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D O  C  K  E T  E  D

IN THE MATTER OF THE APPLICATION OF
TRICO ELECTRIC COOPERATIVE, INC., AN
ARIZONA NONPROFIT CORPORATION,
FOR A DETERMINATION OF THE
CURRENT FAIR VALUE OF ITS UTILITY
PLANT AND PROPERTY AND FOR
INCREASES IN ITS RATES AND CHARGES
FOR UTILITY SERVICE AND FOR
RELATED APPROVALS.

Nov 02 2016

1. INTR O DUC TIO N.

11 >-

12 7

13 The  Arizona  Corpora tion Commis s ion ("Commis s ion") S ta ff he re by re s ponds  to the  P os t

14  He a ring  Brie fs  file d  by the  Ene rgy Fre e dom Coa lition  of Ame rica  ("EFCA") a nd Trico  Ele ctric

15 Coope ra tive , Inc. ("Trico" or "Coope ra tive "). S ince  the  initia l brie fs  we re  file d, the re  we re  a lso two

16 le tte rs  filed in the  docke t by Commiss ione rs  which S ta ff will addre ss .1

17 The  is sue s  involving rooftop sola r a re  some  of the  mos t difficult a nd conte ntious  is sue s  to

1g come  be fore  the  Commis s ion in re ce nt ye a rs . S ince  the  S e ttle me nt Agre e me nt ("S e ttle me nt")

19 be twe e n S ta ff a nd Trico wa s  s igne d, a dditiona l Commiss ion guida nce  ha s  be e n provide d on the se

20 is s ue s  in the  re ce nt UNS  Ele ctric, Inc. ("UNS E") a nd S ulphur S prings  Va lle y Ele ctric Coope ra tive

21 ("SSVEC") ra te  case  Orders . These  Orders  recognize  the  importance  of cons is tency in applica tion of

22 the  va rious  Commiss ion policy de te rmina tions  but a t the  same  time  a lso acknowledge  tha t each case

23 s ta n d s  o n  its  o wn  m e rits . Alth o u g h  a n y s ig n ifica n t d e p a rtu re  fro m Co mmis s io n  p o licy

24 de te rmina tions  must genera lly be  supported, S ta ff be lieves  tha t the  record in this  case  conta ins  such a

25 showing and demonstra tes  tha t the  proposed Settlement is  in the  public interest.

26

27

28

I

1 Chairman Little tiled a letter dated October 21, 2016 and Commissioner Tobin filed a letter dated October 12, 2016.
l
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S ta ff be lie ve s  tha t the  S e ttle me nt's  provis ions  on Dis tribute d Ge ne ra tion ("DG"), while  not

identica l to the  provis ions  of the  Orders , a re  consis tent with the  intent and spirit of those  decis ions .

For the  reasons discussed be low, Staff be lieves tha t the  Se ttlement is  in the  public inte rest and

4 requests that it be adopted.

5 11. RES P ONS E T() INITIAL P OS T HEARING BRIEFS .

6
A.

7

Inclusion Of A Demand Information Component (At $0.00 Per kw) On The
Customer Bill Until The Conclusion Of Trico's Next Rate Case Is For
Educational Purposes Q__n_ly.

8

9

1 0

11

EFCA a rgues  tha t the  Se ttlement adopts  manda tory demand cha rges  in contravention of the

UNS E Orde r a nd othe r guida nce  P rovide d by the  Commis s ion De cis ion 75697 (UNS E Orde r)

provides  the  following guidance  on demand charges:

1 2

1 3

1 4

1 5

1 6

Thus  we  concur with those  pa rtie s  who a rgue  tha t this  is  not the  time  for this
utility to re quire  a ll re s ide ntia l a nd S GS  cus tome rs  to tra ns ition to ma nda tory
thre e  pa rt ra te s . The  public  d is trus t a nd  a n tipa thy to  the  propos a l ha s
convince d the  Compa ny a nd the  Commiss ion tha t a ny tra ns ition to thre e  pa rt
ra te s  will require  a  mass ive  public educa tion e ffort be fore  we  can say with any
degree  of ce rta inty tha t manda tory re s identia l demand ra te s  in UNSE's  se rvice
te rritory a re  in the  public inte re s t. This  doe s  not me a n tha t a nothe r utility,
unde r diffe re nt circunyta nge s ca nnot ma ke  a  convincing _a rgume nt tha t
;manda tory_ re s identia l demand cha rges  can be  in jh_e_ public inte res t. Our
decis ion in this  case  applie s  only to UNSE a t this  point in time.1:3

1 7

1 8

1 9

20

2 1

22

In  S ta ff's  op in ion , in  a dd ition  to  EFCA mis cha ra c te riz ing  p rovis ions  o f the  p ropos e d

S e ttle me nt re la te d to the  de ma nd compone nt, it ignore s  the  fa ct tha t e a ch unique  ra te  ca s e  ma y

warrant diffe rent re sults  based upon the  circumstances  in tha t ca se . The  proposed Se ttlement does

not adopt manda tory demand charges . Until the  end of Trico's  next ra te  case , the re  will be  no charge

wha tsoe ve r a ssocia te d with Trico's  de ma nd informa tion compone nt. The  mos t tha t could be  sa id is

23 tha t the  Se ttlement adopts  a  ra te  s tructure  conta ining a  demand information component se t a t $0.00

24 pe r kW for e duca tiona l purpos e s . To the  e xte nt the  de ma nd informa tion compone nt a ppe a rs  on

25 cus tome r bills , it will be  s e t a t $0.00 pe r kW for e duca tiona l purpos e s  only a nd for Trico's  us e  in

26

27 2
328

EFCA Pos t-Hea ring Brie f a t 33-34.
Decis ion No. 75697 a t 65. (Emphasis  added).
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1 ide ntifying a nd a na lyzing outlie r s itua tions , the a ppropria te ne s s  of de ma nd cha rge s  for Trico's

2 me mbe rs , a nd to poss ibly fa cilita te  the ir imple me nta tion in the  future .

