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provided a $300 rebate on the purchase of a qualified fuel generator; a $100 rebate on the
acquisition of a portable power station. GAP has induced the acquisition of more than 2, 000 fuel
generators and in excess of 70 portable power stations * In addition to immediately contributing
to polluting air emissions, the RAP program embeds premature obsolescence mto SDG&E’s and
its customers’ energy management protocols, at no small cost.

These ratepayer-subsidized fossil-fueled distributed generators are in addition to the 3,364
BUGs permutted in San Diego County Air Pollution Control District’s (SDCAPCD) service
ternitory, which have a total electricity production capacity of more than one gigawatt (GW). The
collective generating size of permitted BUGs alone, excluding the RAP program, 1s about one-

quarter the size of SDG&E’s total peak demand 37

Q: What are the characteristics of BUGs in the SDG&E service territory?
Roughly 85 percent of the BUGs are diesel-powered, with an average capacity of 356
kilowatts (kW) as shown in Figure SBUA-5. Figure SBUA-6 shows that the next most popular

fuel 1s natural gas — seven percent of the portfolio, with an average size of 121 kW — followed by

propane; 4 percent of the population, averaging 77 kW.

3¢ Data Request Number SBUA-SDGE-001, 11/21/2022.
37 Federal Energy Regulatory Commission Form 1.4
27
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Figure SBUA-5

Average Capacity of Gensets by Fuel
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Figure SBUA-6

Genset Population by Fuel

2,874, 85%

1 Diesel = Propane = Natural Gas = LPG » Gasoline = Unknown

Over the past year the genset portfolio in the District has collectively operated for more

than 31,000 hours, generating more than 10 GW/hours of electricity and in excess of 8 400 tons of

28



carbon dioxide (CO,).*%** Most BUGS run on average just 13 hours per year, an indication of how
they might be redeployed as part of a more intentional, cost-effective, micrognd strategy.

The maps below show where BUGs are located m SDCAPCD’s service territory in
relationship to CalEnviroScreen, a mapping tool that identifies commumities that are most affected
by multiple pollution sources and where people are often especially vulnerable to pollution's

effects. As indicated in the maps, BUGs are often sited in disadvantaged communities.

3% Operating and emissions estimates should be considered lower bounds. Operating hours were
not reported for about 25 percent of the gensets mncluded in the data provided by the District in response
to a public records request. Recorded hours appear to be metered actuals accordmg to the District. which
stated that, "If there 15 no reading, then there were no new readings during inspections for that time period
of proper records were not mamtained by the facility. Readings are done at any mspections completed by
our Compliance team."

3 The California Air Resources Board maintains genset emission estimates; matching these data
with field conditions and generator types can be challenging. An alternative estimation approach would
rely on Air Pollutant 42 averages, which would require genset performance assumptions and may be less
accurate.
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Figure SBUA-7
San Diego County Air Pollution Control District Back-up Generators
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Figure SBUA-8
San Diego County Air Pollution Control District Back-up Generators — San Diego
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Figure SBUA-9
San Diego County Air Pollution Control District Back-up Generators — University City
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Although existing BUGs should be repurposed to provide greater resiliency benefits, as
discussed below, SBUA recommends that SDG&E replace its RAP program for commercial class
customers with a more environmentally benign resihency strategy that relies on deployment of
storage devices, including vehicle-to-prid technologies. That is, rebates should be offered to

different size batteries and support necessary electric panel upgrades as backup resources.

Q: How can the use of microgrids and BUGs be integrated to improve the environment
and lower rates?

SDG&E should collaborate with SDCAPCD to develop a strategy to inttially leverage
existing BUGS as reliability assets, by explicitly accounting for them as part of reliability planning
and identifying ways in which their excess capacity can be used to socialize resiliency. By the end
of this decade deployment of fossil fuel BUGs should be discouraged by the availabihty of and
Commussion support for solar, storage, and other measures. As part of this strategy a pilot program
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onented towards small commercial customers should be developed that leverages existing BUGs
m service of implementing microgrids as a reliability, distribution-deferral, and wildfire nutigation
strategy.
VIII. CUSTOMER SERVICE EXPENDITURES
Q: Is SoCalGas’ request for increased customer service call expenditures justified?
Southern Califorma Gas Company (SoCalGas) requests notable funding increases for
customer support and associated services based on a handful of buzzwords and unsubstantiated
workload forecasts. For example, the utility states that it 1s requesting additional budget to better
serve “A diverse customer base with evolving expectations regarding their available options to
contact SoCalGas. " In a data request (DR) SBUA asked,
Please explain how expectations are evolving, and what SoCalGas is doing to address
new expectations.. How does a diverse customer base newly influence operations? Is
customer diversity increasing?
SoCalGas’ response was,
As customer interaction preferences evolve, SoCalGas is implementing new ways fo meet
evolving customer preferences and expectations. For example: Billing delivery is offered
via mail or electronically. Payment can be made electronically, and customers can

interact via live person or Interactive Voice Recognition channel.!!

4 Bernardita M. Sides, BMS-1v, bullet one.

1 Data Request Number: SBUA-SOCALGAS-002 Proceeding Name: A2205015_016 -
SoCalGas and SDGE 2024 GRC Publish To: Small Business Utility Advocates Date Recerved: 10/6/2022
Date Responded: 10/19/2022.
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Electronic bill paying has been available to customers in most industries for at least 20
years_** while voice technology has existing for more than thrice that long ** Artificial Intelligence
(AT) 1s fast overtaking basic Interactive Recogmtion channels. These are hardly “new ways to
meet evolving customer preferences and expectations,” nor have they emerged as a response to
mcreasing customer diversity.

SoCalGas® use of these approaches 1s neither mnovative, nor should it merit a budget
mcrease. In addition, at least i the case of commercial class customers, the utility can offer no
evidence that ratepayers consider this service to be an improvement:

SoCalGas has no specific supporting information from research or surveys with

SoCalGas s small/medium business customers that view Conversational Interactive Voice

Recognition as an improvement.*

Likewise, as indicated i Figures SBUA-10 and SBUA-11, SoCalGas deploys forecasts for
which there appears to be little empirical basis to attempt to support program budgets, and

associated requested increases *’ For example, both recorded volume of emergency calls and safety

* Lawrence J. Radecki and John Wenninger, “Paying Electronic Bills Electronically,” Current
Issues in Economics and Finance, Federal Reserve Bank of New York, 5:1.

https:/www newvorkfed org/medialibrary/media/research/current issues/ci5-1.pdf January 1999.
* gamantha Silver, “A History of Voice Technology.” Key Lime Interactive,
hitps://info kevlimeinteractive com/history-of-voice-technology, August 21, 2020.

* Data Request Number: SBUA-SOCALGAS-002 Proceeding Name: A2205015 016 -
SoCalGas and SDGE 2024 GRC Publish To: Small Business Utility Advocates Date Received:
10/27/2022 Date Responded: 11/4/2022.

¥ “Proceeding Name: A2205015_016 - SoCalGas and SDGE 2024 GRC Publish To: Small
Business Utility Advocates Date Recetved: 10/6/2022 Date Responded: 10/19/2022.7

33




1  related orders have steeply declined over the past several years. Yet for both services SoCalGas

2 predicts a “dead cat bounce” to higher demand levels.

3 Figure SBUA-10

SoCal Gas Recorded and Forecasted
Volume of Emergency Calls (2017-2024)
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5 Figure SBUA-11
SoCalGas Recorded and Forecasted
Volume of Safety Related Orders (2017-2024)
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SoCalGas has offered imnsufficient evidence that its requests for increases for customer
support and associated services are menited. Instead, a budget decrease in these elements 1s mented

based on improvements the utility has apparently made in addressing the cause of emergency calls

and safety-related orders.

Q: Is SDG&E’s request for increased customer service call expenditures justified?
Although more reasonable for the residential class, SDG&E sumlarly projects a rosy
scenario for increases in business customer call volume, as indicated in Table SBUA-5 below_*
Service calls by business customers show a distinct downward trend for 2018-2021.*' No reason
15 provided for why this trend 1s expected to suddenly reverse, just as is the case for the forecasts
of emergency calls and safety orders. Seemungly, SDG&E 1s assuming that its customer experience
will degrade in the near future and the solution 1s to provide more service call support rather than

addressing the underlying causes for these unexplained reversals.

Table SBUA-5
SDGE&E ESS Historical Call Volume by Residential and Business
Customer Class (2018 — 2024)

Year Total ESS Calis Residential Business
2018 1,504,660 1,380,904 123,756
2019 1,587,054 1,469,714 117,340
2020 1,521,589 1,432,788 88,801
2021 1,450,943 1,370,835 80,108
2022 (FCT) 1,462,995 841,223 61,568
2023 (FCT) 1,476,577 1,376,998 103,360
2024 (FCT) 1,491,247 1,386,860 104,387

6 rd

*! The call volumes in 2022 for residential and business do not match the overall total and do not
fit with the trends for the other years.
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The Company’s own data does not support provision of additional funds in the manner it
requests. In this context, and as bolstered by the previously discussed need to rationalize
underlying budgeting processes, SBUA recommends that any additional funds be spent collecting
and analyzing customer satisfaction and needs data, specifically small busmess clients, to identify
and determine ways to properly address service gaps. In general, SBUA proposes that future
customer service budgets (for small businesses) be based on these types of data, much of which
can be gathered as part of customer interactions, with supplemental surveys conducted as needed.
The data collected should focus on how best to connect available programs and information to

small business customers to enable them to better manage their utility bills.

IX. CONCLUSION

Based on the analyses contained herein, SBUA recommends that the Commuission adopt the
following findings in this proceeding:
1. Require the utilities to adopt and consistently implement no more than two budgeting
approaches, one bemng zero-based, in all future applications.
2. Requure the utilities to propose and apply an affordability benchmark for small commercial

class customers in their next GRC.

3. Requure the utilities to fully evaluate deployment of micrognds to cost effectively displace
portions of the distribution gnid that are at-risk to wildfires, improve local rehability, and
replace natural gas lines while reducing GHG emussions before Commuission authorization
of undergrounding or other gnd hardening approaches. SDG&E should be demed

authorization of any of its undergrounding costs for 2024 and beyond until it presents a
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transparent, complete assessment of the options for mitigating wildfire risk in these HFTDs

that includes more extensive use of microgrids.

. Redirect proposed additional funds for customer service and safety calls to properly assess

and budget for small busimess customer service needs.

- Requure the utilities to propose a zero-emission rebate program for backup power, which

could be incorporated in vehicle integration or other appropriate rates.

