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S ulfur S prings  Va lle y Ele ctric Coope ra tive , Inc.,1  ("S S VEC" or the  "Coope ra tive ")

he reby file s  its  exceptions  to the  Recommended Opinion and Orde r ("ROO") filed in this  docke t

on Octobe r 12, 2016. SSVEC apprecia te s  the  grea t e fforts  of the  Adminis tra tive  Law Judge  and

Utilitie s  Divis ion S ta ff ("S ta ff') to a ddre s s  the  importa nt is s ue s  ra is e d in this  ca s e . The re  wa s

a gre e me nt be twe e n S ta ff a nd S S VEC-a nd a  la ck of oppos ition from inte rve ne rs  in the  ca s e -

rega rding much of wha t was  reques ted in the  ra te  applica tion. The  a rea s  of agreement include :

(i) revenue  requirement, (ii) ra te  base , (iii) opera ting margin, (iv) the  rese t base  cost of purchased

powe r, (v) the  cos t of se rvice  s tudy, (vi) cha nge s  to se rvice  cha rge s , (vii) cha nge s  to SSVEC's

S e rvice  Conditions , (viii) cha nge s  to the  comme rcia l a nd indus tria l, la rge  powe r, irriga tion,

se curity lighting a nd s tre e t lighting ra te  sche dule s , a nd (ix) a n incre a se  in the  monthly S e rvice

Availability Charge  in the  Residentia l ra te  class  from $10.25 to $25.00, accomplished in four s teps

over four years  with corresponding reductions  in the  volumetric energy charge .

Notwiths ta nding the  ma ny a re a s  of a gre e me nt, the  ROO fa ils  to a dopt a t this  time  the

Coope ra tive 's  re que s t to imple me nt a  ne w Re s ide ntia l Pa rtia l Re quire me nts  Se rvice , S ta ndby

Service , Backup Service  ("R-PR") ra te  schedule  for ne w partia l requirements  members , including

those  with ins ta lle d dis tribute d ge ne ra tion ("DG"), who do not purcha se  a ll of the ir e le ctricity

from SSVEC. The  R-PR ra te  schedule  would be  adminis te red in conjunction with a  new Pa rtia l

Requirements  Service , S tandby Service , Backup Service  ta riff ("PR-1") tha t compensa tes  excess

distributed genera tion energy a t avoided cost ra ther than the  full re ta il ra te . The proposed monthly

Service  Ava ilability Charge  of $50 in the  new R-PR ra te  schedule  would be  implemented in four

steps over four years  from an initia l ra te  of $10.25 .

Likewise , the  ROO fa ils  to adopt the  Coopera tive 's  request to grandfa ther e xis ting pa rtia l22

23 re quire me nts  me mbe rs , including thos e  with ins ta lle d DG, unde r a  ne w Re s ide ntia l P a rtia l

Requirements  Service , S tandby Service , Backup Service  ("R-PR-E") ra te  schedule . The  R-PR-E24

25

26

27

28

1SSVEC is a member-owned non-profit rural electric distribution cooperative headquartered in Willcox,
Arizona. SSVEC serves most of Cochise County and portions of Santa Cruz, Pima and Graham counties,
including the communities of Sierra Vista, Huachuca City, Patagonia, Elfrida, Benson, St. David, Bowie,
San Simon, Willcox, Sonoita and Pearce-Sunsites. SSVEC provides electricity to more than 58,000 electric
services including residential, small business, large commercial and irrigation, spread over 5,700 square
miles served by over 4,100 miles of energized lines. SSVEC is governed by an elected board of directors
who are directly accountable to the Cooperative's members.
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ra te  sche dule  would be  a dminis te re d in conjunction with a  re vise d Ne t Me te ring ta riff ("NM-l").

The  revised NM-1 ta riff grandfa the rs  exis ting ne t me te red members  unde r the  old ne t me te ring

policy and provides the  current re ta il ra te  as compensation excess energy exported to the  grid and

banking of ene rgy. The  Se rvice  Ava ilability Cha rge  unde r the  R-PR-E ra te  schedule  increa se s

from $10.25 to $50.00 in four s teps  implemented over four years .

