- Rl

HUDNTHA Illi) Iilll I'Ill !Ill 4||/
ORIGINAL wevors s ssszoss coronsrios conmyr

4 f‘n,
COMMISSIONERS DOCKET COHTROL

DOUG LITTLE - Chairman Wb NOV -2 AIE 25
BOB STUMP

BOB BURNS

ANDY TOBIN

TOM FORESE

IN THE MATTER OF THE APPLICATION OF DOCKET NO. E-01933A-15-0322
TUCSON ELECTRIC POWER COMPANY FOR

THE ESTABLISHMENT OF JUST AND DOCKET NO. E-01933A-15-0239
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF TEP DEVOTED TO ITS

POSTHEARING BRIEF OF KEVIN

KOCH
OPERATIONS THROUGHOUT THE STATE
OF AZ AND FOR RELATED APPROVALS.
TABLE OF CONTENTS
INTRODUCTION
I. Existing commercial solar customers
II. RPS credit option
III. Solar meter fee
IV. Residential tiered rate structures Yy
v B m
V. Basic service charge =
CONCLUSION R E C E , v
Arizona Corporation Commission 0CT 3 1 2015
DOCKETE D QEAZV‘;N@OCOHP COMMISSION
- - CONGRESS - STE
NOV 02 2016 TUCSON, AZ 8571 20

DOCKETED BY |~ =
— ey

—3




bl
N ;

INTRODUCTION A

The testimony I’ve provided in this rate case is meant to provide guidance to the Commission
regarding policies that would result in the continued viability of “rooftop™ solar in Tucson Electric Power
service territory, while reducing the cost to all ratepayers for the benefits they receive from additional
solar being installed in Tucson. In addition, I have argued for rate design which will continue to
encourage energy efficiency among ratepayers and keep the lowest energy users from being overly
burdened by the cost of essential electrical service. Lastly, I have argued for policies which will not harm
commercial customers who chose to install solar previously when encouraged to do so by the

Commission.

L Existing commercial solar customers
Under Tucson Electric Power Company’s current proposal, current GS-10 customers that use more than
24,000 kWh (net) during any two consecutive months would be migrated to a rate with lower volumetric
energy charges and a new demand charge. This new structure would result in some customers paying |
more for their solar lease payments or financing terms than they are saving on their electric bills. This
could apply to customers who purchased a solar energy system that was only designed to produce a
portion of the electricity use, or to customers who have much higher summer use and whose average solar
production is 12,000 kwh/month less than their summer usage. While these rate structures may be
acceptable for future solar customers, by applying these rates to customers who adopted solar under the
old rules, the Commission runs the risk of changing the rules mid-game and causing harm to customers
who were encouraged to adopt solar under the Commission’s rules and incentive programs. I strongly
encourage the Commission to allow existing commercial solar customers to retain the GS-10 rate
structure by being allowed to remain on the SGS rate regardless of their size until 20 years after the

commissioning of their solar electric system.

1L RPS credit option

I do not believe that there is any benefit to adopting the RPS credit option during phase one of this
rate case. This option should be considered during phase two, along with other proposals affecting the rate
that customers receive for energy they generate with a solar electric system installed on their home or
business. However, if this option is adopted during phase one, as it was in the UNS Electric case, it
should not have tranches with declining values as this runs the risk of dropping the credit option below
what the market will bear and stalling or killing the solar industry with no action by the Commission. An
annual review by the Commission would be sufficient to set the rate in a way that sustains the market

while providing the best value to the rate payer. [ would suggest that the rate to start out should be less




than the current rate for net metered customers, since there is less risk to this option than the net metering
option. I provided testimony that any rate below $0.095/kwh would be poorly received by potential solar
customers in Tucson Electric Power Company’s service territory. A rate of $0.095 or $0.10/kwh would be

appropriate, if the option were to be adopted during phase one.

IH. Solar meter fee

Unless solar customers have the option to opt out of the requirement to install a solar meter, they
should not be charged a solar meter fee. These fees are used by Tucson Electric Power Company (TEP) to
comply with the REST rules, or to justify a waiver of the REST rules. As stated in my testimony,
customers do not need a solar meter for their own operations or maintenance, as they have other means of
obtaining this information already included with their system. Customers who wish to sell their renewable
energy credits (RECs) to the utility or some other party should install a solar meter, and could pay for it
out of the proceeds of the REC sale. Because most solar customers today are not selling their RECs to
TEP or others, they do not have a need or a financial incentive to install such a meter. As it currently
stands, solar customers already do pay for the labor costs for the installation of these meters, while TEP
pays for the equipment and the ongoing meter reading services, for a piece of equipment that only

benefits the utility in meeting the REST requirements.

1v. Residential tiered rate structures

TEP has argued that tiered rate structures are no longer necessary to send market signals for
ratepayers to conserve energy. However, as I mentioned in my testimony, when customers make
decisions about replacing appliances such as air conditioners, refrigerators, pool pumps, and the like, they
do so based on the marginal cost of electricity. Due to the marginal cost being higher with three tiered
rates compared to two tiered rates, payback calculations will result in more efficient choices being made
with higher marginal rates. Because of the importance of these decisions in creating a more efficient use
of energy in the future, it is incredibly important to maintain the three tiers. Not only does this help drive
decisions which will result in more energy efficient infrastructure, it will also reduce the burden of
essential electric service on those who cannot afford a higher cost of electricity. By reducing the cost of
the first 500 kWh, and increasing the cost of electricity above 1000 kWh per month, basic needs remain
more affordable and the economy sends signals which encourage a vital transition to more efficient use of

resources.

V. Basic service charge




I support testimony by other parties as well as my own that Basic Service charges should not go up by
more than the overall rate increase, as these charges are not something a customer can control, and
therefore do not contribute to decisions which promote conservation of resources or expenses. Just as in
the case of the tiered rate structures, a lower basic service charge will keep the burden of essential electric
service from rising on people who cannot afford the increase, and it will increase adoption of more energy
efficient products because the added cost of the revenue requirement will be in the volumetric charges
which a customer can control. Given that the current charge is $10.00, and that the overall rate increase is

about 7%, the cost of the Basic Service charge should not be more than $10.70.

CONCLUSION

Perhaps the most distressing aspect of this rate case is the disproportionate increase in rates to those
who use the least amount of energy. I would urge the Commission to adopt new rates which minimize the
negative effect of the rate case on those who use the lease amount of electricity. By maintaining three
levels of tiered rates and a low basic service charge the new rates can be fairly applied without tipping the
scales to burden the most vulnerable in our society.

In addition, I would urge the Commission to treat existing commercial customers with solar fairly by
allowing them to choose the SGS rate structure for at least 20 years after the commissioning of their
system.

Lastly, I would urge the Commission to postpone the adoption of RUCO’s RPS Credit Option until
phase two of the proceeding, or, as a lesser alternative, to adopt the modifications I have suggested in my

testimony and summarized above.

RESPECTFULLY SUBMITTED this 31st day of October, 2016.
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