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Good afternoon Chairman Cantwell, Ranking Member Risch, and Members of the Subcommittee.

My name is Garry Brown, and I am the Chairman of the New York State Public Service Commission (NYPSC).  I also serve as the Chairman of the National Association of Regulatory Utility Commissioners (NARUC) Committee on Electricity.

Today I will be testifying on behalf of NARUC, and where noted the NYPSC.  I am honored to have the opportunity to appear before you this afternoon and offer the State perspective on net metering and interconnection standards.  I would respectfully request that my written testimony be entered into the record as if read.

Distributed Generation

NARUC is a quasi-governmental, non-profit organization founded in 1889.  Our membership includes the State public utility commissions serving all States and territories.  NARUC’s mission is to serve the public interest by improving the quality and effectiveness of public utility regulation.
Our members regulate the retail rates and services of electric, gas, steam, water, and telephone utilities.  We are obligated under the laws of our respective States to ensure the establishment and maintenance of such utility services as may be required by the public convenience and necessity and to ensure that such services are provided under rates and subject to terms and conditions of service that are just, reasonable, and non-discriminatory.

NARUC and its members have long supported and encouraged advances in smaller, cleaner generation options.  Distributed generation technologies are a resource that can function in a manner that results in a reduction in customer load, much like energy efficiency and load management technologies, with no export of power to the utility system.  In addition, these distributed generation applications and technologies have many public interest benefits, such as:

· New technologies enhance customer choice;

· On-site generation improves customer value through control of costs and enhanced power quality and reliability;

· Distributed generation can enhance the efficiency, reliability, and operational benefits of the distribution system;

· Access to distributed generation technologies can increase competition by reducing the market power of traditional power providers, particularly in transmission and distribution-constrained regions;

· Generation close to load can reduce total electric generation costs by reducing line losses through the transmission and distribution system, and associated fuel and operational costs;

· Distributed generation allows utilities to improve the asset utilization of their transmission and distribution equipment and associated financial capital and operational expenses;

· Distributed generation resources can be permitted, installed and put into use more quickly than central station generation or transmission; and

· Distributed generation technologies can provide environmental benefits.

Recognizing the future importance and potential of Distributed Energy Resources to the nation's energy systems, in 2000, NARUC began to look at the potential barriers to distributed generation and found that:

· Burdensome distribution system operating and planning requirements may result in the unfair treatment of non-utility distributed generation technologies;

· Bundled distribution service tariff elements and fees and charges may present economic barriers to distributed generation technologies;

· Concentrations of market power may restrict the development of markets that distributed generation technologies could serve; and

· Ambiguous jurisdictional authority may hinder the business climate necessary for private investment.

Once the barriers where determined, NARUC’s members started a three-year process to develop model interconnection standards for small generation resources in an attempt to produce a document that would remove or alleviate most of the access issues and fit the regulatory systems in the vast majority of the States.
This process, as well as the Federal Energy Regulatory Commission (FERC) order 2006 process, which had extensive State involvement and coordination, greatly improved the promise of new and cleaner distributed generation technologies – like fuel cells, micro-turbines, distributed wind machines, and photovoltaics – by working to significantly reduce market barriers that existed due to inconsistent and outdated grid interconnection standards.

As a result of these activities and passage of the Energy Policy Act of 2005, today approximately 35 States and the District of Columbia, including the major load centers in the nation, have interconnection standards.

In New York, the existing Standard Interconnection Requirements (SIR) for distributed generation 2 MW and under has separate and distinct review processes for systems 25 kW or less, and greater than 25 kW up to 2 MW.  Systems 25 kW or less will have a streamlined application process, and systems above 25 kW up to 2 MW will have more detailed review process.