3 Whether or not to implement demand charges  in the  future  and how to do so is  a  decis ion tha t

4 will be  ma de  in Trico's  ne xt ra te  ca s e .

5 is  to re fle ct a  te s t ye a r no e a rlie r tha n the  12-month pe riod e nding J une  30, 2018. The  a bs olute

6 e a rlie s t Trico could file  its  ne xt ra te  ca s e  the n would be  by ye a r-e nd 2018. The  e a rlie s t it could

7 imple me nt de ma nd cha rge s  would be  the  be ginning of 2020. Furthe r, if it s ought to  imple me nt

8 demand cha rges , unde r Section 12.2 of the  Se ttlement, they would be  capped a t $2.00 pe r kw, and

9 the y ma y be  s tructure d diffe re ntly de pe nding upon the  s tudy Trico is  to pe rform unde r S e ction 12.3

10 of the  S e ttle me nt. In a ddition, the  S e ttle me nt conta ins  the  ultima te  s a fe gua rd tha t Trico ma y not

11 imple me nt de ma nd cha rge s  a t a ll if Trico's  e duca tiona l progra m is  not succe ss ful. The  s igna torie s

12 recognize  tha t adoption of a  three -part ra te  is  highly dependent upon the  success  of the  Coopera tive 's

13 e duca tiona l progra m a nd whe the r Trico's  a na lys is  sugge s ts  tha t the  a doption of a  thre e -pa rt ra te  is

Under Section 12.1 of the  Se tllement, Trico's  next ra te  case

1 7

1 8

1 9

2 0

2 1

2 2

14 appropria te . See  Section12.4 of the  Se ttlement.

15 EFCA a lso a rgues  tha t the  demand informa tion component should not be  included in Trico's

16 ta riff. EFCA a rgue s  tha t the  inclus ion by Trico of the  de ma nd informa tion compone nt in its  ta riff

some how me a ns  tha t the  Coope ra tive  a nd its  me mbe rs  will be  locke d into de ma nd cha rge s  in the

future  without furthe r cons ide ra tion by the  Commiss ion. This  is  s imply not the  ca se . Witne sse s  for

both S ta ff a nd Trico ha ve  te s tifie d re pe a te dly tha t de ma nd cha rge s  will not go into e ffe ct until the

Commission approves them in a  subsequent rate  case.

EFCA a lso a rgues  tha t the  adoption of the  $0.00 per kW demand component contravenes  the

guidance  provided by the  Commission in its  UNSE Order because  it adopts  a  demand charge  before  a

23 customer educational program has been conducted. S ta ff does  not agree . The  Se ttlement does  not

24 ca ll for the  a doption of a  de ma nd cha rge , but a  de ma nd informa tion compone nt. Also a s  e xpla ine d

25 earlie r, it is  des igned to educa te  both the  members  and Trico itse lf on the  mechanics  and workings  of

26 a  de ma nd cha rge  if a  de ma nd cha rge  is  ultima te ly a pprove d by the  Commis s ion. It will h a ve

27

28
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a bs olute ly no impa ct on the  cus tome r's  bill. The  b ill impa c t will be  the  s a me  a s  if Trico  wa s

continuing to bill unde r its  exis ting two-pa rt ra te  until the  end of Trico's  next ra te case.

An e xte ns ive  e duca tiona l progra m will occur be fore  the re  is  a ny bill impa ct a s s ocia te d with

the  de ma nd infonna tion compone nt. Trico's  witne s s e s  te s tifie d tha t the  Coope ra tive  would hire  a n

outs ide  cons ulta nt to ma ke  re comme nda tions  on a nd de ve lop the  e duca tiona l progra m. Trico will

a ls o s eek the  input of othe r Coopera tives  tha t have  implemented demand charges  in the  pas t. Under

S e ction 10.2 of the  propos e d S e ttle me nt, the  me mbe r outre a ch a nd e duca tion will inc lude  a t a

minimum: "(a ) the  na ture  and ope ra tion of demand ra te s , (b) how members  can utilize  demand ra te s

to re duce  monthly bills , a nd (c) informa tion on tools  a va ila ble  from Trico a nd third pa rtie s  to he lp

members  to manage  demand (including Trico's  Smart Hub applica tion."

EFCA a ls o a rgue s  tha t Trico is  pos itioning its e lf to tile  unde r the  Commis s ion's  s tre a mline d

ra te  case  rules  to put demand charges  in place  without a  hearing. S ta ff' s  cros s -examina tion of Trico's

Genera l Manager Vincent Nitido lays  to re s t any notion tha t the  Coopera tive  is  trying to s omehow ge t

de ma nd cha rge s  a dopte d without the  Commis s ion 's  a pprova l. In  a d d itio n ,  e ve n  u n d e r th e

s treamlined cooperative  ra te  case  rules , a ny party may reques t a  hearing.

