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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Karen T. Hyde.  My business address is 1800 Larimer Street, 2 

Denver, Colorado 80202. 3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT POSITION? 4 

A. I am employed by Xcel Energy Services, Inc., a wholly-owned subsidiary of 5 

Xcel Energy Inc., the parent company of Public Service Company of Colorado.  6 

My job title is regional vice president, rates and regulatory affairs. 7 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THE PROCEEDING? 8 

A. I am testifying on behalf of Public Service Company of Colorado (“Public 9 

Service” or the “Company”). 10 

Q. HAVE YOU INCLUDED A DESCRIPTION OF YOUR QUALIFICATIONS, 11 

DUTIES, AND RESPONSIBILITIES? 12 

A. Yes.  A description of my qualifications, duties, and responsibilities is included 13 

as Attachment A. 14 
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Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 1 

A. The purpose of my testimony is to introduce a change to the administration of 2 

our solar programs to increase the transparency of incentives paid for 3 

customer-sited solar photovoltaic (“PV”) installations.  In the eight years in 4 

which we have been running our Solar*Rewards program, the cost of solar 5 

installations has dropped dramatically and as the economics have changed, we 6 

have recalibrated the incentives.  The industry has thrived as we went from up-7 

front rebate and Renewable Energy Credit (“REC”) payments to elimination of 8 

the upfront rebate and conversion of the REC payments to pay for performance 9 

incentives.  We also submitted plans, which have been approved by the 10 

Commission, to reduce in steps the pay for performance REC incentives as we 11 

acquired more and more customer-sited PV installations.  We have contracted 12 

for both customer-owned solar facilities and third party owned solar facilities, 13 

but over time the market has shifted so we are contracting for more and more 14 

third party owned facilities. We have recently worked to develop reasonable law 15 

and regulations that have encouraged the development of community solar 16 

gardens, with the first one in our territory recently going into service. 17 

  In this filing, the Company is not seeking to change the size of the solar 18 

industry and we are proposing to continue to acquire solar generation in 2014 19 

at levels generally consistent with what we are set to acquire in 2013.   20 

Nevertheless, we are seeking a change to the structure of our incentives 21 

in order to show the impact of the “net metering incentive” that has been and is 22 

being provided to customers installing PV systems to start a dialogue about the 23 
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equity of that incentive.  I note that in our proposal we do not suggest changing 1 

the level of the net metering incentive to solar customers at this time, but rather 2 

we only seek to make the incentive transparent.  In the past, each time we have 3 

introduced a change that better reflects market prices and our interest in 4 

protecting our customers from paying too much for solar power, our proposed 5 

changes have been met with industry allegations that we were “killing solar.”  6 

But clearly that is not the case here.  We are seeking to maintain our solar 7 

acquisition at levels consistent with today.  Moreover as solar policy has 8 

evolved, the industry has been able to alter their business models and adapt.  9 

In this filing, the Company is seeking to transparently show the impact of the 10 

“net metering incentive” that has been and is being provided to customers 11 

installing PV systems and to start a dialogue about the equity of that incentive.  12 

Public Service believes that this net metering incentive will need to be ramped 13 

down over time (just like the rebates and REC payments have been) or other 14 

rate design solutions will need to be developed, so that our customers are not 15 

paying too much for solar energy compared with other resource alternatives 16 

available.    17 

Ms. Kittel will introduce the Company’s 2014 Compliance Plan and the 18 

specific proposals that the Company is making for 2014.   Other witnesses will 19 

provide detail and support for the plan. 20 

Q. WHAT IS XCEL ENERGY’S GOAL? 21 

A. Xcel Energy is committed to delivering clean, safe, reliable energy at a 22 

competitive price to our customers, while also being a responsible and 23 
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integrated member of the communities we serve.  At Public Service, we strive 1 

every day to deliver this value to our 1.38 million electricity customers and 1.32 2 

million gas customers.   3 

Q. ARE XCEL ENERGY AND PUBLIC SERVICE ENVIRONMENTAL LEADERS 4 

IN THE UTILITY INDUSTRY? 5 

A. Yes.  By many measures we are the industry leader.  Xcel Energy has been the 6 

#1 wind provider at retail in the United States for nine consecutive years. We 7 

have strong energy efficiency, conservation, and demand response programs; 8 

we have actively and aggressively reduced emissions at our power plants.  In 9 

Colorado, by pursuing renewable energy leadership, energy efficiency and 10 

prudent emission reduction strategies (such as the strategy embodied in the 11 

Clean Air-Clean Jobs Act plan), we are on track to reduce CO2 emissions from 12 

our power plants by almost 35% from 2005 levels by 2020.  I have included 13 

Exhibit No. KTH-1 which is a description of some our achievements in this area. 14 

