BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of the General Investigation to )
Examine Issue Surrounding Rate Design for ) Docket No. 16-GIME-403-GIE
Distributed Generation Customers. )

INITIAL COMMENTS OF
SOUTHERN PIONEER ELECTRIC COMPANY
JOINED BY THE KANSAS ELECTRIC COOPERATIVES, INC.

COMES NOW Southern Pioneer Electric Company (“Southern Pioneer”) and pursuant to
the State Corporation Commission of the State of Kansas (“Commission™) Order Opening
General Investigation (“Order”) and Order Setting Procedural Schedule (“Procedural Schedule™),
hereby files the following initial comments. The Kansas Electric Cooperatives, Inc. joins in
support of Southern Pioneer’s comments.

I Background

1. Southern Pioneer is a not-for-profit, taxable Kansas corporation with its principal
place of business located in Ulysses, Kansas, and distribution and customer service offices in
Liberal and Medicine Lodge, Kansas. Southern Pioneer serves 17,100 retail customers in 34
communities located in all or some ten south central and southwest Kansas counties. Southern
Pioneer is a certificated electric public utility regulated by the Commission and is a wholly
owned subsidiary of Pioneer Electric Cooperative, Inc., a not-for-profit Kansas member-owned
electric cooperative not subject to Commission regulation pursuant to the provisions of K.S.A. §

66-104d.



2. On July 12, 2016, the Commission issued the Order opening this general
investigation docket in order to examine various issues surrounding rate structure for Kansas
distributed generation (“DG”) customers.'

3. The Order further provides that all Kansas electric public utilities subject to the
Commission’s jurisdiction over retail rates are hereby made a party to this proceeding and must
enter an entry of appearance no later than thirty (30) days from the date of the Order?, and file
within forty five (45) days from the date of the Order written comments on how the general
investigation should proceed to minimize the need for extensive comment periods3.

4. On August 3, 2016, and August 26, 2016, Southern Pioneer filed its entry of
appearance and filed initial Response Comments, respectively.

5. On February 16, 2017, the Commission issued an order setting the Procedural
Schedule to include the submission of initial comments by the parties with supporting affidavits
by no later than March 17, 2017 at 5:00 PM*.

6. These additional comments are provided in accordance with the Commission’s
adopted Procedural Schedule.

I Additional Initial Comments

7. Southern Pioneer emphasizes that the costs, benefits, and rates appropriate for

Distributed Generation (“DG”) tend to be unique to each utility and to different DER

technologies.” While it may be desired to have a one-size-fits-all result, the industry has largely

' Docket No. 16-GIME-403-GIE, Order Opening General Investigation, Ordering Clause A, p. 5 (July 12, 2016)
(“Order Opening”).

2 Order Opening, Ordering Clause C, p. 5.

* Order Opening, Ordering Clause D, pp. 5-6.

4 Docket No. 16-GIME-403-GIE, Order Setting Procedural Schedule, Findings and Conclusions, p. 3 (February 16,
2017)

5 Southern Pioneer would note that while the term DG typically refers to generation resources, other stakeholders
may also include energy storage resources as DG. Typically, the term Distributed Energy Resources (“DER”) is
used when discussing both energy generation and energy storage resources.
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concluded that while it may be possible to establish general guidelines, the outcomes and
implementation of rates for DG need to be utility specific. In other words, results and appropriate
responses cannot be assumed or generalized across all utilities or even types of DG technologies.

8. Southern Pioneer currently has three active renewable DG customers on its 17,100-
meter system. While this is a minimal number of DG customers, Southern Pioneer is experiencing
an increasing number of inquiries and applications for behind the meter DG, particularly small
wind and rooftop solar.

