exported (as a  percentage of nameplate rating)

Over the  course  of the  peak day, rooftop sola r customers  se lf-consumed 74 percent of output, while

exporting 26 percent. too APS also looked at die amount of rooftop solar energy exported during the top

90 pe a k hours  (which AP S  use s  a s  a  proxy for a  full Effe ctive  Loa d Ca rrying Ca pa bility ("ELCC")

l l analysis). During the  top 90 peak hours, 7 percent of rooftop solar energy was being exported

APS found tha t over the  course  of the  year, rooftop sola r customers  exported more  than they

14 sola r genera ted is  high, with rooftop sola r cus tomers  se lf-consuming about 60 pe rcent and exporting

15 about 40 percent of their production. Los During non-summer months, when APS's system load is  much

17 highe s t e xports  occur in April a nd Ma y, whe n the y e xport a bout two-thirds  of the  tota l e ne rgy the y

1 2

1 8

1 9

20

2 1

22

Exh. APS-6, Rebuttal Testimony of APS witness Bradley Albert, at 12
158 Exh. APS-6 (Rebuttal Testimony ofAPS witness Bradley Albert) at 12-13. At the end of2015, APS had39,171 rooftop
solar residential customers on its system. Exp. APS-6 at 13

Exh. APS-6 (Rebuttal Testimony of APS witness Bradley Albert) at 12
Exh. APS-6 (Rebuttal Testimony of APS witness Bradley Albert) at 16
Id APS prepared a table with a summary of its analysis which appears in Exh. APS-6 (Rebuttal Testimony of APS

witness Bradley Albert) at 15, Figure 2. That Figure 2 is reproduced here

24

Residential Systems Included
Nameplate Rooftop Solar Capacity (MWs-AC)
Total Rooftop Solar Production at Peak Load Hour (MWs)
Self-Consumption at Peak Load Hour (MWs)
Total Exported at Peak Load Hour (MWs)
Maximum Export on April 16, 2015 at l p.m. (MWs)
Average Exported Over Top 90 Hours (MWs)

Exh. APS-6, Rebuttal Testimony of APS witness Bradley Albert, at 14-15
Id at 15 and 16, Figure 3
Id at 17, and Figure 5
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1 produce

2 APS be lieves  dirt the  va lue  of sola r exports  must be  based on the  specific time  it is  de livered

3 to the  grid."'6  According to AP S , the  colle cte d data demonstra te  tha t it is  rooftop sola r cus tomers

4 themse lves  who rece ive  the  ma jority of capacity-re la ted bene fits  from the ir rooftop sola r gene ra tion

5 and tha t the re  a re  "ve ry little  gene ra tion, transmiss ion, or dis tribution capacity re la ted bene fits  le ft to

6 be  a lloca ted to the  export portion of the  rooftop sola r energy production 97167 APS s ta tes  tha t during

7 pe riods  of low sys tem demand, the  re la tive ly high supply of rooftop sola r ene rgy exports  is  not ve ry

8  va lua b le

9 6. APS's  Proposed Short-Term Avoided Cost Methodology

10 APS's  proposed short-te rm avoided cost methodology for establishing a  price  for rooftop solar

l l exported energy is  based on avoided energy costs  and energy losses  in a  near-te rm period."" Using

12 production meter da ta , the  short-te rm avoided cost methodology cross-references the  timing of rooftop

13 sola r e ne rgy e xports  onto APS 's  sys te m with the  price  a t the  Pa lo Ve rde  Hub for short-te rm sola r

14 energy. The result can be  averaged over a  test year to determine  a  s ingle  per kph payment amount for

15 a ll rooftop sola r e xporte d e ne rgy

16 APS be lieves  tha t its  proposed short-te rm avoided cos t me thodology has  the  advantage  of

17 transparency while  a lso fa irly re flecting obi ective  marke t costs .' '1 APS s ta tes  tha t its  proposed short

18 te rm a voide d cos t me thodology is  cons is te nt with his toric te s t ye a r ra te se tting, is  tra nspa re nt a nd

19 ve rifiable , can be  readily ca lcula ted us ing third-pa rty sources  of da ta , and is  the  only proposa l in this

20 proceeding tha t does  not require  judgment to implement. APS contends tha t because  no judgment or

21 a dminis tra tive  a dvoca cy is  re quire d  in  th is  me thod 's  ca lcula tion  of a n  e xport price , it is  the

22 me thodology mos t like ly to a void a ny influe nce s  tha t might re sult in cross -subs idiza tion by non-DG

23 customers

24
ld at 15
Id at 18
Id at 16
Id at 18
111 its preiiled testimony, APS presented a proposed long-term avoided cost methodology. APS is not requesting

consideration of that methodology, and it is therefore not addressed herein
APS Br. at 25-26
Id at 26-27
l d
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7. Comments  on APS's  Proposed Short-Term Avoided Cost Methodology

a . TEP /UNS E

TEP/UNSE sta te  that they would be able  to support dais APS proposal

Of the  me thodo log ie s  p ropos e d  by AP S , AIC s upports  the  s hort-te rm a vo ide d  cos t

me thodology

c. Vote  S ola r

Vote  Sola r has  three  gene ra l criticisms  of the  me thodologie s  proposed by the  utilitie s  in this

9 proce e ding: (1) the  utilitie s ' propos e d me thodologie s  would not a na lyze  the  full s e t of be ne fits  of

10 rooftop sola r exports , and would the reby unde rva lue  rooftop sola r exports , (2) the  utilitie s ' proposed

l l mediodologies  a re  not typica lly used e lsewhere  to va lue  rooftop sola r, and (3) die  utilitie s ' proposed

12 me thodologie s  a re  re s ults -drive n a nd influe nce d la rge ly by the  utilitie s ' vie ws  on a ppropria te

14 asse rts  tha t the  utilitie s ' proposa ls  confla te  the  two separa te  inquirie s  it be lieves  tha t the  Commiss ion

15 must make  - firs t to ca lcula te  the  va lue  of rooftop sola r exports , and then, to de te rmine  in a  ra te  case

16 the  compensa tion tha t utilitie s  will pay rooftop sola r cus tomers  for diode  exports

17 In its arguments against proposed methodologies other than the long-term benefit cost approach

18 it e spouse s , Vote  S ola r a s se rts  tha t the re  a re  two dis tinct inquirie s  a t is sue  in this  proce e ding: (l)

19 ca lcula ting the  va lue  of rooftop sola r e xports , a nd (2) de te rmining die  compe nsa tion pa id to sola r

20 cus tome rs  for the ir e xports ."' Vote  S ola r conte nds  tha t othe r propose d me thodologie s  "imprope rly

21 confla te  the  va lue  of solar analysis  with the  utilities ' views on compensation for solar exports  "178

22 any "[r]e solution of these  compensa tion issues  should wa it until a  la te r time , a fte r a  full and fa ir va lue

23 of solar analysis  is  conducted and a  utility has proposed a  concre te  compensation proposal," and tha t

24 "[k]eeping these  dis tinct is sues  sepa ra te  and focus ing only on the  va lue  of sola r me thodology in this

25

26

27

TEP/UNSE Br. a t 14, TEP/UNSE Reply Br. a t 5
AIC Br. a t 19
Vote Sola r Br. a t 1-2
Id  a t 2. 25. 28. 34-35
Vote Solar Br. a t 2, Vote Solar Reply Br. a t 3
Vote Solar Br. a t 2. 25. 28. 34-35
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2

3

4

5

6

1 proceeding M11 simplify the Commission's task here."179

Vote Solar contends that APS's short-term avoided cost methodology does not accurately value

rooftop sola r because  it only incorpora te s  a  sma ll subse t of short te rm bene fits , and ignores  many

be ne fits  of rooftop s ola r, s uch a s  tra ns mis s ion a nd dis tribution ca pa city s a vings , a s  we ll a s

environmenta l, economic deve lopment, and grid security bene tits .180 Vote  Sola r a rgues  tha t APS 's

proposed short-term avoided cost methodology is unreasonable, because it takes the long-term benefits

7 of rooftop solar off the  table  in the  name of simplicity and in order to avoid the  need to md<e forecasting

8 judgments.181 Vote Solar contends that avoiding forecasting is an unreasonable approach, because the

9 objective should be to fully and accurately value rooftop s01ar.182 Vote Solar disagrees wide claims

10 that ignoring future benefits is reasonable because they may not materialize in due future, asserting that

11

12

13

14

15

even if a  small proportion of customers were  to stop operating their rooftop solar systems, it would not

materia lly impact the  long-te rm benefit cost ana lysis  Vote  Sola r proposes .183 Vote  Solar cla ims tha t

APS is  a ttempting to avoid ca lcula ting the  da ta  tha t may jus tify ne t me te ring, while  s imultaneous ly

pointing to the lack of data as a reason to eliminate net metering. 184

d .  TAS C

16

17

18

19

TASC argues that it makes sense  for a  rooftop solar customer to be  paid the  same amount for

energy exported as for energy consumed, and that current Net Metering rates, which are  based on the

utilities ' re ta il ra tes, should therefore  remain in place as the export compensation rate .185 According to

TAS C, the  curre nt Ne t Me te ring compe nsa tion rne diod provide s  a  cos t-e ffe ctive  me thod for the

20 Commiss ion to can'y out its  renewable  ene rgy policie s  and goa ls .186 TASC asse rts  tha t adopting a

21 diffe re nt compe nsa tion me thodology, such a s  those  propose d by the  utilitie s , would re quire  the

22

23

24

25

26

27

28

179 Id at 35.
1st Vote Solar Br. at 25-26, 29, Vote Solar Reply Br. at ll.
1st Vote Solar Reply Br. at l 1-12.
182 Id at 11-12.
183 Vote Solar Br. at 26, referring to Exh. APS-5, Direct Testimony of APS witness Bradley Albert, at 17, 26 (utilities lack
assurance that rooftop solar systems will remain available and capable of producing over their expected life), and Exh.
TEP-3, Direct Testimony of Edwin Overcast, at 46 (payment of a levelized total cost is inconsistent with rates and creates
issues of intergenerational inequity and potential excess payments due to the lack of obligation for the system to continue
producing power at rated capacity over its useful life).
1st Vote Solar Reply Br. at 6.
1st TASC Br. at 21.
186I d
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8. APS's Responses to Comments on its Proposed Short-Term Avoided Cost
Methodology

1 Com m is s ion to cons ta ntly a s ce rta in, de te rm ine , a nd fina lize  a  com pe ns a tion ra te  a nd would cre a te

2 unce rta inty for new rooftop sola r cus tomers . 187

3 TASC's general comments in opposition to the use of utility-scale solar as a proxy for the value

4 of rooftop solar exports are set forth below, in TASC's comments to APS's proposed Grid-Scale

5 Adjusted methodology.

6 e. Staff

7 Staff disagrees nth APS's proposal to cap the results of its Proposed Short-Term Avoided Cost

8 methodology at the price. paid for a grid-scale solar PPA with adjustments.l88 Staff asserts that APS

9 has failed to provide sufficient justification for doing 80.189 In addition, Staff contends that such a cap

10 fails to recognize that there may be geographic value in some cases that would not be accounted for

ll with the proposed cap on avoided cost.190 Staff is also concerned wide APS's choice of grid-scale solar

12 PPA for use as a 08p.191

1 3

1 4

15 APS argues that Vote Solar's contention that the short-term avoided cost methodology fails to

16 capture the long-term value of rooftop solar is false, because rooftop solar exports would always be

17 purchased at their market value, whether at today's market value or in the future, at the market value

1 g a t tha t time .192 AP S  be lie ve s  tha t its  s hort-te rm  a voide d cos t me thodology "ca pture s  the  long-te rm

19 va lue  of DG a s  tha t future  ha ppe ns ."193

20 and its methodology moves those hypothetical future values forward through an administrative process,

21 in an a ttempt to avoid actua l marke t or cost da ta .194 In response  to a rguments  tha t because  rooftop sola r

22 is  a  long-te rm re source , short-te rm ma rke t price s  should not be  use d to compe nsa te  e xporte d e ne rgy,

23 AP S  re sponds  tha t long-te rm eva lua tions  a re  not used to se t ra te s .'95

24

2 5

26

27

28

APS asserts that Vote Solar's future values are hypothetical,

187 Id

188 S ta ff Br. a t 2 4 .
189I d
190I d
191I d

192 AP S  Br. a t 30.
193 Id

194 Id a t 3 1 .

195 Id a t 2 7 .
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8
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1 0

1 1

1 2

13

14

1 5

1 6

1 7

1 8

1 9

Vote  Sola r is  critica l of APS 's  proposed short-te rm avoided cos t me thodology because  grid-

sca le  PPA developers  rece ive  fixed pricing over the  20-30 year te rm of the  ppA5.196 APS responds

that a  PPA is an enforceable  contract, with built-in enforceable  guarantees for utility customers should

die  deve lopers  fa il to pe rform.'97 In addition, APS points  out, utilitie s  only ente r into PPAs following

a competitive selection process aimed at procuring the least cost solar resource.198

APS disagrees  with S ta ff's  criticism tha t APS fa iled to offe r sufficient jus tifica tion for a  grid-

s ca le  ca p on compe ns a tion, s ta ting tha t its  witne s s e s  Mr. Brown a nd Mr. Albe rt both proffe re d

testimony that the  benefits  of rooftop solar PV are  achieved by grid-scale  solar PV at a  lower cost.199

APS argues tha t it has  a  responsibility to protect its  customers  from undue  cost burdens by carefully

APS s ta te s  tha t rooftop sola r provides  va lue  a ssocia ted with sola r ene rgy, but tha t grid-sca le  sola r

provides solar energy va lue , but a t a  s ignificantly lower price , and dirt from the  customer perspective ,

it is  not clea r why a  higher price  should be  pa id for a  lower va lue  resource .201 APS contends  tha t a

grid-scale cap on compensation for rooftop solar exports would provide a balance between the interests

of its  cus tome rs  with  rooftop  s o la r a nd  its  cus tome rs  without rooftop  s 01a 1202

9. APS's  Proposed Grid-Sca le  Adjusted Methodology

APS a sse rts  tha t its  propose d grid sca le  a djus te d me thodology for e s ta blishing a  price  for

roo ftop  s o la r e xporte d  e ne rgy re c ogn ize s  tha t bo th  roo ftop  s o la r a nd  g rid -s c a le  s o la r u s e  the  s a m e  P V

te chnology, while  a ls o re cognizing the  ope ra tiona l a nd cos t diffe re nce s  in  the  two s ola r P V

20 a pplica tions . APS  be lie ve s  tha t "[f]rom the  pe rspe ctive  of a ll cus tome rs , DG a nd non-DG a like , the

21 grid-scale  adjusted value represents the cost a t which the utility could realize  the same value attributes

22 tha t rooftop sola r sys tems supply."203 APS s ta tes  tha t its  proposed grid sca le  adjus ted mediodology

23 does not require  the  Commission to consider and quantify the  "value" of solar a ttributes, because grid-

24

25

26

27

28

196 Id at 29, referring to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 31.

197 APS Br. at 29-30.
198 APS Br. at 30, citing to Exh. APS-6, Rebuttal Testimony of APS witness Bradley Albert, at 4.

199 APS Reply Br. at 7-8.

200 Id at 8.

201Id at 9.
202 Id at 8.

203 APS Br. at 33.
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1 sca le  sola r e ne rgy provide s  a lmos t a ll the  a ttribute s  tha t rooftop sola r e ne rgy provide s  to a ll utility

3 AP S 's  propos e d Grid-S ca le  me thodology firs t involve s  de te rmining a  pe r kph P P A price

5 cost of grid-scale  solar PV can be determined based on RFP quotes, or from publicly available  costs of

a. diffe rences  in sca le , with an average  7 kw size  for a  typica l rooftop applica tion,
and be tween 15,000 kW - 20,000 kW (15 - 20 MW) size  for a  typica l grid-sca le
a pplica tion, .

diffe rences  re la ted to the  fixed na ture  of rooftop PV systems, compared to the
typica l sun-tracking technology of APS 's  grid-sca le  PV sys tems;

the  fact tha t grid-sca le  applica tions  a re  compe titive ly procured, while  rooftop
solar energy is  not, and

d. the  utilitie s ' ability to curta il grid-scade  sola r, but not rooftop sola r production,
when wholesale market prices are negative.208

APS sta tes  tha t while  die  adjustments  require  judgment, they are  da ta  driven, based on when

grid-sca le  facilitie s  produce  power in re la tion to APS 's  peak, actua l losses  avoided by rooftop sola r,

and recorded instances of negative market pricing.209

To account for the  opera tions  diffe rences  in grid-sca le  and rooftop sola r PV sys tems, APS 's

grid sca le  adjusted methodology adjusts  the  PPA price  as follows:

6 regional solar energy acqu1'sitions.206

7 APS 's  proposed Grid-Sca le  methodology then adjus ts  tha t pe r kph PPA price  to account for

APS note s  the

9 following opera tiona l diffe rences  be tween rooftop and grid-sca le  sola r PV sys tems:

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

b.

Upward to re flect the  energy losses tha t rooftop PV solar avoids,

Downward to re flect the  higher capacity va lues  of grid-sca le  PV sola r,

204 ld.

205 Id at 31 .
206 Id

2o1 Id a t 31, citing to Tr. a t 424-425 (APS witness  Bradley Albert).
208 APS Br. at 31-32.
209 Id. at 32-33.
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Downward to re flect tha t grid-sca le  PV sola r produces  ene rgy la te r in the  day
when it is  more  va luable : and

Downward because  grid-sca le  PV sola r can be  curta iled to take  advantage  of
negative  energy prices in the  market

APS's ca lcula tion of the  four adjustments resulted in a  20 percent reduction to the  PPA price

10. Comments  on APS's  Proposed Grid-Scale  Adjusted Methodology

a . TEP /UNS E

TEP /UNS E s ta te  tha t the y would be  a ble  to support AP S 's  propose d Grid-S ca le  Adjus te d

8 me thodology

AIC supports  APS 's  proposed Short-Term Avoided Cost me thodology over APS 's  proposed

11 Grid-Sca le  Adjusted methodology." If the  Grid-Sca le  Adjusted methodology is  chosen, AIC proposes

12 including the  diffe re nce  be twe e n a voide d cos t a nd the  re sulting pa yme nt in APS 's  fue l a djus tme nt

13 clause  or REST surcharge and requiring that a ll customers, with and without rooftop solar, be  required

14 to pa y the  a dditiona l sum

15 c. Vote  S ola r

16 Vote  Sola r contends  tha t the  utility grid-sca le  methodology is  improper, because  rooftop and

17 utility-sca le  sola r a re  not inte rchangeable  re sources Vote  Sola r be lieves  tha t the  utility grid-sca le

methodology would underva lue  rooftop sola r, the reby undercutting its  continued growth in Arizona

20 utility-sca le  benchmarking methodologies  is  only to reduce  the  compensa tion of rooftop sola r exports

and that they fa il to accurate ly reflect the  categories of benefits  and costs ascribable  to rooftop solar in

22 any Way.217 Vote  Sola r asse rts  tha t the  utilitie s  have  not pointed to any other jurisdictions  tha t have

Id at 32. APS asserts that its ability to curtail grid-scale solar increases its value relative to rooftop solar, citing to Exh
APS-5, Direct Testimony of APS witness Bradley Albert, at 27-28

APS Br. at 32, citing to Tr. at 2094-2095 (APS witness Bradley Albert)
TEP/UNSE Br. at 14; TEP/UNSE Reply Br. at 5
AIC Br. at 19
I d
Vote Solar Br. at 29, Vote Solar Reply Br. at 13-14
Vote Solar Br. at 32
Vote Solar Reply Br. at 13
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1

3

4

5

used the  utility grid-sca le  methodology to ca lcula te  the  va lue  of sola r

Vote  Solar argues that its  valuation methodology is  superior, because the  wholesale  prices that

utilitie s  pay for utility-sca le  sola r do not actua lly quantify the  many environmenta l and othe r benefits

sola r provides ." Vote  Sola r a rgues  tha t while  rooftop sola r and utility-sca le  sola r both produce  clean

renewable energy, there  are  significant differences between the two resources

9

1 0

For example , dis tributed rooftop sola r provides : (1) highe r gene ra tion capacity va lue
due  to the  ge ogra phic dive rs ity of dis tribute d sola r sys te ms  spre a d a cross  a  utility's
te rritory, (2) pote ntia lly gre a te r a voide d dis tribution cos ts  a nd grid s e rvice s  from
dis tribu te d  s o la r, (3 ) g re a te r loca l e mployme nt be ne fits , (4 ) cus tome r ca p ita l
inve s tme nts  tha t be ne fit the  utility a nd non-s ola r cus tome rs , (5) s ca la bility with
de ve loping s tora ge  te chnologie s , (6) be ne ficia l compe tition with utility-provide d
e ne rgy, (7) incre a s e d cus tome r knowle dge  a nd a cce pta nce  of dis tribute d e ne rgy
re s ource s , a nd (8) incre a s e d e ne rgy inde pe nde nce  for hous e holds  a nd s ma ll
businesses

Vote Solar a rgues dra t the  unique  benefits  tha t a  utility-sca le  solar project provides may make

1 4

1 7

it appropria te  to "pay more  for the  same sun" for rooftop sola r exports

Vote  Solar points  to the  DG carve-out in the  REST Rules  as  a  recognition by the  Commission

that DG solar and utility-scale  solar are  not interchangeable  resources Vote Solar notes that a  2005

Staff Report noted that DG could reduce line  losses and the  need to build new transmission lines, and

that the  Commission discussed benefits  of DG accruing to non-DG customers in its  Decision adopting

the  REST Rules.223 Vote  Solar notes that Colorado, Illinois , Minnesota , and New Mexico have similar

DG ca rve -outs , tha t if DG and utility-sca le  sola r provided inte rchangeable  va lue , the re  would be  no

reason for specific requirements  for minimum leve ls  of DG sola r, and tha t the  ca rve -outs  recognize

that rooftop solar provides unique benefits  compared to centralized renewable  resources

In response  to APS's  position tha t rooftop solar exports  should be  priced based on markets  or

24

Vote Solar Br. at 31
Id at 23, Vote Solar Reply Br. at 13-14
Vote Solar Br. at 29, Vote Solar Reply Br. at 13-14, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar

witness Briana Kobor at 34, fn. 78, and Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 28
29, 30-32, Exp. TASC-26, Direct Testimony of TASC witness Thomas Beach at 29-32, and Exp. TASC-27, Rebuttal
Testimony of TASC witness Thomas Beach at 9, 24

Vote Solar Br. at 14
Id at 29-30, Vote Solar Reply Br. at 14
Vote Solar Br. at 29-30, Vote Solar Reply Br. at 14, citing to p. 12 of the Staff Report attached to the February 3, 2006

Draft Rules Package for the Environmental Portfolio Standard Rules, filed in Docket No. RE-00000C-05-0030, and to
Decision No. 69127 (November 14, 2006) at p. 6 of Appendix B

Vote Solar Br. at 29-30, Vote Solar Reply Br. at 15

34 DECIS ION NO



DOCKET no. E~00000J-14-0023

1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

costs, Vote Solar argues that "it is  infeasible  to price rooftop solar exports in the same manner as large-

sca le  centra l resources," because  the  market for rooftop solar exports  is  limited to one  purchaser, the

utility.225 Vote Solar further argues that compensating each rooftop solar customer on the costs of the

rooftop system is a lso impractical because utilities have thousands of rooftop solar customers, and the

costs  of systems vary widely.226 Vote  Solar be lieves tha t due  to the  difficulties  in fa irly and efficiently

pricing sola r exports  based on marke ts  or cos ts , its  va lue  of sola r me thodology is  superior.227 Vote

Sola r furthe r a rgue s  tha t the  utilitie s ' a rgume nts  tha t utility sca le  sola r provide s  ma ny of the  sa me

benefits , but a t a  lower price , ignore  the  fact tha t utilities  do not offe r the ir customers  access  to utility-

scale  solar a t wholesale  PPA prices, and for this  reason, the  price  utilities pay for utility-scale  solar has

no bearing on the value of rooftop solar.228

Vote Solar argues that compensating rooftop solar customers differently from other generation

re s ource s  is  jus tifie d, be ca us e  the y diffe r from whole s a le  powe r ge ne ra tors , utility-s ca le  s ola r

deve lopers , and traditiona l pa rtia l requirements  cus tomers .229 Vote  Sola r s ta tes  tha t the  majority of

rooftop solar customers are  residentia l and small commercial customers, who are  constra ined to locate

the ir sola r pane ls  only on the ir roofs , a re  subject to s ize  limita tions  for the ir sys tem of no more  tha t

125% of the ir load, and do not insta ll the ir systems with the  a im of making a  s ignificant profit on the ir

inves tment, while  la rge  and sophis tica ted utility-sca le  deve lopers  can s tra tegica lly choose  where  to

develop their projects.230

1 9 d .  TAS C

20

2 1

22

23

TASC obi ects to APS's characterization of rooftop solar benefits as "intangible" in its  sta tement

on brief tha t its  Grid-Scale  Adjusted methodology "sidesteps die  need for the  Commission to consider

and quantify the  intangible  'va lue ' of individual solar a ttributes."231 TASC argues that the  benefits  are

not intangible, as they have been shown, in past studies commissioned by APS, to provide present value

24

25

26

27

28

225 Vote Solar Br. at 10.
226 Id
227 Id.

zs Id at 31.
229 14 at 10, 30.
230 Id

231 TASC Reply Br. at 16, referring to APS Br. at 33.
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1

2

3

4

to utilitie s  of a s  much a s  14.11 ce nts /kWh.232 TAS C lis ts  s pe cific is s ue s  with AP S 's  Grid-S ca le

Adjus ted me thodology as  follows:

1)

2)

3)

APS is  confla ting a  wholesa le  product with a  re ta il one ,

APS has  se t forth no jus tifica tion to "cap" the  ra te ,

5

6

Using only one  PPA as  a  proxy can lead to manipula tion by the
u tility;

7 4) The "adjustments" by APS are subjective and do not take into
account the full value of DG, and

8

9
5) APS is  not using its  own PPA as a  proxy, but ra ther a  PPA from

a nothe r utility in Ne va da  or Ca lifornia  a nd ha s  provide d no
justification for using these out of sta te  proxies.233

1 0

11 TASC asserts  tha t the  utilities ' proposed methodologies  a re  "flawed from the  s ta rt and should

be  re je cte d." 234 TAS C conte nds  tha t utility-sca le  va lua tion me thods  suffe r from the  sa me  risk of12

13 manipula tion issues  they cla im to be  present in the  utilitie s ' cos t of se rvice  me thodologies .235 TASC

14 furthe r conte nds  tha t utilitie s  would be  ince ntivize d to choose  a  portfolio of proje cts  for compa rison

15 tha t would result in the  lowest proxy ra te  possible .236

16 TAS C a rgue s  tha t while  utility-s ca le  a nd rooftop s ola r us e  s imila r te chnology to produce

17 ene rgy, the re  a re  numerous  diffe rences  which make  the  use  of utility-sca le  sola r a  proxy for rooftop

18 solar inappropriate .237 Like Vote Solar, TASC asserts that the Commission has already recognized the

19 diffe rence  be tween the  two re sources  with the  adoption of the  DG ca rve -out in the  REST Rules , and

20 TASC conte nds  tha t be ca use  the  REST Rule s  re quire  the  utilitie s  to utilize  rooftop sola r, its  unique

21 benefits must be recognized.238 TASC states that even the utilities acknowledge that some adjustments

22 would be  re quire d to a  utility-sca le  proxy to s e t a  compe nsa tion ra te . Howe ve r, TAS C a s se rts  tha t

23

24

25

26

27

28

232 TASC Reply Br. at 16, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 14-15, n.
7. After summarizing the results of the three studies commissioned by APS in the past, Ms. Kobor also stated that "[s]uch
a large variation in results can be problematic for policy makers to use as a basis for decision-making." Exh. Vote Solar-7,
Direct Testimony of Vote Solar witness Briana Kobor, at 15.
233 TASC Reply Br. at 17. In its comment regarding the PPA, TASC refers to Exh. APS-6, Rebuttal Testimony of APS
witness Bradley Albert, at 6.
234 TASC Reply Br. at 4.
235 Id at 14.
236 ld.

237 TASC Br. at 18-20, TASC Reply Br. at 14-16.
238 TASC Br. at 20, TASC Reply Br. at 15.
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1 1

because  such adjus tments  to marke t prices  would be  subject to manipula tion by the  utilitie s , only a

long-term benefit cost analysis can be used to find "the fair value to use."239

TASC a rgues  tha t because  the  marke t for rooftop sola r exports  s ignificantly diffe rs  from the

marke t for utility-sca le  sola r exports  (rooftop sola r customers  cannot build the ir sys tems in a  loca tion

other than the ir roof; a re  limited in s ize  and technology, and the  only marke t for rooftop sola r exports

is  the  utility), the  sola r exports  mus t be  compensa ted diffe rently from utility-sca le  sola r ene rgy.240

TASC contends tha t when a  genera tion facility is  loca ted behind the  customer's  meter a t the  point of

cons umption, it ha s  a dde d be ne fits  tha t utility-s ca le  s ola r ca nnot provide .241 TAS C a rgue s  tha t the

following m a jor d iffe re nce s  be twe e n utility-s ca le  s ola r a nd rooftop s ola r we igh a ga ins t the  us e  of

utility-scale  solar as a  proxy for rooftop s01ar:242

1)
12

DG ca n be  de ploye d with a  much s horte r le a d time  a nd whe n
complemented with other dis tributed resources  he lps  provide  more
local service resiliency,243

13
2)

14

15

Utility-s ca le  s o la r ge ne ra te s  a  d iffe re n t p roduc t- who le s a le
e lectricity. The  va lue  proposition for wholesa le  energy tha t requires
delivery to an end-user differs  grea tly from the  on-site  re ta il product
generated by DG,244

16 The distributed nature of DG makes it mere reliable and better and
reduc'ulg interxnittency than utility scde;24517

18 4)

19

Unlike  utility-sca le , DG has the  capability to provide  deferra l of loca l
dis tribution ca pa city a nd ope ra tion e xpe ns e s  (volta ge  control,
transformer 1oading),246

20 5)
21

DG's location, at or near die site of consumption, means that the
energy generated from utility scale solar incurs greater line losses
prior to delivery than does DG energy,247

6) The  majority of the  output of a  rooftop sola r facility provides  power
directly to end-use  re ta il loads, behind the  meter, where  it displaces

24

25

26

27

28

239 TASC Br. at 19.
240 ld at 18-19, TASC Reply Br. at 15-16.
241 TASC Br. at 19.
242 TASC Reply Br. at 14-15.
243 TASC Reply Br. at 14, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 31 .
244 TASC Reply Br. at 15, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 29-33.
245 TASC Reply Br. at 15, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 29-30.
246 TASC Reply Br. at 15, referring to Exh. TASC-19.
247 TASC Reply Br. at 15, citing to Exh. Vote Solar-4, Rebuttal Testimony of Vote Solar witness Curt Volkmann, at 15-16.
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1
re ta il powe r from the  utility whe re a s  utility-sca le  sola r powe r is  ofte n
de live re d  ove r h igh-volta ge  tra ns m is s ion  s ys te m s  in  com pe tition
with othe r la rge  power source s ,248 and2

3 7)

4

DG represents a  more efficient usage of environmental resources via
a voida nce  of biologica l impa cts  of the  s ignifica nt la nd a re a s  a nd
co s tly tra n s mis s io n  fa c ilitie s  re q u ire d  b y u tility-s ca le  s o la r
projects.249

5

6

7

8

9

10

TAS C lis ts  othe r ke y diffe re nce s  be twe e n the  two sola r e ne rgy re source s : "s ize  of the  sys te m,

ta rge t cus tome r, compe titive  force s , loca tion, inte rconne ction, a nd inve s tme nt."250 TAS C a sse rts  tha t

rooftop s ola r is  a  re ta il product; in contra s t to the  whole s a le  na ture  of utility-s ca le  s ola r.251 TAS C

a rgue s  tha t a  va lua tion me thodology mus t re cognize  a nd a ccount for the  diffe re nce s  be twe e n rooftop

sola r a rid utility-sca le  sola r whe n de te rmining a  compe nsa tion ra te .252

e  RUCO
11

12

13

1 4

RUCO contends tha t a  utility-sca le  proxy is  not an optimal solution because  (1) it can overpay

rooftop sola r, (2) it ignore s  ke y diffe re nce s  be twe e n utility-sca le  a nd rooftop sola r, (3) the  ra te  ca n

une xpe cte dly cha nge  (a nd re s ult in  a  "d is va lue " of rooftop  s o la r), a nd  (4) it is  confus ing  to

cus tomers .253 RUCO asse rts  tha t "linking the  export ra te  to sola r PPAs  provides  a  dis incentive  to
15

utilitie s  to incorpora te  more  e xpe ns ive  tra cing or dispa tcha ble  sola r. If a  utility de s ire s  a  sola r plus
16  I

s torage  PPA, it will in e ffect be  paying non-firm rooftop sola r a t an a rtificia lly high ra te .
17

f.  S ta ff
18

Staff is concerned that APS did not use its own latest PPA to derive its grid-scale adjusted price,
19

but ins te a d use d the  PPA, or PPAs , of a nothe r we s te rn utility.255 As ide  from whe the r it would be
20

'appropria te  to do so, S ta ff a sse rts  tha t APS did not provide  sufficient de ta il rega rding how the  PPA
21

was selected, and why it is a  good proxy for APS.256
22

99254

23

24

25

26

27

28

24s Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 29 (the "minority of power is exported to the
distribution grid, where it immediately serves neighboring loads, also displacing retail power from the utility.").
249 TASC Reply Br. at 15, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 30.
250 TASC Reply Br. at 14.
251 TASC Br. at 20.
252 Id

253 RUCO Reply Br. at 4, 7.
254 Id at 4.
255 Staff Br. at 24.
256 Id_
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1 11. APS's Responses to Comments on its  Proposed Grid-Scale  Adjusted Methodology

2 In response  to Vote  Solar's  criticism dirt use  of grid-sca le  prices , which a re  se t by the  marke t,

3 is  inappropria te  because  rooftop sola r cus tomers  can se ll only to the  utility, APS re sponds  tha t the

4 transaction is  a lso gua ranteed to the  se lle r, because  the  utility has  no choice  but to purchase  the  rooftop

5 s ola r e xports . AP S  conte nds  tha t ba s ic  e conom ics  dic ta te s  tha t the  gua ra nte e d na ture  of the  s a le s

6 tra nsa ction should re sult in a  ove rprice  for the  se l1e r.257

7 In re s pons e  to Vote  S ola r's  critique  tha t this  me thodology fa ils  to cons ide r the  le ve l of cos ts

8 rooftop sola r a llows  non-DG cus tome rs  to a void, AP S  s ta te s  tha t grid-s ca le  sola r P P A price s  e xce e d

9 the  a ctua l cos ts  a voide d by rooftop sola r e xports .258 According to AP S , compa re d to rooftop sola r P V,

10 grid-sca le  solar PV offers  a  higher capacity va lue , energy la ter in the  day when it is  more  valuable ; and

l l the  ability to curta il production to take advantage of negative market prices.259

12 TASC finds fault with APS's proposed grid scale  adjusted methodology because it compares a

13 whole s a le  product (grid-s ca le  s ola r P V e ne rgy) to a  re ta il product (rooftop s ola r pp e ne rgy tha t

14 dis pla ce s  a nothe r re ta il product provide d by the  utility). AP S  re s ponds  dirt TAS C's  a s s e rte d

15 wholesale/re ta il distinction is  non-extant, because title  to exported energy transfers to the  utility exactly

16 the  same  whe the r it is  exported from a  rooftop sola r a rray or from a  grid-sca le  facility, and then the

18 APS argues that TASC (and Vote Solar) advocate the use of long-term forecasts and their ability

19 to ma nipula te  a s sumptions  re ga rding long-te rm be ne fits  in orde r to jus tify the  curre nt va lua tion of

20 exported energy a t the  full re ta il energy ra te , through ne t metering.261 APS disagrees  with assertions

21 that re lying on assumed long-term benefits  is  the  only fa ir and legitimate  methodology for establishing

22 compe nsa tion for rooftop sola r e xports . AP S  conte nds  tha t us ing long-te rm fore ca s ts  to qua ntify

23 benefits  which have  not ye t occurred, and may not occur, is  contra ry to we ll-se ttled lega l ra temaking

24 principle s  tha t forbid such spe cula tion.262 AP S  a rgue s  tha t the  propose d long-te rm va lua tion fa vors

25

26

27

28

257 APS Br. at 34.
25s Id

259 Id, referring to Exh. APS-5 (Direct Testimony of APS witness Bradley Albert) at 29-32.
260 APS Br. at 35, referring to Tr. at 1934 (TASC witness R. Thomas Beach).
261 APS Br. at 39, APS Reply Br. at 3.
262 APS Reply Br. at 2-4.
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1

2

3

one  technology with specia l trea tment, and increasing ra tes  for customers  without rooftop solar to do

so would serve to compound the inequity of using long-term forecasts to set rates.263

APS responds tha t while  it is  true  tha t the  Commission evaluates energy efficiency using cost-

4 e ffectiveness  te s ts , the  re sults  of those  te s ts  don't trans la te  directly into ra te s , but a re  used to inform

Commission policy on whether and how to fund DSM programs to a llow the  utilities  to meet a  defined

DSM standard.264 APS charges that TASC and Vote Solar want to rely on the aspects of the DSM cost

7 effectiveness test that benefits their position, and ignore die  aspects that protect ra tepayers.265

5

6

APS be lieves  it is  inappropria te  to re ly on the  IP  long-te rm forecas ting process  as  supporting

9 the  use  of long-term forecasts  to establish the  value  of solar.266 While  a cknowle dging dirt IP  pla ns

10 do involve  forecasting benefits  over the  long-term, APS re ite ra tes  tha t it is  actua l costs  tha t a re  used to

l l s e t ra te s , not IP  fore ca s ts .267 An IP  is  not a  me thodology tha t e s ta blis he s  ra te s  or the  a mount

12 customers  pay.268 APS a lso points  to severa l dis tinctions  be tween the  proposed long-te rm forecas ts

13 and IP  processes  tha t offe r ra tepaye r protections , including the  use  of diffe rent scena rios  with high

14 and low cases , and obta ining input from s takeholde rs  and the  Commiss ion. IP  forecas ts  a re  upda ted

15 every two years, and once resource needs are  identified, utilities issue RFPs and procure the least cost

16 resource that fits  the identified need.269 The resource acquisition then faces regulatory prudence review

17 in the  utility's  next ra te  ca se . APS s ta te s  tha t TASC's  and Vote  Sola r's  long-te rm-forecas t proposa ls

19 APS contends tha t rooftop sola r exports  should be  fully compensa ted a t actua l va lue  verified

20 by da ta" APS be lieves  tha t this  proceeding provides  an opportunity to encourage  future  advancement

21 of rooftop solar technology, and that adopting its  proposals  would make progress toward making solar

22 a  long-te rm sus ta ina ble  re source  for utility portfolios .272 AP S  a rgue s  a ga ins t a dopting a  va lua tion

8

23

24

25

26

27

28

263 ld at 5.
264 Id

265 Exp. APS-8, Direct Testimony of  APS witness Ashley Brown at 8-9, Exp. TEP-3, Direct Testimony of  TEP/UNSE

witness Edwin Overcast, at 8-9.

266 APS Br. at 46, APS Reply Br. at 6.
261 APS Br. at 45, citing to Exh. APS-2 (Rebuttal Testimony of APS witness Leland Snook) at 6.

268 APS Reply Br. at 5
269 APS Br. at 45, citing to Exh. APS-2 (Rebuttal Testimony of APS witness Leland Snook) at 6.

270 APS Br. at 45.
271 APS Reply Br. at 17.
272 ld .
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1 m e thodology tha t would s hie ld rooftop s ola r from  pre s s ure  to innova te .273

2 B. TEP /UNS E

3 1. Ove rvie w

4

5

6

7

8

9

10

11

12

TEP/UNSE s ta te  tha t with increas ing rooftop sola r deployment, cos t-recovery inequitie s  a re

increas ing. TEP/UNSE asse rt tha t this  is  due  to the  current ra te  des ign, coupled Mth die  current ne t

me te ring payment of re ta il ra te s  for rooftop sola r exports .274 TEP/UNSE be lieve  tha t changes  a re

necessary, so tha t "ra tepayers  pay only for the  true , known and measureable  benefits  of the  avoided

utility costs  provided by DG as the  va lue  assigned to DG energy, particularly the  exported DG energy

that is  ultimately paid for by the ratepayers."275

TEP/UNSE expla in tha t when the  current Net Metering Rules and policies  were  established to

provide  incentives , the  ne t me te ring "re ta il ra te " proxy did not necessa rily ove rcompensa te  rooftop

solar exports , because  there  were  a  limited number of DG insta lla tions, metering abilities  were  limited,

13 and solar DG, as well as  grid-scale  solar, had higher insta lled per kW costs  than today.276 TEP/UNSE

14 sta te  that the  situation has now changed, with rapid technological advances, a  decline in prices for solar

15 technology, and the  ava ilability of tax credits .277 According to TEP/UNSE, the  resulting increases  in

16 rooftop sola r ins ta lla tions , coupled with much lower grid-sca le  sola r costs , have  led to :

17

18

(i) a  disconnect be tween the  appropria te  price  s igna ls  for the  marke t and technology
adoption, (ii) a  s ignificant cos t shift from DG cus tomers  to non-DG cus tomers  due  to
antiquated ra te  design structures, and (iii) inefficiencies in the  design and placement of
DG systems resulting in the promotion of more expensive DG techno1ogies.27819

20

21

22

23

TEP/UNSE contend that due to current Net Metering Rules and policies under the REST Rules,

rooftop sola r systems a re  not be ing designed and insta lled to promote  demand reduction or system-

wide  bene 'dts . Instead, rooftop insta lla tions are  designed to maximize  annual kph production in order

to offse t cha rges  for ene rgy de live red by the  utility.279 In addition, TEP/UNSE expla in, the  current

24

25

26

27

28

273 Id

274 TEP /UNS E Br. a t 1.
275 Id

276 Id. at 1-2 |

277 Id at 2.
278 Id, citing to Exp. TEP-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 3-4.
279 TEP/UNSE Br. at 2.
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2

3

4

5

6

7

8

9

10

11

12

13

1 de s ign orie nta tion of rooftop sola r sys te ms  re sults  in the  e xport of e ne rgy a t time s  of low sys te m loa d

a nd time s  whe n whole sa le  e ne rgy cos ts  a re  ve ry low, a nd the re by fa il to provide  a ny be ne fit re ga rding

full re ta il cre dit for rooftop sola r e xports  now tha t the  sa me  a mount of sola r e ne rgy e xporte d by rooftop

sola r could ins te a d be  obta ine d for a pproxima te ly ha lf the  cos t - e ithe r from the  whole sa le  sola r e ne rgy

ma rke t, or from a  grid-s ca le  fa cility, both of which ha ve  the same a ttribute s  a s  s ola  e ne rgy."1

TE P /UNS E  a s s e rt tha t c u rre n t ra te  de s ign  e xa c e rba te s  the  s ubs id ie s  tha t roo ftop  s o la r

cus tome rs  re ce ive , be ca us e  it re cove rs  fixe d cos ts  through volume tric  cha rge s , which rooftop s ola r

cus tome rs  a void.282 TEP /UNS E s ta te  tha t this  ra te  de s ign ca use d ine quity is  in a ddition to the  subs idy

tha t rooftop sola r cus tome rs  re ce ive  be ca use  the y e xport e ne rgy whe n de ma nd a nd price s  a re  low, but

ge t credit for those  exports  a t peak usage  times , when demand and price s  a re  high.283 TEP /UNS E s ta te

tha t a s  long a s  ra te  de s ign re cove rs  fixe d cos ts , a nd in pa rticula r ca pa city cos ts , through volume tric

ra te s , non-DG cus tome rs  will be  subs idizing DG cus tome rs .284

14 TEP /UNS E s ta te  tha t the  Commis s ion's  de te rmina tion of the  va lue  of DG implica te s  s e ve ra l

15 public inte re s t cons ide ra tions , including e ncoura ging the  de ployme nt of cos t-e ffe ctive  DG, cre a ting a

16 le ve l p la ying  fie ld  fo r d iffe re n t te chnolog ie s ,  a nd  pre ve nting  ove rpa ym e nt by ra te pa ye rs  fo r DG

17 e ne rgy.285 The y s ta te  tha t the  ove ra ll fina ncia l impa ct on non-DG cus tome rs  is  not unduly subs ta ntia l

18 a t this  time  due  to the  curre nt le ve l of rooftop sola r ins ta lla tions , but tha t de te rmina tions  in this  docke t

19

20

21

22

23

ha ve  the  pote ntia l to lock in fina ncia l im pa cts  tha t could ra pidly incre a s e  a s  m ore  cus tom e rs  a dopt

rooftop s ola r.286 TEP /UNS E be lie ve  tha t providing s upport to a  pa rticula r bus ine s s  m ode l m us t be

ca re ztiilly ba la nce d a ga ins t the  re sulting impa cts  on the  public a s  a  whole , a nd pa rticula rly a ga ins t the

impa cts  to ra te pa ye rs , who will ultima te ly foot die  bill for dirt s upport. The y urge  the  Commis s ion to

the re fore  be  cons e rva tive  in de te rm ining a  va lue  for DG e xports .287 TEP /UNS E be lie ve  tha t the

24

25

26

27

28

2s0 Id

281 Id at 3.
282 Id at 2, 8, referring to Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 33, 41-44.
283 TEP/UNSE Br. at 2, 8 referring to Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 41-44.
2s4 TEP/UNSE Br. at 9.
285 Id at 10-12.
286 Id at 10-11.
287 zd. at 11.
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1
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6
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8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

balancing of interests  is  made more  challenging because  the  record in this  proceeding is  bereft of any

specific information on rooftop solar business  models .

TEP/UNSE urge  the  Commission not to se t an a rtificia lly e leva ted va lue  to crea te  or susta in a

particular DG model or market, and to instead give preference to least cost resources by sending correct

price signals with value that reflects actual benefits to the grid and ratepayerS.288 They believe that the

Commiss ion should incept cos t-e ffective  deployment of DG, because  ra tepayers  will ultima te ly pay

the determined value of DG.289 TEP/UNSE state  that it is  important that the Commission create  a  level

playing fie ld for diffe rent te chnologie s , and tha t the  current compensa tion for DG ene rgy crea te s  a

s ignificant subs idy with inaccura te  price  s igna ls , which can act a s  a  bonie r to the  deve lopment and

deployment of technologies other than DG.290 TEP/UNSE assert that by sending the right price signals,

the  Commiss ion will a llow a ll technologies  to compete  and provide  the  most cos t-e ffective  solutions

which a re  not curre ntly ince ntivize d, including sola r DG with a ctive  sma rt inve rte rs  providing VAR

support, and west-facing solar DG to increase contribution at the system peak hour.291

TEP/UNSE asse rt tha t because  rooftop sola r cus tomers  have  no lega l obliga tion to provide

ene rgy or capacity, short-te rm avoided cos t is  a  rea sonable  va lua tion, and cons is tent with PURPA

le gis la tion. TEP /UNS E conte nd tha t the  va lue  of rooftop s ola r e ne rgy to the  utilitie s , a nd to the

ra tepayers , is  s imilar to the  utilities ' short-te rm avoided cost of energy, s imilar to "as  available" energy

provided for qua lifying facilities  ("QFs") under PURPA and re la ted FERC regula tions.292 TEP/UNSE

note  tha t mos t DG fa cilitie s  a re  QFs  unde r P URP A, a nd P URP A s pe cifica lly re quire s  utilitie s  to

purchase excess power exported from QF facilities at a  state-regulated price that is based on the utility' s

avoided costs  a t the  time of delivery.293 TEP/UNSE contend that rooftop solar is  a  perfect example  of

an "as available" resource because the exports to the utility are  completely at the discretion of the solar

DG customer and subj et to the customer's self-consumption, and that it has no capacity value, because

it is  not de live re d to  the  s ys te m in its  pe a k hour.294

25

26

2 7

2 8

288 Id

289 Id

290 TEP/UNSE Br. at 12.
291

292 TEP/UNSE Br. at 3-4.
293 Id at 9, referr'mg to 18 CFR §292.304(d).
294 TEP Br. at 9-10, citing to Exh. TEP-3, Rebuttal Testimony of TEP/UNSE witness Edwin Overcast, at 5.
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1 TEP/UNSE sta tes  tha t rooftop sola r does  not mee t the  requirements  of FERC regula tions  for

2 diffe rent than "as  ava ilable" trea tment because  rooftop sola r has  no lega lly enforceable  obliga tion for

3 delivery to the  utility, such as a  contract tha t provides for the  committed capacity and energy pursuant

4 to a  schedule , a  te rmina tion notice  requirement, and sanctions  for non-pe rforrnance .295 TEP/UNSE

5. contend tha t because  there  is  no enforceable  contract be tween rooftop solar customers  and the  utility

6 tha t s a tis fie s  thos e  P URP A re quire me nts , the re  is  no ba s is  to include  a voide d ca pa city cos ts  in

7 compensa tion for rooftop solar exports .296

8 TEP/UNSE presented two methodologies to calculate  the appropriate  amount to pay for rooftop

9  s o la r e xports . TEP /UNS E s ta te  tha t the ir propos e d Compa ra tive  Cos t of S e rvice  ("CCOS ")

10 methodology is  a  complex approach that may not be  feasible  for smaller utilities to use .297 Its  proposed

1 l PPA Proxy mediodology is  the  simpler of the ir proposals , and uses a  market proxy for the  value  of DG

12 e ne rgy, a nd TEP /UNS E be lie ve  it would be  s imple  to a pply, once  the  a ppropria te  proxy ra te  is

13 dCt€III1'1i1'1Cd.298

14 Both TEP/UNSE proposa ls  e limina te  a ny "ba nking" of e xce ss  rooftop sola r e xporte d to the

15 grid.299 TEP/UNSE asse rt tha t the  concept of va lue  of DG necessa rily require s  no banking of DG

16 exports , and tha t if pa rtie s ' DG exports  a re  de te rmined to be  worth e ithe r more  or le ss  than bundled

18 TEP/UNSE propose  tha t the  cost of payments  to DG customers for the ir exports  be  recovered

19 by pass ing them through STEP/UNSE's  purchased power and fue l adjustment clause  ("PPFAC"), and

20 possibly through the REST surcharge, to the extent the payments exceed the market cost of comparable

21

22 include  future  bene fits  in the  va lue  of DG compensa tion, any cos ts  pa id for those  bene fits  should be

23 collected from cus tomers  through a  separa te  cha rge , s imila r to the  REST surcharge , for the  sake  of

24

25

26

27

28

295 TBP/UNSE Br. at 10, referring to 18 CAR §292.304(d)(2), <e)<2>(iii).

297 TEP/UNSE Br. at 4.
298 Id

299 Id at 5.
300 TEPIUNSE Reply Br. a t 2.
301 TEP/UNSE Br. at 6.
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13
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16

17

18

19

20

2 1

22

1 transparency.302

TEP /UNS E s ta te  tha t ide a lly, pa yme nts  for rooftop s ola r e xports  would re fle ct the  loca tion of

s uch gra nula rity in e s ta blis hing the  va lue  of rooftop e xports  is  not pos s ible  with curre nt te chnology,

TEP /UNS E propose , a s  a n inte rme dia te  s te p, a  le ss  comple x a pproa ch tha t the y be lie ve  will re sult in a

2. STEP/UNSE's  P roposed CCOS Me thodo logy ("Uta h  Mode l"l

The  CCOS  m e thodology ca lcula te s  the  s hort te rm  a voide d be ne fits  of DG by com pa ring a

utility's  cos t of s e rvice  both with a nd without DG. The  COS S  s tudie s  follow die  s ta nda rd proce s s  of

fic tiona liza tion  (ge ne ra tion ,  tra ns m is s ion ,  d is tribu tion ,  a nd  cus tom e r cos ts ),  c la s s ific a tion ,  a nd

TEP /UNS E be lie ve  tha t the  known a nd me a sura ble  cos t diffe re nce  re sulting from its  propose d

14 CCOS  me thodology provide s  a  suita ble  ba s is  for de te rmining the  va lue  of rooftop sola r e xports .307

a .  F ixe d  Cos t S tudie s

S TEP /UNS E's  witness  Dr. Overcas t based his  CCOS  me thodology on one  adopted by the  P ublic

S e rvice  Commiss ion of Utah, which compare s  two sepa ra te  cos t s tudie s  in orde r to de te rmine  the  cos ts

DG, or the  a c tua l cos t of s e rvice  ("ACOS "),  a nd com pa re s  it to  the  counte rfa c tua l cos t of s e rvice

("CFCOS "), which de te rmine s  wha t the  cos t of se rvice  would be  if DG did not e xis t.309 In his  a na lys is ,

howe ve r, Dr. Ove rca s t a dde d a  third s tudy, a  "S ola r Cla ss" s tudy, to the  ACOS  a nd die  CFCOS  .