S ta ff unde rs ta nds  the  conce rns  re ga rding de ma nd cha rge s , give n the  confus ion a nd la ck of

acceptance  by cus tomers  in othe r cas es . The  s igna tories  tried to s tructure  the  Se ttlement to addres s

the s e  conce rns  upfront through the  a doption of a n e xte ns ive  e duca tiona l ca mpa ign be fore  a ny bill

impact would occur. Numerous  s a feguards  a re  a lso conta ined in the  proposed Se ttlement, including a

cap on the  demand charge  if one  is  adopted in the  future , a  provis ion tha t a llows  for the  cons idera tion

of othe r a lte rna tives  in Trico's  next ra te  cas e  if neces s a ry, and a  requirement tha t Trico include  in its

ne xt ra te  ca s e  a  s tudy which looks  a t the  impa ct of billing de ma nd on a  l5-minue  inte rva l ve rs us  a

23 60-minute  inte rva l.

24

25

26

27

28
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B. The Net Metering Grandfathering Date Of Mav 31, 2016 For Existing DG
Customers, Although An Exception To The Default Policv Established Bv The
Commission In Decision No. 75697, Is Justified In Trico's Case.

In its  ra te  a pplica tion, the  Coope ra tive  orig ina lly propos e d a  gra nd fa the ring  cutoff da te  of

Ma rch 1, 2015. The  S e ttle me nt e xte nds  the  gra nd fa the ring da te  out 15 months  to Ma y 31, 2016.

Thus , DG cus tome r/me mbe rs  who s ubmitte d a pplica tions  be fore  J une  1, 2016 will be  gra ndfa the re d

on the  current ne t me te ring ta riff.

7 EFCA a rg ue s  tha t the  g ra ndfa the ring  de a dline  a dop te d b y the  S e ttle m e nt Ag re e m e nt is

8 incons is tent with the  Commis s ion's  guidance  in the  recent UNS E cas e . In the  UNS E ca s e , De cis ion

9 No. 75697, the  Commis s ion provide d the  following guida nce :

10

11

12

3

4

5

6

In this  De cis ion, we  ha ve  re je cte d the  Compa ny's  proposa l to e s ta blish a
gra ndfa the ring da te  tha t pre ce de s  the  da te  of the  Commiss ion orde r. We
e mpha s ize  tha t th is  re s u lt s hould  be  re ga rde d  a s  our de fa u lt po licy.
Although we  re cognize  tha t e a ch unique  ra te  ca se  ma y wa rra nt diffe re nt
re s ults , we  be lie ve  tha t the  a pplica ble  gra ndfa the ring da te  s hould not
genera lly precede  the  da te  of the  re levant Commission Decis ion. 4

The  UNS E Orde r e s ta b lis he s  a  de fa ult policy tha t a ny DG gra nd fa the ring  da te  s hould not

15 ge ne ra lly pre ce de  the  da te  of the  re le va nt Commis s ion De cis ion in P ha s e  II. Howe ve r the  guida nce

16 provide d in the  a bove  pa s s a ge  from De cis ion No. 75697 doe s  re cognize  tha t "e a ch unique  ra te  ca s e

17 may warrant diffe rent re s ults ."5 S ta ff be lieves  tha t the  unique  facts  pres ented by this  cas e  s upport the

18 adoption of the  propos ed Se ttlement.

19 In  the  UNS E c a s e ,  UNS E p rop os e d  tha t DG c us tom e rs  who  ha d  s ub m itte d  c om p le te d

20 inte rconne ction a pplica tions  by J une  1, 2015, re ma in on the  e xis ting ne t me te ring ta riff 6 UNS E ha d

21 given new cus tomers  notice  three  months  ea rlie r tha t the  ra te s  could be  changed in the  future .7 B y

22 contra s t, the  propos e d S e ttle me nt conta ins  a  gra nd fa the ring da te  of Ma y 31, 2016 (which is  a  full

23 ye a r la te r tha n the  UNS E propos a l), a nd Trico s e nt s e ve ra l notice s  to ne w DG cus tome r/me mbe rs

24 appris ing them there  may be  a  change  in ra tes  in the  future .

13

14

25

26

27

28 7

4 Decis ion No. 75697 a t 119.
5 Id
6 De cis ion No. 75697 a t 112.

Id .
5
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1 2

1 3

In  the  UNS E s e rvice  te rritory, UNS E provide s  e le ctric s e rvice  to  a pproxima te ly 95,000

cus tomers  of which 82,600 a re  re s identia l cus tomers .8 DG cus tomers  comprised approxima te ly 2%

of the  Compa ny's  re s ide ntia l cus tome rs , or 1650 DG cus tome rs . Trico, on the  othe r ha nd ha s

a pproxima te ly 43,000 cus tome r/me mbe rs  of which 40,000 a re  re s ide ntia l cus tome rs .9 Trico ha d

a pproxima te ly 1,800 DG cus tome r/me mbe rs  a s  of J uly, 2016 which is  ove r four pe rce nt of its

me mbe rship.10 Thus , UNS E which is  a pproxima te ly twice  the  s ize  of Trico, ha s  a pproxima te ly the

same number or fewer DG customers than Trico.11 In short, the  le ve ls  of DG pe ne tra tion in Trico's

se rvice  te rritory a re  conside rably higher than tha t present in the  UNSE te rritory.