Ra the r than approving SSVEC's  reques t with rega rd to the  new ta riffs  for re s identia l DG

members and the  corresponding changes to net metering, the  ROO orders a  follow-on proceeding

to furthe r address  these  reques ts  by SSVEC. However, for reasons  tha t a re  se t forth fully in the

evidentia ry record and brie fing of this  ca se , and summarized he re in, SSVEC reques ts  tha t the

Arizona  Corpora tion Commiss ion ("Commiss ion") grant its  reques t a t this  time  a s  follows:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18 Approving  a n  e xport ra te  for e xce s s  e ne rgy e xporte d  to  the  grid  by
re s ide ntia l me mbe rs  with ins ta lle d DG which is  the  lowe r of S S VEC's

19 s hort-te rm a voide d cos t, upda te d a nnua lly, a nd the  ra te  conta ine d in
S S VEC's  curre nt s ola r purcha s e  powe r a gre e me nt ("P P A") which will
be come  e ffe ctive  by the  e nd of 2016 (which informa tion wa s  provide d to
Staff pursuant to a  protective agreement in the rate  case), with the rate  being
upda ted with each new PPA. SSVEC would submit each new PPA to S ta ff

22 as  it becomes  e ffective  and the  new ave rage  blended ra te  would become
23 effective  30 days  a fte r submiss ion.

In its  ra te  a pplica tion, S S VEC propos e d a  gra ndfa the ring da te  of April 15, 2015, for
24

me mbe rs  with ins ta lle d DG or a pprove d contra cts  to ins ta ll DG. Howe ve r, SSVEC would a gre e
25 . 1 0  . .

to gra ndfa the r me mbe rs  with ins ta lle d DG a s  of the  da te  of the  Commlss lon's  a pprova l of this

26 ROO if the  Commiss ion a lso a pprove s  Sche dule s  R-PR, R-PR-E, PR-l a nd NM-1 a s  re que s te d

27 here in. Additiona lly, for members  under the  R-PR ra te  schedule , the  export ra te  would be  se t a s

28 described above.

Approving the  S tanda rd Offe r Ta riff tha t was  a ttached a s  Rebutta l Exhibit
DWH-3 to the  Re butta l Te s timony of Da vid He drick (He a ring Exhibit A-6)
including: (i) the  propos e d ne w P a rtia l Re quire me nts  S e rvice , S ta ndby
S e rvice , Ba ckup S e rvice  S che dule  R-P R-E (with  gra ndfa the ring , a s
he re ina fte r de scribe d) for e xis ting DG me mbe rs , (ii) the  propos e d ne w
Partia l Requirements  Se rvice , S tandby Service , Backup Service  Schedule
R-P R for ne w DG me mbe rs , (iii) the  propose d ne w Pa rtia l Re quire me nts
S e rvice , S ta ndby S e rvice , Ba ckup S e rvice  S che dule  P R-1; a nd (iv) the
propos e d modifica tions  to Ne t Me te ring Ta riff S che dule  NM-1, toge the r
with any required wa ive rs  of the  Commiss ion's  Ne t Me te ring rule s , A.A.C.
R14-2-2301 Er seq.
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In this  case , SSVEC has proposed a  ra te  design for DG members  which

Thus , S S VEC re que s ts  tha t the

A. SSVEC Has Established an Under-Recoverv of Fixed Costs Due to DG, and
the Cooperative Cannot Wait Longer to Address the Problem.

1 SSVEC submits that a ll of the evidence necessary to approve the Cooperative 's  request as

2 se t forth he re in is  a lre a dy in the  re cord a nd tha t a  pha se  two proce e ding is  unne ce ssa ry. In its

3 Reply Brie f in the  Va lue  and Cos t of DG proceeding (Docke t No. E-00000J-14-0023) (the  "VOS

4 Docket"), S taff acknowledged tha t "Coopera tives a re  diffe rent in important respects  from the  other

5 u tilitie s  pa rtic ipa ting  in  th is  p roce e d ing ," a nd  tha t "[g ]ive n  th is ,  a nd  the  fa c t tha t ma ny

Coopera tives  se rve  rura l a reas  and have  higher costs  in genera l, any methodology(s) adopted by

6 the  Commiss ion should a llow for the  unique  circumstances  of the  Coope ra tives  to be  taken into

7 It ha s  a ls o be e n a cknowle dge d in the  VOS  Docke t tha t DG cus tome rs  a re  pa rtia l

8 requirements  cus tomers . In recognition of these  rea litie s , the  recommended opinion and orde r in

9 the  VOS Docke t includes  an orde ring pa ragraph which s ta te s  tha t "the  Coope ra tive s  should be

10 afforded flexibility to deve lop ra te  des ign solutions  to the  cos t shift caused by DG and should not

11 be  re quire d to comply with a ny one -s ize -fits -a ll re quire me nts  tha t would impose  e conomic a nd

12 opera tional hardships."3

13 a ddre sse s  the  cos t shift in a  re a sona ble  a nd me a sure d wa y.