. Require the utilities to propose a plan to incorporate existing fossil fuel BUGs mto their

reliability planning, mcluding developing a short-term plan to leverage them to provide
societal benefits, and long-term plan to replace them with zero-emussion resources,

mcluding a pilot program that focuses on small commercial customers.
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ATTACHMENT A

Statement of Qualifications: Richard McCann, Ph.D. & Steven J. Moss, MPP



1roLicy anaLysis DR. RicHARD McCANN

FOR THE B
PUBLIC AND PRIVATE 426 12™ Street
SECTORS Davis, California 95616

530.757.6363
McCann@MCubed-Econ.Com

M.CUBED

Professional Experience

M.Cubed, Partner, 1993-2008, 2014-present

Aspen Environmental Group, Senior Associate, 2008-2013

Foster Assuciatesfﬂpectrum Economics/QED Research, Senior Economist, 1986-1992
Dames & Moore, Economist, 1985-1986

Academic Background

PhD, Agricultural and Resource Economics, University of California, Berkeley, 1998
MS, Agricultural and Resource Economics, University of California, Berkeley, 1990
MPP, Institute of Public Policy Studies, University of Michigan, 1986

BS, Political Economy of Natural Resources, University of California, Berkeley, 1981

Dr. McCann specializes in environmental and energy resource economics and policy. He has testified
before and prepared reports on behalf of numerous federal, state and local regulatory agencies on energy,
air quality, and water supply and quality issues.

Selected Projects

= Agricultural Rate Setting Testimony, Agricultural Energy Consumers Association (1992-present).
Testified about agricultural economic issues related to energy use, linkage to California water man-
agement policy, and utility rates in numerous proceedings at the California Public Utilities Commission
{CPUC), California Energy Commission, and California State Legislature.

m  Utilities Cost of Capital Testimony, Environmental Defense Fund (2019-present). Testified at the
California Public Utilities Commission in the four 2020 Cost of Capital applications and the 2022
Accelerated Cost of Capital Applications.

= Regulatory Analysis and Support, Joint Community Choice Aggregators (2018-present). Testified at
the CPUC (CPUC) in Pacific Gas and Electric’s (PG&E) rate proceedings on the power charge
indifference adjustment (PCIA) “exit” fee and other issues. Provides regulatory support. The Joint
CCAs include Sonoma Clean Power, East Bay Community Energy, Peninsula Clean Energy, Pioneer
Community Energy, Monterey Bay Community Power, Silicon Valley Clean Energy, and Marin Clean

Energy.

m  Regulatory Analysis and Support, Sonoma Clean Power (2016-present). Testified at the CPUC [CPUC)
in Pacific Gas and Electric's (PG&E) rate proceedings on the power charge indifference adjustment
(PCIA) "exit” fee and other issues.

m  Master-Metered Utility Systems Transfer Program, Western Manufactured Housing Communities
Association (2003-present). Prepared petition that opened a rulemaking to facilitate transfer of
master-metered utility systems to serving utilities and testified in that proceeding. Testified before
the State Legislature on proposed legislation.

m  Master-Meter Rate Setting Testimony and Regulatory Support, Western Manufactured Housing
Communities Association (1998-present). Testified in Pacific Gas and Electric Co., Southern California
Edison Co., Southern California Gas Co. and 5an Diego Gas and Electric Co. rate proceedings on
establishing “master-meter/submeter credits” provided to private mobile home park utility systems.
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Testimony on Southern California Edison 2018 General Rate Case, Small Business Utility Advocates.
(2018-2019). Testified on proposed distribution system spending plan in SCE’'s GRC application.

Net Energy Metering Rate Setting for Kentucky Power, Kentucky Solar Energy Industry Association
(2021). Testified before the Kentucky Public Service Commission on the appropriate principles for
setting net energy metering rates.

Regulatory Analysis and Support, California Community Choice Aggregators (2018-2019). Testified
at the CPUC (CPUC) in CPUC rulemakings on the power charge indifference adjustment (PCIA) “exit”
fee and resource adequacy requirements.

Regulatory Analysis and Support, CalChoice [2017-2019). Testified at the CPUC (CPUC) in Southern
California Edison’s (SCE) rate proceedings on the power charge indifference adjustment [PCIA) "exit”
fee and other issues.

Testimony on Protecting Solar Project Investment by Customers, County of Santa Clara (2017-2019).
Testified at the CPUC (CPUC) in Pacific Gas and Electric’s (PG&E) rate proceedings on the RES-BCT tariff
provided to public agencies using renewable generation to supply their own accounts. The testimony
addressed the appropriate rate structures for these projects in the context of state policy.

Electricity Research & Development Strategic Plan and Roadmap for Sacramento Municipal Utility
District (2015-2016). Reviewed SMUD’'s ERD Strategic Plan to reflect the changing electric utility
environment.

Aggregating Agricultural Accounts to Facilitate Load Management, Agricultural Energy Consumers
Association (2012-2017). Analyzed load and billing data from pilot programs to assess the potential
load reductions in the PG&E and SCE service area if agricultural customers were given the on-line tools
and the rate incentives to manage all of their individual loads as aggregated sets of loads.

Davis Community Choice Advisory Committee, City of Davis (2014). Served on City-appointed
committee to assess options for creating a community choice aggregation utility for the City or Yolo
County.

Community Solar Gardens Testimony, Sierra Club (2014). Testified in Pacific Gas and Electric and
Southern California Edison Green Tariff applications on changes needed to encourage the
development of neighborhood and community-scale renewable distributed generation by allowing
direct contracting and removing unnecessary transaction costs.

Time of Use Rates in California Residential Rates Rulemaking, Environmental Defense Fund (2013-
2014). Modeled how increased penetration of TOU rates in the residential sector for all three investor-
owned utilities would reduce peak and energy demand, reduce residential bills, and reduce utility
costs.

Southern California Edison v. State of Nevada Department of Taxation, Nevada Attorney General’s
Office {2013-2014). Testified on whether the sales tax imposed on coal delivered to SCE's Mohave
Generating Station created a competitive disadvantage for SCE in the Western power market during
the 1998-2000 period.

Alternative Generation Technology Assessment, California Energy Commission (2001-2014). Devel-
oped and maintained the Cost of Generation Model, spreadsheet-based tool used by the CEC to pro-
duce generation cost estimates for the Integrated Energy Policy Report (IEPR).

Time of Use Rates in Consolidated Edison Rate Case, Environmental Defense Fund {2013). Modeled
how increased penetration of TOU rates in the residential sector for Consolidated Edison serving the
MNew York City metropolitan area would reduce peak and energy demand, reduce residential bills, and
reduce utility costs.
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®  Analytic Support for Long Term Procurement Plan OIR, CPUC Energy Division (2011-2012). Reviewed
California Independent System Operator (CAISO) and three utilities’ resource acquisition plans out to
2020.

= Reliability and Environmental Regulatory Tradeoffs in the LA Basin, California Energy Commission
(2009). Developed analytic tool in Analytica to assess local capacity requirements (LCR) in the CAISO
and LADWP control areas for the 2009-2015 period, and how air and water quality regulations impact
the ability to meet the LCR.

m  Analytic Support for Klamath Project FERC Relicensing Case, California Energy Commission (2005-
2007). Prepared economic analysis comparing potential costs and benefits of proposed relicensing
conditions and decommissioning scenarios for a consortium of government agencies.

®  US v. Reliant Resources CR04-125, US Attorney (2005-2007). Testified in a wire fraud case as to the
air quality regulatory constraints that Reliant may have faced when scheduling and operating its power
generation facilities June 20 to June 23, 2000.

m  Agricultural Engine Conversion Program, Agricultural Energy Consumers Association (2005). Testi-
fied before the CPUC on program to convert agricultural diesel engines to electricity. The adopted
program led to the conversion of 2,000 pumps in the San Joaguin Valley. (A.04-11-007 and A.04-11-
008)

m Statewide Pricing Pilot, Track B Analysis, CPUC (2003-2005). Developed experimental program to
examine whether providing educational “treatments” communicated through a community-based
organization in an environmentally-impacted neighborhood enhanced responses to critical peak
pricing among residential energy users.

= Environmental Performance Report Hydropower Relicensing Cost Evaluation, California Energy Com-
mission (2003). Developed estimates of lost value and incurred costs for California hydropower
facilities subject to relicensing.

m California Electricity Anti-trust Actions, California Office of the Attorney General (2002-2004). Con-
sulted on developing anti-trust cases and actions against merchant power generators as a result of
the California 2000-2001 energy crisis.

m  FERC California Refund Case Testimony, California Electricity Oversight Board {2001-2003). Testified
before the Federal Energy Regulatory Commission on electricity price refund issues related to air emis-
sion and environmental permit costs, and effects on power plant operations from environmental
regulations.

®  PG&E Hydro Divestiture EIR, CPUC (2000). Evaluated the environmental impacts from divesting
hydropower facilities and related lands by Pacific Gas and Electric Company

=  Thermal Power Plant Divestitures Environmental Assessments, CPUC (1997-1998). Evaluated the
environmental impacts of the generating plant divestiture by Pacific Gas and Electric, Southern
California Edison, and San Diego Gas and Electric Companies.

m  Gas Pipeline Need Assessment, South Coast Air Quality Management District (1989). Prepared
analysis and testimony presented to the CPUC on the need for additional interstate natural gas
pipeline capacity to implement the Liquid and Solid Fuel Phase-out Policy for the South Coast Air
Quality Management District. Developed a probabilistic gas shortage model based on weather and
hydrological conditions, using results from the Elfin electric generation simulation model.

m  Rancho Seco NGS Evaluation, Sacramento Municipal Utility District (1988). Independently reviewed
resource planning alternatives and recommended action on Rancho Seco NGS operations, for SMUD
QUEST Team:.
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QF Avoided Cost Rates, Oklahoma Corporation Commission Staff (1989). Testified on Oklahoma Gas
and Electric avoided-cost methodology and made projections for payments to cogeneration facilities
using the PROMOD production-cost model. Testified for the OCC 5taff, in Cause No. PUD 000600 and
Cause No. PUD 000345,

QF Development Forecast, Sacramento Municipal Utility District (1988). |dentified and assessed the
viability of qualifying facilities (QF) projects in PG&E's service territory — particularly in the San Joaquin
Valley — through database searches and telephone survey.

Plant Closure Testimony, Cook County State's Attorney (1988). Testified on savings from closure of
coal-fired plants, based on Elfin production-cost model runs, before the lllinois Commerce Commission.

QF Siting Certification Cases, Sun Oil/Mission Energy {1987), Signal Energy (1988), Luz Engineering
(1988). Prepared testimony on need-for-power in Southern California Edison and San Diego Gas and
Electric, for three qualifying facility project siting applicants at the CEC.

QF Siting Certification Cases, IBM (1985}, Arco Refining (1986), Mobil Oil (1986). Prepared testimony
on need-for-power in Southern California Edison and Pacific Gas and Electric, for three qualifying
facility project siting applicants at the CEC.

