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Energy Freedom Coa lition of America  ("EFCA"), through its  unders igned counse l, he reby

submits  its  Pos t-He a ring Re ply Brie f
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Trico Ele ctric Coope ra tive , Inc. ("Trico" or the  "Compa ny") ha s  not pre se nte d the  da ta ,

6 studies, or analyses necessary to support its  requested changes to its  ra te  design, the  net metering

("NEM") e xport ra te , or its  cus tome r cha rge s . The  Compa ny fa ile d to prove  the  e xis te nce  of,

amount, or causation of any under-recovery. On the  contrary, the  record is  clear tha t the  Company

ha s  not e xpe rie nce d a ny unde r-re cove ry a nd continue s  to ha ve  s ignifica nt pos itive  ma rgins . In

fa iling to support its  proposa ls  with the  requis ite  da ta , s tudies , or ana lyses , Trico has  not sa tisfied

its  burden of proof and the  Commiss ion rules  require  the  Commiss ion to re ject Trico's  proposa ls .

Trico's  proposa ls  pa lpably run a foul of Commiss ion policy. They a re  a lso dissonant with

13 the  recent Value  and Cost of Dis tributed Genera tion (the  "Value  of Sola r docke t") Recommended

Opinion a nd Orde r (the  "Va lue  of S ola r ROO") a nd the  de cis ion in the  S ulphur S prings  Va lle y

Ele ctric Coope ra tive , Inc. ("S S VEC") ra te  ca se  by: (1) s e e king to a void full gra nd fa the ring of

distributed genera tion ("DG") customers under current ra tes  and ta riffs  through the  end of this  ra te

case , (2) a ttempting to adopt a  three-part ra te  design without having designed or implemented any

font of a n e duca tion pla n, (3) trying to a dopt ne w NEM ta riffs  without de ve loping a  re a sona ble

value  of solar or adopting a  plan to account for the  outcome of the  pending Value  of Solar docket,

and (4) acting in a  manner contravening the  principles  of gradua lism in seeking an increase  in its

customer charge to $24.00.

Accordingly, a s  a  ma tte r of law, Commiss ion policy, and Trico's  fa ilure  to mee t its  burden

to properly support its  proposa ls , the  Commiss ion should re ject the  proposed changes  to Trico's

ra te  design and, therefore , re ject the  terms of the  proposed se ttlement agreement entered into with

th e  Utilitie s  Divis io n  o f th e  Arizo n a  Co rp o ra tio n  Co mmis s io n ("S ta ff") (the  "P ropos e d

Se ttlement").
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IRIQO HAS_F4LE§ WELL SHORT op ITs BLIRQEN I0_DEMO_NST_RAIE _A

COST_ SHIFT _OR_ THAT_ THE COST QHIET WSIIFLES _TH_E IlVIM_EDI_AT_E

ADQP'llION_ OE TIlE PB01'OS_ED_SE'ITL_EMEN'['S N_EM TA_RIljlFS.

A. Trico Failed to Prove that Trico Under-Recovers from DG Customers and

Grossly Overstated any Alleged Under-Recovery.
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Staff and the  Company base  the ir a rguments  in support of changes  to NEM and new ra te

de s igns  for DG cus tome rs  on the  a lle ga tion tha t the  Compa ny is  unde r-re cove ring from DG

cus tomers . The  recently is sued ROO adopted by the  Commiss ion in SSVEC's  ra te  ea se l (in an

as-of-ye t unnumbered fina l Decis ion) is  illus tra tive  as  the  record in tha t case  was  s imila rly devoid

of facts  rega rding DG cus tomers ' a lleged unde r-recove ry. As  highlighted by Adminis tra tive  Law

Judge  Martin in the  recent SSVEC ROO, "we  do not be lieve  tha t the  Coope ra tive  [SSVEC] has

demons tra ted tha t the  entire ty of its  unde r-recove ry can be  a ttributed to the  adoption of rooftop

solar in its  se rvice  a rea . Trico s imila rly has  not demonstra ted tha t its  a lleged under-recovery is

from DG and in fact, has  not demonstra ted any rea l under-recovery from DG.

Whe n a ske d to provide  a ll work-pa pe rs  a nd docume nts  supporting the  a lle ge d unde r-

16 recovery and los t fixed cos ts , Trico fa iled to present a  full ana lys is  or DG cos t of se rvice  s tudy.

Indeed, Trico has  not comple ted any s tudie s  directly re la ted to DG cus tomers ' use  of the  grid.4

Trico s imply e s tima te d its  los t fixe d cos ts  by multiplying re s ide ntia l DG ins ta lla tions  by Trico's

the ore tica l a ve ra ge  los t fixe d cos ts .5 Trico ha s  "e s tima te d" e ve ry pa rt of its  a lle ge d unde r-

20 recovery, including the  average  DG kW usage , monthly kph productions  and even the  number of

its  DG cus tomers . In so doing, Trico's  ana lys is  was  based only on a ssumptions  of its  los t fixed

costs , and did not re flect what is  a ctua lly happening in Trico's  se rvice  temltory. Thus , not only is

the  under-recovery amount per DG customer unproven, but as discussed above, the  DG customer

counts  and a lleged under-recovery are  grossly infla ted as  well.

Witness  a fte r witness  te s tified for S ta ff and Trico tha t they do not know even the  amount

26
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1 Docket No. E-01575A-15-0312.
2 SSVEC ROO at 16:23-24.
3 Monsen Direct Tes t., EFCA Ex. EFCA-10 a t 32:7-12.
4 Monsen Direct Tes t., EFCA Ex. EFCA-10 a t WAM-3 (Trico Response to EFCA Data  Reques t 1-35).
5 Monsen Direct Tes t., EFCA Ex. EFCA-10 a t 32:7-12.
6 Hedrick Tr., Vol. II a t 367:13 - 368: 1, 374:9-24, Pa ladino Tr., Vol. III a t 492:22 - 49323, Van Epos  Tr., Vol. III a t
54229-25, Monsen Direct Tes t., EFCA Ex. EFCA-10 a t 32:7-12.
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the  a ve ra ge  DG cos tume r pa ys  to Trico in a  month. Ne ithe r S ta ff nor Trico could provide  a ny

e vide nce  a bout how ma ny DG cus tome rs  ma ke  monthly pa yme nts  to Trico in a ny a mount

wha tsoe ve r. Without a ny informa tion a s  to wha t a ctua l DG usa ge  is  a nd the  re la te d pa yme nts

made  to Trico each month, it is  imposs ible  to de te rmine  if DG cus tomers  a re  paying the  average

re s identia l cus tomer's  cos t of se rvice . Trico witne ss  Hedrick admitted he  was  unable  to provide

informa tion about how many sola r cus tomers  made  payments  a t any specific leve l to Trico on a

monthly basis .7 Mr. Hedrick admitted during cross  examination tha t he  was unaware  of how many

customers  with DG pay enough to cover the ir cost of se rvice  on a  monthly basis :

9

10
So when I asked you ea rlie r about sola r cus tomer bills  and if you could te ll
me  which block they fe ll in, can you te ll me  the  number of sola r cus tomers
tha t cover the ir cost of se rvice?11

12 N0.8

1 3

14

1 5

16

S ta ff s imila rly fa ile d to s ubs ta ntia te  its  cla ims  of DG-ca us e d unde r re cove ry with a ny

substantive  evidence . S ta ff witness  Van Epos acknowledged as  much, evening tha t S ta ff cannot

ve rify the  amount of the  under-recovery or cos t shift a lleged by the  Company.9 Indeed, S ta ffdid

not even try to substantia te the  a lleged under recovery asserted by Trico :

17

18

... S ta ff didn't find it necessa ry to go back and subs tantia te  tha t number.
We be lieve  tha t the re  is  a  cos t shift and the  amount of the  cos t shift, think,
a t this  point is  irre levant.

19

20 We ll, would you a gre e  tha t it would be  re le va nt ce rta inly if the  cos t s hift
were  $1 versus  $1 million. Correct?

21

22

23

24

25

Correct.10

De spite  supporting the  notion tha t a n unde rpa yme nt of re ve nue  wa s  occurring via  DG

customers , S ta ff witness  Pa ladino a lso admitted tha t she  did not know how many DG customers

pa id the ir cos t of se rvice  and had actua lly not seen any information re la ted to how much any DG

customers pay at all. 11

26

27

28

7 See Hedrick Tr., Vol. II a t 367:4-368: 1 .
0 Id. at 37424-8.
9 Van Epos  Tr., Vol. III a t 558:2 - 559:8.
10 Van Epos  Tr., Vol. III a t 559:1-8.
11 See Paladino Tr., Vol. III at 492121-49323.
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In summary, Trico and Staff have not provided, or do not even possess, data  bearing on the

following is sue s : (1) which e ne rgy consumption blocks  DG cus tome rs  e ithe r curre ntly fa ll in or

will fa ll in upon the  adoption of the  proposed ra tes, (2) the  average amount that DG customers pay

in the ir bills , (3) the  number of DG cus tomers  tha t currently pay monthly bills  sufficient to cove r

their cost of service, and (4) the size of the DG systems installed by its customers. 12 Without actual

da ta , the  a llega tions  of under-recovery a re  mere ly unproven a llega tions , and cannot be  the  basis

for dramatic changes to ra te  design and NEM.

8

9

10

B . Trico  Has  Not Demons tra ted  Any Emergency Requiring  Immedia te  Adoption

And Implementa tion Of Its  Propos ed Ra tes  Warranting Abandonment Of The

Value  of Sola r Docke t Findings .

11
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17
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22

23

Trico a rgues  tha t the  prolife ra tion of DG in its  te rritory has  gotten so out of hand tha t the

Company's  proposa ls  must be  adopted immedia te ly to "s top the  bleeding."13 Despite  its  cla ims,

however, the  Company fa iled to provide  any credible  evidence  tha t its  s itua tion is  unique  or tha t

its  fina ncia l live lihood is  impe rile d. In fa ct, the  Compa ny's  te s timony told the  s tory of a  he a lthy

utility re turning nea rly $7 million in margins  and excess  revenue  to cus tomer credit accounts  la s t

yea r." The  Commiss ion should not re ly on the  Company's  exaggera ted cla ims  of financia l doom

to foist untested and unprecedented increases to rates and changes to rate designs on its ratepayers.