14 Commission approve  the  revis ions to the  ROO tha t a re  se t forth here in.

15 For the  Commiss ion's  cons ide ra tion and convenience , SSVEC has  a ttached a  proposed

amendment to the  ROO which would incorpora te  the  revis ions  reques ted by the  Coope ra tive  in

13 these  exceptions.

lb
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S S VEC ha s  e s ta blis he d through te s timony a nd othe r e vide nce  in this  ca s e  tha t the

prolife ra tion of members  with DG is  the  cause  of the  Coopera tive 's  under-recovery of fixed costs .

SSVEC Chie f Exe cutive  Office r Cre de n Hube r te s tifie d tha t "the  principa l re a son for filing this

ra te  case  a t this  time  is  to make  critica l changes  to the  Coopera tive 's  ra te  des ign tha t will enable

the  Coope ra tive  to be tte r cove r the  fixed cos ts  a ssocia ted with providing e lectric se rvice ."4 He

furthe r te s tified tha t "[t]he  prolife ra tion of PV sys tems in SSVEC's  se rvice  te rritory has  caused a

large  increase  in unrecovered fixed costs  a ttributable  to the  Coopera tive 's  ne t metered members"

and tha t "[t]he  estimated annual lost fixed costs  a ttributable  to the  1,013 ne t metered members a t

2 Staffs Reply Brief at 14, lines 9-12 (Docket No. E-00000J-14-0023).
3 Recommended Opinion and Order at 172, lines 1-3 (Docket No. E-00000J-14-0023).
4 Hearing Exhibit A-2 (Huber Direct) at 5, lines 11-14.
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the  end of the  2014 tes t year under the  exis ting res identia l ra te  is  $1,139,013 The  ca lcula tion

of the  los t fixe d cos ts  a ttributa ble  to DG during the  te s t ye a r is  s hown on S che dule  DWH-8

(revised) which is  a ttached to SSVEC witness  David Hedrick's  direct te s timony, and which was

a dmitte d a s  He a ring Exhibit A-10. S ta ff va lida te d this  unde r-re cove ry of fixe d in the  dire ct

te s timony of witness  Eric Van Epps , who tes tified as  follows :

Is  the re  evidence  tha t the  Company is  under-recovering due  to current DG
ins ta lla tions?

Ye s . The  Compa ny ha s  indica te d tha t the re  wa s  a n unde r-re cove ry
associa ted with the  prolifera tion of DG systems tha t equated to $1 ,139,013
under the  exis ting res identia l ra te  in its  2014 tes t year.

Can the  aforementioned under-recovery cla im be  substantia ted?

U m
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Yes. If you were  to se t aside  cross  subsidiza tion and the  a lignment of costs
with cos t ca us a tion the n it would be  a ppropria te  to a s s ume  tha t unde r-
re cove ry a s s ocia te d with  the  prolife ra tion of DG in  S S VEC's  s e rvice
te rritory would be  equa l to DG production, multiplied by unavoidable  fixed
costs . For SSVEC, in addition to the  tota l cus tomer cos ts , the  unavoidable
fixed costs would be the purchased power demand and the distribution wires
portion of the  bill.6
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The  ra te  des ign proposed by SSVEC, including the  new re s identia l ra te  cla ss  for pa rtia l

requirements  members , is  an appropria te  and reasonable  way to address  the  under-recovery of

fixed costs  which have been shown to be  a ttributable  to the  prolifera tion of members with insta lled

DG. The  ROO as  written is  de ficient because  it will re sult in shifting approxima te ly $3 l5,000 in

te s t yea r los t fixed cos ts  from members  with DG to othe r Coope ra tive  members  via  the  ene rgy

charge .7 Moreover, the  continua tion of this  ra te  case  into a  second phase  with grandfa thering of

DG members up through and including the  da te  of a  fina l order in phase  two, as  recommended in

the  ROO, will ne ce s sa rily le a d to ma ny more  DG ins ta lla tions  unde r a  ra te  de s ign which ha s

a lready been shown to be  deficient, thereby further exacerbating the  existing cost-shift. Thus, the

ROO as written will not produce  ra tes  tha t a re  just and reasonable .