9. Southern Pioneer understands and accepts the reality that the nature of electricity
delivery, consumption, generation and the grid itself, as we have known it in the past and today, is
changing rapidly. Technologies are increasingly becoming available to consumers that allow them
to generate a portion of their own electricity, respond to prices, reduce (or increase) demand on
the distribution system, or store electricity for use at a later time. These technologies are becoming
more affordable, and many in the industry project substantial growth in the adoption of DG
technologies. As a result, it is important that all stakeholders (regulators, utilities, DG customers,
vendors, etc.) understand and transparently discuss how DG impacts (1) individual consumers thru
rate design, (2) grid reliability; and the relationship to the location, timing, and level of DG
penetration, and (3) the cost of providing safe and reliable electricity to all customers.

10.  In its Order, the Commission noted that it, “[D]esires a thorough and thoughtful
discussion of the appropriate rate structure for DG including the quantifiable costs and quantifiable
benefits of DG.” The industry has completed much research and debate related to the costs and
benefits of DG. This has played out in the form of net metering policy reviews, value of DG
studies, rate design proposals, community solar programs, and other policy and rate-related

initiatives. Southern Pioneer observes that the identification and quantification of costs and



benefits of DG are two areas that often result in disagreement between stakeholder groups. As it
relates to its rates and policies, Southern Pioneer, strongly advocates for an approach that considers
these issues from the perspective of the costs and benefits incurred or realized on the electric
system. These are the costs and benefits upon which Southern Pioneer’s rates are based.
Expanding the scope into costs and benefits that cannot be quantified or have no relationship to
Southern Pioneer’s cost of service and ratemaking should not directly influence the Commission’s
or Southern Pioneer’s approach to ratemaking. Examples of such costs or benefits that Southern
Pioneer believes are often not quantifiable or may be not appropriate to consider in setting electric
rates include societal benefits. Such benefits are evident in many areas beyond DER, such as
utility scale renewables; however, they are not considered in determining Southern Pioneer’s rate
levels or rate designs at the Commission.

11.  The quantifiable costs and benefits that Southern Pioneer would recommend for
consideration in this investigation are those that are quantifiable costs and benefits to the utility.
This recommendation is consistent with what is being used elsewhere in the industry, such as was
approved by the Public Service Commission of South Carolina (“South Carolina PSC”) in Order
No. 2015-194. In this case, the Office of Regulatory Staff (“ORS”), at the direction of the South
Carolina PSC conducted a similar investigation with a similar purpose to that being conducted by
this Commission. The settlement agreement offered by the parties and approved by the South
Carolina PSC included a Value of DER methodology to determine the quantifiable costs and
benefits of DER to the utility. The costs and benefits include:

+/- Avoided Generation Energy
+/- Avoided Generation Capacity

+/- Ancillary Services



+/- Transmission & Distribution Capacity
+/- Avoided Criteria Pollutants
+/- Avoided CO2 Emissions Costs
+/- Fuel Hedge
+/- Utility Integration & Interconnection Costs
+/- Utility Administrative Costs
+/- Environmental Costs
The methodology applies to individual utilities given their specific situation and data.

12.  Related to the above, electricity generation characteristics from DER such as wind
or solar DG are different from most forms of traditional generation. They are by nature;
intermittent, largely unpredictable, not dispatchable and subject to weather conditions. In addition,
for a rural electric utility like Southern Pioneer and the state’s electric coo})eratives, solar DG
generation is often not available during generation, transmission or distribution system peaks
which are major cost drivers. In such cases, solar DG would not materially, if at all, reduce current
or future distribution system capacity requirements.

13.  On the topic of DG rate design, Southern Pioneer recommends that the Commission
consider general accepted ratemaking principles. It is acknowledged that some of these principles
may conflict, and so it may not be possible to fully achieve one without violating another. The
two principles that Southern Pioneer offer as most relevant to the investigation into rates for DG
concern (1) fairness, and (2) efficient price signals, although even these must be balanced by others
commonly used ratemaking principles.