Initia lly, the  Compa ny its e lf a dmits  tha t its  cla ims  of immine nt fina ncia l de s truction a re

tenuous . In its  own brie f, Trico s ta te s  tha t the  ra te  proposa ls  a re  not be ing made  to "address  [a ]

revenue  de ficiency."'5 Additiona lly, while  Trico cla ims  the  issues  it faces  with DG cus tomers  a re

a llegedly more  pronounced, the  Company admits  tha t "these  are  not problems unique  to Trico."16

Specifica lly, Trico cla ims tha t its  a lleged cost shift and the  rapid increase  in DG throughout

its  te rritory me rit Trico 's  d iffe re ntia l tre a tme nt. Ye t th is  conclus ion  is  not home  out upon

24

25

26

27

28

12  He drick Tr., Vol. II a t 367 :13 3 6 8 : 1 , 3 7 4 :9 -2 4 , P a la din s  Tr.,  Vol. III a t 4 9 2 :2 2  - 4 9 3 :3 , Va n  E pps  Tr.,  Vol. III a t
542 :9 -25 .
13  S e e  Trico P os t-He a ring Brie f a t 1 :16-21 , 6 :11  - 10 :13 , 32 :4  - 33 :21 , 34 :19  - 3522 .
14  Nitido Tr., Vol. I a t 140 :10-19 .
l'S  Id. a t 619.
16 Id. a t 6:11-13.
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14

15

16

17

18
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21

comparison to the  circumstances  a lleged by the  other utilitie s  in this  S ta te . Trico has  utte rly fa iled

to demonstrate  any appreciable difference between its circumstances and those in other rate  cases.

Trico's  cla ims  tha t imme dia te  a ction is  ne e de d a s  othe rwise  the  Compa ny ma y suffe r a

flood of DG a pplica tions  be twe e n now a nd the  is s ua nce  of a  fina l orde r a re  s purious . The

Compa ny its e lf confine d tha t s ince  2014, the  numbe r of DG a pplica tions  ha s  fa lle n in  its

te rritory and Trico's  reported number of DG ins ta lla tion is  infla ted.18 Trico's  cla ims  tha t the re

is  a  pressing need to end cross-subsidies is  a lso suspect. In this  very same proceeding, Trico asks

to subs idize  cus tomers  via  a  policy of providing free  line  extens ions  and adoption of an inclining

block ra te . Trico ca nnot cre dibly criticize  one  a lle ge d subs idy a s  a n immine nt thre a t to its  profit

ma rgin while  s imulta ne ous ly a s king to imple me nt a  policy tha t will cre a te  othe r s ubs ta ntia l

subsidies ." Indeed, S ta ff itse lf: (l) admitted tha t line  extensions  and the  inclining block ra te  should

be  cons ide re d cros s -s ubs idie s , (2) wa s  una ble  to ra tiona lize  a  policy of oppos ing DG a nd

supporting line  e xte ns ions , a nd (3) could not a rticula te  a  diffe re nce  be twe e n the se  subs idie s ."

Further, Trico estimates  tha t the  line  extension subsidy will cost the  Company approximate ly $1 .5

million per year, which is  virtua lly on par with the  cost shift it cla ims to suffe r from DG adoption.21

Trico ha s  utte rly fa ile d to de mons tra te  tha t it would be  una ble  to provide  s e rvice  or

othe rwis e  function if s ubje cte d to a  s e cond pha s e  to a ccount for Va lue  of S ola r a nd/or fully

grandfa ther a ll DG customers  tha t submit an inte rconnection applica tion prior to the  issuance  of a

fina l orde r in this  ca se . To the  contra ry, e ve n with the  "prolife ra tion" of DG within its  te rritory,

Trico has  tes tified tha t the  Company is  in good financia l hea lth, rea lizes  substantia l margins , and

has  even had sufficient funds  to is sue  s ignificant capita l credits  to its  members ." Be ing in good

22

23

24

25

26

27

28

17 Cathers  Tr., Vol. IV a t 803:13-15, Monsen Tr., Vol. IV at 3-9.
18 Trico appears  to be citing interconnection applications  as  actual DG ins ta lla tions , but applications  do not
necessarily trans ition into DG cus tomers . Trico cla ims  tha t as  of July 2016 there were approximately 1700 DG
members  but this  figure is  not accurate. See Trico Opening Br. a t 6:19. The 1700 tota l is  overs ta ted by over 200
systems based on 551 sys tems interconnected a t the beginning of 2014 according to Trico's  opening brief; and 942
systems subsequently ins ta lled between 2014 through mid-2016 according to Ms. Cathers . See Trico Opening Br. a t
6:15, Ca thers  Tr. Vol. IV a t 802:21-803:10.
19 Nitido Tr., Vol. I a t 149:5 - 150113, 152:13-24.
20 Paladino Tr., Vol. III at 532: 13 533: 15, Ford Tr., Vol. III a t 693:15 695:18, see also Nitido Tr., Vol. I a t 170:3-
8 (admitting that in an inclining block ra te, those in the higher tier pay more on a  per-unit bas is  once they hit a  higher
tier than those on the lower tier do for the same energy) .
1 Nitido Tr., Vol. I a t 150: 17-22.

22 Nitido Tr., Vol. I a t 140:10-19, 14111-5, 142:20 14317, 148:19-25.
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4

5

fina ncia l condition, a nd ha ving fa ile d to de mons tra te  tha t its  circums ta nce s  wa rra nt tre a tme nt

diffe re nt tha n tha t e xte nde d to othe r utilitie s , Trico should not be  e xe mpte d from e nga ging in a

second phase , considering the  results  in the  Value  of Sola r docke t, or fully grand fa thering a ll DG

customers tha t have  submitted an interconnection applica tion prior to the  issuance  of a  fina l order

in this  proce e ding."

6 Trico has  a lso not jus tified preempting the  outcome  of the  Va lue  of Sola r docke t, whe re

7

8

9

10

the  Recommended Opinion and Order was recently issued. Adopting the  DG Energy Export Tariff

on inaccurate  and infla ted infomiation and creating ra te  instability, increased costs , and uncerta inty

to DG customers , especia lly when the  Value  of Sola r docke t is  a lmost comple te , is  discrimina tory

to DG customers  under A.A.C. R14-2-2305 and must be  denied.

11 c.

12

Trico is Discriminating against DG Customers and Ignoring Customers

without DG from which it Under-Recovers.

13

14

15

16

Trico cla ims it urgently needs  changes  to DG ra tes  to s tem a  burgeoning under-recovery.

Ye t, the  record te lls  the  s tory of a  ve ry hea lthy utility tha t jus t la s t yea r a ss igned to its  members '

accounts  roughly $7 million in capita l credits  resulting from the  utility taking in more  revenue  than

it needed in 2015.24

17

18

19

20

Trico's  e xpe rt He drick's  te s timony de mons tra te s  tha t e ve n a ssuming tha t the  unprove n

re ve nue  s hortfa ll e xis ts , it is  contra dictory to bla me  DG cus tome rs  for Trico's  a lle ge d unde r-

re cove ry.25 By He drick's  own ca lcula tions , a pproxima te ly 23,000 re s ide ntia l cus tome rs  within

Trico's  s e rvice  te rritory (a pproxima te ly 60% of the  Compa ny's  tota l ra te pa ye rs ) fe ll be low the

21

22

23

24

25

26

27

28

23 EFCA a ls o note s  tha t we re  Trico a ctua lly s uffe ring conditions  in ne e d of imme dia te  re dre s s , it could ha ve  s ought
inte rim  ra te s  utilizing the  e m e rge ncy ra te m a king m e cha nis m  s a nctione d by our Courts . S e e  S ca le s  v. Ariz. Corp.
Comm 'n, 118 Ariz. 531, 535, 578 P .2d 612, 616 (App. 1978). Quite s im ply, no e m e rge ncy e xis ts  tha t would m e rit
a doption of inte rim ra te s  or the  imme dia te  impos ition of the  propos e d ra te s  a nd ra te  de s ign he re . Trico a ls o a rgue s
these  proposed ra te s  a re  neces sa ry because  it does  not have  a  Los t Fixed Cos t Recove ry ("LFCR") mechanism through
which it ma y re cove r ce rta in los t fixe d cos ts . S e e  Trico P os t-He a ring Brie f a t 33 :6-7. But nothing prohibits  Trico from
re que s ting a nd obta ining a n LFCR.
24 Nitido Tr., Vol. I a t 140: 10-19.
25 Trico utilize s  He drick a s  a n e xpe rt witne s s . He drick a dmits  tha t he  e xclus ive ly works  for utilitie s  (a nd ha s  hundre ds
of utility c lie nts ) a nd ca n't re ca ll a ny occa s ion in which he  ha s  be e n critica l of a  utility filing. S e e , He drick Tr., Vol.
II a t 3 6 1  :2 5 -3 6 2 :l0 ,  3 6 3 :l-3 .  This  in  its e lf d e m o ns tra te s  tha t Tric o 's  e xp e rt witne s s  is  b ia s e d  a g a ins t u tility
compe titors , s uch a s  DG ins ta lla tion bus ine s s e s  a nd cus tome rs , a nd a ls o ha s  gre a t ince ntive  to provide  a na lys is  a nd
te s timony tha t will s e rve  the  inte re s ts  of Trico while  ma lting him a n a ttra ctive  e xpe rt to othe r utilitie s  throughout the
na tion.
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1

2

3

4

5

average energy consumption.26 Hedrick explained that any customer, not just a  DG customer, that

use  le ss  than the  average  energy consumption fa ils  to cover he r cos t of se rvice ." In othe r words ,

there  a re  exponentia lly more  non-DG customers  than DG customers  tha t contribute  to the  a lleged

under-recovery and cost shift tha t Trico complains of here . Yet the  Company disingenuously seeks

to blame all of its  issues on DG customers a lone.28

6

7

8

9

10

11

12

1 3

14

15

Furthe r, e ve n with s ixty pe rce nt (60%) of Trico's  cus tome rs  a ppa re ntly fa iling to pa y for

the ir cost of service , the  Company continues to take  in revenues well in excess of its  costs . Trico's

CEO a nd Ge ne ra l Ma na ge r Nitido s ta te d tha t in 2015, the  Compa ny re a lize d a  $6.9 million

distribution margin, which occurs when its  revenue exceeds its  costs  and other expenses." He then

went on to expla in that Trico has had a  positive  distribution margin for a t least the  last seven years,

if not longe r." The  Compa ny ha s , for the  la s t fe w ye a rs , be e n fis ca lly he a lthy e nough to re tire

ca pita l cre dits  a nd dis burs e  s uch cre dits  to the ir me mbe rs ." As  Nitido confirme d, Trico is  not

opera ting a t a  l0ss .32 Having not experienced any loss  wha tsoever, Trico s imply cannot credibly

cla im tha t its  DG customers are  crea ting any appreciable  under-recovery, le t a lone  threa tening the

financia l live lihood of the  Company.

16 111 .