Unlike  UNSE, Trico de mons tra te d tha t DG continue s  to prolife ra te  in its  se rvice  te rritory a t a

spe e d which fa r outpa ce s  othe r compa nie s . Trico's  DG a pplica tion his tory s ince  2011 shows  tha t

Trico re ce ive d 65 a pplica tions  in 2011, 114 a pplica tions  in 2012, 160 a pplica tions  in 2013, 465

a pp lica tions  in  2014 , 404  a pp lica tions  in  2015 , with  506  a pp lica tions  e xpe c te d  fo r 2016  if

applications continue at the current pace.12

1 4

1 5

1 6

1 7

1 8

1 9

20

An a dditiona l compa ris on ca n be  ma de  with re s pe ct to S S VEC, us ing informa tion from its

recent ra te  case . S S VEC provide s  s e rvice  to a pproxima te ly 58,000 cus tome r/me mbe rs , of which

approxima te ly 41,500 a re  re s identia l." SSVEC had proposed an April 15, 2015 da te  for de te rmining

which DG cus tomers  should be  subject to new ra te  options  or ne t me te ring trea tment." For the  2014

te s t yea r, the  number of SSVEC members  with DG went from 781 to 1,013.15 As  of April 2016, the

number had increased to 1,147.16 Again, Trico is  a  smalle r coopera tive , but it currently has  1,800 DG

customer/members which far exceeds the  number of SSVEC DG customers.

2 1

22

2 3 8

9

2 4 10

2 5 11

12
26 13

14
27 15

16
2 8

Decis ion No. 75697 a t 3.
S ta ff Post Hearing Br. a t 2.
Trico Initia l Pos t He a ring Br. a t 6.
Id a t 33.
Trico Initia l Pos t He a ring Br a t 7-8.
SSVEC ROO a t 2.
SSVEC ROO a t 34.
Id  a t 12.
Id

6
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1 In a ddition, it is  importa nt to cons ide r tha t a s  the  numbe r of photovolta ic ("P V") s ys te ms

2 increase , the re  is  an increase  in unrecove red fixed cos ts . UNSE a rgued tha t non-DG cus tomers  were

3 subs idizing DG cus tomers  by approxima te ly $642 pe r yea r for a  7 kW sys tem." SSVEC a rgued tha t

4 the  a mount of los t fixe d cos ts  a ttributa ble  to ne t me te re d me mbe rs  a t the  e nd of the  2014 te s t ye a r

5 was $1,139,013.18 This would equate  to approximately $1,124 per DG customer.19

6 Trico 's  cos t s hift is  gre a te r tha n both UNS E a nd S S VEC. Trico la te r provide d S ta ff with

7 actua l production da ta  which showed a  highe r Linde r-recove ry of cos ts . Trico's  ana lys is  indica te s  tha t

8 non-DG cus tome r/me mbe rs  a re  s ubs idizing DG cus tome r/me mbe rs  a t $89.91 pe r month - or $2

9 million pe r ye a r for the  ne xt 20 ye a rs . This  re sults  in a n a nnua l subs idy of $1,749 million a s  of Ma y

10 31, 2016, or $35 million ove r the  life  of the  curre nt inte rconne ction a gre e me nts . According to Trico,

l l a t the  time  of the  he a ring, the  $2 million pe r ye a r tra ns la te s  into a  cos t s hift of a lmos t $1,000 pe r

12 me mbe r pe r ye a r ove r those  20 ye a rs ."

13 Sta ff be lieves  tha t this  da ta  demonstra tes  tha t Trico's  s itua tion can be  dis tinguished from both

14 UNSE and SSVEC, and tha t based upon this  da ta , the  grandfa the ring da te  conta ined in the  proposed

15 Settlement is  reasonable .

16

17

c. The Settlement Provides The Potential For Subsequent Proceedings To
Reexamine The Export Rate Using The Guidance Provided In The
VOS Docket.

18

19

20
21 proceeding:

22

23

EFCA a rgue s  tha t Trico ha s  not jus tifie d "pre e mpting the  outcome  of the  Va lue  of S ola r

Docke t."2l The  Commis s ion in the  UNS E Orde r s ta te d the  following with re s pe ct to the VOS

We  be lie ve  tha t the  public inte re s t fa vors  cons is te nt a pplica tion of the
re s ults  of the  Va lue  of DG docke t. As  a  re s ult, we  will ke e p the  ne t
me te ring  a nd  ra te  de s ign  portions  o f th is  docke t ope n  pe nd ing  the

24

25

26

27

17 Decision No. 75697 at 35.
18 SSVEC ROO at 12.
19 While  S ta ff agreed with the  amount of fixed cos t shortfa ll, it pointed out tha t the  shortfa ll was  due

to members that have reduced energy consumption from EE measures and other reasons as well.
Id. a t 14.

20 Trico P os t He a ring Br. a t 1.
21 EFCA P os t He a ring Br. a t 18.28
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1

2

3

4

5

conclus ion of the  Va lue  of DG docke t. Thus , s hortly a fte r the  conclus ion
of tha t docke t, a  s e cond pha s e  of this  docke t will be  conve ne d in orde r to
a p p ly th e  fin d in g s  o f th e  Va lu e  o f DG d o c ke t to  UNS E . In  th e  s e c o n d
pha s e  of th is  proce e ding, in  a ddition  to  de te rmining the  a ppropria te  ne t
me te ring ta riff for UNS E for a ny ne w DG cus tome rs  who file  a pplica tions
for inte rconne ction a fte r the  e ffe ctive  da te  of the  De cis ion tha t come s  out
of pha s e  two of th is  p roce e ding , the  Commis s ion  will a ls o  cons ide r the
Compa ny's  re que s t to re quire  DG cus tome rs  to ta ke  s e rvice  unde r thre e -
pa rt de ma nd ra te s  due  to the ir s ta tus  a s  pa rtia l re quire me nts  cus tome rs . In
the  inte rim, DG cus tome rs  will be  tre a te d the  s a me  a s  non-DG cus tome rs
unde r the  va rious  ra te  options ."

