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Are you the same Gary W. Hoogeveen who presented direct and rebuttal
testimony in this proceeding?

Yes | am.

What is the purpose of your surrebuttal testimony?

I respond to the Joint Proposal of the Office of Consumer Services ("OCS") and
Division of Public Utilities ("DPU") that was appended to the rebuttal testimony of
OCS witness Michelle Beck as Attachment 1 and DPU witness Dr. Artie Powell as
Exhibit 1.1R.

What is the Company’s response to the Joint Proposal?

While the Joint Proposal is different in many respects from the Company's
recommendation in its original filing, the structure of the proposal for a new program
for customer with private generation addresses many of the Company's concerns with
the current NEM structure. As noted in the rebuttal testimonies of OCS witness Ms.
Beck, and DPU witness Dr. Powell,! the cost of service studies demonstrate that the
costs of NEM outweigh the benefits of the program. The Company’s filing and the Joint
Proposal both recognize the cost shift to non-NEM customers that occurs when NEM
customers avoid paying the full costs of their service and are paid retail rates for the
energy they produce, which far exceeds the value of that energy. Both of these aspects
of the current NEM structure shift costs that are borne by our non-NEM customers. The
Company’s proposal and the Joint Proposal each attempt to remedy these problems,

albeit in different ways. While the proposed structure in the Joint Proposal is different

! See, e.g., DPU witness Artie Powell Direct Testimony, Il. 35-37; Powell Rebuttal Testimony, Il. 362; OCS
Witness Michele Beck Direct Testimony, Il. 68-71; Beck Rebuttal Testimony, 1. 26-29.
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than what is filed in the Company's application, we agree that it is an acceptable
structure to address the inherent and ever-increasing cost shift in the current NEM
program. However, if the Commission approves the proposed structure, careful
consideration should be given to each of the elements and the costs that will be borne
by customers that do not elect to generate their own electricity. The way to achieve that
objective is to ensure that, even if there is a short transition from the existing structure,
the ultimate result should be that private generation customers are paid an amount that
is based on an avoided cost rate for the energy they put back into the system.

Please provide some examples of how the Joint Proposal differs from the
Company’s filing.

The Joint Proposal differs in both structure and rate design from the Company’s filing.
I think it is most helpful to examine the structure of the Joint Proposal separately from
the numeric values of the Joint Proposal’s rate design. Turning first to structure, where
the Company’s filing proposes to close Schedule 136 and create a new Schedule 5 that
would include all NEM customers in a separate customer class, the Joint Proposal caps
the current net metering schedule at the penetration level effective December 31, 2017,
and thereafter proposes to create subclasses of grandfathered and transition class
customers. In addition, the Joint Proposal recognizes that the exported power is not
equivalent to the retail rate as under the current rate design and seeks to address future
cost shifting by eliminating monthly kilowatt-hour netting and proposing a future
docket to determine the proper rate for exported power, whereas the Company’s
proposal makes modifications under the NEM construct to address all issues in this

docket. The Company’s proposal consists of two rate options: a three-part rate
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including a customer charge, on-peak demand charge, and reduced volumetric rate and
a two-part rate with a customer charge and time-of-use energy. The Joint Proposal
keeps future post-NEM customers in the same customer class as all residential
customers and simply lowers the export rate that future post-NEM customers are paid
for their excess generation. Finally, while the Company indicated support for modest
grandfathering of existing NEM customers, the Joint Proposal expressly identifies
grandfathering periods for existing customers as well as proposes a new program with
a transition period and transition rate for new customers with private generation.
Company witness Joelle R. Steward’s rebuttal testimony more fully described the
differences between the two structures.

Does the Company agree with the new program structure as described in the Joint
Proposal?

Partially. To be clear, the Company still maintains that the rates it has proposed are the
more accurate rate structure for NEM customers. Again, with reference to the more
detailed discussion in Ms. Steward's testimony, if certain modifications are made to the
Joint Proposal it would address many of the concerns the Company has with the current
NEM program. Therefore, if the Commission determines that the structure of the Joint
Proposal is an acceptable or preferable alternative, or even because of the desirability
for consensus, the Company supports that framework, provided the values in the Joint
Proposal are modified for the transition period. We recall the words of the Commission
in its November 10, 2015 Order in this docket when it stated “we weigh heavily the
fact that unanimity exists among the Division, the Office and PacifiCorp that the

established cost of service models provide the proper platform for conducting the cost
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benefit analysis”?>. The Company supports the new program structure in the Joint
Proposal and views it as a fair and balanced alternative for both NEM and non-NEM
customers, provided that the values in the proposal are carefully weighed and applied.
What are the specific elements that the Company has concerns with?

The Joint Proposal includes ranges of time for grandfathering existing NEM customers
and a transition period for the new program customers before the Commission’s final
compensation rate becomes applicable to all new private generation customers. In
addition, the Joint Proposal includes a small reduction in the export rate for the
transition customers, and proposes that this rate apply until the above-referenced
grandfathering and transition periods expire.

Does the Company generally agree with the transition periods, grandfathering
timetables, and transition export rates proposed in the Joint Proposal?

No. While the Company supports the proposed structure for the new program in the
Joint Proposal, the Company is concerned with the specific time periods and rates
because they do not fully resolve the issues they are intended to address and lock-in
risk to other customers more than under the current NEM program. Fundamentally, the
Company is not opposed to grandfathering or a reduction in the export rate. Indeed, the
Company’s November 2016 compliance filing indicated that the Company is not
opposed to the Commission considering a short and reasonable grandfathering period

if the Commission deems it to be in the best interests of our customers. However, the

2 Docket No. 14-035-114, Order at p. 6 (November 10, 2015).
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Company has concerns with the length of time proposed by the parties for
grandfathering and transitioning, as well as the level of the proposed export rate.
What are the Company’s specific concerns with the proposed transition export
rate?