17

18

Tlgcq 18A1L_ED_ To _FU8n;sH_ T;1E . R1;Qq1s1;rE_ NQTIgE_ ng 1HI§
13Ro_cEEDn3G,_T1;ps_DEyR1yIn_G _INTEREST_ED_ p4RT_1Es 018 TgE;R 1;UE_

p1;oc_Ess_R1gHT_ TQAN 0§PQRTON_ITY_TQBE_HE_AR]).
19

20

21

22

As discusse d a t gre a te r le ngth in EFCA's  pos t-he a ring brie f; due  proce ss  re quire s  tha t

utilities  furnish notice  sufficient to give  inte rested parties , such as  Trico's  own member-customers ,

an opportunity to be  hea rd." "[T]he  content of the  notice  must be  sufficient to apprise  inte re s ted

partie s  of the  pendency of the  action and to make  them aware  of the  opportunity to present the ir

23

24

25

26

27

28

26 Hedrick Tr., Vol. 11 at 37317-23.
27 Id. at 371 :22 372211, 373:7-23.
28 It should also be noted, Trico has no problem spending $1.5 million on its line extension subsidies a year. See
Nitido Tr., Vol. I at 150.
29 Nitido Tr., Vol. I at 140:10-19.
301d. at 14111-5.
31 Id. at 142:20 .- 143:7.
32 Id. at 148:19-25.
33 See EFCA Post-Hearing Brief at 5:5 - 15:24, see also Iphaar v. Indus. Comm 'n of Ariz., 171 Ariz. 423, 426, 83 l
P.2d 422, 425 (App, 1992) (Internal quotations omitted), A.A.C. §§ R14-3-103, -105, and -109, see also A.R.S. §§ 41-
1021, -1022, and -1023 (setting forth specific notice and public participation requirements to engage in rule malting).
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19

20

21

22

23

24

obi ections."34 A fa ilure  to sufficiently apprise  interested parties  in a  manner sufficient to give  them

an opportunity to participa te  viola tes  those  persons ' Due  Process  rights .

S ta ff seeks  to minimize  the  importance  of the  required notice , essentia lly a rguing tha t: (1)

the  Compa ny cure d a ny de fe ctive  notice  by s e nding a  bill ins e rt, a nd (2) tha t the  "ca tcha ll"

language  providing tha t the  Commiss ion may increase  or decrease  the  proposed ra te s  provided

adequate  notice  of the  proposa ls  tha t were  ultimate ly adopted in the  se ttlement."

S uch a rgume nts  de mons tra te  a  ca va lie r a ttitude  towa rds  the  importa nce  of the  notice

requirements. Staff ignores the  fact tha t the  bill inserts  are  not legal notices and were  sent out only

a fte r the  time  had passed for any inte res ted party to inte rvene  in this  proceeding." Indeed, a t the

time the  hearing occurred, Trico estimated tha t only a pproxima te ly na lfof its  customers even had

re ce ive d the  bill inse rt including informa tion on the  ne w proposa ls  conta ine d in the  P ropose d

S e ttle me nt." The s e  bill ins e rts , mos t of which we re  not e ve n re ce ive d, obvious ly did not give

notice  sufficient to provide  an opportunity to pa rticipa te .

As  for the  "ca tcha ll" language , it ne ithe r contempla te s  tha t the  Commiss ion would adopt

wholly new ra te  design (the  Company initia lly applied for continued use  of its  two-part ra te  design,

and now seeks to impose a  three-part ra te  design with demand charges), nor does it provide for the

Company to ra ise  its  ra tes (as Trico now seeks to do in requesting a  $24.00 customer charge  after

initia lly proposing an increase  to a  $20.00 customer charge).38 But more  important is  the  fact tha t

whe n inquirie s  we re  ma de  by inte re s te d pa rtie s  conce rning this  a pplica tion, Trico expressly

represented tha t it was  not seeking to implement tree -pa rt ra te s  with demand cha rges ."

Trico s pe cifica lly s ta te d tha t "Trico ha s  re ce ive d que s tions  from Me mbe rs  re ga rding

ma nda tory de ma nd ra te s , which we  be lie ve  come s  from publicity re la te d to othe r utilitie s  in the

Sta te  or misinformation be ing provided to Trico's  members from third parties . Trico has responded

tha t we nave not proposed demand ra tes in our ra te  case  for res identia l customers , but tha t other

25

26

27

28

34 Matter fRights to Use of Gila River,171 Ariz. 230, 237-38, 830 P.2d 442, 449-50 (1992) (quoting
Mullan V. Central Hanover Tr. Co., 339 U.S. 306, 314, 70 S. Ct. 652, 657 (1950)).
35 Staff Post-Hearing Brief at 5:2-24.
36 Nitido Tr., Vol. I at 114:14 - 115:14.
37 See Cathers Tr., Vol. IV at 765:16 - 767:1.
38 See Rate Case Procedural Order at p. 4 (Dec. 3, 2015), Amendment to Application (May 4, 2016).
"see EFCA Exhibit 2 at (d).
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In othe rwords , Trico actua lly rece ived inquirie s  concerning demand charges  and responded tha t

it wa s  no t p ropos ing  de ma nd ra te s  a nd  tha t a ny s ugge s tion  to  the  contra ry cons titu te d

4 mis informa tion or confus ion s temming from proposa ls  made  by othe r utilitie s . Thus , the  ca tcha ll

language  cannot cure  the  defective  notice  as  even afte r such language  was included in its  notice ,

Trico expressly represented to interested parties that demand charges would not be  a t issue  in this

proceeding and did not change its  message until just weeks before  the  hearing and after the  period

for intervention had passed.

In sum, "the  s ignificant changes were  not identified in Trico's  notice  provided to customers

10 until a fte r tes timony was due  regarding the  proposed se ttlement. So essentia lly Trico's  customers

had little  or no chance  to comment on the  proposed se ttlement."41 Because  Trico fa iled to proffer

notice  sufficient to give  inte res ted pa rtie s  an opportunity to voice  the ir objections , it viola ted such

parties ' Due Process rights . Further, because  these  changes occurred subsequent to the  deadline

for inte rve ntion, pa rtie s  tha t like ly would ha ve  inte rve ne d ha d the y known ma nda tory de ma nd

cha rge s  we re  pos s ible  we re  de nie d tha t opportunity. Ne ithe r S ta ff nor Trico pre s e nte d a ny

a rgument sufficient to excuse  the  Company's  fa ilure  to comply with the se  notice  requirements .

Accordingly, a ny proposa l not prope rly notice d-spe cifica lly the  re que s t for a doption of a  thre e -

part ra te  with demand charges and an increase  in the  customer charge  to $24.00-must be  denied.

19 IV. THE_ PRPPQSE1; M,g;NDTQRY_DEMA;gD g_HA3GE_s MPST_BE RE.;Ec1En.

20

21

23

24

25

26

As demonstra ted in ERICA's briefs , the  Company has fa llen far short of demonstra ting that

its  proposed demand charges are  just and reasonable . The sole  justification presented for adoption

22 of demand charges is that such charges are going to be used to educate its customers in preparation

for an eventua l increase  of the  demand charge  above  $0.00. Yet Trico fa iled to demonstra te  tha t

the  $0.00 demand charge (or any demand cha rge ) is  necessa ry to educa te  cus tomers  or tha t its

proposa l will be  a  success ful component in a  cus tomer educa tion plan (which ha s  not ye t even

been deve loped). Accordingly, the  proposa l must be  re jected by the  Commission.

27

28

40 Id.
41 Monsen Tr., Vol IV a t 822:25 823:4.
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1 Res pons e  to  Cha irman Little 's  Le tte r

2
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A.

On October 21, 2016, Cha irman Little  wrote  a  le tte r to the  docke t tha t addressed, in pa rt,

the  $0 demand cha rge  proposa l be ing made  in this  case . EFCA wishes  to re spond to Cha irman

Little 's  s ta te me nt tha t, "I do not be lie ve  tha t a  ze ro de ma nd cha rge  is  a  "ba ck door" to pos itive

demand cha rges  a s  a  ra te  des ign option in the  Trico ra te  case ." As  it did in its  initia l brie f, EFCA

wis he s  to point the  Commis s ion to Ms . Ca the r's  own live  te s timony on this  topic whe re  s he

indica te d tha t the  Trico Boa rd would not "a pprove  the  cos t a nd e ffort" of moving towa rd a  $0

demand charge  unless  it be lieved it would be  implementing a  full demand charge  in the  iiLtture .42

The  Commiss ion can be  sure  tha t if it approves  this  $0 configura tion today, in the  next ra te  case

Trico will be  a rguing tha t it spent money and exerted e ffort implementing the  $0 demand ra te  and

tha t this  fact a lone  means  the  Commiss ion must penni it to take  the  next s tep of actua lly ra is ing

the  demand charge . In fact, by se tting limits  on the  future  demand ra te , Trico has  made  it clea r in

the  Proposed Settlement that it a lready intends to seek to ra ise  the  demand charge in the  next ra te

14 case.

15 B.

16

17

Trico has no Plan for Education of its Ratepayers Regarding the Proposed

Demand Rate. Rather, it seeks to cement a placeholder for demand charges

into its rates.

18

19

20

21

22

23

24

25

The re  is  curre ntly no e duca tion pla n in e xis te nce  a nd no e duca tion ha s  comme nce d

re ga rding de ma nd cha rge s  in Trico's  se rvice  te rritory. Ins te a d of fonnula ting a n e duca tion pla n

before  seeking the  adoption of demand charges, Staff and Trico have characterized what amounts

only to apian to la te r crea te  a  plan se t forth in the  Proposed Se ttlement43 as  the  educa tion "plan"

itse lf. Puzzlingly, both Trico and Sta ff have  even gone  as  fa r as  describing this  imaginary plan as

"extens ive ."44 It is  te lling tha t Trico does  not expla in how extens ive  the  plan is , because  to da te ,

Trico has  no plan to expla in. Trico's  "extensive" proposed educa tion plan is  brie fly outlined in the

Proposed Se ttlement tha t includes  only the  following limited de ta ils :45

26

27

28 42 Cathers  Tr., Vol. IV at 761 :7-13.
43 Proposed Settlement at Recital 10.1-10.4.
44 Trico Initia l Pos t-Hearing Br. a t 2:23, Sta ff Initia l Pos t-Hearing Brief a t 12:4-5
45 Proposed Settlement at Recital 10.1-10.4.
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1

2

3

4

5

6

1. Trico will conduct me mbe r outre a ch a nd e duca tion re ga rding de ma nd ra te s
following the  e ffective  da te  of the  Commiss ion decis ion approving the  se ttlement
agreement.

2. Educa tion conte nt will include : (a ) dis cus s ion of the  na ture  a nd ope ra tion of
demand ra tes , (b) how members  can manage  demand ra tes  to reduce  the ir utility
bill, and (c) information on tools  to a id in demand management such as  the  Smart
Hub a pplica tion.

3. The  da te  and time  of peak demand for the  billing period one  will be  added to each
me mbe r's  bill.

4. Trico will highlight te chnologica l solutions  tha t ca n be  use d to minimize  de ma nd
charges , including programmable  themiosta ts  and load controlle rs .7

8

9

10

1 1

12

1 3

14

15

16

17

18

19

20

21

23

24

25

26

Tha t is  the  e xte nt of the  "e xte ns ive " re quire me nts  se t forth in the  P ropose d Se ttle me nt.