Our environmental strategy has been successful due to the support of 15 

state policy makers and our collaboration with many different stakeholders, 16 

including our customers.  In my experience, our customers want clean energy, 17 

but they demand reasonably priced power and our customers want to know that 18 

they are receiving value for their clean energy dollars.  I believe that, to date, 19 

we have been successful by managing the impact to our customer’s bills as we 20 

made strides on three primary fronts: 1) increasing the use of renewable 21 

energy; 2) encouraging energy efficiency and demand response; and 22 

3) reducing the emissions from our fossil-fueled power plants.  Figure 1 below 23 
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shows that Public Service has continued to keep our electricity rates below the 1 

national average as we have made these investments in the environment. 2 

Figure 1 
 
 

 
 

    

Q. HOW DO THE DUAL GOALS OF ENVIRONMENTAL RESPONSIBILITY AND 3 

KEEPING COSTS REASONABLE IMPACT THIS FILING? 4 

A. We think that it is time to start a dialogue, which likely will take place over the 5 

next year or so, to re-examine our solar programs and incentives, to advance 6 

the policy objectives of our State of Colorado, to meet our customers’ needs, 7 

and at the same time keep rates and bills reasonable for all customers.  High 8 

incentives for customer-sited solar facilities were initially needed to encourage 9 

adoption and to spur the market; but as adoption of solar facilities increases, 10 

and as the solar industry aspires to become mainstream aiming to install solar 11 

facilities without incentives, we need to look at the full range of incentives for 12 
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these particular projects and to look at the relative economics of the range of 1 

renewable alternatives.  2 

Q. WHAT IS STATE POLICY REGARDING ELECTRIC ENERGY? 3 

A. It is an amalgam of different discrete elements, which provide general direction 4 

but not a clear road map.  At a high level, I will quote from the preamble to 5 

Amendment 37, which was the voter passed Renewable Energy Standard 6 

(“RES”) and which is also included in Commission Rule 3651: 7 

Energy is critically important to Colorado’s welfare and 8 
development, and its use has a profound impact on the economy 9 
and environment.  Growth of the state’s population and economic 10 
base will continue to create a need for new energy resources, and 11 
Colorado’s renewable energy resources are currently 12 
underutilized. 13 

  14 
Therefore, in order to save consumers and businesses money, 15 
attract new businesses and jobs, promote development of rural 16 
economies, minimize water use for electricity generation, diversify 17 
Colorado’s energy resources, reduce the impact of volatile fuel 18 
prices, and improve the natural environment of the state, it is in 19 
the best interests of the citizens of Colorado to develop and utilize 20 
renewable energy resources to the maximum practicable extent. 21 

 22 
It is the policy of this State to encourage local ownership of 23 
renewable energy generation to improve the financial stability of 24 
rural economies. 25 

 

 I note that in 2004 when this language was written, the Public Service load was 26 

growing at a fairly healthy annual rate.  Today, due to the lingering impacts of 27 

the recession and due to our successful demand side management and 28 

efficiency programs, the Company’s load growth is projected to be only 21 MW 29 

per year. 30 
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In addition to supporting the development of renewable energy, 1 

Colorado law and regulations also encourage demand side management, 2 

emissions reduction, technological innovation, transmission expansion, and, 3 

above all else, reliable electric service at just and reasonable rates.  However 4 

there is no one place where the legislature or the people have told us how to 5 

balance these potentially competing objectives or when objectives are in 6 

conflict with each other, which one wins.  I think it is important for our Company, 7 

the Commission, and the parties to this docket to have a broad discussion in 8 

this docket about the 2014 RES Compliance Plan and to set some steps in 9 

motion for the longer time horizon. 10 

Q. WHAT IS THE STATE OF THE SOLAR INDUSTRY IN COLORADO? 11 

A. The solar industry is thriving in our service territory and the price of solar 12 

energy is declining.  To date, our Solar*Rewards program has resulted in 13 

approximately 160 MW and 15,400 photovoltaic (PV) systems installed in 14 

Colorado (based on May 2013 Solar*Rewards Cumulative Report). These 15 

customer-sited PV systems are generating an estimated 238,000 MWh of 16 

energy annually. These projects have benefitted from more than $280 million in 17 

Solar*Rewards incentives through rebates and REC payments. 18 

Q. WHAT IS THE COMPANY’S RECOMMENDED LEVEL OF SOLAR 19 

ACQUISITION IN THIS DOCKET? 20 

A. We propose to open up 36 MW of Solar*Rewards with REC payment incentives 21 

continuing on the path they have been on – declining in steps as more 22 

customer-sited solar systems are added and to acquire 6.5 MW of solar 23 



 