As described in the rebuttal testimony of Michele Beck, the Joint Proposal is based on
the assumption that existing NEM customers would receive the full retail rate for their
exports for a period of 12-17 years. It also recommends that transition private
generation customers would receive 95 percent of the average retail rate for a period of
10-15 years. While this figure is a slightly lower compensation amount for NEM
customers’ exported generation under the current NEM program, rate is proposed to be
locked in without further Commission review over a relatively long duration. For
perspective, and as shown in the surrebuttal testimony of Robert M. Meredith, for every
one cent above cost-based rates that the Company must pay for transition customers’
excess generation, there is an annual cost shift of approximately $1 million to non-
NEM customers. Spread over 12-17 years, this results in a cost shift of approximately
$15 million to $22 million for each additional cent per kilowatt hour that the export
credit price is inflated beyond a comparable cost. The basis for considering a transition
period is to provide the industry and customers considering purchasing systems under
the current structure some form of gradualism away from the current net metering
program. Recognizing that as an issue the Commission will wrestle with, the Company
is less persuaded that future private generation customers should be given a relatively
long transition period with a locked-in export rate. Since both the OCS and DPU

acknowledge that the current structure unjustifiably shifts costs from NEM customers
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to non-NEM customers, a transition period of any length seems unwarranted. In
addition, the grandfathering period for existing NEM customers should be modest, and
certainly should be based from the date the NEM customer interconnected with our
system—not from the date of the Commission’s order. While the Company is mindful
that the Commission will consider the impact of a rate change on private generation
customers, the Company maintains that the purpose of this docket is to weigh the
quantifiable costs and benefits of private generation and to implement a new and proper
rate structure that would balance those costs and benefits based upon the viewpoint of
the non-NEM customer. This can and should be done to remove cost shifting over a
much shorter period of time.

Hence, while the structure proposed by the OCS and DPU could accomplish
that goal, the level of grandfathering and the level of transition export rate proposed
appear to be balanced more heavily toward the interests of current and future private
generation customers, not the other customers who are subsidizing them. The focus on
the impact to private generation customers, to the exclusion of other customers,
conflicts with the general intent of the Commission’s prior order that stated:

As a matter of law we conclude Subsection One requires the

Commission to consider costs and benefits that accrue to the

utility or its non-net metering customers in their capacity as

ratepayers of the utility. (July 1, 2015 Order at p. 15 (emphasis

added)).

If the Commission adopts the new program structure proposed by the Joint
Proposal, does the Company have transition export rate values that the Company

believes would be reasonable under the circumstances?

Yes. Taken strictly from the viewpoint of other customers, the Company continues to
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maintain, as it has throughout this proceeding, that the appropriate export rate for
private generation customers’ excess generation should be the avoided cost rate,
consistent with the rate the Company is required to pay for energy from other
independent producers. Any rate in excess of avoided cost will represent an expense
borne by other customers. All of the purported socio-economic and environmental
benefits of rooftop solar generation also exist—to the extent they exist at all—with
large-scale renewable energy developers to whom the Company pays only the avoided
cost rate for production.

That said, to the extent the Commission is unwilling to adopt avoided cost as
the proper rate for exported generation during the pendency of a new proceeding to
develop a methodology for setting the export credit, the surrebuttal testimony of
Mr. Meredith contains calculations showing the amount of cost shift to other
customers based upon the values in the Joint Proposal, for both the high and low end
of grandfathering and transition period included in the Joint Proposal as well based on
avoided cost and the mid-point between the retail rate and avoided cost, which was
originally proposed by the DPU in direct testimony?®. For additional perspective on the
impact of the fixed term for the transition period, the scenario shows that a five-year
transition compared to a 10-year transition period could reduce cost shifting by 12
percent. Utilizing these tables, the Commission is able to make an educated and
balanced determination of the appropriate transition export rate and term and

appropriate length of grandfathering of NEM customers to implement if the

3 Powell Direct Testimony, Il. 482-484.
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Commission determines that the structure outlined in the Joint Proposal is in the best
interests of the Company’s Utah customers.
Q. Does that conclude your surrebuttal testimony?

Yes.
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Are you the same Joelle R. Steward who presented direct and rebuttal testimony
in this proceeding?

Yes | am.

Purpose of Rebuttal Testimony

Q.

A

What is the purpose of your surrebuttal testimony?

My surrebuttal testimony responds to the rebuttal testimony of Utah Clean Energy
(“UCE”) witness Tim Woolf; Vote Solar witness Dr. David DeRamus; Vivint Solar
witness Richard Collins; and Western Resource Advocates (“WRA”) witness Steven
Michel filed July 25, 2017. | also respond to certain aspects of the Joint Proposal
submitted by Dr. Artie Powell for the Division of Public Utilities (“DPU”) and Michele
Beck for the Office of Consumer Services (“OCS”). A lack of response to particular
statements made in rebuttal by parties should not be interpreted to mean the Company
agrees with that statement; rather, many statements in rebuttal testimony were
reiterations of arguments the Company addressed in its rebuttal testimony and, thus,

the Company will not repeat those arguments here.

Response to Joint Proposal by DPU and OCS

Q.

Do you have comments on the Joint Proposal by the DPU and OCS regarding the
proposed structure for the transition away from net metering (“NEM”)?!

Yes. My comments supplement the general comments of Company witness Gary W.
Hoogeveen and economic analysis of Company witness Robert M. Meredith in their
surrebuttal testimonies regarding the Joint Proposal. Specifically, | will address the

Joint Proposal’s specific recommendations regarding (1) fixed rates for compensating

1 DPU witness Dr. Artie Powell DPU, rebuttal testimony, Exhibit 1.1R, and OCS witness Michele Beck, rebuttal
testimony, Attachment 1 (“Joint Proposal”).
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exports during the transition period, (2) allowing transition customers to remain in
“their then-existing appropriate rate class” through the transition period, and (3) the
first phase of the compensation proceeding.

Do you have concerns with the specific recommended fixed rates to compensate
for exports during the Joint Proposal’s transition period?

Yes. Page 3 of the Joint Proposal contains the proposed rates for each customer class
for exported energy for transition customers. Under the Joint Proposal, these rates
would be fixed for the transition period customers for 10 to 15 years. Footnote 2 on
page 3 explains that these rates were calculated at 95 percent of the current average
retail rate for each rate schedule, based on my workpapers in this filing for the
residential rate and from a data response to the OCS from the Company for the non-
residential customers.