Trico doe s  not provide  a ny a dditiona l de ta ils  on how it inte nds  to  fulfill its  e duca tion pla n

objective s , and ha s  clea rly not eva lua ted whe the r face ts  of its  plan a re  even appropria te  for its

se rvice  tem'tory. For example , as  S ta ff has  noted in its  Initia l Post-Hearing Brie f there  has  been a

lot of conce rn expressed in this  docke t about the  impact of demand ra te s  on Trico's  low income

members . In fact, during public comment, Sena tor Da lessandro of Legis la tive  Dis trict 2 indica ted

tha t 33 percent of the  children live  in poverty.46 Despite  this  fact, Trico s till finds  it appropria te  to

consider costly technologica l solutions  and inte rne t-based programs as  a  major component of its

educa tion plan. Any rea sonable  and "extens ive" plan would provide  clea r guidance  on how the

coopera tive  plans  to ta rge t its  most vulnerable  low-income members .

Ins te a d of e duca ting cus tome rs  be fore  the  utility propos e s  to  a pply the  ta riff to  its

customers , Trico seeks assurance  tha t it will ge t a  demand ra te  ta riff in place  before  expla ining to

members  wha t those  ra tes  a re  and how they will fL1nction.47 From Trico's  pe rspective , member

a cce pta nce  of de ma nd ra te s  is  a  s e lf-fulfilling prophe cy. Trico ha s  not ta ke n e ve n the  mos t

22 pre limina ry s te ps  to cre a te  a n e duca tion progra m, a nd Mr. Nitido a dmitte d Trico doe s  not e ve n

have  an estimate of how much it will cos t to deve lop and implement such a  plan, much le ss  have

an approved budget in place  to pay for 0ne.48 Despite  acknowledging the  need for a  consultant or

ve ndor to de ve lop a nd imple me nt a ny e duca tiona l pla n, Trico ha s  not ye t ide ntifie d a ny such

ve ndors , le t a lone  bid on the  s e rvice s  of one .49 De s pite  the s e  fa ilure s , Trico ins is ts  tha t the

27

28

46 Staff Initia l Post-Hearing Brief a t 18:2-5 .
47 Cathers  Tr., Vol. IV at 76127-13.
48 Nitido Tr., Vol. I a t 191:13-193:6.
49 Nitido Tr., Vol. I a t 191:16-192:12.
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2

3

4 The  $0 Tariff Serves  no Legitimate  Purpos e .

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Commiss ion take  the  Company's  backward approach of adopting the  demand cha rge  firs t now,

while  admitting no education plan has been fom1ulated50 and that no clear reason for implementing

a new rate element for educational purposes has been established.5l

c .

While  Trico ma y ha ve  re pe a te dly ins is te d tha t the  $0/kW de ma nd ra te  is  ne ce s sa ry to

include  on the  ta riff in order for the  utility to collect demand da ta  in its  billing system,52 the  actua l

le ga lly binding ta riff itse lf is  tota lly unne ce ssa ry for consume r e duca tion, a nd in pra ctice  would

like ly do more  to hinder educa tiona l e fforts  than advance  them.53 Beyond the  confusion crea ted

by the  $0 figure  itse lf, however, is  the  fact tha t Trico has  offe red no compelling reason for putting

the  $0 figure  in the  Coope ra tive 's  ta riffs . In its  P os t-He a ring Brie f, Trico offe rs  the  following

rationales for implementing the  $0 demand charge . Trico asserts  tha t this  demand ra te  component

will a llow it to:

1) "Accura te ly collect da ta  through its  billing da tabase ."54

Neithe r S ta ff nor Trico could expla in why the  ta riff itse lf was  necessa ry to accomplish this

obje ctive .55 Whe n a ske d spe cifica lly if the  ta riff wa s  ne e de d to colle ct da ta , Mr. Nitido did not

indica te  tha t it was  necessary, but ra ther tha t Trico be lieves  it is  the  "optimal way to do it."56

2) "Evalua te  customer usage  and demand profile ."57

Trico does not need a  tariff to evaluate  customer usage or demand. Ms. Cathers was asked

if Trico be lie ve s  it is  re quire d to ha ve  the  ta riff to colle ct infonna tion a nd input tha t informa tion

into its  billing system, and she  was unable  to identify such a  requirement." Commission Sta ff was

a lso unable  to identify such a  requirement."

22

23

24

25

26

27 760:13.

28

50 Nitido Tr., Vol. I a t 191:13-192317.
51 Nitido Tr., Vol. I a t 200:10-15, 204:23~205:2.
52 Nitido Tr., Vol I a t 19629-16.
53 Cathers  Tr., Vol. IV at 759:13-21.
54 Trice Pos t-Hearing Br., 2I:21-22.
55 Ford Tr., Vol III a t 687:20-23, Cashers  Tr., Vol IV a t 759:22
56 niridio Tr., Vol I a t 196211-197:1.
57 Trico Post-Hearing Br., 21:22.
58 Cithers  Tr., Vol IV a t 760:20-761216.
59 Ford Tr., Vol III a t 685: 16-24.
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1

2

3

3) "Eva lua te  potentia l demand ra te  impacts , including s tudying the  impact of billing

demand on 15-minute  interva l versus a  60-minute  interva l"60

Aga in, a s  de scribed above , ne ithe r Trico nor Commiss ion S ta ff was  able  to identify any

4 limita tion  on  colle cting  da ta  or s tudying  cus tome r us a ge  tha t would  be  re me die d  by the

implementa tion of a  demand ta riff5

6 D. A $0 Tarrif Does Not Educate Customers.

7

8

9

10

11

13

14

15

16

17

18

19

20 demand cha rge  would a ffect the ir bills . As  Mr. Monsen de scribed,

21

22

23

The $0 figure  itse lf does not educate  customers, and Ms. Cathers  acknowledged tha t such

a  charge  in fact, would like ly cause  confusion.61 In theory, the  $0-line  item might he lp to educa te

if a  cus tome r could  multip ly tha t figure  by h is  o r he r month ly de ma nd a nd  s e e  bo th  the

corre sponding demand cha rge  and ultima te  bill impact. Tha t is  not how demand cha rges  work.

The  $0 "placeholde r,"62 a s  Mr. Nitido described it, will not penni tha t kind of ca lcula tion. This  is

12 because  in a  subsequent ra te  case  Trico's  energy charge  would change upon the  introduction of a

demand charge, and the customer charge could change as well.

Further, a lthough the  Proposed Se ttlement caps the demand charge a t $2.00,63 Trico has

previously proposed a  $2.00 per kW demand charge"4 structured such that it was essentia lly fixed,

so if a  s imila r charge  were  to be  adopted, the  corresponding bill impact would be  equiva lent to an

increase  in the  customer charge - here  again, the  $0 ra te  would not help a  customer anticipate  that

outcome. In essence, every pa rt of the  bill can, and like ly will, change  a s  pa rt of Trico's  next ra te

ca se , so cus tome rs  s imply ca nnot use  the  $0 figure  to ma ke  a n a ccura te  ca lcula tion of how a

"you ca n 't jus t multip ly the

numbe r, the  de ma nd numbe r on your bill by wha te ve r you might think the  de ma nd ra te  might

be  in the  future . Be ca use  if you do tha t, you a re  going to ove re s tima te  wha t your bill is  going

to b6_"65

24

25

26

27

28

60 Trico Post-Hearing Br., 21:22-24.
61 Cathers  Tr., Vol Iv a t 759:13-21.
62 Nitidio Tr., Vol I a t 201 :6-7.

64 Amendment to Applica tion, 1:20-21.
6:5 Monsen Tr., Vol IV at 824:21-825:3.
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20 The Educational Plan Requirements Are Ambiguous and Lenient.

21

22

23

24

Trico cla ims  tha t the  de ma nd ra te  compone nt will "provide  Me mbe rs  with  monthly

de ma nd da ta , including ma ximum de ma nd re a ding for the  month a nd the  da te  a nd time  it

occurre d."66 As  EFCA pointe d out in  its  ope ning brie f, Trico will provide  this  limite d da ta

because  it is  the  only da ta  Trico is  capable  of providing,67 ins tead of the  comple te  inte rva l da ta

tha t consume rs  truly ne e d to re spond to de ma nd cha rge s . One  15-minute  da ta  point within a n

e ntire  billing pe riod of a pproxima te ly 2,880 da ta  points " doe s  nothing to e duca te  a  cus tome r

on the  circums ta nce s  tha t trigge re d the ir pe a k de ma nd or how to s hift the ir pe a k de ma nd to

a void a  surge  in the  future . De spite  Trico's  a rgume nts  tha t inte rva l da ta  is  not ne ce s sa ry, the

re cord cle a rly de mons tra te s  the  importa nce  of this  informa tion. The  cus tome r ne e ds  to know

how his  or he r de ma nd is  cha nging throughout the se  inte rva ls  in orde r to know how to cha nge

be ha vior."

The  be ha viora l re s pons e  to a  de ma nd ra te  is  not a s  s imple  a s  not turning on ce rta in

appliances  s imultaneously, because  many major appliances  cycle  on and off throughout the  day,

so a  cus tomer needs  to know how and when tha t occurs  in conjunction with the  use  of manua lly

ope ra ted appliances  in orde r to a ttempt to shift the ir usage .70 The  bill described by Trico would

indica te  only the  peak demand, and does not te ll the  customer anything about the  re levant usage

before  and after the  peak occurrence, so customers have no way of knowing whether shifting some

usage to a  different time would have "shaved" the  peak or caused the  same or even a  higher peak

a t a  diffe rent time .

E .

Despite  Trico's  idea lis tic characte riza tion" of the  hypothe tica l educa tiona l plan it suggests

would occur under the  Proposed Settlement, the  rea lity is  tha t the  consumer education provisions

conta ine d in the  P ropose d Se ttle me nt a re  e xtre me ly limite d. As  discusse d a bove , the  Me mbe r

Educa tion portion of the  P ropose d S e ttle me nt include s  jus t four re quire me nts ," none  of which

25

26

27

28

66 Trico Post Hearing Br. a t 24:16-18.
67 See Cathers  Tr., Vol. IV at 758:11-25.
68 4 15-minute intervals /hour*24 hours /day*30 days /month = 2,880 15-minute intervals /month.
69 Quinn Tr., Vol. IV at 943:13-18.
70 Monsen Tr., Vol IV a t 826:19 - 828:4.
ex Trico Post-Hearing Br. at 2:23 .

14



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

include  a ny s ubs ta ntive  de ta il. One  provis ion s imply s ta te s  tha t "Trico will conduct me mbe r

outreach and education regarding demand rates,"73 and another requires that Trico indicate the date

and time  of the  member's  peak demand for billing period on the  member's  bill, 74 which is  s imply

a  requirement tha t Trico provide  the  same  insufficient demand infonna tion described above  due

to the  absence  of critica l inte rva l da ta .