For e a ch fixe d cos t s tudy, Dr. Ove rca s t use d the  2015 te s t ye a r fixe d cos ts  a s  file d in the  TEP

23 ra te  ca se , a lloca ted us ing the  same  bas ic me thodology of ave rage  and excess  for production cos ts , and

24

25

26

27

28

302 Id
303 TEP/UNSE Br. at 4, citing to Exh. TEP-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 10.
304 Id, citing to Exh. TEP-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 20.

305 Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 24.
306 ld. at 25-26.
307 TEP/UNSE Br. at 5, citing to Exh. TEP-1, Direct Testimony of TEP/UNSE witness Carmine Tilghman, at 7.
308 Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at21, referring to a decision issued , by the Utah
Public Service Commission in its Docket No. 14-035-114 on November 10, 2015.
309 TEP/UNSE Br. at 5-6.
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1

2

3

the minimum system customer costs and class NCP for demand related delivery costs.3'° Dr. Overcast

believes the allocation factors he used provide a solid, conservative basis to assess the revenue

requirements differences between DG and non-DG residential customers."1

4

5
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8

9
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1 7

18

1 9 3.

20 4.

2 1

22

23 6.

24

7.
25

8.
26

9.
27

28

310 Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 22.

311 Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 28. Dr. Overcast described the development
of his allocation factors as follows:

To develop the allocation factors for the cost study it was necessary to make a basic assumption that the
load shape of residential solar DG customers was on average the same load shape as the residential load
shape prior to the installation of solar DG. That is the basic assumption is that the hourly usage pattern
for DG customers is no different from the residential class as a whole. The only difference is that solar
DG customers provide some of their own energy to satisfy that load shape based on the operation of solar
DG.
Using this assumption it is possible to develop a full requirements load shape for solar DG customers
using the following data: actual metered kWhs used by solar customers per month, actual excess kWhs
delivered to the utility by month, the installed kW capacity of the solar DG, the solar output load shape
based on metered data for a fixed axis, south facing solar DG installation, and the load research, based
residential hourly load shape. With this data, the process consisted of a number of logical steps as follows:

1. Using basic number properties of mathematics we calculated the monthly full
requirements load for each solar DG customer as the sum of the actual metered kph plus
the monthly solar generation given by the installed capacity times the hourly output load
profile less the metered excess energy delivered back to the system. From this calculation
we saved both the premise load and the excess energy for use in the various analyses.
The value of this calculation cannot produce negative kph. As a result, we eliminated
about 200 observations from the data set because the excess kph sold back to the utility
were not possible. For example in one case the kWhs delivered to the utility in a month
exceeded the 83,000 for a DG facility with 8.42 kW of capacity; a result that is physically
impossible. This is an example of an obvious data error.
Using monthly total energy consumption of the premise and the residential hourly load
shape based on the customer's monthly premise use, an hourly load shape of premise use
is calculated for each month by taking the ratio of the customer's monthly use to the
monthly use of the load shape. In this step we modeled the average solar DG customer
as a full requirements customer with the system average load shape.
This process was repeated for each residential DG customer and the data aggregated into
the DG customers' counter factual load shape for use in the counterfactual study.
The solar DG class is based on all customers with twelve months of data and a non-zero
capacity value. (The Company data set did not have a kW capacity for all of the solar
customers and those were excluded from the analysis.)
For the counterfactual study the full requirements customer load shape is calculated by
subtracting the net load shape of solar DG from the residential load shape used in the base
cost study and adding back the full requirements load shape.
The solar net load shape is the premise hourly load shape minus the generation output
shape. The net load shape excluding excess generation is used to develop the solar
contribution to the residential load shape for the base fixed cost study.
We now have three load profiles for solar DG customers: the counterfactual no solar DG
load profile, the generation output profile and the solar customer net load profile.
Using this data it is possible to calculate the solar customers demand allocation factors
for each fixed cost study and for the energy cost studies.
For the counterfactual profile we calculate the residential class Average and Excess
Demand (AED) and NCP allocation factors and rerun the cost of service study. We also
use the net load profile and calculate the AED and NCP allocation factors using only die
net positive energy for AED and the higher of the positive or negative class maximum
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The first study, the ACOS, is a standard cost study with rooftop solar customers allocated costs

based on actual load characteristics.3l2 The second study, die CFCOS, assumes that the rooftop solar

customers did not adopt DG, but were full requirements customers, allocated costs in the same way as

non-DG customers.313 Dr. Overcast describes the CFCOS as "essentially an embedded cost study that

assumes all other things being equal except for the addition of solar PV at the customer premise.314

Dr. Overcast believes the Solar Class study, which evaluates the embedded costs of solar DG customers

as a separate customer class, is necessary because the CFCOS assumes the load and delivery capacity

requirements to be the same for full and partial requirements customers, an assumption that he states

is inherently biased.315

According to TEP/UNSE, their cost studies show that it costs at least as much to serve rooftop

l l solar customers as non-DG customers.3'6 They add that unlike customers who adopt energy efficiency

10

12 me a s ure s  tha t pe rma ne ntly re duce  de ma nd, rooftop DG cus tome rs  do not ne ce s s a rily re duce  the ir

13 de ma nd on  the  s ys te m, a nd  ofte n  ha ve  a  h ighe r de ma nd tha n  be fore  ins ta lling  rooftop  DG.317

14 TEP /UNS E s ta te  tha t this  is  be ca us e  rooftop s ola r cus tome rs  ca n re quire  more  s ys te m ca pa city to

15 ha ndle  the  e xports  tha t occur whe n the  cus tome r ha s  minima l loa d.318 The ir s tudie s  s how tha t the

16

17

18

19

embedded cos t of s e rvice  for DG cus tomers  is  highe r than for non-DG cus tomers ,319 and the  demand

on de live ry ca pa city by s ola r DG cus tome rs  is  highe r tha n the  loa d de ma nd, which incre a s e s  DG

b. Ene rgy Cos t S tudie s

S TEP /UNS E's  witne s s  Dr. Ove rca s t a ls o pre pa re d two e ne rgy cos t s tudie s  us ing hourly cos ts ,

21 one  for full re quire me nts  cus tome rs , a nd one  for pa rtia l re quire me nts  cus tome rs , to a s s e s s  e ne rgy

20

22

23

24

25

26

27

28

NCP. The allocation factor for NCP is the absolute value of the class NCP. This is
consistent with the maximum requirement for distribution facilities and cost causation.

Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 26-28.
312 Exp. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 21.
313 Id
314 Id at 21-22.
315 Id. at 22.
316 TEP/UNSE Br. at 9.
317 Id at 9, Rh. 21, citing to Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 17-18
318 ld.

319 TEP/UNSE Br. at 9, citing to Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 21-48.
320 TEP/UNSE Br. at 8, citing to Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at 37 and Tr. at
834-835 (TEP/UNSE witness H. Edwin Overcast).
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1 related costs and an analysis of marginal energy costs for each category of residential customers.321

2 Like the fixed cost studies, these energy cost studies allocated TEP's fixed costs based on the COSS

3 filed in TEP's current rate case.322 Dr. Overcast stated that the two energy cost studies reflect the

4 differences in how the system must respond to the load shape of rooftop solar customers as compared

5 to f`ull requirements customers.323 Dr. Overcast explained that the first energy cost study analyzes die

6 hourly energy costs based on the expected load in the test year, including the DG load, while the second

7 energy study uses the counterfactual load shape and excludes the sale of excess energy back to the

8 system, because under the counterfactual analysis, there is no excess generation.324 He states that the

9 studies also used the hourly energy cost analysis to compare the marginal and average energy costs

10 associated with the full requirements customers and the partial requirements customers, essentially

l l using a production costing model to compare energy costs with and widiout solar DG.325

12 c. Future Benef its

13 TEP/UNSE assert that any potential system benefits from residential DG systems are uncertain,

14 and may be available only in the future, and therefore customers should not pay for them today.326 Due

15 to the uncertainty of any future benefits of DG, TBP/UNSE recommend against inclusion of any future

16 benefits or costs in calculating a value of solar. However, to the extent that potential future benefits

17 are included in the value of DG compensation, TEP/UNSE advocate that the total compensation should

18 be capped at the rate of the most current distribution grid-tied solar PPA.327 TEP/UNSE contend that

19 ratepayers should not have to pay higher DG energy costs than necessary to obtain any potential future

20 benefits of solar energy, and the most current distribution grid-tied solar PPA would provide all of the

21 same external, societal and future benefits of smaller DG systems.328

22 TEP/UNSE state that if the Commission decides to identify anticipated benefits and costs of

23 DG, they could be included in the CCOS calculation. 329 TEP/UNSE assert that by comparing the

24

25

26

27

28

321 Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin Overcast, at21.
322 Id
323 Id at 22.
324 Id at 23 .
325 Id
326 TEP /UNS E Br. a t 3.

327 Id a t 6.
328 Id

329 TEP /UNS E Br. a t 5.
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1 anticipa ted bene fits  and cos ts  caus ed by exis ting DG s ys tems  with the  anticipa ted bene fits  and cos ts  if

2 DG did not e xis t, the  Commis s ion could e s tima te  whe the r Me re  is  a ny ne t future  be ne fit to the  utility

3 a nd its  cus tome rs  from DG.330 TEP /UNS E be lie ve  tha t if this  is  done , the  time fra me  for a s s e s s ing

4 pote ntia l future  be ne fits  s hould be  ca re fully de fine d, be ca us e  the  furthe r out e s tima te s  go, the  more

5 s pe cu la tive  va lue s  be come , a nd  ra te pa ye rs  ma y pa y fa r more  tha n  a ny fu tu re  be ne fit a c tua lly

6 re ce ive d.331 TEP /UNS E ca ution tha t le ve liza tion of future  be ne fits  ove r a  long pe riod of time  furthe r

7 increases  this  risk to ra tepayers .332

3. Comme nts  on S TEP /UNS E's  P ropos e d CCOS  Me thodology ("Uta h Mode l")

a . AP S

8

9

10

11 a lte rna tive  to its  0wn.333

12 b .  A IC

13 AIC agrees  with STEP/UNSE's  recommenda tion aga ins t inclus ion of any future  bene fits  or cos ts

14 in ca lcula ting a  va lue  of s ola r be ca us e  it would re s ult in a  pa yme nt for e xporte d e ne rgy a bove  a voide d

15 cos t.334 AIC conte nds  tha t if the  Commis s ion wa nts  to s ubs idize  rooftop s ola r, the  pa yme nt a bove

16 a voide d cos t s hould be  tra ns pa re nt a nd s e pa ra te ly a ccounte d for s o tha t cus tome rs  know the  le ve l of

17 and reason for the  subs idy.335

AP S  s ta te s  tha t it cons ide rs  the  CCOS  me thodology propos e d by TEP /UNS E to be  a  s trong

18 c .  Vo te  S o la r

19 i.  C O S S

20 ' Vote  S ola r c la ims  the re  a re  s ignifica nt tra ns pa re ncy is s ue s  with die  cos t of s e rvice  s tudie s

21 pe rforme d by TEP /UNS E, be ca us e  Vote  S ola r a nd othe r pa rtie s  we re  una ble  to fully a na lyze  the  s tudy

22 re s ults .336 Vote  S ola r contends  tha t becaus e  proprie ta ry third-pa rty s ys tems  we re  us ed to deve lop the

23

24

25

26

27

28

330 Id.

331 Id at 5-6, referring to Tr. at 1344-1345 (Staff witness Howard Solganick).
332 TEP/UNSE Br. at 5-6, referring to Tr. at 1349-1350 (Staff witness Howard Solganick).
333 APS Br. at 39.
334 AIC Br. at 20.
335 ld.

336Vote Solar Br. at 35, 40-41, VoteSolar Reply Br. at21 .
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11

s tudie s , othe r pa rtie s ' a bility to fully a na lyze  the  s tudie s  a nd s tudy re s ults  we re  limite d.337 Vote  S ola r

s ta te s  tha t it ra is e d the  tra ns pa re ncy a nd a cce s s ibility is s ue s  with TEP /UNS E during dis cove ry, a nd

while  TEP /UNS E ma de  e fforts  to  a s s is t Vote  S ola r, Vote  S ola r wa s  s till una ble  to  fully re vie w the

s tudie s  in a  time ly ma nne r.338 Vote  S ola r a s s e rts  tha t the  tra ns pa re ncy is s ue s  provide  ca us e  to re je ct

the  s tudie s , a nd provide  e vide nce  tha t it is  pre fe ra ble  tha t a n inde pe nde nt third-pa rty conduct future

va lue  of s ola r a na lys e s .339 Ba s e d on its  conte ntion tha t the  cos t of s e rvice  s tudie s  pre s e nte d in this

proce e ding a re  irre le va nt, Vote  S ola r be lie ve s  it is  not unduly pre judice d by its  ina bility to fully re vie w

the m in this  proce e ding, but a s s e rts  tha t if the  Commis s ion conclude s  tha t the  cos t of s e rvice  s tudie s

S ola r a gre e s  with S ta ffs  re comme nda tion tha t in future  proce e dings , a  worka ble  COS S  mode l with

linked inputs  and outputs  s hould be  provided, s o tha t pa rtie s  can va ry the  inputs  and a s s umptions .341

ii.  C C O S12

13

14

15

16

17

Vote Solar contends that the cost of service studies presented by TEP/UNSE are irrelevant to a

value of solar analysis because calculating the costs and revenues associated wide providing electricity

to solar customers is an independent and distinct analysis from valuing the net benefits rooftop solar

provides.342 Vote Solar contends that TEP/UNSE skewed its COSS results by Overallocating costs to

rooftop solar customers.343 Vote Solar asserts that STEP/UNSE's COSS methodology, like the APS

18

19

s tudy, unde rs ta te s  the  re ve nue s  re ce ive d from s ola r cus tome rs  by s ubtra cting the  compe ns a tion pa id

fo r s o la r e xports  from the  ove ra ll re ve nue s  re c e ive d  from s o la r c us tome rs  fo r the ir e le c tric ity

20

21

22

23

24

25

26

27

28

337 Vote Solar Reply Br. at 21, Vote Solar Br. at 40-41, citing to Exp. Vote Solar-8, Rebuttal Testimony of Vote Solar
witness Briana Kobor, at 8-9. Ms. Kobor's Rebuttal Testimony was pre-filed in this docket on April 7, 2016. Therein, on
p. 9, Hi. 13, Ms. Kobor stated, 'm regard to the TEP/UNSE study:

In response to discovery due March 30, 2016 and negotiations between TEP/UNSE and Vote Solar
regarding the confidentiality of the spreadsheet analyses, TEP/UNSE provided confidential work papers
to its analyses on April 5, 2016, two days prior to Me due date for filing rebuttal testimony in this case. I
have not had a chance to conduct any substantive review of the work papers in advance of filing this
testimony but may conduct such review in advance of the hearing a reserve the right to provide additional
substantive response to the evidence at that time.

Vote Solar requested no extension of the deadline for filing its testimony, and filed' no motions related to the discovery
issues recounted in Ms. Kobor's pre-filed testimony, at the hearing, or in its briefing.
338 Vote Solar Br. at 41 .
339 Id

340 Id , Vote Solar Reply Br. at 21.
341Vote Solar Reply Br. at 22, citing to Staff Br. at 33.
342 Vote Solar Br. at 36.
343 Vote Solar Br. at 39-40, Exh. Vote Solar-8, Rebuttal Testimony ofVote Solar witness Briana Kobor, at 21-27.
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1 purchases.344 Vote Solar contends that the COSS should analyze only the costs and revenues associated

2 with the  e ne rgy provide d to rooftop s ola r cus tome rs , a nd tha t including the  cos ts  incurre d for

3 purchasing rooftop solar exports results  in an overly-infla ted calculation of shifted costs.345 Vote  Solar

4 asserts  tha t while  the  TEP/UNSE study a lloca ted costs  to customers  based on de livered load for most

5 Vote  S ola r a ls o conte nds  tha t TEP /UNS E

6 mischa racte rized the  maximum peak demand tha t rooftop sola r cus tomers  place  on the  dis tribution

7 s ys tem.347

8 In addition to Vote  Solar's  foregoing criticisms, Vote  Solar contends that the  TEP/UNSE COSS

9 suffe rs  from an additiona l me thodologica l flaw tha t furthe r skews the  ana lys is  and furthe r infla te s  the

10 a mount of s hifte d cos ts .348 Vote  S ola r s ta te s  while  the  COS S  us e d TEP 's  a ctua l 2015 te s t ye a r

l l revenues, it calculated costs to serve rooftop solar customers based on its requested 12 percent increase

12 in non-fue l re ve nue s , a nd a s se rts  tha t TEP /UNS E thus  infla te s  its  cos t ca lcula tion by 12 pe rce nt

13 compared to the revenue calculation.349

14 Vote  Solar asserts  tha t the  "Utah Model" CCOS model is  a  se riously flawed method.350 Vote

15 Solar contends that using the  CCOS model is  inappropria te  for valuing rooftop solar because  (1) it is  a

16 cost of se rvice  ana lys is , and not a  va lue  of sola r ana lys is , (2) it only considers  benefits  and costs  tha t

17 occur during a  his torica l tes t year, ignoring future  benefits  and entire  ca tegories  of benefits  Vote  Solar

18 be lie ve s  s hould be  a na lyze d; a nd (3) be ca us e  the  me thodology's  re quire d comple x hypothe tica l

19 compa ra tive  a s s umption tha t "rooftop s ola r ne ve r e xis te d" cre a te s  cha lle nge s  a s s ocia te d with

20 determining a  solar eustorner's  load shape  and projecting how utility costs  would have  changed but for

21 rooftop solar offse tting a  portion of the  customer's  load.351 Vote  Solar asserts  tha t a  be tte r approach

22 would be to first conduct its  proposed long-term benefit and cost analysis, and then conduct a  traditional

23 COSS that analyzes the cost to serve solar customers based on delivered load.352

24

25

26

27

28

344 Vote Solar Br. at 39, citllng to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 24.
345 Vote Solar Br. at 39.
346 Id at 39-40, citing to Tr. at 1714 (Vote Solar witness Briana Kobor).
341 Vote Solar Br. at 40, citing to Tr. at 1629-1630 (Vote Solar witness Curt Volkmann).
34sVote Solar Br. at 40.
349 Id, citing to Exh. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 23-24.
350 Vote Solar Br. at 26-28.
351 Id, Vote Solar Reply Br. at 12.
352 Vote Solar Br. at 28.
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1 d .  T AS C

2

3

5

6

7

8

9

10

11

i. COSS

TASC agrees with Vote Solar that STEP/UNSE's APS's COSS is based on a proprietary model

4 that limits full evaluation of its assumptions and inputs.353 TASC charges that the utilities' claims that

the current rate structure causes non-DG customers to subsidize rooftop solar customers are based on

cost of service studies that exclude long-term value streams that accrue with additional rooftop solar

deployment.354 TASC argues that the TEP/UNSE COSS included factors not associated with cost

causation, and that the study did not include any long-term benefits associated with rooftop s01ar.355

TASC asserts that the TEP/UNSE COSS conflates the costs and revenues associated with

services provided by the utility with compensation paid for rooftop solar exports.356 TASC agrees with

Vote Solar that while the COSS used TEP's actual 2015 test year revenues, it calculated costs to serve

12 rooftop solar customers based on TEP's requested 12 percent increase in non-fuel revenues, thereby

over-representing the cost to serve and under-representing collected revenues.35713

14 ii .  C C O S

15 TAS C a s s e rts  tha t the  CCOS  s hould be  re je c te d in its  e ntire ty.358 TAS C conte nds  tha t the

16 CCOS  me thodology pre s e nte d by TEP /UNS E s uffe rs  from the  s a me  fla ws  it points  out in re la tion to

17 the  COS S , a nd tha t the  a ddition of a  compa ra tive  cos t a lloca tion to the  COS S  only a dds  comple xity

18 a nd the  ne e d for furthe r a s sumptions  such a s  rooftop sola r cus tome rs ' loa d sha pe s  a nd utilitie s ' cos ts ,

19 which TAS C a sse rts  incre a se s  the  poss ibility of ma nipula tion a nd corrupte d re sults .359

20

2 1

TASC argues that it is inappropriate to use a COSS methodology to determine the value of

DG.360 TASC asserts that due to the retroactive nature as a tool to measure costs in a historical test

year, a COSS cannot capture expected future benefits of rooftop solar resources, such as their ability22

23

24

25

26

27

28

353 TASC Br. at 16, citing to Exh. Vote Solar-8, Direct Testimony of Vote Solar witness Briana Kobor, at 15, TASC Reply
Br. at 12, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 15 and Exh.VoteSolar-8,
Rebuttal Testimony of Vote Solar witness Briana Kobor, at 8.
354 TASC Br. at 1-2.
355 TASC Br. at 17, TASC Reply Br. at 13, citing to Tr. at 1713-1715 (Vote Solar witness Briana Kobor).
356 TASC Br. at 17.
357 Id, citing to Exh. Vote Solar-7, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 24, n. 52, TASC Reply Br.
at 13.
35s TASC Reply Br. at 13.
359 Id

360 TASC Br. at 15
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1 to offse t the  ne e d for future  de ve lopme nt of tra nsmis s ion, dis tribution, or ge ne ra tion upgra de s

2 TASC argues that a  COSS is  not a  valuation tool, and that it would be  inappropria te  to use  a  COSS for

3 va luing rooftop sola r, or any othe r genera tion re source TASC argues tha t rooftop solar is  a  long

4 term resource and it would be unreasonable  to assess the long term investment it represents using only

5 a one year snapshot.363 Instead, TASC argues, rooftop solar should be measured over its full economic

6 life  in the  same way utilities  assess  other energy resource  options TASC contends tha t utilities  do

7 not use  a  COSS to va lue  the ir own gene ra tion re sources , including PPAs, or to va lue  demand s ide

8 re sources , but ins tead use  the  IP  process

9 iii. Rooftop Sola r Customers  as  Partia l Requirements  Customers

10 TASC disagrees with assertions by APS, TEP and AIC that rooftop solar customers should be

ll placed in a separate rate class, and argues that the assertions are unsupported and discriminatory against

12 rooftop sola r cus tome rs TASC's  a rguments  on this  issue  appear in its  response  to APS's  COSS

13 a bove

14 e .  R UC O

RUCO a s s e rts  tha t like  S TEP /UNS E's  P ropos e d P P A P roxy me thodology, the  CCOS

methodology is  constantly subj e t to change

1 7

i.  CO S S

Staff s ta tes  tha t it is  concerned tha t the  parties  were  not able  to conduct a  thorough review of

20 the  mode l used by TEP/UNSE in its  COSS, but note s  tha t TEP was  willing to provide  access  to the

21 model if the  reviewer was willing to sign a  non-disclosure  agreement.3"" Staff believes Mat any efforts

22 to provide  more  tra nspa re ncy on the  mode ls  the  utilitie s  provide  would be  he lpful, not only in this

TASC Br. at 15, citing to Tr. at 2029 (TASC witness William Monsen), TASC Reply Br. at 10
TASC Br. at 15, citing to Exp. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 31, TASC

Reply Br. at 8-12
TASC Br. at 16
I d
Id, citing to Tr. at 2029 (TASC witness William Monsen); TASC Reply Br. at 10-11, citing to Tr. at 1847 (TASC

witness R. Thomas Beach) and Exh. TASC-27 (Rebuttal Testimony of TASC witness R. Thomas Beach, at 6
TASC Br. at 21, TASC Reply Br. at 17
RUCO Reply Br. at 7
Staff Br. at 30, 33
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1 proceeding, but in future  proceedings , where  the re  may be  ques tions  on cos t of se rvice  and on the

2 pa rtie s ' a bilitie s  to inte ra ct with the  mode ls

3

4 Staff s ta tes that it has not had sufficient opportunity to analyze  the  Utah Commission's  models

5 on which TEP/UNSE bases  its  CCOS proposa l, but s ta tes  tha t to the  extent the  mode ls  incorpora te

6 traditiona l avoided cos t ana lys is , and would a llow for e ithe r a  short-te rm or long-te rrn view, they may

7 be  a ppropria te  for use  in Arizona

8 4. STEP/UNSE's Proposed PPA Proxy Methodology

9 STEP/UNSE's PPA Proxy Methodology would base  compensation for DG exports  on the  most

10 recent PPA for a  la rge r DG sys tem connected to a  utility's  dis tribution grid."1 TEP/UNSE asse rt tha t

l l the  wholesa le  price  from a  PPA is  a  viable  proxy for the  va lue  of DG STEP/UNSE's witness states

12 tha t dire  a re  a  few diffe rences  be tween a  PPA product and DG exports , such a s  dis tribution losse s

13 control a nd dis pa tcha bility, a nd inte rconne ction va lue ." TEP /UNS E s ta te  tha t de pe nding on the

14 loca tion of DG to the  dis tribution grid, a  s ma ll a dde r could be  a pplie d to the  P P A ra te  to re fle ct

15 dis tribution los s e s , with the  a dde r to be  de te rmine d in a  ra te  ca s e  ba s e d on a cce pte d indus try

16 s ta nda rds

17 TEP/UNSE be lieve  die ir PPA Proxy Methodology e ffective ly incorpora tes  a  "future" va lue  of

18 sola r, because  a  sola r PPA provides  a ll die  same  exte rna l, socie ta l and future  benefits  of smalle r DG

19 s ys te ms

20 5. Comments on STEP/UNSE's Proposed PPA Proxy Methodology

APS is largely in agreement with STEP/UNSE's Proposed PPA Proxy Methodology, but believes

23 tha t a ny grid-sca le  PPA ra te  should be  a djus te d downwa rd by 20 pe rce nt to re fle ct the  ope ra tiona l

24

Id  a t 32
Id a t 25
TEP/UNSE Br. a t 6
Id, citing to Exh. TEP-2, Rebutta l Tes timony of TEP/UNSE witnes s  Ca rmine Tillman, a t 2-3
Exh. TEP-2, Rebutta l Tes timony of TEP/UNSE witnes s  Carmine Tillman, a t 2

TEP/UNSE Br. a t 6-7
Id. a t 7
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1 differences between rooftop solar and grid-scale solar PV.376

2 b. Vote  S ola r

3 Vote  Solar be lieves tha t the  Commission should make clear in this  proceeding tha t the  utilities

4 must conduct a  long-te rm benefit and cos t ana lys is  in future  ra te  cases , or in any othe r proceedings

5 where  the  utilities propose changes to net metering or ra te  design.377 Vote Solar a rgues tha t a ll the

6 proposa ls  presented in this  proceeding, with the  exception of its  own proposa l and tha t of TASC, a re

7 not a ctua lly me diods  for va luing rooftop s ola r, but ins te a d a re  pre ma ture  me thodologie s  for

8 compensating rooftop solar a t ra tes  less  than current re ta il ne t metering. Vote  Solar asserts  dirt if the

9 Commiss ion se le cts  one  of the  me thodologie s  propose d by the  utilitie s , RUCO, or S ta ff, "it would

10 dras tica lly a lte r sola r compensa tion and the  economics  of rooftop sola r without bodie ring to ca lcula te

l l the value of solar."378

12 c .  TAS C

13 TASC's  genera l comments  in opposition to the  use  futility-sca le  sola r as  a  proxy for the  va lue

14 of rooftop s ola r e xports  a re  s e t forth a bove , in TAS C's  comme nts  to AP S 's  propos e d Grid-S ca le

15 Adjus te d me thodology.

16 TASC asserts  tha t a  s ingle  PPA is  not representa tive  of the  full va lue  of rooftop or of a  utility's

17 a voide d cos t, a nd tha t TEP /UNS E provide d s ca nt informa tion to show tha t the  P P A it s e le cte d is

18 re pre se nta tive  of its  utility-sca le  sola r cos ts .379 TAS C cla ims  tha t TEP /UNS E se e ks  to subje ct rooftop

19 s ola r cus tome rs  to cons ta ntly a djus ting price s , a nd tha t no re ne wa ble  proje ct de ve lope r would e ve r

20 a gre e  to s uch a  pricing s tructure .380 TAS C conte nds  tha t the  is s ue  of whe n a nd how the  proxy ra te

2 1 would be  upda te d unde r S TEP /UNS E's  P P A P roxy me thodology a re  comple x que s tions , a nd would

22 deprive the rooftop solar customer of certainty.381

23 d. R U C O

24

25

26

27

28

RUCO's comments in genera l opposition to use  of a  utility-sca le  proxy appear in its  comments

376 AP S  Br. a t 47.
371 Vote  S ola r Re ply Br. a t 7 .

378 Id. a t 11 .

379 Id a t 17 .
380 ld.
381ld .
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1 to APS's  Proposed Grid-Scale  Adjusted methodology, above .

2 e .  S ta ff

3 Sta ff agrees  with TEP/UNSE tha t a  PPA proxy approach would be  le ss  burdensome than an in-

4 depth avoided cost s tudy, and tha t s implicity is  an important considera tion.382

5 6. STEP/UNSE's Responses to Comments on its  Proposed PPA Proxy Methodology

6 TEP/UNSE caution against adopting a  methodology that would overvalue  DG based on future ,

7 uncerta in benefits , which a re  not actua l avoided costs  because  they a re  not incurred by the  utility.383

8 They s ta te  tha t they have  not identified any appropria te  e lements  to jus tify requiring ra tepayers  to pay

9 for potentia l long-te rm benefits  of DG under traditiona l cos t of se rvice  his torica l te s t yea r ra temadcing

10 requirements, such as ratepayers paying only for expenses that are known and measurable, and for plant

l l that was prudent a t the  time of acquisition and Mat is  currently used and useful.384 TEP/UNSE believe

12 Mat potentia l future  benefits  identified by othe r pa rtie s  such as  avoided genera tion capacity, avoided

13 transmiss ion capacity, avoided environmenta l cos ts , and othe r socie ta l bene fits  a re  specula tive  and

14 depend on forecasts, which become more speculative the farther out they go. TEP/UNSE are concerned

15 that die  risk of the  forecasts , some being recommended for 25-30 years in the  future , are  borne by non-

16 DG customers. TEP/UNSE contend that with leveliza tion of the  forecasted values, the  ra tepayer impact

17 increases, because the non-DG customers would then pay even more in the near term.385

18 TEP/UNSE point out tha t DG customers  rece iving payment for the  specula tive  future  benefits

19 would be  the  only ce rta in be ne ficia rie s  of a  policy re quiring ra te pa ye rs  to pa y for unknown a nd

20 uncerta in future  benetits .386 TEP/UNSE urge  the  Commission to err on the  side  of caution in a llocating

21 the risk of over-compensating DG, because non-DG customers may be left bearing die  burden of over-

22 va lue d DG e xport pa yme nts .387 The y conte nd tha t pote ntia l, ye t s pe cula tive  be ne fits  a re  not a n

23 appropria te  ba s is  for impos ing cos ts  on ra tepaye rs  today.388 TEP/UNSE a sse rt tha t if foreca s ted

24 benefits  do not come to pass in the  future , non-DG ratepayers would have paid for nothing, and it would

25

26

27

28

382 Staff Br. at 26-27.
383 TEP/UNSE Reply Br. at 1.
384 TEP/UNSE Br. at 7.
385 Id at 8.
386 Id

387 TEP/UNSE Br. at 11.
ass TEP/UNSE Reply Br. at 1.
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1 not be likely that the overpayments could be collected back from the DG customers who received

2 them."9

3 C. Vo te  S o la r

4 1. Ove rvie w

5

6

7

8

9

10

11

Vote  Sola r recommends  tha t the  Commiss ion adopt its  proposed long-te rm benefit and cos t

methodology to va lue  rooftop sola r exports  because  it ana lyzes  the  full se t of benefits  and costs  tha t

occur when a  rooftop solar customer exports energy to the grid.390 Vote Solar sta tes that its  proposed

methodology "comprehens ive ly ana lyzes  4 of the  re levant cos ts  and bene fits  tha t occur during the

economic life  of a  rooftop solar system, which is  typically twenty to thirty years."391 Vote  Solar asserts

that its  proposed methodology will a lso put new technologies on the horizon on a  level playing f1e1d."2

Vote Solar states that there have been numerous value of solar analyses conducted, including in APS's

12 se rvice  te rritory, and while  the  specific me thodologie s  va ry, the  ma jority have  utilized the  long-te rm

13 benefit cos t approach.393 Vote  S ola r be lie ve s  tha t Commiss ion a doption of one  of the  na rrowe r

14 me thodologie s , a s  proposed by pa rtie s  to this  proceeding othe r than itse lf and TASC, would ignore

15 many benefits  of rooftop sola r, the reby underva luing it, and would do little  to ass is t the  Commiss ion

16 in future  determinations regarding rooftop solar.394 Vote  Solar contends that its  proposed methodology

17 would provide  an important tool to he lp the  Commiss ion make  reasonable  and ra tiona l decis ions  on

18 modifica tions  to ne t me te ring propos e d by the  utilitie s , a nd on s ola r ra te  de s ign, a nd would be

19 consistent with value of solar analyses in other sta tes.395

20

21

22

Vote  S ola r provided in its  te s timony a  s ummary of the  re s ults  of three  cos t-bene fit ana lys es  tha t

ha ve  be e n conducte d in AP S 's  s e rvice  te rritory: The  2009 R. W. Be ck s tudy, the  2013 upda te  to the

2009 s tudy comple te d by S AIC, the  compa ny tha t a cquire d R. W. Be ck, a nd the  2013 Cros s borde r

23

24

25

26

27

28

389 TEP/UNSE Br. at 8.
390 Vote Solar Br- at 1, 6, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor at 25, and Exh.
Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor at 35.
391Vote Solar Br. at 6.
392 Id at 7, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 30.
393 Vote Solar Br. at 7, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor at 15-16, Exp.
TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 3-10, and Exh. APS-4, Direct Testimony of APS
witness John Sterling (discussing the Tennessee Valley Authority value of solar analysis).
394Vote Solar Br. at 25 .
395Id at l, 25.
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Study Author and Year Present Value of
Distributed Solar (¢kWh)

RW Beck, 2009 7.91 to 14.11
SAIC, 2013 3.56
Crossborder Ener 2013|

7 21.5 tO 23.7

State Date Sponsor Resulting Va lue
ME Ma r-2015 Legis la ture
VT Nov-2014 Legis la ture
MS Sep-2014 PSC
N V Jul-2014 P UC 18.5¢kWh levelized
MN Jan-2014 Depot of Commerce 14.5¢kWh levelized

DO C KE T NO .  E -0 0 0 0 0 1 _ 1 4 _ 0 0 2 3

1

2

3

4

Energy study that was commissioned by the solar industry.396 Vote Solar also provided a table

summarizing the results of studies conducted in other states in 2014 and 2015.397

2. Vote Solar's Proposed Long-term Benefit and Cost Methodology

a. General Principles

5 i. De te rmina tion of Va lue  of Exports

Vote  Solar s ta tes tha t it is  only when rooftop solar customers export the ir excess genera tion to

7 the  grid that the  value of the  energy should be a t issue, and consequently, its  long-term benefit and cost

8 analysis  should examine the  value  of solar exports .398

9 ii. Re sults  Should Inform Modifica tions  to Ne t Me te ring or Ra te  De s ign

10 Vote  Solar s ta tes  tha t while  the  results  of its  proposed methodology should be  used to inform

l l the  Commiss ion's  de cis ion on compe nsa tion, the  re sults  should not a utoma tica lly de te rmine  the

12 compensation ra te  for exports .399 Vote  Solar contends tha t if a  full long-tenn benefit and cost ana lysis

13 shows  tha t rooftop sola r and ne t me te ring re sult in a  ne t cos t, it may indica te  tha t the  Commiss ion

14 should re vis it the  curre nt ne t me te ring policy, but if the  a na lys is  shows  a  ne t be ne fit, ne t me te ring

15 Vote  S ola r a s s e rts  tha t a  utility's  conce rns  a bout how the

16 Commiss ion would use  the  re sults  of its  propose d me thodology should not be  a  re a son to a dopt a

6

1 7

1 8 396 Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor at 14 and Table 1 at 15. Table 1 is reproduced
below for convenience of reference:

1 9

20

2 1

22
397 Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor at 15 and Table 2 at 16. Table 2 is reproduced
below for convenience of reference:

23

24

25

26

27

28

398 Vote Solar Br. at 11. Vote Solar contends that while the analysis should focus on exports, the underlying analysis may
_ properly include data for both self-use and exports, if generation data specific to exports is not available. Vote Solar Br. at
11-12, at fn.34.
399Vote Solar Br. at 8-9, 12.
400 Id at 3, 12.
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1

2

narrower approach.401 Vote  Solar urges tha t resolving compensation issues "should wait until a  la ter

3 iii. Ana lys is  Re quire d P rior to a ny Modifica tion to Ne t Me te ring or Rooftop S ola r
Rate  Design

4

5 Vote Solar contends that it is  imperative that an updated long-term benefit and cost analysis be

6 conducted whenever a  utility proposes  a  modifica tion to ne t metering or rooftop sola r ra te  design, so

7

8

13

14

iv. Va lue  of Rooftop Sola r Exports  to Non-DG Cus tome rs

9 Vote  S ola r re comme nds  tha t its  propose d long-te rm be ne fit a nd cos t a na lys is  be  use d to

10 de te rmine  the  va lue  of rooftop sola r exports  to customers  without sola r, in order to de te rmine  whether

11

12 ra te  and the  environmenta l, economic development, and grid re liability benefits .405

v. Near-Term Forecas t of Rooftop Sola r Pene tra tion

Vote  Sola r be lieves  tha t the  va lue  of a  rooftop sola r sys tem may va ry ba sed on the  ove ra ll

15 amount of rooftop sola r in a  utility's  se rvice  temltory, with va lue  possibly lessening a t higher leve ls  of

16 penetra tion.406 For Mis reason, Vote  Solar proposes to use  a  forecast of rooftop solar penetra tion over

17 the next one to three years as part of its long-term benefit and cost analysis .407

18 in the future, Vote Solar believes the analysis should be updated to provide a more accurate assessment

19

As penetration increases

20
vi. Residentia l and Commercia l/Industria l Rooftop Sola r

2 1

22

Vote  Solar recommends tha t its  proposed long-term benefit and cost ana lysis  include  a ll end-

use  re ta il customers , as  the  ne t metering rules  and the  REST Rules  apply to both the  res identia l and

23

24

25

26

27

28

401 Id at 9-10.
402 Id at 10-11.
403 Id at 13.
404 Id, citing to Exh. Vote Solar-7, Direct Tes timony of Vote Solar witness  Briana  Kobor, a t 18.
405 Id

406 Vote Solar Br. at 14.
407 ld.
408 Id

409 Vote Solar Br. at 15.
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1

2

3

4

Vote  S ola r e xpla ins  tha t th is  is  be ca us e  re s ide ntia l

cus tom e rs  typica lly pa y highe r pe r kph ra te s  tha n com m e rcia l cus tom e rs , whos e  pe r kph ra te s  a re

lowe r due  to the ir de ma nd cha rge s , which ma ke s  the  prima ry cos t in Vote  S ola r's  propos e d a na lys is

highe r for re s ide ntia l cus tome rs , a nd lowe r ne t be ne fits  tha n for comme rcia l cus tome rs . 411

5 v ii.  Dis c o u n t R a te

6

7

8

10

Vote  S ola r s ta te s  tha t choos ing a n a ppropria te  dis count ra te  is  importa nt for a ccura te  re sults ,

give n tha t its  propos e d long-te rm  be ne fit a nd cos t a na lys is  s pa ns  20 to  30 ye a rs .412 Vote  S ola r

re comme nds  a  socie ta l discount ra te  s imila r to the  ra te  of infla tion, in orde r to re fle ct the  time  va lue  of

9 money to customers without s01ar.413

Vote  S ola r is  oppose d to us ing the  utilitie s ' we ighte d a ve ra ge  cos t of ca pita l a s  the  discount ra te

l l to be  a pplie d to the  future  be ne fits  of rooftop sola r sys te ms, a s  sugge s te d by some  witne sse s , be ca use ,

12 Vote  S ola r a rgue s , the  a na lys is  should be  a pproa che d from the  pe rspe ctive  of the  ra te pa ye rs , a nd not

13 the  uti1ity.414 Vote  S ola r conte nds  tha t while  the  socie ta l discount ra te  should be  a pplie d to a ll cos ts

14 and bene fits , it should a t a  minimum be  applied to bene fit ca tegorie s  tha t a re  sepa ra te  from utility cos ts ,

15 such a s  e nvironme nta l, e conomic de ve lopme nt, a nd grid se curity be ne fits .4'5

16 viii.  Tra ns pa re nt a nd Re lia ble  Da ta

Vote  S ola r re com m e nds  tha t the  u tilitie s  re ta in  a n  inde pe nde nt th ird  pa rty to  conduc t the

18 a na lys is  in orde r to insure  impa rtia lity a nd inde pe nde nce .4'6 Whe the r the  a na lys is  is  conducte d by the

19 utilitie s  or by a  third pa rty, Vote  S ola r s ta te s  tha t it is  impe ra tive  tha t the  da ta  the  utilitie s  provide  for

2 0 the  a na lys is  be  tra nspa re nt, re lia ble , a nd subje ct to full re vie w by othe r pa rtie s .4"

b .  Me th o d o lo g y

17

Vote Solar's proposed long-term benefit and cost analysis methodology consists of an

23 examination of eight categories of benefits and costs that result when households and businesses with

2 1

22

24

25

26

27

28

410 ld

411 Id.

412 Vote Solar Br. at 16.

413 Id, referring to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 23 .
414 Vote Solar Br. at 16, citing to Exp. TEP-4, Rebuttal Testimony of TEP/UNSE Edwin Overcast, at 52, and Exp. APS-6,
Rebuttal Testimony of APS witness Bradley Albert, at 26.
415 Vote Solar Br. at 16, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 23 .
4116 Vote Solar Br. at 16, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 50.
417 Vote Solar Br. at 16-17.

60 DECISION no.

-I' ll



DOCKET NO. E -000001_14_0023

1

2

3

4

5

6

7

8

9

10

11

rooftop sola r export power to the  grid. Vote  S ola r' s  witness  Ms. Kobor s ta te s  tha t the  cos t-e ffectiveness

me a sure  she  a dvoca te s  for in e va lua ting the  va lue  of DG e xports  is  re la te d to Ca lifornia 's  "S ta nda rd

P ra ctice  Ma nua l" for e xa mining the  cos t-e ffe ctive ne ss  of de ma nd-s ide  progra ms .418 Ms. Kobor s ta te s

tha t he r m e thodology "could  be  cons ide re d a  m odifie d  ve rs ion of the  Ra te pa ye r Im pa c t Me a s ure

("RIM") te s t, plus  a dde rs  from the  S ocie ta l Cos t Te s t ("s ocie ta l a dde rs ")." 419 S he  s ta te s  tha t "[t]he

RIM te s t would ca pture  the  impa ct of DG e xports  on utility ra te s  a nd the  socie ta l a dde rs  would a llow

for ne ce ssa ry incorpora tion of othe r be ne fits ."

i.  Utility Dis tribu te d  S ola r Cos ts

Vote  S ola r s ta te s  dirt the  two type s  of utility cos ts  re sulting from rooftop sola r e xports  a re  (1)

the  compensa tion the  utility pays  to rooftop sola r cus tomers  for exported ene rgy, and (2) ne t integra tion

12

13

14

15

16

17

18

19

20

2 1

The  prima ry cos t in Vote  S ola r's  propos e d long-te rm be ne fit a nd cos t a na lys is  is  the  utility's

cos t of compe nsa ting rooftop sola r cus tome rs  for the ir e xports . Curre nt cos ts  a re  the  ne t me te ring ra te ,

which a re  e a s ily ca lcula te d, but in orde r to qua ntify the  le ve lize d cos ts  ove r the  20 tO 30 ye a r life spa n

of a  rooftop sola r sys te m, it is  ne ce ssa ry to fore ca s t future  compe nsa tion ra te s . Vote  S ola r's  proposa l

re quire s  the  utilitie s  to proje ct future  compe nsa tion ra te s .42'

The  se cond ca te gory of utility cos ts  is  inte gra tion cos ts , which include  the  dire ct a dminis tra tive

c o s ts  re la te d  to  ro o fto p  s o la r e xp o rts  a nd  a ny re q u ire d  a nc illa ry s e rvic e s . Vo te  S o la r s ta te s  tha t

inte gra tion cos ts  a re  typica lly minima l a t the  pe ne tra tion le ve ls  curre ntly pre se nt in Arizona , a nd points

out tha t TEP  a nd UNS E a re  una ble  to qua ntify a ny a dditiona l ope ra tiona l e xpe ns e s  a ttributa ble  to

rooftop sola r a t this  time .422 Vote  S ola r s ta te s  tha t integra tion cos ts  can a lso va ry by loca tion.423

In orde r to improve  the  a ccura cy of its  propos e d long-te rm be ne fit a nd cos t a na lys is , a nd to

23 e ncoura ge  de ployme nt of DG a t loca tions  providing the  gre a te s t va lue  with the  le a s t inte rconne ction

22

24

25

26

27

28

418 Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 18.
419 Id

420 Vote Solar Br. at 17, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 26.
421 Vote Solar Br. at 18, citing to Exp. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 27.
422 Vote Solar Br. at 18, referring to Exh. TASC-26, Direct Testimony ofTASC witness R. Thomas Beach at 16, and citing
to Tr. at 689 (TEP/UNSE witness Carmine Tillman).

423Vote Solar Br. at 18, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 5-6.
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Once  the  type  of ma rgina l ge ne ra tor or ge ne ra tors  is  ide ntifie d, it will be  ne ce s sa ry to
de te rmine  the  a voide d cos t of e ne rgy from the se  pla nts . Avoide d cos t of e ne rgy from a
na tura l ga s -fire d pla nt is  a  function of thre e  ke y inputs : (1) na tura l ga s  price , (2) he a t
ra te , a nd (3) va ria ble  cos ts  of ope ra tions  a nd ma inte na nce  ("O&M").

While  the re  is  cons ide ra ble  unce rta inty re ga rding the  price  of na tura l ga s  ove r the  ne xt
twe nty to thirty ye a rs , it is  re a sona ble  to de ve lop a  proje ction of fila ture  price s  ba se d on
a va ila ble  informa tion from the  commodity future s  tra ding ma rke t. I re comme nd tha t a
na tura l ga s  price  fore ca s t be  de ve lope d by e xa mining a va ila ble  NYMEX future s  tra ding
da ta  and extrapola ting longe r-te rm va lues  ba sed on publicly ava ilable  forecas ts , such a s
the  twe nty-five -ye a r fore ca s t de ve lope d  by the  Ene rgy Inform a tion  Adm inis tra tion
("EIA"). Ma rke t ce nte r price s  would ne e d to be  conve rte d to loca l bume rtip price s  by
us ing future s  da ta  on ba s is  swa ps  price s , a s  we ll a s  e s tima te d cos ts  to bring the  ga s  to
ge ne ra tors  ove r the  loca l ga s  tra nsporta tion sys te m. De ve loping a  fore ca s t of long-te rm
a nnua l ga s  price s  is  a n e xe rcise  tha t brings  s ignifica nt unce rta inty to the  a na lys is . As  a
re sult, it would be  rea sonable  to include  sens itivity ana lyse s  ba sed on highe r- and lower-
tha n proje cte d na tura l ga s  price s  to a sse ss  how this  unce rta inty ma y impa ct the  ove ra ll
DG va lue  a na lys is .

1 cos ts , Vote  S ola r reques ts  tha t the  utilitie s  be  required to conduct a  hos ting capacity ana lys is .424

2 ii.  Ene rgy Ge ne ra tion S a vings

3 Vote  S ola r a sse rts  tha t whe n a  rooftop sola r cus tome r e xports  e ne rgy to the  grid, the  utility will

4 ge ne ra te  or purcha s e  le s s  e ne rgy from ce ntra lize d powe r pla nts , a nd the re fore  the  e xporte d e ne rgy

5 offse ts  the  need for a  kph of ene rgy gene ra ted from the  margina l gene ra tion plant.425 Vote  S ola r s ta te s

6 tha t the  e ne rgy ge ne ra tion s a vings  will va ry de pe nding on the  utility a nd the  timing of s ola r e xports ,

7 a nd a s  a  re sult, it will be  ne ce ssa ry for the  utilitie s  to supply da ta  on the  curre nt e xport profile  of the ir

8 rooftop s ola r cus tom e rs .426 Vote  S ola r s ta te s  tha t this  e xport profile  ca n the n be  us e d to  de ve lop

9 a ssumptions  a bout the  ma rgina l ge ne ra tor tha t would se rve  va rious  portions  of the  loa d e xpe cte d to be

10 s e rve d  by a dd itiona l DG  e xports . Vo te  S o la r's  witn e s s  Bria n a  Ko b o r d e s c rib e s  Vo te  S o la r's

l l re comme nda tions  for va luing e ne rgy ge ne ra tion s a vings  for its  propos e d long-te rm be ne fit a nd cos t

12 wa lys is  me thodology a s  follows  :

13

14

15

16

l7

18

19

20

2 1

22

23

24

25

26

27

28

The  he a t ra te  a s s umption is  s pe cific  to the  type  of pla nt a nd s hould re fle ct e xpe cte d
a ve ra ge  he a t ra te , including a ccounting for long-te rm he a t ra te  de gra da tion tha t ma y
occur ove r the  pe riod of the  a na lys is . In a ddition, a  re lia ble  e s tima te  of va ria ble  O&M
must be  de ve lope d a nd fore ca s te d ove r the  pe riod of the  a na lys is .