5 Hearing Exhibit A-2 (Huber Direct) at 5, lines 21-25 .
6 Hearing Exhibit S-9 (Van Epos Direct) at 3, lines 12-24.
7 ROO at 15, lines 20-23, see also Hearing Exhibit S-8 (Paladino Surrebuttal) at 6, lines 5-7.
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B.
1

SSVEC's Rate Application Met Sufficiencv and All Other Legal
Requirements and the Commission Has all of the Evidence it Needs to
Approve the Cooperative's Request.

2

3

4

SSVEC has  provided a ll of the  documenta tion required by law to support its  proposa ls  in

this  ca se . Pursuant to A.A.C. R14-2-2305 ("Rule  2305"), SSVEC "must introduce  sola r-specific

cost of service  studies and benefit-cost analyses proving the  disparate  treatment [of DG members]

is  warranted."8 The  record is  clea r tha t SSVEC did provide  a  compliant cost of se rvice  s tudy and

a  compliant cost-benefit ana lysis  in support of its  proposa ls  in this  case  and Staff agreed.

1. SSVEC's Cost of Service Studv Met the Requirements of A.A.C. R14-
2-2305.

Staff agrees that the  cost of service  study performed by SSVEC satisfies the  requirements

of Rule  2305. While  the  Coope ra tive 's  cos t of s e rvice  s tudy did not s how the  re s ults  for the

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

re s ide ntia l DG cla s s  s e pa ra te ly from the

Hedrick expla ined that a  separate  study was not necessary:

re s ide ntia l non-DG cla s s , S S VEC's  e xpe rt witne s s

The  unde rlying re a lity with re ga rd to the  cos t of providing s e rvice  to re s ide ntia l
cus tome rs  with or without ins ta lle d DG is  tha t the  cos ts  of providing se rvice  a re
e s s e ntia lly the  s a me , e xce pt for a dditiona l me te ring cos ts  a nd billing cos ts  for
cus tomers  with DG. Until such time  tha t monthly demand da ta  is  ava ilable  for a ll
cus tomers  with ins ta lled DG, it was  de te rmined tha t the  fixed cos t components  for
the  tota l Residentia l class would provide  the  best representa tion of costs . Therefore
the  Res identia l DG group is  included a s  pa rt of the  tota l Res identia l cla ss  for the
purpose  of de fining the  cos ts  of providing se rvice . The  unde r-re cove ry of cos ts
resulting from lost fixed costs  from DG is  ca lcula ted in a  separa te  ana lysis  included
in my dire ct te s timony. The  combina tion of the  fixe d cos ts  of s e rvice  de fine d in
the  cos t of se rvice  s tudy and the  under-recovery of those  cos ts  de fined in the  los t
fixed cost analysis provides the basis for SSVEC's analysis supporting separate  ra te
schedules  for customers  with insta lled DG.9
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SSVEC provided te s timony and evidence  fully supporting the  crea tion of a  new cla ss  of

re s ide ntia l s e rvice  for me mbe rs  with ins ta lle d DG who purcha s e  only a  pa rt of the ir e ne rgy

requirements  from SSVEC. Staff agreed with SSVEC tha t separa te  ta riffs  for partia l requirements

members  "do not viola te  the  Rule  [2305]'s  prohibition aga ins t discrimina tion."10

8 EFCA's Post-Hearing Brief at 2, lines 16-18 (emphasis in original).
9 Hearing Exhibit A-6 (Hedrick Rebuttal) at 11, lines 4-16.
10 Staffs Closing Brief at 11, lines 13-14.
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2.
1

SSVEC Provided the Required Cost-Benefit Analvsis in Compliance
with A.A.C. R14-2-2305.

2

3

4

In its  Clos ing  Brie f, S ta ff conclude d a s  follows :

5

6

[T]he Company performed an analysis of the lost fixed costs that it claims to under
recover due to current DG installations, and Staff accepted the Company's evidence
of a test-year under recovery of $l,l39,013.69. Staff submits that this evidence
satisfies the benefit/cost analyses requirement of the rule. The Company also
provided evidence that DG customers have different load characteristics than other
residential customers participating in energy efficiency measures. The Company's
evidence confirmed t_hat the loaclcharacteristics are not similar, so the DG proposal
does not violate the Rule_in that regard. 11

SSVEC witnesses Judy Lambert and David Hedrick provided a cost of service study and

an analysis of lost fixed costs attributable to members with installed DG. Staff agreed that SSVEC

submitted the required cost-benefit analysis and concluded that the Cooperative's "proposed DG

tariffs do not violate the Rule's prohibition against discrimination."12

3. Residential DG Members Are Sufficientlv Different from Residential
Non-DG Members to Warrant a Separate Rate Class, and SSVEC Met
its Burden of Proof in Justifving a Separate Rate Class.