Manufactured Housing Communities Utility Issues

Skills: Master-Metered Utilities Rate Design and Analysis, Rent Control Proceedings Testimony

Professional Affiliations

American Agricultural Economics Association
Association of Environmental and Resource Economists
American Economics Association

Civic Activities

City of Davis 2020 Environmental Recognition Award

Member, City of Davis Natural Resources Commission

Former member, City of Davis Utilities Rates Advisory Commission

Former member, City of Davis Community Choice Energy Advisory Committee

Co-Chair, City of Davis / Cool Davis Georgetown University Energy Prize Implementation Task Force
Member, Western Manufactured Housing Communities Association Utilities Task Force

Former Member, City of Davis Citizens Electricity Restructuring Task Force

Former Member, Yolo County Housing Commission
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Mr. Moss specializes in environmental and energy resource economics, public policy analysis, and
strategic advocacy. He's analyzed many different aspects of energy utility operations, and has developed
and implemented a range of distributed energy resource programs (DER) in the context of research and
development pilots. He worked with the California Energy Commission (CEC) to examine the distribution-
level impacts of DER measures and launched the first demand-response aggregation pool in California
oriented towards small enterprises. He led efforts on behalf of Agahozo Shalom Youth Village to develop
what for a time was the largest solar photovoltaic facility in East Africa, and is engaged in
sustainable/affordable housing development in Rwanda. He’s actively participated in a number of
California regulatory proceedings that focus on tariff development, distribution resource planning, and
integrated demand side management, among other topics. He's worked in India, Niger, Rwanda, and
Senegal.

Professional Experience

M.Cubed, Partner, 1993-present

Publisher, The Potrero View, 2006-present.

See Far Housing, Director, 2017-present.

San Francisco Community Power, Director, 2001-2014

San Francisco State University, Adjunct Lecturer, 1997-2010

Office of Technical Assistance, U.5. Treasury Department, Budget Advisor, 1997-1998; 2006-2008
Foster Assnciateﬂﬂpectrum Economics/QED Research, Senior Economist, 1988-1992

U.S. Congress, Committee Staff, 1987

U.S. Office of Management and Budget, 1985-1986

Academic Background

M.P.P., Institute of Public Policy Studies, University of Michigan, 1985
B.S., Conservation of Matural Resources, University of California, Berkeley, 1982

Selected Projects

Skills: Distributed Energy Resources Regulotory Analysis, Marketing, Valuation and Siting, including
Renewables and Demand Response; Rates Analysis, Tariff Development and Revenue Allocation;
Technology Cost Assessment; Regional Economic Analysis; Strategic Advising.

m local Government Energy Sustainability Coalition (2019 to present). Monitored CEC and
California Public Utilities Commission proceedings; provided monthly regulatory updates; and
intervened in dockets associated with energy management issues.

m  Energy Regulatory Proceedings, Environmental Defense Fund (2012-2019). Testified on how to
catalyze greater DER penetration, particularly load-modifying resources, with an emphasis on tariff-
and geographic-specific approaches. Examined methods to create distribution-level DER markets.

m Pacific Gas and Electric Company (PG&E) General Rate Case (GRC) Intervention, Santa Clara County
{2017-2018). Led successful regulatory strategy to secure “grandfathered” rates for the Renewable
Energy Self-Generation Bill Transfer program in PG&E's GRC Phase 2 proceeding.
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m Time Variant Rates, New York and California, Environmental Defense Fund (2013-2015). Examined
proposed time variant rates as part of regulatory processes in California and New York. Modeled how
increased penetration of time of use rates in the residential sector for Consolidated Edison serving
the New York City metropolitan area would reduce peak and energy demand, lower residential bills,
and reduce utility costs.

m Distributed Generation, Ignite (2015). Helped identify financing for “solar suitcase” enterprise in
Rwanda.

m  Agricultural Rate Setting Testimony, Agricultural Energy Consumers Association (1992-present).
Testified about agricultural economic issues related to energy use, linkage to California water man-
agement policy, and utility rates in numerous proceedings at the California Public Utilities Commis-
sion, California Energy Commission, and California State Legislature.

m  Aggregating Agricultural Accounts to Facilitate Load Management, Agricultural Energy Consumers
Association (2012-2017). Analyzed load and billing data from nine farms with 368 accounts to assess
the potential load reductions in the PG&E service area if agricultural customers were given the online
tools and rate incentives to manage all of their individual loads as aggregated sets of loads. Continued
with similar analysis in Southern California Edison’s service territory, also based on nine farms, with
an emphasis on examining the implications of greater electricity demand triggered by water scarcity.

m  Native American Energy and Water Issues, Round Valley, Ohkay Owinga and Ute Mountain Tribes (2014-
present). Examined economic viability of a small hydro-electric facility. Investigated viable energy projects,
including renewables, as part of a water rights claim process.

m  Solar Facility, Agahozo-Shalom-Youth Village (2012-2014). Helped develop an 8.5 megawatt solar
array in Rwanda, the largest photovoltaic facility in East Africa.

m  Economic Implications of Water Scarcity, California Water Foundation [2012). Examined the
economic and fiscal implications of water scarcity on a number of state regions and industry sectors.

m Residential Customer Segmentation, California Institute for Energy and the Environment (2010).
Examined best practices related to market segmentation to vend energy efficiency programs.

m  Equity Issues Associated with Greenhouse Gas Cap and Trade Programs, Environmental Defense
Fund, {2008-2010). Analyzed potential means to engage low income communities and small
businesses in greenhouse gas reduction activities, including an examination of financing approaches.

m Demand Response Regulatory Proceedings, San Francisco Community Power (2004-2008).
Examined issues associated with the structure of and cost related to various DR programs. Testified
in proceedings on establishing DR programs catering to low-income communities and small businesses.

m  Renewable Energy Siting, San Francisco Community Power (2001-2005). Helped households and
small businesses site renewable facilities, taking advantage of local, state, and federal incentives.
Assisted in the development of a 36 kilowatt solar array at an animal boarding facility, for a time the
largest renewable project in San Francisco.

m Distributed Energy Resources Distribution Feeder Research, California Energy Commission (2005-
2008). Developed and implemented a series of DER measures along two feeder lines in San Francisco,
and examined the resulting implications to customers, the utility system, and the environment.

m  Economic Impacts of Assembly Bill 32, Environmental Defense Fund (2008). Estimated the economic
benefits of California’s pioneering cap and trade legislation, including potential impacts on
technological innovation.

m  Power Plant Closures, San Francisco Community Power, (2001-2008). |dentified, developed, and
implemented a series of strategies to close two power plants in San Francisco, including engaging
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community members and merchants in deploying conservation, efficiency, and load-shifting
measures, and analyzing transmission alternatives.

Agricultural Engine Conversion Program, Agricultural Energy Consumers Association (2005). Testi-
fied before the CPUC on program to convert agricultural diesel engines to electricity.

Statewide Pricing Pilot, Track B Analysis, California Public Utilities Commission (2003-2005). Devel-
oped experimental program to examine whether providing educational “treatments” communicated
through a community-based organization in an environmentally-impacted neighborhood enhanced
responses to critical peak pricing among residential energy users.

Economic and Fiscal Implications of Affordable Housing, Silicon Valley Citizens for Affordable
Housing (2004). Examined the socio-economic benefits associated with access to affordable housing
in Silicon Valley.

National Economic Impacts of the Child Care Sector, Mational Child Care Association (2002).
Estimated the economic benefits, including associated with increased productivity, of child care
services.

Agricultural Electricity Rates Report, California Energy Commission (2001). Studied how electricity
rates in California impact agricultural energy costs given restructuring. This included a comparison
with rates in neighboring states. Developed a broad range of policy proposals to improve agricultural

energy management and to lower energy costs.

Professional Affiliations

Board member, Agahozo Shalom Youth Village (2010-2017)

Board member, Ignite (2014-2017)

Member, Equal Opportunity Council of San Francisco (2010-2011)

Candidate, San Francisco Board of Supervisors, District 10 (2010)

Member, Bay Area Air Quality Management District Community Air Risk Evaluation (2008-2010)
Member, California Energy Commission Public Interest Energy Research Distribution Program
Committee (2008-2009)

Supervisor's Appointee, Power Plant Task Force (2002-2011)

Governor's Appointee, California Inspection and Maintenance Review Committee (1997-2001)

Awards

Fulbright Indo-American Environmental Leadership Fellow (2004)
Salzberg Seminar Fellow (2001)

Kellogg National Leadership Fellow (2000)

Presidential Management Intern, (1985-1987)

Lyndon B. Johnson Congressional Scholar (1981)

References

Jamie Fine, Senior Economist, Environmental Defense Fund, 415.293.6060, jfine@edf.org.

Irene Moosen, Solo Practitioner in legal, regulatory, strategic planning, and public policy analysis,
415.407.4781, irene@igc.org.

Scott Williams, Partner, Berkey Williams LLP, 510.548.7070, swilliams@berkeywilliams.com.
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on behalf of the Washington Solar Energy Industries Association

December 1, 2023

M.Cubed, founded in 1993, provides economic and public policy consulting services to public and private
sector clients. Practice areas include water energy utility resource planning, ratemaking, water and
resource use efficiency, conservation measures, project impact analysis, natural resource allocation
policies, and environmental plan preparation and review. Dr. McCann has testified over 50 times on
electricity, air quality, water supply and other regulatory and planning matters.

PREFACE

These comments address the draft report prepared by E3 Consulting on behalf of a consortium of
Washington electric utilities to evaluate the State’s net energy metering (NEM) program for customer-
generators. M.Cubed has prepared these remarks on behalf of the Washington State Energy Industries
(WASEIA).

There are significant flaws in the report’s methodology and technical execution. The study’s findings are
not sufficiently substantiated, and often draw conclusions beyond both the scope and analysis of the
study. Much more work is required before being able to arrive at a satisfactory resolution of the
required analysis.

INTRODUCTION

The electricity market is in flux, due to technology innovation, changing utility-customer relationships,
and growing impacts of climate change on the grid. Meanwhile, the principles used in the industry to
guide cost allocation for retail rate design have largely been static for fifty years.? Those now-quaint
doctrines held that marginal costs reflecting market values could be captured entirely in the average
incremental energy cost or market clearing price and the cost of new generation capacity to meet the
single highest peak load hour of demand. The belief was that marginal generation costs could be
reflected simply as a supply-side matter represented through two proxy measures. That simple world
may have held for a period, but is no longer a reality.

The world, and electricity sector, have changed profoundly in the last 25 years. Hourly electricity
markets have not delivered on their envisioned promises as they do not economically incent necessary
new capacity addition without regulatory intervention, and have not incorporated environmental costs
sufficiently to drive clean energy investments alone. Large-scale fossil fuel generation is being replaced
by more dispersed renewables, storage, and distributed energy resources (DERs). These new
technologies enable customers to produce their own energy and to substantially or fully escape reliance
on the centralized utility grid. The era of the “prosumer” is upon us.