14. Historically, Southern Pioneer’s rate design has been set up to recover most of its

costs through volumetric Energy Charges and very little through the Fixed (a.k.a. Customer)



Charge. This is true of many electric utilities in Kansas and throughout the United States.
However, the cost structure is the opposite in that most costs are fixed and relatively few vary with
the volume of energy consumed. The implications of this costs vs. rates misalignment are
significantly amplified when a DG customer substantially reduces energy consumption, but still
relies on the electric grid to serve its full capacity needs when the DG facility is not at its full
output or not generating at all. Southern Pioneer’s distribution system must be sized, operated,
and maintained to serve the peak load requirements whenever they occur. The traditional rate
design with a low Fixed Charge and higher Energy Charges to recover distribution system fixed
costs no longer works, as it unfairly exposes non-DG customers to picking up the costs being
caused but not collected from DG customers, creating a subsidy. The DG customer still has the
same, or very similar peak load requirements in this situation; all that has happened is that the DG
customer now has a greatly reduced load or utilization factor. Many Commissions, consultants,
and utilities have confirmed and demonstrated that this situation results in a cost shift.

15. It bears noting that Southern Pioneer is not blind to the existence of some level of
subsidization in its current rates and the rates of virtually every electric utility in the state. Short
of having a specific rate for every customer, and perhaps even in such a situation, it is impossible
to completely “cure” all subsidization. However, that should not dissuade the utility or the
Commission from implementing rates and policies to minimize subsidies, or especially prevent
new ones, to the extent practicable. Approaches currently utilized by and available to utilities and
Commissions to mitigate subsidization include the use of line extension policies, classification of
customers, and the design of corresponding rate structures.

16. The tradition of recovering customer and capacity costs in the energy charge may

also, in the case of DG, provide an inappropriate price signal and result in inefficient deployment



of resources. A rate that collects customer or capacity-related fixed costs in the energy charge
provides an inefficient price signal for customer-owned DER investment decisions. For example,
if the rate charged for energy use is too high, it could encourage customers to make economically
inefficient investments in energy resources. It is Southern Pioneer’s position that the time to
consider and correct the price signal related to DG is sooner rather than later, so that customers
have full information when making investment decisions.

17.  There are a few ways to structure the residential rate to fairly recover costs and
provide a better price signal to both DG and non-DG customers. Broadly, the utility could (1)
modify the base rate structure for all residential customers, i.e. DG and non-DG alike; (2) separate
DG customers into their own rate schedule and charge a different rate, 3) keep DG customers on
the standard residential rate but determine whether a separate charge is necessary (i.e. Grid
Charge), or 4) establish a buy all/sell all process whereby the customer continues to purchase all
requirements from the utility and the utility purchases all production from the customer-owned
DG.

There are examples of each of the above approaches in the industry today. The most
common is the first approach of modifying the rate structure for all customers on the residential
rate. Examples of such modifications include increases to the monthly Fixed Charge and/or the
addition of a Demand Charge to more fairly recover fixed costs and provide a better price signal
related to the volume of energy consumed. Regarding the second approach, the Arizona
Corporation Commission recently issued an order in Docket E-00000J-14-0023 that designates
solar DG customers as a separate rate class for rate design purposes. On the third approach, there
are a handful of utilities that have implemented Grid-Use Charges to ensure that DG customers

are charged for their use of the grid and costs are not shifted to non-DG customers without having



to disrupt the rate design for all residential customers. Finally, some states and/or utilities have
implemented Value of Solar Tariffs used to compensate for DG production while the DG customer
continues purchasing all its electric needs from the utility at the standard rate.

18.  The above is not intended to be an exhaustive list of available rate structures.
Southern Pioneer would also suggest that there are pros and cons related to each approach. Finally,
there could be technological barriers to implementing some of the above alternatives such as
existence of Advanced Metering Infrastructure (“AMI”), Meter Data Management Systems
(“MDMS”) or the existence of production meters on DG facilities. Regulatory staff, utilities,
vendors, DG customers, and non-DER customers must work together if the traditional rate
structures are to be effectively modified to arrive at a fair and equitable rate design to facilitate the
effective implementation of DER while maintaining the provision of safe, reliable and fairly-priced
electricity for all customers.