8 

gardens through the Solar*Rewards Community program in 2014.  This 1 

proposal is designed to keep the industry at about the level that they are at 2 

today for 2014.  As I will explain in more detail, the Company would also like to 3 

introduce more transparency into the level of incentives paid to new solar 4 

installations in 2014.  5 

Q. IS THE DECLINING PRICE OF SOLAR PANELS THE ONLY REASON FOR 6 

THE GROWTH OF SOLAR IN COLORADO?   7 

A. No.  While declining solar panel prices are important to the growth of solar in 8 

Colorado, state and federal incentives are a significant reason why the solar 9 

industry is growing.  Those incentives include federal tax incentives, state sales 10 

tax incentives, and incentives paid by the utility and recovered from its 11 

customer base.  In this 2014 RES Compliance Plan, we will focus on the 12 

incentives paid by the utility. 13 

Q. ARE THE UTILITY INCENTIVES FOR CUSTOMER-SITED SOLAR 14 

INSTALLATIONS TRANSPARENT? 15 

A. Yes and no.  The incentive that the Company pays for RECs is transparent, but 16 

the incentive paid through net metering is not transparent today.  The Company 17 

is proposing in this plan that we increase the transparency of the net metering 18 

incentive. 19 

Q. ARE THERE INDICATIONS THAT THE INCENTIVES IN TOTAL MAY BE 20 

TOO HIGH? 21 

A. Yes.  In the last couple of years, we have transitioned from up-front payments 22 

to a structure of declining pay-as-you-go incentives.  While this has reduced the 23 
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incentive and spread out over time the cost of customer-sited solar to our non-1 

participant customers, it does not seem like the reductions in utility incentives 2 

are keeping pace with the reduction in the cost of solar installations because 3 

the number of installations continues to grow.  For example, earlier in 2013, the 4 

Company sold out our available capacity allotted for small solar installations 5 

and subsequently reached a settlement with the solar industry to make 6 

additional capacity available for the year, potentially making 2013 the year with 7 

the highest number of solar installations in the state’s history.1 8 

At the same time, the customer-sited solar market has moved from 9 

primarily customer-owned systems to predominantly third party-owned 10 

systems. The third party owners of these customer-sited systems appear to 11 

leverage both financing and tax breaks to further reduce the effective cost of 12 

these systems, but the industry has not been forthcoming in explaining these 13 

structures in order for us to “right-size” the incentives needed to attract 14 

participation in our programs.  During the recent “hold” period (in which the 15 

Solar*Rewards small program was on hold pending approval of a settlement in 16 

Commission Docket No. 13A-0527E), the Company received 23 applications 17 

for third party-owned systems seeking no REC payment incentives at all.  18 

Although we do not understand the economic basis for these (supposedly) 19 

incentive-free applications, they are evidence that the REC payment incentives 20 

may not be necessary and that significant hidden net metering incentives are 21 

promoting the construction of solar generation in Colorado. 22 

                                                           
1 The Commission approved this settlement in Docket No. 13A-0527E by Decision No. C13-0703 (June 
18, 2013). 
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Q. CAN YOU DESCRIBE THE INCENTIVES THAT HAVE BEEN PAID BY THE 1 

UTILITY TO PARTICIPANTS IN THE CUSTOMER-SITED SOLAR 2 

PROGRAMS? 3 

A. Yes.  In addition to federal, state, and local tax incentives for solar PV panel 4 

installations, the law has included three incentives paid by the utility and its 5 

customers to owners of on-site solar PV: 6 

1. An upfront rebate payment to defray the cost of installation of 7 

generation (this incentive is no longer part of the Company’s 8 

Solar*Rewards program); 9 

2. A payment for RECs (originally paid up front for all small 10 

customer-owned systems but now paid over 10 years for small 11 

customer-owned systems and over 20 years for other customer-12 

sited systems); and 13 

3. Net-metering of electric usage, including roll-over from month to 14 

month of any surplus production. 15 

Q. WHAT IS NET METERING? 16 

A. Under net metering, a customer with a roof-top solar system provides for his or 17 

her own energy need from the solar system when the solar generation is 18 

sufficient, and relies on the local utility to meet the customer’s electricity needs 19 

when it isn’t.  When a net-metered customer’s solar system is generating more 20 

electricity than needed in real time, that generation flows on to the grid and is 21 

used by the utility to serve other customers; the net-metered customer is 22 

granted a credit for that excess generation which is used to offset the 23 
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generation the customer pulls from the grid to serve the customer’s electricity 1 

needs when its solar system isn’t generating.  In effect, the solar customer is  2 

getting credit for his solar generation at the utility retail rate (a rate that recovers 3 

the utility’s cost of generating, transmitting, and distributing electricity), even 4 

though the customer is using those utility systems all the time. Figure 2 shows 5 

these dynamics. 6 

Figure 2 – Summer generation and load pattern 

 7 

Q. WHY DO YOU REFER TO NET METERING AS AN “INCENTIVE?” 8 

A. Net metering is an incentive because it has other utility customers cover some 9 

of the costs that would otherwise be imposed on the customer with solar 10 

panels. In this way, it is an incentive, just like the former rebate payments and 11 
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the current REC payments, and the federal and state tax incentives.  All of 1 

these incentives shift away from the solar customer costs that are incurred in 2 

relation to the solar installation, by having them picked up by others (utility 3 

customers or taxpayers).  A net metered customer uses utility generation and 4 

the utility grid, but does not pay the costs associated with this use.  Ultimately, 5 