1 Alfred E. Kahn, 1988, The Economics of Regulation: Principles and Institutions, Cambridge, Massachusetts; London, England: MIT Press;
National Economic Research Associates, 1977, “A Framework for Marginal Cost-Based Time-Differentiated Pricing in the United States,”
Prepared for EPRI Rate Design Study.



In the past several years, electricity systems have experienced several major multi-hour and multi-day
outages, most notably in California and Texas, for reasons other than a failure to have sufficient installed
capacity to meet the single highest peak load: (1) rolling blackouts in August 2020 in the area served by
the California Independent System Operator (CAISO) due to a mix of market actions during a 1-in-35
year weather event while several thousand megawatts of capacity remained available;? (2) public safety
power shutoffs (PSPS) to mitigate potential wildfire hazards in California utilities’ service areas,
sometimes lasting for days at a time;3 and (3) widespread rolling outages in Texas caused by extreme
freezing weather.*

These emerging and challenging cost-of-service consequences are not adequately captured in this study
which crams the prosumer into the old paradigm previously discussed. We recommend the State avoid
committing to a single specific approach that will have to be soon cast aside as technology evolves
further.

Instead, policymakers should adopt the profound advice of James Bonbright, as often cited in regulatory
proceedings.® This sage advises “gradualism” in any changes to Washington State policy, so that
customers are able to invest with certainty, and technology is able to continue its advance.

METHODOLOGICAL ISSUES

Questions about the study framing

The study’s first issue is its framing. It was initially put forward as a cost-shift analysis, but then the
authors began to bolt onto their work elements of a value of distributed solar study. The mix of different
perspectives used in the analysis reflects this confusion. The split focus of the authors between cost
shift, and value of distributed solar, results in three possible frames—they should choose one:

1. Aclassic cost of service study that takes the current system and revenue requirements as static,
assumes that it has been built out optimally, and applies standard cost allocation factors to
determine customer revenue responsibility. This type of study ignores the past benefits created
through displaced infrastructure investment and lower energy consumption so it overestimates
the actual cost shift that has occurred.

2. An assessment of future costs and benefits, with changes in resources and investments, and
projected customer usage and resource options. This framing is implied by the use of forecasted
2030 prices in the study. Unfortunately, the report’s approach fails to acknowledge that the

2 “California begins rolling blackouts after first Stage 3 emergency since 2001,” Los Angeles Times, August 14, 2020,
https://www.latimes.com/california/story/2020-08-14/la-me-statewide-power-outages-warning; and California ISO, CPUC and CEC, Final Root
Cause Analysis: Mid-August 2020 Extreme Heat Wave, http://www.caiso.com/Documents/Final-Root-Cause-Analysis-Mid-August-2020-
Extreme-Heat-Wave.pdf, January 13, 2021 (included as Attachment A hereto).

3 “Nearly half a million PG&E customers to lose power amid planned fire-safety shut-offs Sunday,” San Francisco Chronicle,
https:/iwww.sfchronicle.com/bayarealarticle/Lafayette-Orinda-Moraga-brace-for-PG-E-outages-15670411.php, October 24, 2020; and Decision
19-05-042.

4 “Millions in Texas, Oklahoma without power as grid operators call for conservation,” Utility Dive, https://www.utilitydive.com/news/millions-in-
texas-oklahoma-without-power-as-grid-operators-call-for-conser/595122/, February 16, 2021.

5 James C. Bonbright, 1961, Principles of Public Utility Rates, New York City: Columbia University Press; Kahn (1988).
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current investments by customers are sunk costs based on expectations about utility rates at
the time the solar was installed.

3. An assessment of historic costs and benefits using contemporaneous market values and avoided
investments as well as changes in customer usage and resources. This framing is implied in the
report by the use of historic customer and DER installation data such as costs. To execute this
framing completely the authors would have needed to use historic forecasts and costs. This
latter element is missing from this study.

The study’s methodology uses forecasted 2030 generation market prices, current rooftop solar costs
with no accounting for projected cost reductions, which are then applied to increasing solar
installations. There is no accounting for displaced infrastructure, resources (e.g., energy efficiency
spending) and greenhouse gas (GHG) emissions in the past. Mix and matching as the authors have,
leads the study to an overestimation of the cost-shift, and wide misses of the other elements of the
value of distributed solar.

An important missing element includes changes in the electricity market environments, e.g., increased
addition of batteries and rate designs that better address time and location costs/benefits. The value of
distributed solar in the past when these installation decisions were made is not the same as the value
going forward. We encourage the authors to make that distinction.

A cost-shift study is not a value of distributed solar study

A cost-shift study is a ratepayer-impact measure (RIM) or a “no loser” test. This perspective is clearly the
motivation and emphasis of this study. Ironically RIM tests are no longer used for energy conservation
or efficiency measures in Washington. Instead, Washington uses the total resource cost test (which is
defined to match a societal cost test) as a primary assessment, and utility cost as a secondary test.®
Importantly, distributed solar generation is defined as energy conservation in Washington State law for
public buildings.” Given these legal specifications, this study does not conform with the standard for
evidentiary analysis in this state. The report at a minimum should acknowledge upfront its failure to
follow the specifications required.

The State’s energy efficiency programs would fail the ratepayer impact test using this
methodology

We might for example apply this cost-shift perspective to energy efficiency program spending by the
three investor-owned utilities (IOUs) in the state. Because the benefiting customers are a small portion
of the total customer base, there is a cost shift from those customers through the utility rebates to other
non-participating customers. Avista, Pacific Power and Puget Sound Energy (PSE) collectively are
spending $175 million to reduce energy loads by 379,000 megawatt-hours (MWH).8 Using an expected

6 See ACEEE, “State and Local Policy Database: Evaluation, Measurement & Verification,” https://database.aceee.org/state/evaluation-
measurement-verification.

T RCW 43.19.670 - Energy conservation—Definitions.

(3) "Energy conservation measure" means an installation or modification of an installation in a facility which is primarily intended to reduce
energy consumption or allow the use of an alternative energy source, including:

(e) Solar space heating or cooling systems, solar electric generating systems, or any combination thereof;

(f) Solar water heating systems;

(https://app.leg.wa.gov/rcw/default.aspx?cite=43.19.670)

8 See https://www.utc.wa.gov/consumers/energy/company-conservation-programs.
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average life of 10 years® and PSE’s cost of capital, % the average utility contribution is $66.23 per MWH.
The NEM Avoided Costs Model developed for the report!! shows an avoided cost value for 2023 of
$40.56 per MWH. That gives a net cost to ratepayers of $25.67 per MWH in direct payments, resulting in
direct payment from non-participants to participants of these energy efficiency programs of $9.7 million
per year.

Additionally, then there are the lost sales revenues that are foregone contributions to the “fixed”
transmission and distribution costs. Again, other customers would have to pick up those cost obligations
using the rationale in the study. Applying PSE’s average rate and subtracting the avoided costs, the
avoided bill payments amount to $31.5 million. All of that spending from energy efficiency programs are
in fact a “cost shift” from all ratepayers to a small group of ratepayers who benefit through reduced
bills.

In total the apparent cost shift is $41.2 million in 2023 for just the three IOUs’ ratepayers. That would
easily exceed the $43 million purportedly, as per the study, shifted from customer-generators to non-
customer-generators. Why do the authors of this study not push for a significant revision of the state’s
energy efficiency programs due to the apparent inequity? Because increasing energy efficiency
investment is one of the cornerstones of the State’s climate action policies.

This study purports to assess cost shifts from net metered solar, but, as illustrated by using energy
efficiency programs, it does not actually do that at all. The study conflates the concepts of cost shift and
revenue shift. A cost shift is when one set of ratepayers pays more to benefit another set of ratepayers.
Most utility conservation programs include both cost shift and revenue shift. The cost shift is in the form
of fees assessed to all ratepayers to subsidize conservation measures for some ratepayers. This is
considered acceptable in order to accomplish the social good of reducing energy consumption. The
reduced energy consumption results in reduced energy sales and thus revenue for the utility, which is
the revenue shift.

As a form of conservation, net metered solar reduces energy consumption from the grid and thus utility
revenue. This should be considered a benefit as it is with other conservation measures, not a cost.
Additionally, unlike other conservation methods, net metered solar provides this benefit with no fees
assessed to other ratepayers. This study calculates the magnitude of the conservation benefit of net
metered solar, but then asserts that it is not a benefit, but a cost shift. An honest assessment of any
ratepayer costs from NEM systems would include actual utility costs, not reduced sales from
unsubsidized conservation.

The underlying premise of this study revives the opposition raised by utilities in the 1970s opposing
conservation efforts because of high fixed costs and the supposed immutability of the grid. As
Washington has demonstrated by maintaining rates below the national average, while implementing
one of the most aggressive energy-efficiency efforts, the utility system is actually quite malleable over
the long run. Virtually all system costs can be displaced through reduced energy use, and this study must
acknowledge this fundamental lesson from the last 40 years.

9 Rachel Gold and Seth Nowak, “Energy Efficiency over Time: Measuring and Valuing Lifetime Energy Savings in Policy and Planning,”
American Council for an Energy-Efficient Economy, Report U1902,
https://www.aceee.org/sites/default/files/publications/researchreports/u1902.pdf, February 2019.

10 pSE 2023 10Q, https://fintel.io/doc/sec-puget-energy-inc-wa-81100-109-2023-may-11-19488-2216.
11 See WA NEM Evaluation - Avoided Costs Model 2023-11-17.xisb
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A value of solar study requires a much more deliberative approach

Going beyond the question of whether a cost-shift/ratepayer impact study is a valid evaluation tool, this
study is not structured as a value of distributed solar study, but it really wants to be. The initial study
format did not include many acknowledged benefits of either distributed or grid-scale solar, even going
so far as to assume that the entire state’s utility grid would be entirely GHG-free by 2030 and that the
hydropower system has no significant environmental impacts. This ignores the facts. The rest of the
Western Interconnect, including California, is relying on Pacific Northwest (PNW) generation to reduce
its GHG emissions after 2030, and that the Columbia River system is the focus of fisheries restoration
efforts including the potential decommissioning of the Snake River dams.

This oversight arises from two factors. First the Technical Advisory Group (TAG) was given a few weeks
to gather a list of possible benefits, without sufficient time or resources to document those benefits.
Second, the E3 authors appear to give only cursory consideration to the TAG's list, often rejecting them
simply because they would be too difficult to quantify in the short time given for the study. The TAG
suggested many sources for the E3 team to research, but none of that information appears to have been
used.

E3’s failing to use benefits of distributed solar and storage highlights why this cannot be considered a
full value of distributed solar study. This process was not provided the necessary time and resources.
Other value of solar studies in Oregon and Minnesota have been multi-year efforts. The utility
consortium, in their commissioning of this study, allowed only four months.

