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22 S OLON Corpora tion ("S OLON"), through its  unde rs igne d couns e l, he re by

23 s ubmits  its  P os t-He a ring Re ply Brie f in  the  a bove -ca ptione d Docke t.

24 In  its  In itia l P os t-He a ring Brie f, S OLON a rgue d for the  fo llowing cha nge s  to

25 Tucs on Ele ctric P owe r Compa ny's  ("TEP ") ra te  de s ign propos a ls  in  this  ca s e :

26

P OS T-HEARING REP LY BRIEF
FOR S OLON CORP ORAATION
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1) TEP's  proposa l requires  an involunta ry trans ition for e ligible  cus tomers  from

the current GS-10 ra te  plan to the  proposed MGS and LGS rate  plans, leading

to unpredictable  and dras tica lly increased ra tes  for many customers . TEP's

proposa l should be  re jected. If, however, the  Commission requires  customers

to transition to a  proposed MGS and LGS rate  class , then TEP should be

ordered to provide  a lte rna tive  two-pan time-of-use  plans  prior to the  expira tion

of any transition period, and MGS and LGS customers  should be  a llowed to

choose among these plans.

2) TEP's  proposed 75% demand ra tchet on lower load factor customers , such as

those  cus tomers  tha t would be  e ligible  for the  MGS ra te , would lead to

unpredictable  and high ra te  increases  for a  large  number of customers  - not

just a  few outliers , and further fa ils  to adequately serve its  purpose to decrease

peak demand. The  Commission should re ject TEP's  proposal to use  demand

ra tche ts  for MGS customers .

3) Further, prior to the  Commiss ion's  decis ion in this  case , TEP must re lease

monthly billing de te rminants  for each cus tomer expected to trans ition to the

MGS and LGS rate  plans so the  parties  can further validate  the  expected

impacts  of TEP's  above  proposa ls .

SOLON continues  to re ly on the  arguments  and cita tions  to the  evidence  provided in its

Initia l Pos t-Hearing Brie f. SOLON provides  be low replie s  to ce rta in of TEP's  s ta tements

in its  Initia l Pos t-He a ring Brie f.
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1. DISCUSSION OF ISSUES1

2 a .

3

4

5 TEP  a rgue s  on pa ge s  30-31 of its  Initia l P os t-He a ring Brie f tha t both me dium a nd

6 s ma ll ge ne ra l s e rvice  cla s s e s  s hould be  cre a te d from the  curre nt s ma ll ge ne ra l s e rvice

7 cla s s  to re fle ct the  curre nt dis pa rity in us a ge  a nd loa d fa ctors  within TEP 's  curre nt

8 ge ne ra l s e rvice  cla s s . The  purpos e  of s plitting the  ge ne ra l s e rvice s  cus tome rs  into s ma ll,

9 me dium, a nd la rge  cla s s e s  a ppe a rs  to be  ba s e d upon TEP 's  a s s e rtions  tha t la rge r loa d a nd

10 us a ge  cus tome rs  us e  the  grid more  e fficie ntly, a nd s hould be  re wa rde d.1 Ra the r tha n

l l s imply providing the s e  a lre a dy more  e fficie nt cus tome rs  with a n a dditiona l ra te  pla n

12 choice , howe ve r, TEP  propos e s , in a  ve ry s hort pe riod of time , to ca us e  unre a s ona ble  ra te

13 s hocks  to a  s ignifica nt numbe r of cus tome rs  by re quiring a ll e ligible  cus tome rs  to move

14 involunta rily to the  propos e d MGS  a nd LGS  thre e -pa rt pla ns  tha t incorpora te  a  de ma nd

15 cha rge  a nd ra tche t.2

16 As  to the  propos e d MGS  cus tome rs , TEP  cla ims  it "ha s  a na lyze d bill impa cts  for a

17 s a mple  of tra ns itioning cus tome rs ," a nd conclude s  tha t the  "bill impa cts  a re  re a s ona b1e ."3

18 TEP  fa ils  to  e xpla in  in  its  In itia l P os t-He a ring Brie f a rgume nt, howe ve r, d irt TEP

19 provide d prob e cte d impa cts  for the  propos e d de ma nd pla ns  for only Q s e le ct non-

20 dis tribute d ge ne ra tion cus tome rs .4 TEP  fa ils  to de mons tra te  the  e ffe ct of its  propos a ls  on

3 1 a ny dis tribute d ge ne ra tion cus tome rs  a nd the  thous a nds  of othe r cus tome rs  tha t would be

23

24

25

26

TEP's proposed transition plan for the proposed mandatory MGS rate
plan fails to adequately address unreasonable bill impacts to
commercial customers. A better solution is to give customers more
plan choices within a specific rate class.