4z4 Vote Solar Br. at 18, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 6-8.
425 Vote Solar Br. at 17-18, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 27-28.
426 Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 28.
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1

2

Because DG exports offset the need for energy at or near customer load, the calculation
of e ne rgy ge ne ra tion sa vings  mus t a lso include  a voide d line  losse s  a ssocia te d MM
delivering e lectricity from a  centra l s ta tion genera tor to customer load. Line  losses vary
by utility a nd a re  typica lly a bout 7%, though the y ma y be  highe r during pe riods  of

3 congestion. Because line losses may vary by season and time of day, it is important that
marginal line  losses expected during the periods of DG exports be used to estimate  the
avoided line losses from DG. Because DG exports are expected to occur during heavier

5 loading pe riods , e s tima ting avoided line  losses  us ing ave rage  line  loss  figures  would .
like ly unde rva lue  the  be ne fit from DG e xports . Avoide d line  los s e s  mus t a ls o be

6 accounted for in the  ca lcula tion of genera tion, transmiss ion, and dis tribution capacity
savings.

7 Exh. Vote  Sola r-7, Direct Testimony of Vote  Sola r witness  Briana  Kobor, a t 28-29 (cita tions  omitted) .

4

8 iii. Ge ne ra tion Ca pa city S a vings

9 Vote Solar contends that when rooftop solar customers export energy to die  grid, it reduces Me

10 utility's  need to build genera tion capacity to meet peak demand, and includes  the  resulting genera tion

11 capacity savings in its proposed long-term benefit and cost analysis methodology.427 Vote Solar asserts

12 tha t peak demand in Arizona  typica lly occurs  in the  la te  a fte rnoon during die  summer months , which

13 is  whe n rooftop s ola r produce s  e ne rgy, a nd the re fore  contribute s  to me e ting the  s ys te m's  pe a k

14 demand.428 Vote Solar asserts that while  individual DG systems may not be able to provide dependable

15 peak capacity due  to the  potentia l for passing clouds to temporarily reduce  genera tion, geographica lly

16 diverse  groups of DG systems can re liably contribute  to peak capacity.429 Vote  Solar contends that the

17 va lua tion of genera tion capacity savings should account for the  modularity of rooftop solar insta lla tions

18 and the  margina l benefits  of additional solar capacity. Vote  Solar asserts  tha t it is  improper to base  the

19 a na lys is  on la rge  tra nche s  of lumpy ca pa city rooftop sola r a dditions  a nd a ssume  tha t rooftop sola r

20 provides  no capacity benefits  until a  utility e limina tes  or de fe rs  a  la rge  capacity addition.

Vote  Sola r's  witness  Briana  Kobor describes  Vote  Sola r's  recommenda tions  for va lua tion of2 1

2 2 e ne rgy ge ne ra tion s a vings  in  its  propos e d long-te rm  be ne fit a nd cos t a na lys is  m e thodology a s  follows :

23

24

25

26

27

28

An appropria te  analysis  would examine  the  margina l benefit of additional DG capacity
to de lay or offse t die  need for future  genera tion capacity additions. In order to quantify
this benefit, assumptions must be made regarding the generation capacity additions that
would be  needed but for the  additiona l DG export capacity. Capacity cost from a  new
genera tor can be  es tima ted by deve loping assumptions  for capita l cos ts , fixed O&M,
and gen-tie  transmission costs to develop an estimate of the S/kwh of installed capacity.

427 Vote Solar Br. at 19.
428 Id.

429 Exh. Vote Solar-7, Direct Testimony ofVote Solar witness Briana Kobor, at 20.
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l

2

3

4

5

Once  the  cos t of ne w ins ta lle d ca pa city is  de ve lope d, the  a na lys t mus t de te rmine  the
le ve l of DG e xport ca pa city tha t is  e xpe cte d to contribute  to the  s ys te m pe a k. S uch a
ca lcu la tion  m a y be  com ple te d  us ing  a n  a s s e s s m e nt o f the  e ffe c tive  loa d  ca rrying
ca pa city ("ELCC"). ELCC is  a  s ta tis tica l me a s ure  of ca pa city tha t ca n be  re lie d on by
the  utility to m e e t loa d tha t a ccounts  for the  inte rm itte ncy a s s ocia te d with s ola r DG.
The  ELCC m e a s ure s  the  loa d incre a s e  tha t the  s ys te m  would be  a ble  to  ca rry while
m a in ta in ing  the  de s igna te d  re lia b ility c rite ria .  ELCC ca n  va ry by te chno logy.  F or
e xa mple , s ingle -a xis  tra cking P V ha s  highe r e s tima te d ELCC tha n fixe d-a rra y P V. In
de ve loping the  a s s umptions  for ELCC of DG e xports , it will be  ne ce s s a ry to e va lua te
the  e xpe cte d te chnology of future  DG a dditions .6

7

8

9

10

11

12

13

With these assumptions in place, calculating the generation capacity savings of DG is a
re la tive ly s imple  Lmderta ldng. As discussed above , under energy genera tion savings ,
margina l avoided line  losses  associa ted with DG capacity loca ted a t or near load must
be accounted for by applying an adder to the expected cost of new generation capacity.
In addition, utilitie s  a re  required to mainta in ce rta in leve ls  of capacity rese rve  margins
(e .g., 15% above pe a k loa d) to  e ns ure  re lia b ility in  the  e ve nt of e xtre me  loa d
circums ta nce s  or une xpe cte d outa ge s  of tra nsmiss ion or ge ne ra tion infra s tructure .
De pe nda ble  DG ca pa city will re duce  the  ne e d for a dditiona l ca pa city to me e t the
re lia bility crite ria . This  re duction in ne e de d re se rve s  should be  a ccounte d for by
de ve loping a n a dde r to be  multiplie d by the  cos t of ne w ge ne ra tion ca pa city. The
re sulting va lue  is  the n multiplie d by the  ELCC to de te rmine  the  ge ne ra tion ca pa city
savings  a ttributable  to DG.

Exh. Vote  Sola r-7, Direct Tes timony of Vote  Sola r witness  Briana  Kobor, a t 30-3l(cita tions  omitted).14

15

16

17

18

iv. Tra ns m is s ion Ca pa city S a vings

Vote  S ola r a s s e rts  tha t rooftop s ola r e xports  ca n de cre a s e  the  pe a k loa d a t s ubs ta tions  a nd

19

20

2 1

22

23

provide  conge s tion re lie f, which a llows  the  utility to de fe r or e limina te  tra nsmis s ion sys te m upgra de s ,

a nd the re fore  tra nsmis s ion ca pa city s a vings  should be  include d in its  propose d long-te rm be ne fit cos t

on circuit a nd loca tion, so the  a na lys is  should use  a  de ta ile d ma rgina l cos t of s e rvice  me thodology to

va lue  both tra nsmiss ion a nd dis tribution ca pa city.431 Vote  S ola r conte nds  tha t sma ll a nd incre me nta l

contributions  to tra nsmiss ion ca pa city a lso provide  re a l be ne fits , so rooftop sola r should be  cre dite d for

tra nsmiss ion ca pa city be ne fits  e ve n if the re  is  not a n immine nt ca pa city e xpa ns ion proje ct in the  loca l

a/6a_432
24

25
v. Dis tribution Ca pa c ity S a vings

Vote  S ola r conte nds  tha t rooftop s ola r contribute s  dis tribution ca pa city s a vings  in a  m a nne r
26

27

28

430 Vote Solar Br. at 20-21, citing to Exp. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 16-17.
431 Vote Solar Br. at 20-21, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 18.
432 Vote Solar Br. at 20-21, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 18-19.
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2

3

4

5

6

s imila r to the  tra nsmiss ion ca pa city sa vings  de scribe d by its  witne ss , by a llowing the  utility to de fe r or

e lim in a te  d is trib u tio n  s ys te m  u p g ra d e s ,  a n d  th a t th e  m a rg in a l c o s t o f s e rv ic e  m e th o d o lo g y it

re com m e nds  for qua ntifying tra ns m is s ion ca pa city s a vings  would the re fore  a ls o be  a ppropria te  to

qua ntify dis tribution ca pa city s a vings .433 Vote  S ola r a ls o include s  in its  propos e d long-te rm be ne fit

a nd cos t a na lys is  me thodology a  cre dit for dis tribution ca pa city s a vings  ba s e d on incre me nta l pe a k

de ma nd re ductions , e ve n if a  utility doe s  not ha ve  immine nt pla ns  for a  dis tribution sys te m proje ct.434

7 vi.  Environm e nta l Be ne fits

8

9

10

11

12

13

Vote  S ola r s ta te s  tha t rooftop sola r provide s  cle a n, re ne wa ble  e ne rgy tha t provide s  nume rous

e nvironme nta l be ne fits . Vo te S ola r include s  fotu' type s  of e nvironme nta l be ne fits  in its  propose d long-

te rm  be ne fit a nd cos t a na lys is : (1) a voide d utility com plia nce  cos ts ,  (2) a voide d ca rbon pollu tion

be ne fits , (3) a voide d non-ca rbon a ir pollution be ne fits , a nd (4) wa te r cons e rva tion be ne fits .435 Vote

S ola r conte nds  tha t the  e nvironm e nta l be ne fits  provide d by rooftop s ola r s hould be  va lue d in  the

ma nne r tha t its  witne s se s  Ms . Kobor a nd Mr. Volk ra n de scribe d in the ir re file d te s timonie s .436 Vote

14

15

16

S ola r conte nds  tha t e ve n if some  e nvironme nta l be ne fits  a re  difficult to qua ntify, it is  unre a sona ble  to

ignore  dle m , a nd tha t its  propos e d e nvironm e nta l va lua tion a pproa ch to qua ntifica tion is  s im ila r to

ana lyses conducted e lsewhere .437

17

18

19

20

21

vii.  Econom ic  De ve lopm e nt Be ne fits

Vote  S ola r include s  in its  propose d long-te rm be ne fit a nd cos t a na lys is  me thodology the  dire ct

e conom ic  im pa cts  of loca l jobs  c re a te d by s e lling a nd ins ta lling rooftop s ola r s ys te m s , a s  we ll a s

a dditiona l ta x re ve nue s  for s ta te  a nd loca l jurisdictions  tha t re sult from sola r e mploye e s ' purcha se s  of

supplies and goods.438 Vo te S ola r s ta te s  tha t the re  a re  seve ra l ways to measure  the  economic bene fits ,

22

23

24

25

26

27

28

433 Vote Solar Br. at 21-22, citing to Exp. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 19-21,
Exh. Vote Solar-7, DireCt Testimony of Vote Solar witness Briana Kobor, at 32, and Exhibit BK-2 (A Regulator's
Guidebook: Calculating the Benefits and Costs of Distributed Solar Generation, published by The Interstate Renewable
Energy Council, Inc. "IREC Guidebook") at 26-29.
434 Vote Solar Br. at 22, citing to Exp. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 21.
435 Vote Solar Br. at 22, citing to Direct Testimony of Vote Solar witness Briana Kobor, at 32, and Exhibit BK-2 (IREC
Guidebook) at 26-29.
436Vote Solar Br. at 22-23, citing to Exp. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 32-35,
and Exh. Vote Solar-3, Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 22-26.
437 Vote Solar Br. at 22, referring to Exp. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 32, and
Exhibit BK-2 (IREC Guidebook).
438Vote Solar Br. at 23 .
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12

including an economic input-output ana lys is  tha t examines  the  potentia l multiplie r impacts  of rooftop

solar, or by quantifying the tax enhancement value caused by increased employment.439

viii. Grid S e curity Be ne fits

Vote  Solar's  proposed long-te rm benefit and cost ana lysis  methodology includes grid security

be ne fits . Vote  S ola r a s se rts  tha t rooftop sola r sys te ms  ca n provide  re lia bility be ne fits  by a voiding

s e rvice  inte rruptions  a nd providing ba ckup powe r during outa ge s , a nd tha t the  be ne fits  ca n be

ca lcula ted based on the  number and dura tion of avoided outages , multiplied by the  es timated cost of

an interruption.440 Vote Solar sta tes that a  concern raised by STEP/UNSE's witness Mr. Overcast, that

the  current Ins titute  of Electrica l and Electronics  Enginee rs  ("IEEE") s tandards  require  rooftop sola r

to disconnect from a grid during an outage, are currently being amended, and that this benefit may soon

materialize.441

3. Ne t Me te ring

Vote Solar asserts that current net metering is a  simple and easily-understood method of valuing

14 solar exports , and tha t numerous va lue  of solar s tudies  e lsewhere  have  found tha t ne t metering, which

15 . currently provides rooftop solar customers with re ta il ra te  compensation for their exports , appropria te ly

16 compensates, and may even undercompensate  rooftop solar customers.442 Vote  Solar sta tes that each

17 of die  me thodologie s  pre se nte d which do not involve  a  long-te nn be ne fit a nd cos t a na lys is  would

18 reduce  the  compensation rooftop solar customers rece ive  for exports , and accordingly, would e liminate

19 ne t me te ring.443 Vote  Sola r a sse rts  tha t the  Commiss ion cannot vaca te  or amend the  Ne t Me te ring

20 Rules unless it begins a  new rulemaldng process, in accordance with due process requirements of public

21 notice  and an opportunity for public comment.444

13

22 4. Comment_s on Vote  Solar's  Proposed Long-Term Benefit and Cost Methodology

a .  AP S23

24 AP S  a rgue s  tha t the  comple xity of the  inputs  a nd a s s umptions  in Vote  S ola r's  propos e d

25

26

27

28

439 Id, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 35.
440 Vote Solar Br. at 24, citing to Exh. Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann, at 26-27.
441Vote Solar Br. at 24, citing to Tr. at 1634 (Vote Solar witness Curt Volkmann).
442 Vote Solar Br. at 2, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor at 6, 15.
443 Vote Solar Reply Br. at 25 .
444 rd. at 25-26.
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1 methodology exposes the study findings to easy distortion to match any agenda.445 APS contends that

2 the  IREC Guide book, which Vote  S ola r propos e s  a s  a  mode l for va lue  of s ola r s tudie s , is  bia s e d, in

3 tha t it fa ils  to assess  severa l important questions . According to APS 's  Mtness  Mr. Brovm,

4

5

6

7

8

9

10

REC's criteria constitute a self-selected, self-serving, heavily-biased laundry list of
subjects that, remarkably, fails to include costs and market prices, as well as attributes
that might diminish value, such as subsidies/cross-subsidies, job losses as well as the
job gains claimed, risks associated with using rooftop solar to reduce carbon, market
distortions, etc. REC's RegulatorS Guidebook also fails to include other obvious
subjects any credible study would have to examine, such as impact on merit order
dispatch, the energy resource mix in the state being studied, disparate social impact of
rooftop solar subsidies, market effects, impact on energy efficiency, a comparison of
costs Mth other resources that can accomplish similar objectives, env ironmental
considerations beyond simply carbon, full cycle impacts (i.e., manufacture through
generation) of solar panels and installations. An even-handed, disciplined, and thorough
analysi36would have to include diesel variables, along with an almost infinite host of
others.

11 AP S  cons ide rs  long-te rm va lue  of s ola r medmodologie s  s uch a s  the  IREC Guidebook mode l to

12 b e  p o lit ic a l to o ls  p ro n e  to  m a n ip u la tio n  in  o rd e r to  va lid a te  a  p re d e te rm in e d  o u tc o m e  b y

13 a dminis tra tive ly moving pre dicte d fila ture  be ne fits  to the  pre s e nt a nd ha ving ra te pa ye rs  pa y for the m

14 n0w.447 AP S  wa rns  a ga ins t s uch a  pra c tice , compa ring it to  P URP A le gis la tion, which re quire s

15 a dminis tra tive  de te rmina tions  of a voide d cos ts . AP S  s ta te s  tha t the  re s ults  of P URP A a voide d cos t

16

17

18

ca lcula tions  did not ha rm utilitie s , who we re  a ble  to file  ra te  ca s e s  a nd colle ct ra te s  for the  cos ts  of

highly-infla te d P URP A contra cts , but ha rme d cus tome rs , who we re  re quire d to pa y e xorbita nt cos ts  in

I8t€$_448

19

20

21

445 APS Reply Br. at 6, citing to Exh. APS-8 (Direct Testimony of APS witness Ashley Brown) at 13.
446 APS Reply Br. at 6-7, citing to Exh. APS-8 (Direct Testimony of APS witness Ashley Brown) at 14.
447 APS Reply Br. at 7.
448 Id, referring to APS-8, Direct Testimony of APS witness Ashley Brown at 8-9. Mr. Brown described problems that
occurred with administrative valuations of avoided cost under PURPA as follows :22

23

24

25

26

27

28

"Avoided costs," originally, were a kind of very simple value analysis, including only avoided energy
and capacity costs. Over time, however, states not only took quite diverse paths to ascertaining the
avoided costs, but many went beyond energy and capacity and factored environmental and other
externalities into their calculations. The calculations were also handicapped by the fact that wholesale
markets and transmission pricing, while in existence, were by today's standards rather primitive and
yielded incomplete and constrained cost and market data. The absence of sophisticated pricing in the
wholesale energy market was an important factor in this complexity, resulting in multiple competing
methods for determining the cost savings Hom energy provided. Further complicating matters were
attempts to offer long-term contracts to QFs [qualifying facilities], which necessitated assumptions about
fuel costs, factoring in future, but then own, environmental regulation, the effects of enabling new
technologies in the marketplace, alleged system benefits, and many other factors projected well into the
future.
APS-8, Direct Testimony of APS witness Ashley Brown at 7-8.
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1 APS contends  tha t the  long-te rm benefits  of DG a re  not inherently connected to the  issue  of

2 whether net metering should continue , and that no party presented evidence  tha t there  is  intrinsic value

3 in ne t me te ring its e lf.449 AP S  cla ims  tha t the  curre nt a rtificia lly high ne t me te ring ra te  for rooftop

4 e xports  thre a te ns  the  long-te rm he a lth of s ola r by s hie lding it Nom cos t pre s s ure s , thus  s tifling

5 innovation.450 According to APS's  witness  Mr. Brown, by "[s]hie1ding the  rooftop sola r industry from

6 cos t pre s s ure  ... [w]e  a re  ce rta in ly not g iving ince ntive s  to  purs ue  more  a mbitious  e fficie ncy

7 maximizing e fforts , such as  incorpora ting ba tte ry s torage , or leveraging the  potentia l of smart inverte rs

8 ... to he lp regula te  power flow."451

9 b . TEP /UNS E

10 TEP/UNSE disagree with any proposal to include a  levelized value of potentia l, yet speculative ,

l l future  benefits  in the  va lue  of sola r.452 They contend tha t such a  methodology would unnecessarily

12 and imprope rly increase  cos ts  to non-DG cus tomers  and is  not in the  public inte re s t.453 TEP/UNSE

13 contend that non-DG customers should not pay more for DG export energy than a  comparable  market-

14 proxy ra te .454

15 TEP/UNSE are  critica l of the  proposed long-te rm leve lized va lue  of benefits  methodology for

16 its  fa ilure  to acknowledge  the  impact of the  inte rmittent na ture  of sola r ene rgy, and the  impact of the

17 "a s  a va ila ble " na ture  of rooftop sola r e xports .455 TEP /UNSE conte nd tha t the  propose d long-te rm

18 levelized value  of benefits  methodology would result in payments for rooftop solar exports  that exceed

19 its  value to the  utilities, and to the  ra tepayers. TEP/UN SE contend dirt because rooftop solar customers

20 a re  unde r no contractua l or othe r commitment to provide  ce rta in amounts  of ene rgy or capacity, the

21 value  of rooftop solar exports  a re  s imilar to "as  ava ilable" energy provided by QFs under PURPA and

22 related FERC regulation, and the existence of rooftop solar DG results in no long-term avoided costs.456

23 TEP/UNSE argue that because  the  exports  have no value  beyond die  utilities ' short-term avoided cost

24

25

26

27

28

449 APS Reply Br. at 15.
450 Id at 16.
451 Ida 16-17, citing to Exh. APS-8, Direct Testimony of APS witness Ashley Brown at 62.
452 TEP/UNSE Br. at 15, TEP/UNSE Reply Br. at 3.
453 TEP/UNSE Reply Br. at 3.
454 Id at 4.
455 Id
456 Id
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1

3

4

5 Rule s

of ene rgy, unde r P URP A, a  marke t-based proxy can sa tis fy the  avoided cos t payment s tanda rd.457

TEP /UNS E s ta te  tha t P URP A re quire s  a  ma rke t-ba se d proxy to be  compa ra ble  in na ture  to the

to rooftop DG, because  it possesses  s imila r renewable  re source  cha racte ris tics , a s  de fined by the  RES T

6 c. G C S E C A

8

9

10

11

12

13

14

15

16

17

18

19

GCS ECA oppos e s  a ny propos a l to e s ta blis h a  va lue  of DG me thodology ba s e d on long-te rm

ca pa city a na lys is  should be  re je cte d be ca use  it would re quire  a dditiona l da ta  ga the ring, a na lys is , a nd

re vie w tha t would impos e  e conomic a nd ope ra tiona l ha rds hips  on the  Coope ra tive s .462 GCS ECA is

a lso opposed to Vote  S ola r's  proposed smart inve rte r requirements .463

GCS ECA urge s  the  Commiss ion to re je ct Vote  S ola r's  a rgume nts  tha t dire  is  no cos t shift.464

GCS ECA conte nds  tha t the re  is  ove rwhe lm ing e vide nce  in this  docke t de m ons tra ting tha t the  DG-

caused cost shift is  rea l, and demonstra ting the  cost-shift's  inequitable  impact on non-DG customers .465

GCS ECA s ta te s  tha t unde r a  ra te  de s ign tha t re cove rs  a  ma jor portion of a  utility's  fixe d cos ts  through

die  va ria ble  ra te , utilitie s  unde r-re cove r the ir fixe d cos ts  from DG cus tome rs  due  to the ir s ignifica nt

re duction in usa ge , a nd a s  a  re sult, non-DG cus tome rs  a re  force d to pa y more  tha n the ir fa ir sha re  of

in  a nnua l los t fixe d cos ts  ca us e d by DG, a nd dra t this  is  a  s ubs ta ntia l Linde r~re cove ry for a  rura l

22

23

24

25

26

Id, citing to Southern Col; bria Edison Company,133 FERC 'fl 61,059 at Para. 29 (Issued October 21, 2010).
TEP/UNSE argue that FERC has clarified that setting a utility's avoided cost under PURPA based on all sources able to

sell to the utility means that "where a state reqMes a utility to procure a certain percentage of energy from generators with
certain characteristics, generators with those characteristics constitute the sources that are relevant to the determination of
the utility's avoidedcost for thatprocurement requirement." TEP/UNSE Reply Br. at 4, citingto Southern Colzfornio Edison
Company atPara. 29
460 TEP/UNSE Reply Br. at 4

GCSECA Br. at 5
Id at 5. Rh.18
I d
GCSECA Br. at 5-6
Id at 6
Id at 5-6, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 3-5, Exh. APS-1, Direct

Testimony of APS witness Leland Snook, at 21-22, Exh. TEP-1, Direct Testimony of TEP witness Carmine Tilghman, at
3-4, Exp. AIC-1, Direct Testimony of AIC witness Michael O'Sheasy, at 9-10, Exh. RUCO-2, Direct Testimony of RUCO
witness Lon Huber, at 10, and Tr. at 1335-1337 (Staff witness Howard Solganick).
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1

2

3

4

distribution cooperative.""' GCSECA contends that the cost shift is exacerbated by the current net

metering policy, and that the cost shift is a larger problem for the Cooperatives, due to their rural

location, which necessitates a higher level of plant investment per customer, and due to their small size

which means there are fewer customers to absorb the subsidies created by DG

5

6

7

8

9

1 0

1 1

AIC disagrees with Vote  Solar's  proposal to use  a  modified version of the  RIM test plus socie ta l

over-compensate  today's  solar customers for benefits  tha t may or may not be  rea lized in die  future

and that this type of valuation methodology does nothing to encourage the DG market due to its  fa ilure

to send correct price  signals  tha t would enable  the  entry of new third-party technologies tha t are  going

to he lp trans ition the  grid

AIC contends tha t any long-term benefit/cost analysis  or cost e ffective  analysis , such as those

13 designed to analyze demand side management or energy efficiency, captures only subjective benefits

14 and even captures die  subj ective  benefits  inaccurate ly.4*" AIC sta tes that the  RIM and socie ta l benefits

15 te s ts  us e d in e ne rgy e fficie ncy docke ts  a nd IP  docke ts  a re  us e d only to de te rmine  which e ne rgy

16 e fficiency programs and resources  a re  va luable , and not to ca lcula te  the ir va lue , or to se t ra te s ." AIC

17 s ta te s  tha t it is  mis leading a t be s t for Vote  Sola r to sugges t tha t the re  is  a  na tionwide  trend to use  a

18 long-te rm be ne fit/cos t a pproa ch to va lue  s ola r, pointing to the  fa ct tha t Ne va da , which initia lly

1 2

1 9

20

2 1

22

incorpora ted the  ca tegory of "long-te rm bene fits " into a  va lue  of sola r ana lys is , la te r disca rded the

study.474 AIC asserts  dra t other jurisdictions, such as Utah, have  chosen to blend historica l ra tes with

a  conservative  resource planning approach, thereby supporting a  lower value of solar

AIC believes circumstances will undoubtedly change in the  proposed 20 to 30 year time period

24

GCSECA Br. at 5-6,citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 6-8
GCSECA Br. at 5-6, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 8-10, 12-13
AIC Br. at 13
Id at 13, 14, citing to Tr. at 371-372 (APS witness Bradley Albert), Tr. at 516 (AIC witness Michael O'Sheasy), and

Exh. TEP-2, Rebuttal Testimony of TEP/UNSE witness Carmine Tillman, at 15
AIC Br. at 15, citing to Tr. at 1010 (APS witness Ashley Brown), and 684-685, (TEP/UNSE witness Carmine Tillman)

AIC Reply Br. at 6
AIC Br. at 13, citing to Tr. at 877 (TEP/UNSE witness Edwin Overcast), and Exh. APS-3, Rebuttal Testimony of APS

witness Leland Snook, at 5, 7
AIC Reply Br. at 7
Id, citing to Exh. TEP-2, Rebuttal Testimony of TEP/UNSE witness Carmine Tillman, at 3
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1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

14

1 5

1 6

over which Vote  Sola r proposes  to leve lize  future  bene fits , and tha t those  future  changes  will like ly

prevent the assumed future  benefits  from occurring at the assumed level, if a t a ll.476 AIC contends dirt

fore ca s ts  a re  a lwa ys  wrong, ge tting the  price  right de pe nds  on luck, a nd e ve n if the  price  pa id

"mira culous ly prove s  right," it will mos t like ly have been paid by customers who are  not able  to take

advantage  of it.477 In addition, AIC a sse rts , the  proposed Vote  Sola r me thodology suffe rs  from a

fundamenta l matching flaw, in tha t while  it would leve lized die  cos t of e lectricity over 20 to 30 years ,

it would use  near-te rm forecasts  for rooftop solar penetra tion.478 AIC is  a lso critica l of the  Vote  Solar

proposa ls  for ra te  trea tment tha t would follow its  proposed cos t benefit ana lys is  - tha t if the re  is  any

bene fit found, ne t me te ring should rema in in place , but if the re  is  any cos t found, tha t ne t me te ring

should also remain in place, but with "possible modifications."479 AIC characterizes such a rate scheme

as "far from open, transparent, or based on verifiable data." 480

AIC disagrees  with Vote  Sola r's  a ttempt to draw a  dis tinction be tween the  words  "ra te " and

"compensation" for rooftop solar exports , which Vote  Solar cla ims should be  based on va lue , and not

cos ts .48' AIC a rgues  tha t if a  cus tomer is  required to pay a  ce rta in price  (ra te ) for ene rgy from the

utility tha t is  ba se d on cos ts , the n logica lly, the  price  a  utility is  re quire d to pa y for e ne rgy from a

customer should be based on cost as well.482

17 AIC te rms  illogica l Vote  Sola r's  a rgume nts  tha t re s ide ntia l a nd sma ll bus ine ss  owne rs  with

18 rooftop solar should be paid more for their exported energy than grid-scale  producers because rooftop

19 solar owners do not intend to se ll e lectricity as a  business enterprise , make a  significant profit, or have

20 comple x e ne rgy ma na ge me nt s ys te 1ns .483 AIC is  s imila rly critica l of Vote  S ola r's  a rgume nt tha t

21 rooftop solar should gamer a higher price than grid-scale solar because it can only be sold to one buyer,

22 and cla ims that the  converse  is  actually true , because basic economics dicta tes a  lower price  for rooftop

23

24

25

26

27

28

476 AIC Br. at 14, citing to Tr. at 1350 (Staff witness Howard Solganick).
477 AIC Br. at 15, Tr. at 684-685, 811 (TEP/UNSE witness Carmine Tillman), Tr. at 1353-1355 (Staff witness Howard
Solganick), and Tr. at 1050-1051 (GCSECA witness David Hendricks).
47s AIC Br. at 14, citing to Tr. at 1430 (Staff witness Howard Solganick).
479 AIC Reply Br. at 5.
480 Id
481 Id

482 AIC Reply Br. at 5-6.
483 Id at 10.
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1 solar exports because they are guaranteed a rnarket.484

2 AIC argues that despite Vote Solar's attempts to differentiate rooftop solar from grid-scale

3 solar, the two products are much more alike than they are different, which makes using grid-scale solar

4 as a proxy for rooftop solar exports a reasonable (if not preferable to AIC) alternative to basing the

5 export energy rate on avoided cost.485 AIC contends that Vote Solar's attempt to differentiate rooftop

6 solar from grid-scale solar based on whether the generation asset is owned by a residential customer or

7 a large sophisticated energy customer is a "distinction without a difference," that ignores the fact that

8 both sources of generation produce electrons that flow onto the grid.486

9 e. RUCO

10 RUCO asserts dirt Vote Solar's position that the current net metering rate adequately

l l compensates, or may even undercompensate rooftop solar exports has been disproven.487

12 For the sake of simplicity and sound raternaldng, RUCO believes some factors need to be

13 limited or excluded, and recommends that the benefits and costs associated with macroeconomic

14 impacts should be excluded from the valuation methodology.488 RUCO states that while it "does not

15 deny that there are costs and benefits associated MM economic impacts, it would be very difficult, if

16 not impossible to quantify these economic impacts."489 For the same reasons, RUCO believes that

17 benefits such as grid security should not be included.490 RUCO asserts that Vote Solar provided no

18 evidence regarding the size of the proposed grid security benefit, and did not demonstrate how a

19 valuation could be quantified.'*91

20 f. Staff

21 Staff prefers a short-term avoided cost methodology as opposed to a long-term one, as proposed

22 by Vote Solar. Staff' s witness suggests that if a long-term avoided cost methodology is undertaken, it

23 should be done "with great care because of the potential for overpayment."492 Staff states that if a

24

25

26

27

28

484 ld

485 AIC Reply Br. at 11.

4s6 Id at 9.
487 RUCO Reply Br. at 4.

48s Id at 8.
489 Id

490 Id

491 Id.

492 Exh. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 13.
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notes tha t:
Staff is  like ly to routine ly recommend in most cases  the  exclusion of: 1) environmenta l
impacts that are  a lready considered in operating costs and the IP process, 2) economic
bene fits  which should only be  cons ide red "qua lita tive ly" because  they a re  difficult to
qua ntify a nd a re  not include d in the  ra te ma king formula  for e xis ting ge ne ra tion a nd
other facilities , 3) fue l hedging benefits /costs , and 4) grid security benefits  unless  they
can actually be demonstrated. Nonetheless, a ll benefits/costs should be included on the
lis t for cons ide ra tion.

Staff Reply Br. a t 3 (cita tions re ferencing Staff Br. a t 9, 15, 18, and 19 omitted).

1 long-term approach is adopted, Staff agrees with RUCO that it should use only easily quantifiable  long-

2 te rm cos ts  and bene fits .493 S ta ff a lso s ta te s  tha t more  fre que nt upda te s  would le s se n the  risk of

3 overpayment by non-DG customers.494

4 S ta ff a gre e s  with the  utilitie s  tha t the  utilitie s ' we ighte d a ve ra ge  cos t of ca pita l is  a  more

5 appropriate discount rate than the inflation rate suggested by Vote Solar.495

6 Staff disagrees with Vote  Solar's  use  of near-term forecasts for rooftop solar penetra tion for an

7 analysis that spans 20 to 30 years.496

8 In regard to Vote Solar's  proposal to use a  modified version of the RIM test plus societal adders

9 in orde r to va lue  rooftop sola r exports , S ta ff note s  tha t the  Commiss ion's  EE and DSM rule s  require

10 utilities  to use  the  Socie ta l Test,497 and s ta tes  dirt rooftop solar is  not currently subject to this  tes t.498

l l Staff asserts  tha t the  parties  have  presented enough evidence  differentia ting rooftop solar from DSM

12 and EE tha t if the  Commission deems it appropria te  to consider the  cost-effectiveness of rooftop solar,

13 either the Societal Test or a different test could be used to do 80.499

14 Staff s ta tes  tha t it is  "not opposed to the  addition of costs /benefits  to its  avoided cost ana lysis

15 so tha t it encompasses a ll of the  well-recognized costs  and benefits  tha t have  evolved over time," but

1 6

1 7

1 8

1 9

2 0

2 1

22

23 Vote  Sola r a rgues  tha t its  long-te rm benefit and cos t mediodology is  the  only approach tha t

24

25

26

27

28

5. Vote Solar's Responses to Comments on its Proposed Long~Term Benefit and Cost
Me thodology

493 Staff Br. at 9.
494 Id

495 Staff Reply Br. at 13.
496 Id

497 Id at 12-13, referring to A.A.C. R14-2-2512(B). For ease of reference, R14-2-2512 is reproduced in a footnote to Staff" s
comments on TASC's proposed methodology, below.
49s Staff Br. at 12-13.
499 Id at 13.

73 DECIS ION NO.



DOCKET NO. E-00000J -14-0023

1

2

3

4

5

6

7

8

9

10

11

12

13

comprehens ive ly de te rmines  the  ne t bene fits  of rooftop sola r exports , and fully va lue s  them by (1)

analyzing each type of benefit and cost that occurs when rooftop solar customers export excess energy

to the grid; and (2) examining those benefits and costs over the 20 - 30 year economic life  of the rooftop

Vote  S ola r a rgue s  tha t it is  in the  utilitie s ' be s t inte re s t to a void qua ntifying the  full va lue

provide d by rooftop sola r e xports , a nd tha t if the  full va lue  we re  a ctua lly ca lcula te d, it would like ly

s ignificantly unde rcut the ir subs idy cla ims .501 Vote  S ola r conte nds  dirt without the  informa tion

provided by its  proposed analysis , the  Commission cannot consider a ll of rooftop solar's  benefits , and

ma ke  re a s ona ble  a nd fully-informe d de cis ions  in upcoming utility ra te  ca s e  de cis ions  on utility

Vote  Sola r a rgues  tha t it has  never recommended tha t the  results  of its  proposed ana lysis  be

automatica lly used to se t the  compensation ra tes for rooftop solar exports . Instead, Vote  Solar asserts

tha t results  showing ne t benefits  grea te r than the  current re ta il ra te  compensa tion would indica te  tha t

14 ne t me te ring should re ma in in pla ce , a nd if re sults  de mons tra te  be ne fits  tha t a re  le ss  tha n curre nt re ta il

15 ra te s , it ma y be  a ppropria te  to re duce  the  compe nsa tion pa id for rooftop sola r e xports .503

In  re s pons e  to  c ritic is m s  a bou t the  a ccura cy o f the  long-te rm  fo re ca s ting  re qu ire d  by its

17 proposa l, Vote  S ola r a sse rts  tha t the  va lue  of fore ca s ts  is  not ne ga te d s imply be ca use  the y a re  not 100

18

19 be ca use  Vote  S ola r doe s  not re comme nd tha t the  re sults  of its  propose d a na lys is  be  a utoma tica lly use d

20 to se t the  e xport ra te , a nd be ca use  compe nsa tion ra te s  for rooftop sola r e xports  the  a na lys is  would be

2 1 pe riodica lly upda te d ,  s o  tha t the  va lue  a s c ribe d  to  rooftop  s o la r is  a d jus te d  a s  fu ture  e ve nts  a nd

22

23 re quire d by its  propos e d m e thodology is  a n inte gra l pa rt of a  utility's  ope ra tions , is  us e d to de ve lop

24 inte gra te d re source  pla ns  ("IRis ") tha t a na lyze  future  conditions  a nd se le ct future  re source s  ove r a  15

16

25

26

27

28

500 Vote Solar Reply Br. at 2.
501Id at 6.
502 Vote Solar Br. at 3-4, Vote Solar Reply Br. at 2, 7.
503 Vote Solar Br. at 8-9, Vote Solar Reply Br. at 3, citing to Exp. Vote Solar-7, Direct Testimony of Vote Solar witness
Briana Kobor, at 12, and Exp. Vote Solar-8, Rebuttal Testimony of Vote Solar witness Briana Kobor, at 5.
s04 Vote Solar Reply Br. at 4.
505 Id at 8, vote Solar Reply Br. at 4.
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11

1 2

year planning period, and tha t the  results  influence  the  utilities ' decis ions on which resources  to build

or purchase.506 Vote Solar argues that the  predictive values in the IP plans do not negate  the value of

the  IRis , and the  Commission should therefore  not re ject a  long-term benefit and cost ana lysis  based

Vote Solar disagrees with criticisms that its  proposed one to three year forecast of rooftop solar

pe ne tra tion cre a te s  a  dichotomy with its  propose d va lua tion me thodology time fra me  of 20 to 30

economic life , and the  a im of the  near-te rm pene tra tion forecast is  to de te rmine  the  va lue  of exports

from currently insta lled or near-term new insta l1ations.509 Vote  Solar asserts  that a t current and near-

term penetration levels, installed systems do not create any measurable integration costs or peadar shift,

but if future  penetra tion levels  do reach a  point where  benefits  decrease , the  net va lue  of those  future

systems may be less.510

1 3

1 4

1 5

1 6

1 7

1 8

1 9

In re s pons e  to AP S 's  a s s e rtions  tha t rooftop s ola r provide s  minima l ge ne ra tion ca pa city

s a vings , Vote  S ola r re s ponds  tha t AP S 's  2013-2014 IP  pla n fore ca s te d a  2020 pe a k ca pa city

contribution of 119 MW from rooftop s ola r,5" TEP 's  2013-2014 IP  pla n fore ca s te d a  2020 pe a k

capacity contribution of 41 MW from rooftop s01ar,512 and UNSE's  2013-2014 IP  plan forecasted a

2020 peak capacity contribution of 8 MW from rooftop solar. 513 Vote  Solar a rgues tha t because  the

utilitie s ' own IP  pla ns  show tha t rooftop sola r ca n re lia bly contribute  to sys te m pe a k, rooftop sola r

exports should be credited for reducing or delaying the need for additional system capacity.514

Vote  Sola r is  critica l of S ta fFs  pos ition rega rding exclus ion of a ll its  proposed environmenta l

21 but avoided environmenta l compliance  costs , environmenta l costs  identified in the  IP  process , costs

20

22

23

24

25

26

27

28

506 Vote Solar Br. at 8.
507 Id, Vote Solar Reply Br. at 4.

508 Vote Solar Br. at 15.

509 Id at 14.
510 Id at 14-15.
511 Id at 20, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 30. Ms. Kobor cited to
page 300 of the IP filed by APS on April 1, 2014, in Docket No. E-00000V-13-0070.
512 Vote Solar Br. at 20, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 30. Ms.
Kobor cited to page 28 of the IP filed by TEP on April 1, 2014, in Docket No. E-00000V-13-0070.
513 Vote Solar Br. at 20, citing to Exp. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 30. Ms.
Kobor cited to page 20 of the IP filed by UNSE on April 1, 2014, in Docket No. E-00000V-13-0070.
514 Vote Solar Br. at 20.
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based on emerging regula tion, or cos ts  tha t re sult in reductions  in emiss ion leve ls  ove r and above

required leve1s.515 Vote Solar argues that all of its proposed environmental benefits should be included,

even those  tha t do not directly reduce  the  utility's  compliance  and opera tion costs , because  they a re

significant and reaL5'6

Vote Sola disagrees with Staff' s  omission of economic benefits in its analysis based on the fact

that they are  difficult to quantify and are  not included in the  ra temaking formula  for existing generation,

and not unique  or incrementa l to DG.517 Vote  Sola r a sse rts  the re  is  no insurmountable  difficulty in

qua ntifying e conomic be ne fits  tha t both it a nd TAS C ha ve  e xpla ine d how the  a na lys is  should be

perflormed.518

Vote  Solar be lieves tha t rooftop solar provides rea l, loca lized economic benefits  which should

11 be included in die  analysis  of its  va lue .519 Vote  Solar contends tha t because  rooftop solar is  insta lled

10

12 by households  and small businesses  as  opposed to sophis tica ted utilities , because  it produces  power

13 use d prima rily on s ite  a s  oppose d to producing powe r for profit, a nd be ca use  it fa ce s  cons tra ints

14 diffe rent from utility-sca le  solar, and because  its  output can be  sold only to utilities , rooftop solar merits

15

16 Vote Solar disagrees with Staff' s  contention that the record does not contain sMticient evidence

17 re ga rding rooftop sola r's  contribution to grid re lia bility to include  it in the  a na lys is .52' Vote  Sola r

18 be lie ve s  the  e xpe rt te s timony of its  witne s s  Mr. Volk ra n  provide s  s ufficie nt e vide nce  for its

19 inclus ion.522

20

2 1

22

23

Vote  Solar a rgues tha t a ll the  proposa ls  presented in this  proceeding, with the  exception of its

own proposa l and tha t of TASC, a re  not acma lly me thods  for va luing rooftop sola r, but ins tead a re

premature  methodologies for compensating rooftop solar a t ra tes less than current re ta il ne t metering.

Vote  Solar asserts  tha t if the  Commission se lects  one  of the  methodologies  proposed by the  utilities ,

24

25

26

27

28

515 Id at 9.
516 Id

517 Vote Solar Reply Br. at 10.
518 ld
519 Id

520 Id

521 rd.

522 Id, citing to Exp Vote Solar-3, Direct Testimony of  Vote Solar witness Curt Volkmann, at 26-28 and Tr. at 1634-1635,

1655-1657, 1693-1694 (Vote Solar witness Curt Volkmann).
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1 RUCO, or S ta ff, "it would dra s tica lly a lte r sola r compe nsa tion a nd the  e conomics  of rooftop sola r

2 widiout bothering to ca lcula te  the  va lue  of sola r."523

3

4 1. Ove rvie w

5 TASC contends that to ensure  fa ir treatment of DG, the  Commission must employ an accurate

6 va lua tion me diodology tha t pe rmits  a  me a ningful inve s tiga tion of the  be ne fits  of rooftop sola r.524

7 TASC asserts  that the  Commission must balance the  perspectives of a ll s takeholders, including rooftop

8 sola r cus tome rs , non-DG cus tome rs , the  utility, the  e le ctric grid, a nd socie ty a s  a  whole .525 TASC

9 contends that the  long-term benefits  and costs  of rooftop solar must be  accounted for and credited and

10 debited in every docket.526 TASC's witness Mr. Beach sta tes that there  is  a  developing consensus that

l l the  suite  of s tandard cost-e ffectiveness  tes ts  used for demand-s ide  programs should be  adapted to

12 broader analyses of NEM and demand-side  DG.527 He sta tes that evaluating the  costs  and benefits  of

13 DG using the same cost-effectiveness framework used for a ll demand-side resources, including EE and

14 demand re sponse , "will he lp to ensure  tha t a ll of the se  re source  options  a re  eva lua ted in a  fa ir and

15 cons is te nt ma nne r."528 TASC a sse rts  tha t its  propose d me thodology would re sult in a n "a ccura te

16 assessment of the  actua l va lue  of DG and further promote  optimal DG policy."529

17 TASC charges tha t the  utilities  are  "eager to thwart the  growth of DG by ending [net metering]

18 a nd pushing for the  a doption of modifie d ra te  de s igns  inte nde d to de s troy the  e conomic be ne fit of

20 his torica l cos ts  a nd ca nnot ca pture  the  full be ne fits  of rooftop s ola r, a nd tha t utility-s ca le  proxy

21 me thodologie s  utilize  unjus t compa risons  to ra te s  pa id for utility-sca le  sola r, ca n be  ma nipula te d,

22 confla te  wholesa le  and re ta il products , and do not take  into account die  added benefits  found only in

23 rooftop sola r.531

24

25

26

27

28

D.  TAS C

523 Vote  S ola r Re ply Br. a t 11.
524 TASC Br. a t 1.
525 Id

526 Id a t 2.
527 Exh. TAS C-26, Dire ct Te s timony of TAS C witne s s  R. Thoma s  Be a ch, a t 3-4.
528 Id

529 TAS C Br. a t 2, TAS C Re ply Br. a t 4.
530 TASC Br. a t 1.
531 Id , TAS C Re ply Br. a t 4.
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1

2

3

4

5

6

TASC contends  tha t the  goa l of this  proceeding is  to inves tiga te  the  cos ts  and benefits  of rooftop

s ola r and "to crea te  a  re cord tha t can be  acce s s ed for potentia l us e  in future  docke ts  whe re in the va lue

of s ola r a nd the  s pe cific va lua tion me thod is  be ing de a lt with for e a ch utility."532 TAS C be lie ve s  tha t

this  proce e ding a ls o provide s  the  Commis s ion with a n opportunity to "re ite ra te  its  policy in s upport of

8111 grandfa the ring of any DG cus tomers  in future  ra te  ca s e s ."533 TAS C a rgues  tha t rooftop s ola r is  a

demand-s ide  resource  and should be  eva lua ted in the  s ame  manner a s  othe r demand-s ide  resources  for

7

8

cost-effectiveness, and that only a long-term avoided cost methodology can fully account for, identify,

and calculate all the relevant costs and benefits of a rooftop solar system.534

9

10

11

.12

13

14

15

16

17

18

2 . Ana lys is  in Othe r J uris dictions

TAS C a s s e rts  dirt Ne va da , Ca lifornia , a nd Mis s is s ippihave adopted frameworks  tha t it be lieves

e xe mplify be s t pra ctice s  for conducting be ne fit-cos t a na lys is  of rooftop s ola r, a nd tha t Ca lifornia 's

S ta nda rd P ra ctice  Ma nua l, which utilize s  a  be ne fit/cos t a pproa ch, is  us e d a cros s  the  country a s  a

fra me work for dis cus s ing s pe cific  va lua tion a pproa che s .535 TAS C s ta te s  tha t s ta te -commis s ione d

inde pe nde nt s tudie s  utilizing a pproa che s  like  the  one  TAS C e s pous e s , in Ne va da , Mis s is s ippi, Ma ine ,

Ve rmont, a nd Minne s ota , ha ve  ge ne ra lly conclude d tha t the  va lue  of DG s ola r is  we ll a bove  re ta il

ra te s .536 TAS C s ta te s  tha t Nevada  initia lly us ed a  demand-s ide  ana lys is  to conclude  tha t DG was  cos t-

e ffe c tive  e ve n for non-DG cus tome rs , be fore  u ltima te ly a dopting a  s hort-te rm cos t-be ne fit s tudy

provided by NV Ene rgy.537 TAS C s ta te s  tha t the  actions  of the  Nevada  P ublic S e rvice  Commis s ion538

19

20

2 1

22

23

24

25

26

27

28

532 TASC Reply Br. at 4.
533 TASC Br. at 2.
534 Id at 1, 5, TASC Reply Br. at 4.
535 TASC Br. at 3, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 3-5, and Exh. Vote
Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 18.
536 TASC Br. at 4, citing to Exh. Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 15-16.
537 TASC. Br. at 3, 4, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 5-8.
53s TASC states that

The final order recognized the categories of long-term benefits of DG discussed [in TASC's brief], but
assigned a f'zero" valuation to them rather than attempting to analyze, determine, or assign actual values
to such benefits. As a result of this short-sighted analysis, Nevada concluded that DG created an
unreasonable cost shift and decided to terminate NEM, increase the fixed monthly customer charge for
DG customers, and reduce the export rate credited to DG systems from the full retail rate (about ll cents
per kph for residential customers) to an energy-only avoided cost rate of about 2.6 cents per kph.