S S VEC pre s e nte d a mple  e vide nce  to s upport the  cre a tion of s e pa ra te  ra te  cla s s e s  for

m e m be rs  with ins ta lle d DG who purcha s e  only a  pa rt of the ir e ne rgy re quire m e nts  from  the

3-0
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Coope ra tive . Mr. He drick te s tifie d tha t me mbe rs  with ins ta lle d DG a re  ve ry diffe re nt from othe r

SSVEC members  with re s pect to cons umption, expla ining a s  follows  in his  te s timony:
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[EFCA witne s s ] Mr. F ilm e r points  to  the  b ill fre que ncy da ta  for S S VEC which
s hows  tha t the  C oop e ra tive  doe s  inde e d  ha ve  a  s ig n ific a n t num b e r o f low
cons umption cus tome rs . Mr. Fulme r's  pre mis e  is  tha t a  cus tome r with low us e  is
the  s ame as  a  DG cus tomer tha t genera tes  a  portion of its  own power. They a re  not
the  s a me . The  a ve ra ge  cons umption for a  Re s ide ntia l S S VEC cus tome r without
ins ta lle d DG is  677 kph pe r m onth. This  re pre s e nts  the  e ne rgy re quire m e nt for
the  a ve ra ge  Re s ide ntia l cus tome r without DG which is  purcha s e d from S S VEC.
Mr. Fulmer s ta tes  tha t the  average  consumption for a  cus tomer with sola r PV is  2 lb
kWh.13 This  is  not a ccura te  a nd is  m is le a ding . A c us tom e r with  s o la r P V
"p urcha s e s " a  ne t 218 kp h on a ve ra g e  from  S S VEC. As  re fle c te d  on Exhib it
DWH-8 of my direct te s timony, the  ave rage  cus tomer with ins ta lled DG gene ra te s
1,026 kph pe r month. Tha t indica te s  tha t a  re s ide ntia l cus tome r with ins ta lle d DG
ha s  a n e ne rgy re quire m e nt in e xce s s  of 1,200 kph pe r m onth (218 kph + 1,026

11 Staff's  Closing Brief at 11, lines 6-12 (citations omitted, emphasis added).
12 Staff's  Closing Brief at 11, lines 13-14.
13 The 218kwh average for a customer with DG comes from Schedule H-4.03 as explained by Mr. Hedrick
at the hearing. See Hearing Transcript Vol. II at 428, lines  9-10.
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kph = 1,244 kph) which is  much highe r tha n the  a ve ra ge  re s ide ntia l cus tome r
without DG a t 677 kph pe r month." Thus , the  da ta  cle a rly de mons tra te s  tha t
cus tome rs  with ins ta lle d DG a re  s ignifica ntly diffe re nt tha n the  a ve ra ge  S S VEC
Residential customer. 15

Mr. Hedrick expla ined furthe r a s  follows  :

The  a ve ra ge  kph consumption for Re s ide ntia l cus tome rs  without ins ta lle d DG is
677 kph pe r month. Howe ve r, it would be  common for a  Re s ide ntia l cus tome r
with ins ta lled DG to have  tota l load requirements  ranging from 800 kph pe r month
up  to  2 ,000  kph  pe r mon th . This  me a ns  tha t a  cus tome r with ins ta lle d DG
producing 1,026 kph per month would reasonably be  expected to reduce  his  or her
energy consumption from SSVEC by 50% up to 100% of tota l energy requirements.
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In contra s t, a  cus tome r pa rticipa ting in e ne rgy e fficie ncy me a sure s  a nd de ma nd
response  programs does not genera te  its  own power and would reasonably expect
to reduce  consumption by only a  small percentage  of the  customer's  tota l load. For
example , in the  most recently filed report on DSM activities , SSVEC noted tha t the
average  energy savings for a  customer participa ting in the  heat pump program was
57 kph per month and the  savings  for a  cus tomer pa rticipa ting in the  wa te r hea te r
progra m wa s  85  kph  pe r month . Thus , the  le ve l of los t kph s a le s  a nd the
corre s ponding los t fixe d cos ts  is  s ignifica ntly a nd de mons tra bly gre a te r for
cus tome rs  with ins ta lle d DG tha n the  pote ntia l los t fixe d cos ts  for cus tome r's
participa ting in energy efficiency measures and other demand response  programs.
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The  crea tion of new ra te  classes  for pa rtia l requirements  cus tomers  is  jus tified given the

unique  characteris tics  of this  residentia l sub-class , as  demonstra ted by the  evidence  presented in

this case.

c. SSVEC's Proposed Changes to Net Metering Should be Approved.