The  provisions tha t do include  s lightly more  de ta il require  tha t the  education efforts  mere ly

include  "(a) the  na ture  and opera tion of demand ra tes , (b) how members can utilize  demand ra tes

to reduce  monthly bills , and (c) information on tools  ava ilable  from Trico and third pa rtie s  to he lp

members  to manage  demand"75 and specify tha t Trico "highlight technology solutions  including

programmable  thermosta ts  and load controlle rs  as  means tha t could be  used to minimize  demand

charges and monthly bills .76"

The  pre ce ding two pa ra gra phs  s umma rize  Trico's  "e xte ns ive "77 me mbe r e duca tion

progra m re quire me nts  in the ir e ntire ty. The  four requirements  lis ted in the  Proposed Se ttlement

could be  e a s ily a nd comple te ly le ga lly fulfille d in a  s ingle  le tte r to Trico me mbe rs  ma ile d a t

Trico's  convenience  any time afte r the  effective  da te  of a  Commission decis ion in this  case . There

is  no requirement tha t Trico gauge  its  membership's  unders tanding of demand ra tes  to de te rmine

the  e ffectiveness  of its  educa tion program, and in fact, the  outreach program includes no mention

of customer feedback whatsoever. There  is  a lso no requirement tha t Trico take  extra  care  to reach

out to its  vulne ra ble  low-income  cus tome rs . This  la ck of de ta il, couple d with the  s imulta ne ous

imple me nta tion of the  ra te  its e lf, highlights  the  ba ckwa rd a nd unfa ir a pproa ch outline d in the

Proposed Se ttlement. Educa tion must come firs t, as  Commission Tobin described, "[w]e  basica lly

put a  stake on the heart of demand charges until our utilitie s  a de qua te ly a nd prope rly a re  a ble  to

educate  our consumers as to how to utilize  tnem"78 (Emphasis  added)..

24

25

26

27

2 8
77 Trico P os t-He a ring Br. a t 2 :23 .
70  Tobin  Tr. Vol. I a t 7 :25-816.
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1 F. A 15-Minu te  De ma nd  Cha rge  is  High ly P un itive .

2

3

4

5

6

8

9

10

Trico's  demand cha rge  proposa l is  e specia lly punitive  because  cus tomers  must manage

de ma nd in 15-minute  inte rva ls -re sulting in a pproxima te ly 3,000 individua l pe riods  of time  in a

given month that a  customer will be  required to evaluate  their energy usage.79 The customer must

be  diligent for every l5-minute  period over the  course  of an entire  month.80 Any devia tion for any

s ingle  pe riod could le a d to a  locke d in highe r bill re nde ring a ll othe r a ctions  ta ke n to re duce

7 demand meaningless.

Commercia l and industria l customers can manage demand across these numerous intervals

because  they frequently have  employees  whose sole  function is  eva lua ting energy usage ,8l and

because  bus inesses  often close  on weekends  or a fte r 5 pm, so usage  is  cons is tent a fte r hours .

Residentia l customers  do not have  e ither luxury. They a re  composed of diffe ring households  and

12 familie s  tha t prepa re  mea ls , use  wa te r, and utilize  appliances  a t irregula r times  and for irregula r

inte rva ls . The  l5-minute  demand charges  a re  s imply inappropria te  for res identia l cus tomers .

14 v .

13

15

16

17

lYIETIjRIN_G M_US T BE1V!AIN_AT THE BETAIL RATE.

A. The re  Is  No  Evide n tia ry Ba s is  to  S upport the  P ropos e d  Arb itra ry 7.7

Ce n t/Kwh  Exp o r t  Ra te  a n d  it  is  No t De r ive d  fro m  An y S c ie n tific

Methodology as  Contempla ted in  the  Va lue  of Sola r Docke t.

18

19

2 1

23

24

25

26

Both S ta ff a nd Trico re a dily a dmit tha t the re  wa s  no re port, a na lys is , or s tudy tha t

concluded tha t $0.077/kWh is  the  appropria te  va lue  for the  ene rgy exported to the  grid from DG

20 sys te ms . S ta ff witne ss  Va n Epps  succinctly summa rize d the  la ck of e vide ntia ry support for the

$0.077 export by testifying tha t the  ra te  was just derived from a  se ttled position be tween Staff and

22 the Company.82 The ra te  was not derived at by looking at the  public interest or ensuring consistent

applica tion of the  results  from the  Va lue  of Sola r Docke t. Van Epps  a lso te s tified tha t the re  is  no

connection between the  Company's  a lleged under-recovery and the  7.7 cent ra te  and tha t there  is

no study that supports the 7.7 cent proposed NEM rate .83

Simila r to Trico, SSVEC had a lso not conducted proper ana lyses  to support its  proposed

27

28

79 See Quinn Direct Test., EFCA Ex. 14 at 55: 14-20.
80 Id.
81 See Quinn Tr., Vol. IV at 924:21-25.
82 Van Epps Tr., Vol. III a t 561:15-23 .
83 Van Epos Tr., Vol. 111 at 561:4-562:16.
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re vis ions  to the  DG compe ns a tion ra te . In the  S S VEC ROO, the  Adminis tra tive  La w J udge

2 highlighte d:

1

3

4

5

6

SSVEC believed it had presented sufficient evidence  to support its  proposed revisions and
a dditions  to NM ta riffs .... We  dis a gre e . S S VEC is  ignoring tha t the re  will s oon be  a
decis ion issued in the  VOS docke t, to which it is  a  pa rty, tha t will provide  direction on the
issues  ra ised by the  Coopera tive 's  ne t mete ring proposa ls . Depending on the  outcome, it
is  poss ible  tha t SSVEC's  NM proposa ls  could be  in contravention of the  policy. As  such,
it is  not reasonable  to adopt SSVEC's proposed net metering ta riffs  a t this  time.84

7

8

9

10

11

12

1 3

14

15

Indeed, Trico has  a lso not jus tified preempting the  outcome  of the  Va lue  of Sola r docke t

and crea ting ra te  instability, costs , and uncerta inty when a  Commission decision in tha t docket will

be  fina l in such a  short time  frame . While  the  Proposed Se ttlement includes  a  clause  tha t would

hold ope n the  a gre e me nt to a llow for poss ible  modifica tions  e s ta blishe d in the  Va lue  of S ola r

Docket a t the  discre tion of Trico or Staff,85 concluding the  hearing and s imply keeping the  docket

ope n is  not e quiva le nt to a ctua lly be ing infonne d by De cis ion in the  Va lue  of Sola r docke t in a

separa te  phase  of this  proceeding. This  procedure  was recently adopted in the  UNSE (where  the

company a lso tried to keep the  docke t open for 18 months), Tucson Electric Power, and SSVEC

rate cases.
16

B.
17

18

Trieo 's  Ana lys is  of DG is  Arbitra ry, Flawed, Mis leading  and does  not Inc lude

a ll Be ne fits  o f So la r ill Vio la tion  o f the  Va lue  o f So la r Re c omme nde d  Orde r

a nd  Opin ion .
19

20

21

22

23

24

25

Trico a dmits  it did not conduct a ny s pe cific DG COS S  or a ny be ne fit-cos t a na lys is

cre diting DG for a ll the  a voide d cos ts  a nd be ne fits  it provide s .86 Trico's  "e va lua tion" of DG is

complete ly based on its  general Cost of Service  Study ("COSS").87 Trico argues that a  single  year

COSS can accura te ly re flect the  va lue  of DG. This  red henning a rgument is  spurious  on its  face .

COSSs a re  based on a  s ingle  tes t-year snapshot ofhis torica l cos ts  and cannot, by the ir des ign,

capture  the  long-term costs and benefits  of DG.88 Valuation of the  costs and benefits  of DG based

only on the  short-tenn would ignore  many significant benefits  associa ted with DG that accrue  over
26

27

28

84 SSVEC ROO at 33:24-34:8

86 Hedrick Tr., Vol. II a t 377:4-20, Cithers  Tr., Vol. IV a t 793:14-16.
87 Cathers  Tr., Vol. IV at 792: 10-18.
88 Monsen Direct Tes t., EFCA Ex. 10 a t Ex. WAM-11, 22-23, thereto.
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13

14

1 5

the  longe r te rm, s uch a s  a voide d ge ne ra tion ca pa city, a voide d tra ns mis s ion cos ts , a voide d

distribution costs , and avoided greenhouse  gas emissions." Indeed, using the  COSS methodology

to va lue  DG e xports  wa s  spe cifica lly re comme nde d for re je ction in the  Va lue  a nd Cos t of DG

R00.90 Accordingly, it should be  re jected he re  a s  we ll.

Trico entire ly fa ils  to credit DG with any benefits  under a  Va lue  of Sola r me thodology for:

(1) avoided energy costs  (other than the  2015 tes t year fue l and energy component of wholesa le

power under its  Cost of Service  S tudy ra the r than current ra tes), (2) avoided genera tion capacity

costs , (3) avoided transmission costs , (4) avoided distribution costs , and (5) environmental benefits

including greenhouse  reductions  and decreased wa te r demands .91 Even Trico witness  Hedrick

admits  DG could "potentia lly" bene fit Trico's  dis tribution sys tem.92 Ye t, Hedrick a ss igns  a  ze ro

figure  for the  va lue  of these  DG benefit ca tegories  without: (1) a  DG-specific cost of service  s tudy,

(2) actua l usage  da ta  from DG customers (3) accounting for future  avoided energy and fue l costs ,

or (4) re vie w of Trico's  la te s t 1Rp." Trico s imply re fus e d to a ccount for the  be ne fits  of s ola r,

ins te a d pre dica ting its  propos e d NEM ra te  s ole ly on a n a rbitra rily chos e n ra te . Accordingly,

Trico's  DG "va lua tion" should be  summa rily re je cte d.

16

17

18

C. S ta ff' s  Es t im a te  o f th e  Im p a c ts  o f th e  P ro p o s e d  S e t t le m e n t  Ta r iff is

mis leading, Clea rly Se lf-Se rving, and cannot be  in te rpre ted  a s  Supportive  of

the  Propos ed Settlement.

19

20

21

22

23

Sta ff witness  Liu ana lyzed the  payback pe riod for the  ra te  des igns  under the  exiting RS1

Tariff and the  P roposed Se ttlement ta riffs .94 His  ana lys is  revea led tha t payback pe riod for DG

cus tomers  would increa se  37.5 pe rcent or from 8.4 yea rs  to 11.4 yea rs .95 Notwiths tanding, a s

discussed in grea te r de ta il be low, Liu's  ana lysis  is  deeply flawed and appears  to be  influenced by

Staffs  desire  to support the  Proposed Settlement.96 Specifica lly, he  used unrea lis tic assumptions

24

25

26

27

28

89 Id .

90 Docket No. E-000001_14_0023, Value and Cost of DG ROO at 166-168.
91 Hedrick Tr., Vol. II a t 375:8-377-20, 387:11-17, 388:21-389:7, 390:13-22.
92/d~ at 384:12-16.

393312.
94 Liu Settlement Direct Tes t., Ex. S-13.
95 Liu Settlement Direct Test., Ex. S-13 at 6.
96 Monsen Settlement Rebutta l Test., Ex. EFCA 11 at 30-35.