this cost is shifted to other customers. 6 

Under the Colorado law, a net metered customer still pays only a fraction 7 

of the energy bill of a customer without a solar system; the solar system 8 

effectively “makes the meter run backwards” when the sun is shining.  For 9 

some customers, the solar system may reduce the customer’s annual utility bill 10 

to zero or even give them a credit.  Nevertheless, every solar customer 11 

continues to receive benefits from the utility system that are the same or 12 

greater than the benefits received by his or her non-solar neighbor – solar 13 

customers are either pulling power from the grid or pushing power to the grid all 14 

the time.   15 

Q. WHAT IS THE BASIS FOR THE NET METERING INCENTIVE? 16 

A. Currently the net-metering incentive is established by statute.  In Colorado, net 17 

metering can be “rolled over” from month to month.  When first passed, the net-18 

metering incentive allowed customers to offset their electric consumption by 19 

their solar production, allowed the roll-over of surplus production from month to 20 

month, and required utilities to pay the customer annually for any cumulative 21 

excess generation over usage at the cost of average system incremental 22 

energy cost.  There have been only two changes to the net-metering law over 23 
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time.  First, the annual cash-out is now at the customer’s option; the customer 1 

can elect to continue to roll-over excess energy to future months and years.  2 

Second, the law now specifies that solar installations are limited in size to 120% 3 

of the customer’s average annual electricity consumption at the site.  4 

Q. HOW DOES NET METERING IMPACT A CUSTOMER’S BILL? 5 

A. The impact of the net-metering incentive on customer bills varies by rate class 6 

because of rate design.  Net metering allows a customer to essentially bank 7 

kWh credits when its generation exceeds its load and use that credit when load 8 

exceeds generation.  Some customers, like most residential and small 9 

commercial customers, pay for electricity based on a two part rate – first they 10 

pay a service and facilities charge that is fixed monthly and the remainder of 11 

the bill is based on fees that vary based on the kilowatt hours of energy 12 

consumed.  Larger commercial and industrial customers pay a three part rate – 13 

a service and facilities charge that is fixed monthly, a demand change that is 14 

based on the  maximum kW of electricity drawn during the billing period,  and a 15 

kilowatt hour energy charge.  The relative value of the net-metering incentive is 16 

highest for customers on a two part rate and lowest for customers on a three 17 

part rate. 18 

Q. IF THE NET METERING INCENTIVE WERE BASED ON COST CAUSATION 19 

FOR RESIDENTIAL AND SMALL COMMERCIAL CUSTOMERS, WOULD IT 20 

BE STRUCTURED AS IT IS TODAY? 21 

A. Not for most customers.  In general, solar PV generation peaks around solar 22 

noon.  However, our customers’ loads peak later in the day, so the average 23 
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customer will use some portion of the generation, transmission, and distribution 1 

systems later in the day as their load peaks and their solar generation 2 

diminishes.  In addition, solar customers are typically injecting into the 3 

distribution system significantly more energy at some hours of the day than 4 

they are using.  Under the current net metering structure, customers use that 5 

excess generation as a credit to their bill in other hours in the day and other 6 

days or months of the year.   7 

Q. WHAT IS THE IMPACT OF THIS NET METERING INCENTIVE? 8 

A. The solar generation does reduce some costs of the generation and distribution 9 

system but the bottom line is that customers with customer-sited solar systems 10 

are not paying for the electric system that they use everyday even after the 11 

savings are factored in.  Instead over time those costs are paid for by the 12 

customers who don’t have a solar system.  The net metering incentive also 13 

reinforces the inaccurate perception held by many customers that they are not 14 

using the utility system to serve their electric load.     15 

Q. DOES PUBLIC SERVICE HAVE OTHER PROGRAMS WHERE CUSTOMERS 16 

DO NOT PAY FOR THE FULL COST OF SERVING THEM? 17 

A. Yes.  There are other examples where utility rates vary from strict cost 18 

causation principles in order to either simplify rates or to advance a public 19 

policy.  For example, the Company’s residential rates are the same for all 20 

customers in our service territory, regardless of whether the customers are in 21 

rural areas or urban or suburban areas.  It is more expensive to serve 22 

customers in rural areas because of the longer distances required for facilities 23 
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and due to lower customer density.  Another example where we depart from 1 

strict cost causation principles are the incentives that we provide under our 2 

demand side management program; this is a program that can result in lower 3 

utility bills for participants in the program but higher rates for non-participants. 4 