To clarify, however, the residential workpapers used for the calculation were
based on calendar year 2015 results, which was used for the NEM analysis, not the last
general rate case. Accordingly, the starting point for the 95 percent reflects actual
results in 2015, not the rates last approved by the Commission. While the Company
used calendar year 2015 for the cost of service analysis in this filing to use the load
research data that was collected in 2015, the proposed rates were developed based on a
reconciliation to the rates approved by the Commission in the last general rate case.> A
calculation of 95 percent from the average residential energy rate (excluding customer

charge revenue) as approved by the Commission in the last general rate case would

2 See Direct Testimony of Joelle Steward, I1. 293-303.
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result in an export rate of 9.67 cents/kWh rather than 9.79 cents/lkWh shown in the Joint

Proposal.

The proposed non-residential export rates in the Joint Proposal reflect an
apparent misunderstanding as they would result in a value that far exceeds the current
value received by non-residential customers on NEM. | doubt that was the intention by
the DPU and OCS in the Joint Proposal. The OCS data request that was relied on
requested the average retail rate for each rate schedule, which, without context, the
Company interpreted as all rate schedule revenue divided by kilowatt-hours. However,
under NEM, the netting within the billing month for exported power is based on only
kilowatt-hours, so the monthly value is just the average energy rates. In other words,
the monthly netting does not include value from monthly customer and demand charges
that were reflected in the average retail rate provided in response to the OCS data
request. Currently for large non-residential customers, only exported energy that
exceeds the monthly netted kWh is priced at compensation rates in Schedule 135,
which includes three options of excess compensation rates: two options based on
avoided costs and one option for the average retail rate.® If the average retail rate were
to be provided for all exported energy from non-residential customers, not just the
exported energy that exceeds the monthly netted kWh, it would produce a windfall to
these customers. Table 1 below shows the average energy rates (i.e., revenue from
kilowatt-hour charges divided by kilowatt-hours) from the last general rate case for

each rate schedule, and what it would be at 95 percent, as contemplated in the Joint

Proposal.

3 The Company's request in this proceeding is to eliminate the option for average retail rate for large non-
residential customers on NEM. See Steward Direct Testimony, Il. 606-647.
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Table 1.

Avg. Energy Rate (cents/kwWh)
Schedule 100% 95%
Res 1,2,3 10.18 9.67
6 3.65 3.46
6A 7.19 6.83
6B 3.64 3.46
8 3.75 3.57
10 6.04 5.74
23 8.83 8.39

Do you have other recommendations related to the export credit?

Yes. | continue to recommend that the transition rate be consistent with what the
Commission has already determined for avoided cost purchases as well as the
ratemaking treatment of the export credit discussed in my rebuttal testimony.* The
proposed treatment continues to be applicable under the Joint Proposal. In short, the
Company recommends that, if the Commission approves a post-NEM transition
program and export rate, the Company be allowed to defer and recover the annual costs
of paying the export rates to customers through the Energy Balancing Account, or other
similar deferral mechanism or approach. In addition, the Company recommends that
the bill credit for the export power be applied against only the volumetric-based charges
on the customer’s bill, not the fixed customer charge or minimum bills. Lastly, I support
the Joint Proposal provision to carryover any excess bill credits into subsequent billing
periods until an annual expiration period, such as March, with expiring credits to be
donated to the low income program. This provision provides an economic incentive to

customers to right-size their facilities.

4 Steward Rebuttal Testimony, Il. 661-671, 672-691.
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What is your comment in response to the Joint Proposal provision that transition
customers “remain in their then-existing appropriate rate class?’®

While the Joint Proposal recognizes that different rate designs could be adopted by the
Commission in any future rate case,® it seemingly prohibits the ability of the
Commission to consider changes in rate classes that could impact these customers in
the future. Different rate classes could be developed for a number of reasons in the
future. Constraining the ability of the Company or any stakeholder to present evidence
that could support modifications in rate classes in the future is a constraint on the ability
of the Commission to fulfill its duties in ensuring rates are in the public interest. No
other customer type currently has this pre-determined certainty, therefore we encourage
the Commission to not pre-determine in this proceeding as to what future evidence
could support.

What are your comments on the Joint Proposal’s recommendations on pages 4
and 5 on the compensation proceeding parameters?

While the Company generally supports the parameters in the Joint Proposal, | am
concerned that the first phase is proposed to be comprised of just data collection and
take approximately one year. For one, it is not clear what data collection is necessary.
While | would not oppose a workshop or technical conference to discuss data, the
proceeding should not be delayed pending data collection. Two, the proceeding should
be initiated with discussions on methodologies for the calculation of the elements for
consideration in setting the export rate. The methodologies will determine what data

needs to be collected.

5 Joint Proposal, p. 3.

6 1d.
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Response to Rebuttal of Utah Clean Energy witness Tim Woolf

Q.

For the most part, Mr. Woolf reiterates many of the same arguments made by
UCE in direct testimony. For instance, Mr. Woolf states that demand charges are
“especially difficult for residential and small commercial and industrial customers
to manage and understand.”” How do you respond?

UCE falils to provide any evidence to support Mr. Woolf’s conclusion. While demand
charges for residential customers are not yet widespread, it is premature to argue these
customers cannot manage or understand them. As | noted in my rebuttal, there is
evidence to the contrary from a study done by the Arizona Public Service Company.2
Furthermore, UCE’s argument fails to acknowledge that customers installing private
generation are making a sophisticated choice to support their own electricity needs.
Accordingly, these customers should be able to take the next step in understanding price
signals that will encourage them to minimize costs to the utility system.

Next, Mr. Woolf reiterates UCE’s argument that there should not be a separate
class for distributed generation customers.® What is your observation on his
arguments?

He states that it “would be premature for the Commission to create a separate rate class
for distributed solar customers without first addressing these important policy
questions.”® The important policy question he identifies is whether it is “practical or
sustainable to create a new class for each new type of technology that customers install

behind the meter,” such as deep energy efficiency retrofits, electric vehicles, or

" UCE witness Tim Woolf, Rebuttal Testimony, II. 127-9.
8 Steward Rebuttal Testimony, I1. 326-32.

% Woolf Rebuttal Testimony, Il. 131-181.