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

EFCA a rgue s  tha t the  propos e d S e ttle me nt is  incons is te nt with the  UNS E Orde r a nd cre a te s

"ra te  ins ta b ility, cos ts , a nd  unce rta in ty whe n a  de c is ion  in  tha t docke t is  s o  c los e ."23  EFCA a ls o

a rgue s  tha t the  ra pid incre a s e  in DG ins ta lla tions  doe s  not jus tify a ddre s s ing this  now ra the r tha n in a

P ha s e  II proce e ding."

Fina lly, EFCA a ls o a rgue s  tha t by ke e ping the  docke t ope n for 18 months , the  Commis s ion

would be  "s ow[ing] confus ion a nd s hortcha nge [ing] a ny ins ights  tha t the  DG va lua tion me thodology

be ing de ve lope d in the  Va lue  of S ola r Docke t would bring to the  ca s e ." EFCA a ls o a tta cks  the  e xport

ra te  e s ta blis he d in the  propos e d S e ttle me nt a s  be ing a rbitra ry a nd ina ppropria te , cre a ting s ignifica nt

unce rta inty for cus tome rs  for up to 18 months  be yond whe n the  Commis s ion is s ue s  a  de cis ion in this

proceeding. 25

E F C A's  c la im  th a t  th is  p ro v is io n  will c re a te  u n c e rta in ty fo r 1 8  m o n th s  o r lo n g e r is

unwa rra nte d. The  18 months  wa s  chos e n by the  s igna torie s  be ca us e  it wa s  not known a t the  time

whe n the  VOS  de cis ion would be  is s ue d. S e ction 8.6 of the  propos e d S e ttle me nt re cognize s  tha t the

e xport ra te  could be  s ubs e que ntly re -e xa mine d unde r the  me thodologie s  s e t forth in the  VOS  docke t.

If the  propos e d S e ttle me nt is  a pprove d, tha t de te rmina tion  would  like ly be  ma de  s hortly a fte r the

VOS  de c is ion is  a dopte d. More ove r, th is  provis ion a llows  for re que s ts  for e xpe dite d he a rings  a nd

cons ide ra tion of e xpe dite d a pprova l by the  Commis s ion.

24

25

26 22

23

27

De cis ion No. 75697 a t 116.
Id  a t 18.

24 Id.

25 Id a t 19.28
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1

1 ERICA's  continue d a tta cks  on  the  e xport ra te  a re  a ls o  unwa rra nte d . Tric o  h a d  o rig in a lly

2 propos e d its  a voide d cos t ra te  of a pproxima te ly 3 ce nts  pe r kph. The  e xport ra te  e s ta blis he d in the

3 S e ttle me nt is  much h ighe r a t 7 .7  ce nts  pe r kph . Nor is  it a n  a rb itra ry ra te  a s  a lle ge d  by EFCA. It

4 re pre s e nts  the  fixe d cos ts  of tra ns mis s ion a nd ge ne ra tion, or the  Coope ra tive 's  powe r s upply portion

5 of the  e ne rgy cha rge  for the  firs t tie r of the  propos e d RS 1 S che dule .

6 Th e  VO S  R O O  wh ic h  wa s  re le a s e d  re c e n tly p ro v id e s  fo r u s e  o f S ta ff's  two  p ro p o s e d

7 me thodologie s , a  mid-te rm a voide d cos t me thodology a nd the  Re s ource  Compa ris on me thodology."

8 While  the  Commis s ion  could  a dopt a  d iffe re nt me thodology a ltoge the r, the  only me thodology for

9 Trico tha t is  like ly to e xce e d the  7.7 ce nts  would be  one  ba s e d upon long-te rm a voide d cos ts . EFCA

10 a ls o cla ims  tha t the  e xport ra te  is  de fe ctive  be ca us e  it doe s  not ta ke  a ll of the  be ne fits  a s s ocia te d with

l l DG into a ccount.27 Howe ve r,  Tric o 's  witne s s e s  te s tifie d  tha t Tric o  looke d  a t the  pos s ib ility o f

12 be ne fits  a s s ocia te d with tra ns mis s ion a nd dis tribution provide d by the  curre nt DG pe ne tra tion le ve ls ,

13 a nd found the re  we re  none .

14 The  7.7 ce nt pe r kph ra te  is  highe r tha n the  e xport ra te  propos e d by e ithe r UNS E or S S VEC.

15 UNS E  p ro p o s e d  to  u s e  its  m o s t re c e n t P P A p ric e  wh ic h  wa s  5 .8  c e n ts  p e r kp h ,  a n d  S S VE C

16 propos e d us e  of its  a voide d cos t ra te  of 2.58 ce nts  pe r kph (e qua l to the  e ne rgy a nd fue l compone nts

17 of its  whole s a le  ra te ).28 S ta ff did not s upport e ithe r ra te .