Conclusions about which resources are preferred cannot be drawn from an incomplete cost-shift study
that does not meet the requirements of a value of distributed solar study. Washington State statute
requires that the type of conclusions put forward in this report be supported by a full integrated
resource plan (IRP), not a “back of envelope” study that focuses on a single resource.'2

The study asserts that NEM customers have acted irrationally

Equally problematic is the study’s finding that customer-generators (or prosumers) are not making
rational decisions by choosing to install rooftop solar because it is a money loser for them under E3’s
analysis. Slide 22 on the Participant Cost Test (PCT) Results shows that for every example utility,
customer generators would have been better off to avoid becoming a customer-generator. Clearly the
authors are missing the broader motives of NEM customers which might be to reduce environmental
impacts, or the comfort of future bill stability. E3 is missing these customers’ expectations, and asserting
that customers’ choices are not a valid basis for assessing the benefits that accrue to participants. This is
an analyst who puts themselves in the place of a consumer, and declares that the consumer is
consistently making a bad choice. A more likely conclusion would be that the analyst does not have the
full picture of the choices being made.

TECHNICAL ISSUES

Missing risk hedging values, and overlooked hydropower flexibility improvements

The study uses forecasted 2030 Mid-Columbia market hub prices to determine avoided costs. But those
prices can be quite volatile, both within the year and across years. Distributed solar allows customer-

12 See RCW 19.280.030: Development of a resource plan—Requirements of a resource plan—Clean energy action plan.
http://app.leg.wa.gov/RCW/default.aspx?cite=19.280.030
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generators and utilities to limit exposure to that volatility which hedges their risk. How to value this risk
hedging is well understood in financial economics and is the basis for a large segment of the financial
markets in options and futures. Despite being provided with references on the topic by the TAG, the
study’s authors have ignored this benefit. 13

A study from Rocky Mountain Institute (2012) sets out one method for calculating the volatility cost of
natural gas-powered electricity, which is the primary source for energy setting the market clearing price
in the Mid-Columbia market. That study found the hidden cost of market volatility in market gas price
appears to be $1.50 to $2.50 per MMBtu. Assuming a thermal efficiency or “heat rate” for the marginal
use of gas in the electricity market of 7,500 British thermal units per kilowatt-hour (BTU per kWh), that
translates to an additional 1.125 to 1.875 cents per kWh or $11.25 to $18.75 per megawatt-hour
(MWH) provided by distributed solar.

Other customers on a customer-generator’s respective utility benefit from this load reduction. That in
turn reduces the prices in the Mid-Columbia market paid on all load served from that market, in turn
reducing their exposure to market volatility. The E3 study is therefore failing to account for what is
called a “pecuniary externality” where a reduction in overall market prices is created by the investments
made by customer-generators. Quantifying that added value requires more complete system modeling
than was conducted in this study.

Customers relying on full-requirement deliveries by the Bonneville Power Administration (BPA) could
possibly assert that they are not exposed to this volatility because they have a fixed price contract. This
unfortunately ignores the effects of climate change and drought in the Pacific Northwest. Volatility
coming from the variability in hydro availability is substantial and needs to be accounted for in the same
manner as gas price volatility. Northwest utilities” witnesses asserted in proceedings at the Federal
Energy Regulatory Commission in 2002 that the Western energy crisis of 2000-2001 was triggered by the
BPA declaring a shortfall of firm energy in May 2000.'4 The run on those markets illustrates the volatility
that all customers face.

The prosumer’s “assist” to this dilemma is ignored in the study. While a portion of the state’s hydro
plants are run of river, the largest plants such as Grand Coulee and BC Hydro’s Revelstoke and Mica
Dams'® are managed to provide both summer exports to the rest of the Western Interconnect and
irrigation to Columbia Basin farmers.'8 Increased solar generation from customer-generators reduces
Pacific Northwest loads, improves flexibility, and also allows those plants to either export more power to

13 These references were provided but not included or expanded on in the study: https://rmi.org/wp-
content/uploads/2017/05/RMI_Document_Repository_Public-Reprts_2012-07_WindNaturalGasVolatility.pdf; https:/rmi.org/hot-air-cheap-
natural-gas/; https://rmi.org/blog_managing natural_gas_volatility the answer is blowin_in_the wind/. In fact, E3 personnel published a study
on the risk premium embedded in forward prices in the Mid-Columbia hub in 2011. (Andrew DeBenedictis et al, “How Big Is the Risk Premium
in an Electricity Forward Price? Evidence from the Pacific Northwest,” The Electricity Journal, 24:3, pp. 72-6,
https://www.sciencedirect.com/science/article/abs/pii/lS1040619011000601, April 2011.) The TAG expected E3 to conduct further research on
its own and expand this analysis since it should have all of the expertise and data required to calculate this hedging value.

14 M.Cubed partner Richard McCann testified on behalf of the California Parties, including on the issue of hydropower availability.

15 The BC Hydro complex is operated in coordination with the U.S. hydro fleet under the Columbia River Treaty and must be considered as a
single system.

16 https://lwww.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/community/columbia-river-operations-summary-fall-
2020.pdf
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California, thus reducing customer rates, or release more water at times that can enhance fisheries. As
drafted, this study ignores the market reality that the state, and the region as a whole, is interacting
with the Western Interconnect as a whole. Prosumers have a role to play in this future. Studying the
prosumer’s value will take significant time and resources, and the authors are encouraged to
acknowledge this massive oversight in their work.

The forward-looking perspective overlooks the shifting of loads to summer peaks and the
benefits of reducing those peaks afforded by distributed solar

The heat dome of 2021 highlighted an important trend—that the PNW utility system is becoming dual
winter/summer peaking. Average summertime highs in Seattle and Portland have risen substantially
over the last 40 years'” with the number of days over 70 degrees increasing 50% and 90 degree days
doubling during the 2010s compared to previous decades.'® More households are installing air
conditioning as a result.!® Winter temperatures have risen commensurately which leads to reduced
heating loads. Average highs have risen 1.8 degrees since the 1970s and the average lows have risen 1.7
degrees over the same period.?0 The number of days below 32 degrees has fallen by a third in the last
decade.?! It is getting hotter in the PNW. This trend is not reflected in the modeling conducted for this
study. That leads to a substantial undervaluation of distributed solar generation by E3.

Slide 32 on Avoided Costs: Transmission and Distribution shows the solar generation profile (which is the
same for rooftop and grid-scale solar) and compares it to grid peak load cost allocation factors. Those
allocators may be valid for the distribution system based on historic data, but as discussed above, the
region is now going beyond historic conditions and peak loads will rise in July and August.?2 Rooftop
solar can defer when circuits become summer peaking through local supplies. That value is not reflected
in the study.

Figure 5 in E3’s companion report Review of Tariff Design for Customer Generation can be corrected to
show how the power flow from rooftop solar is isolated to the local distribution circuit and avoids using
transmission. The imports first come from remote generation, then through the transmission system,
then the local distribution network which should be shown with multiple customers. Most of the solar
output is used to meet household loads and never leaves the customer site. The remainder is exported,
flowing from the customer-generator to neighboring local circuit. None of that power flows back up to
the transmission network which is not used at being used at that time by the exporting customer-
generator. NEM customers should be paying nothing for the transmission system as it relates to their

17 In the last 10 years, eight rank among the top 10 with number of days over 80 degrees.
(https://www.extremeweatherwatch.com/cities/seattle/yearly-days-of-80-degrees). Number of days over 90 degrees exceeded eight before
2015 only once but has been eight or higher in five years since 2015. (https://www.extremeweatherwatch.com/cities/seattle/yearly-days-of-90-
degrees).

18 https://www.currentresults.com/Weather-Decades/USA/WA/Seattle/temperature-average-by-decade-seattle.php

19 “The rise in Seattle’s 90-degree days, charted all the way back to 1945,” Seattle Times, https://www.seattletimes.com/seattle-news/data/the-
rise-in-seattles-90-degree-days-charted-all-the-way-back-to-1945/, July 27, 2022.

20 https://lwww.currentresults.com/Weather-Decades/USA/WA/Seattle/temperature-average-by-decade-seattle.php
21 https://www.currentresults.com/Weather-Decades/USA/WA/Seattle/temperature-average-by-decade-seattle.php

22 ps an important note, San Diego Gas and Electric went from being a winter peaking utility as late as the early 1980s to a summer peaking
utility within 20 years.

Comments on Washington Utilities NEM Evaluation 7


https://www.extremeweatherwatch.com/cities/seattle/yearly-days-of-80-degrees
https://www.seattletimes.com/seattle-news/data/the-rise-in-seattles-90-degree-days-charted-all-the-way-back-to-1945/
https://www.seattletimes.com/seattle-news/data/the-rise-in-seattles-90-degree-days-charted-all-the-way-back-to-1945/

exported power. The combination of self-consumption and exports represents transmission capacity
freed for generation to be sent to other customers. This value is completely ignored in the E3 study.

California’s experience shows the value of distributed solar

Distributed solar generation installed under California’s net energy metering (NEM/NEMA) programs has
mitigated and even eliminated load and demand growth in areas with established customers. This
benefit supports protecting the investments that have been made by existing customer-generators.
Similarly, prosumers can displace investment in distribution assets. That distribution planners are not
considering this impact appropriately is not an excuse for failing to value this benefit for the purposes of
this study. For example, Pacific Gas and Electric’s sales fell by 5% from 2010 to 2018 and other utilities
had similar declines. Peak loads in the CAISO balancing authority reach their highest point in 2006, and
the peak in August 2020 under exceptional conditions was 6% below that level.23

A closer look at California illustrates that much of that decrease appears to have been driven by the
installation of rooftop solar. Figure 1 below illustrates the trends in CAISO peak loads in the set of top
lines and the relationship to added NEM/NEMA installations in the lower corner. It also shows the CEC’s
forecast from its 2005 Integrated Energy Policy Report as the top line. Prior to 2006, the CAISO peak was
growing at annual rate of 0.97%; after 2006, peak loads have declined at a 0.28% trend. Over the same
period, solar NEM capacity grew by over 9,200 megawatts. The correlation factor or “R-squared”
between the decline in peak load after 2006 and the incremental NEM additions is 0.93, with 1.0 being
perfect correlation. Based on these calculations, NEM capacity has deferred 6,500 megawatts of
capacity additions over this period. Comparing the “extreme” 2020 peak to the average conditions load
forecast from 2005, the load reduction is over 11,500 megawatts. The obvious conclusion is that these
investments by Californian NEM customers have saved all ratepayers both reliability and energy costs
while delivering zero-carbon energy. Washington can expect similar benefits if rooftop solar is allowed
to flourish.