Respectfully submitted,

Lidsay A. Sh¢pard (#23276)
Executive Vice President — General Counsel
Southern Pioneer Electric Company

P.O. Box 430

Ulysses, Kansas 67880

(620) 424-5206 telephone

(620) 356-4306 facsimile
Ishepard@pioneerelectric.coop

ATTORNEY FOR SOUTHERN PIONEER
ELECTRIC COMPANY
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Kim Christiansen SCID #16018)

Director of Government Relations and Legal
Counsel

Kansas Electric Cooperatives, Inc.

P.O. Box4267

Topeka, Kansas 66604

(785) 228-4628 telephone

(785) 478-4852

kchristiansen@kec.org

ATTORNEY FOR KANSAS ELECTRIC
COOPERATIVES, INC.

VERIFICATION

STATE OF KANSAS )
) ss:
COUNTY OF SEDGWICK )

Lindsay A. Shepard, of lawful age, being first duly sworn on oath states:
That she is counsel for Southern Pioneer Electric Company; that she has read the

foregoing Comments and knows the contents thereof; and that the facts therein are true and
correct to the best of her knowledge, information, and belief.

HAYLEY BRENNEIS
NOTARY PUBLIC
j& STATE OF KANSAS
~ * My Appt. Exp.

My Commission expires: O\! b ! (2




CERTIFICATE OF SERVICE

I do hereby certify that on the 17" day of March, 2017, a true and correct copy of the above and
foregoing Comments was electronically served to the following parties:

JAMES G. FLAHERTY, ATTORNEY
ANDERSON & BYRD, L.L.P.

216 S HICKORY

PO BOX 17

OTTAWA, KS 66067
jflaherty@andersonbyrd.com

MARTIN J. BREGMAN
BREGMAN LAW OFFICE, L.L.C.
311 PARKER CIRCLE
LAWRENCE, KS 66049
mjb@mjbregmanlaw.com

ANDREW ] ZELLERS, GEN COUNSEL/VP REGULATORY AFFAIRS
BRIGHTERGY, LLC

1712 MAIN ST 6TH FLR

KANSAS CITY, MO 64108

andy.zellers@brightergy.com

C. EDWARD PETERSON

C. EDWARD PETERSON, ATTORNEY AT LAW
5522 ABERDEEN

FAIRWAY, KS 66205
ed.peterson2010@gmail.com

GLENDA CAFER, ATTORNEY
CAFER PEMBERTON LLC
3321 SW 6TH ST

TOPEKA, KS 66606
glenda@caferlaw.com

TERRI PEMBERTON, ATTORNEY
CAFER PEMBERTON LLC

3321 SW 6TH ST

TOPEKA, KS 66606
terri@caferlaw.com
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THOMAS 1. CONNORS, Attorney at Law
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
tj.connors@curb.kansas.gov

TODD E. LOVE, ATTORNEY

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
t.love@curb.kansas.gov

DAVID W. NICKEL, CONSUMER COUNSEL
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
D.NICKEL@CURB.KANSAS.GOV

DELLA SMITH

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
d.smith@CURB.KANSAS.GOV

SHONDA SMITH

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
sd.smith@CURB.KANSAS.GOV

ARON CROMWELL

CROMWELL ENVIRONMENTAL, INC.
615 VERMONT ST

LAWRENCE, KS 66044
ACROMWELL@CROMWELLENV.COM

SUSAN B. CUNNINGHAM, ATTORNEY
DENTONS US LLP

7028 SW 69TH ST

AUBURN, KS 66402-9421
susan.cunningham@dentons.com

BRYAN OWENS, ASSISTANT DIRECTOR OF PLANNING & REGULATORY
EMPIRE DISTRICT INDUSTRIES, INC.