1 . Net Mete ring Under the  Current Rules  Res ults  in  Los t Fixed Cos ts  for
S S VEC.
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S S VEC ha s  p rove n  a  te s t-ye a r unde r-re cove ry o f fixe d  cos ts  in  the  a moun t o f

$l,l39,013.69, a s  a cknowle dge d by S ta ff.16 SSVEC witne ss  He drick pre se nte d te s timony a nd

a na lys is  which shows  tha t this  unde r-re cove ry is  a ttributa ble  to the  prolife ra tion of DG in the

Coopera tive 's  se rvice  te rritory.17 Net metering under the  exis ting rules  is  causing lost fixed costs

for SSVEC and the rules must change. SSVEC has proposed a  rate  design for DG members which

14 The 677kWh average for a residential customer without DG comes from Schedule H-5.0 as explained
by Mr. Hedrick at the hearing. Hearing Transcript Vol. II at 379, lines 16-19.
15 Hearing Exhibit A-7 (Hedrick Rejoinder) at 2-3. This testimony was corrected at the hearing by Mr.
Hedrick as shown in the Hearing Transcript Vol. II at 427-430.
16 Staffs Closing Brief a t ll, lines 6-8.
17 Hearing Exhibit A-6 (Hedrick Rebuttal) at 14-15.

7



will produce  ra te s  tha t a re  jus t and reasonable  under the  facts  of this  case  and tha t ra te  des ign

should be adopted.

2. SSVEC Has Properlv Considered the Known and Measurable Benefits
of DG.

SSVEC witness  Hedrick te s tified tha t "[t]he  bedrock principle  of ra te  des ign is  tha t ra te s

must be based on costs that are  known, measurable  and of a  continuing nature ."18 In other words,

"[t]he  Commis s ion s hould not a pprove  ra te s  tha t a re  ba s e d on u qua ntifia ble  future  cos ts  or

potentia l benefits ."19 Applying this  founda tiona l principa l of ra te -making, Mr. Hedrick addressed

each of the  e lements  lis ted by EFCA witness  Fulmer in this  ca se , even though those  e lements

were  drawn from UNS Electric's  2014 integra ted resource  plan and not from any SSVEC-specific

da ta .20 Mr. Hedrick te s tified tha t with the  exception of avoided ene rgy and fue l cos ts , the re  a re

no other known and measurable  avoided costs to be  included in an export ra te .21

It s hould a ls o be  note d tha t othe r pa rtie s , including inte rve nor EFCA, ha d a n a mple

opportunity to present evidence of the  known and measurable  benefits  of DG in this docket. When

asked on cross examination why he did not conduct an analysis  in this  case  based upon SSVEC's

specific facts , EFCA witness  Fulmer responded "[t]he  s imple  reason was  tha t I wasn't requested

to by my clie nt."22 EFCA could ha ve  pre s e nte d e vide nce d qua ntifying Mr. Fulme r's  a lle ge d

benefits  of DG but it chose  not to do so.

3. The Export Rate should Be Set at the lower of SSVEC's Short-Term
Avoided Cost or the Weighted Average Cost as Contained in its Solar
Purchase Power Agreements, with Updating to Include Each New
PPA.
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In the  ra te  case , SSVEC proposed to se t the  ra te  it pays for excess energy exported to the

grid by DG members  a t the  Coopera tive 's  short-te rm avoided cost," or $0.025800 per kWh,24 as

oppos e d  to  the  re ta il ra te  of the  e le ctric ity. S S VEC witne s s  He drick te s tifie d  tha t "the

18 Hearing Exhibit A-6 (Hedrick Rebuttal) a t 18, lines 4-5 .
19 Hearing Exhibit A-6 (Hedrick Rebutta l) a t 18, lines 4-5 .
20 Hearing Exhibit EFCA-6 (Fulmer Direct) a t 12-15, see  a lso EFCA's Post-Hearing Brief a t 12, lines 18-
19.
21 Hearing Transcript Vol. II a t 469, lines 4-18.
22 Hearing Transcript Vol. IV at 943, lines 12-15.
23 Hearing Exhibit A-6 (Hedrick Rebutta l) a t 17, lines 7-8.
24 Hearing Exhibit A-1 (Applica tion), Attachment 4, page 64.
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Coope ra tive 's  a voide d cos t is  e qua l to only the  ene rgy and fue l components  of the  whole sa le