23 The peak in September 2022 that falls outside of the analysis period was created by exceptional one-in-35 year weather conditions and still
less than 4% above the previous record.
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Figure 1

CAISO Peak Loads 1998-2020 and Solar NEM
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Avoidable transmission costs are underestimated

The “heat map” on the study’s Slide 32 misrepresents the loads on Washington’s transmission system.
Distribution is installed to meet increases in customer connections and loads, and those circuits are
connected via feeders to substations. Those increased loads are often offset by decreased loads on
other circuits so that system loads do not increase. In the PNW, peak and energy loads have been flat
since 2000, reflecting this geographic shifting.*

On the utility’s end, if needed, generation is added to meet increased loads, and then transmission is
added to convey that generation to substations. Added transmission is rarely motivated by increased
loads without associated incremental generation capacity. The incremental cost of new transmission is
determined by the installation of new generation capacity as transmission delivers power to substations
before it is then distributed to customers. For this reason, marginal transmission costs must be
attributed to generation.

The report’s heat map chart on Slide 32 also does not include perhaps the largest single load on the
transmission system-the export of hydropower during the summer peak down the Pacific Intertie. That

24 See NPPC: https:/lwww.nwcouncil.org/2021powerplan_historic-trends-energy-use/
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is because the chart relies entirely on local loads and ignores the larger wholesale market. Focusing on
generation instead would show a different focus for transmission versus distribution.

The cost of transmission for new generation has become a more salient issue.?” The appropriate metric
for distributed solar is therefore the long-term value of displaced transmission. Using similar
methodologies for calculating this cost in the CAISO and PJM balancing authorities, the incremental cost
in both independent system operators is $37 per megawatt-hour or 3.7 cents per kilowatt-hour. 2° This
added cost about doubles the cost of utility-scale renewables compared to distributed resources. The
rapid rise in transmission rates over the last decade are consistent with these findings. If economies of
scale did hold for the transmission network, those rates should be stable or falling. This amount should
be used to calculate the net benefits for the prosumer avoiding the need for additional transmission
investment by providing local resources rather than remote bulk generation.

E3 asserts without evidence that it had not seen large transmission costs associated with renewables in
Washington. The reason is understandable—the state has added only about 700 MW of grid scale wind
and solar power since 2014. In comparison, California has added more than 20,000 MW of solar alone
over the same period.Z’ To meets its ambitious GHG reduction targets, Washington will have to install a
commensurate amount of renewables, distributed and/or grid scale.

Greenhouse gas reductions are likely underestimated

Long term emission reductions, not hourly market emission rates, must be used to calculate GHG
savings from DERs. A recent study mistakenly used hourly power GHG emissions as "marginal" which
were higher than the average emissions, yet average rates were falling.?® This is not mathematically
possible—when average rates are falling, incremental emission reductions must be above average
reductions. Relying on emissions at the Mid-Columbia market hub therefore underestimates the
reductions created by reducing metered loads by the prosumer.

Installing customer-owned distributed energy resources is more likely to increase, not stymie,
conservation investment

The study makes the assertion that energy conservation is likely to decrease for customers who install
rooftop solar. The conservation incentive for customers is upfront when installing customer-owned
generation. A customer immediately avoids, with little uncertainty, expensive solar investment by
reducing on-site load. The incentive to reduce energy use cost effectively may be even more obvious
when installing solar panels than for customers who remain on utility service and see their savings
trickle in small amounts over a period of years instead of immediately.

25 Doug Karpa, “Exploding transmission costs are the missing story in California’s regionalization debate,” Utility Dive,
https://www.utilitydive.com/news/exploding-transmission-costs-are-the-missing-story-in-californias-regional/526894/, July 5, 2018.

26 “Testimony of Richard McCann, Ph.D. on Behalf of the Agricultural Energy Consumers Association and the California Farm Bureau
Federation,” CPUC Rulemaking 20-08-020, June 18, 2021, pp. 15-16; and “Prepared Supplemental Testimony Of Richard McCann, Ph.D on
Behalf of the Kentucky Solar Energy Industry Association,” before the Public Service Commission of the Commonwealth of Kentucky, Kentucky
Power Company Case No. 2020-00174, February 25, 2021, pp. 9-10.

27 https://www.seia.org/state-solar-policy/california-solar

28 Holland et al (2022), “ Why marginal CO2 emissions are not decreasing for US electricity: Estimates and implications for climate policy,”
https://resources.environment.yale.edu/kotchen/pubs/margemit.pdf
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CONCLUSION

The study, as presented, has a number of serious methodological inconsistencies and flaws. It also
struggles with its technical analysis. This is simply a reflection of the rushed nature of the timeline
provided to E3, and limited actual input drawn from the TAG and other stakeholders.

These results should be fully discounted until a more complete study can be prepared that better
reflects the perspectives specified by Washington State law, and that reflects the realities of the
evolving climate, and energy environment.
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M.CUBED

WASEIA Comments on

Review of Tariff Design for Custormer Generation

Submitted by Richard McCann, Ph.D., M.Cubed
on behalf of the Washington Solar Energy Industries Association

December 1, 2023

M.Cubed, founded in 1993, provides economic and public policy consulting services to public and private
sector clients. Practice areas include water and energy utility resource planning, ratemaking, water and
resource use efficiency, conservation measures, project impact analysis, natural resource allocation
policies, and environmental plan preparation and review. Dr. McCann has testified over 50 times on
electricity, air quality, water supply and other regulatory and planning matters.

Figure 1, p. 2 — For California, the report shows the results from the Avoided Cost Calculator. However,
the results from this calculator are disputed by many parties. The ACC was adopted in a separate
proceeding where it was not identified as being a key component of the upcoming reform to the
California’s net energy metering (NEM) tariff.

In the next round of ACC updates, significant revisions are expected. The ACC arrives at avoided cost
values that are only about half of what the utilities themselves calculate in their rate case filings.
This large discrepancy further undermines the validity of these findings.

Avoided costs calculated for the Washington utilities using a similar methodology (as E3 prepared
California’s ACC model) will likely have significant issues as well.

Figure 5, page 5—The diagram is too simplistic in showing the power flow. The imports first come from
remote generation, then through the transmission system, then the local distribution network
which should be shown with multiple customers. The exports then flow from the customer-
generator’s rooftop to neighbors on the local circuit. None of that power flows back up to the
transmission system which is not used at all by the customer-generator when exporting electricity .

NEM customers should be paying nothing for the transmission system for their power exported.
The combination of self-consumption and exports represents transmission capacity freed for
generation to be sent to other customers.

Sections 3.1.1 versus 3.1.2, pages 5-6—Section 3.1.2.1 lists three specific states with non-NEM tariffs,
yet Section 3.1.1 states “NEM is currently the most widely used form of compensation for customer
generation in the U.S.” The section fails to 1) list all of the states with NEM tariffs, 2) identify where
states have reviewed those NEM tariffs and made minimal or no changes (e.g., Kentucky) and 3)
describe what if any revisions have been made to those tariffs. Section 3.3 does list three more
states where NEM tariffs have been revised, including two to net billing tariffs. Only four states total
currently have a net billing structure.

The fact is that a preponderance of states, especially those with low adoption rates similar to
Washington’s, have not acted to revise their NEM tariffs.




Further in Section 3.1.1.2, the report states “NEM generally provides significant bill savings to
participating customers, but it may also create a /large cost shift for non-participating customers.”
The report fails to define what “large” means. Is 0.3% “large”? Is 1.4% “large”? Is 44 cents per
month “large”? Is even $2.43 per month “large”? Most people lose that much money in pocket
change each month. Those are the values shown for 2024 estimated residential rate impacts on
Slide 35 of Washington Utilities NEM Evaluation, Draft Results. The fact is that for most states, the
purported “cost shift” is similarly small. Without a definitive threshold for “large” this statement is
meaningless to the reader, and even deceptive given the context in Washington.

In addition, the same can be said of energy conservation and efficiency which reduces utilities’
loads and shifts costs from participating customers to nonparticipating customers, at least in the
short term, even when it provides overall savings. That the customers that invest in energy savings
receive the lion’s share of financial gains is consistent with incentivizing these investments.

Section 3.1.3 pages 7-8--The report states without supporting evidence “(m)any community solar tariffs
and other distributed generation projects are structured around tariffs under which the site owner
sells all of the generation to a load-serving entity at a set pricing structure, without any assumed
self-consumption or offsetting against customer load.” Again, the definition of “many” is lacking.
There are many states with community solar tariffs that successfully encourage much more
development than states like California where residential solar has been the focus. This report
should review the tariffs being offered in those states." Many of the states are also in the northern
tier with solar insolation similar to Washington.

A notable observation is that California’s adoption of the buy-all/sell-all tariff for virtual NEM and
aggregated NEM projects is likely to kill any further interest in those projects as currently
structured.2 The consequence of this approach cannot be underestimated.

Section 3.4, page 13—The report asserts “(m)any economists argue that a shift toward cost-based rates,
with greater recovery of fixed and long-run marginal costs outside of volumetric charges, can
enable more equitable and efficient customer adoption and dispatch of distributed resources.” That
statement then lists five citations, of which at least two are self-references to E3 documents. The
fact is that many economists dispute the need for large capacity charges beyond the direct service
connection (which costs $10-520 per month) and relying on hourly energy market rates as “cost
based.” The Regulatory Assistance Project is one such organization that has published reports
contradicting this assertion.3 This statement should be deleted from the report as biased and
unsubstantiated.

Section 4 Conclusions, pages 14-15—While about a half dozen states have modified their NEM tariffs,
many more have either left those tariffs untouched or made minor tweaks. Unfortunately, this

1 See for more information: https://www.energysage.com/community-solar/comparing-top-community-solar-states/ and https:/ilsr.org/national-
community-solar-programs-tracker/

2 Jeff St. John, “California’s rooftop solar policy is killing its rooftop solar industry,” Canary Media, California’s rooftop solar policy is killing its
rooftop solar industry, December 1, 2023.

3 See https://www.raponline.org/
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report emphasizes those small number that have acted rather than the large number that have
remained with the existing business-as-usual approach.

As pointed out in comments on Section 3.4, there is no justification provided for including a
statement about shifting to “cost-reflective” retail rates. Beyond a small number of citations, several
being self-referential, E3 has not presented any supporting analysis to come to that conclusion. This
paragraph should be deleted.
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JI Response to DEK Q6
Page 1 of 1
Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 6
Q6  Please confirm that Mr.[sic] McCann is not offering any opinions regarding
any of the other aspects of the Company’s Application in these proceedings,
besides the principles for setting the appropriate compensation and retail

rates for customers who self-generate to serve part of their load, and
quantifying the level of that compensation.

(a) If the response is in the negative, please state Mr.[sic] McCann's
position.
RESPONSE:
Confirmed.

ATTACHMENTS:

N/A



JI Response to DEK Q7
Page 1 of 1
Counsel

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 7

Q7  Please confirm that, other than the opinions offered by Mr.[sic] McCann,
KSES is not taking a position on any of the other aspects of the Company’s
filing in these proceedings.