1 8



1

2

3 •

4

5

6

7 •

8

9

10

1 1

12

to support his  findings  tha t the  P ropose d Se ttle me nt ra te  would s till ma ke  DG a n e conomica lly

viable  investment.97 For example:

Liu's  ana lys is  re lie s  on the  sys tem ins ta lled cos t of $2,750/kW-DC tha t he  used in

the  UNSE ra te  case .98 Trico, however, revea led through discovery tha t the a ctua l

ave rage  sys tem cos t was  $3,690/kW-DC in its  se rvice  tem'tory, which makes  the

economics  ofDG more expens ive  and the  payoff s ignificantly longe r."

Liu a lso e lected to use  a  33-year internal ra te  of re turn ("ERR") instead of a  20-year

ERR in his  mode ling.100 S ta ff used the  20-yea r ERR in the  UNSE ra te  case , but

decided to use  33 yea rs  in this  case  without any jus tifica tion.l0' Liu even admitted

in his  UNSE testimony that 20 years was equivalent to the  lifespan of a  DG system,

but de cide d to a dd 13 ye a rs  to his  ERR a na lys is  without a ny e xpla na tion.102 Of

course , using a  longer 33-year ERR makes the resulting re turn larger because there

13

14

15

16

17

is  additiona l time  to ea rn money on the  DG investment.

Liu a lso admittedly uses  the  wrong degrada tion factor for PV output. DG degrades

over time and the standard is 0.5% vs 0.25% used by Liu.103

Liu's  use  of ERR benchmarks are  unrealistic because  they do not take  into account

the  curre nt re gula tory a nd ma rke t risk of le a s ing or purcha s ing a  DG sys te m. In

18 contrast, T-bills  and bonds have  little  risk associa ted with them.104

19

20

21

The "U.S. Homeowners on Clean Energy: a  Natura l Suwey"105 submitted by Staff,

which is  comple te  hearsay, none the less  confirms tha t "saving money" tops  the  lis t

a s  the  prima ry motiva tor influe ncing home owne rs ' de cis ions  to purcha se  cle a n-

22
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28

97 Id.

98 Liu Settlement Direct Test., Staff Ex. S-13 at 4:16-18.
99 See EFCA Ex. 8 (Trico DR 7.21 response).
100 Liu Settlement Direct Test., Staff Ex. S-13 at 6-7.
101 See Monsen Direct Test., EFCA Ex. 10 at Ex. WAM-5, 9-10 thereto (Surrebuttal Testimony of Yue Liu, Docket
No. E-04204A-15-0142, February 19, 2016).
102 Id.

103 Liu Tr., Vol. Iv at 654: 15-20.
104 Monsen Rebuttal Test., EFCA Ex13 at 33:4 - 34:30.
105 See s¢affEx. s-14 at 5-6.
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11

12

e ne rgy products  a nd  s e rvice s  a nd  fu lly s upports  EFCA witne s s  Mons e n 's

conclus ions  tha t the  new proposed ra te  will curta il DG adoption.

Mons e n a na lyze d the  propos e d RS I a nd NM ta riffs , us ing S ta ffs  own mode l while

correcting only for S ta ffs  flaws  identified above , and de rived tha t a ccura te  payback pe riod was

An incre a se  ove r 50 pe rce nt from S ta r"'s  11.4 ye a r pa yba ck period.107

Furthe r, under a  20-yea r ERR ana lys is  looking a t the  accura te  inves tment re turn time  frame  of a

DG sys tem, Monsen found tha t the  ERR was  decreased by a pproxima te ly 60 pe rce nt, from 8.2

percent to just 3 percent.l08

Whe n cha nge s  s imila r to those  propose d in Trico's  a pplica tion we re  a dopte d in S RP 's

10 te rritory a nd in Ne va da , the  rooftop sola r indus try ground to a  ha lt. The  propose d ta riffs  would

ha ve  the  sa me  e ffe ct a nd dra s tica lly re duce  the  imple me nta tion of DG sola r in Trico's  s e rvice

te rritory.
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VI. THE CQMMISSION MQST EULL_Y G3AN1;FAT_HER_DG.CUS§;OM_ERS_THA_T

S_UB1VL[TTlD A11InT_ERc9nn1;cT;on 1§PPL_ICA'[I0N_PRIQR 'LO THE DATE

QF TH_E FINALQRD§R IS§UEQ IN ;I`HIS_DOQKE'[.

A. Commis s ion Policy Requires  tha t Full Grand fa the ring be  Effec tua ted 'm th is

Cas e .

18

19
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21

22
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Trico accuses  EFCA of seeking pre fe rentia l trea tment or e s tablishing a  new ra te  for DG

EFCA is

a dvoca ting for the  a pplica tion of Commiss ion policy tha t ha s  be e n he ld time  a nd time again to

constitute  fa ir trea tment of DG customers when implementing new ra tes  and ra te  designs.

It wa s  a lre a dy e s ta blishe d in the  UNSE docke t tha t the  Commiss ion's  "de fa ult policy" is

to fully gra ndfa the r a ll DG cus tome rs  tha t s ubmit a n inte rconne ction a pplica tion prior to the

issuance of a  final decision in a  rate  case.'10 Indeed, at the outset of this Proceeding, Commissioner

Tobin re ite ra te d tha t ra te s  should a pply prospe ctive ly a nd tha t the  Commiss ion should not be

26

27

28

106 Mons en Tr., Vol. Iv a t 835:2_9.
107 Id.
108 Id.
109 See Trico Post Hearing Br. at 36:7-11.
110 Commission Decision No. 75697 at 119:13-17.
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1 "ba ckda ting" propos e d ra te s .'" S ince  the  pos t-he a ring brie fs
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we re  submitte d in this  ca se , the

Commission's  policy favoring full grand fa thering of a ll DG customers  has  become even clea re r.

The  ROO in the  pe nding S S VEC ra te  ca s e  wa s  una nimous ly a dopte d de a ling with a

situa tion where , like  this  proceeding, an e lectric coopera tive  sought to establish a  cut-off da te  prior

to the  issuance  of the  fina l order.l 12 In tha t proceeding, the  ROO specifica lly acknowledged tha t

grand fa thering is  an issue  arising in virtually every ra te  case  and further, tha t the  order is  meant to

"provide  specific guidance in an effort to be  helpful as  we move forward through these  issues."113

The adopted ROO then specifica lly re jected SSVEC's  a ttempts  to establish a  grand fa thering cut-

off da te  prior to the  issuance  of the  fina l order, s ta ting tha t "[w]e  emphasize  tha t this  result should

be regarded as our default policy" and "that the applicable  grand fathering date  should not generally

precede the date  of the  re levant Commission Decision."114

Additiona lly, in Commiss ione r Tobin's  re ce nt le tte r file d in this  docke t, he  une quivoca lly

re itera ted tha t, by unanimous decision, grand fa thering is  the  default policy of the  Commission and

that "[n]o legal enlightenment is  needed to understand the  obvious nexus be tween the  repudia tion

of re troactive  grandfa thering da tes  for rooftop solar customers and 'default policy."'115 Also te lling

is the fact that no decision ever conceived of an exception to grand fathering only because the entity

se e king ne w ra te s  is  a n e le ctric coope ra tive . Furthe r, EFCA is  una wa re  of a ny gra nd fa the ring

policy that does not encompass both NEM and rate design and the ROO as amended in the SSVEC

case  clearly protected DG customers from changes in ra te  design as well as NEM. Even according

to Trico's  own initia l filing in this  ca se , gra nd fa the ring of DG ra te  de s ign is  cons is te nt with the

Boa rd's  objective s ."6 Thus , DG cus tomers  should be  granted full grand fa the ring (of both NEM

and rate  design) in this ra te  case.

23 //

24

25

26

27

28

111 Tobin Tr., Vol. I a t 8:9-16.
112' SSVEC ROO at 32:12-20.
113 Id. at 34:24-26, 36:9-11.
11414/. at 35:1-5.
115 Comm'r Tobin Letter dated October 12, 2016 at 1.
116 Nitido Direct Tes t., Trico Ex. 1 a t 16:8-16.
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1 B.

2

Th e  Co m p a n y P ro vid e d  No  Cre d ib le  Ba s is  fo r  a  De p a r tu re  fro m  th e

Comnlis s ion's  Poliey of Full Grand fathering.

3 Trico and Staff attempt to rely on the Commiss ion's  acknowledgement that each rate case

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

is  unique to jus tify their a ttempt to engage in retroactive ratemaking by impos ing a  new rate  as  of

May 31, 2016. As . Cormnis s ione r Tobin adroitly s ta ted, however, in a ttempting to re ly on the

Commiss ion's  acknowledgement as  jus tification for the Company's  grand fathering proposal, Staff

and Trico "decided to drive  a  s emi-truck through a  perfunctory phrase  tha t can be  found in any

garden va rie ty Commis s ion policy s ta tement.""7 He  then criticized Trico for fa iling to pres ent

"subs tantia l evidence" to support its  grand fa thering proposal, before  confirming that the  default

rule  in favor of full grand fa thering places  the  burden on the  "party [seeking] a  different outcome

on grandfa the ring or othe r is s ues , [ ] they mus t provide  s ufficient evidence  to warrant s uch a

departure. Th a t d id  n o t h a p p e n  in  th e  Tric o e a s e ."H8 Trico de mons tra te s  its  comple te

misunders tanding of the Commiss ion's  policies  on grand fathering when it erroneous ly maintains

tha t grandfa the ring is  the  "exception," not the  rule ."9 As  the  Commis s ion ha s  unequivoca lly

s ta ted, full grandfa thering is  the  default as  opposed to the  re troactive  ra temaking the  Company

seeks to engage in.

Chainman Little  a lso recently filed a  le tte r in this  ra te  case .120 Although Trico and Staff

ma y a tte mpt to re ly on Cha irma n Little 's  le tte r to bols te r the ir a rgume nt for a doption of a

grandfathering date prior to the issuance of the final order in this  proceeding, such reliance would

be  inappropria te . Initia lly, Chairman Little  re ite ra tes  tha t Commiss ioner Tobin was  correct when

he s tated that the Commission held that "it is  inappropriate to set grand fathering dates  at a point in

time prior to the date of the Commission order [in the UNSE rate case]."121 Then, as  Commissioner

Tobin also concluded, he states  that the Company and Staff bear the burden to present "meaningful

and compelling arguments" to jus tify any devia tion from the  default rule  of grandfa thering.'22 In

other words , if the parties  seeking deviation fail to present meaningful or compelling arguments  to
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117 Comm'r Tobin Letter dated October 12, 2016 at 1.
118 Id. (emphasis added).
110 Trico Post-Hearing Brief at 36: 12-13.
120 Comm'r Little Letter dated October 21, 2016 at 1.
121 Id. at p. 1 (also acknowledging this  issue was addressed in a TEP case wherein the Commission declined to adopt
a  cut-off da te for grand fa thering earlier than the date of the final order).
122Id .
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de via te  from the  de fa ult gra nd fa the ring rule s , the n a n e a rlie r cut-off da te  for purpos e s  of

grandfathering may not be  adopted.