TASC Br. at 4, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 6-7, and Exh. Vote Solar-
7, Direct Testimony of Vote Solar witness Briana Kobor, at 48.
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4

5

6

7

1 a re  currently be ing appea led in Nevada  Courts .539

3. TAS C's  P ropos e d Long-Te rm  Avoide d Cos t Me thodology

TAS C a sse rts  tha t thre e  principle s  should be  ke pt in mind whe n va luing rooftop sola r: va lua tion

should be  le ve lize d ove r the  e xpe cte d life  of the  DG sys te m, utilitie s  mus t re gula rly provide  a ccura te

a nd re lia ble  da ta  not ba se d on proprie ta ry mode ls , a nd the  va lua tion should cons ide r a  compre he ns ive

lis t of bene fits  and cos ts  such a s  those  used in a sse ss ing the  cos t e ffectiveness  of ene rgy e fficiency and

TAS C conte nds  tha t th is  proce e ding is  not a bout s ubs id ie s ,  cos t

8 s hifting, pa rtia l re quire me nts  cus tome rs , or ra te  de s ign, a nd tha t long-te rm fore ca s ting is  a  tool

9 commonly used by utilities , and is  appropria te  and essentia l to va luing rooftop sola r.54'

10 TASC's  witness  Mr. Beach conducted an illus tra tive  va lue  ana lysis  for APS's  se rvice  te rritory,

11 using TASC's  proposed benefits  and costs , us ing da ta  from APS's  2014 IP , and based on a  20-year

12

13

14

1 5

16

1 7

18

19

20

leve lized cents /kWh va lue . Mr. Beach presented the  re sults  of his  ana lys is  in Exhibit 2 to his  direct

te s timony (He a ring Exhibit TASC-26), a nd summa rize d the m in Ta ble  11, which a ppe a rs  a t p. 22

thereof.542 Mr. Beach found Direct and Socie ta l bene fits  a s  follows : for south-facing rooftop sola r

systems, 24.8 cents/kWh (residentia l) and 25.5 cents/kWh (commercia l), for west-facing rooftop solar

sys te ms , 31.1 ce nts /kWh (re s ide ntia l) a nd 30.9 ce nts /kWh (comme rcia l), for a n a ve ra ge  of 28.0

cents /kWh (residentia l) and 28.2 cents /kWh (commercia l).543 Mr. Beach found Direct benefits  a lone

as  follows: for south-facing rooftop sola r sys tems, 15.5 cents /kWh (res identia l) and 18.0 cents /kWh

(commercia l), for west-facing rooftop solar systems, 21 .8 cents/kWh (residentia l) and 23.4 cents/kWh

(commercia l); for an average of 18.7 cents/kWh (residentia l) and 20.7 cents/kWh (commercia l).544

The  benefits  TASC included in its  va lua tion of rooftop sola r exports , and tha t it recommends

22 the  Commission include , a re  as  follows:545

2 1

23

24

25

26

27

28

539 TASC Br. at 4, citingto Vote Solar v. The Public Utilities Comm 'n of Nevada,No. 16 OC 1152 LB (Nev. Jul. 7, 2016),
The Alliance for Solar Choice v. The Public Utilities Comm 'n of Nevada,No. 16 OC 0072 (Nev. Jul. 7, 2016), and referring
to Krysti Shallenberger, T_A§C S4es_neya;1a EUC To Qverturn Net Metering Decision, Utility Dive (Mar. 22, 2016)
http://www.utilitydive.com/news/tasc-sues-nevada-puc-to-overtum-net-metering-decision/416087/.
540 TASC Br. at 5-7.
541 Id
542 See Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, Exhibit 2, Table 11 at p. 22.
543 See id
544 See id
545 TASC Br. at 6-15. See also Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, Exhibit 2, Table ll
at p. 22.
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2

3

4

5

6

a . Avoide d Ene rgy Cos ts

TASC asse rts  tha t e ach kph of rooftop sola r exports  DG offse ts  the  need for e lectricity tha t

would have been generated by the utility, and that energy generation savings represent the cost a  utility

would have  incurred but for rooftop sola r exports .546 TASC asserts  tha t any ana lysis  should include

fue l savings , the  a ssocia ted hea t ra te  for the  gene ra tion facility, and re la ted va riable  cos ts  of O&M

saved by such reductions in generation.547

7 b .  Avo ide d  Line  Los s e s

TASC asserts dirt DG output is consumed by neighboring non-DG customers, and that this

9 results in the utilities avoiding up to 12 percent in avoided line losses associated Mth a utility sending

10 electricity over the grid to those custorners.5'*8

8

11 c . Avoide d Utility Ge ne ra tion Ca pa city

12 TAS C a s s e rts  tha t DG rooftop s ola r he lps  a void ge ne ra ting ca pa city a nd re s e rve  ma rgins

13 TAS C conte nds  tha t the  va lue  of rooftop sola r goe s  be yond short-te rm a voide d e ne rgy cos ts  be ca use  it

14

15 a ccording to AP S 's  2014 IP  filing, ne w de ma nd-s ide  re s ource s  (including EE, DR, a nd rooftop s ola r)

16 de ve lope d in 20 l4-2018, will contribute  862 MW to me e ting AP S ' s  pe a k de ma nds  by20189" TAS C's

17

18

19

20

21

witness Mr. Beach responds to APS's assertions that as rooftop solar penetration increases, the capacity

value of solar will decrease, because increased amounts of behind-the-meter solar resources shift APS 's

a fte rnoon peak to la te r in the  day. Mr. Beach s ta tes  tha t with proper pricing s igna ls , and if customers

ha ve  a  gre a te r choice  a nd control ove r whe re  a nd whe n the y consume  e le ctricity, cus tome rs  ma y

respond by shifting consumption of utility-provided power from the  evening to the  a fte rnoon

22

23

24

25

26

27

28

546 TASC Br. at 6. .
547 Id, citing to Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 20, Table 2, and to Exp. Vote
Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 28-29.
548 TASC Br. at 6, citing to Exh. Vote Solar-4, Rebuttal Testimony of Vote Solar witness Curt Volkmann, at 16-18
549 TASC Br. at 7, referring to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p.6, ll
13.
550 TASC Br. at 7.
551 Id, citing to Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 6, 11-12, and Table
4.
552 Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 13
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1 d. Avoided Transmiss ion and Dis tribution Costs

2

3

4

5

6

7

TASC asserts  tha t rooftop sola r defers  or e limina tes  the  need for increased transmission and

distribution infrastructure .553 TAS C conte nds  tha t the  utilitie s ' e xpe rts  in this  proce e ding ha ve

acknowledged that there are calculable benefits and impacts that can be realized due to rooftop solar,554

tha t re a lized savings  to transmiss ion and dis tribution sys tems  can be  "monumenta l," and tha t any

valuation framework must necessarily calcula te  and account for such value.555 TASC notes that APS

intends to calculate such potential savings in its pending rate case.556

8 e . Avo id e d Margina l Transmiss ion Costs

9

1 0

TASC contends that rooftop solar slows capacity growth and provides for reduced loads, which

defers  or avoids the  necessity for new transmission re la ted investments.557 TASC asserts  tha t this  is

11 especia lly important and bene ficia l when sola r production occurs  during peak de rnand.558 TASC

1 2

13

believes tha t rooftop solar can a lso avoid transmission ne twork upgrades associa ted with utility-sca le

projects that rooftop solar can displace.559 1

1 4

1 5

1 6

1 7

1 8

TASC contends that grid modernization projects  provide  benefits  in addition to those  a imed an

integra ting DG, including rooftop sola r, into the  grid, and tha t the re  is  potentia l for smart deployment

of rooftop solar to reduce grid modernization costs.560 TASC asserts that quantifiable benefits of smart

inverters attached to DG projects should be included in any value ana1ysis.561

f. Extended Life  of Dis tribution and Transmiss ion Equipment

1 9

20

TASC asserts that the majority of rooftop solar that serves on-site load will reduce distribution

system loads because the power does not flow onto the distribution system, and exports that serve local

2 1

22

23

24

25

26

27

28

553 TASC Br. at 7, referring to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2,. p. 13-
14, and to Exh. Vote Solar-4, Rebuttal Testimony of Vote Solar witness Curt Volkmann, Exhibit 3 at 16-18.
554 TASC Br. at 9, citing to Tr. at 1015-1016 (TEP/UNSE witness Edwin Overcast), Tr. at 347-348 (APS witness John
Sterling), Tr. at 402-404 (APS witness Bradley Albert); and Tr. at 110-1 ll, 136-137 (APS witnessLeland Snook).
555 TASC Br. at 8-10.
556 Id at 9, citing to Tr. at 110-111, 136-137 (APS witness Leland Snook).
557 TASC Br. at 8, referring to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 13-
14.
55s Id.

559 TASC Br. at 8, referring to TASC's June 22, 2016, Responsive Supplemental Testimony of TASC witness R. Thomas
Beach, at 7.
560 TASC Br. at 8, referring to TASC's June 22, 2016, Responsive Supplemental Testimony of TASC witness R. Thomas
Beach, at 10-11.
561I d
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1

2

3

neighborhoods also reduce distribution system 10ads.562 TASC argues that as a result, rooftop solar

avoids the costs of distribution system expansions or upgrades and extends the life of existing

equipment.563

4

5

7

8

9

10

11

g.  Fue l He dging Cos ts

TAS C a s s e rts  tha t rooftop s ola r mitiga te s  utilitie s ' e xpos ure  to vola tility in na tura l ga s  price s

6 by dive rs ifying the  ove ra ll portfolio of re source s .564

h .  Ma rke t P ric e  Mitiga tion

TAS C cla ims  tha t a s  re ne wa ble  ge ne ra tion continue s  to pe ne tra te  the  AP S  se rvice  te rritory, it

cre a te s  a  downwa rd tra je ctory of the  re gion's  e ne rgy ma rke t price s  by displa cing the  mos t e xpe ns ive

powe r tha t a  u tility would  ha ve  o the rwis e  ge ne ra te d  or purcha s e d,  a nd tha t th is  is  a  m a rke t price

mitiga tion tha t is  a  qua ntifia ble  be ne fit of re ne wa ble  ge ne ra tion.565

12

13

i. S ocie ta l Be ne fits

TAS C te rm s  be ne fits  from  rooftop s ola r tha t do not dire c tly im pa ct utility ra te s , but tha t a re

14 confe rre d on a ll c itize ns , a s  s ocie ta l be ne fits . The  be ne fits  tha t TAS C be lie ve s  s hould be  qua ntifie d

15 a re  wa te r sa vings , ca rbon re duction, a ir pollution re duction, a nd loca l e conomic be ne fits .

16 i.

17

18

Wa te r S a vings

TAS C a s s e rts  tha t a s  rooftop s ola r pe ne tra tion grows , the  utility re quire s  le s s  wa te r us e d for

gene ra tion cooling purposes , and tha t this  bene fit is  ea sy to a sce rta in.566

19 ii. Carbon Reduction

20 TASC contends that there is a social cost to carbon, and while it may be difficult to quantify,

21 raternaking is often about policy decisions.567 TASC's witness Mr. Beach chose a "mid-range real

22 discount rate of 3%" to calculate die long-term benefits and costs of carbon reduction attributable to

23 rooftop solar, calling it a "conservative assu1nption."568

24

25

26

27

28

562 TASC Br. at 8.
sea Id, referring to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 15.
5a TASC Br. at 10, citing to Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 9 and
p. 9 at note 16.
565 TASC Br. at 10, citing to Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 10.
566 TASC Br. at 11, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 20.
567 TASC Br. at 11-12.
56s Id at 12, citing to Exh. TASC-26, Direct Testimony ofTASC witness R. Thomas Beach, at Exhibit 2, p. 18.
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4
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6

7

Air Pollution Re duction

TASC asserts  tha t socie ty benefits  as  a  whole , especia lly in te rms of improved human health

when air pollutant emissions are lowered, because exposure to particulates causes asthma, respiratory

pollution reduction due  to rooftop solar exports  be  quantified using the  recently developed "health co

benefits  from reductions in crite ria  pollutants  tha t were  deve loped by the  EPA in conjunction with the

Clean Power Plan "570

8 Loca l Economic Benefits

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

TASC describes its  proposed category of local economic benefits as costs uniquely attributable

to rooftop s ola r, including ins ta lla tion la bor, pe rmitting, pe rmit fe e s , cus tome r a cquis ition, a nd

1narketing.571 TAS C diffe re ntia te s  the  loca l e conomic be ne fits  of rooftop s ola r from ce ntra lize d

ge ne ra tion, which it s ta te s  a re  m os tly not loca te d in the  a re a  whe re  powe r is  purcha s e d a nd us e d

j. Policy Considera tions  and Non-Moneta ry Benefits

TASC contends tha t there  are  many policy reasons for the  Commission to continue  promoting

rooftop sola r inves tment?" TASC contends  tha t while  the  policy cons ide ra tions  and non-mone ta ry

benefits  a re  difficult to quantify, they a re  desirable  for DG customers  and for socie ty as  a  whole , and

the re fore  a ny va lua tion fra me work the  Commis s ion us e s  s hould include  a  me a ns  for va luing or

accounting for them TASC outlines  such benefits  as  follows

New Capita l Investments

TASC asse rts  tha t each time  a  customer invests  in rooftop sola r, new capita l is  invested into

cle a n e ne rgy s ource s  a nd the  powe r infra s tructure

22

24

TASC Br. at 12, citing to Exp. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Endiibit 2,p. 18, n

27

TASC Br. at 12, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 18
TASC Br. at 12, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 20-21
ld.
TASC Br. at 13-14
Id at 14
TASC Br. at 13, citing to citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 31

iv.
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Future Technologies to Enhance Value of DG

TASC states that advanced smart inverters, battery storage, and more efficient DG photovoltaic

panels will enhance the value of solar, and make it contribute more to peak demand, grid reliability

and capacity.576 TASC asserts that a valuation methodology other than a long-term benefit cost analysis

as it and Vote Solar propose would "curtail the enhanced value of DG in the future "577

1 1

iii.  Compe tition

TASC asse rts  tha t rooftop sola r se rves  as  a  competitive  a lte rna tive  to power supplied by the

8 utility, tha t such compe tition will incre a se  with imple me nta tion of cus tome r-s ite d s tora ge , a nd tha t

9 cus tome r-s ite d s tora ge  ma y provide  a  ne w e le ctric s upply re s ource  with qua litie s  a nd re lia bility

10 comparable  to wha t the  utilitie s  currently provide

iv. High-Tech Synergies

TASC asserts  tha t promoting rooftop sola r a lso promotes  other energy saving measures  and1 2

13 c le a n  te chnolog ie s

1 4 v. S e lf-Re lia nce

TASC contends tha t rooftop solar a llows customers to be  more  independent and se lf-re liant in

16 the  procurement of ene rgy

17 4. Comments  on TASC's  Proposed Long-Term Avoided Cost Methodology

APS  is  critica l of the  use  of long-te rm, 20-30 ye a r fore ca s ts  of ove r 30 va ria ble s  to se t the

practice, the sheer munger of variables in the proposed long-term forecasts almost ensures inaccuracy

22 a nd tha t ma inta ining the  corre ctne s s  of the  re la tionship of the  nume rous  va ria ble s  to one  a nothe r

24

TASC Br. at 13, referring to Exh. Vote-Solar 1, Vote Solar-3, Direct Testimony of Vote Solar witness Curt Volkmann
at 9-11. Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 13-14, and Tr. at 1206 (APS witness
Ashley Brown)

TASC Br. at 13, citing to Tr. at 1969-1970 (TASC witness R. Thomas Beach)
TASC Br. at 13, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 3 I
TASC Br, at 13, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 32
TASC Br. at 14, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 32
APS Br. at 39. 41
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1 exponentially compounds the complexity and difficulty of making an accurate long-term forecast.582

2 APS states that the risk of using inaccurate forecasting to set an export rate would unacceptably fall

3 directly on non-DG customers, who would subsidize rooftop solar.583 APS asserts that if forecasts are

4 wrong, customers would have been paying rates dirt are not just and reasonable.584 APS points out that

5 TASC's witness Mr. Beach acknowledged that no state has used a long-term value of solar study to set

6 rates.585

7 APS responds to TASC's proposal to use a target percentage cost to serve rooftop solar

8 customers of 87 percent, by stating that for all customers, the target percentage cost to serve in a COSS

9 is 100 percent as a starting point.586 APS characterizes TASC's proposal as "putting a thumb on the

10 scale to arrive at a desired outcome."587 APS does not believe that prior policy decisions by the

l l Commission which have resulted in residential customers paying only 87 percent of the cost to serve

12 should be used as a factor favor rooftop solar customers, by having them start the COSS at 87

13 percent.588

14 APS contends that Vote Solar and TASC's proposals would misuse the concept of long-term

15 resource valuations to create a value that would perpetuate the subsidy inherent in net metering.589 APS

16 states that utilities use long-term evaluation methods to assess resource procurement decisions, but that

17 regulators do not use long-term evaluation methods to set rates. APS points out that neither TASC nor

18 Vote Solar proffered an example of rates actually being set using a long-term valuation of resources.59°

19 APS states that the Public Utilities Commission of Nevada ("PUCN") uses a forward-looldng marginal

20 cost of service study only as a guide in setting revenue requirements by class.59l APS asserts that the

21 PUCN's use of a iilture forecast for this limited purpose does not resemble in any way the long-term

22

23

24

25

26

27

28

see ld. at 40-41.

583 APS Br. at 42.
584 Id

5x5 APS Reply Br. at 6, citing to Tr. at 1932 (TASC witness R. Thomas Beach).
586 APS Br. at 13.
587 Id

58s ld

589 APS Br. at 28.
590 Id
591 APS Br. at 29, citing to Exh. APS-11 (Modified Final Order on Application of Nevada Power Co., PUCN Docket No.
15-07041 (Feb. 12, 20l6)("Nevada Order")) at 'H 83. »

85 DECISION no.

HI l Illlllll



DOCKET no. E-000001-14-0023

1 methodologies  proposed by Vote  Solar and TASC for va luing solar exports

APS  criticize s  TASC's  inclus ion of predicted socie ta l bene fits  in the  va lue  of sola r because

3 such externalities are  not included in the  utility cost of service , and in any event, grid-scale  and rooftop

4 s ola r ha ve  the  s a me  e ffe ct on ca rbon re duction AP S  note s  tha t TAS C's  witne s s  Mr. Be a ch

5 acknowledged both points.594 APS asserts that TASC's own study, which evaluated total rooftop solar

6 output ins tead of only export ene rgy, predicts  tha t south-facing rooftop sola r will cos t APS non-DG

7 cus tomers  17.9 cents per kph over the  next 20 years , while  providing only 15.5 cents  pe r kph in direct

8  be ne fits

9 AP S  a ls o criticize s  TAS C's  cos t/be ne fit me thodology, be ca us e  while  TAS C purports  to

10 es tablish the  va lue  of exported energy, Mr. Beach's  s tudy eva lua ted tota l rooftop sola r output ins tead

l l of exported ene rgy, despite  the  ava ilability of the  da ta .59" APS s ta te s  tha t its  own ana lys is  of sola r

12 rooftop e xport e ne rgy found tha t a t AP S 's  2015 pe a k of 7,000 MWs, rooftop sola r e ne rgy e xports

13 re a che d only 8.8 MWs, or 0.12 pe rce nt of supp1y.597 AP S  a rgue s  tha t if Mr. Be a ch ha d run his

14 cost/benefit test using capacity va lues for rooftop solar exports  instead of a ll production, he  would have

15 conclude d tha t e xporte d e ne rgy fa ils  a ny cos t/be ne fit me a sure  by a  wide  ma rgin."" Whe n AP S 's

16 witne ss  Mr. Albe rt reproduced Mr. Beach's  s tudy us ing the  capacity va lue s  of rooftop sola r exports

17 res identia l rooftop sola r fa iled three  of the  four te s ts , leading Mr. Albe rt to conclude  tha t rooftop sola r

18 exports are  not a  cost-effective resource for anyone other than the rooftop solar customer

b .  TEP /UNS E

20 TEP/UNSE disagree with any proposal to include a  levelized value of potentia l, yet speculative

21 future  benefits  in the  va lue  of s01ar.600 They contend tha t such a  methodology would unnecessarily

22

24

26

28

APS Br. at 29
APS Br. at 43
Id, citing to Tr. at 1966-1967 (TASC witness R. Thomas Beach)
APS Br. at 43-44, referring to Exh. TASC-26 (Direct Testimony of TASC witness R. ThomasBeach) at Exhibit 2, pp

22-23, and Tr. at 1971 (TASC witness R. Theme Beach)
APS Br. at 43-44, citing to Tr. at 1945 (TASC witness R. Thomas Beach)
APS Br. at 44, citing to APS-6 (Rebuttal Testimony of APS witness Bradley Albert) at 12-14
APS Br. at 44
APS-6 (Rebuttal Testimony of APS witness Bradley Albert) at 19, and at 20, Figure 6 (showing substitutions made to

Table ll appearing in Exh. TASC 26 (Direct Testimony of TASC witness R. Thomas Beach), Exhibit 2 at 22.)
TEP/UNSE Br. gt 15; TEP/UNSE Reply Br. at 3
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1

2

3

4

5

6

contend that non-DG customers should not pay more for DG export energy than a  comparable  market-

Proxy rate.602

TEP /UNS E dis a gre e  with including a  le ve lize d va lue  of pote ntia l, ye t s pe cula tive , future

benefits  in the  va lue  of sola r.603 TEP/UNSE are  critica l of Me proposed long-te rm leve lized va lue  of

be ne fits  me thodology for its  fa ilure  to a cknowle dge  the  impa ct of the  inte rmitte nt na ture  of sola r

7

8 that the proposed long-term levelized value of benefits methodology would result in payments for

9 rooftop solar exports that exceed its value to the utilities, and to the ratepayers. TEP/UNSE contend

10 that because rooftop solar customers are under no contractual or other commitment to provide certain

11

12

13

amounts of energy or capacity, die value of rooftop solar exports are similar to "as available" energy

provided by QFs under PURPA and related FERC regulation, and the existence of rooftop solar DG

results in no long-term avoided costs.6°5 TEP/UNSE argue that because the exports have no value

14 beyond the  utilities ' short-term avoided cost of energy, under PURPA, a  market-based proxy can sa tisfy

15 the avoided cost payment standard.606

16 TEP/UNSE state  that PURPA requires a  market-based proxy to be comparable  in nature  to the

17

18 to rooftop DG, because it possesses similar renewable resource characteristics, as defined by the REST

19 Rules,608 and it is  actually a  superior resource from an operational perspective.609

20

21

c. GCSECA

GCSECA opposes any proposal to establish a value of DG methodology based on long-term

22

23

24

25

26

27

28

601 TEP/UNSE Reply Br. at 3.
602 Id at 4.
603 TEP/UNSE Br. at 15.
604 TEP/UNSE Reply Br. at 4.
605 Id

606 Id
607 Id, citing to Southern California Edison Company, 133 FERC1161,059 at Para. 29 (IssuedOctober 21, 2010).
608 TEP/UNSE argue that FERC ha clarified that setting a utility's avoided cost under PURPA based on all sources able to
sell to the utility means that "where a state requires a utility to procure a certain percentage of energy from generators with
certain characteristics, generators with those characteristics constitute the sources that are relevant to the determination of
the utility' s avoidedcost for thatprocurement requirement." TEP/UNSE Reply Br. at 4, citingto Southern California Edison
Company at Para. 29.
609 TEP/UNSE Reply Br. at 4.
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1

2

3

4

5

6

8

9

10

11

12

13

fore ca s ts  s uch a s  tha t propos e d by TAs c.610 G CS ECA a ls o  be lie ve s  tha t TAS C's  m a rg ina l cos t

a na lyse s  should be  re je cte d be ca use  the y would re quire  a dditiona l da ta  ga the ring, a na lys is , a nd re vie w

tha t would impos e  e conomic a nd ope ra tiona l ha rds hips  on the  Coope ra tive s ."

GCS ECA conte nds  tha t the re  is  ove rwhe lm ing e vide nce  in  this  docke t de m ons tra ting tha t the  DG-

caused cos t shift is  re a l, and demonstra ting the  cos t-shift's  inequitable  impact on non-DG cus tomers .6'3

7 GCS ECA dis a gre e s  with TAS C's  pos ition tha t no cos t s hift e xis ts  be ca us e  while  non-DG cus tome rs

ma y ove rpa y in the  s hort te mp, DG is  e xpe cte d to produce  a  long-te rm be ne fit "ove r time ," a nd tha t

ha ving cus tome rs  "live  with" the  cos t shift is  jus tifia ble  due  to future  socie ta l be ne fits .6l4

GCS ECA s ta te s  tha t unde r a  ra te  de s ign tha t re cove rs  a  ma jor portion of a  utility's  fixe d cos ts

through the  va ria ble  ra te ,  u tilitie s  unde r-re cove r the ir fixe d cos ts  from  DG cus tom e rs  due  to  the ir

s ignifica nt re duction in usa ge , a nd a s  a  re sult, non-DG cus tome rs  a re  force d to pa y more  tha n the ir fa ir

sha re  of those  fixe d cos ts .615 GCS ECA a sse rts  tha t two of its  me mbe rs  ha ve  de mons tra te d more  tha n

14 $1 million in a nnua l los t fixe d cos ts  ca use d by DG, a nd tha t this  is  a  subs ta ntia l unde r-re cove ry for a

15 rura l dis tribution coope ra tive .616 GCS ECA conte nds  tha t the  cos t shift is  e xa ce rba te d by the  curre nt

16 ne t me te ring policy, a nd tha t the  cos t shift is  a  la rge r proble m for the  Coope ra tive s , due  to the ir rura l

17 loca tion, which necess ita te s  a  highe r leve l of plant inves tment pe r cus tomer, and due  to the ir sma ll s ize ,

18 which me a ns  the re  a re  fe we r cus tome rs  to a bsorb the  subs idie s  cre a te d by DG."

19

20

d . IBEW Loca ls

The IBEW Locals assert that the  additional jobs that the  solar advocates cla im to be  created by

21 the  rooftop solar industry a re  temporary and low-paying, and are  counteracted by the  long-run/legacy

22

23

24

25

26

27

28

610 GCSECA Br. at 5.
611 GCSECA Br. at 5, fn. 5.
612 GCSECA Br. at 5-6.
613 ld at 6.
614 Id, referring to Tr. at 1912-1913, 1923-1924 (TASC witness R. Thomas Beach).
615 GCSECA Br. at 5-6, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 3-5, Exh.
APS-1, Direct Testimony of APS witness Leland Snook, at21-22, Exp. TEP-1, Direct Testimony of TEP witness Carmine
Tillman, at 3-4, Exh. AIC-1, Direct Testimony of AIC witrless Michael O'Sheasy, at 9-10, Exh. RUCO-2, Direct
Testimony of RUCO witness Lon Huber, at 10, and Tr. at 1335-1337 (Staff witness Howard Solganick).
616 GCSECA Br. at 5-6, citing to Exp. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 6-8.
617GCSECA Br. at 5-6, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 8-10, 12-13.
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2

3

4

1 effects of lost gross state product and lost jobs caused by subsidizing rooftop s01ar.618

The IBEW Locals contend that solar advocates are "attempting to meld into die Corporation

Commission' s ratemaddng process intangible, unmeasurable, and many uncertain benefits (which result

in the subsidization of rooftop solar companies) for the purpose of gaining preferential market

They contend that protecting rooftop solar companies from what their advocates term

"a total decimation of their business" has no place in ratemaking, and that the proper venue for

addressing such concerns is the Arizona legislature.620

5

6

7

treatm¢nt.=»619

8

9 is  "illogica I, nons e ns ica l, a nd impos s ible

The IBEW Locals assert that the proposal to analyze benefits over a20 year or more time period

.. a task bordering on alchemy." 621 They assert that the

10

11

12

13

14

only ne a r-ce rta in pre diction a bout the  ne xt two de ca de s  is  tha t rooftop sola r will cha nge  dra ma tica lly

be ca us e  innova tion is  e ve rywhe re , a nd point to the  e volution the  te le communica tions  indus try a s  a n

e xa mple . 622 The  IBEW Loca ls  a lso point out tha t fore ca s ting hypodie tica l a nd unme a sura ble  be ne fits

a nd cos ts  20 ye a rs  or m ore  in to  the  fu ture  is  im pos s ible ,  be ca us e  it trigge rs  a n  infin ite  inquiry of

poss ible  va riable s , with endle ss  laye rs  of potentia l cos ts  and bene fits . 623

15

16

17

18

19

e .  AIC

AIC conte nds  tha t the  Commiss ion should not a dopt a  be ne fit/cos t me thodology to compe nsa te

rooftop  s o la r e xports ,  be ca us e  the re  a re  too  m a ny s ubje c tive  va ria b le s  tha t ca n  s ke w the  va lue

ca lcula tion.624 AIC s ta te s  tha t TAS C's  position tha t DG systems should not be  examined a s  a  "snapshot

in tim e ," ignore s  Arizona 's  ra te m a king re quire m e nts ,  which re quire  ra te s  to  be  s e t ba s e d on cos ts

20 incurred during a single historical test year, adjusted for known and measurable changes.625 AIC argues

21 that forecasting dozens of variables over two decades or more runs counter to these requirements, and

22 places the risk of inaccurate forecasts on non-DG customers.626 AIC contends that the analysis TASC

23

24

25

26

27

28

618 IBEW Local Br. at 6-7, citing to Exh. IBEW-2, Rebuttal Testimony of IBEW Locals witness Scott Northrup, at 5-6, and
Tr. at 1726 (Vote Solar witness Briana Kobor).
619 IBEW Locals Reply Br. at 2.
620 Id at 3.
621 Id
622 Id
623 IBEW Locals Reply Br. at 4.
624 AIC Br. at 17, AIC Reply Br. at 6.
625 AIC Reply Br. at 6.
626 Id at 7.
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1 presented demonstrates the dangers of misapplication of a long-term forecasting method, by its failure

2 to factor in grid-scale solar, which could provide the same benefits as rooftop solar at a significantly

3 lower cost.627 AIC asserts that this failure violates one of the most basic principles of electric utility

4 resource planning, which is to identify Me least cost manner of meeting an identified resource need.628

5 AIC also pointed to the error in the study addressed by APS, above, as demonstrating how errors in

6 application of a long-term forecast methodology can result in dramatically inflated values.629

7 AIC disagrees with TASC's claim that its proposed methodology is "commensurate with the

8 way utilities evaluate the cost-effectiveness of their own supply-side utility rate base additions."63°

9 AIC asserts that dies claim misrepresents how utilities make resource decisions, and ignores the fact

10 that DSM, EE, and IP valuation methods do not determine the monetary value of options, but instead

ll evaluate how various.options compare to each other and choose which should be pursued.631 AIC

12 states that the long-term valuation analyses used by utilities determine neidaer the monetary value

13 assigned to the program being analyzed, nor the rate treatment it should be afforded, and they should

14 not be used to value rooftop solar exports.632 AIC asserts that the compensation that a rooftop solar

15 customer receives for exported energy should be based on verifiable data, and that neither a cost-benefit

16 analysis nor a societal cost test is appropriate for use as a methodology for assigning a value to rooftop

17 solar exports.633

18 AIC argues that despite TASC's attempts to differentiate rooftop solar from grid-scale solar,

19 the two products are much more alike than they are different, which makes using grid-scale solar as a

20 proxy for rooftop solar exports a reasonable (if not preferable to AIC) alternative to basing the export

21 energy rate on avoided cost.634

22 AIC is critical of TASC's argument that rooftop solar should gamer a higher price than grid-

23 scale solar because it can only be sold to one buyer, and claims that the converse is actually true,

24

25

26

27

28

627 AIC Br. a t 16, citing to Tr. a t 363 (APS witness  Bradly Albert).
628 Id

629 AIC Br. at 16-17.
630 AIC Reply Br. a t 8, citing to TASC Br. a t I.
631 AIC Reply Br. a t 8.
632 Id

633 AIC Reply Br. at 7, 8.
634 Id at 11.
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1 because basic economics dictates a lower price for rooftop solar exports because they are guaranteed a

2 rnarket.635

3

4

5

6

7

8

9

1 0

11

12

13

AIC contends that TASC's claim that rooftop solar exports are a retail product Mat should be

compensated at a retail rather than a wholesale rate, based on the premise that rooftop solar exports

have been "delivered to load" are unfounded.636 AIC asserts that exports are delivered to the utility,

who in tum resell die energy to their retail customers, rendering the exported energy "the quintessential

wholesale product."637

AIC responds that relying on a TOU rate does not solve the rate design problem because

approximately 70 percent of a customer's costs are fixed, or vary only with a customer's demand, and

an energy-only price, or even a TOU price, will never accurately reflect the cost of providing service.638

In regard to minimum bills, AIC argues that they still distort customer price signals, because they can

overcharge high use customers and undercharge low use customers, and cannot be designed in a way

that is reasonable, fair, and effective.639

f. RUCO

15 For the sake of simplicity and sound ratemaking, RUCO believes some factors need to be

16 limited or excluded from a valuation methodology, and recommends that the benefits and costs

1 4

1 7

18

1 9

20

2 1

22

associated with macroeconomic impacts should be excluded.64° RUCO states that while it "does not

deny that there are costs and benefits associated with economic impacts, it would be very difficult, if

not impos s ible  to qua ntify the s e  e conomic impa cts ."641 For the  s a me  re a s ons , RUCO be lie ve s  tha t

be ne fits  s uch a s  grid s e curity s hould not be  include d.642 RUCO a s s e rts  tha t TAS C provide d no

e vide nce  re ga rding the  s ize  of the  propos e d grid  s e curity be ne fit,  a nd did not de m ons tra te  how a

va lua tion could be  quantified.643

23

24

25

26

27

28

635 ld. at 10.
636 Id

637 Id, citing to Exh. APS-6, Rebuttal Testimony of APS witness Bradley Albert, at 8.
638 AIC Br. at 9, citing to Exh. APS-2, Rebuttal Testimony of APS witness Leland Snook, at 8.
639 AIC Br. at 9, citing to AIC-2, Rebuttal Testimony of AIC witness Michael O'Sheasy, at 5, and Exh. APS-2, Rebuttal
Testimony of APS witness Leland Snook, at 8.
640 RUCO Reply Br. at 8.
641Id.
642 Id

643 Id
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1

2

g. Staff

In response to TASC's position that the Commission must balance the perspectives of all

stakeholders, including rooftop solar customers, non-DG customers, die utility, the electric grid, and

society as a whole, Staff responds that the costs and benefits from rooftop solar can be considered from
3

4
5 m a ny d iffe re n t pe rs pe c tive s ,  inc lud ing  the  DG  c us tom e r,  non -DG  c us tom e rs ,  the  u tility,  u tility

6 s ha re holde rs ,  s o la r ve ndors ,  a nd  re gula tors ,  a ll o f whom  ha ve  d iffe re n t pe rs pe c tive s  a nd  va lue

7 propos itions .644 S ta ff be lie ve s  tha t it is  importa nt to cons ide r va lue  from the  pe rspe ctive  of a ll utility

8

9

10

1 1

12

1 3

1 4

1 5

1 6

1 7

18

19

20

cugt0mets_645

Staff prefers a short-term avoided cost methodology as opposed to a long-term one, as proposed

by TASC. Staff suggests that if a long-term avoided cost methodology is undertaken, it should be done

"with great care because of the potential for overpayment," and Staff agrees with RUCO that a long-

term avoided cost approach should use only easily quantifiable long-term costs and benefits.646 Staff

states drat more frequent updates would lessen the risk of overpayment by non-DG customers.('47

As set forth above in Staff"s response to Vote Solar's proposed methodology, Staff does not

oppose the addition of costs/benefits to its avoided cost analysis, so that it encompasses all of the well-

recognized costs and benefits that have evolved over time, but dirt Staff is likely to recommend

exclusion of benefits that are already recognized in the IP process, economic benefits due to the

difficulty in quantifying them, and grid security benefits unless they can be demonstrated.648

In regard to TASC's recommendation that the Commission evaluate the costs and benefits of

DG using the same cost-effectiveness framework used for all demand-side resources, including EE and

demand response, Staff notes that the Commission's EE and DR rules require utilities to use the
21

22

23

24

25

26

27

28

644 StafTBr. at it.
645 Id.

646 Staff Br. at 9, citing to Exp. Staff-3, Rebuttal Testimony of Staff witness Howard Solganiek, at 13, and Exh. Staff-3,

Rebuttal Testimony of Staff witness Howard Solganick, at 13.

647 Staff Br. at 9.

as Staff Reply Br. at 3.
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1

2

3

4

Societal Test,649 and states that rooftop solar is not currently subject to this test.650 Staff asserts that

the parties have presented enough evidence differentiating rooftop solar from DSM and EE that if die

Commission deems it appropriate to consider the cost-effectiveness of rooftop solar, either die Societal

Test or a different test could be used to do s0.651

5 5. TASC's Responses to Comments on its  Proposed Long-Term Avoided Cost Methodology

6

7

8

9

1 0

TASC dismisses claims dirt forecasting creates risks for non-DG customers, asserting that there

are many variables in the ratemaldng process, and that rate cases exist to protect against inaccurate

forecasts.652 TASC argues that developing levelized costs and benefits for rooftop solar on a utility's

system over 20 or more years "enables DG to be treated like a resource and evaluated in the same way

that utilities consider the acquisition of other long-term resources."653

11 TASC asserts that adoption of its proposed methodology would allow future rate cases to

1 2

13

1 4

649 Staff Br. at 12-13, referring to A.A.C. R14-2-2512(B). R14-2-2512 provides as follows:
Cost-effectiveness.
A. An affected utility shall ensure that the incremental benefits to society of the affected utility's overall
group of DSM programs exceed the incremental costs to society of the overall group of DSM programs.

1 5 B. The Societal Test shall be used to determine cost-effectiveness .

1 6

1 7

1 8

C. The analysis of a DSM program's or DSM measure's cost-effectiveness may include:
1. Costs and benefits associated with reliability, improved system operations, environmental impacts, and
customer service,
2. Savings of both gas and electricity, and
3. Any uncertainty about future streams of costs or benefits.

1 9

20

2 1

D. An affected utility shall make a good faith effort to quantify water consumption savings and air
emission reductions resulting from implementation of DSM programs, while other environmental costs
or the value of environmental improvements shall be estimated in physical terms when practical but may
be expressed qualitatively. An affected utility, Staff; or any party may propose monetized benefits and
costs if supported by appropriate documentation or analyses.

22 E. Market transformation programs shall be analyzed for cost effectiveness by measuring market elects
compared tO program costs.

23
F. Educational programs shall be analyzed for cost-effectiveness based on estimated energy and peak
demand savings resulting from increased awareness about energy use and opportunities for saving energy .

24

25
G. Research and development and pilot programs are not required to demonstrate cost-effectiveness.

26

27

28

H. An affected utility's low-income customer program portfolio shall be cost-effective, but costs
attributable to necessary health and safety measures shall not be used in the calculation.

650 Staff Br. at 12-13.
651 ld. at 13.
652 Vote Solar Reply Br. at 7-8.
653 TASC Reply Br. at 7, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 18.
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2

3

4

5

6

7

inc lude  dis cus s ion, a rgume nt, a na lys is , a nd va lua tion of d ie  be ne fits  of rooftop s ola r, but tha t in

contra s t, the  utilitie s  a re  a rguing tha t thos e  be ne fits  s hould be  ignore d, a s s ume d a wa y, or othe rwis e

in  th is  p roc e e d ing  s te m Hom the  th re a t o f c ompe tition  from rooftop  s o la r,  a nd  a rgue s  tha t the

combina tion of propos a ls  AP S  ha s  ma de  in this  proce e ding a re  a ime d a t prote cting AP S 's  inte re s ts  by

re que s ting a pprova l of polic ie s  tha t would re s ult in  AP S 's  cus tome rs  ha ving no a lte rna tive  but to

purcha s e  a ll the ir e le ctric ne e ds  from AP S .655 TAS C conte nds  tha t its  propos e d Long-Te rm Avoide d

8 ~Cost methodology permits a full examination of benefits in order to ensure that an honest value

9 assessment of rooftop solar takes.place.656

10

11

TASC contends that DG technology has evolved, and will continue to evolve in new ways as

long as customers are allowed to benefit from investment in clean technologies such as DG solar.657

12

13

TASC states that the utilities, current and potential DG customers, and society as a whole have a stake

in the outcome of this docket.'58

1 4

15

E . . R U C O

1. Ove rvie w

16

1 7

18

RUCO recommends that the Commission adopt a 20 year long-term, but conservative (duets

future uncertainties), avoided cost methodology that considers both the long-term costs and benefits of

rooftop solar, but which does not include hard-to-determine and de rninimus cost/benefit categories,

19

20

2 1

22

23

24

25

26

27

28

654 TASC Reply Br. at 4.

655 Id at 19.

656 Id at 20.
657 TASC Reply Br. at 25-26.
ass Id
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7

8

9

and does not include controversial economic and societal cost/benefit categories.'59 RUCO believes

that intangible benefits should be considered as a policy matter, and not for purposes of ratemaldng.66°

RUCO asserts that its focus is on the value that non-DG residential customers (approximately

97 percent of customers) receive from DG, over a reasonable time period.661 RUCO states that as a

general principle, ratepayers should pay their cost for the service -ho more and no 1ess.662 RUCO

states that it recognizes the Commission's need to factor policy elements in its consideration of fair

and reasonable rates, but that subsidies such as net metering were never meant to last forever.663 RUCO

chides the solar industry as being "more interested in attacking any proposed solution, while offering

little if any reasonable solutions on their own."664

1 0

1 1

2. Key De ta ils  of RUCO's  Pre fe rred Ana lys is  Framework

RUCO recommends that costs  and benefits  of DG solar be  ca lcula ted as follows;

1 2 A11 DG solar generation is included (both exports and self-consumption) ;

13
b.

1 4

Costs and benefits are calculated as levelized values over 20 years of DG energy
production,

15 The  me da odology s hould only include  cos ts  a nd be ne fits  tha t a re  e a s ily
quantified and focus on categories that are related to the energy system, and

1 6

17

1 8

Benefits  or costs that are  more indirect or speculative  in nature  (e .g., secondary
economic impacts) should be  considered qua lita tive ly, but not be  ca lcula ted in
the value methodology.665

1 9

20

2 1

22

23

24

25

26

27

28

659 RUCO Br. at 2, citing to Tr. at 2154 (RUCO witness Lon Huber), RUCO Reply Br. at l, 6, See Exh. RUCO-2, Direct
Testimony of RUCO witness Lon Huber, at 5, 13, 17-23. In its Initial Brief, RUCO describes in a cursory manner a
"Renewable Portfolio Standard ("RPS") Bill Credit Option" that would decrease rooftop solar compensation over time
based on REST compliance, and which RUCO states that it described in RUCO's Reply Brief filed in Docket No. E-
04204A-15-0142 (UNSE Rate Case). RUCO Br. at 8. RUCO states that the methodology "could be viewed in this docket
as a 'template' or potential methodology for both the consideration in valuing solar, and the implementation of the value of
solar." RUCO Br. at 10. Unfortunately, RUCO filed no testimony in this proceeding regarding the methodology, and as
such it was not subject to discovery or cross examination. RUCO did not mention it or recommend its adoption in its Reply
Brief
660 RUCO Br. at 4, citing to Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 5. RUCO set forth in
testimony a list of key inputs and assumptions for calculating benefits. See Exh. RUCO-2, Direct Testimony of RUCO
witness Lon Huber, at 20-21. However, RUCO's most recent recommendation supports either of the methodologies Staff
proposes for adoption in this proceeding, in conjunction with RUCO's Proposed Market Fixed Contract and Step-Down
Mechanism, discussed below. See RUCO's June 22, 2016 Responsive Comments.
"I RUCO Br. at 2. Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 13-14.
662 RUCO Br. at 6.
663 Id at 7.
664 Id
665 Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 13.

a.

c.

d.

95 DECISION no.



DOCKET no. E-00000J -14-0023

1

2

3

4

5

6

RUCO asserts that in calculating the costs of rooftop solar, the utility's lost revenues and

incremental utility system costs (integration costs, administration costs, etc.) should be considered, and

that die most important cost assumption to be considered is "the change of revenue collected by the

utility from the customer before and after the customer installs a DG system," which can be calculated

"by looldng at the average customer's contribution to fixed cost revenue compared to the DG

adopter."666

7 3. RUCO's Market Fixed _Contract and Step-Down Mechanism Proposal

Parties were invited to make responsive filings on June 22, 2016, and RUCO made a  one-page

9 filing describing its  Marke t Fixed Contract and S tep-Down Mechanism proposa l, which merges  e ithe r

10 Of S ta flf's  propose d me thodologie s  with RUCO's  propose d Ma rke t Fixe d Contra ct for rooftop sola r

l l adopters.667 Under RUCO's Market Fixed Contract proposal, a  solar adopter would be offered a  fixed

12 price , 20 ye a r contra ct tha t could e ithe r be  a pplie d to a ll its  production, or only to its  e xports , a t the

13 customer's  choice .668 In its  filing, RUCO sta tes that die  credit ra te  for the  Market Fixed Contract would

14 be  ba s e d on a  ra te  de te rmine d by e ithe r S ta ff's  P ropos e d Avoide d Cos t me thodology or S ta ff' s

15 P roposed Resource  Comparison Proxy me thodology.669 (On brie f, RUCO re comme nds  tha t the

16 Commiss ion use  a  conse rva tive  long-te rm va lua tion me thodology to ide ntify a  le ve lize d va lue , a nd

18 As more  rooftop sola r cus tomers  inte rconnect, the  credit ra te  would drop in a  predictable  and gradua l

19 manner, which RUCO asse rts  is  a  process  identica l to the  way the  Commiss ion adminis te red up-front

20 ince ntive s  ("UFIs") for rooftop sola r ins ta lla tions  in die  pa S t.671 RUCO a sse rts  tha t the  proce ss  of

21 applying s tep-down schedules  to the  initia lly-established ra te , and predictably and gradua lly lowering

22 'the  ra te , a s  marke t uptake  increases  and the  cos t of sola r declines , will a llow sola r to "become a  ne t

23 benefit to a ll ra tepayers  - DG and non-DG customers  a like ."672

24

8

25

26

27

28

see RUCO Br. at 11, citing to Exh. RUCO-2, Direct Testimony ofRUCO witness Lon Huber, at 14
667 RUCO's June 22, 2016 Responsive Comments.
668 Id

669 Id
670 RUCO Br. at 10-11, citing to Tr. at 1483 (RUCO witness Lon Huber). RUCO notes that this recommendation "mirrors
RUCO's RPS proposal." RUCO Br. at 11, 'h..4.
671 RUCO's June 22, 2016 Responsive Comments.
672 RUCO Br. at 11. See also RUCO Reply Br. at 6.
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RUCO contends tha t an approach which locks in solar va lue  a t a  s ingle  point in time, and fa ils

to conside r rapidly changing sola r technology over time , would only be  re levant for a  short pe riod of

time.673 RUCO contends that regardless of the long-term valuation methodology, a declining step down

mechanism should be  implemented tha t can be  easily adjusted based on loca tions va lue , technology

advances , REST compliance , and sola r cost trends .674 RUCO asserts  tha t its  approach is  the  leas t

difficult to administer, and would provide  rooftop solar customers M81 ra te  s tability.675

7 4. Valua tion/Compensa tion of Se lf-Consumption

RUCO acknowledges  the  agreement by a ll other pa rtie s  tha t the  va lue  of sola r methodology

9 tha t emerges from this  docket should concern only rooftop sola r exports .676 However, RUCO asserts

8

10 dirt re ga rdle s s  of the  va lua tion me thodology a dopte d, the  Commiss ion should a llow the  re sulting

11 compensation to be applied to self-consumed rooftop solar or rooftop solar exports, as the Commission

12

13

14

15

16

sees fit in future  individual ra te  cases.677 RUCO contends that analyzing only exports  will undervalue

solar, as solar energy consumed on-site  provides energy and capacity benefits, and there  is "no sound

e conomic or te chnica l jus tifica tion to va lue  the m s e pa ra te ly."678 RUCO cla ims  tha t limiting

compensa tion to rooftop sola r exports  would (1) limit actionable  da ta  to Commissioners , (2) not he lp

with ra te  design issues , (2) confuse  customers  by trea ting se lf-consumption diffe rently from exports ,

17 (3) cre a te  two comple x re gula tory pa thwa ys  to a djus t s ola r compe ns a tion, a nd (4) could s e nd

18 potentia lly troubling price  s igna ls  (such a s  if the  re ta il ra te  is  lower than the  export ra te ).679 RUCO

19 a s s e rts  tha t s e lf-cons umption is  "cle a rly a  pa rt of ra te  de s ign - ha lf of it in  fa ct" a nd tha t the

20

21

Commiss ion should a ddre ss  both se lf-consumption a nd the  e xport ra te  in this  docke t.680 RUCO

contends  tha t "[s]ure ly the re  a re  costs  and benefits  to the  non-sola r ra tepayer as  well a s  the  utilitie s

22

23

24

25

26

27

28

673 RUCO Br. at 10.

674 RUCO Reply Br. at 2.

675 Id at 8.

676 Id at 4.
677 RUCO Reply Br. at 1, Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 13. RUCO also states that

"customers can simply elect to be compensated for either their entire solar production or just their exports, at the credit rate

set in this proceeding." RUCO Reply Br. at 5.

678 RUCO Br. at 4-5, 6.

679 RUCO Reply Br. at 2.

6s0 Id at 2-3.
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.. the solar customer who produces and uses his own

2 generation can reduce or increase overall demand on the system."68'

5. Comments on RUCO's Proposals

a .  A P S

1 related to the solar customers' self-consumption

3

4

5 APS states that it cannot support RUCO's proposal to value total rooftop solar production at a

6 calculated long-term value.682 While recognizing that RUCO does not advocate a continuation of net

7 metering, APS views the proposal as flawed because it relies on a 20 year long-term forecast. APS

8 contends that the weight of the ev idence in this proceeding shows that long range forecasts are

9 unproven and unreliable, and that rates set using a long-term forecast cannot be just and reasonable.683

10 APS states dirt it does not oppose the concept, outlined in RUCO's Initial Brief, of starting at one value

l l and stepping down over time base on pre-determined events, but that RUCO did not offer sufficient

12 details to assess its proposal or to evaluate the impact it would have on customers.684 APS b.elieves it

13 would be unwise to postpone a determination on the details due to the litigation that would likely ensue,

14 but notes that StamPs Resource Comparison Proxy methodology, which APS could support,

15 incorporates a built in method for downward adj ustments that appears to capture the intent of RUCO's

16 intent.685

17 b .  TE P /UNS E

18 TEP /UNS E a gre e  with RUCO's  s ta te me nt tha t the  mos t importa nt cos t a s s umption tha t the

19 Commis s ion ne e ds  to  cons ide r is  d ie  cha nge  of re ve nue  colle c te d by the  utility from a  cus tome r

20 following its  ins ta lla tion  of a  DG s ys te m.686 TE P fUNS E  po in t ou t tha t th is  is  in fo rma tion  tha t

2 1 S TEP /UNS E's  cos t s tudie s  provide d.687 TEP /UNS E a re  conce rne d with "the  comple xity of RUCO's

22 IRP S  propos a l, the  cha lle nge  of s e tting initia l pa ra me te rs , the  glide  pa ds  for re ducing the  va lue  of DG,

23 the  pote ntia l us e  of le ve lize d va lue s  to a pproxima te  future  be ne fits , a nd a  va rie ty of othe r fa ctors  tha t

24

25

26

27

28

681 Id a t 5.
682 AP S  Br. a t 50.
683  Id  a t49-51 .

684 Id a t 9-10.

as s  Id a t 10.
s e e  TEP /UNS E R e ply Br.a t 4 -5 .