01d. at 1. 178-9.
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storage.!* While | believe it is important and necessary to consider current rate
structures and potentially rate classes for evolving technology, the facts of the matter
are that (1) the Commission decision in this proceeding is narrowly related to only
NEM and the evidence in this proceeding; it is not a pre-judgment on other changes in
technology, and (2) NEM is not just a change in behind the meter technology but is a
compensation method for exporting energy. Accordingly, implications from other
changes in technology should not be a reason to delay addressing NEM now.

Mr. Woolf disagrees with the OCS that netting should be done on an hourly or
more frequent basis than monthly.*> Do you agree with his arguments?

No. Mr. Woolf cites the ability of vendors to market distributed generation as the main
problem. But this ignores that continuing as is under NEM will not develop a
sustainable path forward. The new model for distributed generation to separate export
compensation from retail rates is the appropriate path forward to properly evaluate the
service and provide more up-to-date and transparent signals on the value of exported
energy. It is better to send correct signals now that will allow for innovation and
education rather than perpetuate the current structure at an on-going cost to other
customers.

UCE agrees a new proceeding should be opened to investigate new credits for
excess generation, but proposes an alternative transition plan.** Do you agree with
UCE’s transition plan?

No. UCE’s proposal ties any changes in the export credit to general rate cases and sets

g, at 1. 174-7.
1214, at 1. 213-23.
1314, at 1. 245-8, 313-53.

Page 7 - Surrebuttal Testimony of Joelle Steward



146

147

148

149

150

151

152

153

154

155

156

157

158

159

160

161

162

163

164

165

166

167

new tranches of distributed generation customers to periods between general rate cases.
Energy purchase costs such as an export credit, however, do not need and should not
be tied to general rate cases. There is a viable market for energy and this rate should be
set and adjusted consistent with that market to ensure other customers are not harmed.
The Commission does not currently tie other must-purchase obligation rates to general
rate cases. Nonetheless, the subject of how frequently the export rate should be set and

for how long should be a subject in the next proceeding.

Response to Rebuttal of Vivint Solar witness Richard Collins

Q.

Mr. Collins argues that a rate design that has demand charges in “(j)ust one brief
period when several appliances are being used along with air conditioning will
lead to an unreasonably high electric bill” and that it “does not encourage
conservation due to the fact that the energy charge of the three part tariff is
significantly lower.”** Do you agree?

No. For one, the Company’s proposed Schedule 5 on-peak kilowatt charge is based
upon an hour interval. As shown in Exhibit RMP___ (JRS-5) to my direct testimony,
even several minutes of very high appliance usage gets averaged out over the hourly
period for a lower kilowatt reading. Certainly, it will be important for proper customer
education to accompany any inclusion of demand charges into residential customer
rates, but Mr. Collins’ exaggerations about customer bill impacts are unfounded.
Moreover, this contradicts Mr. Collins’ own concern about encouraging energy
efficiency. A demand signal encourages customers to reduce, or at least stagger their

appliance use during the peak period, which is precisely the signal that reduces costs

14 Vivint Solar witness Richard Collins Rebuttal Testimony, Il. 158-60 and 179-80.
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on the system. It is incorrect to merely look at the energy charge as the only
encouragement for conservation signals. Rates that include demand charges still
encourage energy efficiency because many conservation measures reduce both kilowatt
hour and peak kilowatt consumption. This is evidenced by the presence of substantial
demand-side management savings that are achieved by non-residential customers
despite those customers being subject to rate designs that include demand charges.*®
Mr. Collins states that “there are inequities in the current structure of residential
rates” and that the “NEM program actually provides a remedy for this subsidy.”6
Do you agree?

As | noted in my rebuttal testimony, | agree that there are problems with the current
residential rate structure.r” This present structure for residential rates in concert with
the NEM program is largely what has created the need for the Company’s filing in this
proceeding to protect non-participating customers from cost shifting. The average
monthly full requirements energy usage for a residential NEM customer is 977 kilowatt
hours per month and the average private generation produced is 534 kilowatt hours per
month or about 55 percent of full requirements usage. Residential NEM customers on
average are therefore able to exploit and exacerbate the inequities that exist in the
residential rate structure by substantially reducing their contribution towards fixed cost

recovery while still relying upon the grid to serve them.

15 gee Rocky Mountain Power's Utah Energy Efficiency and Peak Reduction Annual Report, Issued May 15,
2017 atp. 7.

16 Collins Rebuttal Testimony, Il. 348-55.

17 steward Rebuttal Testimony, Il. 170-183.
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Mr. Collins states that “as an economist, | believe that when evaluating a program
one must look at efficiency first and equity second.”*® With its statutorily obligated
evaluation of the costs and benefits of the NEM program and consequent charge,
credit, or ratemaking structure, is the Commission faced with a dilemma of
choosing between the two conflicting goals of efficiency and equity?

No. Mr. Collins seems to imply these two goals are mutually exclusive and that an
outcome that favors equity will harm efficiency and conversely one that promotes
efficiency will be inequitable. | disagree. Rates that equitably reflect costs will
encourage efficient customer behavior. It is neither efficient nor equitable to provide
bill savings to residential NEM customers at a price that artificially inflates the value

of private generation.

Response to Rebuttal of Western Resource Advocate witness Steve Michel

Q.

WRA proposes modification to the proposals of the DPU and OCS in their direct
testimonies.*® Do you agree with the proposed modifications?

Not entirely. | appreciate the creative approach and recognition by WRA that it is
appropriate and timely to move to an alternative to NEM. However, the Company has
the same concerns over the transition time periods Mr. Michel proposes as with the
Joint Proposal, as discussed by Mr. Hoogeveen and Mr. Meredith. In addition, I’'m
concerned that the banded rate credit and annual cap proposed for the transition period?
would be confusing to customers, challenging to implement, and lacking in evidence

for the adjustments in the credits. The proposal to wait until 2020 to initiate the docket

18 1d. at II. 355-65.
19 WRA witness Steve Michel, Rebuttal Testimony, Il. 48-120.
20 14, at 104-9.
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to set an export credit going forward?* also unnecessarily delays moving forward and
providing certainty to both the industry and customers.

WRA recommends that the Commission should indicate now that a separate rate
class or a demand charge for residential customers is not in the public interest to
provide some certainty to the solar market.?> How do you respond?