1 TEP  Initia l P os t-He a ring Brie f a t 31 .

2  S e e  S OLON Initia l P os t-He a ring Brie fge ne ra lly.
3  TEP  In itia l P os t-He a ring  Brie f a t 3  l, citing Ex. TEP -43 .

4  Id .; Tr. a t 1281112-18 (no DG cus tome rs  include d).
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1 required to migra te  to a  new ra te  plan.5 Further, Exhibit TEP-43 demonstra ted only the

2 ra te  impacts  caused by the  migra tion of this  small sample  of customers  from the  proposed

3 S GS  ra te s  to the  propos e d MGS  ra te s , but not from the  curre nt GS -10 ra te s  to the

4 propos e d MGS  ra te s .6

5 While  bill impa cts  to s ome  a ffe cte d cus tome rs  re quire d to migra te  to the  propos e d

6 MGS and LGS plans may indeed be reasonable as TEP argues, SOLON demonstrated

7 (even with the  very limited da ta  SOLON was  able  to secure  from TEP)7 tha t TEP's

8 proposed ra te  designs viola te  the  fundamental ra te  design principle  that ra tes  should

9 change  gradua l1y.8 Firs t, Mr. Se ibe l in his  Direct Tes timony and Exhibit SOLON-3

10 illus tra ted with available  res identia l da ta  the  variable  and sca tte red na ture  of bill impacts

l l expected when customers  move from two-part ra tes  to three-part demand ra tes .9 The

12 spread of customer impacts  cannot be  fa irly or accura te ly predicted by averaging

13 customer da ta  or averaging resulting impacts  as  in the  Commission's  traditional

14 schedules. SOLON repeatedly requested similar non-aggregated and unaltered

15 commercial customer demand data  to more accurate ly describe the  same anticipated

16 variable  impacts  for commercia l cus tomers , but TEP was  unable  or unwilling to provide

17 the  a mount of da ta  ne e de d to a ccura te ly de s cribe  the  e xpe cte d impa cts . TEP  mus t re le a s e

18

19

20

21

22

23

24

25

26

"He r

5  Tr.  a t  1 2 8 1 : l2 -1 8 ,  TE P  In it ia l P o s t -He a rin g  Brie f a t  3 1  (MG S  ra te  will c o n ta in
a pproxima te ly 4,000 cus tome rs ) .

6 Tr. a t 1280114-17.
7  S e e  S OLON Corpora tion 's  Motion  to  Compe l Dis c los u re  o f Da ta  Re que s t S e rve d  on
TEP  docke te d on Augus t 19, 2016, S OLON Corpora tion 's  Re ply to  Its  Motion to  Compe l
Dis clos ure  of Da ta  Re que s t S e rve d on  TEP  docke te d  on  Augus t 29 , 2016, Tra ns crip t of
P ro c e d u ra l Co n fe re n c e  d o c ke te d  o n  S e p te mb e r 7 ,  2 0 1 6 ,  Tra n s c rip ts  o f He a rin g  o n
S e pte mbe r 16  a nd 19 , 2016 (furthe r d is cus s ion  of re que s te d  da ta  production), s e e  a ls o
S OLON's  Initia l P os t-He a ring Brie f a t 8-9 (da ta  is s ue s ).

8 S e e  Ex. S OLON-5, a t 4-14.

9 S e e  Ex. S OLON-4 a t 43-45.
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the  monthly billing de tenninants  for the  MGS and LGS classes  before  any fully-ve tted

analysis can be completed and decisions made.