(@)  Ifthe response is in the negative, please explain KSES's position.

RESPONSE:

Joint Intervenors object to this request as it calls for speculation or legal
conclusion. As testimony is not yet complete, a hearing has not yet been
held, and briefing in this matter hasn't been scheduled, it is premature to
state Joint Intervenors’ positions on all aspects of these proceedings. As
parties granted full intervention in this matter, Joint Intervenors are not

limited in “taking a position” to matter for which they have provided expert
testimony.

ATTACHMENTS:

N/A



JI Response to DEK Q8
Page 1 of 1
Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 8

Q8  Please identify all proceedings in all jurisdictions in which Mr.[sic] McCann
has offered evidence, including but not limited to, pre-filed testimony, sworn
statements, and live testimony and analysis for the last three years. For each
response, please provide the following:

(@)  thejurisdiction in which the testimony, statement or analysis was pre-
filed, offered, given, or admitted into the record;

(b) the dockets by name and number; and,

(o) whether a final commission decision order was issued and what date.

RESPONSE:
See attached table.

ATTACHMENTS:

JI-DEK-DR-01-Table-01



JI-DEK-DR-01-Table-01

Jurisdiction Docket No. | Docket Name Commission | Date
Decision

Kentucky Public Service | Case No. Kentucky Power Company General Order KP- 5/14/2021
Commission 2020- Adjustments of 20210514

00174 Rates
California Public Utilities | R.22-07- Order Instituting Rulemaking to Advance N/A N/A
Commission 005 Demand

Flexibility Through Electric Rates

California Public Utilities | A.22-05- 2024 Southern California Gas Company N/A N/A
Commission 015, Revenue

A22-05- Requirements, 2024 San Diego Gas & Electric

016 Revenue Requirements
California Public Utilities | R.20-08- Order Instituting Rulemaking to Revisit Net D. 22-12- 12/15/2022
Commission 020 Energy 056

Metering Tariffs

California Public Utilities | A.21-06- 2023 Pacific Gas & Electric Rates and Charges | D. 23-11- 11/16/2023
Commission 021 069
California Public Utilities | A.20-10- 2021 Southern California Edison Revenue D.22-08-001 | 8/9/2022
Commission 012 Allocation and Rate Design
California Public Utilities | A.22-04- 2023 Cost of Capital for Pacific Gas & Electric, | D.22-12-031 | 12/19/2022
Commission 008 et Southern California Edison, Southern

al California

Gas, and San Diego Gas & Electric




JI Response to DEK Q9
Page 1 of 2
Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS

FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE

ENERGY KENTUCKY, INC.

Case No. 2023-00413

Question 9

Q9  Please provide copies of any and all documents, analysis, summaries, white

papers, workpapers, spreadsheets (electronic versions with cells and
formulas intact), including drafts thereof, as well as any underlying
supporting materials created by Mr.[sic] McCann:

(a)

(b)

()

(d)

(e)
(f)

()

(h)

(i)

@)

as part of his evaluation of the Company's proposed compensation
and retail rates in this proceeding;

as part of calculating the credit amounts recommended on page 3,
lines 4-5 of his testimony;

as part of calculating the avoided cost benefit discussed on page 20,
lines 6-7 of his testimony;

as part of calculating the avoided capacity value discussed on page 22,
lines 8-9, of his testimony;

as part of calculating the value on page 25, line 6 of his testimony;

as part of calculating the avoided cost for distribution on page 26, line
13 of his testimony;

as part of calculating the value of $0.0466 per kilowatt-hour on page
28, line 8 of his testimony;

as part of calculating the $0.90 cents per kilowatt-hour value on page
28, line 12 of his testimony;

as part of producing Figure JI-2 on page 19, and any other figure or
table in his testimony; and

as part of evaluating any other aspect of the Company's Application in
the above-styled proceeding reviewed by Mr.[sic] McCann.



RESPONSE:

JI Response to DEK Q9
Page 2 of 2
Dr. Richard McCann

All workpapers of Dr. McCann developed in connection with his testimony in
this proceeding have been attached.

ATTACHMENTS:

JI-DEK-DR-01-008
JI-DEK-DR-01-009
JI-DEK-DR-01-010
JI-DEK-DR-01-011

EIA-HHub gas prices-2024-RNGWHHDmonthly.xIsx
DEOK TX rates.xlIsx

DEK Solar Jobs v6.xlsx

DEK Avoided Costs.xIsx



JI-DEK-DR-01-008
EIA-HHub gas prices-2024-RNGWHHDmonthly.xIsx

JI-DEK-DR-01-009
DEOK TX rates.xIsx

JI-DEK-DR-01-010
DEK Solar Jobs v6.xlsx

&

JI-DEK-DR-01-011
DEK Avoided Costs.xlsx

Uploaded as separate attachments



JI Response to DEK Q10
Page 1 of 2
Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 10

Q10 Please provide copies of any and all documents not created by Mr.[sic]
McCann, including but not limited to, analysis, summaries, cases, reports,
evaluations, etc., that Mr.[sic] McCann relied upon, referred to, or used in the
development of his testimony.

RESPONSE:

All documents relied upon, referred to, or used in the development of
Mr.[sic] McCann'’s testimony are linked in footnotes in his Direct Testimony,
with the exception of the books James C. Bonbright, 1961, Principles of Public
Utility Rates, New York City: Columbia University Press; and Alfred E. Kahn,
1988, The Economics of Regulation: Principles and Institutions, Cambridge,
Massachusetts; London, England: MIT Press, referred to in footnote 2. Copies
of the title pages and tables of contents of those works are attached here.

ATTACHMENTS:

JI-DEK-DR-01-012 James C. Bonbright, 1961, Principles of Public Utility Rates,
New York City: Columbia University Press Title Page and Table of
Contents

JI-DEK-DR-01-013 Alfred E. Kahn, 1988, The Economics of Regulation:
Principles and Institutions, Cambridge, Massachusetts; London,
England: MIT Press



JI Response to DEK Q10
Page 2 of 2
Dr. Richard McCann

Title Page and Table of Contents



JI-DEK-DR-01-012

James C. Bonbright, 1961, Principles of Public Utility Rates, New York City: Columbia
University Press
Title Page and Table of Contents



Principles of Public Utiliity Rates by James C. Bonbright

Reprinted by permission

© 2005 Powell Goldstein LLP, All Rights Reserved.



The following electronic copy of the work entitled

“Principles of Public Utility Rates”

by James C. Bonbright,
first published by the Columbia University Press in 1961,
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copyright holder.
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JI Response to DEK Q11

Page 1 of 1
Counsel/Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 11

Q11 Referring to Mr.[sic] McCann's testimony on pages 21 to 22, how would

Mr.[sic] McCann’s methodology change if PJM switched to a seasonal capacity
auction process?

RESPONSE:

Joint Intervenors object insofar as the question calls for speculation. As such
an auction has not yet been operationalized and is not in evidence in this
proceeding, answering this requires speculation about the construct of such

an auction and its potential impact. No analysis was conducted on this
hypothetical situation.

ATTACHMENTS:

N/A
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Page 1 of 1
Counsel/Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 12
Q12 Referring to Mr.[sic] McCann's testimony on pages 21 to 22, how would

Mr.[sic] McCann’s recommended avoided capacity value change if PJM
switched to a seasonal capacity auction process.

RESPONSE:

Joint Intervenors object insofar as the question calls for speculation. As such
an auction has not yet been operationalized and is not in evidence in this
proceeding, answering this requires speculation about the construct of such

an auction and its potential impact. No analysis was conducted on this
hypothetical situation.

ATTACHMENTS:

N/A
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 13

Q13 Referring to Mr.[sic] McCann's testimony on pages 21 to 22, does Mr.[sic]

McCann use an incremental value or average value methodology to calculate
the capacity value of solar energy?

RESPONSE:

The capacity value was calculated from PJM’s “Periodic Review of Default
Gross CONE and Gross ACR Values,” and adjusted for the solar capacity value
specified in that document as described in the testimony. The NetCONE

value is intended to be a market value benchmark which means that it is
incremental.

ATTACHMENTS:

N/A
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 14
Q14 Please confirm whether Mr.[sic] McCann agrees that solar capacity has a
significantly lower value during the winter time (defined for purposes of this
qguestion as December through February). If Mr.[sic] McCann disagrees,

please explain the reasoning.

RESPONSE:
The value of solar capacity in the winter is not relevant as Duke Energy
Kentucky is a summer peaking utility, and capacity value is determined at the
time of system peak. Solar output is lower during the winter.

ATTACHMENTS:

N/A
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 15
Q15 Is Mr.[sic] McCann aware of the 2024-2025 PJM ELCC capacity class ratings
for Fixed-Tilt Solar and Tracking Solar of 9% and 14% respectively, available at

https://www.pjm.com/-/media/planning/res-adeq/elcc/2025-26-bra-elcc-
class-ratings.ashx.

RESPONSE:

The referenced document appears to have little or no relation to the
NetCONE calculation. For example, the ELCC Class Rating for a gas
combustion turbine is 62%, while the NetCONE update shows a capacity
value of 95.5%. Dr. McCann relied on the solar capacity value of 31.0%
presented by PJM in its “2026/2027 Default Net CONE Calculation.”

ATTACHMENTS:

N/A


https://www.pjm.com/-/media/planning/res-adeq/elcc/2025-26-bra-elcc-class-ratings.ashx
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JI Response to DEK Q16
Page 1 of 2
Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 16

Q16 Does Mr.[sic] McCann believe that all of his avoided cost calculations are
applicable equally to utility-owned solar generation?
(@)  If not, please explain which components of his calculated avoided
costs are applicable and which are not.
(b) If not, please give the reasons on which any distinctions are based.
(©) Please provide all data and workpapers supporting the responses to
16(a) and 16(b) above.

RESPONSE:

(@) The value of distributed solar and utility-scale solar are the same as
generators in providing risk hedging and environmental benefits, but
differ in conveying power and the economic benefits produced. Referring
to Table JI-2, utility-owned solar would not avoid transmission and
distribution costs, nor line losses. Transmission and distribution add up to
$0.0319 per kilowatt-hour and line losses add another $0.0102 per
kilowatt-hour.

Further, utility owned solar does not provide the same level of economic
benefits to Kentucky. The economic value added to the state’s economy
by rooftop solar over utility-owned solar ranges from $1.14 per kilowatt-
hour to $1.37 per kilowatt-hour based on the analysis presented in Dr.
McCann'’s testimony.
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Dr. Richard McCann

Finally, the avoided cost considerations for net-metered customer-
generators are based on the factors and methodology developed by the
Commission in cases 2020-00174 and 2020-00349/00350, and are for use
in determining the compensatory value of solar generation from
distributed resources, and not for utility-owned solar. Valuation of
avoided costs is not a relevant determinant for rate setting for electricity
generated by utility-owned solar, so that a comparison is not appropriate.