The Company’s concerns regarding the net metering incentive are three 5 

fold.  First, the net metering incentive is not transparent as are the DSM 6 

incentives. Second the net metering incentive may be too high relative to the 7 

cost of solar system installation, resulting in the Company paying too much to 8 

acquire customer-sited solar generation.  Third, there may be less costly ways 9 

for the Company to meet our retail distributed generation requirements and for 10 

the Company to acquire more renewable energy; in order for these 11 

comparisons to be made, it is important that the true costs of each resource be 12 

apparent.  13 

Q. WHY DO YOU SAY THAT THE NET METERING INCENTIVE MAY BE TOO 14 

HIGH RELATIVE TO THE COST OF SOLAR SYSTEM INSTALLATION? 15 

A. To come to this conclusion, I am piecing together some bits of information: 16 

• First the Company recently received 23 applications for the installation of 17 

customer-sited solar PV systems with no REC incentives and just net 18 

metering.  To me this indicates that the net metering alone is incentive 19 

enough to support solar installations in some situations.  As the cost of 20 

installations continues to fall over time, the current net metering incentive 21 

will likely be higher than needed to support the public policy goal of industry 22 

support. 23 
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• Second, advocates call for removing the 120 percent system size limitation.  1 

Installations above 100% of a customers load only get credit for energy 2 

(essentially fuel and purchased power) which is much less than the net 3 

metering incentive today.  The push for larger installations could be an 4 

indication that net metering is already higher than needed to install 5 

systems. 6 

• Third, the solar industry has anecdotally indicated that net metering alone 7 

can support expansion of roof top solar.  In a recently-issued  report that I 8 

will discuss in more detail later, the solar industry emphasized a desire to 9 

“strengthen net metering” policies and to expand the net metering incentive 10 

to municipal and cooperative providers.  They did not indicate in that report 11 

that a REC payment incentive was needed to promote continued 12 

deployment.   If the net metering incentive is sufficient incentive today, then 13 

as the costs to install solar technology decline and/or utility grid costs 14 

increase (thereby increasing the net metering incentive), it is likely that the 15 

net metering incentive will be more than needed for our company to acquire 16 

sufficient solar facilities  to comply with the RES. 17 

• The fourth point is that our 2013 small program is currently receiving an 18 

incentive of $.05/kWh for the small third-party system incentive REC 19 

payments, while the medium program is currently only 65% subscribed at a 20 

higher REC incentive level of $.07/kWh.  The difference is that the majority 21 

of customers who would install medium-sized systems are on a three part 22 

rate, which as I explained earlier provides these customers with a lower net 23 
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metering incentive.  Interestingly, we have seen large residential customers 1 

installing systems over 10 kW and qualifying for the higher medium 2 

program incentive.  The medium program was designed for customers on a 3 

demand differentiated rate so we propose to change the threshold level for 4 

the small program from 10 kW to 25 kW to ensure that larger residential 5 

installations receive the appropriate incentive level given their rate 6 

structure. 7 

Q. IN BRINGING UP THE TRANSPARENCY AND EQUITY OF THE NET 8 

METERING INCENTIVE IN THIS PLAN, IS THE COMPANY SEEKING 9 

APPROVAL OF CHANGES TO THE POLICY IN THIS DOCKET? 10 

A. Yes, we propose to the Commission that it is time to start recognizing the net 11 

metering incentive as an incremental cost of customer sited solar and to include 12 

that cost in the RESA.  This transparency will not change immediately who 13 

pays for the incentive – it will still be socialized and recovered from all 14 

customers who pay the RESA.  In other words, our proposal does not 15 

immediately change the economics of installing PV for our customers, but it 16 

does shine a light on the magnitude of the issue so that we can have a more 17 

informed debate about the appropriate level of incentives going forward. 18 
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Q. BASED ON THE CURRENT RESIDENTIAL TARIFF STRUCTURE, WHAT IS 1 

THE NET METERING INCENTIVE PER kWh OF CUSTOMER SITED SOLAR 2 

GENERATION? 3 

A. For the residential customers we estimate the incentive is approximately 5.9 4 

cents per kilowatt hour. We have calculated this based on our tariff rate design 5 

and using the results of our recent DG study to determine the benefits of solar 6 

based on that rate design.  Our average residential retail rate is about 10.4 7 

cents per kilowatt hour which is composed of about 4.1 cents for generation 8 

capacity, 3.4 cents for fuel and purchased energy, 0.7 cents for the 9 

transmission system and 2.3 cents per kilowatt hour for the distribution system.  10 

Based on our rate structure, we estimate that solar generation avoids about 11 

1.1 cents by avoiding a portion of the generation system and 0.1 cent in losses 12 

and all of the cost of fuel and purchased energy for each kilowatt hour of solar 13 

generation.  That leaves 3 cents per kilowatt hour in generation costs, 0.7 14 

cents for transmission and 2.2 cents for distribution that are not saved or 15 

avoided by the solar generation and are ultimately picked up by other 16 

customers.  17 

Q. IS THERE A SIMILAR NET METERING INCENTIVE FOR CUSTOMERS 18 

PARTICIPATING IN A SOLAR GARDEN? 19 

A. Yes, although it is much smaller.  Traditional net metering customers receive a 20 

credit for the full retail rate (except for the service and facilities charge).  The 21 

retail rate pays for the transmission, distribution, and generation systems as 22 
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well as the labor and overhead costs needed to operate and maintain an 1 

electric utility.  Customers participating in a solar garden through the 2 

Solar*Rewards Community program continue to pay for the distribution and 3 

transmission systems, so their net metering incentive is lower. 4 

Q. HAVE YOU DONE A SIMILAR CALCULATION FOR THE MAJOR RATE 5 

CLASSES FOR BOTH SOLAR*REWARDS AND SOLAR*GARDENS? 6 

A. Yes.  Mr. Brockett provides the details of the 2014 calculations and I 

summarize them here in Table 1. 