18 The  VOS  ROO provide s  for gra ndfa the ring of both ra te  de s ign a nd ne t me te ring until the  time

19 of the  e le c tric  u tility's  ne xt ra te  ca s e , with  furthe r gra ndfa the ring to  be  cons ide re d in  the  ne xt ra te

20 ca s e ." S imila r to the  VOS  ROO with re s pe ct to ne t me te ring (which S ta ff a cknowle dge s  is  s ubje ct to

21 cha nge  by the  Commis s ion), the  propos e d S e ttle me nt provide s  for gra ndfa the ring "on the  curre nt ne t

22 me te ring ta riff a t le a s t until the  Commis s ion is s ue s  a  de c is ion in  Trico 's  ne xt ra te  ca s e ..."30 In the

23 propos e d S e ttle me nt, the  s igna torie s  a ls o e xpre s s e d a n "e xpe cta tion tha t gra ndfa the ring will continue

24

25 -
26 VOS ROO a t 148.

26 27 EFCA P os t He a ring Br. a t 23-26.
27 28 S S VEC ROO a t 29.

29 VOS ROO at 153-154.
28 S e e  S e ction 9.1 of the  Trico Agre e me nt.30
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1 for the  re ma ining te rm of the  me mbe r's  inte rconne ction a gre e me nt or for 20 ye a rs , whiche ve r is

2  s ho rte r.

3

4

5

6

7

8

9

Unde r the  propose d S e ttle me nt, the  sa me  ra te  de s ign would a pply to both DG a nd non-DG

cus tome rs . This  is  diffe re nt from both UNS E a nd S S VEC. UNS E is  propos ing a  thre e -pa rt ra te  for

DG cus tome rs  only. SSVEC a lso propose d ne w re s ide ntia l DG ra te  cla sse s .31 While  the  propose d

Settlement adopts  a  three-part ra te  s tructure , the  demand information component is  se t a t zero so the

bill will not be  impacted by the  change  in ra te  s tructure . Ra the r, the  bill will re fle ct the  same amount

a s  the  e xis ting two-pa rt ra te  through the  Coope ra tive 's  ne xt ra te  ca s e , a t which time  it will be

reevaluated.

1 0

11

1 2

Fina lly, EFCA note s  tha t unde r the  proposed Se ttlement, the  ne tting and banking provis ions

of ne t me te ring will a lso cha nge ." The  propose d Se ttle me nt provide s  tha t "[a ]ll e xce ss  e ne rgy from

a  ne w DG me mbe r will be  cre dite d to the  me mbe r for the  billing pe riod a t the  e xport ra te ." The

13 propos e d S e ttle me nt a ls o provide s  tha t for "ne w DG me mbe rs , no ne tting or ba nking of kph will

14 occur during the  month."34 The  VOS  ROO a ls o conte mpla te s  tha t ne tting a nd ba nking will be

1 5

1 6

1 7

1 8

1 9

20

2 1

22

e liminated over time with the  adoption of an export ra te .35

EFCA a lso a rgues  tha t the  Commiss ion cannot sanction changes  which a re  incons is tent with

its  Net Metering Ru1es.36 EFCA a rgue s  tha t without a  wa ive r provis ion in the  Ne t Me te ring Rule s ,

the  Commiss ion is  powe rle s s  to wa ive  the m until the y a re  cha nge d." This  is sue  wa s  dis cus se d a t

le ngth  in  the  UNS E De cis ion ." While  th is  is s ue  will be  de cide d  in  P ha s e  II o f the  UNS E a nd

SSVEC proceedings, Staff" s  position in this  case  is  the  same as  expressed in the  UNSE decis ion: the

Commis s ion ca n wa ive  its  own rule s . More  importa nt, howe ve r, is  the  fa ct tha t the  Commis s ion

should not be  cons tra ine d by rule s  tha t no longe r produce  ra te s  tha t a re  jus t a nd re a sona ble  in a

23

24 31

32

2 5 33

34

26 35

36
27 37

38
28

SSVEC RO() a t 11-12.
EFCA Pos t Hea ring Br. a t 20.
See  Section 8.2 of the  Trico Settlement Agreement.
Id a t S e ction 8.3.
VOS ROO a t 146.
EFCA Pos t Hea ring Br. a t 16.
Id a t 16-17.
Decis ion No. 75697 a t 101-102.
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1 pa rticula r ca s e . Thus , if in Trico's  ca s e , the  curre nt Ne t Me te ring Rule s  produce  ra te s  tha t a re  no

2 longer jus t and reasonable , the  Commission must take  action to ensure  tha t any ra tes  it approves  a re

3 jus t a nd re a sona ble .

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Fina lly, EFCA a rgue s  tha t the  cha nge s  to  Ne t Me te ring a nd DG ta riffs  in  the  propos e d

S e ttle me nt would curta il DG a doption be ca us e  DG inve s tme nts  would be come  une conomica l."

EFCA a rgues  tha t S ta ff witness  Liu's  ana lys is  of rooftop sola r va lue  propos itions  under diffe rent ra te

de s igns  is  fla we d.40 EFCA witne s s  Monse n criticize d S ta ff witne s s  Liu's  use  of a  33-ye a r inte rna l

ra te  of re turn ("ERR") ins tead of a  20-yea r ERR in his  mode ling. He  cla imed tha t S ta ff used the  20-

ye a r ERR in  the  UNS E ra te  ca s e ,  bu t s witche d  to  a  33 -ye a r ERR in  th is  ca s e  withou t a ny

jus tifica tion."41 EFCA witne s s  Mons e n's  te s timony on this  point ha s  no me rit. Firs t, the  20-ye a r