(b) See response to (a).

(c) Calculations included in workpapers provided in response to Q9.

ATTACHMENTS:

See attachments JI-DEK-01-008 through 011.
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 17

Q17 Referring to Mr.[sic] McCann's testimony on page 35, recommending “that
residential generator-customers receive a credit of $0.1627 [per] kilowatt-
hour and commercial/non-residential a credit of $0.1630 per kilowatt-hour,”
would Mr.[sic] McCann recommend the same amount in compensation per
kilowatt-hour for utility-owned solar generation?

(@)  If not, please describe how the calculation methodology would be
modified from the methodology recommended in Mr.[sic] McCann's
testimony in this proceeding.

RESPONSE:

No.

(a) First, no compensation is provided under Kentucky's net metering statute,
only a credit that is dollar-denominated. Comparison of the calculation
and determination of valuation components for distributed generation
fed into the system by a customer-generator, with the valuation for utility-
owned solar generation is inappropriate. In one case, the utility has
proposed to construct and own solar generation, and recovery of costs
and any return on equity is determined by a set of rules and calculations
that are different than those developed for determining the value of
energy incidentally fed into a system by a net-metered solar customer. In
the latter case, it is the customer who has borne the costs of the
generation asset and who assumes the entire risk of nonperformance,
unlike the utility, and provides energy consumed locally by other
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Dr. Richard McCann

customers for which the utility is receiving retail compensation under its
tariff. The compensatory credit formula and factors developed for such
fed-in electricity are dissimilar from those applicable to utility-owned solar
generation, so that the comparison is unfair and inappropriate.
Additionally, See the calculation in response to Q16.

ATTACHMENTS:

N/A
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 18
Q18 Referring to Mr.[sic] McCann's testimony on page 1, line 10, please confirm
that “Case No. 202-00174" refers to Kentucky Public Service Commission
(KyPSC) Case No. 2020-00174. If not confirmed, please clarify the precise
number of the case referenced.
RESPONSE:
Confirmed.

ATTACHMENTS:

N/A
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Dr. Richard McCann

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413

Question 19

Q19 Referring to KyPSC Case No. 2020-00174, to page 27 and footnote 80 of the
Order issued on May 14, 2021, does Mr.[sic] McCann confirm that the
Commission omitted 2020 locational marginal price (LMP) data from its
avoided cost calculation “because the unprecedented COVID-19 pandemic
likely impacted load in uncommon ways"? If not, please explain.

RESPONSE:

Yes. The Commission undertook this analysis three years ago. In selecting a
representative historic period, sometimes a year understood as being
particularly unusual is excluded. The pandemic represented a once in a
century situation quite similar to the “Spanish influenza” pandemic that
struck the world from 1918 to 1920. Standard and expected volatility in PJM
prices does not meet this standard.

ATTACHMENTS:

N/A
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 20
Q20 Referring to Mr.[sic] McCann's testimony on page 17, line 2, that “[t]he
average cost of wholesale power in 2023 was half of what it was in 2022,”

does Mr.[sic] McCann agree that 2022 LMP values were “uncommon”? If not,
please explain.

RESPONSE:
LMP prices are volatile and can vary widely from year to year. Such volatility
is common, not uncommon. It is that volatility upon which the Federal Energy

Regulatory Commission relied on when revamping electricity markets which
led to the creation of the PJM wholesale market.

ATTACHMENTS:

N/A
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 21

Q21 Referring to Mr.[sic] McCann's testimony on pages 10-11 advocating for
“equitable treatment” for customer-generators and stating that “There is no
reason why other resource owners should be treated differently than the
utility”:

(a) Is it Mr.[sic] McCann'’s position that customer-generators should be
subject to capacity requirements, as a utility is?

(b) Is it Mr.[sic] McCann's position that customer-generators should be
subject to performance assessments, as utilities are?

() Is it Mr.[sic] McCann's position that customer-generators should be
subject to penalties for non-performance, as utilities are?

RESPONSE:

(a) Customer-generators provide as available capacity just as utility owned
solar generators do.

(b) Customer-generators are penalized for non-performance by paying retail
rates when not self-supplying. Self-supply is by far the predominant use
of power generated.

(c) Customer-generators are penalized for non-performance by paying retail
rates when not self-supplying. Self-supply is by far the predominant use
of power generated. That penalty rate is much higher than that paid by
non-performing grid scale generation.
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ATTACHMENTS:

N/A
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Counsel

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 22
Q22 Referring to Mr.[sic] McCann's testimony on page 9, lines 15-17, what
percentage of Duke Energy Kentucky customers “fully escape reliance on the
centralized utility grid” through their ownership of distributed generation?
RESPONSE:
Joint Intervenors object to the question as unduly burdensome. Information
regarding Duke Energy Kentucky's customers is either publicly available or
more readily available to the Company than to Joint Intervenors.

ATTACHMENTS:

N/A
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Counsel

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 23
Q23 Referring to Mr.[sic] McCann's testimony on page 9, lines 15-17, what
percentage of owners of distributed generation resources in Kentucky
remain connected to the electric utlity [sic] grid?
RESPONSE:
Joint Intervenors object to the question as unduly burdensome. Any
information regarding owners of distributed generation resources in

Kentucky is either publicly available or not available at all.

ATTACHMENTS:

N/A
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Counsel

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 24

Q24 Referring to Mr.[sic] McCann's testimony on page 10, mentioning “Winter
Storm Elliott in 2022 that ... caused widespread outage across Kentucky and
many other states,”:

(@) How much total energy was provided to the utility grid by Duke Energy
Kentucky net metering customer-generators during Winter Storm
Elliott, i.e., on December 23 and 24, 20227 Please provide the data by
hour.

RESPONSE:

Joint Intervenors object to the question as unduly burdensome. Information
regarding Duke Energy Kentucky’'s customers is either publicly available or
more readily available to the Company than to Joint Intervenors.

ATTACHMENTS:

N/A
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 25

Q25 Referring to Mr.[sic] McCann's testimony on page 12, line 20, regarding RTO
markets not creating new resource investment, are RTOs the only entities
impacting new resource investment? If not, please describe other entities
who impact new resource investment.

RESPONSE:

FERC Orders 888 and 889 issued in 1996 were based on the premise that
short-run marginal costs as reflected in organized wholesale bulk power
markets would provide all of the economic information required to
incentivize new generation investment for within ISOs and RTOs that choose
to participate. There are economists today who still argue that the single-
price market auction for electricity will deliver the most effective investment
signal for new generation and other resources.

PJM is one of those RTOs that chose to organize such a market. It has made a
number of changes to its resource acquisition incentives to accommodate
different resource types such as renewables and dispatchable demand side
management. My point is that the RTOs have deviated from the original
premise in the FERC Restructuring Orders because the incentives in the bulk
power markets alone have not been sufficient.
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Instead, utilities and other load serving entities have had to sign power
purchase agreements with pricing and terms that better reflect long run
marginal costs because the so-called short run marginal costs supposedly
reflected in PJM LMPs do not and will not converge with long run marginal
costs. So relying solely on LMPs as reflecting long-run marginal costs is
incorrect. As such, any valuation of distributed solar resources requires
additional adjustments to those LMPs to be accurate.

ATTACHMENTS:

N/A
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 26
Q26 Does Mr.[sic] McCann confirm that the amount of energy produced by solar

generation facilities owned by customer-generators is not equivalent to the
amount exported to the utility grid by those same solar facilities?

RESPONSE:

The question is ambiguous. What is meant by the term “equivalent™ Is there
a metric being implied for determining equivalency? What is the metric for
determining the “amount exported to the utility grid"?

DEK should have these quantities in its records for what has been generated
by customers and the amounts exported.

ATTACHMENTS:

N/A
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Counsel

JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 27
Q27 Regarding Mr.[sic] McCann's testimony on page 17, lines 11-13, please
identify all stakeholders who requested an opportunity to develop alternative
forecasts.
RESPONSE:
Joint Intervenors object to the question as unduly burdensome. Information
regarding requests from stakeholders to Duke Energy Kentucky is more

available to the Company than to Joint Intervenors.

ATTACHMENTS:

N/A
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 28

Q28 Referring to Mr.[sic] McCann's testimony on page 2, lines 6-9, that
“Importantly, these customers have made long-term commitments by
investing in capital-intensive generation equipment with an expectation that
retail rates will be relatively stable over a couple of decades,” please provide
any survey results or other supporting evidence for this statement.

RESPONSE:

No surveys are required to observe that solar panels are a substantial
monetary investment with an expected operating life in excess of 20 years.
Dr. McCann relies on his three decades of experience of working with
customer groups to understand their expectations about utility
commitments made in tariffs. Dr. McCann refers DEK to James Bonbright's
book about the expectations of rate design stability, listed in response to
Q10. As further evidence California’s Governor Gray Davis was recalled in
2003 in part because of a dramatic change in electric utility rates approved
by the California Public Utilities Commission that he appointed. California’s
voters expected rate stability and expressed their dismay at the polls.

In addition, Consumer Reports published a study in 2018 finding that 52% of
respondents would install rooftop solar if they could recover their
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investment in five years, including 53% in Ohio and 57% in Tennessee.’
Further, 48% reported that they didn't feel that electric utilities cared about
lowering costs for their customers, including 51% in Ohio and 54% in
Tennessee.

ATTACHMENTS:

N/A

1 Consumer Reports 2018 Energy Utilities Survey Report, https://advocacy.consumerreports.org/wp-
content/uploads/2018/10/CR-2018-Energy-Utilities-Survey-Report-1.pdf.
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JOINT INTERVENORS KENTUCKY SOLAR ENERGY SOCIETY AND KENTUCKIANS
FOR THE COMMONWEALTH

RESPONSE TO MARCH 22, 2024 REQUEST FOR INFORMATION FROM DUKE
ENERGY KENTUCKY, INC.

Case No. 2023-00413
Question 29

Q29 Referring to Mr.[sic] McCann's testimony on page 37, line 1, that “any
transition should be done gradually,” is it Mr.[sic] McCann's position that
providing a $0.1627 credit for excess generation would constitute a gradual

transition?

RESPONSE:

Dr. McCann has not recommended an immediate adoption of this credit in a
revised NM rate. His testimony demonstrates that the credit is likely higher
than the proposed NM rate, which justifies continuing the current NM tariff
as is, contrary to DEK’s proposal to radically change the NM rate. This is
consistent with changing rates in a gradual transition.

ATTACHMENTS:

N/A
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00085, Electronic Emergency Docket Related to the Novel Coronavirus COVID-19,
this is to certify that the electronic filing was submitted to the Commission on
April 05, 2024; that the documents in this electronic filing are a true
representation of the materials prepared for the filing; and that the
Commission has not excused any party from electronic filing procedures for
this case at this time.

Byr/on L. Ga/y
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