While | believe the record supports a finding that a separate class and rate design,
including a demand charge option, for residential NEM customers is in the public
interest, as | noted above in the response to the Joint Proposal, the Commission should
not pre-judge or preclude potential future evidence on rate design or the creation of

new rate classes. No other customer has this certainty.

Response to Rebuttal of Vote Solar witness Dr. David DeRamus

Q.

Dr. DeRamus argues that the Company’s “lost revenue attributable to other
residential load reduction programs, such as energy efficiency programs, far
exceeds the amount of lost revenue attributable to behind-the-meter generation
by residential NEM customers.”?® Even if there were a greater reduction in
revenue from demand-side management than there is for private generation, does
that mean that it would be unreasonable to charge different prices to customers
with private generation or to otherwise modify the net metering program?

No. While the overall magnitude of reduced revenue from energy efficiency may be
greater than reduced revenue from private generation, there are key differences between

the two that cause the need for changes to the NEM program in its current form,

21 1d. at 111-2.
22 1. at 118-20, 504-21.
23 \/ote Solar witness David DeRamus Rebuttal Testimony, Il. 72-75.
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particularly for residential customers. For one, NEM is not necessarily akin to energy
efficiency or conveys the same benefits. The difference with energy efficiency
programs was discussed in my direct testimony in the last phase of this proceeding,
dated July 30, 2015. In short, energy savings from efficiency measures occur at the time
that the customer would otherwise use that energy. In contrast, private generation may
or may not produce energy at the time a customer requires energy. NEM is also a
different service than demand-side management programs since NEM requires the
utility to back-up the customer generation facility and provides a vehicle for the
customer to export power to the system, which does not diminish the customer’s
reliance on the utility system. It is not the overall magnitude of reduced revenue, but
rather the incremental potential for cost shifting with each additional interconnection
that drives the need for changes in how customers with private generation are
compensated.

Dr. DeRamus discusses how he believes that the OCS’s proposal to compensate
private generation customers with a credit for exported energy that is lower than
retail rates could “encourage customers to install home battery storage systems
simply in order to effectively ‘disconnect’ from the grid.” He then describes this
as “relatively inefficient and expensive” and claims it “would only exacerbate
RMP’s challenges associated with fixed cost recovery.”?* Please comment.

Dr. DeRamus’ concerns with the potential for changes to the NEM program driving

customers to install battery systems to consume more of their private generation onsite

2414, at II. 178-99.
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ignore a couple of things. For one, while he concedes that “the further development
and deployment of residential battery storage systems to be beneficial,” he also
expresses a concern that batteries could further erode the Company’s fixed cost
recovery. However, with the current NEM paradigm that provides for netting and
banking to offset future usage, residential customers already have the ability to size
their solar installations to eliminate all usage charges during a year (i.e., be net-zero),
except for the customer charge. So customers already have the ability to provide
minimal cost recovery; batteries wouldn’t necessarily exacerbate that situation. Second,
with netting and banking, the utility is effectively acting a battery for NEM customers,
yet Dr. DeRamus fails to consider that this is a cost of the program. Batteries are
expensive, as is providing that virtual service to NEM customers, as shown in the
compliance analyses.

Dr. DeRamus argues that having an export credit that is less than retail rates
would send a perverse incentive for customers to shift their usage from off-peak
hours to the middle of the day and would encourage customers to effectively
disconnect from the grid by installing battery storage.?®> Do you agree with these
claims?

No. A central premise of the Company’s position is that customers should pay for the
service they require from the grid.?® If a customer with a solar system and a battery is
able to reliably dispatch that battery to serve household consumption, the customer
would likely impose less costs on the Company’s system than a customer with only

solar panels and no battery, therefore the rates should and do reflect this under the

25 1d. at I1. 184-204.
%6 gee Company witness Gary Hoogeveen, Rebuttal Testimony, Il. 16-18.
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Company’s proposal and would be a correct incentive. Under the Company’s proposed
rates, if a customer uses a battery to reduce all on-peak usage, those system cost savings
will accrue to the customer by avoiding all on-peak demand or energy charges.

In addition, encouraging customers to shift their consumption to when their
systems can serve is not a perverse incentive and instead, is the primary purpose of
private generation. In contrast to Dr. DeRamus’s implication, the middle of the day is
not a more costly time for the Company to serve as it is not when the peak occurs.
Exhibit RMP___ (JRS-4) from my direct testimony shows that the Company’s peaks
occur in the late afternoon/early evening during the summer and the late afternoon/early
evening and morning during the winter. Consequently, the off-peak period for the
Company’s proposed Schedule 5 rates does not include the period from 10 am until 3
pm, when rooftop solar typically operates. Proposals that encourage private generators
to use the output from their facilities during the middle of the day is an appropriate
price signal.

Does this conclude your surrebuttal testimony?

Yes.
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Q.

A.

Are you the same Robert M. Meredith who presented direct and rebuttal
testimony in this proceeding?

Yes | am.

Purpose of Surrebuttal Testimony

Q.

A

What is the purpose of your surrebuttal testimony?

In this testimony, | present calculations of the estimated cost shifting that would occur
under various proposals presented by other parties. | also respond to the rebuttal
testimonies related to the Company’s cost of service analyses of Utah Clean Energy
(“UCE”) witness Tim Woolf, Vote Solar witness Dr. David DeRamus, and Vivint Solar
witness Richard Collins. Many of the arguments made in interveners’ rebuttal
testimonies are similar to those espoused in their direct testimony. Consequently, | did
not attempt to respond to every contention concerning the Company’s cost of service
analyses that were made by interveners in rebuttal testimony. Silence on any argument

made by other parties does not imply assent on my part.

Projections of Cost Shifting from Various Proposals

Q.

Did you prepare estimates of the level of cost shifting that would occur for
different potential futures for the net metering program and the successor
program as proposed by different parties?
Yes. Exhibit RMP___ (RMM-1SR) shows the estimated 19-year present value of
revenue requirements (“PVRR”) and nominal value of cost shifting for residential net
energy metering (“NEM?”) for several proposals including the following:

(1) the status quo if no changes were made to the NEM program;

(2) the Company’s filed case as revised in rebuttal testimony;
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(3) the low end and high end of the Joint Proposal by Office of Consumer
Services (“OCS”) and Division of Public Utilities’ (“DPU”) presented in their
rebuttal testimonies;* and

(4) Western Resource Advocates’ (“WRA”) proposal presented in its rebuttal

testimony with a simplifying assumption incorporated.