He  expla ined tha t "SSVEC purchases  the  ma jority of its  wholesa le  power requirements

from the  Arizona  Ele ctric P owe r Coope ra tive  ("AEP CO") unde r a  contra ct with a  fixe d cha rge

for production capacity costs . Thus, the  fixed costs under the  AEPCO contract are  not avoided

when power purchases by SSVEC are reduced as a  result of DG. 27

Notwiths ta nding its  ra te  ca se  pos ition on the  e xport ra te , S S VEC will a gre e  to s e t the

export ra te  a t the  lower of its  short-te rm avoided cost and the  average  blended ra te  conta ined in

its  PPAs, as described above.
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SSVEC requests that the  Commission approve the  Standard Offer Tariff that was a ttached

a s  Re butta l Exhibit DWH-3 to the  Re butta l Te s timony of Da vid He drick (He a ring Exhibit A-6)

including (i) the  proposed new Partia l Requirements  Se rvice , S tandby Se rvice , Backup Se rvice

S che dule  R-P R-E (with gra ndfa the ring a s  de s cribe d he re in), (ii) the  propos e d ne w P a rtia l

Requirements  Service , S tandby Service , Backup Service  Schedule  R-PR, (iii) the  proposed new

P a rtia l Re quire me nts  S e rvice , S ta ndby S e rvice , Ba ckup S e rvice  S che dule  P R-l, a nd (iv) the

propos e d modifica tions  to Ne t Me te ring Ta riff S che dule  NM-1, toge the r with a ny re quire d

wa ive rs  of the  Ne t Me te ring rule s , A.A.C. R14-2-2301 Er seq. SSVEC furthe r reques ts  tha t the

Commission approve an export ra te  for excess energy exported to the  grid by residentia l members

with ins ta lled DG which is  the  lower of SSVEC's  short-te rm avoided cost or the  average  blended

ra te  of S S VEC's  P P As  with upda ting to include  e a ch ne w P P A a s  de s cribe d a bove . The s e

modifica tions  to the  ROO will produce  ra te s  tha t a re  jus t and rea sonable  and will appropria te ly

recognize  tha t coopera tives  should be  a fforded flexibility to deve lop ra te  des ign solutions  to the

DG cost shift tha t protects  them from economic and opera tiona l hardships .

25 Hearing Exhibit A-6 (Hedrick Rebutta l) a t 17, lines 8-9 (emphasis added).
26 Hearing Exhibit A-6 (Hedrick Rebutta l) a t 17, lines 9-11 .
27 Hearing Exhibit A-6 (Hedrick Rebutta l) a t 17, lines l 1-12.
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RESPECTFULLY submitted this  21st day of October, 2016.

CROCKETT LAW GROUP  P LLC
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Je ffr W a c  e  , Esq.
21 E. C e lba Road, Suite  305
Phoenix, Arizona  85016
Atto rn e y fo r S u lp h u r S p rin g s  Va lle y E le c tric
Coopera tive , Inc.
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this 21 st day of October, 2016, with:

Docke t Control
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
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Dwight D. Node s , Chie f Adminis tra tive  La w Judge
He a ring Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007

Thoma s  M. Brode rick, Dire ctor
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
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Thomas  A. Loquvam
Thomas L. Mum aw
Me lis sa  M. Krue ge r
P INNACLE WES T CAP ITAL CORP ORATION
P.O. Box 53999, MSW 8692
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Attorneys  for Arizona  Public Se rvice  Company
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Cons ented to  Service  by E-mail

Thomas  A. Harris , Cha irman
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Cons ented to  Service  by E-mail
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Ga rry D. Hays
THE LAW OFFICES  OF GARRY D. HAYS , P .C.
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Attorne y for Arizona  S ola r De ployme nt Allia nce

Michae l W. Pa tten
S NELL & WILMER, L.L.P .
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Attorne y for Trico Ele ctric Coope ra tive , Inc.
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PROPOSED AMENDMENT # 1

COMPANY:

DATE PREPARED: October 219 2016

Sulfur Springs Valley Electric Cooperative, Inc.

