	PENNSYLVANIA PUBLIC UTILITY COMMISSION

HARRISBURG, PENNSYLVANIA  17105



	IMPLEMENTATION OF THE ALTERNATIVE ENERGY PORTFOLIO STANDARDS ACT OF 2004
	
	Public Meeting June 22, 2006
JUN-2006-OSA-0174*
M-00051865
L-00050174


	
	
	


DISSENTING STATEMENT OF
COMMISSIONER TERRANCE J. FITZPATRICK


This matter involves a Final Rulemaking Order that adopts regulations governing net metering pursuant to the Alternative Energy Portfolio Standards Act, (“Act”) 73 P.S. §1648.1 et seq.  Because I disagree with the resolution of three issues in the regulations, I respectfully dissent.

Single Meter versus Dual Meter

The regulations adopted by the majority endorse a single meter approach to net metering, under which a customer-generator’s bill is credited on a kWh-for-kWh basis.  The important point here is not so much the mechanics of how the metering works, but the impact on the customer-generator’s bill.  Under this single meter approach, the customer-generator’s bill is credited not just for the energy it sells back to the utility, but also for the volumetric charges for the customer’s use of the distribution system when the customer-generator takes electricity from the grid.  This credit to distribution charges may properly be characterized as a subsidy—the customer-generator avoids paying for its use of the grid and that burden falls on the utility’s shareholders, and, in the longer term, on the utility’s general body of customers.

The definition of “net metering” in the Act describes it simply as the “means of measuring” the difference between the electricity supplied by the utility and the electricity generated by a customer-generator.  73 P.S. §1648.2 (definition of “net metering”).  Nothing in this definition suggests that customer-generators should be excused from paying for their use of the grid.


The Final Rulemaking Order (p. 17) states that the single meter policy is consistent with the net metering policy adopted in New Jersey.  That fact is relevant in that the Act provides, among other things, that the Commission should look to be consistent with rules adopted by other states in the region.  73 P.S. §1648.5.  The Act does not, however, mandate that we march in lockstep with any other particular state, so the policies we adopt still must make sense in light of the language of the Act.  In my view, nothing in the Act suggests that the use of the distribution system by customer-generators should be subsidized by others.

I agree with the comments of those parties who argue for a dual meter approach to net metering, under which a customer-generator’s usage of electricity taken from the utility’s grid would be measured separately from the electricity generated by the customer-generator.  This would allow the utility to collect distribution charges on electricity supplied to the customer-generator, while still crediting the customer-generator for the electricity it generates.  This approach has the added benefit of measuring the actual amount generated by the customer-generator for purposes of establishing the value of tradable alternative energy credits.

Virtual Meter Aggregation

The issue here is how to determine the number of accounts under which a customer-generator will be billed by the utility.  This is important because, under rate schedules approved by this Commission, utilities recover some of their costs by charges on each account.  Thus, if the Commission now adopts a policy that reduces the number of accounts, this impairs the ability of utilities to collect their costs.  The governing principle in this area has been that each physical point of service is a separate account, unless usage on an established circuit grows to the point that the utility, for its own convenience, establishes an additional point of service to relieve the circuit.  In addition, the settled practice is that a customer can only consolidate its number of accounts if it bears the expense of physically rewiring circuits to establish a single point of service.


The final regulations adopted by the Majority waive these principles for customer-generators.  Under the “virtual meter aggregation” policy in these regulations, customer-generators will be permitted to establish a single account for parcels of land owned or leased by the customer-generator within two miles of the customer-generator’s property lines.  This extends the virtual aggregation policy set out in the proposed regulations, under which operations on contiguous parcels owned by the customer-generator would have been permitted to establish a single account.

The Final Rulemaking Order (p. 21) describes its action on this issue as removing “regulatory and economic barriers” that have prevented development of customer-generation.  That is true only in the sense that withholding preferential treatment can be characterized as a “regulatory or economic barrier.”  The established principles governing meter aggregation are designed to allow utilities to recover costs and to apportion these costs equitably among customers.  The Final Rulemaking Order fails to acknowledge that the benefits it bestows on customer-generators result in additional burdens placed on others—utility shareholders and, in the long run, on the general body of customers.  Nothing in the Act suggests that established meter aggregation principles should be waived to provide additional subsidies for customer-generators.

Ownership of Alternative Energy Credits

The final regulations assume that ownership of the alternative energy credits arising from net-metered generation rests with the customer-generators, unless otherwise agreed to by the customer-generator and the utility.  This is assumed despite the statutorily-compelled purchase of this energy by the utility, and the subsidies and preferential treatment granted to customer-generators in the final regulations.


Under all of the circumstances, I believe that the utilities should be deemed to own the credits for the benefit of the general body of customers.  Placing ownership of the credits with the utility would offset, to some extent, the burdens placed on other customers by the subsidies and preferences described above in the final regulations.

Conclusion

The General Assembly has determined in the Act that alternative forms of electric generation should be encouraged.  In order to do so, it required that retail suppliers of electricity (utilities and competitive electric suppliers) purchase increasing percentages of alternative energy as part of their portfolio of supplies used to serve end-use customers.  This assures that there will be a demand for alternative energy, even though alternative energy is generally more expensive than energy from conventional sources.  Further, the General Assembly has required electric utilities to provide interconnection and net metering to customer-generators of alternative energy.  While these measures can be expected to raise electricity prices, the General Assembly has determined that this price is justified in order to encourage development of alternative energy.

The final regulations regarding net metering adopted by the Commission grant subsidies and preferences for customer-generators beyond those established in the Act.  The burden of paying for these policies will ultimately fall upon other customers during a period when rising fuel prices and more stringent environmental controls are already reversing a two-decade long trend of static electricity prices.  For these reasons, I respectfully dissent.
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