The 19-year PVRR of cost shifting on Exhibit RMP___(RMM-1SR) are shown
to be $291 million, $62 million, $143 million, $178 million, and $195 million for the
status quo, the Company’s case, the low end of the Joint Proposal, the high end of the
Joint Proposal, and WRA’s proposal, respectively. In addition, Exhibit
RMP__ (RMM-1SR) shows estimated cost shifting impacts for some alternative
scenarios for context that I will describe later in my testimony.

How did you prepare these estimates?

Using the base case of Navigant’s private generation forecast that was used for the
Company’s 2017 Integrated Resource Plan (“IRP”), existing and proposed average
offset rates were multiplied by forecast private generation in each year that would be
applicable to either existing NEM customers, transition customers, or post-transition
customers to calculate annual reductions in revenue. An offset rate sufficient to achieve
no cost shifting was then multiplied by private generation and subtracted from the
reductions in revenue each year to determine annual cost shifting. For the status quo
scenario, an administrative shortfall was added to annual cost shifting by multiplying

new forecast residential private generation by the Company’s proposed $60 application

1 DPU witness Dr. Artie Powell DPU, Rebuttal Testimony, Exhibit 1.1R, and OCS witness Michele Beck, rebuttal
testimony, Attachment 1 (“Joint Proposal”).
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fee. To determine the PVRR for each scenario, the net present value of the 19-year
stream of annual cost shifting values was calculated using a discount rate of 6.57
percent.?

Why was 19 years used?

Nineteen years reflects the period of time between 2018, when the different proposals
recommend changes to the NEM program, and 2036, which is the last year of the
private generation forecast.

What simplifying assumption did you incorporate into the estimated cost shifting
from WRA'’s proposal?

In WRA’s proposal, it recommended a “soft cap” of 250 megawatts with adjustments
made to its proposed nine cent per kilowatt hour export credit rate, either up or down,
depending upon the annual adoption levels.® Considering potential uncertainty with the
year-by-year forecast of private generation, I did not think modeling these changes up
or down to the export credit rate would yield meaningful results. For my cost shifting
estimate of WRA’s proposal, |1 assumed that the full 250 megawatts of private
generation would receive a nine cent export credit rate and all additional megawatts
would be on a post-transition rate.

For context, what is the incremental cost shifting that occurs with each one cent
per kilowatt-hour change in the export credit price for transition customers?
Applying an incremental one cent more per kilowatt-hour for the export credit to the

200 megawatts for the transition program in the Joint Proposal, | calculate an increase

2 See 2017 IRP, Vol. 1 at p. 150.
3 WRA witness Steven S. Michel Rebuttal Testimony, Il. 104-9.

Page 3 - Surrebuttal Testimony of Robert M. Meredith



66

67

68

69

70

71

72

73

74

75

76

7

78

79

80

81

82

83

84

85

86

87

in cost shifting to non-NEM customers of about $1 million per year. Over a 12 to 17
year period, | estimate an incremental one cent increase in the export credit rate results
in about $15 million to $22 million more cost shifting, respectively, to hon-NEM
customers.

For additional context, please quantify the estimated cost shifting associated with
a transitional export credit at 6.7 cents per kilowatt-hour, which the DPU
supported in its direct testimony,* as well as the cost shifting that would occur for
an export credit that is at about 3.3 cents per kilowatt-hour, which is the Schedule
37 levelized avoided cost price expanded by the secondary line loss factor, at both
the low and high ends of grandfathering in the Joint Proposal.

Exhibit RMP___ (RMM-1SR) shows the estimated 19-year PVRR for these different
levels of export crediting to be $115 million, $141 million, $84 million, and $101
million for the low end of grandfathering and transition periods with a 6.7¢/kWh
transition export credit, the high end of grandfathering and transition periods with a
6.7¢/kWh transition export credit, the low end of grandfathering and transition period
with a 3.3¢/kWh transition export credit, and the high end of grandfathering and
transition period with a 3.3¢/kWh transition export credit, respectively.

What do you estimate the incremental impact to cost shifting would be if a five-
year period instead of a 10-year period for a transition period at a 6.7¢/kWh
export credit were used?

Exhibit RMP___ (RMM-1SR) shows taking the low end for the 6.7¢/kWh export credit

and shortening the term of the transition period to five years would result in an

4 DPU witness Dr. William Powell Direct Testimony, Il. 528-40.
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estimated PVRR of about $101 million, or about a 12 percent decrease in cost shifting.

Rebuttal of UCE witness Tim Woolf

Q.

Mr. Woolf claims that the Company developed a CFCOS and an ACOS, but did
not present a direct comparison of them and instead added bill credits onto the
results of the cost of service studies.® Is his assertion correct?

Not at all. Exhibit RMP__ (RMM-2) in my direct testimony and Exhibit
RMP__ (RMM-3R) in my rebuttal testimony very clearly present a direct comparison
of the results of the CFCOS and ACOS, which includes the impact of bill credits.
Exhibit RMP___ (RMM-1) in my direct testimony and Exhibit RMP___ (RMM-1R) in
my rebuttal testimony categorize the differences between both studies into costs and
benefits at the system, state, and customer class levels. Bill credits were not added
outside the models as Mr. Woolf seems to indicate. Mr. Woolf’s statement reflects a
misunderstanding of the Company’s filing.

Mr. Woolf argues that including bill credits as a cost of net metering is “contrary
to the Commission’s order that ‘The categories of costs in both studies should
generally be consistent with those PacifiCorp employs in preparing cost of service
studies for ratemaking purposes.’”® Are revenues a key component of a cost of
service study?

Yes. Revenues are a key input into a cost of service study. Bill credits associated with
the NEM program which reduce revenue clearly impact the results of a cost of service

study, as can be observed on Exhibit RMP___ (RMM-2) in my direct testimony and as

> UCE witness Tim Woolf Rebuttal Testimony, Il. 58-61.
61d. at 1. 62-64.
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updated in Exhibit RMP___(RMM-3R) in my rebuttal testimony.