687 Id

98 DE CIS ION NO.

ll



DOCKET no. E-000001-14-0023

1 unde rlie  the  proposa l v688 TEP /UNS E s ta te  tha t it is  uncle a r whe the r those  e le me nts  would be

2 determined on a  utility by utility basis in ra te  cases or other proceedings, or whether an additional phase

3 of this  ge ne ric proce e ding would be  re quire d to de ve lop a  te mpla te  to a pply to a ll utilitie s

4 TEP/UNSE point to an additional challenge  as  well, and tha t is  RUCO' s  intention to provide  "a  window

5 of time for solar companies Tobe profitable with the subsidy 77690 TEP/UNSE point out that there is no

6 evidence in the  record regarding the  deta ils  of solar company business models that could a llow such an

7 assessment

8 c. GCSECA

9 GCSECA opposes any proposal to establish a value of DG methodology based on long-term

10 forecasts such as that proposed by RUCO

11

12 AIC agrees with RUCO that the current retail net metering policy was enacted to spur the

13 deployment of rooftop solar in order to help the utilities meet REST requirements, and was designed

14 and intended to terminate when the market became competitive and could survive on its own

15 AIC opposes RUCO's proposal because it is not based on historic costs, and because it would

16 require long-term forecasting ofbenefits.694 AIC is critical of beginning compensation of rooftop solar

17 exports at or near the retail rate, asserting that the retail rate has no evidentiary correlation to the actual

18 cost savings attributable to the energy produced.695 AIC is also critical of the second step in RUCO's

19 proposal, to decrease the compensation level over time based on the utilities' REST compliance

20 because this would require long-term forecasting and analysis, which AIC asserts is always wrong

21 AIC contends that using subjective benefits to calculate the value of solar exports, instead of using

22 evidence-based costs, means that the rate will never be correct, and therefore cannot be just and

TEP/UNSE Reply Br. at 5
Id
Id, citing to RUCO Br. at 8
TEP/UNSE Reply Br. at 5
GCSECA Br. at 5
AIC Reply Br. at 3, citing to RUCO Br. at 7
AIC Reply Br. at 9
Id
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1

2

3

rea sonable .'97 AIC is  conce rned tha t RUCO's  proposa l to offe r a  sola r adopte r a  fixed 20 contract

would inevitably ove rcompensa te  rooftop sola r cus tomers  for bene fits  they will not actua lly bring to

the system over the term of the  20 year contract

AIC reasserts  its  position that if the  Commission wants to continue to bolster the  solar indus

it should do so in a  way tha t clearly le ts  customers  know what they a re  paying for, and not by placing

the  subs idy in an a rtificia lly infla ted "va lue  of sola r" ra te

e . Vote  S ola r

Vote  Sola r asse rts  tha t the  RUCO "step-dovvn" methodology would only add to the  problems

9 of a  utility-scale  approach.700 Vote  Solar asserts  that it is  not a  method for valuing rooftop solar exports

10 but a  method for reducing the  compensa tion for sola r exports  without any a ttempt to actua lly va lue  the

l l

12 s tage  of its  proposed methodology, noting tha t RUCO has proposed three  different s ta rting points  from

13 which to begin the step-down process: utility-scale  solar prices, an avoided cost calculation, and current

14 re ta il prices .702 Vote  Sola r cla ims tha t us ing any methodology othe r than a  full long-te rm benefit and

15 cos t ana lys is  to se t an initia l va lue  of rooftop sola r is  unreasonable , because  it would not re flect the

16 actual value of the resource, and that RUCO's proposal to decrease a value set by any other means over

18 rooftop sola r does in fact decline  over time, the  ana lysis  should re flect tha t, but Vote  Solar opposes  an

19 a rbitra ry de cline  ba s e d on policy cons ide ra tions  dirt a re  divorce d from the  a ctua l va lue  of the

20 re s ource Vote  Solar charges that this  approach inappropria te ly fa ils  to separate  the  issues of value

21 of rooftop solar and the  compensation paid for exports, and that the  value of solar methodology should

22 not be  compromised or skewed to re flect a  party's  view of the  appropria te  compensa tion ra te

23 Vote  Solar contends tha t even if the  Commission were  to address compensation issues in this

24

5

6

28

AIC Br. at 17, AIC Reply Br. at 8
AIC Br. at 18
AIC Reply Br. at 9
Vote Solar Br. at 33. 34
Vote Solar Reply Br. at 17-18
l d
Vote Solar Br. at 33, 34, Vote Solar Reply Br. at 18
Vote Solar Br. at 33, Vote Solar Reply Br. at 18
Vote Solar Br. at 33-34
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1 proceeding, the  RPS Bill Credit option RUCO re fe rred to in its  Initia l Closing Brie f is  se riously flawed

'2 because  it is  a  buy-a ll, se ll a ll a rrangement, unde r which the  utility would purchase  a ll of the  rooftop

3 sola r output, and the  cus tomer would purchase  a ll of its  consumption from the  utility.706 Vote  Sola r

4 argues that this  would be  a  dramatic departure  from current ra te  design, and would viola te  a  customer's

5

6 oppos e s  a ny in fringe me n t on  Mis  p rope rty righ t.708

7 Vote  Sola r responds  to RUCO's  contention tha t ana lyzing only exports  will underva lue  sola r,

8 as solar energy consumed on-site  provides energy and capacity benefits, and there is no justification to

9 va lue  them sepa ra te ly. Vote  Sola r agrees  tha t se lf-use  of rooftop sola r provides  s ignificant bene fits ,

10 but be lieves  focusing on exports  is  the  be tte r approach because  the  utility should not "look behind the

l l me te r" ba se d on a  cus tome r's  te chnology choice s .709 Vote  Sola r a sse rts  tha t the  only diffe re nce

12 be twe e n  a  cus tome r who  a dop ts  e ne rgy e ffic ie ncy me a s ure s  a nd  one  who  a dop ts  roo ftop  s o la r is  whe n

13 the  rooftop  s o la r cus tome r e xports  e ne rgy to  the  g rid .710

14 f. TAS C

15 TASC objects to the  timeliness and the  lack of record support of RUCO's Step-Down proposal,

16 a nd ca lls  for its  re je ction.7" TASC note s  tha t it wa s  propose d for the  firs t time  on the  twe lfth da y of

17 the  13 day hea ring in this  proceeding, and a sse rts  tha t RUCO offe red no evidence  to support it.712

18 TAS C s ta te s  tha t RUCO offe re d no ra tiona le  or propos a l re ga rding how, whe n, or unde r wha t

1 9 c irc um s ta nc e s  the  p ropos e d  s te p -down  wou ld  be  trigge re d ,  lowe ring  the  c om pe ns a tion  ra te .713  TAS C

2 0 a rgue s  tha t ha d  RUCO pre s e n te d  s uch  ba s ic  in fo rma tion  a bou t its  p ropos a l in  the  no rma l cours e  o f the

2 1 p ro c e e d in g ,  th e  re c o rd  c o u ld  h a ve  b e e n  d e ve lo p e d ,  a n d  o th e r p a rtie s  c o u ld  h a ve  p ro p e rly c h a lle n g e d

2 2 it.714  TAS C a s s e rts  tha t due  to  its  un time line s s , RUCO's  p ropos a l ca nno t be  a dop te d .715

2 3

2 4

2 5

2 6

2 7

2 8

706 Vote Solar Reply Br. at 18.
707Vote Solar Reply Br. at 18-19.
708Vote Solar Reply Br. at 19.
709 Vote Solar Br. at 8.
710 Id

711 TASC Reply Br. at 24-25.
71:1 TASC Reply Br. at 24.
713 TASC Reply Br. at 24.
714 TASC Reply Br. at 24.
715 TASC Reply Br. at 24.
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1

2

3

4

5

6

7

8

TAS C a s s e rts  tha t RUCO's  p ropos a l to  de c re a s e  compe ns a tion  ove r time  would  a dd  a n

a dditiona l la ye r of comple xity to  S ta ffs  Re s ource  Compa ris on P roxy me thodology in  a n a rbitra ry

ma nne r tha t would "furrie r divorce  the  ra te  Hom the  true  va lue  0fDG.""6 TAS C be lie ve s  tha t RUCO's

propos a l to s tep down compens a tion for exports  ove r time  would le ad to furthe r dis pute s , and contends

tha t pa rtie s ' re s ource s  would be  be tte r s pe nt on a  long-te rm a voide d cos t a na lys is .717 TAS C a s s e rts

tha t if the  va lue  of rooftop s ola r e xports  doe s  in fa ct de cline  or incre a s e  ove r time , a  long-te rm a voide d

cos t me thodology will re fle ct s uch a  de cline  or incre a s e  on a  going forwa rd ba s is  in future  ra te  ca s e s ,

whe re  die  va lue  would be  ca lcula ted and reca lcula ted.7'8

9

10

11

12

13

14

g .  S ta ff

S ta ff doe s  not oppos e  RUCO's  s te p-down a pproa ch  whe n couple d  wide  S ta ffs  Re s ource

Compa ris on P roxy me thodology.719 S ta ff note s , howe ve r, tha t the  propos a l ma y be  a dminis tra tive ly

difficult to imple me nt s ince  it a ppe a rs  tha t ma ny tra nche s  of cus tome rs  would be  cre a te d, a nd the

u tilit ie s  wo u ld  h a ve  to  tra c k th e  tra n c h e s  fro m  a  b illin g  p e rs p e c tive  a n d  a n  a d m in is tra tive

15 as new projects are added.72l

16 Like the other parties, Staff opposes RUCO' s position that the value of DG analysis should look

1`7 at self-consumption in addition to exports.722 Staff believes that "what happens behind the meter is the

18 customer's business. The customer has the right to reduce load by conservation, insulation, high

19 efficiency appliances, storage or the installation of a DG 1neter."723 Staff contends that there is thus no

20 need to include self-consumption in the analysis.724 Staff adds that it views the export rate more in the

21 nature of a wholesale rate, and not a retail rate, which would apply to self-consumption.725

22

23

24

25

26

27

28

716 TASC Reply Br. at 24.
717 TASC Reply Br. at 24.
718 TASC Reply Br. at 24.
719 Staff Br. at 28. Staff notes that the parties were asked to consider a step-down approach in Commissioner Stump's June
13, 2016 letter to the docket.
720 Id
721 ld.

722 Staff Br. at 13.
723 Id, citing to Exh. Staff-7, Direct Testimony of Staff witness Howard Solganick, at 7.
724 Staff Br. at 13-14.
725 ld. at 14.
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1 F .  S t a f f

2

3

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

1 .  O v e rv ie w

S ta ff be lieve s  tha t the  Commiss ion should use  the  de te rmina tion re sulting from the  va lue  of DG

4 me thodology a dopte d in this  proce e ding to inform its  de cis ion ma king on re la te d policy a nd ra te mddng

issue s  in a n e le ctric utility's  ra te  ca se , a s  it a pplie s  to a ll DG e us tome rs .726 S ta ff s ta te s  tha t a ll pa rtie s

a gre e  tha t va lue  of DG me thodologie s  s hould be  ba s e d on a n a voide d cos t s tudy or a n a voide d cos t

proxy,727 a nd tha t while  a ll pa rtie s  ma y not a gre e  on how the  re s ulting va lue  of DG de te rmina tions

should be  applied, they a ll a cknowledge  tha t va lue  of DG ca lcula tions  can be  cons ide red in de te rmining

how rooftop sola r cus tome rs  who e xport e ne rgy to the  grid a re  ince ntivize d or compe nsa te d, or both,

and to inform ra te  design.728

S ta ff pre s e nte d two a voide d cos t me thodologie s  in this  proce e ding. The  Dire ct Te s timony of

S ta ff' s  witne ss  Mr. S olga nick include d a  pre se nta tion of S ta ff' s  P ropose d Avoide d Cos t me thodology,

which is  a  tra ditiona l a voide d cos t m e thodology which S ta ff s ta te s  ca n  be  ba s e d on a  s hort-te rm

a na lys is , or a  long-te rm  a na lys is , with a  more  ca utiona ry de te rmina tion of cos ts  a nd be ne fits . S ta ff

a lso pre se nte d, during the  course  of the  he a ring in this  proce e ding, a nothe r a voide d cos t me thodology,

S ta ff' s  P ropose d Re source  Compa rison P roxy me thodology. S ta ff de s igne d its  Re source  Compa rison

P roxy me thodology to de te rmine  a  we ighte d a ve ra ge  cos t of the  grid-sca le  sola r re source s  owne d by

the  utility a nd the  utility's  sola r P P As . This  me thodology wa s  de scribe d by the  Commiss ion's  Utilitie s

Divis ion Dire c tor Thom a s  Brode rick a t the  he a ring on J une  13,  2016.729 Founda tiona l te s tim ony

re ga rding the  utilitie s ' re s pons e s  to S ta ffs  da ta  re que s ts , a nd utility s pre a ds he e ts  s howing the  da ta ,

were  a lso presented a t the  hea ring on J une  8, J une  9, and J une  13, 2016, by AP S  witness  Bradley Albe rt

a n d  TE P /UNS E  witn e s s e s  Da v id  J o h n  Le wis  a n d  C a rm in e  Tillm a n ,  a n d  in  a s s o c ia te d  S ta ff

¢>¢hibirs."°23

24

25

26

27

28

726 Staff Br. at 10, 14. ,
727 Staff defines avoided cost as the "costs of energy that would have been produced or purchased but for the existence of
the DG." Staff Br. at 8, citing to Exh. Staff-2, Direct Testimony of Staff witness Howard Solganick, at 10.
728 Staff Br. at 8, 10.
729 Tr. at 2322-2356 (Staff witness Thomas Broderick).
730 Tr. at 2084-2087 (APS witness Bradley Albert), Tr. at2186-2212 (TEP/UNSE witness David John Lewis), Tr. at 2225-
2252 (TEP/UNSE witness Carmine Tillman).
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2

3

4

5

Staff urges the  Commission to adopt both its  proposed methodologies for use  in ra te  cases

S ta ff contends  tha t both a re  cons is tent with much of the  guidance  provided by the  Commiss ioners

le tte rs  to this  docke t, and tha t adoption of both me thodologie s  would provide  the  Commiss ion with

maximum flexibility to address  any ra te  design modifica tions  necessary to respond to changes  in the

rooftop solar marketplace

S ta ff states that the determination of avoided cost can be a complicated undertaking, and asserts

tha t the  methodology adopted must include  specificity, and must a llow for ca lcula tion of avoided cost

in a  manner tha t can be  accommodated in a  ra te  case  proceeding" Staff be lieves tha t the  use  of both

its  proposed me thodologie s  would give  the  Commiss ion an important comparison point. S ta ff a lso

believes tha t having both methodologies available  would provide  an important backstop in ra te  cases

S ta ff s ta te s  tha t when its  Resource  Comparison P roxy me thodology is  used in conjunction with its

tra ditiona l Avoide d Cos t me thodology in ra te  ca se s , it will be  informa tive  to the  Commiss ion on its

various value of solar determinations, and may be something that parties could agree  on if a  traditional

avoided cost analysis  becomes too difficult and time-consuming in the  context of the  ra te  case

2. Cost of Service Issues

Sta ff agrees  with Commiss ion findings  in prior orde rs  tha t the re  is  a  cos t shift, but notes  tha t

issues were  ra ised by Vote  Solar and TASC regarding assumptions in APS's  and STEP/UNSE's  cost

models  tha t a re  appropria te ly addressed in this  proceeding. Staff s ta tes  Mat transparency issues with

the  u tilitie s ' COS S  mode ls , a nd the ir a va ila bility for us e  by othe r pa rtie s  in  fume  ca s e s , a re  a ls o

appropriate ly addressed in this proceeding. Staff asserts that resolving model transparency issues now

will permit easier assimila tion and use  in ra te  cases

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22 3. Ne t Me te ring

Sta ff s ta tes  tha t Arizona 's  NEM Rules  were  adopted when the  rooftop sola  industry was  firs t

24 e me rging, a nd the y provide d a n ince ntive  for the  growth a nd a doption of rooftop s ola r by utility

25

26 Staff Br. a t 14; Sta ff Reply Br. a t 1
Sta ff Reply Br. a t 1
Sta ff Br. a t 4
Sta ff Reply Br. a t 2, 4
Id a t 2
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1

2

3

4

5

6

7

8

customers .736 S ta ff s ta te s  tha t Arizona , and many othe r s ta te s  tha t adopted ne t me te ring, a re  faced Mth

the  issue  of we e die r the  sa me  le ve l of subs idie s  a re  ne ce ssa ry toda y, a nd whe the r ne t me te ring should

continue  to be  a  s ignifica nt pa rt of the  va lue  e qua tion.737 S ta ff conte nds  tha t in a ddition to providing

compe ns a tion to rooftop s ola r cus tome rs  for the ir whole s a le  e xports  a t a  re ta il ra te , NEM provide s

a dditiona l s ignifica nt s ubs idie s  via  its  ba nking or cre diting rne cha nis 1ns .738 For this  re a s on, S ta ff

re com m e nds  tha t ne t m e te ring ,  a nd the  ba nking of e xports  a s s oc ia te d  with  ne t m e te ring ,  s hould

eventua lly be  e limina ted, and replaced with a  mechanism for the  direct purchase  of exports .739

Curre n tly,  S ta ff e xp la ins ,  NEM prov ide s  fo r a  l-fo r-l o ffs e t,  which  re s u lts  in  va lua tion  o f a ll

9 rooftop s ola r e xports  a t a  utility's  re ta il ra te , re ga rdle s s  of the  time  of da y, or time  of ye a r, tha t it is

10 measured.740 This  re sults  in s itua tions  in which rooftop sola r ene rgy can be  exported during the  winte r,

11 whe n whole sa le  price s  a re  low, a nd the  cre dit for tha t e xport ca n be  use d to offse t e ne rgy provide d by

12 the  utility during the  s umme r, whe n whole s a le  price s  a re  high.741 S ta ff a gre e s  with S TEP /UNS E's

13 witn e s s  Mr.  Tillm a n  th a t  th e  v a lu e  o f ro o fto p  s o la r e xp o rts  b e twe e n  O c to b e r a n d  Ma y is  n o t

14

15

16

17

18

19

20

2 1

22

e quiva le nt in va lue  to the  utility-provide d e ne rgy the  rooftop s ola r cus tome r cons ume s  during J une

through S e pte mbe r.742 Ne tting provide s  rooftop s ola r cus tome rs  with a  re ta il ra te  offs e t, a nd S ta ff

e xpla ins  tha t the  dura tion pe riod of the  ne tting (which ca n be  s e a s ona l,  m onthly, da ily, a nnua l,  or

instantaneous) can skew the  va lue  of rooftop sola r exports .743 S ta ff be lieves it is  clea r tha t many entitie s

le a s ing or s e lling rooftop s ola r s ys te m s  to cus tom e rs , a nd the  cus tom e rs  the m s e lve s , cons ide r the

s ignifica nt pote ntia l ba nking a nd ne tting e ffe ct on the  price  the y will pa y for e ne rgy whe n the y cons ide r

the  ove ra ll va lue  the  system will provide .744 S ta ff note s  tha t the  typica l rooftop sola r ins ta lla tion exports

on ave rage  one -third of its  tota l production.745

S ta ff be lie ve s  tha t in orde r to a ddre ss  some  of the  NEM issue s  a nd othe r cos t shift is sue s , it is

23

24

25

26

27

28

736 Staff Br. at 6, citing to Decision No. 70567.
737 Staff Br. at 6.
738 Id
739 Id, citing to Exh. Staff-2, Direct Testimony of Howard Solganick, at 18.
740 Staff Br. at 7.
741 Id, citing to Exh. TEP/UNSE-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 4-5 .
74z Staff Br. at 7, citing to Exh. TEP/UNSE-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 4-5 .
743 Staff Br. at 7.
744 Id
745 Id, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at 12.
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4. Staffs Proposed Avoided Cost Medmodology

a. Categories of Benefits and Costs

Staff' s Proposed Avoided Cost Methodology would consider the following broad categories of

benefits and costs:

1)

2) Ca pa c ity (ge ne ra tion  c a pa c ity,  tra ns m is s ion  a nd  d is tribu tion  c a pa c ity a nd
dis tribute d s ola r's  ins ta lle d ca pa city),

3) G rid  S upport S e rv ice s  (re a c tive  s upply a nd  volta ge  contro l,  re gula tion  a nd
fre q u e n c y re s p o n s e ,  e n e rg y a n d  g e n e ra to r im b a la n c e ,  s yn c h ro n iz e d  a n d
supplementa l ope ra ting re se rves , scheduling, foreca s ting and sys tem control and
dis pa tch);

4 ) Fina ncia l Risk (fue l price  he dge , a nd ma rke t price  re sponse );

2) avoided generating capacity with losses adjusted for geographic location using
the demand loss study;

1 necessary that the concept of net metering transition to a new, more simplified billing mechanism that

2 allows the utility to purchase rooftop solar exports at an appropriate export rate set by the

3 Commission.746 Staff asserts that the appropriate place to consider the concepts of NEM banking and

4 netting are either in a Rulemaking proceeding or in each utility's rate case.747

5

6

7

8

9 Energy and System Losses;

10

11

12

13

14

15
5) Security Risk (reliability and resilience); Environmental (carbon emissions

16 (COz); criteria air pollutants (SON, NOT, PM); water and land; and Social
17 (economic development (jobs and tax revenues)).748

18 b. Methodology for Considering the Benefits and Costs

19 Staffs Proposed Avoided Cost Methodology would consider the broad categories of benefits and

20 costs as listed above, in the following manner:

21 1) avoided energy costs, along with appropriate losses based on an energy loss
study performed by the utility which is specific to it and/or its interconnected

22 systems,

23

24

25

26

27

28

3 ) a voide d tra ns m is s ion a nd dis tribution ca pa city cos ts , with a dde rs  for s pe cific
ge ogra phic  a re a s  whe re  a  de m ons tra tion  is  m a de  tha t tra ns m is s ion line s  or
dis tribution fe e de rs  ca n be  de la ye d due  to sola r DG in the  a re a ;

746 Staff Br. at 7.
747 Id at 7-8.
748 Id at 14-15, citing to Exh. Staf f  -2, Direct Testimony of  Staf f  witness Howard Solganick, at Exhibit HS-2.
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1
4) environmental (would be analyzed, but typically not included because the

environmental impacts are already considered in the IP process); and

2
5) grid support services.749

3 - Staff states that the consideration of benefits and costs can be done on either a short-term or a long-

4 term basis as doe Commission prefers.750 Staflls witness testified that a short-term analysis is

5 preferable, which would use forecasted data no longer than the period of time between a utility's rate

6 cases, or approximately five years, before it would be updated again.751 Staff states that if the

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Commission chooses to use long-term forecasts, more frequent updates could address the risk that the

forecast will likely change, and lessen the risk of overpayment by non-DG customers.752 Staff agrees

with RUCO that only easily quantifiable costs and benefits should be examined, if the Commission

chooses to use long-term forecasts.753

c. Avoided Energy Costs

Staff states that avoided energy costs are typically the most signif icant component of the

avoided cost calculation, and that an adjustment for energy losses (due to local consumption) would be

included based on an energy study. Staff states dirt APS's estimate is 7 percent over a year and 12

percent at the time of peak demand.754

d. Avoided Generation Capacity Costs

Staff states that determining the avoided generation capacity costs requires assumptions

regarding (1) generation capacity additions that are reduced or delayed due to additional rooftop solar

exports, and (2) the level of rooftop solar export capacity that is expected to contribute to the system

peak.755 Staff states that the second assumption is generally assessed using an ELCC (effective load

carrying capaci ty) calculat ion, a method which ref lects the capaci ty value of  an intermittent

22

23

24

25

26

27

28

749 Staff Br. at 15, with citations throughout this list to Exp. Staff -2, Direct Testimony of Staff witness Howard Solganick,
at 19, and Exhibit HS-2, pp. 7, 14, 15, and to Exh. Stair -3, Rebuttal Testimony of Staff witness Howard Solganick, at 5.
Definitions of the terms considered in Staffs Proposed Avoided Cost methodology are found at those citations.
750 Staff Br. at 16.
151 Staff Reply Br. at 3, 12.
752 Id
753 Id

754 Staff Br. at 16, citing to Exh. Staff -3, Rebuttal Testimony of Staff witness Howard Solganick, at 16.
755 Staff Br. at 16, citing to Exh. TEP/UNSE-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 13, and
Vote Solar-7, Direct Testimony of Vote Solar witness Briana Kobor, at 31.
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1

2

technology.756 Staff states that battery storage is the only technology that reduces the intermittency of

solar, and if used, would be included in the ELCC ca1cu1ation.757

3

4

e. Avoided Transmission and Distribution Costs

Location-specific adders, and other adders, where value can be shown in certain geographic

5 areas are included in Staffs avoided cost calculation. For instance, a specific value adder would be

12

6 appropriate if the deferral or elimination of transmission or distribution assets and/or costs can be

7 demonst1ated.758 Staff states that this could be calculated based upon projections utilizing ELCC to

8 determine when capacity is needed that can be offset.759

9 Staff believes that if enough rooftop solar can be aggregated at a specific location to make an

10 incremental difference in feeder or substation enhancements, a value component could be recognized

l l as an adder, based on ELCC ca1culations.760

f. Adders to Incentivize DG with Added System Value

Staffs methodology contemplates other adders for system attributes that may provide added13

14 va lue .

15

16

1) Geographic and West-Facing System Adders

Staff recommends that the Commission require  use of a  feeder-focused RFP process to identify

17 geographic areas where  additional rooftop solar may be  of value , and notes that the  RFP process could

18 put a  highe r va lue  on wes t-facing sys tems, which provide  grea te r production during summer peaking

19 hours .76l

20

21

22

Staff s ta tes  tha t the  Commission could consider authorizing adders  for west~facing facilities  in

specific geographic loca tions  to encourage  the  deve lopment of wes t-facing facilitie s . S ta ff be lieves

that geographic components should be treated as separate adders, and not accrue to all exports, because

23

24

25

26

27

28

756 Staff Br. at 16, citing to Exh. Staff -2, Direct Testimony of Staff witness Howard Solganick, at 18.
757 Staff Br. at 16, citing to Exh. TEP/UNSE-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 13.

758 Staff Br. at 16, citing to January 8, 2016 Correspondence to the Docket from Commissioner Forese, and to Exh. Staff -
2, Direct Testimony of Staff witness Howard Solganick, at 19-20, Staff Reply Br. at 3.
759 Staff Br. at 16-17, citing to Exh. Staff -2, Direct Testimony of Staff witness Howard Solganick, at 13 and to Exh. Staff-
3, Rebuttal Testimony of Staff witness Howard Solganick, at 5.
760 Staff Br. at 17, citing to Exp. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 5.
761 Staff Br. at 17, citing to Eddi. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 20, and to Exh.
TEP/UNSE-1, Direct Testimony of TEP/UNSE witness Carmine Tilghman, at 4.
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3

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

1 transmission or distribution asset deferral is location specific.762

2) Renewable Energy Credits ("REC") Adder

Staff states that the Commission could consider an adder to recognize utility receipt of RECs

4 when it purchases the customer's exports.763

3) Responsive System and Storage Adders

Staff states that widespread use of smart inverters with some centralized control may allow

rooftop solar to provide control capabilities similar to utility-scale solar, and that adders would be

appropriate to recognize the value of DG systems that can decontrolled by the utility, to the extent it

is dispatched to increase output during hours of system pead<.764

Staff states dirt storage provides considerable value since it addresses intermittency concerns,

and that the Commission may want to incept storage, to the extent it is dispatched to increase output

during hours of system peak.765

4)  W ater

Staff states that the costs of water used in a utility's generation portfolio should already be

reflected in the variable energy costs avoided from DG.766 However, Staff states that concerns about

future water shortages may be a policy issue for the Commission to consider.767 Staff states that the

Commission could recognize the fact that rooftop solar's water usage is lower on average, and could

use an incentive mechanism for this in areas where there are concerns identified as to future water

shortage.768

20

2 1

22

5) Adders  for Added Sys tem Va lue  May be  Difficult to Demonstra te

S ta ff notes  tha t until rooftop sola r pene tra tion is  highe r (e ithe r a lone  or combined with othe r

technologies, the adders described in this section may be difficult to demonstrate in most areas.769

23

24

25

26

27

28

762 Staff Br. at 17, citing to Exh. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 3, Staff Reply Br. at 3.
7643 Staff Br. at 17, citing to Exh. Staff-, Rebuttal Testimony of Staff witness Howard Solganick, at 20, Staff Reply Br. at
3.
764 Staff Br. at 17, citing to Exp. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 5, 12, 29, Staff Reply
Bar. at 3.
765 Staff Br. at 18, Staff Reply Br. at 3.
766 Staff Br. at 19.
767 Id, citing to Correspondence to the Docket filed on February 16, 2016 by Commissioner Bums.
768 Staff Br. at 19, Staff Reply Br. at 3.
769 Staff Br. at 19.
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1

2

g. Ge ne ra l Oppos ition to Including Environmenta l Benefits , Loca l Economic
Development Benefits , Fuel Hedging Benefit, Reliability

Staff is generally opposed to including avoided environmental costs. Staff' s witness explained

3 that this is because avoided cost values kph prov ided at costs the util ity does not incur, and if  a

4 generating unit must meet a specific environmental compliance standard, (such as emissions or water

5 usage), it has already incurred the associated cost to construct and operate the plant.770 Staff states that

6 only "if  the environmental cost is identif ied in the IP process and is not already included in utility

7 costs and rates, and is based upon an emerging regulation or results in reductions in emission levels

8 over and above required levels, should this be considered as an avoided cost.771

9 Staff believes that economic benefits should be considered qualitatively only, and opposes any

10 adders for them. Staff states that such costs and benefits are very difficult to quantify, are not included

l l in the ratemaldng formula for existing generation and other facilities, and are not unique or incremental

12 to DG7"
13 In re ga rd to  the  fue l he dging va lue  for rooftop s ola r a dvoca te d by TAS C, RUCO, a nd Vote

14 S ola r, ba s e d on a rgume nts  tha t re ne wa ble  ge ne ra tion re duce s  a  utility's  e xpos ure  to fos s il fue l price

15 vola tility, S ta ffs  witne s s  s ta te s :

16

17

18

19

I ha ve  s e e n little  e vide nce  tha t e le ctric utility cus tome rs  a re  de ma nding more  re duction
in long-te rm pricing vola tility. In compe titive  s upply s ta te s  re s ide ntia l contra cts  a ppe a r
to e xte nd out a  fe w ye a rs  a t mos t. Utility e ne rgy a djus tme nt progra ms  a re  ge ne ra lly
annua l or even s horte r dura tions . S ta ff s ugges ts  e lectric cus tomers  do not va lue  a  pa rtia l
fue l price  hedge  and one  should not be  applied.773

5. Comments  on Staffs  Proposed Avoided Cos t Methodology
20

21

22

23

24

a. APS .

APS states that it largely agrees with Staffs proposed avoided cost methodology, noting that

its capacity savings were based on an ELCC assessment, which is the method APS uses to derive

capacity value in the resource planning process.774 APS is concerned with Staffs suggestion that

forecasted capacity could be used in determining avoided cost, but states that with conditions, Staff' s
25

26

27

28

770 Staff Br. at 18, citing to Exp. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 12.
771 Staff Br. at 18, citing to Exp. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 4.
772 Staff Br. at 18, citing to Exh. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 20.
773 Staff Br. at 18-19, Exh. Staff-3, Rebuttal Testimony of Staff witness Howard Solganick, at 14.
774 APS Br. at 47.
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1 a voide d cos t me thodology would prote ct cus tome rs  a nd would va lue  e xporte d e ne rgy in a  tra nspa re nt,

2 ve rifia ble , fa ir ma nne r.775 AP S  be lie ve s  S ta ff"s  a voide d cos t me thodology would a ccomplis h thos e

3 goa ls  if the  ca lcula tion of fore ca s te d ca pa city sa vings  is  cons tra ine d to a  limite d time  pe riod no longe r

4 tha n the  time  be twe e n ra te  ca se s , a nd if the  ma gnitude  of ca pa city sa vings  is  ba se d upon a ctua l da ta

5 de rived from an ELCC ana lys is .776

6 b .  TE P /UNS E

7 TEP /UNS E s ta te  tha t S ta ff"s  propos e d a voide d cos t a pproa ch include s  ma ny e le me nts  the y

8 be lie ve  should be  cons ide re d in de te rmining a  va lue  of DG ba se d on a voide d cos t.777 The y a sse rt tha t

9 the  comple xity of the  me thodology ma y provide  a  cha lle nge  to s ma lle r utilitie s , a nd if a pplie d in the

10 conte xt of a  ra te  ca s e , could ove rwhe lm  othe r im porta nt ra te  ca s e  is s ue s .778 The y s upport S ta ffs

l l pos ition not to include  e le m e nts  tha t a re  not include d in ra te s , s uch a s  e nvironm e nta l or e conom ic

12 be ne fits ,  fue l he dge  va lue s  or grid re lia bility be ne fits .779 TEP /UNS E s ta te  tha t S ta ff a ppe a rs  to

13 acknowledge  tha t "a s  ava ilable " ene rgy from DG sys tems may provide  no capacity va lue ,780 and agree

14 with  S ta flf's  conce pt of us ing a n  ELLC a na lys is  to  ide ntify a ny a c tua l,  re a l concre te  a nd ongoing

15 ca pa city s a vings  from  ge ne ra tion, tra ns m is s ion, or dis tribution be fore  cons ide ring inclus ion of a ny

16 long-te rm a voide d cos ts  in va luing DG.781 The y a s s e rt, howe ve r, tha t give n the  na ture  of curre nt

17 ro o fto p  s o la r in s ta lla t io n s ,  it  is  u n like ly th a t  ro o fto p  s o la r p ro v id e s  a n  E LC C  th a t  s h o u ld  b e

18 compensa ted through a  va lue  of DG.782 They disagree  with S ta ff' s  sugges tion tha t the  utility's  avoided

19 cos t could be  could be  cons ide re d a  "floor" on the  va lue  of DG, a s s e rting tha t s ince  rooftop s ola r

20 cus tom e rs  ha ve  no  le ga l ob liga tion  to  p rov ide  e ne rgy o r c a pa c ity,  s hort-te rm  a vo ide d  cos t is  a

2 1 re a s ona ble  va lua tion,  cons is te nt with  P URP A783 TEP /UNS E a s s e rt tha t DG re s ource s  s hould be

22 re quire d to me e t a  s ignifica nt burde n of proof be fore  a ny cos ts  be yond short-te rm a voide d cos t sa vings

23

24

25

26

27

28

775 Id

776 APS Br. at 48
777 TEP/UNSE Br. at 12-13.
778 Id at 13; TEP/UNSE Reply Br. at 3.
779 TEP/UNSE Reply Br. at 2, referring to Staff Br. at 18-19.
780 TEPIUNSE Br. at 10.
7s1 TEP/UNSE Br. at 12-13, TEP/UNSE Reply Br. at 2, 7.
782 TEP/UNSE Br. at 12-13.
783 TEP/UNSE Br. at 10, referring to Tr. at 1309 (Staff witness Howard Solganick).
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9

10 Vote  S ola r oppos es  S ta ff" s  pre fe rence  to only ana lyze  s hort-te rm avoided cos ts  in its  traditiona l

11 avoided cos t ca lcula tion.788 Vote  S ola r a rgues  tha t the  me thodology does  not a ccura te ly va lue  rooftop

12 s ola r be ca us e  it ignore s  s ignifica nt future  be ne tits .789 Vote  S ola r is  a ls o critica l of S ta ff's  long-te rm

13 a voide d cos t a pproa ch, be ca us e  it omits  the  a na lys is  of e nvironme nta l, e conomic de ve lopme nt, a nd

14 grid s e curity be ne fits  tha t Vo te Solar be lieves  a re  necessary to properly va lue  rooftop s01ar.790

e .  TAS C

1 can be imposed on non-DG ratepayers.784

2 TEP/UNSE point out that Staff acknowledged that the many value and cost elements in its

3 avoided cost methodology could be subject to litigation, resulting in a lengthy proceeding, and that it

4 may not be easy to implernent.785 TEP/UNSE believe that an avoided cost determination for DG could

5 be done more simply through a market proxy, which would also comport with PURPA.786

6 c .  A I C

7 Of Staff' s two proposals, AIC prefers Staffs Proposed Avoided Cost methodology because it

8 better reflects the costs and cost saving resulting from DG of various types.787

d. Vote Solar

15

16 With  re s e rva tio n s ,  TAS C  is  g e n e ra lly s u p p o rtive  o f S ta ffs  P ro p o s e d  Avo id e d  C o s t

17 me thodology. According to TAS C, unlike  the  utilitie s ' a nd RUCO's  a voide d cos t propos a ls , it would

18 s ucce s s fully a na lyze  the  cos ts  a nd be ne fits  of DG going forwa rd, whe n future  te chnologie s , s uch a s

19 ba tte ry s torage , will become  pa rt of the  va lua tion equa tions .791 Two is s ues  impede  TAS C's  full s upport

20 of this  me thodology: (1) S ta ff' s  pre fe re nce  for a  s hort-te rm time  a na lys is  a s  oppos e d to long-te rm, a nd

21 (2) mis s ing compone nts  which TAS C be lie ve s  s hould be  include d: e nvironme nta l be ne fits , s ocie ta l

22 benefits , and fue l hedging cos t benefits .792

23

24

25

26

27

28

784 TEP/UNSE Reply Br. at 2.
785 TEP/UNSE Br. at 13, citing to Tr. at 1399-1400 (Staff witness Howard Solganick), and Tr. at 2324, 2327-2328 (Staff
witness Thomas Broderick).
7s6 TEP/UNSE Reply Br. at 1
787 AIC Br. at 12.
ass Vote Solar Reply Br. at 16.
789 ld.
790 Id

791 TASC Reply Br. at 20.
792 Id. at 21-22.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

~17

18

Based on TAS C's  position tha t a  DG system must be  va lued ove r its  use ful life , because  a  short-

te rm, "sna pshot" a na lys is  ca nnot prope rly va lue  a  DG sys te m's  a ctua l be ne fits , TAS C disa gre e s  with

S ta ffs  a s s e rtion tha t the  m e thodology ca n a ccura te ly va lue  DG if it is  pe rform e d on a  s hort-te rm

ba s is .793 TAS C a sse rts  tha t only pe rforming the  a voide d cos t va lua tion ove r a  20 ye a r plus  pe riod of

time  would e na ble  DG to be  "tre a te d like  a  re s ource  a nd e va lua te d in the  s a me  ma nne r tha t utilitie s

cons ide r the  a cquis ition of othe r long-te rm re source s ."794

In re ga rd to TAS C's  se cond re se rva tion re ga rding S ta ff' s  P ropose d Avoide d Cos t me thodology,

TAS C a s s e rts  tha t dire  is  no jus tifica tion for e xcluding e nvironme nta l be ne fits  due  to a n ina bility to

qua n tify thos e  be ne fits  toda y,  a nd  a  pa rty s hou ld  be  a b le  to  p re s e n t e v ide nce  in  a  ra te  ca s e  to

de mons tra te  the  e xis te nce  of such a  be ne fit in the  future .795 TAS C points  to S ta ffs  a cknowle dge me nt

tha t e nvironme nta l cos ts  could be  cons ide re d a n a voide d cos t if ide ntifie d in a  utility's  IRP .796

TAS C contends  tha t adde rs  re fle cting socie ta l bene fits  of DG, (wa te r savings , ca rbon reduction,

a ir pollution re duction, a nd loca l e conomic be ne fits ), which do not dire ctly impa ct utility ra te s , but tha t

a re  confe rred on a ll citizens , should be  included in S ta ff' s  Avoided Cost me thodology.797 TAS C asse rts

tha t the y s hould  a ls o  be  looke d a t from  a  policy pe rs pe c tive  in  prom oting c le a n e ne rgy,  be ca us e

a ccording to TAS C, if the  compe nsa tion for DG e xports  is  s e t too low, the  socie ta l be ne fits  will ne ve r

a ccrue , which would be  counte r-productive  to the  Commiss ion's  goa ls  of promoting a  he a lthy ma rke t

for DG.798

TASC argues that fuel hedging costs should not have been excluded from Staffs valuation

20 methodology. TASC asserts that fuel hedging costs are quantifiable, asserting that according to APS

21 in its 2012 IP, renewable resources "provide mitigation against the inherent price volatility risks

22 associated with a natural-gas dominated energy mix."799 TASC asserts that fuel hedging costs are part

23 of the avoided cost of natural gas attributable to DG, and can dierefore be quantiiied.8°°

24

19

25

26

27

28

793 Id at 20.
794 Id at 20-21.
795 ld. at 21.
796 Id.,refening to Staff Br. at 18.
797 TASC Reply Br. at 21. A description of these benefit categories as proposed by TASC is set forth above, in the section
describing TASC's proposed Long-Term Avoided Cost methodology.
7918 TASC Reply Br. at 21.
799 Id at 22, citing to Exh. TASC-26, Direct Testimony of TASC witness R. Thomas Beach, at Exhibit 2, p. 17, n. 16.
800 TASC Reply Br. at 22. TASC cited to Docket No. E-01345A-13-0248, "Technical Conferences on DG and NEM."
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1 f. R UC O

2 RUCO's  mos t re ce nt re comme nda tion supports  e ithe r of the  me thodologie s  S ta ff propose s  for

3 a doption in this  proce e ding.801 RUCO be lie ve s  tha t S ta ff ca pa bly pre se nte d a  long-te rm a voide d cos t

4 me thodology tha t is  s imila r to how e ne rgy e fficie ncy is  tre a te d with the  s ocie ta l cos t te s t.802 RUCO

5 s ta te s  tha t its  s te p-down propos a l could be  us e d a s  a n imple me nta tion option in a ddition to e ithe r of

6 S taff' s  proposed methodologies.803

7 6. S ta ffs  Re s pons e s  to Comme nts  on its  Avoide d Cos t Me diodology

8 S ta ff re s ponde d to S TEP /UNS E's  comme nt re ga rding the  comple xity of S ta ff's  Avoide d Cos t

9 m e thodology, a nd tha t the  com ple xity could ove rwhe lm  is s ue s  in  a  ra te  ca s e , a nd m ight provide  a

10 cha lle nge  for s m a lle r utilitie s  with lim ite d re s ource s . S ta ff s ta te s  tha t while  it is  true  Ma t tra ditiona l

11 avoided cos t s tudie s  can be  ve ry complex and time -consuming, they have  been unde rtaken many times

12 be fore  in both s hort-te rm a nd long-te rm forma ts , a nd the re  a re  a cce pte d me thodologie s  for both.804

13 S ta ff s ta te s  tha t the re  a re  comple te d a na lys e s  in the  re cord of this  proce e ding tha t the  Commis s ion

14 could use  if it so wishe s . S ta ff s ta te s  tha t the  ge ogra phic a dde r a pproa ch pre se nte d in the  te s timony of

15 its  witne ss  re lie s  in pa rt upon a lre a dy-de ve lope d utility a na lyse s  a nd long-te rm pla nning me thodologie s

16 tha t look a t upgra de s  to dis tribution a nd tra nsmiss ion.805

17 S ta ff s ta te s  tha t its  witne s s  Dire c tor Brode rick a cknowle dge d  a t the  he a ring  tha t S ta ff" s

18 propose d Re source  Compa rison P roxy me thodology would proba bly be  a  s imple r me thod of producing

19 a  re lia ble  proxy for a voide d cos t, a nd for tha t re a son it ma y be  a  more  a ppropria te  me thod initia lly.

2 0  ` 7. S ta ff' s  P ropose d Re source  Compa rison P roxy Me thodology

2 1 S ta ff s ta te s  tha t its  Re source  Compa rison P roxy me thodology is  a  re lia ble  a voide d cos t proxy

22 re pre s e nting the  a c tua l a ve ra ge  a voide d cos t of the  utilitie s ' provis ion of s ola r ge ne ra tion to  the ir

23

24 by us ing the  we ighte d a ve ra ge  of utility-owne d sola r fa cilitie s  a nd P P As  of e a ch individua l utility.807

25 `
26

27

28

s01 RUCO's June 22, 2016 Responsive Comments.
s02 ld

803 RUCO Br. at 14.
son Staff Reply Br. at 9.
805 Id

sos Staff Br. at 22, citing to Tr. at 2332-2333 (Staff witness Thomas Broderick),
s07 Staff Br. at 19, citing to Tr. at 2332-2333 (Staff witness Thomas Broderick).
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The  spreadshee t a llowed for va riance  in te rms  of which projects  to include , how fa r
back to go in the analysis i.e ., whether the analysis should be limited to a certain number
of years , the  ability to have  the  cost represented on e idie r a  leve lized or non-leve lized
basis , inclusion or exclusion of Arizona 's  production tax credit applicable  to the  firs t 10
years that the project is in service as well as other variables. At a high level, the response
to Staff Data  Request 3.6 was intended to provide  a  per kilowatt hour cost tha t blends
a ll of APS 's  grid sca le  PV facilitie s . The  spreadshee t a lso has  we ighting factors  built
in where  the  ana lyst can put more  weight on more  recent projects  or can ass ign more
weight to a  larger project that produces more energy.

1 a . Compone nts

2 During the  course  of the  he a ring, a t the  e nd of April, 2016, S ta ff requested and received a

3 s ignificant amount of informa tion from APS and TEP/UNSE re la ted to a ll of the ir utility-owned grid

5 e ffective  da te , When the  specific gene ra ting project began producing ene rgy, the  te rm of the  PPA,

6 pricing information re la ted to the  PPA, the  type  of renewable  technology, copies  of each of the  actua l

7

8 S ta ff re que s te d in its  Da ta  Re que s t 3.6 to AP S , tha t AP S  build a  s pre a ds he e t tha t could combine

9 the  cos t a nd pricing informa tion for a ll the  s ola r proje cts , both utility-owne d a nd P P As , a nd dre w

l l spreadsheet in Excel with die  formula  to each party.8" Staff sta tes that currently the  spreadsheet is  se t

12 up to only a llow an analysis  up to five  years , but a t the  hearing, APS agreed to modify the  spreadsheet

13 to a llow for considera tion of facilities  or PPAs spanning a  period of time grea ter Dian five  years .812

14 Staff describes the spreadsheet and its functions as follows:

15

16

17

18

19

2 0

2 1

2 2

23

2 4

25

2 6

2 7

28

The leve lized versus non-leve lized function a llows the  ana lyst to see  the  variance  tha t
would re sult from yea r to yea r if a  non-leve lized annua l cos t was  pre fe rred. Some  of
the  variance  may be  due  to PPAs which conta in an esca la tor over time . Utility owned
PV facilities, on the other hand, are  going to reflect a  higher cost a t the  beginning of the
life  of the  proje ct be ca use  the  re ve nue  re quire me nt is  highe r a t the  be ginning a nd
declines over time as the project is depreciated. In general if you were to use a  levelized
cost, it is  like ly to be  lower than the  yearly or non-levelized cost because  the  in-service
dates of the various facilities or agreements are more recent, so the revenue requirements

808 Staff Br. at 19, referring to Exh. Staff-4 and Tr. at 1314-1318.
s09 Staff Br. at 19-20.
s10 Id at 20, referring to Tr. at 2086 (APS witness Bradley Albert).
s11 Tr. at 2088 (APS witness Bradley Albert).
812 StafflBr. at 20, fn. 119.
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are  s till higher than the  average  over the  life  of the  facility.
S ta ff Br. a t 20 (cita tions  to Tr. 2088-2103 (APS witness  Bradley Albe rt) omitted).

10

1

2 Staff supports the use of a  spreadsheet such as that developed by APS for use in rate cases for

3 dis  methodology.8'3 The  spreadshee t a llows partie s  to apply diffe rent we ights  to diffe rent factors , to

4 include  only those  projects  a  party be lieves is  appropria te , and a llows for any adjustment to the  result

5 that the Commission may deem appropriate.814

6 b. Re s ults  for AP S

7 In response  to Staff's  Da ta Requests  for information from 2008 forward, APS provided cost per

8 kph informa tion for the  utility-sca le  proje cts  it owns , a nd for its  curre nt ppA5.'*15 S ta ff s ta te s  tha t

9 AP S 's a na 1ys is  of both oa re d fa cilitie s  a nd P P As  include d ide ntifica tion of the  ye a r in which the

projects  came on line , or the  "vintage ."816

l l kph from proje cts  of e a rlie r vinta ge  to more  re ce ntly comple te d proje cts ." The  owne d proje cts

12 included in APS's  ana lysis  were  Hyder, Hyder 2, Cotton Center, Pa loma, Chino Valley, Foothills , Gila

13 Bend, Luke AFB, Desert Star, and Red Rock.818 APS a lso provided analysis  for s ix current PPAs.

14 For P P As, die  we ighte d a ve ra ge  cos t is  11.3 ce nts /kW.819 The  we ighte d a ve ra ge  cos t of AP S 's

15

1 6  vin ta g e data also suggest that as APS adds new sola r facilitie s  to its  portfolio, whe the r through PPAs

17 or utility-owned facilitie s , the  weighted average  price  per kph will dec1ine .821

18 c. Results for TEP/UNSE

19 TEP /UNS E a lso pe rforme d a n a na lys is  of its  sola r ge ne ra tion re source s , both utility-owne d a nd

2 0 P P As, a nd ca lcula te d a  we ighte d a ve ra ge  of the  cos ts  of those  re source s .822 S ta ff states tha t

2 1 TEP/UNSE provided a  s imila r se t of ana lyses  as  APS .823 The  owned prob ects  included in STEP/UNSE's

2 2

23

2 4

25

26

27

28

The vintage  information indica tes  a  decrease  in costs  per

813 S ta ff Reply Br. a t 5 .
814 Id.

s 15 S ta ff Br. a t 21.
816I d
817Id .
818I d
819I d
820 Id
821ld .
822 Id
823 ld.

116 DECIS ION NO.

I I II-1l_



DOCKET no. E-00000J-14-0023

1 a na lys is  include d Fort Hua chuca , Rio Rico, P ra irie  Fire , La  S e nita , UAS TP 1, UAS TP II, S pringe rville

2 1.8, and White  Mounta in.824

3 S ta ff s ta te s  tha t the  a na lys is  s hows , ba s e d on a  production we ighte d a ve ra ge  of the  e ntire

4 spe ctrum of proje ct vinta ge s  of compa ny-owne d proje cts , a  cos t of a pproxima te ly 13.3 ce nts /kWh. 825

5 For P P As , the  we ighte d a ve ra ge  cos t is  10.6 ce nts /kW.826 The  we ighte d a ve ra ge  cos t of compa ny-

6 owned and P P A re sources  conside red toge the r is  11.1 cents /kWh.827

7 S ta ff be lie ve s  tha t its  Re s ource  Compa ris on P roxy me thodology is  a  good a lte ra tive  to

8 STEP/UNSE's  PPA Proxy methodology, which proposes use  of the  most recent utility sca le  renewable

9 e ne rgy purcha s e d powe r a gre e me nt for e ithe r TEP  or UNS E, a nd to AP S 's  Grid-S ca le  Adjus te d

10 methodology, which a lso re lies  upon recent PPAs, RFPs, or PPAs entered into by other western based

l l e lectric utilities.828

8. Comments on Staffs  Proposed Resource  Comparison Proxy Methodology

a  gra dua te d we ighting s ys te m tha t pla ce s  a  gre a te r e mpha s is  on more
re ce nt a nnounce d or e xe cute d grid-sca le  sola r price s ,

2) a  rolling ble nde d a ve ra ge  of no more  tha n five  ye a rs , whe re  in e a ch
subsequent year, the  oldest year of da ta  in tha t period would roll out of
the  ca lcula tion,

3) re fre shing the  a na lys is  e a ch ye a r to ca pture  the  mos t curre nt a va ila ble
da ta  a nd e ns ure  tha t the  price  us e d in the  ca lcula tion re fle cts  curre nt
ma rke t conditions ,

12

13 a . AP S

14 AP S  s ta te s  tha t S ta ff' s  we ighte d ble nding proposa l could produce  a n obje ctive  a nd tra nspa re nt

15 pe r kph price  va lua tion for e xporte d e ne rgy, be ca us e  it is  ba s e d on a ctua l da ta  tha t is  ve rifia ble  a nd

16 transparent, and tha t APS  could support it.829 APS  be lieves  tha t to be  comprehensive , S ta ff' s  Resource

17 Compa ris on P roxy me thodology s hould include  the  following fa ctors :

18 1)

19

20

2 1

22

23

24

25

26

27

28

4) utilizing da ta  and pricing for photovolta ic sola r pane ls , [tha t] excludes
other types of solar technologies (e.g., concentrated solar or solar thermal

824 Id
825 Id
826 Id
827 ld.

828 Id a t 22 .
829 AP S  Br. a t 49.
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1
projects);

2

3

4

5) in the  event tha t the  utility does  not have  any projects  of recent vintage
(for e xa mple  -. with in  the  pre vious  ye a r), the  me thodology could
cons ide r utilizing pricing da ta  from ava ilable  indus try sources  for grid-
sca le  sola r PV projects  with priority placed on projects  widiin the  s ta te
of Arizona  to the  extent ava ilable , and

5

6

6) adjusting to recognize  the  va lue  differences be tween grid-sca le  and the
export portion of rooftop sola r. This  adjus tment to recognize  va lua tion
differences such as generation capacity value and engggy losses is more
fully discussed in the  direct te s timony of Mr. Albe rt.