ERR used in the  UNSE rate  case  was based on the  information gathered by Staff a t that time. Staff has

be e n continuous ly improving the  Bill Es tima tion a nd S ola r Cos t Mode l us ing upda te d informa tion

a nd knowle dge . In fa ct, S ta ff witne s s  Liu a cknowle dge d in his  s urre butta l te s timony in the  UNS E

ra te  ca se  tha t "[w]e  a re  continuing to e va lua te  the  mode l a nd will on a n ongoing ba s is  look for a ny

wa ys  the  mode l ca n be  improve d."42 Furthe r, the  sys te m life  of 33 ye a rs  is  ba se d on the  Na tiona l

Re ne wa ble  Ene rgy La bora tory's  ("NREL") Dis tribute d Ge ne ra tion Re ne wa ble  Ene rgy Es tima te  of

Costs (updated February 2016).43

Moreove r, EFCA's  a sse rtion tha t S ta ff witne ss  Liu's  ana lys is  is  "deeply flawed" and

"influenced by Staff's  desire  to support the  Proposed Settlement"44 is  unreasonable  and unjust. Staff

witness  Liu described the  formation and deve lopment of his  model and ana lysis , and he  a lso justified

different assumptions and inputs used in his  analysis , which makes his  analysis  reasonable  and

unbiased. As the  matter of fact, some of the  key inputs are  the  same as the  ones used in his  analysis

in the SSVEC ra te  case .45 Therefore , S taff witness  Liu's  ana lysis  was not influenced by "Staff" s

24

25

26

27

28

39 EFCA P os t He a ring Br. a t 28-29.
4 0  id

41 EFCA P os t-He a ring Brie f, P a ge  29, Line s  16-18.
42 Liu S urre butta l Te s timony, P a ge  4, Line s  4-5, Docke t No. E-04204A-15-0142, Fe brua ry 19, 2016.
43 Liu S e ttle me nt Dire ct Te s timony, P a ge  5, Line s  3-4.
44 EFCA P os t-He a ring Brie f, P a ge  29, Line s  10-11 .
45 Liu S urre butta l Te s tim ony, Docke t No. E-01575A-15-0312, Ma y 6, 2016.
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1

2

3

4

5

6

7

8

9

10

de s ire  to support the  propose d S e ttle me nt." S ta ff witne s s  Liu 's  a na lys is  s hows  tha t rooftop DG

would s till be  profita ble  unde r the  propose d S e ttle me nt.

EFCA a ls o critic ize s  S ta ff witne s s  Liu 's  us e  of a  rooftop s ola r s ys te m  cos t of $2,750/kW-DC.

S ta ff witne s s  Liu  u s e d  the  s a m e  c os t in  the  UNS E  ra te  c a s e ,  wh ic h  is  the  m id -po in t o f the  da ta

provide d by UNS E a nd TAS C. EFCA witne s s  Mons e n, howe ve r,  us e d a  s ys te m  cos t of $3,600/kW-

DC, which  is  ba s e d  on  La wre nce  Be rke le y Na tiona l La bora tory,  Tra cking  the  S un VIII. This  cos t

re fle cts  re s ide ntia l s ola r s ys te ms  ins ta lle d in 2014, which ma y be  outda te d cons ide ring the  downwa rd

tre nd of the  s ys te m  cos t ove r the  la s t s e ve ra l ye a rs . Mr.  Ke v in  Ko c h ,  a  lo c a l s o la r in s ta lle r fo r

Te c h n ic ia n s  fo r S u s ta in a b ility th a t  o p e ra te s  in  TE P 's ,  Tric o 's ,  S S VE C 's  a n d  UNS E 's  s e rv ic e

te rritorie s  te s tifie d  tha t it cha rge d $2.87 pe r wa tt in  2015 a nd $2.62 pe r wa tt in  2016 for a  m e dium

11 qua lity s ys te m with 7.4 kW a nd 6.2 kW ca pa city re s pe ctive ly. Mr. Koch a ls o te s tifie d tha t the

12

13

14

sys tem cos t should corre spond to sys tems  with s imila r s ize s . S ta ff witness  Liu's  cos t of $2,750/kW-

DC wa s  a pplie d on a  6.85 kW sys te m s ize , which is  fa irly in the  ra nge  be twe e n 6.2kW a nd 7.4kW.

Thus  Kevin Koch's  te s timony jus tifie s  S ta ff witness  Liu's  a ssumption of sys tem cos t in his  ana lys is .

15
1

D. Freeing Q; The Rgidentig Time_Qf Use Rate Is Qppropriate lg Tricxgs Can.

16

17

18

19

20

2 1

22

23

24

25

26

EFCA re lie s  upon S ta ffs  pos ition  oppos ing the  fre e z ing of TOU ra te s  in  the  S S VEC ca s e  to

s ugge s t tha t the  S e ttle m e nt (which fre e ze s  TOU ra te s ) s hould not be  a dopte d.46 The  only s im ila rity

be twe e n the  two ca s e s  is  the  fa ct tha t both Coope ra tive s  a s ke d tha t the ir TOU ra te s  be  froze n due  to

the ir pric ing s tructure  with AEP CO, which is  not tim e  diffe re ntia te d. As  a  re s ult,  the  re s ide ntia l tim e -

of-use  ra te  doe s  not re fle ct the  cos ts  incurre d by the  Coope ra tive s .