Rebuttal of VVote Solar witness Dr. David DeRamus

Q.

Dr. DeRamus asserts that “RMP’s approach mistakes a reduction in its revenue
for an increase in the cost of service.”” Was this a mistake?

No. As | discussed in my rebuttal testimony?® and earlier in this testimony, a change in
revenue impacts the cost of service result for a class. In other words, if revenue is
reduced, either a greater increase or a lesser decrease will be required to bring a
customer class to full cost of service.

Do you agree with Dr. DeRamus that the Company’s data are “stale” and
therefore do not provide “a reliable factual basis on which to draw reasonable
conclusions regarding the costs and benefits?”®

No. The Company’s studies are based upon a 2015 calendar year historical period. They
are based upon a historical period to avoid any controversy that could exist with a
forecast and are the earliest period of time under which the Company had a full year’s
worth of data for its net metering load research study. The studies are based upon the
Company’s results of operations filed on April 29, 2016, and the annual cost of service
study filed on June 15, 2016. Allowing time to prepare its studies and review, the
Company made its filing on November 9, 2016. The current procedural schedule has
then brought the filing of this testimony and the hearings into August 2017, less than
two years after the completion of the historic test period. Given the complexities of the

studies necessary to comply with the framework, adequate time has been needed both

" \ote Solar witness David DeRamus Rebuttal Testimony, Il. 69-70.
8 Company witness Robert M. Meredith Rebuttal Testimony, . 67-75.
°1d. at Il. 113-14.
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for the Company to prepare its filing and for other parties to review it. With any
proceeding that entails technical information or analysis, there is always some lag in
the time period for the underlying data and the time at which a Commission can render
a decision. The only way to provide a more contemporaneous set of studies would be
to require less time for review for all parties.

Further, Dr. DeRamus provides no evidence that a more recent period would
alter the finding from the analysis prepared under the Commission’s ordered framework
that costs exceed benefits for the net metering program or would have a very different
magnitude of relative cost shifting for residential NEM. Comparing the results from the
2015 annual cost of service study filing to the 2016 annual cost of service study filing
recently made on June 15, 2017, shows that while there were some changes for the
different periods, the general pattern of increases or decreases required to bring each
class to full cost of service was the same. See Figure 1 below for a comparison of cost
of service results between these two periods.

Figure 1. Class Cost of Service Result - 2015 Compared to 2016
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Given the very modest differences between classes shown on Figure 1, | doubt
that using calendar year 2016 would yield results for the net metering program that
would be much different. Like many other parties who have a strong interest in
perpetuating the subsidization of the rooftop solar industry that benefits from retail rate
remuneration, Dr. DeRamus would like to claim any reason to delay, postpone, or
otherwise put off a determination of costs and benefits for the NEM program.

Does Dr. DeRamus have any basis for his statement that the Company’s
“conclusions regarding the costs and benefits to serve residential NEM customers
are based on unsupported conjecture, not reasoned analysis and reliable data?”"*?
No. The Company’s analyses comply with the November 2015 Order, are based upon
a substantial body of evidence, and employ methods that have been relied upon
historically for setting the Company’s retail rates, which have been found to be just and
reasonable. Dr. DeRamus provides no evidence that the Company’s calculation of costs
and benefits is unsupported conjecture. His arguments presented in both his direct and
rebuttal testimonies do not demonstrate a lack of support for the Company’s analyses,
but rather present his views for why the Commission’s framework is not his preferred

approach.

1014, at Il. 125-26.
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Dr. DeRamus concludes that the evidence for the Company’s finding that the costs
of the NEM program exceed its benefits is insufficient, “particularly given the
current low level of residential DSG penetration.””*! Would the overall magnitude
of the NEM program influence a finding of costs and benefits under the
framework ordered by the Commission in its November 2015 Order?

No. | am not sure why Dr. DeRamus would claim that the finding of costs exceeding
the benefits would be impacted by a lower level of penetration. While a smaller number
of residential NEM customers would create less overall cost shifting, | think that the
general level of cost shifting for each additional unit (customer, megawatt, or megawatt
hour) of residential NEM that interconnects would be similar under the framework

afforded by the November 2015 Order irrespective of magnitude.

Rebuttal of Vivint Solar witness Richard Collins

Q.

A

Mr. Collins references a PVRR benefit of about $400 million for higher
penetrations of distributed generation from the Company’s 2017 IRP over 20
years.*? Does this prove that the net metering program provides net benefits?

No. As | discussed in my rebuttal testimony, the IRP sensitivity cases only measure
future benefits associated with rooftop solar and do not include incremental costs such
as bill credits.

Please provide some context for the $400 million benefit that Mr. Collins
references.

The 20-year PVRR that Mr. Collins references is actually less than the benefits afforded

111d. at 1. 354-58.
12 vivint Solar witness Richard Collins Rebuttal Testimony, II. 46-50.
13 Company witness Robert M. Meredith Rebuttal Testimony, 1. 345-47.
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to net metering through the cost of service-based framework ordered by the
Commission in its November 2016 Order. Using some of the same assumptions |
presented earlier in this testimony to project cost shifting and a benefit value of $67.14
per megawatt hour developed from Exhibit RMP__ (RMM-2R) in my rebuttal
testimony, | calculate that the 20-year PVRR of total benefits excluding costs for
residential NEM would be about $459 million.

Mr. Collins argues that the Commission made a “grave error” in the November
2015 Order which included a one year test period, since “(i)f one is required to
look at only one year’s worth of costs and benefits, no dam would ever get built;
there would be no long-term investments made by businesses or anyone for that
matter.” Please comment.®

| think that Mr. Collins’s argument is misleading. He seems to imply that the benefits
included under the framework that the Commission required in the November 2015
Order are limited only to short-term costs. As | have indicated in my rebuttal
testimony,® the Company’s analyses consider lower allocations of facilities which have
long lives as a benefit of the NEM program. Further, retail rates themselves are
determined based upon a one-year test period and individuals and businesses make

significant long-term investments in energy efficiency in response to them.

