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- PENNSYLVANIA PUBLIC UTILITY COMMISSION

Implementation of the Alternative

Energy Portfolio Standards Act of 2004: : - Docket No. M-00051865
Net Metering — Notice of Proposed©  : ¥ nr ;
~ Rulemaking 2

Comments of_ PPL Electric Utilities Corporation

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

l. Introduction

- At its Public Meeting on November 10, 2005, the Public Utiliiy Commis-
sion (“PUC” or the “Commission”) adobted a propo'séd rulemaking order on net-
meteri‘ng'as mandate.d by fhe Alternative Energy Por_thlid Standards Act (“Acit”)_ét- 73
_P.S. Section 1648.5. The proposéd rulemaking order was pubiished in-“thé -Pennsyl- -
vania Bulletin on-Febrﬁary 4, 2006 with 'comme_nts due 60 days after publication, or
- on April 5, 2006. |

PPL Electric Utilities Corporation (“PPL Electric” atthe “Company”) is
an Electric Distrib‘ut'i.on Companf (“_EDC”) serving 1.3 million custdn;e\rghin central
.eastelrn Per_msylvé.nia, PPL Electric has been an active participant in the stakeholder
~ process thatl the Commissioh has established to address issdes relevant to the |
implementation of the Act.” PPL Electric previously filed comments on matters related
to net metering on June 17, 2005 in response to the Issues List set forth by the -
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Commission on June 2, 2005 and on August 26, 2005 in response to the Commis-
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sion’s final draft proposal for net metering regulations issued on August 3,2005. The
Company ale_o addr__essed issoes related to net .meterin_g in its oomments at the
Commission’s January _1.9,. 2005 Technical Conference and in its Reply Comments
filed on February 9, 2005. | |

In its earlier comments, PPL Electnc proposed a two-meter protoool to
address the net metering requir_ements of the Act. The Gompany’s earlier oommen‘ts
deeoribe, at length, why the_Compahy believes the two-meter approach is superior to
| other proposed approaches. PPL Electric acknowledges'that. in this proposed rule-
| making, the Commission has incorporated a number of enhanoements suggested by
the Company, however the rulemaking outlines what is fundamentally a smgle-meter :
approach Although the Company continues to advocate the two—meter approaoh it
does not wish to lose the opportunity to offer comments that it believes will improve |
the proposed single-meter approach. Aocordlngly, PPL Electno offers the comments
' beiow on implementation of a sungle-meter approach, but’ oonttnues _to belleye thata
two-meter protocol is the prefefted ap_proaoh. PPL Electric appreciates the
oboon_onity to provide comments on the -above-captioned draft regulation and looks
forward to continuing to work with the Commission and all other stakeholders to

address issues associated with net metering.
Il. Comments

For the sake of efficiency, PPL Electric’s comments follow the headings

and numbering of the proposed rulemaking.



__Sic_tlg 75.12_Definitions.
e Avoided cost of wholeéale power '

PPL Electricblellieves that, as described in more detail in ité_ comments
ét Section 75.13(_0),_customer-generatdrs should be compensated for any surplus
generation. at the end of each _l:lailiihglcycnle. Accordingly, the definition ,shouidl bé
changed io read: “The average locational marginal price of energy, or its successor,
| ovér_‘the iuigg'period in the applicable EDC’s transmission zone.” (Récomménded
addition 'unde'rlined.) | |

. Eﬁuipment paékage - |

PPL Electric believes that it would helpful. to clarify that the equipment

package is owned by the cuétomér—generato‘r-. Abcordingly, the Cpmpany

recommends that the definition sﬁould be changed to read: “A group of components,

owned by the customer-qeherator, connecting an electric generafor with ah_e!éctric
delivery system...” (Recommended addition undeﬁin‘ed.)‘
¢ Meter Aggregation

PPL E!éctric beiieves. that, as described in more detail in its comments
" at Section 75.14(e), virtual meter éggrega{ion shﬁuld not pe perm'iﬂed.h Accordingly,
the definition -sho'uld be chéng,ed to relad:. “The aggregatiﬁn of all meters on-'contiguf |
ous and adjar_:ent' properties _whose electric' sewice accounts identify thé cﬁétomer-
generétor as the ratepayer. ‘Meter aggregation may be completed by phy'siéaily n

rewiring the meters on such accounts in order to provide a single point of -contact_.""