Mr. Se ibe l in his  Surrebutta l Testimony was able  to illus tra te  unreasonable

impacts  to rea l TEP customers  even with a  very limited sample  of customer da ta

ava ilable  to SOLON (39 cus tomers). He  projected annua l impacts  of 28%-95% for

school customers without dis tributed generation, and annual impacts  as  high as  3,654%

for dis tributed genera tion customers , with most impacts  to dis tributed genera tion

customers expected to exceed 100%.10 It is  important to note, diesel percentage increases

are  not trivia l dolla r va lues , as  the  annual dolla r bill increase  for the  customer with a

3,654% bill increase  is  over $52,000. Fina lly, during the  hearing, TEP provided SOLON

with a  sample  se lected by TEP of another 378 commercia l customer profiles  tha t

appeared to exclude distributed generation customers, and SOLON's analysis

demonstrated unreasonable  impacts  within this  sample t00.11

In TEP 's  Initia l Pos t-Hea ring Brie f, TEP indica ted "Moreove r, even SOLON

agrees  tha t approximate ly 80% of potentia lly transitioning SGS customers  will see  a  ra te

increase  of less  than 2.2%."12 Nowhere  in Mr. Se ibe l's  tes timony does  he  make  this

absolute assertion, and in no way does he agree with this statement because SOLON has

still not been provided by TEP with the  data  needed to appropria te ly evaluate  this

s ta tement. TEP provided SOLON with 378 commercia l cus tomer profile s  approximate ly

24 hours  after TEP was ordered to do so by Judge Rodda during the  hearing. Given

TEP's  re luctance  or inability to provide  a ll commercia l cus tomer da ta  previous ly, and

given the  limited da ta  se lected by TEP for this  partia l production, it appears  dire  a re  two

potentia l additiona l scenarios  to be  eva lua ted before  drawing a  conclus ion: (1) TEP

10 Id . , see a lso SOLON Initia l Pos t-Hea ring Brie f a t 14.
11 SOLON Initia l Pos t-Hearing Brie f a t 12.
12 TEP Initia l Pos t-Hearing Brie f a t 31.
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1 either a lready had many customer profiles  extracted from their databases and selected

2 profiles  dirt would experience  lower than average  bill impacts , or (2) given the  short

3 turnaround on the data , there  was no effort to ensure these profiles  were indeed a

4 representative  sample . Regardless , TEP has represented to a ll parties  in this  hearing in

5 TEP's  H-schedules  tha t the  bill impacts  to average  MGS customers  will be  be tween 2.2%

6 and 5. 1%.13 Even a  cursory review of the  data  presented by TEP or SOLON show this  to

7 be  a  comple te ly inaccura te  representa tion of the  range  of impacts . TEP's  fa ilure  to

8 adequately analyze impacts to over 4,000 Southern Arizona businesses cannot be

9 overlooked.

10 In recognition of the  extraordinary impacts  to dis tributed genera tion cus tomers ,

l l TEP has  now proposed in its  Initia l Pos t-Hearing Brie f to grandfa ther dis tributed

12 genera tion cus tomers  who qua lify for the  MGS plan for a  period to be  de te rmined in

13 Phase  2 of this  1natter.14 While  SOLON views TEP's  new grandfa thering proposal as  a

14 step in the  right direction, the  proposal does not address  the  existing DG customers that

15 will be  automatica lly trans itioned to the  LGS class . These  a re  the  exis ting DG customers

16 tha t experience  the  most extreme bill impacts . The  two examples  in Mr. Se ibe l's

17 Surrebutta l Tes timony of a  hea lth care  facility and a  loca l church tha t experience  bill

18 increases  of 3,654% and 420% were  due  to a  mandatory transition from GS-10 to LGs.15

19 The Commiss ion Staflfls  and TEP's  proposed trans ition plan for commercia l

20 customers recognizes their s imilar expectations of unreasonable  impacts , but the

21 trans ition plan only de lays  the  unreasonable  impacts  for a  short time, without giving

22 affected customers who are unable to reduce their peak demand a reasonable option.16

23 The proposed 9-month or l2-month transition period, and the  proposal to keep the  ra te

24

25

26

13 Ex. TEP-32, Schedule  H-4 a t 73-74.
14 TEP Initia l Post-Hearing Brief a t 33 .
15 EX. SOLON-4 a t 43-45.
16 Sta ff's  Clos ing Brie f a t 17-18,

6



b. TEP's proposed 75% demand ratchet should be rejected for the MGS
class. TEP has not demonstrated that its proposed seasonality clause
will adequately mitigate unreasonable impacts.