7 b. TEP/UNSE

8 TEP/UNSE disagree  with the  use  of utility-owned sola r facilitie s  cos ts  a s  a  proxy for rooftop

9 solar.831 TEP/UNSE note  that Me vintage of the  PPAs or utility facilities that would be used as a  proxy

10 is  unknown, and tha t it is  uncerta in how the  methodology would apply to utilitie s  who have  no PPA or

l l utility-owned grid-sca le  sola r facilities .832

TEP /UNS E be lie ve  tha t a  re ce nt grid-tie d P P A is  a n a ppropria te  proxy for the  va lue  of DG

13 exports . However, they be lieve  tha t S ta ffs  proposa l to use  utility-owned sola r facilitie s  in addition to

14 PPAs overreaches , because  it would use  a  we ighted average  of a ll such resources , with no limita tion

15 on vintage .833 They contend tha t this  would overcompensa te  DG exports  due  to the  s teep decline  in

16 the cost of solar capacitj/.834 They argue that using older PPAs would reflect outdated PPA costs, which

17 would result in non-DG customers  overpaying for excess  DG energy, and would a llow a  rooftop sola r

18 customer ins ta lling a  DG sys tem now to benefit from out-of-da te  pricing for PPAs ente red into years

19 880.835 TEP /UNS E a re  oppose d to pricing DG e xports  for ne w rooftop sola r cus tome rs  ba se d on out-

12

20

2 1

22

23

of-date PV pricing or older PPAs that were signed in order to meet a Commission REST requirement,

and note that at the time its pre-2014 PPAs were signed, residential customers were still receiving

upfront incentives to install rooftop solar PV systems.836

TEP/UNSE assert that updating the value over time to reflect evolving PPA pricing, as Staff

24

25

26

27

28

830 Id, citing to Exh. S-5 (public responses to StasI:'s Third Set of Data Requests to APS).
sol TEP/UNSE Reply Br. at 3 .
832 TEP/UNSE Br. at 13.
833 TEPlUNSE Reply Br. at 3.
s34 Id

835 TEP/UNSE Br. at 13-14.
836 TEP/UNSE Reply Br. at 3.
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1 indica ted could be  done , would crea te  economic uncerta inty for DG cus tomers , and grandfa the ring

2 issues .837 There fore , TEP/UNSE be lieve  tha t us ing a  current PPA price  tha t is  locked in for a  pe riod

3 of time to be  a  more  susta inable  approach, and sta te  that UNSE has proposed to lock in, for a  period of

4 time, the  PPA proxy price  a t the  time of inte rconnection as  Me va lue  for DG exports .838

5 TBP/UNSE expressed concerns in regard to Staffs  proposal to use  a  weighted average  of the

6 pe r-kWh cos t of utility owned grid-sca le  sola r PV to se t a  proxy ra te . They have  the  same  conce rns

7 regarding the  vintage  of the  facilities  as  they expressed for us ing older ppA5.8* In addition, they point

8 to ope ra tiona l diffe re nce s , such a s  the  fa ct tha t utilitie s  control the  output of sys te ms  the y own to

9 provide  volta ge  s ta biliza tion or othe r s ys te m be ne fits , which re s ults  in lowe ring the  a ctua l kph

l l TEP/UNSE disagree  with S ta ffs  position tha t reconsidera tion of Me concepts  of banking and

12 ne tting DG exports  should take  place  in a  ra te  case  or rulemaking.841 They assert tha t the  concept of

13 va lue  of DG necessarily requires  no banking of DG exports , and tha t if parties  be lieve  tha t DG exports

14 are  worth either more or less than bundled retail ra tes, that the exports cannot be netted or banked.842

15 c .  G C S E C A

16 GCSECA believes that no single  methodology will address each utility's  unique circumstances,

17 a nd a gre e s  with S ta ff tha t the  a ppropria te  me thod for va luing DG s hould be  utility-s pe cific.843

18 GCSECA points  out tha t S ta ff acknowledged tha t diffe rent utility characte ris tics  may warrant diffe rent

19 approaches.844 GCS ECA be lie ve s  tha t S ta ffs  va rious  a dde rs , including the  noda l a pproa ch to

20 ca lcula ting a  tra ns mis s ion or dis tribution a dde r s hould be  re je cte d be ca us e  the y would re quire

21 additional data  gathering, analysis, and review that would impose economic and operational hardships

22 on the  Coopera tives.845

23

24

25

26

27

28

837 TEP/UNSE Br. at 14.
838 Id TEP/UNSE did not indicate the period of time.
839 TEP/UNSE Br. at 14.
840 Id, TEP/UNSE Reply Br. at 3, referring to Tr. at 2226, 2247-2248 (TEP/UNSE witness Carmine Tillman).

841 TEP/UNSE Reply Br. at 2, referring to Staff Br. at 7-8.
s4:z TEP/UNSE Reply Br. at 2.
843 GCSECA Br. at 5.
s44 Id, citing to Exp. S-3, Rebuttal Testimony of Staff witness Howard Solganick, at 18, Tr. at 1402-1403 (Staff witness
Howard Solganick), and Tr. at 2352-2353 (Staff witness Thomas Broderick).
845 GCSECA Br. at 5, iii. 5.

119 DECIS ION NO.

llllll



DOCKET NO. E-000001-14-0023

1 d .  AIC

2 AIC asserts that Staflf's Resource Comparison Proxy methodology does not comport with sound

3 public policy, because  it does  not provide  customers  with the  benefit of us ing more  e fficient margina l

4 cost prices .846 AIC a rgues  tha t by blending and averaging his torica l prices  of a  utility's  sola r facilitie s ,

5 the methodology asks current customers to pay more for rooftop solar today because older technology

6 wa s  more  e xpe ns ive .847 AIC points  out tha t a ccording to TEP /UNS E witne s s  Mr. Tilghma n, P P A

7 prices have dropped from 14 cents/kWh ten years ago to as low as 4 cents/kWh in the past year.848 AIC

8 be lieves  tha t paying today's  rooftop sola r cus tomers  a  ra te  tha t includes  a  portion of the  higher cos ts

9 Hom older PPAs and utility-owned grid sca le  projects  would be  unjust and inequitable  because  it would

10 deprive  current non-DG customers of the  benefit of innovation and cost-efflectiveness.849

l l e . Vote  S ola r

12 Vote  Sola r contends  tha t S ta ffs  Resource  Comparison Proxy me thodology is  flawed for the

13 same reasons  the  utilitie s ' me thodologies  on which it is  based a re  f`lawed.850 However, Vote  Sola r

14 s ta tes  tha t despite  this  "fa ta l flaw," it is  a  marked improvement on the  utilities ' methodologies , because

15 it would reduce  the  va riability of the  export ra te  tha t would result from us ing a  s ingle  utility-sca le  sola r

16 PPA to se t the  export ra te .851 Vote  Sola r be lieves  S ta fFs  Resource  Comparison Proxy methodology

17 would a lso re duce  the  pote ntia l for a  utility to s tra te gica lly s e le ct low-price d P P As  to minimize  die

18 export ra te .852

19 Vote  Solar contends tha t Staflfls  a ttempts  to improve  the  proposed utility-sca le  methodologies

20 a re  unsuccess ful and cannot addre ss  the  fundamenta l problems  with us ing utility-sca le  pricing a s  a

21 proxy for the  va lue  of DG sola r.853 Vote  Sola r be lieves  tha t the  fact tha t the  va lue  of DG sola r could

22  va ry wide ly de pe nding  on  which  u tility-s ca le  P P As  a re  us e d  a nd  the  pa ra me te rs  e mploye d

23 demonstra tes  the  arbitra ry na ture  of the  methodology, and shows tha t utility-sca le  solar PPAs are  not

24

25

26

27

28

846 AIC Br. at 12, citing to Tr. at 871 (TEP/UNSE witness Edwin Overcast).
847 Id_
848 AIC Br. at 12, citing to Tr. at 623 (TEP/UNSE witness Carmine Tillman).
849 Id

850 Vote Solar Reply Br. at 16.
851 Id

852 Id at 16-17.

853 Vote Solar Br. at 32.
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1 a  re a sona ble  proxy.854 Vote  Sola r a s se rts  tha t the  diffe ring re sults  of STEP/UNSE's  utility-sca le

2 benchmarking me thodology (5.84 cents /kWh) and S ta ffs  Resource  Comparison Proxy me thodology

3 (a range from 10.6 cents/kWh to 13.3 cents/kWh), demonstrate  that using a  utility-scale  benchmarking

4 me thodology is an a rbitra ry way to "value" rooftop solar.855

5 Vote  Solar contends that the  actual value  of rooftop solar is  re la tively stable  and objective , and

6 does not fluctuate .856 Vote Solar contends that the net value of rooftop system's exports do not change

7 based on the price a  utility paid for its  most recent PPA, or some subset of historical PPAs.857 However,

8 Vote  Sola r s ta te s  tha t if the  Commiss ion were  to endorse  a  utility-sca le  proxy approach despite  the

9 flaws, S ta ffs  Resource  Comparison Proxy methodology is  superior to Me utilitie s ' methodologies .858

f.  TAS C

TASC asserts  tha t S ta ffs  Resource  Comparison Proxy methodology must be  re jected for die

1)

2)

it uses  utility-sca le  solar as  a  proxy for rooftop solar exports ,

if the  va lue  of rooftop sola r increases  in the  future , for example  due  to
the  introduction of rooftop sola r with ba tte ry s torage , the  methodology
could not accommodate the increased value,

3) it would lead to lengthy disputes over what the  weighted average should
be , including:

a)

b)

C)

which utilities  to include  in the  weighted average ,

what timeframe the  analysis  should look back to,

whether or not to include certain PPA escalators in the average,

<1> whe e le r the  a na lys is  should be  done  with a  le ve lize d or non-
leve lized function,

e)

f)

whether to include  or exclude  certa in production tax credits ,

10

11

12 following reasons:

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

whethe r to use  only PPAs or utility-owned asse ts  in the  proxy,
since they produce different average costs, and

854 14.
ass Vote Solar Reply Br. at 17.
856 Id

ssh Vote Solar Br. at 33.
sis
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8) what ra tio of the  proxies to be used in the  weighted average (i.e .,
40 percent PPA and 60 percent utility-scale  vs. 50/50, e tc.), and1

2

3

4

5 g .  R UC O

6 RUCO be lieves  tha t S ta ffs  proposa l offe rs  a  viable  a lte rna tive  to us ing e ithe r STEP/UNSE's

7 PPA Proxy me thodology or APS 's  Grid-Sca le  Adjus ted me thodology a lone .860 RUCO be lieves  tha t

8 its  step-down proposal could be used as an implementation plan in addition to e ither of Staff' s  proposed

9 methodologies .861

10 9. Staffs Responses to Comments on its  Proposed Resource Comparison Proxy Methodology

l l a .  AP S

12 In re sponse  to APS 's  firs t sugges tion for inclus ion of a  we ighting sys tem tha t places  grea te r

13 emphasis on more recent grid-scale  prices, Staff sta tes that the  spreadsheet would allow this.862

14 Staff s ta tes  tha t APS 's  second suggestion, tha t older da ta  be  rolled out of the  equa tion every

15 five  yea rs , would be  unworkable .863 Sta ff s ta te s  tha t its  proposa l is  for upda tes  to be  made  in the

16 utility's  subsequent ra te  cases , and tha t rolling older da ta  out every five  years  would provide  too much

17 uncerta inty and variability in the  va lue  of sola r proxy and the  export ra te  from year to year.864

18 S ta ff dis a gre e s  with AP S 's  third s ugge s tion, to re quire  a nnua l upda te s  of the  ca lcula tion

19 be tween ra te  cases , would a lso provide  too much uncerta inty and variability in the  va lue  of sola r proxy

20 and the  export ra te  from year to year.865

21 In response  to APS's  fourth suggestion, to use  da ta  and pricing for solar P .V panels  only, Staff

22 s ta tes  tha t its  methodology considers  the  universe  of sola r utility-sca le  PPA or owned facilities  initia lly,

23 with a  subsequent eva lua tion made  a s  to whe the r a  pa rticula r project should be  included or not, and

24

2 5

26

27

2 8

4) due to the weighting process, the methodology could make the export
compensation rate subject to abrupt drops, and such regulatory
uncertainty would make it very difficult for potential rooftop solar
customers to make an informed investment decision.859

s s h TAS C Reply Br. a t 23 .
860 RUCO Br. a t 13-14.

861 Id a t 14.
862 S ta ff Reply Br. a t 5 .
863 Id

864 Id
s e e  Id a t 5-6.
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1 that Staff continues to support that approach.866

2 S ta ff a gre e s  with APS 's  fifth point, tha t it ma y be  a ppropria te  to cons ide r pricing da ta  from

3 other industry sources, to the extent that the proxy is appropriate , if in subsequent ra te  cases, the utility

4 has no projects  or PPAs of its  own to re ly 0n.867

5 Staff is not opposed to APS's sixth suggestion, that adjustments be used which would recognize

6 the  va lue  diffe rences  be tween rooftop sola r and grid-sca le  sola r, but s ta tes  tha t if this  mediodology is

7 to be  used long-te rm, adjus tments  to re flect va rious  geographic adders  a ttributable  to rooftop sola r, if

8 appropriate, should also be reflected.868

9 b. TEP /UNS E a nd AIC

10 S ta ff re sponds  to a rgume nts  by TEP/UNSE a nd AIC tha t us ing olde r PPAs  a nd grid-sca le

l l facilitie s  would result in a  higher export ra te , and result in overpayment by non-DG customers . S ta ff

12 sta tes tha t when new projects  are  added, earlier prob ects  drop out of the  equation, and this  will like ly

13 reduce the  export ra te .869 In addition, Staff sta tes, the  methodology allows for heavier weighting to be

14

15 because  while  it might re sult in a  lower export ra te , it may not be  representa tive  of a  utility's  avoided

16 cos t.87l Sta ff points  out tha t there  a re  many factors  tha t make  one  PPA diffe rent from another, and

17 that the  most recent PPA may not be  representa tive  of a  utility's  avoided cost.872

18 In re sponse  to STEP/UNSE's  a rgument tha t export ra te  changes  tha t would re sult with the

19 addition of new PPAs would crea te  uncerta inty and grandfa thering issues , S ta ff s ta tes  tha t it sees  no

20 diffe rence  be tween S ta ffs  proposa l and STEP/UNSE's  in this  rega rds" Unde r both proposa ls , ra te s

21 would be locked in for a  period of time, and Staff' s  proposal would keep ra tes in place  until the  utility's

22 next rate  case.874 Staff disputes that this would create  uncertainty.875

23

24

25

26

27

28

I

866 Id a t 6.
867 Id

868 Id

869 Id.
$70 Id

871 Id

S72 Id

S n  S ta ff R e p ly Br.  a t 7 .
874 Id,
875 Id
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1

2

3

4

5

6

7

8

9

10

11

c . Vote  S o la r a nd  TAS C

S ta ff re s ponds  to  a rgume nts  by Vote  S ola r a nd TAS C tha t the  va lue  e s ta blis he d would be

"a rbitra ry" be ca us e  it could va ry dra ma tica lly de pe nding on which utility-s ca le  P P A is  us e d a nd the

pa ra me te rs  e mploye d. S ta ff dis a gre e s , a s s e rting tha t the  Re s ource  Compa ris on P roxy me thodology is

ba s e d  upon the  e le c tric  u tility's  a c tua l cos ts  for the  la s t five  ye a rs , (or wha te ve r time  pe riod  the

Commis s ion s e le cts ), a nd include s  the  a ctua l P P A price s  a nd re ve nue  re quire me nts  of utility-owne d

grid-s ca le  fa cilitie s .876 S ta ff s ta te s  tha t the  va ria b le s  incorpora te d  in  the  s pre a ds he e t a llow for

diffe re nce s  in we ighting a nd s e le ction crite ria  a nd othe r va ria ble s , to e ns ure  tha t a  re pre s e nta tive  cos t

pe r kph is  produce d.877 S ta ff a s s e rts  tha t in the  e nd, the  Re s ource  Compa ris on P roxy me thodology

produce s  a n a ccura te  a nd re lia ble  indica tion of the  utility's  cos ts  a s s ocia te d with its  s ola r P P As  a nd its

owned s ola r gene ra ting facilitie s .878

12 S ta ff a ls o re s ponds  to a rgume nts  by Vote  S ola r a nd TAS C tha t grid-s ca le  fa c ilitie s  a re  not

13 inte rcha nge a ble  with rooftop s ola r, a nd the re fore  the y ca nnot be  us e d a s  proxie s  for one  a nothe r. S ta ff

14 be lie ve s  tha t this  criticis m, which would a pply to a ll of the  grid-s ca le  propos a ls  offe re d, is  mis pla ce d,

15 'be ca us e  grid-s ca le  s ola r P P As  or u tility-owne d s ola r fa c ilitie s  a re  the  cos t tha t would typica lly be

16 a voide d, s ince  the y a re  the  mos t like ly to be  us e d in pla ce  of s ola r DG.879 S ta ff points  to te s timony by

17 TAS C witne s s  Mr. Be a ch, who s ta te d tha t a n a pple s -to-a pple s  compa ris on wa s  pos s ible  if you s ubtra ct

18 the  long-run margina l cos ts  a s s ocia ted with trans mis s ion, s ince  rooftop s ola r is  loca ted on-s ite .880

19 Iv. POSITIONS OF PARTIES NOT PROPOSING A SPECIFIC METHODOLOGY

20

1

A. GCS ECA

21 1. GCS ECA's  P os ition

22 GC S E C A, o n  b e h a lf o f its  e le c tric  d is trib u tio n  c o o p e ra tive  m e m b e rs 8 8 1  (c o lle c tive ly,

23 "Coope ra tive s ") doe s  not propos e  a  pa rticula r me thodology for e va lua ting die  va lue  of DG or for

24

25

26

876 ld.
877 Id

878 Id

879 Id

sac Id, citing to Tr. at 1969 (TASC witness R. Thomas Beach).
sol GCSECA's electric distribution cooperative members include Dixie Escalante Rural Electric Association, Inc.,

27
Sulphur Springs Valley Electric Cooperative,

28

Duncan
Valley Electric Cooperative, Inc., Garkane Energy Cooperative, Inc., Graham County Electric Cooperative, Inc.,
Navopache Electric Cooperative, Inc., Mohave Electric Cooperative, Inc.,
Inc., and Trico Electric Cooperative, Inc.
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1 conducting a general cost/benefit analysis of DG.882 Instead, GCSECA urges the Commission to adopt

2 policies  and guide lines  tha t a re  consis tent with s tandard ra temaking principles  and flexible  enough to

3 account for each utility's  unique  characteris tics , including structure  and purpose  as  well as  diversity in

4 customers, geography, power sources, load, and growth potentia l.883 GCSECA believes that no single

5 me thodology will addre ss  each utility's  Mque  circumstances , and tha t this  is  e specia lly true  for the

6 Coopera tives, as  compared to la rger, investor-owned, integra ted utilities .884

7 GCSECA believes tha t the  ra terna ldng standard of using actua l, known and measurable  da ta

8 should be applied to a  determination of the costs and benefits of DG.885 GCSECA argues that a lleged

9 socia l or indirect benefits  a re  difficult, if not impossible , to quantify in a  ra temaking sense , and for tha t

10 rea son should not be  included in the  ca lcula tion of the  ra te  for excess  DG gene ra tion.886 Because

l l forecasts are based on inhe re ntly unknowa ble  a s sumptions , GCS ECA is  oppose d to the ir use  to

12 qua ntify the  cos ts  a nd be ne fits  of DG. In a ddition, GCS ECA s ta te s  tha t incorpora ting long-te nn

13 benefits  into ra tes  would crea te  an inequitable  mismatch by paying today for a  benefit tha t will not be

14 received until the distant future, if a t a11.**87

15 GCS ECA conte nds  tha t the  s a me  rule s  s hould a pply to the  ra te ma king formula  for DG

16 genera tion as  applies  to non-DG genera tion. GCSECA argues tha t because  socia l or indirect benefits

17 such as  environmenta l bene fits , job crea tion and avoided wa te r consumption a re  not included in the

18 ra tese tting ana lysis  for non-DG genera tion, ne ither should they be  included in the  ra tese tting ana lysis

19 for DG genera tion.888

20 GCSECA urges the Commission to adopt a  simple methodology for calculating the rate  that the

21 Coopera tives  pay for excess  DG. GCSECA be lieves  tha t the  me thodology should be  based on the

22 Cooperatives ' true  avoided costs.889 GCSECA sta tes that the  only costs avoided by DG power are  fuel

23 and energy, because  the  Coopera tives  do not provide  the ir own genera tion, but rece ive  the ir power

24

25

26

27

28

882 GCS ECA Br. Ar 2.

8s 3 Id a t 1.

s 84 Id a t 4-5.
s 85 Id. at 2.

886 ld. at 1, 2.
887 Id a t 2.
888 Id

s s h GCS ECA Br. a t 3.
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1

2

3

4

5

6

7

8

9

10

11

pursuant to wholesale contracts that contain fixed charges for generation capacity.890 GCSECA states

that as a result, any reduction in the Cooperatives' capacity requirements does not reduce their

generation capacity costs.891 GCSECA contends that DG does not reduce its distribution costs either,

and instead, may result in the need for more distribution expenditures.892

GCSECA contends that while proliferation of DG in the future could possibly result in cost

savings or other benefits, those benefits are not currently known, measureable or quantif iable, and

should therefore not be included in the calculation of  the rate the Cooperatives pay for excess

generation.893

GCSECA takes issue with TASC's and Vote Solar's claims that no cost shif t due to DG

exists,894 and its arguments in that regard appear in the sections of this Decision further below that

outline TASC's and Vote Solar's proposals, and the parties' responses thereto.

12 GCSECA believes that just as determining the appropriate valuation methodology is utility-

13 specific, so is the issue of rate design and finding the best solution to the cost shift.895 GCSECA states

14 that transition to a three-part rate with a demand charge requires capital investment in metering

15 capability and billing system upgrades, in addition to customer outreach and education, and the

16 transition for many of its member Cooperatives would be expensive and time-consuming.896 GCSECA

17 urges the Commission to adopt a flexible approach for the Cooperatives to addressing the cost shift -

18 one that takes into account the Cooperatives' unique situations as small rural non-profit cooperatives

19 that serve some of the most economically challenged areas of the state.897 GCSECA submits that there

20 are other viable options to Staflf"s proposal for a transition to a three-part rate with a demand charge,

21 such as increasing fixed costs, developing separate rate classes for DG customers, and revising net

22 metering tariffs for new DG customers.

23

24

25

26

27

28

890 Id, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 10, and Tr. at 1039-1040
(GCSECA witness David Hedrick).
891 GCSECA Br. at 3, citing to Exh. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at 10, and Tr.
1403-1404 (Staff witness Howard Solganick).
s92 GCSECA Br. at 3, citing to Exp. GCSECA-1, Direct Testimony of GCSECA witness David Hedrick, at ll.
893 GCSECA Br. at 3.
894 Id at 7.
895 Id.
896 Id
897 Id
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2. Responses to GCSECA's Position

a. TASC

4

5

6

7

8

TASC disa gre e s  with GCSECA's  pos ition tha t a ny me thodology a dopte d a pplica ble  to the

Cooperatives should only include avoided fuel and energy costs.898 TASC opposes the adoption in this

docket of a  separate methodologies for the Cooperatives than for other utilities, and asserts dirt it would

be appropriate  to evaluate  the costs and benefits of rooftop solar in Cooperative rate  cases with the aid

of the  record in this  docket

b .  S ta ff

9 Staff agrees  with GCSECA tha t the  Coopera tives  a re  diffe rent in important respects  from the

10 other utilitie s  pa rticipa ting in this  proceeding. S ta ff be lieves  tha t given the  diffe rences , and tha t many

11 of the  Coope ra tive s  s e rve  rura l a re a s  a nd ha ve  highe r cos ts  in ge ne ra l, a ny me thodology the

12 Commiss ion adopts  should a llow for the  unique  circumstances  of die  Coope ra tive s  to be  taken into

13 account

14 B. IBEW Lo c a ls

1. IBEW Loca ls ' P os ition

16 The  IBEW Loca ls  s ta te  tha t they inte rvened in this  matte r to insure  the  sa fe ty and well-be ing

IBEW Locals assert that

18 assessment of the value and cost of DG affects its members because the bidirectional flow of electricity

19 required for DG interconnections crea tes new safe ty hazards for its  members working on the  lines, and

20 the  imbalance  in cost sharing for DG use  of the  grid be tween DG and non-DG customers  jeopardizes

21 job s tability for utility workers  and reduces  utility's  ability to provide  a  sa fe  and e fficient workplace .902

22 In addition to backfeed issues  for e lectrica l workers , IBEW Loca ls  s ta te  tha t rooftop sola r can crea te

28

TASC Reply Br. at 25
I d
Staff Reply Br. at 14

901 IBEW Locals Br. at 2
I d

903 IBEW Locals Br. at 4, citing to Tr. at 1901 (TASC witness R. Thomas Beach).
904 IBEW Locals Br. at 4
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1

2

3

4

5

6

7

8

9

10

11

12

13

a s s e rt tha t in a s s e s s ing the  va lue  a nd cos t of DG in this  docke t, the  Commis s ion s hould pla ce  the

inte re s ts  of the  IBEW Loca ls ' me mbe rs  on pa r with the  inte re s ts  of utility pa trons , purs ua nt to Article

The  IBEW Loca ls  a s s e rt tha t s ola r DG doe s  not re duce  the  dis tribution cos ts  of providing utility

s e rvice , be ca us e  the  e ne rgy produce d is  inte rmitte nt, a nd the  s ize  of the  fa cilitie s  re quire d to s e rve

a rgue  tha t die  cos t s hift from s ola r DG cus tome rs  to non-DG cus tome rs  ha s  be come  a  cos t s hift from

affluent familie s  to low-income  familie s , becaus e  s ola r DG is  not ava ilable  to thos e  living in apa rtments

or multi-unit low-income  hous ing, or thos e  living in s ingle -fa mily home s  but not pos s e s s ing a  cre dit

s core  and die  means  neces s a ry to lea s e  a  rooftop s ola r unit.907 .The  IBEW Loca ls  a s s e rt tha t the re  a re

a ls o ne ga tive  impa cts  on rura l e le ctric utility cus tome rs  who a re  incuring highe r dis tribution a nd fixe d

cos ts  due  to  DG inte rconne c tions  on the ir u tilitie s ' s ys te ms .908 The  IBEW Loca ls  a rgue  tha t the

Commis s ion la cks  the  a uthority to s ubs idize  priva te , unre gula te d compa nie s  a t the  e xpe ns e  of a nd to

14 mc detriment of ra tepayers, that such subsidization is  inherently unjust, and that incorporating societa l

15 a nd non-e conomic be ne fits , which a re  u qua ntifia ble  a nd unknown, into ra te s  will e xa ce rba te  the

16 prob1em.909

c. AIC17

18 Overview

AIC advoca te s  the  e limina tion of a ll s ubs idie s , including thos e  embedded in exis ting ra te  des ign

20 a nd thos e  ca us e d by the  re ta il e xport cre dit pa id unde r curre nt ne t me te ring policie s .910 AIC a s s e rts

21 tha t the re  is  no public  policy ra tiona le  to e xis ting s ubs idie s  to rooftop s ola r cus tome rs , a nd tha t a ny

22 va lue  of rooftop  s o la r de te rmine d  in  th is  p roce e ding  s hould  re s u lt in  a  le ve l p la ying  fie ld  for a ll

23 te chnologie s , a nd re cognize  the  ba s ic  cos t of s e rvice  princ iple  tha t cus tome rs  s hould pa y for the

24 s e rvice s  the y us e .911 AIC a cknowle dge s  tha t it is  a  policy de cis ion for the  Commis s ion whe the r to

19

25 905 Id at 2.
26 906 Id at 4-5, citing to Exh. IBEW-2, Rebuttal Testimony of IBEW Locals witness Scott Northrup, at 6.

27

28

9o7 IBEW Local Br. at 6.
908 Id
909 IBEW Locals Reply Br. at 2-3 .
910 AIC Br. at 3-11.
911Id. at 3.

1 .
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2

5

6

continue  to subsidize  the  rooftop solar industry, but a rgues tha t if subsidies  a re  to be  continued, they

should be made open and transparent so that customers know what they are paying

AIC s ta te s  tha t the  only me thod for va luing rooftop sola r e xports  tha t is  like ly to re sult in a

figure  tha t e xce e ds  the  utility ra te , the re by re ta ining the  curre nt profita bility ma rgin for the  rooftop

solar industry, is  one  based on a  long-term outlook tha t includes subjective  and specula tive  inputs

AIC asserts  tha t any such method is  guaranteed to produce  a  flawed result tha t would jus tify paying

rooftop solar customers (and Harough them, the rooftop solar industry), a  rate  that exceeds the savings

8 to a ll othe r cus tome rs  in the  long run

9 AIC believes that Arizona 's  advanced energy future  depends on the  rooftop solar industry itse lf

10 evolving, a long with the  evolution of ra te  des ign, pricing s igna ls , and technologies ." AIC a rgues  tha t

in the past, the rooftop solar industry has innovated its business model to survive the termination of up

12 front incentives , which were  a lso intended to spur deployment. AIC be lieves  tha t e limina ting the  ne t

13 mete ring subsidy will crea te  rea l competition in the  sola r dis tribution genera tion marke t, thus  spurring

14 deve lopment of new business  models  and technologies , a ll to the  benefit of a ll utility customers

AIC urge s  the  Commiss ion to e s ta blish a  re gula tory re gime  tha t a pplie s  broa dly not to jus t

16 rooftop sola r, but to a ll emerging technologies , and will support utilitie s ' a ttempts  to incorpora te  those

17 technologies  into the  grid wide  fa ir rega rd to a ll utility cus tomers .917 AIC asse rts  tha t such a  regime

18 should acknowledge  tha t cus tomers  us ing rooftop sola r and other behind-the-mete r technologies  a re

sufficiently diffe rent. from othe r cus tomers  to jus tify the ir inclus ion in a  sepa ra te  cus tomer cla ss  for

20 cost of service purposes, that ra te  design should reflect how customers use the grid, and that customers

21 who e xport e ne rgy from a ll type s  of dis tribute d ge ne ra tion s hould be  compe ns a te d for s a vings

22 (demonstra ted through tangible  evidence) tha t they bring to other utility customers

23

24

AIC Reply Br. at 4
Id

AIC Br. at 2-3
AIC Reply Br. at 4, citing to Tr. at 1010 (APS witness Ashley Brown)
AIC Reply Br. at 12
Id
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2 . Avoide d Cos t for Exports

AIC be lie ve s  tha t wha te ve r me thod the  Commis s ion de cide s  to us e  to va lue  s ola r, it s hould

3 a pply only to rooftop S ola r e xports , a nd not s e lf-cons umption, a s  a gre e d by a ll pa rtie s  pa rticipa ting in

4 this  proce e ding, with the  e xce ption of Ruco.919 AIC a dvoca te s  s e tting the  rooftop s ola r e xport ra te

5 based on transparent, re liable , and cos t-based da ta .920 AIC be lieves  tha t the  export ra te  should be  based

1

6

7

on the  utility's  short-te rm avoided cos ts  (primarily fue l cos ts , O&M expense s , and line  losse s ), and

should be  ca lcula ted on a  time-of-use  or specific hourly bas is  to the extent practical, as opposed to a

8 monthly ba s is .921 AIC conte nds  tha t this  type  of compe ns a tion is  tra ns pa re nt, fa ir a nd s us ta ina ble  for

9 all s takeholders .922

10 3. S ubs idie s  in Ra te  De s ign a nd Re ta il Export Cre dit

AIC a s s e rts  tha t the  evidence  in this  proceeding demons tra te s  tha t unde r today's  two-pa rt ra te s ,11

12

13

couple d with e xis ting ne t me te ring po1ic ie s ,the re  is  a  s hifting of cos ts  tha t is  giving rooftop s ola r

cus tome rs  a  "fre e  ride  on the  utility s ys te rn."923 AIC a s s e rts  tha t AP S 's  a nd TEP 's  cos t s tudie s

14 demonstrate that the cost to serve a rooftop solar customer is higher than the cost to serve the average

15 residential customer, and that rooftop solar customers pay significantly less than that cost.924 AIC

16 contends that the evidence in this proceeding shows that rooftop solar customers in APS's service

17 territory on a two-part rate pay 36 percent of the cost to serve them, and those on APS's three-part rate

18 schedule ECT-2 pay 72 percent of the cost to serve them.925 AIC asserts that the amount of costs

19 currently avoided per APS rooftop solar customer on a two-part rate is $804 annually, with the total

20 annual amount over $580 million.926

2 1  I

22

AIC asserts that the current net metering policy of month to month banking of credits for rooftop

solar exports, which allows die ability to carry over unused credits, exacerbates the effect of rate design

23

24

25

26

27

28

919 AIC Reply Br. at 2.
920 Id at 5.
921 AIC Br. at 10, citing to Tr. at 509 (AIC witness Michael O'Sheasy), and Tr. at 1854 (TASC witness R. Thomas Beach).
922 AIC Br. at 11.
923 Id at 3, citing to Tr. at 845 (TEP/UNSE witness Edwin Overcast).
924 AIC Br. at 4, citing generally to Exh. APS-1, Direct Testimony of APS witness Leland Snook, Exh. TEP-1, Direct
Testimony of TEP/UNSE witness Carmine Tillman, and Exh. TEP-3, Direct Testimony of TEP/UNSE witness Edwin

Overcast.
925 AIC Br. at 4, citing to Tr. at 103 (APS witness Leland Snook).
926 AIC Br. at 4, ci g to Tr. at 116 (APS witness Leland Snook). AIC refers to this amount as a cost shift. These figures
do not reflect the portion of these costs that APS is currently recovering through its LFCR.

2
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l ine quitie s  for rooftop s ola r cus tome rs .927 AIC conte nds  tha t the  policy a llowing s uch "ba nking" ha s

2 promote d ove rproduction of rooftop s ola r e ne rgy in non-s umme r months  in orde r to "ba nk" e nough

3 re ta il cre dit "to ge t through the  s umme r months  without ha ving to pa y for the  e ne rgy ge ne ra te d a nd

4 de live re d by the  utility tha t wa s  cons ume d by the  cus tome r."928 AIC s ta te s  tha t this  ba nking le a ds  to

5

6

8

9

10

11

12

rooftop solar customers not paying their fair share of energy costs, because energy generated during

non-summer, low energy-cost months is not as valuable to the utility system as the energy delivered in

7 summer, high energy-cost rnonths.929

4. Rooftop Solar Customers as Partial Requirements Customers

AIC argues that the cost studies presented by APS and TEP/UNSE in this case demonstrate that

rooftop solar customers and the average residential customer have sufficiently different usage patterns

to justify treatment of rooftop solar customers as a separate rate class.93° AIC argues that as a matter

of law, it is not discriminatory to treat customers who are not similarly situation dissimilarly, but rather

13 tha t cus tome r cla s s ifica tion is  a  routine  pa rt of a lloca ting cos ts  to cos t-ca us e rs  during the  ra te ma king

14 proces s .931 AIC as s e rts  tha t a  s epa ra te  cla s s ifica tion for rooftop s ola r cus tomers  is  ca lled for, becaus e

15 no othe r type  of cus tome r e xports  e ne rgy to the  gIlid.932 In a ddition, AIC points  out tha t rooftop s ola r

16

17

18

19

20

21

customers' differing usage patterns are due not to an overall reduction in energy usage, such as occurs

with customers who adopt energy efficiency measures, but are due instead to major differences in the

load pattern of rooftop solar customers.933 AIC asserts that while energy efficiency customers typically

reduce their overall energy consumption by 5-10 percent, rooftop solar customers have a 70 percent

reduction in energy usage, but only during certain periods of the day, and they may have sudden and

dramatic increases to their demand requirements.934

22

23

24

25

26

27

28

927 AIC Br. at 5, AIC Reply Br. at 3.
928 AIC Br. at 5, citing to Exh. TEP-1, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 5.
929 AIC Br. at 5, citing to Exh. TEP-I, Direct Testimony of TEP/UNSE witness Carmine Tillman, at 5, and Exh. TEP-3,
Direct Testimony of TEP/UNSE witness Edwin Overcast, at 13.
930 AIC Br. at 5-7, AIC Reply Br. at 2.
931 AIC Reply Br. at ll.
932 Id

933 AIC Br. at 7.
934 Id, referring to Exh. Aps-l, Direct Testimony of APS witness Leland Snook, at 25.
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1 Demand Ra te s

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

AIC contends that the best and most efficient way to eliminate cross-subsidization of rooftop

solar customers by other customers is to implement demand rates, with an energy charge set at the

utility's avoided cost.935 AIC believes that proper cost recovery from all customers can be

accomplished through implementation of a three-part, cost-based rate structure comprised of: (1) a

customer charge, which includes charges for billing, metering, and maintaining a minimum sized

system; (2) a demand charge, which includes charges for the impact to the utility system due to

fluctuations in a customer's individual demand, and (3) an energy charge, which is die cost of the

energy delivered (or may include additional fixed costs if the demand charge was set too low).936

AIC believes that a three-part demand rate automatically sends proper price signals, and aligns

better wide cost causation than current two-part rates (which lack a demand charge).937 AIC advocates

the use of accurate price signals based on actual cost and cost causation, because accurate price signals

minimize subsidization and require customers to pay their "fair share."938 Better price signals,

according to AIC, would allow all customers to manage demand as well as consumption, and would

incept the rooftop solar market to invest in new technologies to benefit both the electric system and

customers.939 AIC contends that rates not based on costs raise questions of fundamental fairness and

long run sustainability, and are more likely to result in cost shifting.940 AIC argues that if Me

Commission wishes to continue to subsidize rooftop solar, it should do so in a clear and transparent

manner, and not continue to cloak subsidies in rate design.941

20

21

22

23

24

25

26

27

28

935 AIC Br. at 10.
936 AIC Br. at 8, citing to Tr. at 1415-1416 (Staff witness Howard Solganick).
937 AIC Br. at 8.
938 Id at 9, citing to Exh. AIC-1, Direct Testimony of AIC witness Michael O'Sheasy, at 6.
939 AIC Br. at 8, citing to Exh. APS-1, Direct Testimony of APS witness Leland Snook, at 24, and Tr. at 1009 (APS witness
Ashley Brown).
940 AIC Br. at 10, citing to Tr. at 525 (AIC witness Michael O'Sheasy), and Tr. at 1341 (Staff witness Howard Solganick).
941 AIC Br. at 10.
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CONCLUS IONSl v .

2

3 The  pa rtie s  a ll agree  tha t rooftop sola r exports  should be  va lued based on an avoided cos t

4 methodology. Beyond tha t, the  parties ' proposals  and positions on an appropria te  methodology for the

5 valuation of DG are varied. APS and TEP/UNSE each presented COSS models that they proposed be

6 used to de te rmine  the  costs  to se rve  rooftop sola r customers . Those  COSS models  were  a  subject of

A. Overview

7 debate  as well, regarding not only substantive  issues, but a lso procedural issues.

8 APS advoca tes  adoption of one  of two va lue  of DG proposa ls : APS 's  Proposed Short-Term

9 Avoided Cost methodology, which would base  compensa tion for rooftop sola  exports  on the  price  for

10 short-term solar energy a t the  Palo Verde Hub, and APS's Proposed Grid-Scale  Adjusted methodology,

l l which would ba se  compe nsa tion for rooftop sola r e xports  on a  re ce nt P P A for utility-sca le  sola r,

12 adjusted to account for opera tiona l diffe rences  be tween utility-sca le  sola r and rooftop sola r.

13 TEP/UNSE advocates adoption of one of two value of DG proposals: STEP/UNSE's Proposed

14 PPA Proxy, which would base  compensa tion for rooftop sola r exports  on the  price  of its  most recent

15 PPA for grid-sca le  sola r, and STEP/UNSE's  P roposed CCOS me thodology, which is  a  compara tive

16 costing analysis , based on two separate  cost of service  studies, one of which assumes no rooftop solar

17 ("Uta h mode l").

18 Vote Solar, TASC, RUCO, and Staff a ll propose adoption of avoided cost methodologies based

19 on multi-fa ctor va lua tion me thods  to de te rmine  a  va lue  of DG for cons ide ra tion in de te rmining how

20 rooftop sola r cus tome rs  a re  compe nsa te d for the ir e xports . Vote  Sola r a nd TASC propose  tha t the

21 me thodology cons ide r a ll of a  broa d ra nge  of be ne fit/cos t ca te gorie s . RUCO propose s  tha t the

22 me thodology not e xa mine  difficult to  de te rmine  a nd de  minimum be ne fit/cos t ca te gorie s , or

23 controve rs ia l economic and socie ta l cos t or bene fit ca tegorie s . S ta ff proposes  tha t the  me thodology

24 not examine  socie ta l bene fits , tha t it examine , but probably not include  environmenta l bene fits , and

25 tha t it include  various  adders  to incentivize  desirable  system a ttributes  DG can offe r.

26 Vote  Sola r, TASC and RUCO a ll advoca te  for an ana lysis  tha t includes  a  long-te rm, 20 to 30

27 yea r forecas ting view. S ta ff pre fe rs  a  short-te rm, 5 yea r forecas ting view, but s ta te s  tha t its  avoided

28 cost proposa l could accommodate  a  long-te rm ana lysis . In the  event a  long-te rm forecasting view is
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a. Rooftop solar customers are partial requirements customers and should be placed in
their own separate  class of customers,

b. APS's proposed cost of service methodology - through which i) costs are allocated
using rooftop solar customers' entire load, and ii) rooftop solar customers are fully
credited for the verifiable energy and capacity benefits they supply to the grid -- is
appropriate and reasonable,

1 adopted, S ta ff proposes  tha t only easily quantifiable  long-te rm costs  and benefits  should be  included

2 in the  ana lys is , in orde r to minimize  the  potentia l for ove rpayment by non-DG cus tomers .

3 In addition to Sta ffs  Avoided Cost methodology, S ta ff proposes  adoption of S ta ff' s  Resource

4 Comparison Proxy methodology. S ta ff' s  Resource  Comparison Proxy mediodology would de te rmine

5 a  we ighted ave rage  cos t of each individua l utility's  PPAs and utility-owned grid-sca le  facilitie s . S ta ff

6 advocates  tha t both its  proposed methodologies  be  adopted for use  in ra te  cases to de termine  a  va lue

7 of DG for considera tion in de termining how rooftop solar customers  a re  compensa ted for die ir exports .

8 RUCO advocates  tha t an initia l ra te  be  se t for a ll rooftop solar production, both se lf-consumed

9 a nd e xporte d, us ing a  long-te rm, 20 to 30 ye a r cos t/be ne fit a na lys is  tha t incorpora te s  only e a s ily

10 quantifiable  long-te rm cos ts  and bene fits , to which a  declining, adjus table  s tep-down mechanism be

l l applied for the  compensation of rooftop solar exports . RUCO is  the  sole  party advocating tha t rooftop

12 solar customers  a lso be  a llowed to choose  to pay for the ir se lf-consumed production a t the  same leve l

13 as their export compensation.

14 GCSECA and AIC participated in the hearing, presented testimony through witnesses, and filed

15 brie fs . They proposed no s tudies  of the ir own, but support adoption of a  marke t based or cos t based

16 me thodology. GCSECA advoca tes  tha t the  Coopera tives , due  to the ir unique  s itua tions , be  a fforded

17 flexibility in va lua tion and ra te  des ign solutions  in order to avoid economic and opera tiona l ha rdships .

18 B. Recommenda tions of the  P a rtie s

19 The specific recommendations of the  parties  as  provided in the ir brie fs  a re  as  follows:

20 1. APS

21 APS requests  that the  Commission make the  following factual findings and conclusions, based

22 on the  evidence  in this  proceeding:

23

24

25

26

27

28
c. The amount paid for energy exported to the grid from rooftop solar should be based
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on market or cost-based data,

d. Either APS's Short-term Avoided Cost or Grid-Scale Adjusted value of solar
Methodologies should be used to determine the amount paid for energy exported to
the grid from rooftop solar, and

Rates should be based on a COSS, long-term forecasts should not be used to set

rates or establish the amount paid for energy exported to the grid from rooftop solar.
942 -

2. TEP/UNSE

TEP/UNSE request:

that the Commission adopt one of its proposed medmodologies to value rooftop solar,
a nd be lie ve  tha t for e fficie ncy's  s a ke , its  P P A P roxy me thodology is  the  mos t
feasible  approach and will be  the  least controversia l to apply;

b. that the PPA proxy reflect recent PPAs that accurately reflect the current cost of PV
systems, not of older, costlier systems,

tha t it be  made  clea r tha t any va lua tion methodology does  not include  banking or
ne tting of DG energy a t re ta il ra tes ,

d. tha t to the  extent the  Commiss ion includes  socie ta l and forward-looking bene fits ,
tha t the  bene fits  be  sepa ra te ly identified from the  utility's  cos t of se rvice , be  pa id
outside  of avoided cost payments, and be  recovered through a  separate  charge on
cus tomers ' bills , and

that the Commission commence a Rulemaking to review and amend the current Net
Metering Rules to track the outcome of this docket.943

3. Vote  Sola r

Vote Solar makes the following recommendations:

a. Direct the utilities to conduct a value of solar analysis using Vote Solar's
proposed long-term benefit and cost methodo1ogy.944

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

b. Reject the  cost of se rvice  evidence  provided by APS and TEP/UNSE in this
proceeding. Vote  Sola r reques ts  tha t the  Commiss ion find them irre levant
to  the  va lue  of s o la r a na lys is , find  tha t the y s uffe r from s ign ifica n t
methodological flaws, and find that they suffer from transparency issues.945

942 APS Br. at 2.
943 TEP/UNSE Br. at 15, TEP/UNSE Reply Br. at 2, 5.
944Vote Solar Reply Br. at 41, Vote Solar Reply Br. at 26.
945 Id
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1 4. TAS C

TASC recommends tha t the  Commission take  the  following actions:2

3 a. Require  use  of a  framework that incorporates a  methodology premised on the  long-
tenn avoided costs  ofDG ,

4

5
b. P lace  no weight on the  cos t of se rvice  s tudies  provided in this  docke t,

6 Require use of a methodology that analyzes and accounts for the non-economic and
societal benefits the Commission determines are created via the adoption ofDG,

7
d. Reject proposals to set compensation rates premised on a proxy rate set by utility-

scale solar rates,8

9

10

e . Ke e p curre nt Ne t Me te ring Rule s  in pla ce ,

Reject the  crea tion of a  new class  for residentia l DG customers,
11

1 2

1 3

g. Re ga rdle s s  of a ny a ction  ta ke n in  th is  docke t, re cognize  the  right of a ll DG
customers that have submitted interconnection applica tions for DG systems prior to
any final Order issued in any rate  case where changes to net Metering or rate  design
are  considered be  fully grandfa thered and continue  to utilize  currently-implemented
ra te  de s ign a nd ne t me te ring, a nd be  s ubj e t to  curre ntly-e xis ting rule s  a nd
regula tions  impacting DG, and

1 4

1 5

1 6

1 7

h . Is s ue  a n  Orde r a cknowle dg ing  tha t a ny a c tion  ta ke n  he re in  is  a dvis ory o r
informationa l only and the  specific e lements  of any me thodology utilized in future
ra te  cases will be  subj e t to review in each individual ra te  case  and that the  ultimate
applicability of any value  determined in a  ra te  case  can be  acknowledged in ra tes in
various ways to be determined separately in each utility rate case.9461 8

1 9 5. RUCO

RUCO recommends tha t the  Commission:

Adopt a 20 year long-term, but conservative (due to future uncertainties), avoided cost
methodology which:

2 0

2 1

2 2

2 3
1) Does not include hard to determine and de minimum cost/benefit categories,

and

24

25

26

2) Does not include controversial economic and societal cost/benefit
categories,

b. Allow whichever methodology ultimate ly adopted to be  applied to both se lf-consumed
rooftop solar and rooftop solar exports , as the  Commission in individual ra te  cases sees

27

28 946 TASC Br. at 27-28; TASC Reply Br. at 25-26.
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1
it; a nd

2

3

c. Regardless . of the methodology adopted, allow room for a declining step down
mechanism that can be easilyadjusted based on locational value, technology advances,
REST compliance, and solar cost trends.947

4

6. S ta ff
5

6 Staff recommends that the Commission:

7

8

9

Adopt both of Staff' s  proposed methodologies for use  in future  e lectric utility ra te  cases
to inform the  Commis s ion's  de cis ion-ma king in thos e  ca s e s  on re la te d policy a nd
ra temaking issues,948 because  adoption of both its  methodologies for considera tion in
ra te  cases  would give  the  Commiss ion maximum flexibility to address  the  issues  in a
fair and balanced manner.949

1 0

11 e.