.. Net Metering
As describéd in the Company’s comments regarding fair-and non-
dilsc'riminatory-treatment (see PPL Electric’s comrﬁents at Section 75.13(j)) and the
change from .annual to monthly gayhen1 for surplus generation (see PPL Electric’s
comments at Section 75.13(0)), parts (i) and (ii) of the definition should read as

follows:

“(i)  The EDC credits a customer-generator for each
kilowatt-hour produced by a Tier | or Tier Il resource
installed on the customer-generator’s side of the electric
revenue meter, up to the total amount of electricity used
by that customer during a billing cycle. The customer-
generator’s bill is calculated based on the resultant net
kilowatt-hours (which may be zero, but will not be a
negative amount) in accordance with the provisions of
Sections 75.11 through 75.15.

(i)  The EDC compensates the customer-generator at
the end of the billing cycle for any remaining credits, at a

rate equal to the supplier/provider’s avoided cost of
wholesale power.”

e Virtual Meter Aggregation -
PPL Electric believes that, as described in more detail in its comments

at Section 75.14(e), virtual meter aggregation should not be permitted. Accordingly,

this definition should be deleted.

Section 75.13. General provisions.
(b) EGSs offering net metering
Although PPL Electric beheves that Electric Generatlon Suppliers

(“ EGSs”) should be permitted to net the purchases and generation of customer-



generators relative to unbundled competitive retail generation service that they may

providé, the 'p_rovisio_n of the draft regulations that permits EGSs to offer net metering

~ service raises a number of practical concerns. These include:

The impact of EGS net matenng on EDCs’ distribution charges The

Company believes that EGS net metering programs should have no.lmpa'ct

“on the collection of distribution service charges. To do otherwise would be

~ to permit EGSs to offer programs that are funded by the regulated rates

charged to non-participants for a service that'is'separate‘and distinct from
the service bain'g offered by the EGS._ The Company also believes that the
stranded cost provisidna af Section75.15 of the proposed regulation apply
to net meiering programs offered by EGSs. Specific language is Iprovid-ed ,
in Section 75.15 of these comments regarding this point.

Coordination with compe'tit.ive rﬁetering rales. PPL Electric belié\(_es'that
any net metering'p'foérams offared by EGSs must be 'aonsi_stent with the
compeltitive'materi'ng. rules of the EDC in whose service territory the

program will be offered. The Company alsa believes that EDCs must have

the opportunity to revise their competitive metering rules to accommodate

_net metering.

Billing issues. PPL Electric beliaves that it would be inefficient far- EDCs to -

be required to modify their billing systerns for an unknown variety of net

; metenng prograrns that EGSs may offer. Accord:ng!y, the Company

believes that atthough bill- ready EDC blllmg may be used, only the two-bill '



| option under rate-ready billing should be available to customers electing an
.. EGS net metering program.
To address the above concerns, the Comp'any recommends the addition of the
following language at the end of Section 75.13(b):
“EGS offered net metering will apply only to the
generation and transmission services provided by the
EGS, and to stranded costs as described in Section
75.15. EGS offered net metering will be limited to either:
bill-ready billing or to the two-bill rate-ready option and will
conform to the tariffed competitive metering provisions of
the EDC in whose service territory the program is offered.
~ The EGS will serve a copy of the information it provides to
the Commission on all EDCs in whose service temtory the
program is offered.”
(c), (d), (e), (9) -Monthly payment for surplus generation
- Sections 75. 13(c), (d), (), and (g) of the proposed regulations describe
krlowatt hour credltmg activities that carry over from one blllrng month to the next, and
which are reconciled over a year. PPL Electric recommends that reconciliation _be‘
accomplished on a monthly rather than an annual basis. - As desc':ribed in the
Company’s earlier comments suppo_rting the two-meter protocol for net metering,
single-meter net metering inappropriately, in PPL Electric’s opini_ori, compensates
customer-generators for generation at a retail delivery rate 1hat reflects.components, |
' such as distnbutron that are not pertrnent to generation and, typically, reflects an
- average rate for generation that is not consistent with the time-varying value of
generation. The use of a retail delivery rate will actually harm cusiomer-generators

economically during times when loads are high, generation is scarce, and, conse-

quently, the price of generation is high. Pricing information and metering technology



exist so that this situation can be avoided. The pricing information is in fact, neces-'
sary for the calculat:on of an avo:ded cost as requured by the proposed regulatlon
Therefore the only. ratlona!e for not pursuung an approach such as the two-meter
protocol,-that is more consistent with market structures is the desire.to avoid the cost
of metering. That desire can be met with a monthly reconciliation and, thereby, limit |
the amount of distortion introduced to a single month at a time.
Accordingly, thé Company recommends that sub-sections (d) and (g)
" be eliminated and that the following language be substituted in sub-sections (¢) and
(e):