1 case  open for 18 months to address  the  unfair impacts  in some currently-unspecified

2 way,17 will not avoid the  inevitable  and unreasonable  na ture  of the  impacts . TEP's

3 poorly-de fined trans ition plan would be  fa r le ss  e ffective  than e ithe r (l) providing MGS

4 and LGS customers  with permanent a lte rnative  ra te  options  tha t include  two-part ra te

5 plans  such as  those  proposed for small commercia l customers , or (2) re jecting TEP's

6 proposed involuntary trans ition to three-part demand ra tes  in this  case . TEP's  principa l

7 rate  designer,18 Mr. Bachmeier, agrees that ra te  gradualism is  addressed for small

8 commercia l customers by a llowing a  customer a  choice  of ra te  plans,19 so even if the

9 Commiss ion is  not willing to de lay implementa tion of the  proposed MGS and LGS plan

10 for medium-sized customers in this  case , then a t a  minimum these  customers should

l l s imila rly be  provided with other ra te  plan options  within the ir ra te  class .

12

13

14

15
16 proposed a  seasona lity clause  in the  MGS ta riff tha t will apply to only "a  handful" or a

17 "dozen or so" full requirements  customers  because  the  ra tche t would be  "overly punitive

18 from a  ra te  perspective" to those  customers.22 TEP has not provided, however, any data

19 that indicates whether the seasonality clause addresses all the expected unreasonable

20 customer impacts  resulting from applica tion of a  demand ra tche t. TEP's  proposed

21 seasonality clause excludes a ll dis tributed generation customers from the proposed

22 seasonality clauses, even though distributed generation customers are  likely to see rate

23

24

25

26

In an a ttempt to mitiga te  the  unfa ir impact of the  demand ra tchet, TEP has

17 See  TEP Initia l Post-Hearing Brief a t 32.
18 Tr. a t 1275:21-23.
19 Tr. at 1301120-24.
20 Ex. TEP-31 a t 15-16, TEP Initia l Pos t-Hearing Brie f a t 35.
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1 impa cts  in e xce s s  of 100%.21 Furthe r, the  s e a s ona lity cla us e  would a pply to a  limite d

2 pe riod (Octobe r-April) dirt ma y not a ddre s s  die  unre a s ona ble  impa cts  to s e a s ona l

3 cus tome rs  with a  longe r s e a son, such a s  a  s chool ye a r.22

4

5 For the  re a s ons  de s cribe d in S OLON's  Initia l P os t-He a ring Brie f, a s  s upple me nte d

6 he re in, S OLON re s pe ctfully re que s ts  the  Adminis tra tive  La w J udge  a nd, s ubs e que ntly,

7 the  Arizona  Corpora tion Commis s ion, ma ke  a nd a dopt the  following re comme nda tions  in

8 this  ra te  ca s e :

9 l) Re je ct the  Compa ny's  propos a l to  force  a n  involunta ry tra ns ition  to  the  MGS

10 or LGS  ra te  pla ns .

l l 2) If the  Compa ny is  a llowe d to  force  a n  involunta ry tra ns ition  to  the  MGS  or

12 LGS  ra te  cla s s , the  cus tome r s hould be  a llowe d to choos e  be twe e n a  TOU two-

13 pa rt ra te  pla n or a  thre e -pa rt ra te  pla n.

14 3) Re je ct the  Compa ny's  propos a l to ins titute  ra tche ts  for a ll ra te  cla s s e s .

15 4) P rior to  ma lting a  re comme nde d opinion a nd orde r, re quire  the  Compa ny to

16 re le a s e  a ll MGS  a nd LGS  monthly billing de te nnina nts  for e a ch cus tome rs

17 e xpe cte d to ta ke  se rvice  unde r the se  ra te  pla ns  .

18 DATED this  14th da y of Nove mbe r, 2016.

19

20

2 1

22

23

24

25

26

II. CONCLUSION

21 S e e  Dire ct Te s timony of Bria n A. S e ibe l, Ex. S OLON-4 a t 43-45 .
22 Id .
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12

Kurt J . Boe hm
BOEHM, KURTZ & LOWRY
36 E. Seventh Street, Ste  1510
Cincinna ti, OH 45202
Attorne ys  for The  Kroge r Co.