14 On page 3 of Exhibit RMP___(RMM-2R), $67.14 can be calculated by taking $1,900,000 total benefit for
residential divided by 28,304 megawatt hours of private generation.

15 Vivint Solar witness Richard Collins Rebuttal Testimony, II. 87-91.

16 Company witness Robert M. Meredith Rebuttal Testimony, 1. 86-88.
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201 Q. Mr. Collins makes some recommendations for a future load study including

202 having “at least one observation per usage strata for each county,” “multiple years
203 of data,” and weather normalization.!” Please comment.

204 A While the Company is open to and may agree to implement some reasonable level of

205 additional load research data to achieve even more accurate results for a potential future
206 proceeding or phase of this proceeding, his suggestions would be best addressed as part
207 of a work group or collaborative in that future potential proceeding or phase of this
208 proceeding. In his rebuttal testimony, Mr. Collins provides no support for why multiple
209 years, weather normalization, and data for all counties are necessary.

210 Q. Does this conclude your surrebuttal testimony?

211 A. Yes.

71d. at II. 533-37.
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Rex Olsen - rolsen@ag.utah.gov

Steven Snarr — stevensnarr@ag.utah.gov

Summit County
David L. Thomas - dthomas@summitcounty.org

Western Resource Advocates

Jennifer Gardner - jennifer.gardner@westernresources.org
Nancy Kelly - nkelly@westernresources.org

Penny Anderson - penny.anderson@westernresources.org

Energy Freedom Coalition of America

Bruce M. Plenk - solarlawyeraz@gmail.com

Thadeus B. Culley - tculley@kfwlaw.com

James M. Van Nostrand - jvannostrand@kfwlaw.com

HEAL Utah
Michael Shea - michael@healutah.org

Auric Solar, LLC
Elias Bishop - Elias.bishop@auricsolar.com

Salt Lake County
Donald H. Hansen - dhansen@slco.org
Jennifer Bailey - jenbailey@slco.org

Sunrun, Inc.

Bruce M. Plenk - solarlawyeraz@gmail.com

Thadeus B. Culley - tculley@kfwlaw.com

James M. Van Nostrand - jvannostrand@kfwlaw.com
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Park City Municipal Corporation
Luke Cartin - Luke.Cartin@parkcity.org
Thomas A. Daley - tdaley@parkcity.org

Vote Solar
Rick Gilliam - rick@votesolar.org

Legend Ventures, LLC (dba Legend Solar, LLC)
Nathan K. Fisher - nathanf@fisherhunterlaw.com

Intermountain Wind and Solar, LLC

Brian W. Burnett. Esg. - bburnett@kmclaw.com
Dale Crawford - dale@imwindandsolar.com

Doug Shipley - doug@imwindandsolar.com

Mark Allred - mark@imwindandsolar.com

Mark Richards - markrichards@imwindandsolar.com
Doug Vause - dougvause@imwindandsolar.com

Vivant Solar
Stephen F. Mecham - sfmecham@gmail.com

Utah Solar Energy Association
Elias Bishop - ebishop@utsolar.org
Chad Hofheins - chad@synergypowerpv.com

Interstate Renewable Energy Council, Inc.
Sara Baldwin Auck - sarab@irecusa.org

UCARE
Michael D. Rossetti - mike rossetti@ucare.us.org
Stanley T. Holmes - stholmes3@xmission.com

Energy Strategies
Kevin Higgins - khiggins@energystrat.com
Neal Townsend - ntownsend@energystrat.com

Hatch James & Dodge
Gary A. Dodge - gdodge@hjdlaw.com

Salt Lake City Corporation
Tyler Poulson - tyler.poulson@slcgov.com

Sierra Club

Casey Roberts - casey.roberts@sierraclub.org
Travis Ritchie - travis.ritchie@sierraclub.org

Derek Nelson - derek.nelson@sierraclub.org




Utah Clean Energy

Sophie Hayes - sophie@utahcleanenergy.org
Sarah Wright - sarah@utahcleanenergy.org
Kate Bowman - kate@utahcleanenergy.org

Ballard Spahr
William J. Evans - bevans@parsonsbehle.com
Vicki M. Baldwin - vbaldwin@parsonsbehle.com

Parsons Behle & Latimer
William J. Evans - bevans@parsonsbehle.com
Vicki M. Baldwin - vbaldwin@parsonsbehle.com

Brickfield, Burchette, Ritts & Stone, P.C.
Peter J. Mattheis - pjm@bbrslaw.com
Eric J. Lacey - elacey@bbrslaw.com

Boehm, Kurtz & Lowry
Kurt J. Boehm, Esq. - kboehm@BKLlawfirm.com
Jody Kyler Cohn, Esq. - Jkylercohn@BKLIlawfirm.com

USAF Utility Law Field Support Center
Capt. Thomas A. Jernigan - Thomas.jernigan@us.af.mil

Mrs. Karen White - Karen.white.13@us.af.mil

Interstate Renewable Energy Council, Inc.
Sara Baldwin Auck - sarab@irecusa.org

Parsons Kinghorn Harris, P.C.
Jeremy R. Cook - jrc@pkhlawyers.com

E-Quant Consulting LLC
Robert Swenson - Roger.swenson@prodigy.net

Keyes, Fox & Wiedman LLP
David Wooley - Dwooley@kfwlaw.com

IBEW Local 57
Arthur F. Sandack, Esq - asandack@msn.com

Callister Nebeker & McCullough
Brian W. Burnett, Esg. - brianburnett@cnmlaw.com

J. Kennedy & Associates
Stephen J. Baron - Sbaron@jkenn.com




Greeenberg Traurig

Meshach Y. Rhoades, Esq. - rhoadesm@gtlaw.com
Wal-mart Stores

Steve W. Chriss - Stephen.chriss@wal-mart.com

SW Energy Efficiency Project
Christine Brinker - chrinker@swenergy.org

PacifiCorp, dba Rocky Mountain Power

Data Request Response Center - datarequest@pacificorp.com
Bob Lively - bob.lively@pacificorp.com

Yvonne Hogle - yvonne.hogle@pacificorp.com

Daniel Solander - daniel.solander@pacificorp.com

D. Matthew Moscon - dmmoscon@stoel.com

Katie Savarin
Coordinator, Regulatory Operations
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