602 JOPLIN

PO BOX 127

JOPLIN, MO 64802-0127

bowens@empiredistrict.com
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ERIN BESSON

ERIN BESSON ATTORNEY AT LAW
1535 NEW HAMPSHIRE
LAWRENCE, KS 66044
besson.law@gmail.com

JOHN GARRETSON, BUSINESS MANAGER
IBEW LOCAL UNION NO. 304

3906 NW 16TH STREET

TOPEKA, KS 66615

johng@ibew304.0rg

ROBERT J. HACK, LEAD REGULATORY COUNSEL

KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679

ROB.HACK@KCPL.COM

ROGER W. STEINER, CORPORATE COUNSEL

KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679

roger.steiner@kcpl.com

MARY TURNER, DIRECTOR, REGULATORY AFFAIR
KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679
MARY.TURNER@KCPL.COM

ANTHONY WESTENKIRCHNER, SENIOR PARALEGAL
KANSAS CITY POWER & LIGHT COMPANY

ONE KANSAS CITY PL, 1200 MAIN ST 19th FLOOR (64105)
PO BOX 418679

KANSAS CITY, MO 64141-9679
anthony.westenkirchner@kcpi.com

SAMUEL FEATHER, DEPUTY GENERAL COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027
s.feather@kcc.ks.gov
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AMBER SMITH, CHIEF LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION

1500 SW ARROWHEAD RD

TOPEKA, KS 66604-4027
a.smith@kcc.ks.gov

SCOTT DUNBAR

KEYES FOX & WIEDMAN LLP
1580 LINCOLN STREET
SUITE 880

DENVER, CO 80203
SDUNBAR@KFWLAW.COM

JACOB ] SCHLESINGER, ATTORNEY
KEYES FOX & WIEDMAN LLP

1580 LINCOLN STREET

SUITE 880

DENVER, CO 80203
JSCHLESINGER@KFWLAW.COM

PATRICK PARKE, VICE PRESIDENT CUSTOMER SERVICE
MIDWEST ENERGY, INC.

1330 Canterbury Rd

PO Box 898

Hays, KS 67601-0898

patparke@mwenergy.com

ANNE E. CALLENBACH, ATTORNEY
POLSINELLI PC

900 W 48TH PLACE STE 900
KANSAS CITY, MO 64112
acallenbach@polsinelli.com

RENEE BRAUN, CORPORATE PARALEGAL, SUPERVISOR
SUNFLOWER ELECTRIC POWER CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

RBRAUN@SUNFLOWER.NET

JAMES BRUNGARDT, REGULATORY AFFAIRS ADMINISTRATOR
SUNFLOWER ELECTRIC POWER CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

JBRUNGARDT@SUNFLOWER.NET
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COREY LINVILLE, VICE PRESIDENT, POWER SUPPLY & DELIVER
SUNFLOWER ELECTRIC POWER CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

clinville@sunflower.net

AL TAMIMI, VICE PRESIDENT, TRANSMISSION PLANNING AND POLICY
SUNFLOWER ELECTRIC POWER CORPORATION

301 W. 13TH

PO BOX 1020 (67601-1020)

HAYS, KS 67601

atamimi@sunflower.net

JASON KAPLAN

UNITED WIND, INC.

20 Jay Street

Suite 928

Brooklyn, NY 11201
jkaplan@unitedwind.com

MARK D. CALCARA, ATTORNEY
WATKINS CALCARA CHTD.
1321 MAIN ST STE 300

PO DRAWER 1110

GREAT BEND, KS 67530
MCALCARA@WCRF.COM

TAYLOR P. CALCARA, ATTORNEY
WATKINS CALCARA CHTD.

1321 MAIN ST STE 300

PO DRAWER 1110

GREAT BEND, KS 67530
TCALCARA@WCRF.COM

CATHRYN J. DINGES, SENIOR CORPORATE COUNSEL
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889
cathy.dinges@westarenergy.com

JEFFREY L. MARTIN, VICE PRESIDENT, REGULATORY AFFAIRS
WESTAR ENERGY, INC.

818 S KANSAS AVE

PO BOX 889

TOPEKA, KS 66601-0889
JEFF.MARTIN@WESTARENERGY.COM
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LARRY WILKUS, DIRECTOR, RETAIL RATES
WESTAR ENERGY, INC.

FLOOR #10

818 S KANSAS AVE

TOPEKA, KS 66601-0889
larry.wilkus@westarenergy.com

CASEY YINGLING
YINGLING LAW LLC

330 N MAIN

WICHITA, KS 67202
casey@yinglinglaw.com
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