13

Cra ig Ma rks
CRAIG A. MARKS , P LC
10645 n. Ta tum Blvd., Suite  200-676
P hoe nix, AZ 85028
Attorne y for AURA
Cra ig.ma rks@a zba r.org
Co n s e n te d  to  S e rvic e  b y Ema il
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16

Pa t Quinn
QUINN AND ASSOCIATES, LLC
ARIZONA UTILITY RATEPAYER ALLIANCE
5521 East Cholla  Stree t
Scottsda le , AZ 85254

John Willia m Moore , J r.
MOORE BENHAM & BEAVER, P LC
7321 Nol'th 16th Stree t
P hoe nix, AZ 85020
Attorne y for Kroge r17
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19

THE KROGER co .
Attn: Corpora te  Energy Manager (G09)
1014 Vine  Stree t
Cincinna ti, OH 4520220

21
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23

Stephen J. Baron
J . KENNEDY & AS S OCIATES
570 Colonia l Pa rk Drive , Suite  305
Ros we ll, GA 30075
Consultant for Kroge r

24

Thomas  Loquvam
P INNACLE WES T CAP ITAL
CORP ORATION
P.O. Box 53999, MS 8695
P hoe nix, AZ 85072
thomas.loq_uvam@pinnaclewest.com

25 Consented to Service by Email
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Tom Ha rris
ARIZONA S OLAR ENERGY INDUS TRIES
AS S OCIATION
2122 W. Lone  Cactus  Dr. Suite  2
P hoe nix, AZ 85027
Tom.Ha nis @AriS e ia .org
Co n s e n te d  to  S e rvie e  b y Ema il

Ka re n White
AFLOAT/JACL-ULT
139 Ba se s  Drive , S uite  1
Tynda ll Air Force  Ba s e , FL 32403
Attorne y for DOD/FEA
Karen.white . 13 @us.af.mil
Co n s e n te d  to  S e rvic e  b y Ema il

Brya n  Lovitt
3301 We s t Cinna mon Drive
Tucs on , AZ 85741

Janice  Alward
Dwight Node s
Thomas  Brode rick
Miche le  Finica l
ARIZONA CORP ORATION COMMIS S ION
1200 W. Washington
P hoe nix, AZ 85007
ja1ward@azcc.gov, dnodes@azcc.gov,
tbroderick@azcc.gov, rmitchel1@azcc. gov,
wvancleve@azcc. gov, besmith@azcc.gov,
MFinica l@azcc.gov, lega1div@azcc.gov
Consented to Service by Email

Ke vin Koch
P.O. Box 42103
Tucson, AZ 85733

Elle n Zucke rma n
S WEEP  S ENIOR AS S OCIATION
1627 Oa k Vie w Ave .
Kens ington, CA 94707

Bruce  P lank
2958 n. S t Augus tine  P I
Tucs on, AZ 85712

GaieTy D. Hays
LAW OFFICES  OF GARY D. HAYS , P C
2198 E. Camelback Rd, Suite  305
P hoe nix, AZ 85016
Attorne y for AS DA
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Greg Patterson
MUNGER CHADWICK
916 West Adams, Suite  3
Phoe nix, AZ 85007
Attorne ys  for Arizona  Compe titive  Powe r
Allia nce
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2

3

Jeffrey W. Crockett
CROCKETT LAW GROUP, PLLC
2198 E. Camelback Road, Suite 305
Phoenix, AZ 85061
Attorneys for Tucson Meadows, LLC
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5

6

7

8

Kyle  J . S mith
9275 Guns ton Roa d (J ALS  RL IP )
S uite  1300
Fort Be lvo ir,  VA 22060
Attorne ys  fo r DOD/FEA
Kyle .j . s mith]24.c iv@ ma il.mil
Co n s e n te d  to  S e rvic e  b y  Em a il
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13

14

C O AS H & C O AS H
C OUR T R E P OR TING,  VIDE O AND VIDE OC ONF E R E NC ING
1802 North 7th S tre e t
P hoe n ix, AZ 85006
(602) 258-1440
s ta ff@coa s ha ndcoa s h.com

Dated at Maricopa County, Arizona, this 14th day of November, 201615
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By m
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