“(c) If a customer-generator is a generatidn customer of

an EDC and supplies more electricity to the electric

distribution system than the EDC delivers to the customer-

generator in a given billing month, the EDC shall credit the

customer-generator for the excess on a kilowatt-hour for

kilowatt-hour basis: (e) At the end of each monthly billing

period, the EDC shall compensate the customer-

generator for any excess kilowatt hours generated at the

EDC’s avo:ded cost of wholesale power

() Customer-generator ownership of Credits |

PPL Electric believes that the net metering protocols that'are
established in the proposed regulatlon result in customer—generators being subs:-
dized by regulated rates. Accordlngiy, the Company believes that ownershlp of -
Credits created through an EDC n,etl.metenng program should reside with the EDC on
behalf of its regulated generation service ratepayers. To permit the customer-

generator to retain ownership would reSuIt_ in raie‘payers having to pay a second time

to acquire the Credit for compliance purposes. Furthermore, permitting the




| custome'r-genekatdr to retain ownership of the Credit bars the EDC from Iu.lsing the
automafi,c; energy adjusthent clause est'ablishedl by the IAct to recover-costs associ-
atéd With net metefing'anld interconnéctiqn'becaﬁse, under this approach, the EDC
would own n6 Credit with which tlhe costs can be associated. According-ly, the
'.Company recommends that Section 75.1 3(i) be revised io read as follows:
“Alternative Energy Creditsas_sociatéd with electricity generated by a -
cﬁstomer—generator pursuant to a CommISSion-approved EDC net meterin.g tariff are
_Owned by tﬁe. EDC and will be used or _;c:oid for the benefit of its -fegulated generafion

" service customers.”

(i), (k) Non-discriminatory treatment |
Sub-sections (j) and (K) of the proposed regulations specify that
Qustbmer-generatofs subject to net metering will be 6harg_ed rates and fees thalt--—arezfl
i-de'nticél to those charged to other 'customers.tﬁat are not- cﬁstomer—generators.- PPL

/ - :
Electric concurs with the intent of the proposed provisions that all customers be

-

.treated on a fair and nbn-discriminalory basis. Li.t_era! application of_thé Iahguage of
the proposed 'regulalion mé_ané that customér-@éherators will continue to be subject .
- to the same monthly charges, minimum billing demands, an& applicable fees to Which
any other customér taking service under tﬁe same rate schedule is subject. The
| resa_}lt is that the nét metering custdmer-g'enerator who exactly offsets his usage,
k'_ilowétt—hou.lu"r for kilowan-hour, will still pay minimum charges'which may amount to
about 20% of his current bill. Furtherrhore, in treating a customer-generator uéing-
Tier1 or Tier ll resources ’thg same as any other customer, the prdpos‘ed regulations

would relieve that custorher—generator of back-up charges, thereby, disbriminating
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against custorﬁer-generators who use natural gas, diesel, or other fuels not quaiified'

under the Act-. |

| The desire to avoid these results is among the reasons that PPL

Electric devéloped .i'ts propolsed,hfvo-meter prbtocol. By establishing, through the
separate metering of genéfation, a separate means for comﬁensating the customer-
generator for his geheration, Cfedits, and other attributes, the Company’s pzl'obosal,-
cbnsiétent with the intent of the_propoéed regulation, treats all cusfomer_s taking .

_délivery service and all custbmer-genefators on a fair and hon-—discriminatory basis.

- The Company believes that, by its very nature, itl is not_possible. to develop'a'n
approach to net 'metéring using a single meter théf will assure fair and non-discrimi--
natory treatment of all éustomers; while prbviding the levéll of economic.incentive fhat |
proponents of réhewable résources have stated are. neceésary to assure sources of
-financingl fdr alternative energy projects. | |

The followiﬁg is an 'example that PPL Electric believes illustratés ihe
billing that will result fr_ofh’ the brogosed regutétions*. The exarhplé assumes an
account ty’pic:al of a dairy farm with 500 - feooldairy _r monthly demand of

1100 kW and a monthly usage of 50,000 kWh. Such an account would be served
under a rate schedule for large commercial customers. In the case of PPL Electric,

| the customer would be served under Rate Schedule GS-3. The monthiy bill for such
an acco'uni.would be about $3,900 ;ﬁer month. If the customer wére to ihstail a

| generator that exactly offset its u#age-, kilowatt-hour for kilowatt-hour, the generator

would then have a peak load capability of 100 kW and would generate 50,000 kWh

per-month'. There would be no net usage, however, under the proposed regulat'ions,