E-0 l575A-l5-0312DOCKET NO.:

OPEN MEETING DATES: October 27-28, 2016 AGENDA ITEM:

Page 16, line 22,

DELETE the text beginning on line 22 of page 16 and continuing through the end of line
22 on page 17, and REPLACE with the following:

SSVEC presented evidence that it has experienced a significant under-recovery of fixed
costs. We believe that the Cooperative has demonstrated that its Linder-recovery can be
attributed substantially to the adoption of rooftop solar in its service area. Although a
separate COSS schedule for residential DG customers is not required, it likely would
have been beneficial. However, SSVEC's significant under-recovery of fixed costs
cannot be ignored. We disagree with EFCA that the creation of a separate residential DG
customer class, in-and-of itself, is discriminatory. Nor do we believe that failure to
provide a solar-specific COSS or benefit/cost analysis pursuant to A.A.C. R14-2-2305
necessarily prohibits implementation of tariffs for partial requirements customers such as
residential DG members. Each case depends on the evidence presented. In this instance,
SSVEC has provided sufficient evidence to support the creation of a separate residential
DG customer class.

We note also that the Cooperative does not have a lost fixed cost recovery mechanism,
nor  does  i t  have inves tor s  who can absorb  los t  cos t s -a l l  losses  fa l l  back to the
Cooperative's members. Although Staffs recommendation for three part rates consisting
of a monthly charge,  demand charges,  and an energy charge may be reasonable at a
future point in time, because of SSVEC's current system and equipment limitations such
a design is not feasible at this time.

Given the two-part rate design, it is necessary to place more of the fixed costs of the
Residential customer class in the monthly service availability charge and rely less on the
energy charge to cover the fixed costs. The changes to the monthly service availability
charge will be implemented over four years. Thus, we believe the proposed standard
Resident ia l ra te schedule and the new Resident ia l DG ra te schedules are just  and
reasonable.

SSVEC should file new ra te schedules  and proofs  of revenue tha t  confonn to our
authorizations.
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Page  29, line  18,

INSERT a fte r footnote  118 on line  18 the  following:

In exceptions  tiled to the  recommended opinion and orde r, SSVEC agreed tha t it
would us e  a s  its  e xport ra te  the  lowe r of S S VEC's  a voide d cos t, with a nnua l
upda ting, and the  blended average  ra te  conta ined in SSVEC's  PPAs, with the  ra te
be ing updated with each new PPA.

Page  32, line  20,

INSERT a fte r footnote  141 on line  20 the  following:

In  e xce p tions  tile d  to  the  re comme nde d  op in ion  a nd  o rde r,  S S VEC modifie d  its
gra ndfa the ring re que s t to gra ndfa the r me mbe rs  with ins ta lle d DG a s  of the  da te  of the
Commiss ion's  approva l of this  order if the  Commiss ion approves  Schedules  R-PR, R-PR-
E, PR-1 and NM-l a s  reques ted by the  Coopera tive .

Page  34, line  1,

AFTER the  word adopted, ADD the  sentence  "We agree .
7,

Page  34, line  2,

DELETE the  te xt be ginning on line  2 of pa ge  34 a nd continuing through the  e nd of line
11 on page  35, and REPLACE with the  following:

We  note  tha t coope ra tive s  a re  diffe re nt in importa nt re s pe cts  from the  othe r utilitie s
pa rticipa ting in the  VOS  docke t. Coope ra tive s  including S S VEC se rve  rura l a re a s  a nd
ha ve  highe r cos ts  in ge ne ra l. Thus , the  coope ra tive s  s hould be  a fforde d fle xibility to
develop ra te  design solutions to the  cost shift caused by DG and should not be  required to
comply with  a ny one -s ize -fits -a ll re qu ire me nts  tha t would  impos e  e conomic  a nd
ope ra tiona l ha rdships . Given tha t SSVEC has  demons tra ted an unde r-recove ry of fixed
cos ts  a ttributable  to cus tomers  with DG, de fe rring a  fina l decis ion on DG ra te s  would be
a  substantia l burden on SSVEC.

Page  41, line  15, Finding of Fact 39,

BETWEEN the  words  "s ta nda rd  Re s ide ntia l" a nd "Re s ide ntia l TOU", INS ERT the
words  "Re s ide ntia l DG-Exis ting," Re s ide ntia l DG-Ne w, PR-1 , NM-l ,"

Page  41, line  27,

DELETE Findings  of Fact 44 and 45 and renumber accordingly.
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Page  42, line  6,

DELETE Finding of Fact 46 and replace  with a  new Finding of Fact 46 a s  followsl

The  gra ndfa the ring da te  for de te rmining which Re s ide ntia l DG ta riff a pplie s  to e a ch
customer with DG sha ll be  the  da te  of this  order.

Page  43, line  10,

DELETE the  ordering paragraphs on lines 10-15 of page  43 .

Make  a ll othe r conforming changes .
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