Table 1 – Net Metering Incentive 

 

 

 

 

 

Q. DOES YOUR CALCULATION REFLECT ALL OF THE BENEFITS OF SOLAR 7 

GENERATION? 8 

A. This calculation is net of the benefits of solar generation as they flow through 9 

our cost of service and rate design today.  We reflect the benefits of lower 10 

emissions and renewable energy in our RES/No RES modeling in our RES 11 

Plan.  This analysis filters those benefits to those that actually impact the rates 12 

that our customers pay.  Our customers pay tariff rates that do not include costs 13 

of avoided emissions and other environmental benefits, so from a ratemaking 14 

 Solar*Rewards Community Solar *Rewards 

R $0.03353/kWh $0.05879/kWh 

C $0.03281/kWh $0.05356/kWh 

SG $0.02828/kWh $0.01582/kWh 

PG $0.01743/kWh $0.01737/kWh 
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view, I think we have fairly assessed the net metering incentive net of the 1 

benefits of solar generation.  2 

Q. AT A HIGH LEVEL, WHAT IS THE COMPANY’S PROPOSAL IN THIS 3 

DOCKET? 4 

A. Our proposal is to be transparent about the net metering incentive and to reflect 5 

the net metering incentive and recover the costs of this incentive for new 6 

installations through the RESA.  So that this change is revenue neutral, we also 7 

propose that an equal amount be credited to the ECA until rate design is 8 

addressed in the next Phase 2 rate case.   9 

Q. WHAT IS MINIMUM LEVEL OF ACQUISITION THAT THE COMPANY 10 

WOULD NEED FOR COMPLIANCE? 11 

A. The Company is ahead of minimum compliance with the RES today, and 12 

therefore technically we could acquire no additional customer-sited solar 13 

installations and we would satisfy the RES retail distributed generation standard 14 

in 2014.  However, we have calculated that in order to meet the RES retail 15 

distributed generation standard in 2030, we will need to add between 6.5 MW 16 

and 10 MW of customer-sited generation per year, depending on how many 17 

MW are added in 2013.  This 6.5 MW – 10 MW per year would provide a glide 18 

path or soft landing in 2030, so that we are complying with the RES without 19 

creating boom and bust cycles for the industry over time.    20 

We believe that it is important to reflect through our RESA the true cost 21 

of customer-sited solar energy, because this resource is competing with other 22 

forms of renewable generation for the limited RESA dollars. If the Commission 23 
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disagrees with our proposal to reflect the net metering incentive in the RESA, 1 

then the Company’s recommendation would be to limit the amount of customer-2 

sited solar energy that we acquire to near this minimum amount until 3 

appropriate statutory changes can be achieved to address net metering.  To be 4 

clear, this limitation would be disruptive to the solar industry and it is not the 5 

Company’s preferred path.   6 

Q. WHAT IS GAINED BY THE TRANSPARENCY? 7 

A. We will all be able to see the magnitude of the incentive and factor that into our 8 

discussion about appropriate incentive levels, rate design, cost responsibility, 9 

resource planning decisions, and necessary legislative changes.   10 

Q. DID THE COMPANY RECENTLY SUPPORT A SETTLEMENT WITH THE 11 

SOLAR INDUSTRY TO MAKE MORE SOLAR REWARDS CAPACITY 12 

AVAILABLE IN 2013 WITHOUT THIS TRANSPARENCY? 13 

A. Yes and I would like to explain why.  In April, as the customer-sited industry 14 

could see that they were approaching the annual MW limit in our 2013 RES 15 

Plan within weeks, they drafted and sought sponsors for legislation that would 16 

have required Public Service to add about 200 MW of new solar capacity at 17 

REC incentive levels spelled out in statute.  Not only would this legislation have 18 

dramatically increased our mandatory purchase of customer-sited solar energy 19 

and RECs, but it also would have slowed down the pace of REC incentive 20 

reductions that had been a feature of the Company’s approved RES 21 

Compliance plans for the last couple of years.  The legislation would have 22 

locked these REC incentive levels into statute and removed the ability of the 23 
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Company or the Commission to reduce incentive levels, to moderate the pace 1 

of installations, to control RESA spending, or to ensure that incentives were in 2 

line with those needed to achieve compliance with the statutes.  In general, 3 

Public Service was concerned that if this legislation were to pass, then we 4 

would be required to pay too rich an incentive to acquire solar energy, and we 5 

were concerned that our limited RESA funds would be devoted only to solar, 6 

limiting our ability to contract for more cost-effective renewable resources, like 7 