PPL Electric believes the customer would be charged a bill of about $800 per month.
The components of that bill would be as follows: | |
1.. Stranded costs. Consistent with Section 75.15, the customer-
generator would be respﬁnsible for stranded costs. As described later
in these comments, this provision is consistent with the Electric
Generation Customer Choice and Competition Act and is supported by
PPL Electric._ F'or this account, charges fo} stranded costs amount to
about $535 per month. | | |
2. Minimum bill. ltisa maﬁer. of general practice among utilities that
larger customers are -charged a minimum bill consistent with the fact
: that,.if they are cohnec_ted to the electri'c systém, the distribution
sfe.iém must be sized énd maintained to serve their load, and
genérating capability also must be évailable to serve that load.
Consistent with Section 75.13(j), PPL Electric would charge the mini-
mum charge for customers on this rate schedule which is about $225
per month. |
Using PPL Electric’s two-meter approach during the month of March,
2008, the illustrative cu-stome; would have been billed $3;900 for 50.,000 kWh of
deli\}_ered energy and woﬁld have been paid about $2,950 for 50,000 kWh d_f genera-
tion (based on the average actIUa_I Locational M.arginal Price for the PPL Zone for
* March of 59 cents/kWh), as well as additional ér’nounts for thé 50 altérnatIVe energy
credits associated with"thai_generation. PPL Electric p'reviousiy has proposéd, in the

. absence of a robust credit market with reliable price signéls and as an incentive to
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early instalt_atiohs, a price of $45/Credit. T.his would provide additional re\}enue of
.$2,000/rnonth to the cusio'mer-generator, resulting in net income of about $1,000
.upder_ the two-meter prop.osal instead of a bill of $800 under the single-meter protoool
set forth in the proposed regulations. |

| The Order issuing the prc')posed rulemaking requests that commenters
address whether the meter aggregation opponumtles described in the proposed
regula’nons offset the economlo consequences associated with requmng non-
dlscrimmatory treatment. PPL Efectnc opposes virtual a_ggregatlon for the reasons
' fhat are described below. However, PPL Electrio notes fhat, to tl_he eﬂeot thet the - |
“above example is typical of agricultural applications, the other accounts associated
‘with the farm are li'kely io be residential and small commercial and, therefore, under
the proposed rules,-.-they co'uld not be egg'regated with a large commercial acoount.'
Therefore, in spch _applicatibns, there v{.{ould be no benefit_ as a result of virtual meter
aggregation. | |

Section 75.14. Meters and meterlng_

(a) Smg!e-meter net metering
PPL Electric continues to recommend that the Commission adopt net
metering rules that conform to the two-meter net metering protocol proposed by the
' ‘Company in its comments filed previously at this docket. The proposed regulations
instead follow a single-meter protoool. The key distinction between these two
approaohes is not how many meters there are, but how the customer-generator is
bllled for dellvery service and compensated for generatzon he produces. Inthe

Company s two-meter approach the customer is billed for delivery servuoe in the

s



same way that any other customer taking service on the same rate schedule is billed.
| The customer-generator is compensated for generation, Credlts and any other
attributes separately in a manner that is consistent with the structure of th‘e wholesale
.generation_ market and of markets for tﬁe trading of Credits. Tlhe single-meter
approach described in the propdeed regul.ations involves the netting of kilowe_t'ehoure
delivered to the customer and kilowatt-hours generated by the customer to produce a
e sihg!e bill calculated ue'ing de.livery rates. If this net bill is calculated in the seme'
" manner as that of any other - taking service on the same rate _scheduie'is
g —-—"m., comments on Section 75.13(j) and (K), s less
beneﬁclal than can be achieved using the two-meter protocol and dlscrrmrnates
against certain customers Accordingfy, the' Company recommends that the Ian-.
guage of Section 75.14(a) be revised to read:
“A custcmer-ceneretor facility ds'ed fcr net metering shall
be equipped with metering capable of separately
recording energy delivered to the facility and energy
generated by the facility.”
(b), (c);'(d) Recovery of EDC costs | |
Both Sections 75.14(b) and 75.14(d) diecus_e the installation of_meterihg-
equipment “at the_ EDC’S expense”. PPL Electric believes tlhat such costs are reccv~
erable expenses under the Act._ Accordingly, the Ccmpany recommends that this :
language be revieed to read “at the EDC’s expense and recoverabie-by the EDC _
through the automatic energy adjuetme_nt cladse estab}ished_by the Act.” |
Also, in'Secticn 75.14(c), tﬁe proposed regulations refer to “the cost of