NYSPSC staff has proposed that utilities be required to implement a web-based system for providing generator customers and contractors up to date information regarding the status of their application process.  In addition, the staff has proposed that each utility be required to allow customers with systems 25 kW and below the ability to submit their application for interconnection via the Internet.  These proposals are under consideration.
Net Metering

Net energy metering – an accounting mechanism whereby customers owning qualifying generators are billed only for their net energy consumption over a given billing period and obtain a credit for future billing periods if production exceeds consumption – can provide a direct, inexpensive, and easily-administered mechanism for encouraging the customer installation of small-scale renewable energy facilities.

Public preference and customer demand support cost-effective renewable energy product development and commercialization.  The use of customer-sited, grid-connected, small-scale renewable energy generating facilities offers many technical and economic benefits to the electricity system including reduced transmission and distribution line loads and losses, and/or peak demand reduction.
Approximately 40 States currently require utilities and competitive energy providers to make net energy metering available, and another four permit it under voluntary utility programs.
While the capacity limits, and other terms and conditions vary among States, these differences reflect the programs that work the best for the consumers of a given State.  These variations ensure that the consumers of each State receive just and reasonable rates, at fair terms and conditions.  In addition, since NARUC began to seriously study net metering proposals in 1998, the States have made great progress in this most useful retail rate-design mechanism.

In New York, net metering is legislatively mandated and encourages the use of small-scale renewable energy systems which provides long-term benefits to the environment and the economy.
Recently, Governor David A. Paterson announced an expansion of the state’s net metering law, which allows electric customers who generate renewable energy to sell what they do not use back to the grid.  The new bill expanded net metering to wind and solar PV systems on businesses, as well increasing the size of eligible systems for residential customers and for non-residential customers.
New York has a strong legislative history regarding net metering:


1997 
Initial legislation providing net metering for small (up to 10 kW) solar generators


2002 
Net metering expanded to include individual anaerobic digester (farm waste) 


electric generators up to 400 kW


2004 
Net metering expanded to include up to 25 kW residential and up to 125 kW 


residential farm service wind generators


2008 
Net metering expanded to provide to commercial solar and wind generators up to 


the lesser of the most recent 12-month peak load or 2MW; residential solar 


installations increased from up to 10 kW to up to 25 kW; residential farm service 


wind installations increased from up to 125 kW to up to 500 kW; and anaerobic 


digester (farm waste) installations increased from up to 400 kW to up to 500 kW.

The overall cap for solar and farm waste generators is 1 percent of each utility's 2005 peak load on a first-come, first-served basis.  The overall cap for wind generators is 0.3 percent of each utility's 2005 peak load on a first-come, first-served basis.

In New York, customers get credit at retail rates for excess generation subsequently used by the customer for its own purposes during a 12-month period. At the end of the 12-month period, for residential and farm customers, any remaining excess generation is credited at the market or wholesale rate.  For non-residential solar and wind technologies, any remaining excess generation is rolled over to the next 12-month period.

As Congress considers what role it might want to play in terms of net metering policies, perhaps it would be helpful to hear briefly policy questions we are asking in New York as we weigh the benefits of potentially expanding net metering even further.  These policy questions include:

· Should net metering be provided to customers who also have non-qualified generators?

· Should we expand net metering technologies to include additional technologies and/or should the sizes of the allowed technologies be increased?

· How should potential impact on non-participants be mitigated?

· What are the possible impacts on transmission and distribution systems?
We have also learned several lessons in implementing net metering in New York:

· Overly restrictive definitions of the metering configurations net metering customer must use should be avoided.  A restrictive definition could impede customer efforts to avail themselves of smart metering options, which could assist customers in maximizing the benefits of net metering.

· The eligibility criteria customers must meet to qualify for net metering should be developed carefully to avoid unintended consequences.

In conclusion, states have been a very successful laboratory for distributed generation and retail rate design policies.  Certainly, more can and will be done in the near future.  However, these issues will affect not only the entities that hopefully will make a profit to continue the development of renewable generation sources based on these policies, but also those consumers who will pay these costs.
Thank you for your time and consideration.
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