wind.  Rather than fight the solar industry’s rather ambitious solution to what we 8 

viewed was a smaller temporary problem with our 2013 RES Plan, we opted to 9 

support a settlement to open up a limited number of MW at more rapidly 10 

declining REC incentive levels in 2013 and keep the debate over incentive 11 

levels and appropriate MW of solar acquisition at the Commission.   12 

Q. HAS THE INDUSTRY MADE ANY RECENT PROPOSALS? 13 

A. Yes.  On June 27th, the Environment Colorado Research and Policy Center 14 

issued a report entitled “A Million Solar Roofs for Colorado”.  The local solar 15 

industry, represented by COSEIA, is actively supporting and promoting the path 16 

outlined in the report.  They have made supportive statements to the press and 17 

are prominently advocating for the plan on their website.   18 

Q. CAN YOU SUMMARIZE THE RECOMMENDATIONS IN THE REPORT? 19 

A. Yes.  The report sets out a self-characterized “bold plan” to deploy 3,000 MW of 20 

solar in Colorado by 2030, by increasing the RES to 50% by 2030, requiring at 21 

least half of the 3,000 MW be acquired through customer-sited solar 22 

installations, and by promoting central station solar and solar hot water 23 
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applications.  Importantly, the report calls for “strengthening net metering 1 

policies” and by expanding net metering to municipal and cooperative utilities.   2 

On the face of the report, I think it is apparent that the net metering incentive is 3 

viewed as a key incentive for solar installations.   As I noted earlier, the 4 

Company has 1.38 million electric customers.  It is obvious that the impact on 5 

non-solar customers of such a significant expansion of net metering given 6 

today’s rate design would be unjust and unreasonable.       7 

Q. IS THE SOLAR INDUSTRY PROPOSAL A GRADUAL MARKET 8 

EXPANSION? 9 

A. No.  This announcement, even if it is viewed as only aspirational, indicates that 10 

the roof top solar industry is interested in moving from a niche market to a 11 

major market participant.  But the Company and this Commission must 12 

ultimately consider the true economics of roof top solar and whether it is the 13 

most cost-effective way to acquire renewable energy and achieve 14 

environmental improvement.  We hope that this is just an “opening salvo” and 15 

that the solar industry is indeed interested in how to accomplish the long term 16 

environmental goals of the state of Colorado in a way that is both transparent 17 

and fair to our customers, both those customers who participate in our solar 18 

program and those customers who don’t participate in the programs and in how 19 

to make the most efficient use of the funds that we have to spend on our entire 20 

portfolio of renewable energy.   21 
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DOES THE COMPANY SUPPORT SUCH A DRAMATIC EXPANSION OF NET 1 

METERING? 2 

A. No.  We think that we need to look at a bigger picture and consider customer-3 

sited solar as part of a comprehensive and cost-effective plan to reduce 4 

emissions and not conclude without full consideration of alternatives that 5 

customer-sited solar should be our predominant renewable resource going 6 

forward. 7 

Q. WHY IS THE COMPANY BRINGING UP THE NET METERING INCENTIVE 8 

AND THE TRANSPARENCY AND EQUITY CONCERNS WITH IT AT THIS 9 

TIME? 10 

A. The Company recently completed a distributed generation study to look at what 11 

value solar brings to the Public Service system. In 2009, the Company 12 

proposed a minimum residential bill to cover a portion of the transmission and 13 

distribution system costs that were not being recovered from customers with 14 

customer-sited solar installations who were on two part rate tariffs.  At the time 15 

of our proposal, we had about 3,000 Solar*Rewards customers.  There was 16 

significant grass roots reaction opposing the tariff change.  Through 17 

discussions with the solar industry and the then Governor’s Energy Office, the 18 

Company agreed that it would withdraw that portion of its Phase 2 rate case 19 

and launch a study to specifically look at the value of distributed solar 20 

generation.  That report was completed by the Company in May 2013 and was 21 

submitted to the Commission in Docket No. 11M-426E. The Commission has 22 

sought comments by interested parties by August 30th in that docket. 23 
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Q. WHAT WERE THE CONCLUSIONS THE COMPANY REACHED FROM THE 1 

REPORT AND ANALYSIS? 2 

A. Because of the divergence between when solar generates and when our 3 

customers use energy, there is almost no benefit created by customer-sited 4 

solar in terms of any avoided investment in our distribution and transmission 5 

systems; further, the study demonstrated that only a portion of the credit 6 

currently offered for avoided generation is warranted.  The study’s author, Kent 7 

