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FINAL RULEMAKING ORDER
BY THE COMMISSION:


The Alternative Energy Portfolio Standards Act of 2004, 73 P.S. §§ 1648.1-1648.8 (the Act), includes directives that the Commission develop regulations for net metering and interconnection for customer-generators.  In accordance with Section 5 of the Act, 73 P.S. § 1648.5, the Commission formally commenced its rulemaking process to establish regulations governing net metering for customer-generators by issuing a Proposed Rulemaking Order at these Dockets by Order entered November 16, 2005 (Proposed Rulemaking Order).  The Commission proposed regulations establishing protocols for net metering to be used by customer-generators under the Act and sought comments on those proposed regulations.  Comments have been filed by the following parties: the Independent Regulatory Review Commission (IRRC); the Department of Agriculture, the Department of Environmental Protection (DEP); The Honorable Michael L. Waugh, Pennsylvania State Senator on behalf of the Chesapeake Bay Commission; The Honorable Gibson C. Armstrong, Pennsylvania State Representative; Office of Consumer Advocate (OCA); Office of Small Business Advocate (OSBA); The Pennsylvania Farm Bureau; the Pennsylvania State Grange; the Energy Association of Pennsylvania (EAP); PECO Energy Company (PECO);  PPL Electric Utilities Corporation (PPL); Citizens for Pennsylvania’s Future (PennFuture); the Industrial Energy Consumers of Pennsylvania, the Met-Ed Industrial Users Group, the PP&L Industrial Customer Alliance, and the West Penn Power Industrial Intervenors (collectively, IECPA, et al.); American Mushroom Institute; Brubaker Farms; Citizens’ Electric Company (Citizens’) and Wellsboro Electric Company (Wellsboro); Keech Farm Service; Laurel Valley Farms; Lowe’s Dairy; Mowrey’s Sprucelawn Farms; Native Energy; Pine Hurst Acres; PV Now; RCM Biothane; Red Knob Farm; and Schrack Farms.  
BACKGROUND


Section 5 of the Act, 73 P.S. § 1648.5, provides as follows:

The commission shall develop technical and net metering interconnection rules for customer-generators intending to operate renewable onsite generators in parallel with the electric utility grid, consistent with rules developed in other states within the service region of the regional transmission organization that manages the transmission system in any part of this Commonwealth.  The commission shall convene a stakeholder process to develop Statewide technical and net metering rules for customer-generators.  The commission shall develop these rules within nine months of the effective date of this act.



On March 3, 2005, the Commission convened an Alternative Energy Portfolio Standards Working Group (AEPS WG).  The AEPS WG was established in order to provide a forum for considering the technical standards, business rules and regulatory framework necessary for Act 213’s implementation.  The Net Metering sub-group was formed out of the AEPS WG and was specifically tasked with developing proposed regulations governing net metering and interconnection standards.


The Net Metering sub-group met on several occasions to discuss and develop a set of proposed regulations in two parts.  First, the Net Metering sub-group focused on Net Metering, the purpose of this rulemaking proceeding.  Second, the Net Metering sub-group focused on interconnection standards, which is the subject of a separate rulemaking proceeding.



Participants in the Net Metering sub-group included representatives from Commission Staff, DEP, EAP, the Pennsylvania Farm Bureau, OCA, OSBA, PennFuture, the Small Generator Coalition with the Solar Energy Industries Association and several similar entities.  As a result, the Net Metering sub-group had the benefit of a wide array of interests and broad expertise as it went through the process of developing proposed regulations.


At the initial meeting, participants were requested to discuss various issues which any net metering rulemaking would need to address.  Following that meeting, Commission Staff issued a proposed issues list to the sub-group and called for comments to add any issues not already included and propose solutions.  That issues list and call for comments was also posted on the Commission’s web site.  A second meeting was held to discuss the comments filed in response to the Staff generated issues list.  On August 3, 2005, Commission Staff issued a proposed set of Net Metering regulations to the Net Metering sub-group and called for comments.  The proposal was also posted on the Commission’s web site.  



Following the receipt of comments to the August 3, 2005 Staff proposal, the Commission adopted the Proposed Rulemaking Order.  On February 4, 2006, the Proposed Rulemaking Order was published in the Pennsylvania Bulletin, 36 Pa. Bulletin 571.  Comments were due sixty days from the date of publication.  Comments have been received as set forth above.
DISCUSSION


The Commission has reviewed each of the comments filed in this proceeding.  We will address each of them as we go through the regulations seriatim.

Section 75.1. Definitions.