In  th e S S VE C c a s e ,  S ta ff d id  no t be lie ve  it  wa s  ne c e s s a ry to  fre e z e  the  Coope ra tive 's

re s ide ntia l TOU ra te  be ca us e  of the  pros pe ct of cha nge s  by AEP CO in its  ra te  s tructure  which could

ultim a te ly be  re fle c te d  in  S S VEC's  m e m be r ra te s . Ho we v e r,  S S VE C  h a s  o n ly 1 5  (c h e c k) TO U

cus tom e rs  a t th is  tim e .  The  s itua tion  is  m uch  d iffe re n t fo r Trico .  Trico  ha s  a pproxim a te ly 2 ,900

re s ide ntia l TOU cus tome rs . with a  s ubs cribe r count this  la rge , cros s  s ubs idie s  a bound be twe e n non-

TO U m e m be rs  a nd  TO U m e m be rs .  Th is  be c a m e  s uc h  a  p rob le m  in  Tric o 's  la s t ra te  c a s e  whe re

27

28 Id. a t 41.46
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1

2

3

4

cros s  s ubs idiza tion of ove r $1 million dolla rs  wa s  found, tha t cha nge s  ha d to be  ma de  to re duce  the

e xte nt of m e m be r c ros s -s ubs id iza tion .  Be ca us e  the  TOU ra te s  do  not re fle c t Trico 's  a c tua l cos ts ,

Tric o  p ro p o s e s  to  firs t  fre e z e  th e m  a n d  th e n  e lim in a te  th e m  u n til th e  u n d e rlyin g  AE P C O  c o s t

s tructure  cha nge s .

5

6
E. The Fact That The Customer Charge In The Settlement Agreement Is Higher

Than Mat Contained I_g_ The _Qriginalj_otice Qoes Not Require 8 Be _Reduce
Q_r That The Air_eement B_e Set A_side.

7

8

9

10

11

12

13

14

15

17

18

19

EFCA a rgue s  tha t "Trico did not give  tim e ly notice  of its  inte nt to  ra is e  the  curre nt cus tom e r

cha rge  from  $15.00 to  $24.00." 47 As  a  re s ult,  EFCA s ta te s  tha t the  Com m is s ion ca nnot a dopt a

cus tom e r cha rge  which  e xce e ds  $20.00 in  th is  ca s e . S ta ff a ddre s s e d  th is  is s ue  in  its  In itia l P os t

He a ring Brie f a nd s ta nds  by its  pos ition a s  re fle cte d the re in.

Tric o  firs t  s e n t  o u t  a  n o tic e  to  its  c u s to m e rs  in  th e  fo rm  re q u ire d  b y th e  C o m m is s io n 's

De ce m be r 3 ,  2015,  P roce dura l Orde r. Tha t no tice ,  like  o the r ra te  ca s e  no tice s  pu t the  pub lic  on

notice  tha t cha nge s  to Trico's  proposa ls  conta ine d in its  a pplica tion we re  pos s ible .

Als o  in  Au g u s t ,  2 0 1 6 ,  Tric o  s e n t  o u t  with  its  m o n th ly b ills  in fo rm a tio n  o n  th e  p ro p o s e d

16 S e ttle me nt. This  notice  infonne d cus tome rs  of the  cha nge s  to Trico's  propos a l in its  a pplica tion.

EFCA re lie s  upon a  Ne va da  court de c is ion a ddre s s ing notice  in  a  proce e ding conduc te d by

the  P ublic  S e rvice  Com m is s ion of Ne va da .48 S ta ff be lie ve s  tha t ca s e  is  dis tinguis ha ble  be ca us e  it

a ddre s se d notice  a nd othe r is sue s  unde r a  spe cific s ta tutory provis ion in Ne va da  la w.

20 III. RESPONSE TO COMMISSIONER LETTERS.

2 1

22

23

24

At the  tim e  the  S e ttle m e nt wa s  e n te re d  in to ,  the  UNS E RO O  ha d  no t ye t be e n  is s ue d .  The

S e ttle me nt wa s  s igne d on J uly 8, 2016, a nd the  UNS E ROO is s ue d on J uly 20, 2016. The  he a ring on

the  S e ttle m e nt be ga n on Augus t 17, 2016. The  UNS E Orde r (De cis ion No. 75697) wa s  docke te d la te r

tha t we e k on Augus t 18, 2016. S ta ff re vie we d the  UNS E Orde r a fte r it wa s  docke te d a nd re cognize d

25

26
47

27 48

28

Id a t 39.
Vote  S ola r v. The  P ublic  Utilitie s  Comm 'n of Ne va da , Ca s e  No. 16 OC 00052 IB, In the  F irs t

J udicia l Dis trict Court in the  S ta te  of Ne va da . (S e pt. 12, 2016) Orde r.
13
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1

Iv. CONCLUSION.

1 that the Settlement provisions were not identical to Decision No. 75697's provisions. However, as

2 discussed above, the UNSE Order recognizes that different results may be warranted in different cases.

3 The discussion in Subpar t  II  above,  sets  for th S ta ffs  r easons for  proceeding with the

4 Settlement. Staff believes the unique circumstances in Trico's case were such that different treatment

5 was warranted. While the proposed Settlement is not identical to the UNSE Order, Staff believes that

6 it is consistent with the spirit and intent of that Order and at the same time, balances Trico's unique

7 circumstances with those standards.

8

9 For the reasons contained in Staff' s Post Hearing and Reply Briefs, the Commission

10 should approve the Settlement Agreement between Trico and Staff.

l l

12

RESPECTFULLY SUBMITTED this 2nd day of November, 2016.
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1 4 Maureen A. Scott, Senior Staff Course
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Legal Division
Arizona Corporation Commission
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