Scholl, is providing testimony in support of the study and its findings in this 8 

docket.  Mr. Brockett quantifies the net metering incentive based on the 9 

Company’s current rate design.   10 

Q. DOES THE COMPANY CONSIDER THE VALUE OF SOLAR GENERATION? 11 

A. Yes.  We continue to calculate the benefits of solar on avoided generation 12 

capacity and energy and reduced system losses and emissions through the 13 

“RES” and “No-RES” calculations and use the peak value of solar generation 14 

capacity to reduce our acquisitions consistent with the Commission’s direction 15 

in our Electric Resource Planning docket.  We propose to calculate the net 16 

metering incentive based on current rate design with recognition of the benefits 17 

of solar that impact components of the current tariff rates.   18 

Q. DOES THE COMMISSION NEED TO TACKLE THE WHOLE ISSUE OF THE 19 

NET METERING INCENTIVE IN THIS RES COMPLIANCE PLAN? 20 

A. No.  This 2014 RES Compliance Plan is a plan for one year – 2014.  The 21 

Company has been approached by the Colorado Energy Office to see if 22 

facilitated discussions among stakeholders could define how to quantify and 23 
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incorporate system costs and benefits into new rate designs. The Company will 1 

be filing our next RES compliance plan in March 2014 and we could introduce 2 

the outcome of those discussions or other proposals at that time or in a Phase 3 

2 electric rate case to be filed later in 2014. It is our hope that these discussions 4 

will lead to consensus legislation that will appropriately address net metering. 5 

Q. IS THE COMPANY’S GOAL IN MAKING THE NET METERING INCENTIVE  6 

TO CHANGE WHO PAYS FOR THE INCENTIVE? 7 

A. No, not at this time.  Through the testimony of Mr. Brockett, the Company 8 

proposes to debit the RESA for the net metering incentive for new installations 9 

in 2014 and credit the ECA with the amounts of the net metering incentive.  10 

This means that non-participant customers will be in the same position on a net 11 

basis that they are today. However, this change in accounting should track and 12 

highlight the extent of the net metering incentive on the Public Service system 13 

to inform discussions on how to address this problem. 14 

Q. DOES THE COMPANY BEAR THE COSTS OF THE NET METERING 15 

INCENTIVE BETWEEN RATE CASES? 16 

A. Yes, to some extent.  The Company’s electric rates through the end of 2014 17 

were set based on a multi-year plan (“MYP”) that included an estimate of sales 18 

growth, which in turn included an estimate of the expansion of customer-sited 19 

solar.  Due in part by the high incentives and rapidly declining system costs, the 20 

industry has grown faster than projected and therefore the Company is bearing 21 

the marginal impact between rate cases. As I stated earlier, the Company is 22 
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proposing in this case a revenue neutral solution; we are not trying to augment 1 

the bargain that we struck in the MYP.  2 

Q. ISN’T THIS A LOT OF MOVEMENT BETWEEN CLAUSES FOR NO CHANGE 3 

IN THE BOTTOM LINE? 4 

A. I think the benefit of this proposal is that we will start to see the impact of 5 

continuing to expand the roof top solar industry and it will allow parties to have 6 

a better discussion about how to structure and pay for incentives in the long 7 

term.   8 

Q. IS THE COMPANY PROPOSING ANY CHANGE TO CUSTOMERS WHO 9 

CURRENTLY HAVE INSTALLED PV? 10 

A. Absolutely not – we will continue to honor our arrangements with existing 11 

customers and, as I indicated, our proposal to introduce transparency does not 12 

change the economics for new customers at this time. 13 

Q. IS THE COMPANY MAKING ANY SPECIFIC PROPOSAL TODAY 14 

REGARDING THE APPROPRIATE BALANCE BETWEEN CUSTOMER-15 

SITED SOLAR, SOLAR GARDENS, LARGE CUSTOMER-SITED 16 

DEPLOYMENT, AND CENTRAL STATION SOLAR DEPLOYMENT? 17 

A. No for several reasons.  The Company is in the process of evaluating bids for 18 

other renewable energy options, including central station utility-scale wind and 19 

solar bids in our 2013 All Source Solicitation in Phase 2 of our 2011 Electric 20 

Resource Plan Docket No 11A-869E.  We expect that we will have larger scale 21 

solar bids at a considerable savings when compared with either customer-sited 22 

solar or solar garden deployments.   23 
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Q. DO CHANGES TO THE NET METERING INCENTIVE REQUIRE 1 

LEGISLATION? 2 

A. Depending upon the solution that we reach with our stakeholders, we may need 3 

a legislative change. For example, we could determine that it is reasonable to 4 

recover the costs of the generation, transmission, and distribution systems 5 

through a minimum bill mechanism, which would not require legislation.  We 6 

could also move toward unbundled rates that allow for net metering to apply to 7 

only certain appropriate billing components.  However, if we opt for other 8 

pricing models that change the monthly roll-over feature of the current 9 

incentive, there may need to be changes to the statutes.  Again, the next 10 

available opportunity for the Company to propose bill changes is likely a Phase 11 

2 electric rate case in the second half of 2014.  Depending on the ultimate 12 

resolution to net metering, other incentives, like the REC payment incentive, 13 

may need to temporarily be adjusted upward.   14 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 15 

A. Yes, it does. 16 
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