Notably, Chairman Little  does  not s ta te  tha t an earlie r cut-off da te  may be  adopted mere ly

4

5

6

7

8

9

because S ta ff and the Company have entered into a  settlement agreement. The only disagreement

be tween Chairman Little  and Commissioner Tobin on this  point is  tha t Chainman Little  has  not ye t

concluded whe the r Trico or S ta ff presented reasons  sufficient to devia te  from the  Commiss ion's

de fa ult policy on gra ndfa the ring. Nota bly, howe ve r, Cha inma n Little  did not conclude  tha t the

reasons  presented he re in a re  sufficient, he  s ta te s  only tha t the re  were  "seve ra l a rguments" tha t

should be  considered and not dismissed out of hand.

10

1 1

12
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It is  true  tha t the  Compa ny pre s e nte d ge ne ra l a rgume nts  to jus tify a  de pa rture  from

grandfa the ring.123 As  demonstra ted be low, these  a rguments  a re  not meaningful or compe lling.

Therefore , Commissioner Tobin was correct when he sta ted that the  arguments presented here  did

not wa rrant devia tion from the  Commiss ion's  de fault policy. Trico's  a rguments  on this  point a re

14 ta ke n in tum:
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I) Trico says  it notyied its  cus tomers  of the  proposed May 31, 2016, cutoff da te .

Trico and Staff a rgue  tha t the  May 31 , 2016, cut-off da te  is  appropria te  because  it notified

its  cus tome rs  of this  propose d cut-off da te .124 This  a rgume nt is  una va iling. The  Commiss ion

already considered this  very argument and re jected it as  a  basis  for departing from its  policy of full

grandfa thering in the  UNSE ra te  case  and again in the SSVEC rate case. 125

2) Trico a rgues  tha t this  cut-offda te  mus t be  adopted to prevent a  Wood" of new

interconnection applications.126
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123 Staff argues  only that the Commiss ion has  not completely foreclosed the poss ibility of the adoption of a  pre-final
order cut-off date for grand fa thering. See Staff Post-Hearing Brief a t 19: 10-15. As Commiss ioner Tobin expressed in
his  letter, however, the pa rties  here fa iled to jus tify adoption of the Company's  proposed cut-off da te. See Comm'r
Tobin Letter da ted October 12, 2016 a t 1.
124 Id. a t 34:6-9, 35:5-15, Staff Post-Hearing Brief a t 22:1-3.
125 Commission Decision No. 75697 at 34:6-9 ("UNSE asserts  that the June 1, 2015, date is  reasonable because three
months  earlier, new DG cus tomers  were provided a  written notice that they were required to s ign, acknowledging that
the ra te could be changed in the future."), SSVEC ROO at 32: 19-20 ([t]he Cooperative notes  that a lthough it filed the
ins tant Applica tion in Augus t 2015, SSVEC had previous ly a ttempted to modify its  DG and NM ta riffs  in April2015
and only after providing extensive notice to its  customers  about the proposed changes  and grand fathering date.").
126 Trico Post-Hearing Brief a t 34:9 - 35:2.
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Gra ndfa the ring is  a  policy me a nt to prote ct the  rights , inve s tme nts , a nd inte re s ts  of

customers tha t invested in DG technology. It is not, as the Company advocates, a weapon to protect

utilitie s  from cus tome rs  a dopting DG. Commis s ione r Tobin re cognize d a s  much in this  ve ry

proce e ding whe n he  opine d tha t "I a m de e ply conce rne d tha t ne a rly a ll of [the  pa rtie s  in this

proceeding] rema in unconvinced of the  Commiss ion's  commitment to honoring the  inves tments

ofcustorners  investing in rooftop so la r prior to a  fina l decis ion on an e lectric company 's ra tes ."l27

The  purpose  of grand fa the ring to protect DG cus tomers  was  a lso recognized in Va lue  of Sola r

docke t's  ROO as  we ll and in the  recent SSVEC decis ion. The  Va lue  of Sola r ROO recommends

tha t cus tomers  tha t submitted an inte rconnection applica tion prior to the  da te  of the  fina l order in

future  ra te  cases  would be  a llowed to "continue  to utilize  currently-implemented ra te  des ign and

ne t mete ring, and will be  subject to currently-exis ting rules  and regula tions  impacting DG."128

Add itiona lly,  the  like lihood  o f a  "flood" o f a pp lica n ts  is  e n tire ly un founde d  a nd

uns upporte d in the  re cord by a nything more  tha n me re  s pe cula tion. Inve s ting in DG is  a  big

decis ion tha t is  made  only a fte r ca re ful cons ide ra tion of va rious  factors . It is  unlike ly tha t a  tida l

wave  of Trico customers will suddenly adopt DG simply because  they will be  grandfa thered under

the  pre-exis ting ra tes .

The  Compa ny mus t not be  a llowe d to twis t the  Commis s ion's  gra nd fa the ring policie s

sole ly to s top its  customers  from adopting DG. Rather, the  grand fa thering policy must be  applied

to protect the  investments  and rights  of the  people  and businesses tha t move to adopt DG prior to

the  issuance  of a  fina l order here in.

3) Trico s a ys  it fa ce s  a  "s igrzyie a ntly" highe r "le ve l " of DG a pplica tions  tha n

UNSE and doest 't have  the  jinancia l ability to cover the  resultant loss .129

Trico provide s  no e vide nce  or s upport wha ts oe ve r to indica te  tha t its  fina nce s  will be

impe rile d if it gra ndfa the rs  a ll DG cus tome rs  a s  of the  da te  of the  fina l orde r in this  he a ring a s

opposed to the  arbitrary May 3 l , 2016, date  it proposes. Instead, the  Company is  simply motivated

here to prevent more customers from adopting DG.130

27

28 127 Comm'r Tobin Letter dated October 12, 2016 at 1.
12:3 Value of Solar ROO at 15413-4.
129 Trico Post-Hearing Brief at 35:19 - 36:5.
130 See Id, at 34:15-16.
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Additiona lly, Trico doe s  not fa ce  a  s ignifica ntly highe r le ve l of DG a pplica tions  tha n

UNS E. In fa ct, the  s itua tions  fa ce d by both utilitie s  a re  ma rke dly s imila r. Like  the  Compa ny,

UNS E a rgue d tha t: (1) it notifie d its  DG cus tome rs  of the  pos s ible  cha nge s  to ra te s  a nd ra te

designs, (2) DG customers  were  causing a  substantia l cost shift and be ing subsidized by non-DG

customers, and (3) the  proposed cut-off date  was still fa ir and reasonable .l3l The Commission a lso

a cknowle dge d tha t DG cus tome rs  re pre s e nte d only a  "s ma ll pe rce nta ge  of UNS E's  curre nt

customers. In sum, UNSE made substantia lly similar arguments to those the Company presents

in this  proce e ding to jus tify a  de pa rture  from full gra nd fa the ring a nd the  Commiss ion re je cte d

UNSE's  request.'33

Approving full gra nd fa the ring is  e ve n more  a ppropria te  he re  in light of the  orde r jus t

adopted in the  SSVEC ra te  ca se . In tha t ca se , SSVEC a rgued tha t it had los t ove r $1 million in

fixe d cos ts  due  to the  prolife ra tion of DG in its  s e rvice  te rritory a nd tha t the  proble m wa s  only

ge tting worse .'34 SSVEC a lso cla imed tha t it experienced a  30% increase  in DG customers  over

the  course  of the  yea r.135 Aga in the  Commiss ion found tha t a  departure  from the  de fault lute  of

gra ndfa the ring would be  ina ppropria te .136 The re  a re  no ma rke d diffe re nce s  be twe e n the

Company's  cla ims here  and those  made by SSVEC and UNSE in their respective  ra te  cases. Trico

should not rece ive  diffe rent trea tment in re la tion to grand fa thering its  DG customers .

4) Trie o's  a lle ge s  its  gra na fa the ring propos a l doe s  not cons titute  re troa ctive

ra te ma king.

Again, Trico misconstrues re troactive  ra temaking, essentia lly arguing tha t because  it is  not

seeking to impose the  proposed ra te  designs and ra tes on customers that submitted an application

prior to the ir cut-off da te  (or s e e k to colle ct a dditiona l pa yme nts  from s uch cus tome rs ), its

grand fathering proposal does not constitute retroactive ratemaking. 137
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131 Commission Decision No. 75697 at 112:16 - 11315, 115:14-18.
132 Id. at 118:26 119:1.
133 Commission Decision No. 75697 at 119: 13-17.
134 SSVEC ROO at 12:4-10.
135 Commission Docket No. E-01575A-15-0312, "SSVEC Initial Post-Hearing Brief" at 39: 19-25 (July 24, 2016).
136 Id. at 34:15 - 35:5.
137 Trico Post-Hearing Brief at 36:23 - 3715.
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Retroactive  ra temaking is  a  scenario under which a  new ra te  is  applied re troactive ly from

the  da te  tha t the  ne w ra te s  we re  a dopte d.138 All curre nt DG cus tome rs , including those  tha t

submitted an inte rconnection applica tion oile r May 3 l , 2016, did so pursuant to the  exis ting rules ,

4 ra te s  and ra te  des igns . If the  Company's  grand fa the ring proposa ls  a re  adopted, it will have  the

e ffect of re troactive ly changing those  rule s , ra te s  and ra te  des igns  in place  the  cus tomers  re lied

upon when adopting DG. In applying new rule s , ra te s  and ra te  des igns  to the se  cus tomers , the

Company would be  engaged in impermissible  re troactive  applica tion of the  same.

8

9

v11. IRICQ c0_nTn~JyEs T_o FA.LL s_HoRT OF_JUST.IFYn§JG Apop1Ion_oF I?s

PRQPOS1;D $24_.00 C;J STQME1;C1-I4RGE.
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The  Company, without providing sufficient prior notice , now seeks  to impose  a  mass ive

60% increase to its customer charge in raising it from $15/month to $24/month.139 It proposes such

a  la rge  increase  despite  the  fact tha t Trico a lready has  ra te s  tha t a re  higher than its  ne ighboring

utilities .140 In addition, Trico has  not even proposed to mitiga te  this  increase  with a  phase-in plan

like  tha t proposed by SSVEC. This  proposa l runs  a foul of the  principle  of gradua lism, viola tes  the

due  process  rights  of inte res ted parties  by denying them an opportunity to object, and Trico like ly

will use  this  incre a se d cus tome r cha rge  to be gin colle cting the  a mounts  it ultima te ly hope s  to

17 recoup through the  proposed demand charges. In sum, adoption of the  proposed customer charge

is  not "just and reasonable ," and Trico should not be  permitted to implement any charge  above the

$20.00 cha rge  it initia lly noticed.