additional net metering equipment required to qualify the alternative energy credits in
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accorda'ncIe wifh the act.” However, the circumstance being addressed ié the one - |
wherein a custbmer-geherator must install a meter to record generation in order to
ciﬁalify alternative éne-r_gy credits in accordance with the Act. PPL Electric believes
that the use of the word “nei” may lead to confusion because it is, in fact, the netting -
'{hat leads to._thé need for .direct metering of the generation. Accordingly, the |
| Company recommends th;a deletion of th.e word net so that the statement in Section
75._1 4-(c) instead reads “the cbs:tl of édditiohal metering éduipment required to quallify
the a!tér_nafive_energy credits in accordance with the act.” -
(e) _Meter aggregation
| PPL Electrlc believes that there is no basus within the language of the
 Act for the aggregatnon of electric accounts or the conjunctive billing of those
| accounts beyond what is perm:tted under the current rules for electr_ic service. Unde'f
those rules, cUstor_ne_rs can accomplishlthe aggfegation Qf accounts (consistént with
rate schedule eligibility requirernénts) and achieve the.benefits of a single _biII bﬁr re--
wiring their premises so that there is a single point of Sewi_ce rather than multiple
points of serv,i.ce.' This is the ‘?Physical.Mete.r Aggregatioh”l referenced in the
_proposed regulations. I-_loWeve'r, cost collection, cost allocation, and rate des-ign are
all aﬁécted by the number and cost of services, and the number of ébcounts within a
- rate schedule. Th_e.refore, changes that are beneficial td a single customer or group
of custciméa;s will have the affect of éhifting costs to other customers. Such Changés,
therefore, necessarily r_aise questions of fairness and discrimination.
: Thé proposed regulations require that cusiomer—geh_erators be treated

on a fair and non-discriminatory basis (see comments at Section 75.13(i) and
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75.13(j)). Under PPL Electric’'s Commission-approved retail tariﬂ', there are no
custc_-mers_ or grou'ps of customers who are permitted to take advantage of conjunc-
tive billing. Therefore, to permit customeﬁgenerators served on the same rate
schedules to be billed conjunctively would be inconsistent with Sections 75.13(j) and
75.13(j) as proposed. Accordingly, PPL Electric recommends the last two sentences
of Section 75.1 4(e) should be deleted. These sentenées, as proposed, read as
fol'lows:
- “If the 'custo_mer-gener'atbr requests virtual meter aggre-

gation, it shall be provided by the EDC at the customer-

generator's expense. ‘The customer-generator shall be

responsible only for any incremental expense entailed in

processing his account on a virtual meter aggregation
‘basis.” " = & :

Section 75.15. Treatment of Stranded Costs.

PPL Electric ;.:qnculrs with the inteht §f the'prtqvisiqns in the propbs_ed
regulation regarding the treatment of stranded costs. The Company recommends
that the following language be added at the end of Section 75.15, as it cu_r-rently is
‘proposed, to make clear that the stranded cost treatment applies r'egardleés of _
whether the customér-generator is participating in an EDC or EGS net meterinlg
program: - N

“These provisions apply whether the customer-generator
is participating in an EDC or EGS net metering program.”

s




lll. Conclusion

PPL Electric Utilities Corporation éontinues to recommend thaf the
Pennsylvania Public Utility'C'ommission addpt net metering rules that conform to the
two-meter net mé_fering protocol proposed by the Company in its comments filed
previously at this dolcket.' Thé.propqsed regulations, however, cﬁrrentiy follow'a
sihgle-meter protocol. The key distir__'nlction between these two __ap_pljoaéheé IS not how
.' many meters there are, but how _tﬁe customer-generator is billed for deliven}_ servibe
and compensated for generation he prbduces. As deménstrated in the comments
above, the proposed single-metér appfoach produces an economic result that is less

“beneficial for the customer-generator than can be achieved from using a two-meter
protocol and -discrimin_ates' égainst,ce'rtain culstomers.

Neveﬂheleés;'the Company has provided recommendations and
specific Ia.nguage that it_ bel_ie_ves can improve the éingleémeter approach anclil looks
forward to working_ with the Commission and other stalgeholdérs to finalize and
imp_ierﬁent_ net metering rules that will move the objectives of the Act forwa.rd. '

Respebtfully submitted,

Pl €. euﬂd_ﬂ—/fnc_

Paul E. Russell
Associate General .Counsel

- PPL Electric Utilities Corporation
Two North Ninth Street
Allentown, PA 18101

. (610) 774-4254

' Dated: April 5, 2006
at Allentown, Pennsylvania
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