1 2

13

Re cognize  the  conce pt of gra dua lis m  whe n a dopting  m e thodologie s .950  S ta ff a s s e rts
th a t it is  c ritic a l th a t th e  C o m m is s io n 's m o ve a wa y fro m  th e  c u rre n t fra m e wo rk b e
a ccom plis he d in a  gra dua l rna nne r.951 S ta ff s ta te s  tha t RUCO de s c ribe d  the  conce pt
we ll, s a ying the  m e thodology s hould  not be  a  "blunt ins trum e nt de s igne d to  cut off the
s ubs idy a ll a t once  ... but a  com m on s e ns e , gra dua l, propos a l which  is  s e ns itive  to  the
s ola r bus ine s s  m ode l while  a t the  s a m e  tim e  a ddre s s ing the  cha nging DG m a rke t."952

14

15 f. Allow for the  unique  circumstances of the  Coopera tives to be  taken into account when
adopting methodo1ogies.95316

17

18

19

g. Provide  specificity with respect to the  methodology adopted, including the  lis t of inputs ,
a nd whe the r the y a re  to be  ca lcula te d on a  short-te rm, long-te rm, or some thing in
be twe e n a  s hort- a nd long-te rm ba s is , a nd ide ntifying a ny a ppropria te  a dde rs  or
adjustments to the methodology.954

20

2 1
Adopt the  f01l0Mn8 guidelines for the  adopted methodology, in order to facilita te  timely
processing within a  ra te  case . Staff requests  tha tthe  methodology be:

22

23
1) Tra ns pa re nt: a ll inputs , a s s umptions  a nd ca lcula tions  s hould be  cle a rly

described and explained,

24

25

26

27

28

947 RUCO Reply Br. at 1-2.
94:3 Staff Br. at 33, Staff Reply Br. at 1-2.
949 Staff Reply Br. at 15.
950 Id
951 Id

952 Id, citing to RUCO Br. at 38.
953 Staff Reply Br. at 14.
954/d at 16.

h .

d.
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2) Accessible: i.e., the cost-benetit calculation should be made available to the
public in the form of an electronic spreadsheet that is published on the
Commission's website, and

3) Flexible : to a llow for the  ability to change  inputs  and assumptions  used in the
calculation which are  likely to change over time.955

i. Re quire  utilitie s  to provide  a ny unde rlying da ta  of the  utilitie s  tha t the  me thodology
re lies  upon to be  made available  immedia te ly for pending ra te  cases, or within 30 days
of the  filing of a  ra te  case .

j~ Require  the  adopted methodology/methodologies  adopted by the  Commission to have
spreadshee ts  with links  be tween inputs  and outputs  which a re  ava ilable  to a ll pa rtie s .
S ta ff recommends  tha t in the  event this  will take  time  to accomplish, the  pa rty whose
methodology was adopted should be required to perform the analysis within the required
time period, and make all assumptions and inputs of its  analysis available  to others.956

k. Hold a n e vide ntia ry he a ring, a fte r a llowing a  s pe cifie d pe riod of time  for pa rtie s  to
de ve lop the ir pos itions  ba s e d upon us e . of the  me thodologie s  s pe cifie d by the
Commis s ion. S ta ff be lie ve s  tha t if the  me thodologie s  a re  ma de  a va ila ble  a s  S ta ff
recommends , and the  utility has  provided the  necessa ry inputs , the  pa rtie s  should be
a ble  to de ve lop the ir pos itions  within 30-45 da ys . S ta ff s ta te s  tha t if the  e vide ntia ry
hearing for a rate case has not been held yet, the value of DG issue could be incorporated
into tha t hearing. S ta ff does  not recommend a t this  time  tha t the  Commiss ion require ,
a s  re comme nde d by Vote  S ola r, the  utilitie s  to re ta in a n inde pe nde nt third-pa rty to
conduct the analysis, but if the Commission decides to enlist the services of a  third party,
S ta ff re comme nds  tha t die  third pa rty be  re quire d to pe rform its  work within the
timeframes S ta ff recommends for the  utilitie s .

1. Specify any follow-up proceedings that may be necessary, and the timing of any of those
follow-up proceedings .

m. Reject requests that the issue of whether rooftop solar customers should be treated as a
separate class for rate design purposes be determined in this proceeding.

7. GCS ECA

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

22

23 GCS ECA a s s e rts  tha t the  following findings  a re  s upporte d by the  re cord, a re  jus t a nd

24 Treasonable , and in the  public interest:

25

26

27

28

a. The  appropria te  method for va luing DG and de te rmining the  ra te  to be  pa id
for excess  DG genera tion is  a  utility-specific question,

955 Id, referring to Exh. RUCO-2, Direct Testimony of RUCO witness Lon Huber, at 8.
956 Staff Reply Br. at 16.
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1
b. Rates should be set based on actual, known, measurable, and quantifiable

data, not long-term forecasts or speculative benefits,

2
c. The  a ppropria te  ra te  for the  Coope ra tive s .to pa y for e xce ss  DG ge ne ra tion is

the ir true a voide d cos ts , which a re  limite d to the ir a voide d whole sa le  e ne rgy
a nd fue l cos ts ; a nd

3

4

5

6

d .  Th e  C o o p e ra tiv e s  s h o u ld  b e  a ffo rd e d  fle xib ility to  d e v e lo p  ra te  d e s ig n
solutions  to the  cos t shift caused by DG and should not be  required to comply
with a ny one -s ize -fits -a ll re qLulre m e nts  tha t would im pos e  e conom ic  a nd
opera tiona l hardships.957 .

7
8. IBEW

8

9 The IBEW Locals  request:

10

11

a. that the Commission "adopt a methodology that does not continue the
subsidization of rooftop solar companies and only attributes value and cost to
tangible, measureable benefits,"95** and clearly separates the utilities' cost of
service from societal or forward-looking benefits.959

12

13 dra t the  DG-re la te d  cos ts  of d is tribution ,  line  los s e s ,  a nd  pro te c ting  a ga ins t
increased sa fe ty haza rds  be  conside red, and tha t equity, sa fe ty, and the  we ll-be ing

14

15

16

9. AIC

17
AIC requests that the  Commission conclude that:

a . subsidies  should be  e limina ted from ra te  design and ne t metering,
18

19
b. rooftop sola r cus tome rs  a re  more  e xpe ns ive  to se rve  tha n the  a ve ra ge  re s ide ntia l

cus tome r,

20
c.

2 1

the  cha ra cte ris tics  of rooftop sola r cus tome rs  a re  sufficie ntly dis tinct to ma ke  the m a
dis tinct ra te  cla ss  for cos t of se rvice  purpose s ,

22

23

d. subsidies and the current cost shift can be mitigated by changes to residential rate
design (such as a three-part demand rate),

24 e. the method for valuing exported rooftop solar should be cost-based, and

25

26

27

28

957 GCSECA Br. at 1.
95s IBEW Locals Reply Br. at 4.
959 IBEW Locals Br. at 7.
960 Id
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£ a utility's short-term avoided cost, calculated on an hourly or time of use basis, should
be used to set the rate for rooftop solar exports in the utilities' next rate cases.961

C. Establishing a Value of DG Methodology in This Proceeding

1

2

3

4

5 TAS C conte nds  tha t e s ta blis hing a  binding va lue  of s ola r Me thodology would go be yond the

6 s cope  of this  proce e ding a s  s e t forth in  the  public  notice  of the  he a ring.962 TAS C a s s e rts  tha t the

7 Commiss ion should ins te a d "indica te  tha t it would pre fe r tha t the  long-te rm a voide d cos t me thodology

8 be  furthe r ve tte d in e a ch utility ra te  ca se  a s  it will re sult in a n a ccura te  a s se ssme nt of the  a ctua l va lue

9 of DG a nd furthe r promote  optima l DG policy."963

10 S pe c ific a lly,  TAS C re que s ts ,  a s  s e t fo rth  a bove ,  tha t the  Com m is s ion  "[l]s s ue  a n  O rde r

11 a cknowle dging tha t a ny a ction ta ke n he re in is  a dvisory or informa tiona l only a nd the  spe cific e le me nts

12 of a ny me thodology utilize d in future  ra te  ca s e s  will be  s ubj e t to re vie w in e a ch individua l ra te  ca s e

13 a nd tha t the  ultima te  a pplica bility of a ny va lue  de te rmine d in a  ra te  ca se  ca n be  a cknowle dge d in ra te s

14 in va rious  ways  to be  de te rmined sepa ra te ly in e ach utility ra te  ca se ." 964

15 TAS C conte nds  tha t "[c]a lls  for a  de cis ion tha t binds  future  docke ts  or s e ts  forth guide line s  or

16 proce dure s  tha t mus t be  a dhe re d to in the  future  a re  a sking the  Commiss ion to promulga te  or a me nd

17 a dm inis tra tive  rule s  by im prope r m e a ns  a nd m us t be  re je c te d."965 TAS C cla im s  tha t the re  wa s  no

18 indica tion of the  pote ntia l for a  m e thodology to  be  e s ta blis he d in  th is  proce e ding for us e  in  o the r

19 docke ts , a nd tha t the  notice  ma de  no indica tion tha t the  outcome  of this  proce e ding would be  binding

2 0 or conclus ive  in future  ra te  ca s e s .966 TAS C a s s e rts  tha t a  rule ma ldng would be  re quire d to a dopt a

2 1 me thodology to be  use d in e ve ry subse que nt ra te  ca se  a s  the  sole  de te rmining fa ctor for va luing sola r,

2 2 a nd tha t the  Commiss ion is  limite d in this  proce e ding to the  is sua nce  of a  policy s ta te me nt, or the  use

23 of the  evidence  ga the red in this  docke t to bea r on a  future  rulemaking.967

2 4

25

26

27

28

1. TASC's  Request

961 AIC Br. at23, AIC Reply Br. at 3, 12.
962 Id at 23-24.
963 TASC Reply Br. at 4.
964 TASC Br. at 27-28, TASC Reply Br. at 25-26.
965 TASC Br. at 3.
966 Id

967 TASC Br. at 26-27.
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1 2. APS 's  Res pons e

2

3

4

5

6

7

8

9

10

AP S  conte nds  tha t TAS C's  pos ition is  contra ry to the  public notice  provide d of this  proce e ding,

contra ry to good public policy, not s upporte d by re le va nt la w, a nd is  a n e ffort to pre s e rve  the  curre nt

s tructure  of cros s -s ubs idiza tion of rooftop s ola r cus tome rs  by cus tome rs  without rooftop s ola r.968

Citing  to  the  proce dura l ba ckground which  culmina te d  in  the  ge ne ric  proce e ding le a ding to  th is

De cis ion, a nd to the  re cord in this  proce e ding re ga rding cros s -s ubs idiza tion of rooftop s ola r, AP S

a s s e rts  tha t more  de la y will ha rm cus tome rs  a nd wa s te  re s ource s .969 AP S  conte nds  tha t "TAS C ha s

ha d e ve ry opportunity to introduce  e vide nce  on e ve ry a s pe ct of DG, rooftop s ola r, ne t me te ring, the

cos t s hift, a nd re la te d cos t of s e rvice  is s ue s ," the re  is  no cre dible  re a s on to de la y furthe r, a nd the  time

to act is  now.970

11

12

13

14

15

16

17

18

AP S  as s e rts  tha t the  public notice  provided in this  proceeding was  broad enough to encompas s

a ny outcome  the  Commis s ion finds  a ppropria te . 111 AP S 's  opinion, the  notice 's  re fe re nce  to future

proceedings  for a ll public s e rvice  companie s  provided notice  tha t the  Commis s ion intended to crea te  a

me thodology tha t would be  broa dly a pplica ble , a nd pe rmits  the  fa cts  found in this  ge ne ric proce e ding

to be  binding in  future  utility ra te  ca s e s .97 ' AP S  a rgue s  tha t e s ta blis hing a  me thodology in this

proce e ding is  a  ra te ma king function tha t fa lls  outs ide  the  Rule ma king proce s s  of Me  AP A.972 AP S

points  out tha t the  Commis s ion's  ple na ry powe r ove r ra te s  is  not confe rre d by the  le gis la ture , which

cre a te d the  AP A, but is  dire ctly gra nte d by the  Arizona  Cons titution.973 AP S  conte nds  tha t s ubje ct to

19 I . n c .
due  proce s s , the  Commls s lon ma y a ct e ithe r through a  ge ne ra l rule ma king or through orde rs  s pe e lfic

20
to each public se rvice  corpora tion, as  required by the  s itua tion, and is  not subject to the  legis la ture 's

overs ight.974 APS argues  tha t flexibility in the  accomplishment of regula tory goa ls  is  important, and

22 |
tha t a  rigid requirement for a  rulemaking :

23

21

24
would ma ke  the  a dminis tra tive  proce s s  infle xible  a nd inca pa ble  of de a ling wide  ma ny
of the  s pe c ia lize d  proble ms  which  a ris e . (Cita tion  omitte d). No t e ve ry p rinc ip le

25

26

968 APS Reply Br. at 12-15.

969 Id at 14-15.

970 Id at 15.
2 7 971 APS Reply Br. at 13.

972 Id at 13-14.

973 Id. at 14.
28 974 Id at 13-14, citingto Phelps Dodge Corp. v Arizona Elec. Power Co-Op., 207 Ariz. 95 (Cr. App. 2004).
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e s s e ntia l to the  e ffe ctive  a dminis tra tion of a  s ta tute  ca n or s hould be  ca s t imme dia te ly
into the  mold of a  ge ne ra l rule . S ome  principle s  mus t a wa it the ir own de ve lopme nt
wh ile  o th e rs  m u s t b e  a d ju s te d  to  m e e t p a rtic u la r, fore s eeable  s itua tions . In
pe rforming its  important functions  in the s e  re s pects , the re fore , an adminis tra tive  agency
mus t be  e quippe d to  a c t e ithe r by ge ne ra l Me  or by individua l orde r. To ins is t
one  form of a ction to the  e xclus ion of the  othe r is  to e xa lt form ove r ne ce s s ity

1

2

3

4

5 AIC a rgue s  tha t the  Commis s ion's  inte nt in die s  proce e ding is  to a pprove  a  me thodology to be

6 us e d in future  ra te  docke ts , a nd not to provide  only a n a dvis ory fra me work, a s  TAS C a dvoca te s

7 AIC conte nds  tha t the  De cis ion in this  proce e ding s hould re a ch s ome  conclus ion a nd provide  ce rta inty

8 for the  pa rtie s  going forward.977

3. ARC's Response

4. Staff's Response

Staff disagrees with TASC's argument drat the Commission may not use methodologies

adopted in this  proceeding in a  ra te  case  Mthout firs t e ithe r concluding a  ra temaking proceeding or

a dopting a  policy s ta te me nt. S ta ff re comme nds  tha t the  Commiss ion re je ct tha t a rgume nt." S ta ff

sta tes  tha t while  this  proceeding could be  the  predecessor to a  Rulemaking proceeding, this  does not

mean that the  Commission must wait until the  conclusion of that Rulemaking proceeding to act in each

astern

9

10

13

14

15 of the  e lectric utility ra te  cases  a s  TASC appears  to sugges t.979

16 S ta ff s ta te s  tha t the  whole  purpos e  of this  proce e ding is  to a dopt me thodologie s

17 both the  va lue  a nd cos t of rooftop s ola r.980 S ta ff dis a gre e s  with TAS C's  a s s e rtions  tha t a ny va lue  of

18 DG fra me work the  Commis s ion a dopts  in this  proce e ding mus t be  tre a te d a s  a dvis ory, a nd ca nnot be

19 binding on future  ra te  ca s e s .981 S ta ff s ta te s  tha t TAS C and the  s ola r advoca te s  have  been a rguing for

20

21

22

23

24

25

26

27

28

some time that the Commission cannot make any changes to rooftop solar rate design without first

performing a value of DG study; and now that the Commission has engaged in this lengthy proceeding

to determine the value of DG methodology, TASC appears to be saying that the Commission cannot

now use the results of this proceeding in any case without first (1) revisiting all the issues again in the

975 APS Reply Br. at 13, citing Arizona Corporation Comm'n v. Palm Springs Utility Co., Inc. 24 Ariz. App. 124, 129
(1975).
976 AIC Reply Br. at 2.
977 Id at 3.
97s Staff Reply Br. at 2, 18-19.
979 Id at 19.
9s0 Staff Reply Br. at 18.
981I d
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1 ra te  case  itse lf, or (2) comple ting a  Rulemaking, or (3) issuing an advisory s ta tement.982 Staff s ta tes

2 tha t TASC's  a sse rtions  rega rding whe the r the  Commiss ion has  authority to act on the  is sues  in this

3 generic docket are  unsupported, in that the  Commission is  not limited to acting through its  Rulemaking

4 proceedings or policy sta tements.983

5 5. Resolution

6 We agree with Staff that the purpose of this proceeding is to adopt methodologies to determine

7 the  value  and cost of rooftop DG. The record in this  proceeding is  the  culmination of years of argument

8 and deba te  on this  is sue , and TASC has  been a fforded ample  due  process  and a  full opportunity to

9 pre sent any and a ll evidence  it wished to have  cons ide red. It is  time  to provide  ce rta inty and a  pa th

10 forwa rd to re solve  dispute s  surrounding the  succe ss ful inte gra tion of DG with the  utility's  e le ctrica l

l l s ys te ms  in a n e conomic a nd fa ir ma nne r. We  be lie ve  tha t the  de te rmina tions  we  ma ke  in this

12 proceeding provide  tha t pa th.

13 , There  is  no doubt tha t the  Commiss ion may act through Orders  as  we ll a s  rulemaldngs , and

14 TASC's  request to de lay the  de terminations we make here in are  s imply not reasonable  or supportable .

15 More ove r, the  notice  tha t wa s  re quire d of a ll the  utility provide rs  in this  proce e ding wa s  more  tha n

16 sufficient to encompass the  scope  of this  docket and the  findings made  here in.

17

18 1. COSS Models

19 APS and TEP/UNSE made  e fforts  in this  proceeding to adapt die  traditiona l cos t of se rvice

20 me thodology to the  curre nt re gula tory ne e d to de te rmine  the  cos ts  to s e rve  DG cus tome rs . It is

21 important to de te rmine  these  costs  correctly. Once  a  utility's  revenue  requirement is  de tennined, the

22 actua l costs  to serve  customers  a re  a  very important considera tion when choosing an appropria te  and

23 fair ra te  design, based on principles of cost causation, that will result in just and reasonable  ra tes for a ll

24 cus tome rs .

25 APS and TEP/UNSE made the  inputs  and assumptions they used available  to the  parties , but

26 unfortunate ly, due  to proprie ta ry issues with the  COSS models  the  utilities  used in this  proceeding, the

27

28

D. COSS

982 ld .
983 Id
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1

2

3

4

parties were unable to use the models to prepare their cases. The parties were not able to operate the

models as they are designed to be used, to show how differing inputs under differing scenarios would

affect a determination of costs. While parties were able to conduct a review of the inputs and

assumptions that the utilities chose to use with the models, they were not able to make differing inputs

5 or assumptions using the same data, for purposes of showing any comparisons.

6 Based on the available information provided by the utilities, Vote Solar and TASC made several

7 substantive objections to the methodologies the utilities employed in their cost studies, primarily in

8 regard to the allocations ofcosts and systembenefits to rooftop solar customers relating to transmission,

9 distribution, and generation capacity, and in regard to revenue allocations. Vote Solar and TASC

10 believe that APS's cost study was skewed by APS' s decision to allocate costs to rooftop solar customers

11

12

13

based on the ir tota l load, including load se rved on-s ite  by the ir se lf-gene ra tion, ins tead of a lloca ting

costs  based only on their delivered load, and disputed the  justifica tions APS offered for doing so. Vote

Solar and TASC found fault with the incongruence between STEP/UNSE's use of actual 2015 historical

14 test year revenues, butuse of projected costs to serve customers based on the revenue increase it is

15 requesting in its pending rate case. Vote Solar and TASC also contend that both of the utilities' cost

16 studies understated the revenues received from rooftop solar customers because they subtracted the

17 compensation paid for solar exports from the overall revenues received from solar customers for their

18 electricity purchases.

We recognize  the  differences of opinion among the  parties on these  disputed issues. However,

20 absent an ability to review and compare  the  a lternate  scenarios with varied inputs and assumptions that

21 a ll the  parties  would have  been able  to present with a  fully functiona l model, we  a re  le ft with a  record

22 tha t does  not Support approva l of a  specific COSS methodology in this  proceeding. Even if the re  had

23 be e n a n a bility to e xa mine  diffe ring s ce na rios  in this  proce e ding, it would not have precluded the

24 necess ity of conducting cos t s tudies  in each individua l utility ra te  case . Because  each utility's  sys tem

1 9

25 is unique, and each rate case for each utility is different, based on a different historical test year, die

26 inputs and assumptions in cost of service studies will differ in every rate case. It will be of utmost

27

28

importance  in upcoming e lectric utility ra te  cases  for a ll pa rtie s  to be  on equa l footing with rega rd to

the  ability to use  the  cost of se rvice  model to illus tra te  the ir positions .
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1 Vote  Solar advocates for the  appointment of an independent third-party to conduct COSS and

2 value  of DG analyses in ra te  cases, and points  to the  transparency issues tha t arose  in this  proceeding

3 as  justifica tion for ta ldng such a  measure . At this  juncture , we agree  with Staff tha t such a  requirement

4  is  not ne ce s s a ry. Howe ve r, we  will a dopt RUCO's  a nd S ta ffs  re comme nda tions  in  re ga rd  to

5 requirements  for full transparency of a ll mode ls  used in e lectric utility ra te  cases .

6 2. Rooftop Solar Customers as Partia l Requirements Customers

7 APS requests a  finding in this  proceeding that rooftop solar customers are  partia l requirements

8 customers and should be  placed in the ir own separa te  class of customers. APS argues tha t it would be

9 cons is te nt with COSS principle s  to do so, be ca use  rooftop sola r cus tome rs , a s  a  sub-cla ss  of the ir

10 curre nt cla s s ifica tion, diffe r s ignifica ntly in re ga rd to s e rvice , loa d, a nd cos t cha ra cte ris tics . AIC

l l s imila rly re que s ts  a  finding tha t rooftop s ola r cus tome rs  a re  s ufficie ntly dis tinct to ma ke  the m a

12 separate  ra te  class for cost of service purposes. AIC argues that the  cost studies presented by APS and

13 TEP/UNSE in this  proceeding demonstra te  tha t rooftop sola r customers  and the  average  res identia l

14 customer have  sufficiently different usage  patterns to justify trea tment as  a  separa te  class .

15 It is  undisputed that rooftop solar customers are  different from the average residentia l customer

16 in tha t they supply a  portion of the ir own energy needs and are  thus partia l requirements  customers. In

17 a ddition, rooftop sola r cus tome rs  e xport powe r to the  grid. Vote  Sola r a rgue s , howe ve r, tha t the se

18 diffe rences  a lone  do not jus tify dispa ra te  trea tment of cus tomers . Vote  Sola r a rgues  tha t in orde r to

19 avoid uncons titutiona l discrimina tory ra te  trea tment, it mus t be  de te rmined tha t diffe rences  be tween

20 the average solar customer and the average non-solar customer result in meaningful impacts that would

21 jus tify s ingling out sola r cus tomers  for diffe rentia l ra te  trea tment.

22 Staff argues that the issue of a separate ra te class  is  not part oldie  methodology for de te rmining

23 either the  cost or the  va lue  of sola r, but is  instead a  ra te  design issue  tha t should be  examined in the

24 context of each utility's  ra te  case , a long with other ra te  design issues involving rooftop solar customers.

25 Staff s ta tes tha t ra te  design issues have  an impact on the  level of cost shift be tween DG and non-DG

26 customers , and asse rts  dirt this  proceeding is  not the  appropria te  docke t for adoption of changes  to a

27 utility's  ra te  de s ign, including the  is sue  of whe the r rooftop sola r cus tome rs  should be  tre a te d a s  a

28 separate class for rate design purposes.
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1 We agree  with APS tha t the  appropria te  tes t for the  formation of a  subclass  of customers  for

2 purpos e s  of ra te  de s ign is  whe the r a  s ubgroup of cus tome rs  is  s ufficie ntly diffe re nt from the  s ub-

3 group's  current class ifica tion in regard to se rvice , load, or cost characte ris tics  to place  tha t sub-group

4 into a  s e pa ra te  cla s s . While  the  record in this  proceeding demonstra tes  tha t rooftop solar customers

5 are  partia l requirements  customers  who export power to the  grid, we  agree  with Staff tha t the  issue  of

6 whe ther those  cus tomers  should be  included in a  separa te  class  is  a  ra te  des ign issue  tha t should be

7 de te rmined in each utility's  ra te  proceedings . A de te rmina tion on diese l issues  can be  made  only with

8 the  a id of cos t of se rvice  ana lyse s  tha t a re  fully ve tted by a ll pa rtie s  in a  ra te  ca se . Furthe r, the  ra te

9 cla s s  is sue  is  not a  critica l e le me nt of e s ta blishing the  me thodology ne ce ssa ry for va luing DG. We

10 the re fore  decline  to adopt the  recommenda tions  of APS and AIC rega rding the  e s tablishment, in this

l l proceeding, of a  separate  class of rooftop solar customers for purposes of ra te  design.

12 E . Ne t Me te r in g

13 TEP/UNSE recommend tha t the  Commiss ion commence  a  rulemddng to review and amend

14 the  current Ne t Mete ring Rules  to track the  outcome  of this  docke t. TEP/UNSE a lso reques t tha t any

15 va lua tion mediodology adopted not include  banking or ne tting of DG ene rgy a t re ta il ra te s . S ta ff a lso

16 re comme nds  tha t ne t me te ring, a nd the  ba nking of e xports  a s s ocia te d with ne t me te ring, s hould

17 e ve ntua lly be  e limina te d, a nd re pla ce d with a  me cha nism for die  dire ct purcha se  of e xports . TASC

18 reques ts  tha t the  Ne t Mete ring Rules  be  kept in place .

19 The  record in this  proceeding supports  STEP/UNSE's  and Staffs  recommendations. Now tha t

20 the  va lue  of DG methodology has  been es tablished in this  proceeding for use  in utility ra te  cases , we

21 expect to e s tablish, in those  utility ra te  cases , a  more  precise  framework for the  fa ir and appropria te

22 compensa tion of DG cus tomers  for the ir exports  than the  framework es tablished by the  Ne t Mete ring

23 Rules  in 2008. Any reques ts  for wa ive rs  of the  Ne t Mete ring Rules  will be  cons ide red in utilitie s ' ra te

24 ca s e s .

25 We will ins truct S ta ff to file , within 60 days following the  da te  tha t the  Commission has  issued

26 a  Decision in the  pending APS ra te  case , a  Staff Report with recommendations regarding a  Rulemaking

27 process  to enable  the  Commiss ion to review and amend the  current Ne t Me te ring Rule s  to comport

28 with the  changes  in circumstances  s ince  the ir adoption. We  direct S ta ff to include  in the  S ta ff Report
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1 recommenda tions  tha t take  into account any waivers  to the  Net Mete ring Rules  tha t may have  been

2 granted or denied in the  currently pending ra te  cases for UNSE, TEP, and APS.

3

4 1. Ana lys is  of DG Exports

5 The  me thodologie s  propose d in this  proce e ding conte mpla te  a n a na lys is  of rooftop sola r

6 exports , with the  exception of RUCO's  recommenda tion to ana lyze  a ll the  production of rooftop sola r

7  s ys te ms . RUCO asserts  tha t the  Commission should address  both se lf-consumption and the  export

8 ra te  in this  docke t, contending tha t the re  a re  cos ts  and benefits  a ssocia ted with se lf-consumption as

9 we ll a s  exports , and the re  is  no jus tifica tion for va luing them separa te ly.

10 Vote  S ola r a gre e s  tha t s e lf-use  of rooftop sola r provide s  s ignifica nt be ne fits , but be lie ve s

l l focusing on exports is  the better approach because the utility should not "look behind the meter" based

12 on a  customer's  technology choices. Vote  Solar strongly believes in a  customer's  right to self-consume

13 energy generated behind the meter through its own investment.

14 Like Vote  Solar, Staff believes that what a  customer chooses to do behind the  meter regarding

15 its  ene rgy needs  is  the  cus tomer's  conce rn, and tha t the  cus tomer's  right to reduce  its  load by the

16 ins ta lla tion of a  DG me te r is  no diffe re nt from the  cus tome r's  right to re duce  loa d by conse rva tion,

17 insula tion, high e fficiency appliances , or s torage . In addition, S ta ff s ta te s  tha t it views the  export ra te

18 more  in the  na ture  of a  wholesa le  ra te , and not a  re ta il ra te , which would apply to se lf-consumption.

19 For the reasons voiced by Vote Solar and Staff, the methodology we adopt M11 be used for the

20 purpose  of ascerta ining the  appropria te  level of compensation to be  paid to rooftop solar customers for

21 the ir exported energy, and not for the  purpose  of de te rmining a  mone ta ry va lue  of the  energy a  DG

22 cus tomer consumes  on s ite .

23 2. Me thodology

24 The  pa rticipa ting pa rtie s  to this  proce e ding e xhibite d a  gre a t de a l of profe s s iona lism a nd

25 determination in an effort to achieve  a  workable  and reasonable  solution to the  highly contested issues

26 tha t ga ve  ris e  to the  e vide ntia ry he a ring in this  ge ne ric proce e ding. The  we ight of those  e fforts  is

27 second only to the  weight of the  issues themselves, and the  Commission is  apprecia tive  of a ll the  hours

28 spent in the  furthe rance  of finding the  be s t way forward, e specia lly including those  hours  spent in

F. Va lue  o f DG Me thodo logy
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1 attempting to negotia te  a  se ttlement.

2 Afte r a  ca re ful and extens ive  review of the  proposa ls  pre sented, we  find tha t adoption of h

3 S ta ffs  Avoide d Cos t me thodology, with a  s hort-te rm fore ca s ting vie w limite d to  five  ye a rs  to

4 a pproxima te ly re fle ct the  time  tha t e la ps e s  be twe e n utility ra te  ca s e s , in conjunction with S ta ff s

5 Resource  Comparison Proxy methodology, with a  five-year rolling average  (based on projects  with in-

6 se rvice  da te s  within the  la s t five  yea rs ), will provide  the  s tronges t and most flexible  tool to inform our

7 de te rmina tions in ra te  cases  regarding the  appropria te  leve l of compensa tion for rooftop sola r exports .

8 Adoption of both these  methodologies  will provide  a  pa th for a  gradual transition away from the  current

9 ne t me te ring mode l to one  tha t be tte r re flects  the  va lue  of DG. While  none  of the  pa rtie s  would like ly

10 whole -he a rte dly a gre e  with the  Commiss ion's  a doption of a ny me thodology propose d by a ny othe r

l l party, there was general agreement on some of the elements of both of Staff' s proposed methodologies.

12 We  be lie ve  tha t our a doption of S ta ffs  combine d me thodologie s  for e s ta blishing the  va lue  of DG in

13 e a ch compa ny's  ra te  ca se s  is  the  be s t a nd mos t re a sona ble  option a va ila ble  in the  re cord of this

14 proce e ding.

15 We adopt S ta ffs  Avoided Cost proposa l us ing a  shorte r, five  yea r forecas t of avoided cos ts ,

16 ra the r than a  longe r, 20 to 30 yea r forecas t a s  recommended by TASC, Vote  Sola r, and RUCO. We

17 believe that a  20 to 30 year forecast would incorporate  inherently specula tive  data  based on factors that

18 could be  easily manipula ted. There  was agreement, including from Vote  Solar and TASC, tha t Staff s

19 Avoide d Cos t me thodology's  use  of a n ELCC a s se s sme nt, which is  use d in utility IRis , provide s  a

20 way to successfully and reasonably identify and analyze the costs and capacity savings from generation,

21 transmiss ion and dis tribution re sulting from rooftop sola r exports . While  the  pa rtie s  did not express

22 the  same level of genera l agreement on Staff s  Resource  Comparison Proxy methodology, RUCO and

23 Vote  Sola r agreed tha t it was  an improvement on the  proxy methodologies  proposed by the  utilitie s ,

24 both of which were  based on one  recent PPA. RUCO expressed gene ra l support for e ide r of S ta ff' s

25 proposa ls , a nd APS  s ta te d tha t it could support S ta ffs  Re source  Compa rison P roxy me thodology

26 because  it could produce  an objective  va lua tion for exports  based on verifiable  actua ldata .

27 We  a ls o  be lie ve  tha t the  concurre nt a doption  of S ta ffs  Re s ource  Compa ris on P roxy

28 me thodology, with a  five -ye a r rolling a ve ra ge , re pre se nts  a  re a sona ble  compromise  to the  utilitie s '
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proposals to use a proxy based on a single PPA for valuing DG. Moreover, use of utility scale solar

obligations represents the most reliable and objective proxy for rooftop solar by diminishing concerns

that societal and environmental factors, as well as other externalities, should be included in the

equation. Not only does Staffs methodology provide for a gradual transition for the rooftop solar

1

2

3

4

5

6

7

8

9

1 0

model, but it re flects  a  utility's  actua l, ongoing contractua l obliga tions for purchasing utility-sca le  solar

generation. The adoption of a rolling five year average of utility-scale solar PPAs is likely to gradually

reduce the cost to utilities of purchasing rooftop solar energy over time, as older contracts are removed

from the proxy analysis and newer, lower-cost, PPAs are included in the mix of solar contracts analyzed

in Me proxy group

a) Staffs Avoided Cost Methodology with Five-Year Forecasting

Vote Solar and TASC expressed reservations with Staff" s Avoided Cost methodology regarding

12 (1) the  use  of a  short-te rm forecasting ana lysis  as  opposed to the  longer, 20 to 30 year forecasts  they

13 recommended in orde r to a lign with the  expected production life  of rooftop sola r sys tems; and (2)

14 components  they would like  to see  included in the  ana lys is , such as  environmenta l benefits , socie ta l

15 benefits , and fuel hedging benefits . RUCO also advocated for a  long-term forecasting analysis , but not

16 for the  inclus ion of additiona l components  in the  ana lys is

17 The fact that rooftop solar systems have an expected life  of 20 to 30 years does not require  the

18 forecasting of benefits  to span dirt time  period in order for the  long-te rm benefits  to be  recognized, as

19 long as  the  va lue  of DG ana lysis  is  repea ted in utility ra te  cases  as  Sta ffs  methodology contempla tes .

20 Contra ry to the  concerns  expressed by Vote  Sola r and TASC, future  changes  in the  va lue  of DG will

21 not be lost due to short-term forecasts, because the value will be re-assessed in each rate  case as time

22 goes  on, in orde r to inform the  Commiss ion's  de te rmina tion on se tting an appropria te  compensa tion

23 rate for exports. Staff' s proposed framework of re-assessing avoided costs in each utility rate case also

24 provides  a  concre te  answer to the  need for gradua lism, an issue  tha t RUCO sought to address  in its

25 proposa l tha t a  gradua ted s tep-down mechanism be  deve loped, following the  one-time  se tting of an

26 initia l compe ns a tion ra te  informe d by a  long-te rm cos t/be ne fit a na lys is , S ta ffs  Avoide d Cos t

27 me thodology with a  five -ye a r fore ca s ting time fra me  provide s  the  fle xibility re quire d to a djus t the

28 ana lys is  to changed circumstances  tha t may increase  or decrease  the  va lue  tha t DG provides  to the

DECISION no.

III-llllllllllllllll\ l I I



1 utilitie s ' sys tems  and the reby to the ir cus tomers . In addition to re -a ssessment of the  va lue  of DG in

2 each ra te  case , S ta flf's  proposed me thodology includes  the  concept of adde rs  which can be  used to

3 recognize  or incept deve lopment of des irable  DG a ttributes  such as  active  smart inverte rs  and west

4 fa cing s ola r DG.

5 Staff" s  Avoided Cost methodology will consider environmenta l benefits  and costs , but will not

6 duplica te  them in the  ana lys is  if they a re  a lready considered in the  IP  process  and in opera ting cos ts

7 As Staff' s  witness expla ined, avoided cost values kWhs provided a t costs  the  utility does not incur, and

8 if a  gene ra ting unit mus t mee t a  specific environmenta l compliance  s tanda rd (such a s  emiss ions  or

9 water usage), it has  a lready incurred the  associa ted cost to construct and opera te  the  plant. We agree

10 with the  parties  who argued tha t quantifying the  socie ta l and economic deve lopment benefits  of DG in

l l an avoided cost forecast, as proposed by Vote  Solar and TASC, is  a  speculative  endeavor that has no

12 pla ce  in ra te ma ldng.

13 We do not believe it is appropriate  to include fuel hedging cost benefits in the valuation analysis

14 The  testimony of Staff" s  witness  Mr. Solganick is  compelling on this  point, when he  s ta tes  tha t e lectric

15 utility cus tome rs  a re  not de ma nding more  re duction in long-te rm pricing vola tility, a s  e vide nce d by

16 current utility fue l adjus te r programs of one  yea r or shorte r dura tion, and by res identia l contracts  tha t

17 extend out a  few yea rs  a t most in s ta te s  with re ta il e lectric compe tition

18

19
20 As TASC pointed out in its  comments  on S ta ffs  Resource  Comparison P roxy me thodology

21 the re  a re  s e ve ra l fa ctors  tha t the  me thodology cons ide rs , e a ch of which ma y be  a  s ubje ct of

22 disagreement when the  mode l is  used. TEP/UNSE and AIC's  a rguments  aga ins t the  mode l's  use  of

23 olde r PPAs  illus tra te s  TASC's  point. TASC and Vote  Sola r a lso cla im tha t the  mode l could produce

24 va rying va lues  depending on the  we ighting of the  PPAs and utility-owned sola r projects , and tha t the

25 re sult of the  me thodology would the re fore  be  a rbitra ry

26 We disagree with cla ims that the  results  of the  methodology would be arbitrary. As Staff sta tes

27 the  me thodology is  ba se d on die  utility's  a ctua l cos ts  for the  la s t five  ye a rs , a nd include s  die  a ctua l

28 PPA prices  and revenue  requirements  of utility owned grid-sca le  solar facilities . While  the  parties  have

b) S ta ffs  Re s ource  Compa ris on P roxy Me thodology with a  Five  Ye a r Rolling Ave ra ge
(Based on Projects  and PPAs with In-Service  Dates  within the  Last Five  Years)
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1 points  of disagreement based on the ir interests  over how best to va lue  DG, the  spreadsheet tha t was

2 developed by APS at Stay*f's request and direction, and described at the hearing by APS's witness Mr.

3 Albert, will provide  die  pa rtie s  a  means  of communica ting and litiga ting the ir disagreements  us ing a

4 common, tra ns pa re nt tool tha t is  a va ila ble  to a ll. The  s pre a ds he e t will a llow the  pa rtie s  to a pply

5 diffe rent we ights  to diffe rent factors , to include  only those  prob ects  a  party be lieves  appropria te , and

6 will a llow for any adjus tment to the  re sult tha t the  Commiss ion may deem appropria te . Because  the

7 mode l will be  made  ava ilable  to parties  within 30 days  of the  filing of a  ra te  case , the  parties  will have

8 sufficient time to develop the ir case  for presenta tion in testimony.

9 RUCO expressed concern tha t the  Resource  Comparison Proxy methodology may not re flect

10 ma rke t cha nge s  ove r time . Howe ve r, a s  S ta ff e xpla ine d, a ls o in re s pons e  to conce rns  ra is e d by

l l TEP/UNSE and AIC, because  the  me thodology drops  ea rlie r projects  out of the  ca lcula tion a s  new

12 proje cts  a re  a dde d, the  we ighte d a ve ra ge  will de cline  ove r time  whe n utilitie s  a dd ne we r, a nd

13 presumably lower-cost, solar resources.

14 There  were  a lso concerns ra ised in regard to die  possibility of dramatic changes in the  export

15 ra te  and re sulting unce rta inty. Because  the  me thodology will be  applied only in ra te  ca ses  to inform

16 the  setting of the  export ra te , and will not be  subj e t to updating between ra te  cases, the  export ra te  that

17 will be  se t in each ra te  case  will be  locked in until the  utility's  next ra te  case .

18 Staff is  in agreement with APS's suggestion in its  comments that "if prob ects of recent vintage

19 a re  not ava ilable  for the  utility, use  of pricing da ta  from ava ilable  industry sources  for grid-sca le  sola r

20 PV proje cts  should be  utilize d with priority give n to proje cts  in Arizona  to the  e xte nt a va ila ble ." We

21 a dopt this  a ddition to S ta ffs  Re source  Compa rison P roxy me thodology, a nd be lie ve  it ma y prove

22 useful in analyses of the  va lue  of DG in ra te  cases for smaller utilities  with no recent grid-sca le  projects

23 or PPAs to serve as suitable  proxies.

24 We agree  Mth S ta ff tha t in the  end, with input from a ll pa rtie s , S ta ffs  Resource  Comparison

25 Proxy methodology can produce  an accura te  and re liable  indica tion of utilities ' costs  associa ted with

26 its  sola r gene ra tion facilitie s , including both PPAs  and utility-owned facilitie s .

27  1  . I

28
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1 G. Other Issues

2

3

4

5

6

1. Imple me nta tion

a .  Th e  u tility s h a ll p ro vid e  a ll u n d e rlyin g  d a ta  o f th e  u tilitie s  th a t th e  va lu e  o f DG

me thodologie s  re ly upon to S ta ff imme dia te ly for curre ntly pe nding ra te  ca s e s , a nd for e le ctric utility

ra te  ca s e s  not curre ntly pe nding be fore  the  Commis s ion, within 30 da ys  of a  s ufficie ncy finding.

b . For the  Avoide d  Cos t Me thodology with  Five -Ye a r Fore ca s ting , S ta ff s ha ll us e  the

7 ma trix a tta che d to this  De cis ion a s  Exhibit A to e va lua te  s pe cific  e ligible  cos ts  a nd va lue  of e ne rgy,

8 capacity, and othe r se rvices  de live red to the  grid by DG (of a ll types) ove r a  five -yea r horizon, during

9 e a ch e le ctric  u tility's  ra te  ca s e , in  orde r to  inform a  de te rmina tion  on  a n  a ppropria te  le ve l of

10 compensation to be  pa id to DG customers for the ir exports  to the  grid.984

c. For the  Re source  Compa rison P roxy Me thodology with a  Five  Ye a r Rolling Ave ra ge

12 (Ba se d on P roje cts  a nd PPAs  with In-Se rvice  Da te s  within the  La s t Five  Ye a rs ), S ta ff sha ll use  the

13 spreadshee t described in this  Decis ion to deve lop a  proxy for rooftop sola r gene ra tion, ba sed on a

14 utility's  projects  and PPAs with in-se rvice  da te s  within the  five  yea rs  up to and including the  te s t yea r

15 of the  ra te  case . If projects  of recent vintage  are  not available  for the  utility, Staff shall use  pricing data

16 from a va ila ble  indus try s ource s  for grid-s ca le  s ola r P V proje cts , with priority give n to proje cts  in

17 Arizona  to the  e xte nt a va ila ble .

18 d. The  va lue  of DG methodologies  we  adopt sha ll be  :

19

11

20

1) Transparent: a ll inputs , assumptions and ca lcula tions sha ll be  clearly described and
e xpla ine d;

2 1

22

23

2) Acce s s ible : i.e ., the  va lue  of DG me thodology cos t-be ne fit ca lcula tion s ha ll be
made available to the public in the form of an electronic spreadsheet that is published
on the  Commiss ion's  website , and

24

3) Fle xible : to a llow for the  a bility to cha nge  inputs  a nd a s s umptions  us e d in the
ca lcula tion which a re  like ly to change  over time .

25
e . The  me thodologie s  s ha ll have  s preads hee ts  with links  be tween inputs  and outputs  which

26
a re  a va ila ble  to a ll pa rtie s .

27

28
984 Exhibit A is a copy of Exhibit HS-3 to Eddi. Staff-2, Direct Testimony of Staff witness Howard Solganick. Definitions
of terms applicable to Exhibit A are found in Exh. Staff-2, Direct Testimony of Staff witness Howard Solganick, at 11-12.
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1 f. Within 45 da ys  of re ce ipt of the  unde rlying da ta  provide d by the  utility, S ta ff sha ll:

2 1) Perform the analysis;

3
2) Ma ke  a ll a s sumptions  a nd inputs  of its  a na lys is  a va ila ble  to othe rs , a nd

4

3 ) Schedule for
5

File a  Request  for  Procedura l Order  Set t ing a  Procedura l
Evidentiary Proceedings.

6 g. The cost of service study models used by the utilities shall be:

7 1) Tra nspa re nt: a ll inputs , a s sumptions  a nd ca lcula tions  sha ll be  cle a rly de scribe d a nd
e xpla ine d, .8

9 2) Accessible: have electronic spreadsheets with links between inputs and outputs
made available to all parties, and

10

11
3) F le xib le : to  a llow fo r the  a b ility to  c ha nge  inpu ts  a nd  a s s um ptions  us e d  in  the

ca lcula tion.

1 2

1 3

2. Grandfathering

TASC requests a finding that any changes in net metering framework or valuation that the

14 Commission adopts, now or in the future, should apply only to DG customers who sign up for new DG

15 interconnection after the effective date of any Order issued in the utility rate case or rulemaldng docket

16 where such changes are ultimately implemented. TASC asserts that rooftop solar customers, who have

17 in good faith made long-term and substantial investments in reliance on the existence of net metering

18 and the current rate design, should not be penalized by policy changes in those two areas.985 TASC

19 believes that the Commission set a precedent in this regard when it issued Decision No. 74202 in 2013,

20 and requests that the Commission act accordingly in the future.986

Generally, grandfathering decisions should be made in the context of a rate case. However, the

22 value of DG methodology we adopt in this proceeding may lead to a change, however gradual, in the

23 compensation rate for solar exports that will be set in pending utility rate cases. Therefore, it is

24 important to make clear that for the first utility rate case in which the value of DG methodology we

25 adopt in this proceeding will be used, the new export compensation rate set in that case, as well as any

26 changes to rate design, will apply only to DG customers who sign up for new DG interconnection after

27

2 1

28
985 TASC Br. at 28, TASC Reply Br. at 26.
986 ld.
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l the  effective  date  of the  Decision issued in that utility ra te  case . DG customers who have signed up for

2 new DG inte rconnection before  the  e ffective  da te  of the  Decis ion issued in tha t utility ra te  case  will be

3 considered to be  fully grandfa thered and continue  to utilize  currently-implemented ra te  design and net

4 me te ring, and will be  subj e t to currently-exis ting rule s  and regula tions  impacting DG. ,

5 3. Cooperatives

6 GCSECA requests  that the  Cooperatives be  afforded flexibility to develop ra te  design solutions

7 to cos t shifts  re sulting from DG integra tion, and tha t the  Coopera tives  not be  required to comply with

8 a ny one -s ize -tits -a ll re quire me nts  tha t would impose  e conomic a nd ope ra tiona l ha rdships . As  S ta ff

9 sta tes , the  Coopera tives  a re  diffe rent in important respects  from the  other utilitie s  participa ting in this

10 proce e ding. We  be lie ve  tha t the  va lue  of DG me thodology we  a dopt he re in M11 a llow the  unique

11 circumstances of the Cooperatives to be taken into account.

* * * * * *1 2

13 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

14 Commiss ion finds , concludes , and orde rs  tha t:

* * * *

FINDINGS  OF FACT15

16
17. 1. On December 3, 2013, the Arizona Corporation Commission ("Commission") issued

18 Decision No. 74022. Among other things, Decision No. 74022 ordered that this generic docket be

19 opened on net metering issues, and that workshops would be held with all stakeholders to help inform

20 future Commission policy on the value that distributed generation installations bring to the grid.

21 2. On January 24, 2014, this generic docket was opened.

22 3. On January 27, 2014, Staff filed a memorandum in this docket, listing categories of DG

23 values and costs, and requesting that interested parties provide written comments as to their relevance

24 and significance. Staff also solicited recommendations on other DG-related issues, and solicited

25 substantive comments regarding the process and methodology for assigning monetary values to DG

26 costs and values.

27 4. From February 14 through August 7, 2014, several entities tiled comments.

28 5. On February 14, 2014, TASC filed an Application for Leave to intervene.

Procedural Historv
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1 6.

2 7.

3 Le a ve  to Inte rve ne .

4 8. On Ma rch 10,  2014, a  P roce dura l Orde r wa s  is s ue d gra nting in te rve ntion to  TAS C,

5 Cle a n P owe r, Fre e port Mine ra ls , a nd AECC.

On Ma rch 12, 2014, Commiss ione r Bob S tump file d corre sponde nce .

On April 10, 2014, Commiss ione r Bob S tump file d corre sponde nce .

On Ma y 7, 2014, Commiss ione r S usa n Bitte r S mith file d corre sponde nce .

On Ma y 7, a nd J a m e  20, 2014, works hops  we re  he ld in this  docke t a s  S pe cia l Ope n

On February 18, 2014, Clean Power filed a  Motion to Inte rvene .

On Fe brua ry 27, 2014, Fre e port Mine ra ls  a nd AECC jointly tile d a n Applica tion for

6 9.

7 10.

8 11.

9 12.

10 Me e tings  of the  Commis s ion.

11 13. On July 14, 2014, Commissioner Bob Stump filed correspondence .

12 14. On October 20, 2015, a t its  regula rly scheduled Open Meeting, in considering Docke t

13 No. E-01345A-13-0248, die  Commission ordered tha t an evidentia ry hearing on the  va lue  and cost of

14 DG be  he ld in this  ge ne ric docke t.

15 15. On October 23, 2015, ASDA filed a  Motion to Inte rvene .

16. On Octobe r 28, 2015, by P roce dura l Orde r, a  proce dura l confe re nce  wa s  sche dule d to16

17 be  he ld on Nove mbe r 4, 2015.

18 17.

19 18.

2 0 19.

2 1 file d a  Motion to Inte rve ne .

22 20. On Nove mbe r 4, 2015, the  proce dura l confe re nce  conve ne d a s  sche dule d. Counse l for

23 AP S , S S VEC, TAS C, Fre e port Mine ra ls , AECC, AURA, RUCO, WRA, Vote  S ola r, AIC, TEP , UNS E,

24 a nd S ta ff e nte re d a ppe a ra nce s  a nd discusse d proce dura l is sue s  re la te d to the  e vide ntia ry he a ring. A

25 de a dline  for filing writte n comme nts  on proce dura l is sue s  wa s  se t for Nove mbe r 13, 2015.

26 21. On Nove mbe r 4, 2015, RUCO file d a n Applica tion to Inte rve ne .

27 22. O n  No v e m b e r 6 ,  2 0 1 5 ,  TE P  a n d  UNS E  jo in tly file d  a n  Ap p lic a tio n  fo r Le a v e  to

28 Inte rve ne .

On November 2, 2015, Vote  Solar filed a  Pe tition for Leave  to Inte rvene .

On November 2, 2015, AURA and APS each filed a  Motion to Inte rvene .

On November 3, 2015, SSVEC filed an Applica tion for Leave  to Inte rvene , and AIC
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2

4

23. On November 13, 2015, GCSECA987 filed its  Motion to Intervene .

24. On Nove mbe r 13, 2015, writte n comme nts  on proce dura l is sue s  we re  file d by APS ,

3 TEP/UNSE, GCSECA, AIC, TASC, Vote  Sola r, AURA, RUCO, a nd S ta ff

25. On November 16, 2015, the  Alliance  filed an Applica tion for Leave  to Inte rvene .

26. On November 19, 2015, WRA filed a  Pe tition for Leave  to Inte rvene .

On November 24, 2015, S ta ff filed supplementa l written comments .

5

6 27.

7 28. On Nove mbe r 24, 2015, Cle a n P owe r tile d a  Notice  of Conse nt to Ema il S e rvice .

29. On Nove mbe r 25, 2015, P ORA file d a  Conse nt to Ema il S e rvice .

9 30. O n  De c e m be r 3 ,  2015 ,  fo llowing  c ons ide ra tion  o f the  o ra l a nd  writte n  c om m e nts

10 re ce ive d in this  docke t re ga rding proce dura l is sue s  re la te d to the  e vide ntia ry he a ring to be  he ld in this

l l docke t, a  P roce dura l Orde r wa s  is s ue d gove rning proce dura l ma tte rs . The  P roce dura l Orde r s e t the

12 he a ring to comme nce  on April 18, 2016, a nd se t a s socia te d public notice  re quire me nts  a nd te s timony

13 filing deadline s .988 In cons ide ra tion of the  purpose  and subject of the  evidentia ry hea ring in this  docke t,

14 the  P roce dura l Orde r joine d a ll Arizona jurisdictiona l e le ctric utilitie s  a s  pa rtie s  to this  proce e ding. The

15 P roce dura l Orde r gra nte d inte rve ntion to AS DA, Vote  S ola r,  AURA, AIC, RUCO, GCS ECA, ACP A,

16 We s te rn Re source , a nd the  Ene rgy Fre e dom Coa lition of Ame rica  ("EFCA"), a nd a pprove d Conse nts

17 to  Em a il S e rv ice  com ple te d  by RUCO , AURA, S ta ff,  AIC,  TAS C, F re e port Mine ra ls ,  AECC, a nd

18 Cle a n P owe r.

8

19 31. On December 4, 2015, a Procedural Order was issued rescinding the erroneous grant of

20 inte rve ntion to EFCA, which ha d not re que s te d inte rve ntion in this  docke t.