S ta ff a nd Trico now a rgue , howe ve r, tha t the  cus tome r cha rge  is  jus t a nd re a s ona ble

be ca use  it is  be ing offse t by propose d de cre a se s  in volume tric ra te s .14' This  misse s  the  point

22 because  consumers have  the  ability to lower the ir volumetric purchases while  they can do nothing

to re duce  the  a mount of the  cus tome r cha rge . In fa ct, highe r cus tome r cha rge s  provide  a

dis incentive  for ene rgy savings  a s  a  cus tomer can never a void a ny of the  fixe d cha rge . Whe n

pa ire d with lowe r volume tric ra te s , the  Compa ny s imply ince ntivize s  highe r e ne rgy us a ge  a s
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138 See Monsen Tr., Vol. Iv at 8323_12, 902:21 _ 90327.
139 Nitido Tr., Vol. I a t 22131-9.
140 Nitido Tr., Vol. I a t 95:3-20.
141 See Trico Post-Hearing Brief a t 20:1-20, Staff Post-Hearing Brief a t 9:6 l0 :3 .
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12

ene rgy will be  cheape r and a  ce rta in pe rcentage  of the  bill can neve r be  decrea sed. Trico itse lf

e ssentia lly acknowledges  this  to be  true , s ta ting tha t "lower-use  [cus tomers ] will incur a  grea te r

impact ...."142 Because  this  cha rge  is  unavoidable , the re  will be  fa r le ss  incentive  for cus tomers

to use  less  energy. Combining the  facts  tha t this  increase  is  unreasonably la rge , was not properly

notice d, ca nnot be  offse t by lowe r volume tric cha rge s , a nd will a ct a s  a  dis ince ntive  to e ne rgy

savings, it should be  re jected by the  Commission.

Rej ecting the  large  fixed customer charge is  a lso consistent with the  Commission's  position

on de ma nd cha rge s . The  conce rn a bout de ma nd cha rge s  is  tha t the y a re  so complica te d tha t

cons ume rs  will be  una ble  to ma na ge r the ir bills  to a void pa ying the m in full. In e s s e nce , the

demand charge  becomes a  fixed charge  because  of how difficult it is  to avoid. In this  case , Trico

is  proposing a  much la rge r than nonna  fixed charge  which, of course , is  a  cha rge  tha t cannot be

avoided, just like  a  demand charge .

1 3 viii. T1;Ico's PRQPOS;ZD 1§mE§ w1;L r;ARM Low-1n§oME cl;sToMER§.
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Trico has  a  s ignificant popula tion of low-income  cus tomers  in its  se rvice  te rritory. As  Mr.

Nitido de scribe d, "we  ha ve  a  lot of low-income  folks  in Ariva ca , Thre e  P oints , mos t in the  rura l

areas. There  are  a  lot of areas in Mara fa  that have disadvantaged populations."143 Although Trico

will coordina te  to provide  federa l ass is tance  or a lte rna tive  payment a rrangements , Trico does  not

offe r an a lte rna tive  ra te  for low-income  cus tomers ,'44 so the se  cus tomers  will be  subject to the

res identia l ra te  proposa ls  outlined under the  Proposed Se ttlement. Mr. Nitido acknowledged tha t

33 pe rcent of the  children in Legis la tive  Dis trict 2 (which is  se rved by Trico) live  in pove rty, and

tha t the  S e na tor from tha t dis trict e xpre s s e d conce rn a bout the  impa ct of Trico's  a nd S ta ffs

proposa ls  would have  on those  children during public comment.l45 In its  Post Hearing Brie f; Trico

a s s e rts  tha t the  P ropos e d S e ttle me nt will not ha ve  dis proportiona te  impa cts  on low-income

cus tomers ,'46 while  s imultaneous ly admitting it has  no da ta  to even de tennine  which cus tomers

are  low-income.147 It is  highly like ly tha t two key components  of the  ra te  proposa l unique ly hand
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142 Trico Post-Hearing Br. at 20:5-6.
143 Nitido Tr., Vol. I. a t 219:10-13.
144 Nitidio Tr., Vol. I a t 22013-22.
145 niridio Tr., Vol. 1 a t 219:17 - 22012.
146 Trico Post-Hearing Br. at 18:20 - 19: 1 .
147Id .
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low-income customers.

Low-income customers will face all of the same challenges in managing a demand rate

outlined above. They will not receive interval data, but instead will be left to interpret a single data

point-the date and time during the billing cycle they reached the highest demand, but it gets even

worse. In addition, data that is available through Trico's SmartHub online application requires

internet access, which low-income customers are less likely to have. Further, the "technology

solutions"l48 Staff and Trico suggest for consumers, "including programmable thermostats and

load controllers as means that could be used to minimize demand charges and monthly bi11s,"149

are likely an expense that these customers may not be able to afford. Consumers who cannot afford

to invest in this kind of equipment simply cannot manage their demand as effectively as those who

do.

12 IX.

13
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Trico a rgue s  tha t its  re s ide ntia l time -of-us e  ("TOU") ra te  ("RS 2TOU") ra te  s hould be

froze n due  to its  pricing s tructure  with Arizona  Ele ctric P owe r Coope ra tive  ("AEP CO"). Trico,

however, ignores  the  fact tha t cos ts  othe r than genera tion purchases  have  a  time  component to

them and that the  cost of time-varying generation purchases themselves could be incorporated into

TOU ra te s  if AEP CO's  ra te  is  re s tructure d.150 Trico ha s  not a tte mpte d to e xpa nd its  curre nt

re s ide ntia l TOU offe ring or a na lyze d how a  modifie d a nd more  robus t progra m with gre a te r

enrollment would impact its  fixed cos t recove ry. Ins tead, Trico is  propos ing an entire ly new and

confus ing de ma nd ra te , without providing a ny re a s on (or e ve n e duca tion) to a s s ume  tha t its

re s identia l members  will unde rs tand and re spond to this  demand ra te . EFCA be lieves  tha t TOU

rates are  simpler and more  manageable  to customers, especia lly considering that it is  a  ra te  option

a lready ava ilable  to a ll res identia l Trico members . A TOU ra te  would undoubtedly provide  a  more

meaningful option to reduce costs  compared to a  demand ra te .

Ultima te ly, utility cus tomers  a re  bene fitted by having multiple  ra te  options  open to them.

27 The recent SSVEC ROO confined this  precept and is  analogous here . SSVEC, who is  a lso served

26
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148 Proposed Settlement at § 10.4.
149 Proposed Settlement at § 10.4.
150 Monsen Direct Settlement Test., EFCA Ex. l l at 38-39.
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by AEPCO, a lso sought to freeze  its  TOU ra tes based on the  same arguments Trico is  asserting in

its  ra te  ca se . The  Adminis tra tive  Law Judge  denied SSVEC's  applica tion to freeze  its  TOU ra te

because  it was  found "it is  beneficia l for SSVEC's  cus tomers  to continue  to offe r TOU ra tes  to its

me mbe rs ."15l Accordingly, the  Commiss ion should s imila rly de ny Trico's  Applica tion to fre e ze

5 its  RSZTOU ra te .

6 x . c_oncL1J s ;o1\{.

7

8

For the  reasons sta ted above, the  following actions should be  taken:

( l ) Find tha t Trico fa iled to mee t its  burden of proof imposed pursuant to A.A.C. R14-
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2-2305,

De cline  to "wa ive " Trico's  complia nce  with NEM re quire me nts  a s  it is  not le ga lly

permitted to wa ive  such compliance ,

Re ject Trico's  los t fixed cos t ca lcula tions  for la ck of credible  support and decline

to adopt the  proposed RSI and "DG Energy Export Tariff" ra tes  tha t were  a llegedly

designed in an effort to recover these  unsubstantia ted lost fixe d costs ,

Re je ct the  propos e d incre a s e s  to  the  fixe d cus tome r cha rge  for re s ide ntia l

customers ,

Reject or modify the  Proposed Se ttlement's  grand fa thering provis ion such tha t it:

(a ) Applies  to a ll NEM customers tha t have  existing solar DG or customers tha t

submitted a  comple ted inte rconnection applica tion by the  da te  of the  fina l

Orde r in this  docke t,

Gra ndfa the rs  both (l) the  a bility to us e  NEM a nd (2) the  two-pa rt ra te

des ign tha t is  in place  today for NEM customers ,

Cle a rly s ta te s  tha t the  gra nd fa the ring a pplie s  to both Trico's  NEM rule s

under Schedule  NM and Trico's  current res identia l ra te  des ign, and

Affirma tive ly s ta te s  tha t gra nd fa the ring for e xis ting NEM cus tome rs  a nd

NEM cus tome rs  who a pply for inte rconne ction prior to 30 da ys  a fte r the

issuance  of a  decis ion regarding NEM and ra te  des ign issues  for sola r DG

customers  in this  docket will Mn for a t least 20 years  from da te  system was

151 SSVEC ROO at 29:1-2.

29

n



1

2 (6)

3

4

5

6

7

8

9 (7)

10

11

12

13 (b)

14

15 (c)

16

17

18

19 (d)

20

21 (8)

22

23

24

25

ins ta lle d,

Reject the  Proposed Se ttlement's  $0/kW residentia l demand charge  and freeze  on

Trico's  TOU ra te  option. Ins tead, the  Commiss ion should direct Trico to deve lop a

demand billing pilot program designed to provide  a  random se lection of res identia l

cus tome rs  with a ppropria te  me te ring e quipme nt a nd e duca te  the m on de ma nd

cha rge s  a nd ma na ging the ir e le ctricity de ma nd, a nd to de mons tra te  cus tome r

unde rs ta nding a nd a cce pta nce  of de ma nd cha rge s  prior to bringing forwa rd a

proposal to implement a  residentia l demand charge  in its  next ra te  case ,

Find tha t there  is  no basis  supporting a  $0.077 export ra te  and re ject the  Proposed

Settlement's  ra te , and instead rule  tha t:

(a ) All NEM a nd DG cus tome r ra te  de s ign is s ue s  s ha ll be  cons ide re d in a

second phase of this proceeding,

No cha nge s  to NEM or DG cus tome r ra te s  sha ll be  a dopte d until a  fina l

decision has been issued in Phase 2 of this proceeding,

All cus tomers  reques ting an inte rconnection agreement be tween now and

the  is s ua nce  of a  fina l de cis ion in  P ha s e  2 of this  proce e ding will be

grandfa thered onto current NEM and DG ra tes , including the ir current ra te

design, and

Phase  2 of this  proceeding will commence  a fte r the  Orde r is  is sued in the

Value  of Solar proceeding, and

Implement expe rimenta l ra te s  focused on time-of-use  and time  va rying ra te s  and

de s ign a  ra te  or ra te s  tha t re fle cts  pe a k loa d cons ide ra tions  on its  sys te m a nd if

successful, propose  a  full roll out of such ra te  des igns  in its  next ra te  case . These

ra te  design a lternatives would preserve  customer choice  for Trico members, reduce

future  ra tes , and enable  Trico to remain financia lly hea lthy.
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