2 1 On December 9, 2015, Commissioner Susan Bitter Smith's off ice f iled a copy of an

22 email letter received from MEC, and on that same date, the Hearing Division provided a copy of the

23 email to all parties. The letter stated that MEC had no issues before the Commission concerning NM

24 and DG, MEC could not describe to its members why it is a party, and MEC had no data or analysis to

32.

25

26

27

28

987 GCSECA's members include DVEC, GCEC, NEC, MEC, SSVEC, and Trico.
98s In pertinent part, the form of public notice set forth in the Procedural Order stated:

The Arizona Corporation Commission ("Commission") will hold a generic evidentiary hearing to
investigate the cost to serve customers with distributed generation, and the value of distributed generation,
in Docket No. E-00000J-14-0023. The hearing is intended to produce a factual record that will be
available for the Commission to use in fixture proceedings for all Arizona electric public service
corporations. You are receiving notice of the hearing because its outcome may impact you as a customer.
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1 present. MEC obi ected to being required to provide notice to its customers as required by the December

2 13, 2015 Procedura l Order, on the  grounds of the  costs  of mailing and addressing potentia l customer

3 confusion, and requested tha t it be  excluded from this  proceeding.

4 33. On December 14, 2015, GCSECA filed its  Objection and Request for Cla rifica tion Re

5 De ce mbe r 3, 2015 P roce dura l Orde r. In its  filing, GCS ECA re ite ra te d its  pos ition s e t forth in its

6 Nove mbe r 13, 2015 writte n comme nts . GCS ECA s ta te d its  obje ction to the  jointe r of a ll Arizona

7 jurisdictiona l utilitie s  a s  pa rtie s  to die s  docke t, and to Me  requirement tha t the  utilitie s  ma il notice  of

8 the  hearing to a ll the ir customers. GCSECA argued that AEPCO has no re ta il customers, therefore  had

9 no direct inte re s t in the  topics  of DG or NM, and should the re fore  should be  removed a s  a  pa rty and

10 re lie ve d of obliga tions  impose d by the  De ce mbe r 3, 2015 P roce dura l Orde r. GCS ECA re que s te d

l l cla rifica tion re ga rding whe the r a nd to wha t e xte nt the  re cord a nd findings  in this  docke t would be

12 binding on future  ra temaking proceedings .

13 3 4 . On December 15, 2015, Commiss ione r Susan Bitte r Smith's  office  filed a  copy of an

14 e ma il re ce ive d from DVEC.

15 35. On December 15, 2015, Staff filed a Request for Procedural Conference, requesting that

16 a  procedura l conference  be  convened to discuss  the  issues ra ised in MEC's  and GCSECA's filings.

17 36. On December 16, 2015, Staff filed a  Request for Procedura l Order. S taff s ta ted tha t it

18 ha d confe rre d with counse l for MEC a nd GCS ECA, a nd be lie ve d tha t with furthe r dis cus s ion, the

19 pa rtie s  could poss ibly reach a  sa tis factory re solution to the  issues  ra ised. S ta ff continued to support

20 the  requirement tha t cus tomers  of a ll e lectric companies  regula ted by the  Commiss ion rece ive  notice

21 of this  proce e ding. Howe ve r, in re cognition of conce rns  re ma ding the  a s s ocia te d cos ts , S ta ff

22 recommended that the  public notice  deadline  be  suspended until parties  had an opportunity to suggest

23 fe a s ible  cus tome r notice  de a dline s . S ta ff furthe r s ta te d support for providing the  coope ra tive s  a n

24 opportunity to dra ft and submit the ir own form of notice  for cons ide ra tion. S ta ff s ta ted tha t it viewed

25 the  parties ' leve l of participa tion, beyond responding to da ta  requests , to be  subj e t to the ir discre tion,

26 and tha t the  December 13, 2015 Procedura l Orde r's  deadlines  for re filing proposa ls  and exhibits  did

27 not re quire  a ny e ntity to ma ke  such filings .

28
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1 37. On De ce mbe r 17, 2015, the  He a ring Divis ion provide d a  copy to a ll pa rtie s  of the

2 De ce mbe r 15, 2015, e ma il from DVEC file d in the  docke t by Commis s ione r S us a n Bitte r S rnith's

3 office .

4 38. On De ce mbe r 17, 2015, NEC file d a  copy of a  le tte r to Commiss ione r S usa n Bitte r

5 Smith. The le tter s ta ted that NEC's Board instructed that the  le tter be  sent requesting that NEC: 1) not

6 be  joined as a  party to this  proceeding; 2) not be  required to send the  ordered form of notice , and 3) not

7 be  required to send notice  to a ll its  members . The  le tte r s ta ted tha t NEC supported the  Commiss ion's

8 de cis ion to e xa mine  the  cos t a nd va lue  of DG, a nd would gla dly sha re  its  ge ne ra l thoughts  e ithe r

9 directly or through GCSECA during volunta ry workshops . The  le tte r s ta ted tha t NEC reques ted ra te

10 adjus tments  in 2011 and 2014, and was  currently cons ide ring anothe r tiling in 2016. The  le tte r s ta ted

l l tha t NEC had ne ithe r the  time  nor the  financia l ability to active ly pa rticipa te  in this  proceeding, and

12 asked dirt NEC be  excluded.

13 39. On De ce mbe r 17, 2015, GCS ECA file d a  Re sponse  to S ta ffs  De ce mbe r 16, 2015

14 Request for Procedura l Order. GCSECA joined in S ta ffs  reques t for the  suspension of the  December

15 30, 2015 deadline  for pa rtie s  to mail public notice . GCSECA proposed tha t its  member coopera tives

16 be  a fforde d fle xibility to s e le ct the  a ppropria te  de live ry me thod for notice  ba se d on the ir individua l

17 ope ra tiona l a nd fina ncia l s itua tions , such a s  s e nding bill inse rts , publishing in the ir ne ws le tte rs , or

18 publishing in newspapers  of genera l circula tion in the ir se rvice  te rritories . GCSECA proposed tha t the

19 deadline  for comple ting notice  be  se t for January 30, 2016, and proposed an a lte rna tive  form of notice

20 for its  me mbe rs  to provide . GCS ECA re ne we d its  obje ction re ga rding jointe r of a ll juris dictiona l

21 e lectric utilitie s  to this  proceeding.

22 40. On December 17, 2015, TEP/UNSE tiled a  Response  to Staffs  Request for Procedura l

23 Order, sta ting that in order to comply with the December 3, 2015 Procedural Order notice  requirements,

24 they had commenced mailing bill inserts  for some customers as soon as possible , and had arranged for

25 direct ma il to die  rema ining cus tomers  for which bill inse rts  would not be  poss ible  unde r the  current

26 de a dline  time  cons tra ints . TEP /UNSE e xpre sse d support for S ta ffs  re que s t for a  suspe ns ion of die

27 notice  compliance  deadline , because  an extens ion of the  deadline  would provide  TEP and UNSE an

28
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1 opportunity to provide  adj customers the  notice  by bill insert, by January 10, 2016, a t a  s ignificant cost

2 reduction compared to the ir planned pa rtia l direct ma iling.

3 41. On December 18, 2015, AEPCO filed a  copy of its  le tter to Commissioner Susan Bitter

4 Snide. AEPCO stated that as a  generation cooperative, it had neither retail customers nor a  net metering

5 program, and did not be lieve  it is  a  necessary or re levant party to this  docke t.

6 42. On December 18, 2015, Vote  Solar filed a  Consent to Email Service .

7 43. On December 21, 2015, one consumer comment was filed expressing opposition to an

8 a lte rna te  fee  schedule  for ne t mete ring customers .

9 44. On De ce mbe r 22, 2015, Commiss ione r Doug Little  file d a  le tte r outlining his  vie ws

10 re ga rding the  purpose  of the  e vide ntia ry he a ring, e xpe cte d outcome s  of the  proce s s , a nd pa rtie s '

l l participation. Commissioner Little 's  le tter a lso enumerated some specific issues/questions he  believed

12 should be  addressed by pa rticipa ting pa rtie s .

13 45. On De ce mbe r 22, 2015, MWE a nd Ajo file d the ir P roof of Ma iling a nd Comme nts

14 Rega rding December 3, 2015 P rocedura l Orde r. MWE and Ajo s ta ted tha t they had no objection to

15 GCSECA's request to extend the  deadline  to provide  notice , or to the  submission of an a lternative  form

16 of notice  to GCSECA me mbe r cus tome rs , but Ma t the y oppose d a ny re quire me nt tha t the y ma ke  a

17 second mailing providing any a lte rna tive  form of notice  to the ir cus tomers , due  to the  additiona l cos ts

18 they would incur. MWE and Ajo expressed agreement with S ta ff tha t no entity should be  required to

19 submit a ny cos t of s e rvice  or va lue  of sola r s tudy, or ma ke  a ny filing in this  proce e ding. MWE a nd

20 AIC sta ted tha t ne ither utility had the  resources  to submit any such s tudies  by die  deadlines  se t by the

21 De ce mbe r 3, 2015 P roce dura l Orde r, tha t ne ithe r utility inte nde d to ta ke  a n a ctive  role  in the

22 proce e ding, tha t ne ithe r utility curre ntly ha d a generalrate case before the Commission, and that neither

23 utility intended to file  a  genera l ra te  case  in 2016.

24 46. On December 23, 2015, counse l for Vote  Sola r and WRA filed a  Notice  of Change  of

25  Addre s s .

26 47. On December 23, 2015, a  Procedura l Order was issued extending the  December 31,

27 2015 public notice  requirement deadline  se t by the  December 3, 2015 Procedura l Order to February 1,

28 2016, extending the  inte rvention deadline  to Februa ry 19, 2016; widening the  acceptable  means  of
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1 providing public notice ; a nd indica ting tha t utilitie s  could include  the ir own individua l introductory

2 pa ragraphs  preceding the  prescribed form of public notice .

3 48. On De ce mbe r 28, 2015, CEC file d a  copy of a  le tte r to Commiss ione r S usa n Bitte r

4 . Smith requesting to be  excused from participa tion in this  docket, including public notice  requirements .

5 49. The  Commiss ion's  December 29, 2015 S ta ff Open Meeting Agenda  included Agenda

6 Ite m 1, "Docke t No. E-000001-14-0023 - Commiss ion discuss ion, cons ide ra tion, a nd poss ible  vote

7 conce rning the  re quire me nts  include d in the  De ce mbe r 3, 2015 P roce dura l Orde r tha t a ll Arizona

8 juris dictiona l e le ctric utilitie s  be  joine d a s  pa rtie s  to this  docke t a nd tha t a ll Arizona  juris dictiona l

9 e lectric utilitie s  ma il notice  to the ir cus tomers ." The  Commiss ion discussed the  item and took no vote .

10 50. On January 6, 2015, Commissioner Doug Little 's  office  filed a  copy of a  document used

11 as a  reference in his December 22, 2015 le tter to the  docket.

12 51. On January 8, 2015, Commissioner Tom Foresee  filed a  le tter to the  docket expressing

13 his  concerns , and requesting tha t parties  work to deve lop "win-win" methodologies  and solutions.

14 52. On Janua ry 8, 2015, Trico filed its  Ce rtifica te  of Ma iling and Affidavit of Publica tion.

15 53.

16 54. On Janua ry 19, 2016, TEP/UNSE filed a  Notice  of Filing Certifica te  of Ma iling.

17 55. On January 21, 2016, GCEC filed a  Proof of Public Notice  of Hearing.

18 56. On January 21 , 2016, DVEC filed an Affidavit/Certifica tion of Customer Notice .

19 57. On January 22, 2016, APS filed a  Proof of Publica tion.

20 58. On January 25, 2016, a  Procedura l Order was  issued granting inte rvention to Pa tricia

22 59. On January 26, 2016, SSVEC tiled a  Notice  of Consent to Email Service .

23 60. On January 26, 2016, AriSE1A tiled an Applica tion to Inte rvene .

24 61. On J a nua ry 28, 2016, Ga rka ne  file d a n Affida vit/Ce rtifica tion of P ublic Notice  a nd

25 Notice  of Cha nge  of Firm Affilia tion. ,

26 62. On January 29, 2016, IBEW Loca ls  filed a  Motion to Inte rvene .

27 63. On Februa ry 1, 2016, Navopache  and MEC each filed a  Ce rtifica tion of Compliance

28 with P ublic Notice  Re quire me nts .
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1

2

3 In te rve ne .

4 66. On February 2, 2016, pursuant to Arizona Supreme Court Rule 39, Timothy Hogan filed

5 a  Motion to Associa te  Counse l Pro Hoc Vice  to associa te  Chinyere  Ashley Osuala  as  counse l for Vote

6  S o la r.

7 On Februa ry 5, 2016, CEC filed a  Notice  of Filing Certifica te  of Ma iling.

8 On February 8, 2016, Commiss ioner Bob Bums filed a  le tte r to the  docke t requesting

9 tha t the  parties  file  tes timony regarding the  impact of rooftop sola r and other dis tributed genera tion on

10 wate r use , discussed in the  context of deve loping a  methodology for the  va lue  and cost of dis tributed

On Februa ry 1, 2016, Lewis  M. Levinson tiled a  Motion to Inte rvene .

On. Fe brua ry 1, 2016, S us a n P itca irn a nd Richa rd P itca irn file d a  joint Motion to

13

1 4 P ublica tion.

15 71 |

16 72.

11 generation.

12 69.

70.

On February 9, 2016, TEP filed a  Consent to Email Service .

On  Fe brua ry 9 , 2016 , S S VEC file d  a  Notice  o f Filing  Additiona l Affida vits  o f

On February 9, 2016, Dixie -Esca lante  tiled its  Decla ra tion of Mailing.

On February 16, 2016, a  Procedural Order was issued granting intervention to AriSEIA,

17 IBEW Loca ls , Lewis  M. Levenson, Susan P itca irn, and Richa rd P itca irn.

18 73. On Fe brua ry 19, 2016, Commiss ione r Bob S tump file d a  le tte r to the  docke t lis ting

19 policy cons ide ra tions  a nd que s tions  inte nde d to inform both cos t of s e rvice  a nd va lue  of s ola r

20 cons ide ra tions  within the  context of the  evidentia ry hea ring.

21 74. On Februa ry 25, 2016, direct te s timony in this  ma tte r was  filed by APS, TEP/UNSE,

22 SSVEC, GCSECA, IBEW Loca ls , AIC, TASC, Vote  Sola r, RUCO, a nd S ta ff.

23 75.

24 Officia l Judicia l Notice  ofFilings  in Generic Docke t Nos . E-00000C-11-0328 and E-01345A-13-0069.

25 76. On Februa ry 29, 2016, AriSEIA filed a  Notice  of Change  of Representa tive , to which

26 was a ttached a  copy of a  Board Resolution da ted February ll, 2016. The  Board Resolution designated

27 AriSEIA's  Pres ident and Cha irman as  its  officia l representa tive  in a ll ma tte rs  be fore  the  Commiss ion,

28 and appointed Tom Harris  as  its  President and Chairman.
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1 77.

2 78.

3 79.

4 80.

5 Ema il S e rvice .

6 81. On March 29, 2016, APS filed summaries  of the  direct testimony of its  witnesses.

7 82. On April 7, 2016, rebutta l te s timony in this  ma tte r was  filed by APS, TEP/UNSE, the

8 IBEW Loca ls , AIC, TASC, Vote  Sola r, RUCO, and S ta ff.

On February 29, 2016, ARISEIA filed a Consent to Email Service.

On March 8, 2016, Southwest Energy Efficiency Project ("SWEEP") filed comments.

On March 8, 2016, Ms. Ferré filed comments.

On Mach 24, 2016, a Procedural Order was issued granting AriSEIA's Consent to

9 83.

10 84.

l l Eliza be th A. Ke lle y.

12 85. The hearing on this  matter commenced on April 18, 2016.

13 86. On April 20, 2016, S ta ff posed questions  to APS 's  witness  Bradley J . Albert in regard

14 to his  re file d re butta l te s timony (He a ring Exhibit AP S -6).

87. On April 21 , 2016, APS docke ted a  Notice  ofliiling email communica tion with Utilitie s1 5

16 Inte rna tiona l, the  owne r of APS 's  cos t of se rvice  softwa re .

17 88. On April 22, 2016, a s  discusse d during the  he a ring on April 20, 2016, during cross -

18 examina tion of APS witness  Bradley Albert,989 Sta ff submitted requests  in writing to APS, TEP, and

19 UNSE for additiona l information rega rding the ir proposed methodologies . S ta ff s  reques t to APS was

20 issued a s  S ta ffs  Third Se t of Da ta  Reques ts , and S ta ffs  reques t to TEP/UNSE was  is sued a s  S ta ffs

21 Second Se t of Data  Requests . S ta ffs  Third Se t of Data  Requests  to APS was admitted into evidence

22 as  Hea ring Exhibit S -4.

23 89. On Ma y 5, 2016, TAS C tile d a  Notice  of Filing Erra ta  of Dire ct Te s timonie s  of R.

24 Thoma s  Be a ch a nd Willia m A. Monse n.

25  ' 90. On May 6, 2016, the hearing on this matter was recessed until June 8, 2016 at 9:30 a.m.

26 Prior to the  recess , APS and TEP/UNSE agreed to make  witnesses  ava ilable  on tha t da te  for the  sole

27

28 9s9 Tr. 465-471.
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1 purpose of providing testimony regarding the information to be provided in response to Staff' s  Hearing

2 Data  Requests . At the  hearing, parties  agreed tha t they could file  written responses  to the  information

3 to be  provided in response  to S ta ffs  Hearing Data  Requests , or a lte rna tive ly, tha t they would have  an

4 opportunity to present a  witness  to tes tify in response . The  continuation hearing da te  and due  da te  for

5 re sponse s  wa s  se t for June  13, 2016. A sche dule  for filing clos ing brie fs  wa s  a lso se t, with Initia l

6 Closing Briefs due on or before June 20, 2016, and Reply Closing Briefs due on or before July 8, 2016.

7 91. On May 6, 2016, as discussed during the hearing, APS filed a  Form of Protective Order

8 for the  pa rtie s  to utilize  in orde r to fa cilita te  the  e xcha nge  of confide ntia l informa tion in re sponse  to

9 Staff' s Hearing Data Requests.

10 92.

l l Inte rvene r."

1 2 93 .

13 2016.

14 94. On May 12, 2016, APS filed a  Request to Amend Protective  Order, indicating dirt there

15 were errors in the  May 6, 2016 Form of Protective  Order. Both a  redlined and a  clean version of APS's

16 proposed amended Form of Protective Order were attached to the Request. APS requested the issuance

17 of an amended Protective  Order, but indica ted tha t to avoid de lay, it had begun providing documents

18 under the  Protective  Order issued May 10, 2016.

19 95. On May 12, 2016, Staff tiled a  Motion for Procedura l Order, requesting the  issuance  of

20 a  Procedura l Order adding an additiona l hearing da te  to those  da tes  se t during the  hearing on May 6,

21 2016.

22

On May 10, 2016, the  Hearing Divis ion issued the  Protective  Order as  filed on May 6,

96.

23 9 7 .  , On Ma y 13, 2016, TEP  a nd UNS  file d Exhibits  A a nd B of the  P rote ctive  Orde r for

24 Michae l Pa tten, Da lla s  J . Dukes , and David Lewis .

98. On Ma y 18, 2016, AIC file d Exhibits  A a nd B of the  P rote ctive  Orde r for Me gha n H.25

26  Gra be l.

27 99. On Ma y 20, 2016, TEP  a nd UNS  file d Exhibits  A a nd B of the  P rote ctive  Orde r for

28 Bra dle y S . Ca rroll a nd Ca rmine  Tillma n.
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1 100. On May 23 , 2016, a  P rocedura l Orde r was issued with the  requested amended P rotective

2 Orde r to s upe rs e de  the  pre vious ly is s ue d P rote ctive  Orde r. The  P roce dura l Orde r a ls o modifie d the

3 P roc e dura l S c he du le  fo r the  c on tinua tion  o f the  he a ring ,  a dd ing  a n  a dd itiona l he a ring  da y a nd

4 e xte nding the  brie fing s che dule  a ccordingly.

5 101. On Ma y 24, 2016, AP S  file d a  copy of a  le tte r a ddre sse d to Cha irma n Little  a nd s igne d

6 by se ve ra l individua ls .

7 102. On Ma y 25, 2016, Ga rka ne  tile d Exdiibits  A a nd B of the  P rote ctive  Orde r for J e nnife r

8 A. Cra ns ton.

9 103. O n  J une  1 ,  2016 ,  AP S  tile d  E xh ib its  A a nd  B o f the  P ro te c tive  O rde r fo r Thom a s

10 Loquva m, Ra ymond He yma n, Bra dle y Albe rt, a nd P a ul S mith.

11 104. On J une  8, 2016, AP S  file d Exhibits  A a nd B of the  P rote ctive  Orde r for Ha nna h Dolski.

12 105. On J une  8, 2016, the  he a ring re conve ne d. Witne sse s  for AP S  a nd TEP /UNS E te s tifie d

13 re ga rding the ir re s pe ctive  re s pons e s  to S ta ffs  Third S e t of Da ta  Re que s ts  to AP S  a nd S ta ffs  S e cond

14 S e t of Da ta  Re que s ts  to TEP /UNS E. P ursua nt to S ta ff"s  re que s t, ce rta in e xhibits  re la te d to those  da ta

15 re sponse s  we re  a dmitte d to the  re cord of this  proce e ding. Witne sse s  for RUCO a nd S ta fflprovide d ora l

16 re spons ive  te s timony.

1061 7

1 8 Kobor.

On J une  13, 2016, Vote  S ola r file d the  S upple me nta l Re spons ive  Te s timony of Bria na

19 107. On J une  13, 2016, Commiss ione r S tump Hle d a  le tte r in the  docke t.

20 108. On J une  13, 2016, a t the  close  of the  he a ring, the  J une  13, 2016 de a dline  for the  filing

2 1 of writte n re s pons e s  s e t by the Ma s  23, 2016 P roce dura l Orde r wa s  e xte nde d to  J une  22, 2016. In

22 a ddition, the  de a dline s  for filing Initia l Clos ing Brie fs  a nd Re ply Clos ing Brie fs  we re  e xte nde d to J une

23 30 a nd J uly 8, 2016, re spe ctive ly.

24 109. On J une  20, 2016, IBEW Loca ls  file d the ir Initia l Clos ing Brie f.

25 110. On J une  22, 2016, RUCO file d its  Re spons ive  Comme nts  in re sponse  to the  te s timony

26 a nd e xhibits  pre se nte d a t he a ring on J une  8, 9, a nd 13, 2016.

27 111. On J une  22, 2016, TAS C file d the  Re spons ive  S upple me nta l Te s timony of R. Thoma s

28 Be a ch, re sponding to the  te s timony a nd e xhibits  pre se nte d a t he a ring on J une  8, 9, a nd 13, 2016.
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1 112. On June  23, 2016, APS, TEP/UNSE and S ta ff filed a  Joint Reques t for Extens ion of

2 Brie fing S che dule . AP S , TEP /UNS E and Staff requested an extension of the  deadlines for filing Initia l

3 Clos ing Brie fs  and Reply Clos ing Brie fs  from June  30 and July 8, 2016, re spective ly, to July 7 and

4 J uly 25, 2016. The Joint Request indicated that Vote Solar had requested that the proposed July 25,

5 2016 deadline  for the  Reply Closing Brief be  extended to July 29, 2016 instead, due  to counsel's  timing

6 conflict with anothe r ma tte r. The  Joint Reques t a lte rna tive ly proposed tha t if the  Reply Clos ing Brie f

7 deadline  were  extended as requested by Vote  Solar, the  Initia l Closing Brief deadline  a lso be  extended

8 by four da ys .

9 113. On June  27, 2016, by P rocedura l Orde r, the  deadlines  for filing Initia l Clos ing Brie fs

10 and Reply Clos ing Brie fs  we re  extended to July ll and July 29, 2016.

l l 114. On June  30, 2016, Fre e port Mine ra ls  a nd AECC file d Notice  tha t the y would not be

115. on July 6, 2016, S ta ff filed a  Notice  of Se ttlement Discussions .

116. On J uly 8, 2016, TAS C file d Exhibits  A a nd B of the  P rote ctive  Orde r for Elija h

13

1 4

15 Gilfenbaum.

16 117. On July 8, 2016, Staff filed a  Request for Extension of Time, seeking an extension from

17 July 11, 2016, until July 20, 2016, to file  its  Initia l Clos ing Brie f.

18 118. On July 11, 2016, TEP and UNS filed Notice  of Filing La te -Filed Exhibits .

19 119. On July 11, 2016, GCSECA filed its  Initia l Clos ing Brie f.

20 120. On July 11, 2016, a  Procedural Order was issued extending die  deadline  for tiling Initia l

21 Closing Brie fs  to July 20, 2016, and the  deadline  for filing Reply Closing Brie fs  to August 5, 2016.

22 121. On July 15, 2016, SSVEC filed a  Notice  indica ting tha t it would not be  filing an Initia l

23 Clos ing Brie f.

24 122.

25 Vote Sola r, and RUCO.

26 123. On July 2 l , 2016, S ta ff filed a  Notice  indica ting tha t it would be  filing its  Initia l Closing

27 Brie f on tha t da te , a nd tha t it wa s  not file d the  da y prior due  to compute r proble ms  re sulting in los t

28 da ta . Counse l for S ta ff indica te d tha t while  the  othe r pa rtie s  ha d file d the ir Initia l Clos ing Brie fs  on

On July 20, 2016, Initia l Clos ing Brie fs  we re  file d by AP S , TEP /UNS E, AIC, TAS C,

165 DECIS ION no .



DOCKET no. E-000001_14_0023

1 the  previous  day, S ta ff had not viewed or used the  Initia l Clos ing Brie fs  filed by the  odde r pa rtie s  in

2 pre pa ring its  own brie f.

3 124. On July 21, 2016, S ta ff filed its  Initia l Clos ing Brie f.

4 125. On July 29, 2016, Freeport Minera ls  filed a  Notice  indica ting tha t it would not be  filing

5 a  Re ply Clos ing Brie f. ,

6 126. On Augus t 2, 2016, S ta ff file d a  Notice  of Works hop to be  he ld in Docke t No. E-

7 000005-16-0257 (Reducing Sys tem Peak Demand Costs ) to be  he ld on August 4, 2016 beginning a t

8 9:00 A.M. a t the  Arizona  Legisla ture  in House  Hearing Room No. 4, noticed as  a  Specia l Open Meeting

9 of the  Commis s ion.

10 127. On Augus t 2, 2016, the  City of Tucson file d a  copy of a  Re solution a dopte d by the

11 Mayor and Council of the  City of Tucson.

12 128. On August 5, 2016, Reply Closing Briefs  were  filed by APS, TEP/UNSE, IBEW Locals ,

13 AIC, TAS C, Vote  S ola r, RUCO, a nd S ta ff.

On August 8, 2016, S ta ff filed a  Notice  of Erra ta .

Numerous public comments  have  been filed in this  docket.

Determinations

132.

customers  for the ir exports .

133. There  is  a  need for a  va luation of DG methodology tha t will provide  a  gradual transition

away from the  current ne t metering model for compensa ting DG exports , toward compensa tion of DG

exports  tha t re flects  the  actua l va lue  of DG.

134. Valuation of DG exports  should be  based on an avoided cost methodology.

135. Long-te rm forecasts  should not be  used to establish the  va lue  of DG, due  to the  risk of

The value of DG exports should be used to inform compensation rates to be paid to DG

14 129.

15 130.

16 .
17 131. Ne t me te ring, a nd the  ba nldng of DG e xports  a s socia te d with ne t me te ring, should

18 e ve ntua lly be  e limina te d a nd re pla ce d with a  me cha nism for the  dire ct purcha se  by utilitie s  of DG

19 e xports .

20

21

22

23

24

25

26

27

28

inclusion of speculative benefits and costs.

136. Enviromnental benefits and costs of DG should be considered in an avoided cost
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1 forecast, but Should not be duplicated if they are  a lready considered in the IP process and in operating

5

6 cost forecast.

139.

2 costs .

3 137. Quantifying the  socie ta l and economic development benefits  of DG in an avoided cost

4 forecast is  speculative and inappropria te  for ra temaking purposes.

138. It is  inappropria te  a t this  time  to include  fue l hedging cos ts  in a  va lue  of DG avoided

7 A five  yea r forecas t of the  bene fits  and cos ts  of DG for purposes  of va lua tion of DG

8 exports is  reasonable  if the  valuation is  re-assessed in each electric utility ra te  case.

9 140. Use  of utility-sca le  solar obliga tions represents  the  most re liable  and objective  avoided

10 cos t proxy for rooftop sola r and diminishes  conce rns  for the  inclus ion of socie ta l and environmenta l

11 factors  and other externa lities  in va luing solar DG exports .

12 141. A five  ye a r rolling we ighte d a ve ra ge  of a  utility's  sola r PPAs  a nd utility-owne d sola r

13 generating resources used as a  proxy for purposes of valuation of solar DG exports is reasonable if the

14 va lua tion is  re -assessed in each e lectric utility ra te  case .

15 142. A re -assessment of the  va lue  of DG in each e lectric utility ra te  case  in order to inform

16 compensation ra tes to be paid for DG exports ensures a  gradual transition from the current net metering

17 compensation model to compensation that reflects the  actual value of DG.

18 143. A re -assessment of the  va lue  of DG in each e lectric utility ra te  case  in order to inform

19 compensation ra tes  to be  pa id for DG exports  precludes the  need for die  implementa tion of a  separa te

20 s te p-down me cha nism.

21 144. The  best and most reasonable  option ava ilable  in the  record of this  proceeding for the

22  va lua tion  of DG is  the  a doption  of both  S ta ffs  Avoide d  Cos t me thodology, MM a  s hort-te rm

23 forecasting View limited to five  years  to approximate ly reflect the  time that e lapses between utility ra te

24 cases , and S ta ffs  Resource  Comparison Proxy me thodology, with a  five -yea r rolling ave rage  (based

25 on projects  with in-se rvice  da tes  within the  la s t five  years). Adoption of both these  methodologies  to

26 be  used in utility ra te  cases  on a  going-forward bas is  will provide  a  pa th for a  gradua l trans ition away

27 from the  current ne t mete ring mode l to one  tha t be tte r re flects  the  va lue  of DG.

28 145. For the  Avoide d Cos t Me thodology with Five -Ye a r Fore ca s ting, S ta ff sha ll use  the
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1 matrix a ttached to this  Decis ion a s  Exhibit A to eva lua te  specific e ligible  cos ts  and va lue  of ene rgy,

2 capacity, and othe r se rvices  de live red to the  grid by DG (of a ll types) ove r a  five -yea r horizon, during

3 e a ch e le ctric utility's  ra te  ca s e , in  orde r to  inform a  de te rmina tion on a n a ppropria te  le ve l of

4 compe nsa tion to be  pa id to DG cus tome rs  for the ir e xports  to the  grid. The  me thodology will ha ve

5 e lectronic spreadshee ts  with links  be tween inputs  and outputs , a llow for the  ability to change  inputs

6 a nd a s sumptions  use d in the  ca lcula tion, a nd will include  a  cle a r de scription a nd e xpla na tion of a ll

7 inputs , a ssumptions , and ca lcula tions . These  items will be  made  ava ilable  to a ll pa rtie s .

8 146. For the  Re source  Compa rison P roxy Me thodology with a  Five  Ye a r Rolling Ave ra ge

9 (Ba se d on P roje cts  a nd P P As  with In-S e rvice  Da te s  within the  La s t Five  Ye a rs ), S ta ff sha ll use  the

10 spre a dshe e t de scribe d in this  De cis ion to de ve lop a  proxy for rooftop sola r ge ne ra tion, ba se d on a

l l utility's  projects  and PPAs Mth in-se rvice  da tes  within the  five  years  up to and including the  tes t year

12 of the  ra te  case . If projects  of recent vintage  a re  not ava ilable  for the  utility, S ta ff sha ll use  pricing da ta

13 from a va ila ble  indus try s ource s  for grid-s ca le  s ola r P V proje cts , with priority give n to proje cts  in

14 Arizona  to the  extent ava ilable . The  mediodology will have  e lectronic spreadshee ts  with links  be tween

15 inputs  and outputs , a llow for the  ability to change  inputs  and assumptions used in the  ca lcula tion, and

16 will include  a  cle a r de scription a nd e xpla na tion of a ll inputs , a s sumptions , a nd ca lcula tions . The se

17 ite ms  will be  ma de  a va ila ble  to a ll pa rtie s .

18 147. The  utilitie s  with currently pending ra te  ca se s  will be  directed to immedia te ly provide

19 a ll unde rlying da ta  of the  utilitie s  tha t the  va lue  of DG me thodologie s  re ly upon to S ta ff.

20 148. In e lectric utility ra te  ca se s  not currently pending be fore  the  Commiss ion, utilitie s  will

21 be  directed to tile  a ll unde rlying da ta  of the  utilitie s  tha t the  va lue  of DG methodologie s  re ly upon to

22 Sta ff within 30 days  of the  ra te  case  sufficiency finding.

23 149. Within 45 days  of rece ipt of the  underlying da ta  provided by the  utility, S ta ff sha ll:

24 1) P e rform the  a na lys is ;

25 2) Make  a ll a ssumptions  and inputs  of its  ana lys is  publicly ava ilable  in the  form of an

26 electronic spreadshee t tha t is  published on the  Commission's  website , with a  clear

27 description and explanation of a ll inputs , assumptions and ca lcula tions; and

28 I . C
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150.

3) File  a  Request for Procedura l Order Se tting a  Procedura l Schedule  for Evidentia ry

Proceedings.

The  re cord doe s  not s upport a pprova l of a  s pe cific COS S  me thodology in  this

1

2

3

4 proce e ding.

5

6  the  g rid .

7 152. The issue of whether rooftop solar DG customers should be included in a  separate class

8 is  a  ra te  design issue  tha t should be  de termined in each utility's  ra te  proceedings. A de termination on

9 these  issues can be  made only with the  a id of cost of service  analyses that are  fully vetted by a ll parties

Rooftop sola r DG customers  a re  partia l requirements  cus tomers  who export power to

10 in a rate case.

11 153. Utilitie s  will be  directed to submit cos t of se rvice  s tudie s  in ra te  ca se s , both pending

12 cases and in future  ra te  cases, which are  based on models with spreadsheets  conta ining links between

13 inputs  and outputs  which a re  ava ilable  to a ll pa rtie s . The  cos t of se rvice  s tudy mode ls  used by the

14 utilitie s  s ha ll be :

1) Transparent: a ll inputs , assumptions and ca lcula tions sha ll be  clearly described and
expla ined,

2) Acce ss ible : ha ve  e le ctronic spre a dshe e ts  with links  be twe e n inputs  a nd outputs
made  ava ilable  to dl parties ; and

3) Fle xible : to a llow for the  a bility to cha nge  inputs  a nd a s s umptions  us e d in the
ca lcula tion.

1 5

1 6

1 7

1 8

1 9

20 For the  firs t utility ra te  ca se  in which the  va lue  of DG me thodology we  a dopt in this

21 proceeding will be used, including pending cases, the new export compensation rate set in that case, as

22 'we ll a s  a ny cha nge s  to ra te  de s ign, will a pply only to DG cus tome rs  who s ign up for ne w DG

23 inte rconnection a fte r the  e ffective  da te  of the  Decis ion issued in tha t utility ra te  case . DG customers

24 who have signed up for new DG interconnection before  the  effective  date  of the  Decision issued in tha t

25 utility ra te  ca s e  will be  cons ide re d to be  fully gra ndfa the re d a nd continue  to utilize  curre ntly-

26 imple me nte d ra te  de s ign a nd ne t me te ring, a nd will be  s ubje ct to curre ntly-e xis ting rule s  a nd

154.

27 re gula tions  impa cting DG.

28
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1 155. The  Coopera tives  should be  a fforded flexibility to deve lop ra te  des ign solutions  to the

2 cos t shift caused by DG and should not be  required to comply with any one -s ize -fits -a ll requirements

3 that would impose  economic and opera tional hardships.

CONCLUS IONS  OF L AW

1.

4

5

6 P urs ua nt to Article  3, S e ction 15 of the  Arizona  Cons titution, the  Commis s ion ha s

7 jurisdiction ove r the  Arizona  jurisdictiona l utilitie s  who a re  pa rtie s  to this  gene ric proceeding.

8 2. Notice  of this  proceeding was provided in accordance  wide  law.

9 3. It is  jus t a nd re a s ona ble  a nd in the  public inte re s t to a dopt the  me thodologie s  for

10 ca lcula ting the  va lue  of DG e xports  s e t forth he re in for use  in e le ctric utility ra te  ca se s  be fore  the

l l Commiss ion.

12 ORDER

13 IT IS  THEREFORE ORDERED tha t the  Commis s ion a dopts  a dopt the  me thodologie s  for

14 ca lcula ting the  va lue  of DG exports  se t forth and described here in for use  in e lectric utility ra te  cases

1) Transparent: a ll inputs , assumptions and ca lcula tions sha ll be  clearly described and
expla ined;

15 before  die  Commiss ion.

16 IT IS  FURTHER ORDERED tha t utilitie s  with currently pending ra te  ca ses  sha ll immedia te ly

17 provide  a ll unde rlying da ta  of the  utilitie s  tha t the  va lue  of DG me thodologie s  re ly upon to S ta ff

18 IT IS  FURTHER ORDERED tha t S ta ffshall follow the  procedural requirements se t forth herein

19 re ga rding use  of the  me thodologie s  for ca lcula ting the  va lue  of DG e xports  se t forth a nd de scribe d

20 he re in for use  in e lectric utility ra te  ca ses  be fore  the  Commiss ion.

21 IT IS  FURTHER ORDERED tha t e le ctric utilitie s  sha ll submit cos t of se rvice  s tudie s  in ra te

22 ca se s , both pe nding ca se s  a nd in future  ra te  ca se s , which a re  ba se d on mode ls  with spre a dshe e ts

23 containing links between inputs and outputs which are  available  to a ll parties. The cost of service  study

24 mode ls  use d by the  utilitie s  sha ll be :

25

26

27

28

2) Accessible: have electronic spreadsheets with links between inputs and outputs
made available to all parties, and

I
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1
3) Fle xible : to a llow for the  a bility to cha nge  inputs  a nd a s s umptions  us e d in the

ca lcula tion.

2

3

4

5

6

7

8

9

IT IS  FURTHER ORDERED tha t for the  firs t u tility ra te  ca s e  in  which the  va lue  of DG

me thodology we  a dopt in this  proce e ding will be  us e d, including pe nding ca s e s , the  ne w e xport

compe ns a tion ra te  s e t in tha t ca s e , a s  we ll a s  a ny cha nge s  to ra te  de s ign, will a pply only to DG

cus tomers  who s ign up for new DG inte rconnection a fte r the  e ffective  da te  of the  Decis ion is s ued in

tha t utility ra te  ca s e . DG cus tome rs  who ha ve  s igne d up for ne w DG inte rconne ction be fore  the

effective  date  of the  Decis ion is sued in that utility ra te  case  will be  cons idered to be  fully grandfathered

a nd continue  to utilize  curre ntly-imple me nte d ra te  de s ign a nd ne t me te ring, a nd will be  s ubje ct to

currently-exis ting rules  and regula tions  impacting DG.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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CHAIRMAN LITTLE COMMISSIONER STUMP

COMMISSIONER TOBIN COMMISSIONER BURNSCOMMISSIONER FORESE

IN WITNESS WHEREOF, 1, JODI A. JERICH, Executive
Director of the Arizona Corporation Commission, have hereunto
set my hand and caused the official seal of the Commission to be
affixed  a t  t he  Cap it o l,  in t he  Cit y o f Pho enix,  t his

_day of 2016.

JODI A. JERICI-I
EXECUTIVE DIRECTOR

DISSENT

DISSENT
TJ/rt
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1 IT IS  FURTHER ORDERED tha t the  Coope ra tive s  s hould be  a fforde d fle xibility to  de ve lop

2 ra te  de s ign s olutions  to the  cos t s hift caus ed by DG and s hould not be  required to comply with any one -

3 s ize -fits -a ll re quire me nts  tha t would impos e  e conomic a nd ope ra tiona l ha rds hips .

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe ctive  ixnrne dia te ly.

5 BY OR DE R  OF THE  AR IZONA C OR P OR ATION C OMMIS S ION.
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S E RVICE  LIS T F O R: IN THE MATTER OF THE
INVE S TIGATION OF VALUE
DISTRIBUTED GENERATION.

COMMISSION'S
AND C O S T O F

DO C KE T NO . : E-00000J_14_0023

1

2

3

4

5

6

7

Dillon  Holm e s .
C LE AN P O W E R  AR IZO NA
9635 n. 7th S tre e t, #47520
P hoe n ix,  AZ 85068
di11on@c1eanpoweraz.org
Consented to Service by Email

Timothy M. Hogan
ARIZONA CENTER FOR LAW IN THE
PUBLIC INTEREST
514 W. Roosevelt St.
Phoenix, AZ 85003
Attorneys for Vote Solar and Western Resource
Advocates8

9

10

11

Ga rry D. Ha ys
LAW  O F F ICE S  O F  G ARRY D.  HAYS  P C
2198 Ea s t Ca me lba ck Roa d, S uite  305
P hoe n ix,  AZ 85016
Attorne y for Arizona  S ola r De ploym e nt
Allia nce

thogan@gclpi.org
rick@votesolar.org
briana@votesolar.org
k9n.wi1so1;@westemres_ources.org
cosua1a@earthjustice.org
mhiatt@earthj ustice.org

1 2 Consented to Service by Email

13

1 4

15

16

C. Webb Crockett
Patrick J . Black
FENNEMORE CRAIG, PC
2394 East Camelback Road, Suite 600
Phoenix, AZ 85016-3429
Attorneys for Freeport Minerals  and AECC
wcrocket@tC1aw.com
pb1ack@fc1aw_.com
Consented to Service byEmail

Craig A. Marks
CRAIG A. MARKS, PLC
10645 n. Tatum Blvd., Suite 200-676
Phoenix, AZ 85028
Attorney for Arizona Utility Ratepayer
Alliance

1 7 Craig.marks@azbar.org
Consented to Service by Email

18

19

20

Court s .  R ich
RO S E  LAW  G RO UP ,  P C
7144 E. S te tson Dr., S uite  300
S cotts da le , AZ 85251
Attorne ys  for The  Allia nce  for S ola r Choice
CRich@Ros<;Lg;vvGro4p.con;

21 Consented to Service by Email

22

Meghan H. Grabel
OSBORN MALEDON, PA
2929 N. Central Ave., Suite 2100
Phoenix, AZ 85012
Attorneys for Arizona Investment Council
mgrabel@omlaw.com
gjvaq*uinto@arizonaic.org

23
Consented to Service by Email

24

Richa rd  C. Adke rs on
Chie f Exe cutive  Office r
AJ O  IMP R O VE ME NT C O MP ANY
333 N. Ce ntra l Ave .
P hoe n ix,  AZ 85004-2189

25

26
Lewis  M. Levenson
1308 East Cedar Lane
Payson, AZ 85541

Daniel W. Pozefsky
RESIDENTIAL UTILITY CONSUMER
OFFICE
1110 W. Washington, Suite 220
Phoenix, AZ 85007

27
dpozefskv@azruco.gov
Consented to Service by Email

28
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1

2

3

4

5

Jennifer Cranston
GALLAGHER & KENNEDY, PA
2575 B. Camelback Rd., Suite 1100
Phoenix, AZ 85016
Attorneys for Grand Canyon State Electric
Cooperative Association, Inc.
jennifer.cranston@gknet.com
Consented to Service by Email

Thomas A. Loquvam
Thomas L. Mum aw
Melissa  M. Kruege r
P INNACLE WES T CAP ITAL
CORP ORATION
PO BOX 53999, MS 8695
Phoenix, AZ 85072
Attorneys  for Arizona  Public Se rvice
Company
Thomas.loq.uvam@pinnaclewest.com6

7

8

9

10

J e nnife r Cra ns ton
G ALLAG HE R  & KE NNE DY,  P A
2575 E. Ca me lba ck Rd., S uite  1100
P hoe nix, AZ 85016
Attorne ys  for Arizona  Ele ctric  P owe r
Coope ra tive , Inc. a nd
Dixie  Es ca la nte  Rura l Ele ctric  As s ocia tion,
In c .

Consented to Service by Email

Cha rle s  Kre te k, Ge ne ra l Couns e l
COLUMBUS  E LE CTRIC COOP E RATIVE ,
INC .
P O Box 631
De ming, NM 8803 I

11

12

13

LaDe l Lamb, P re s ident and CEO
DIXIE  E S C ALANTE  R UR AL E LE C TR IC
AS S OCIATION, INC.
71 Ea s t Highwa y 56
Be ryl UT 84714

1 4

1 5
Nancy Baer
245 San Patricio Drive
Sedona, AZ 86336

'Micha e l W. P a tte n
Timothy J . S a to
Jason D. Gellman
S NELL & WILMER, LLP
One Arizona  Center
400 E. Van Buren St., Suite  1900
Phoenix, AZ 85004
Attorne ys  for Ajo Improve me nt Compa ny,
More nci Wa te r a nd Ele ctric Compa ny, Trico

16 Electric Coope ra tive , Inc.,
Tucson Electric Power Company, and UNS
Ele ctric, Inc.17

18

Dan McC1endon
Marcus  Lewis
GARKANE ENERGY COOP ERATIVE, INC.
P O Box465
Loa , UT 8474719

20
WILLIAM

21

Ga ry P ie rs on
AR IZONA E LE C TR IC  P OWE R
C OOP E R ATWE , INC .
P O BOX 670
1000 s . Highwa y 80
Be ns on, AZ 85602

22

Willia m p. S ulliva n
LAW OFFICES OF
S ULLIVAN, P LLC
501 East Thomas Road
Phoenix, AZ 85012-3205
Attorneys for Garkane  Energy Coopera tive ,
Inc., Mohave  Electric Coopera tive , Inc. and
Navopache  Electric Coopera tive , Inc.

23

24

25

S te ve n Lunt
Chie f Exe cutive  Office r
DUNC AN VALLE Y E LE C TR IC
COOP E RATIVE , INC.
379597 AZ 75
P O Box 440
Dunca n, AZ 8553426

27

Than W. Ashby, Office Manager
GRAHAM COUNTY ELECTRIC
COOP ERATIVE, INC.
9 W. Ce nte r S t. ,
PO Drawer B
Pima, AZ 8554328
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1

2

3

Tyle r Ca rls on, CEO
P e ggy Gillma n, Ma na ge r of P ublic  Affa irs
MOHAVE  E LE CTRIC COOP E RATIVE , INC.
P O Box 1045
Bullhe a d City, AZ 86430

Bra dle y S . Ca rroll
TUCS ON E LE CTRIC P OWE R COMP ANY
P O Box 711 .
Tucs on, AZ 85701-0711
mpatten@sw1aw.com
BCarrol1@tep.com
docket@swlaw.com4

5

Vincent Nitido, CEO/Genera l Manager
TRICO ELECTRIC COOP ERATIVE, INC.
8600 West Tangerine Road
Ma rina , AZ 85658

Consented to Service by Email

6

7

8

9

Roy Arche r, P re s ide nt
MOR E NC I WATE R  AND E LE C TR IC
C O MP ANY
AJ O  IMP R O VE ME NT C O MP ANY
P o Box 68
Mo re n a ,  AZ 8 5 5 4 0

Susan H. Pitca irn, MS
Richa rd H. P itca irn, P hD, DVM
1865 Gun Fury Road
Sedona, AZ 86336

10

1 1

Da vid G. Hutche ns , P re s ide nt
Ke vin P . La rs on, Dire ctor
UNS  ELECTRIC, INC.
88 E. Broa dwa y Blvd., MS  HQE901
P O Box 711
Tucs on, AZ 85701-0711

1 2

1 3

Charles  R. Moore
P a ul O'Da ir
NAVOP ACHE ELECTRIC COOP ERATIVE,
Ì NC.
1878 West White  Mounta in Blvd;
Lakeside , AZ 85929

14

15 P .O. Box 433
P a ys on, AZ 85547

Tom Ha rris , Cha irma n
ARIZONA S OLAR E NE RGY INDUS TRIE S
AS S OC IATION
2122 W. Lone  Ca ctus  Dr., S uite  2
P hoe nix, AZ 85027
Tom.Ha rris @ AriS E1A.org

1 6 Consented to Service by Email

17

18

19

J a nice  Alwa rd, Chie f Couns e l
Le ga l Divis ion
AR IZONA C OR P OR ATION C OMMIS S ION
1200 We s t Wa s hington S tre e t
P hoe nix, AZ 85007

20

2 1

Je ffrey W. Crocke tt
CROCKETT LAW GROUP , P LLC
2198 E. Camelback Rd., Suite  305
Phoenix, AZ 85016-4747
Attorne y for S ulfur S prings  Va lle y Ele ctric

Coopera tive , Inc.
je ff@ie ffcrocke ttla w.corn
kchapman@ssvec.com
jbla ir@ssvec.com

22
Consented to Service by Email

tford@azcc.gQv
r1loyd@azcc.gov
tbroderick@azcc.gov
m1audone@.azcc.gov
mscott@azcc.gov

23 Consented to Service by Email

24

25

Nichola s  J . Enoch
LUBIN & E NOC H, P .C .
349 North Fourth Ave nue
P hoe nix, AZ 85003
Attorne ys  for IBEW Loca ls  387, 1116, & 769

26

27

28
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on Grid

Generation

No Export Responsive Non-Responsive
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Value of Distributed Generation

DG Type

DG Chsmdaristics
& cgpahmgies

Energy

on-Peak

Q1f.peak
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Emgggancy (shortage)
Low Load (Excess generation)

caoadw
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Short-term
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Frequency Regulation
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Risk

Fuel Price Hedge

Market Price Response

Environmental

Carbon

NOX sox

Water

Land

Sandal

Customer

Meter & Reading

Sewlce Drop

Billing

Customer Service

lntexconnection
r
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Storage-Energy

Responsive Non-Responsive
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Value of Distdbuied Generation

DG Type

DG Characteristics
a Capabilities

Energy

On-Peak

Off-Peak
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Emergency (shortage) .

Law Load (Excess generation)
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Flea Axis

Wesl
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Value Rf Distributed Generation

DG Type

DG Chamcieristins
& Cap8bl1lties

Energy

On-Pliak

Off~peak
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Law Luau (Excess generation)
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Wind
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Value of Distributed Generation

DG Type
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Value of Distributed Generation

DG Type

DG Characteristics
& Capabilities
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Value ofDistrlbuled Generation

DG Type
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