Many of the definitions in the proposed regulations merely state that a particular term or phrase shall have the same meaning as that set forth in the Act.  In the final form regulations, we will provide the complete definition rather than just a reference to the Act.  This will eliminate the need for a person to go to the Act for the definition.  Also, the IRRC noted that to the extent cross references are used, they should be used consistently throughout the definitional section.
Customer-generator
Positions of the Parties



The proposed definition of customer-generator adopts the definition of that term as used in the Act.  That definition specifically provides that a customer-generator is a “nonutility.”  DEP expresses the concern that the definition could be interpreted to exclude water utilities from participating in net metering.  Accordingly, DEP requests that the Commission issue a clarifying statement that will remove barriers to non-electric utilities which desire to participate in net metering.  Similarly, DEP requests that the Commission address the issue of net metering customers which do not meet the definition of “customer-generator,” but who still desire to net meter.  
Disposition


We will decline to adopt DEP’s suggestions in the context of this proceeding.  As set forth in Section 75.11, the scope of these regulations pertains to net metering for customer-generators as mandated by Section 5 of the Act.  To the extent that net metering issues exist outside of the scope of these regulations, they will be dealt with through general Commission processes and utility tariffs.  We note that any utility customer, including another utility, is free to propose regulations or other Commission action to address their specific circumstances.
Section 75.11. Scope.
Positions of the Parties



PECO comments that the scope of the regulations should be clarified to state that a peak MW limitation exists so as to be consistent with the Act.  In addition, PECO states that net metering under the Act should be limited to Tier I resources because Section 5 of the Act provides that net metering should be provided for customer-generators intending to operate renewable onsite generators.

Disposition


The framework of the regulations is built around the needs of customer-generators, as that term is defined in the Act.  That definition is repeated in Section 75.1 of the regulations.  Since the Act defines customer-generator with capacity limitations depending on the nature of the use (residential service, other service and service available during grid emergencies), there is no need to restate those limitations in Section 75.11.  The limitations are inherent in the term customer-generator.


We will decline to adopt PECO’s suggestion that net metering be offered only for Tier I resources.  PECO is correct that Section 5 of the Act references renewable onsite generators; however we do not find that inclusion of Tier II resources is inconsistent with the Act or the provisions of the Code.  
Section 75.12. Definitions.

Avoided Cost of Wholesale Power
Positions of the Parties

The term is defined in the proposed regulations as the average locational marginal price (LMP)
 of energy, or its successor, over the annualized period in the applicable EDC's transmission zone.  This term was taken directly from the New Jersey Model.  LMP is commonly defined as the cost of providing the next MW to a specific location in the least-cost manner given transmission constraints.
  In response to our Proposed Rulemaking Order, the IRRC requested that we clarify our definition of the Avoided Cost of Wholesale Power.  The IRRC also requested that we address the issue of why an average of avoided costs over the one year reporting period is the most appropriate methodology as opposed to the actual avoided cost for the specific billing period.  

In comments to the Proposed Rulemaking Order, Citizens’ and Wellsboro recommend that the Commission expand the definition of Avoided Cost of Wholesale Power to include an option for an EDC to base compensation for surplus generation on the actual avoided cost of wholesale power in lieu of the average annual LMP.  Additionally the Companies state that it is inappropriate for the regulations to employ a proxy for the avoided cost of wholesale power when the actual avoided cost can be identified.  
PPL and the EAP commented on this definition by suggesting that the “annualized period” be changed to “billing period.”  

Disposition
We agree with the IRRC that the definition of Avoided Cost of Wholesale Power should be clarified.  We also agree with the other Parties commenting on this issue regarding the use of an actual cost of wholesale power in lieu of an annual average LMP.  Additionally, we agree with the suggestion that we change “annualized period” to “billing period.”
 We support expanding the definition to allow an EDC to use the actual avoided cost of wholesale power when the EDC obtains the wholesale power supply to fulfill its POLR obligations through full-requirements, fixed rate contracts.  Only currently effective binding contracts with identifiable negotiated rates may be relied upon to establish actual avoided cost.  
By changing “annualized period” to “billing period” we are also addressing the concerns of the IRRC, the EAP and PPL.  This change recognizes that compensation based upon billing cycle net deliveries will more closely reflect the avoided cost of wholesale power than an annualized average LMP.  The same result occurs when we provide the option to an EDC to use actual costs when those costs are known from full-requirements, fixed rate supply contracts.  Absent a known, fixed rate supply contract as described above, a billing period average LMP is an appropriate measure to determine compensation for billing period net deliveries into an EDC’s system.  Therefore, the definition for the Avoided Cost of Wholesale Power is revised to read as follows:

Avoided cost of wholesale power--The actual cost of wholesale power avoided by the EDC, due to the operation of the customer-generator’s facility, pursuant to binding, full-requirements, fixed rate contracts, or, at the EDC’s option, the average locational marginal price (LMP) of energy, or its successor, over the billing period in the applicable EDC's transmission zone.

Annualized Period
Positions of the Parties
In our Proposed Rulemaking order we defined annualized period to mean the same as reporting period as contained in the Act. The IRRC recommended deletion of “annualized period” from Section 75.12, and replacing it with the term “reporting period” throughout the regulation where we had previously used annualized period.

Disposition
Since this term has the same definition as “reporting period” as contained in Section 2 of the Act, 73 P.S. § 1648.2, we shall adopt the IRRC’s recommendation.
Equipment Package
Position of the Parties


The IRRC notes that equipment package is defined in the regulations but not used in the substantive provisions.  The IRRC recommends that we delete this definition.

Disposition


We will adopt the IRRC’s suggestion.

Meter Aggregation


Most of the Parties commented on the proposed definitions of “meter aggregation,” “physical meter aggregation” and “virtual meter aggregation.”  We will address those comments in our discussion of Section 75.14.
Net metering
Positions of the Parties
The IRRC recommended that the three part definition presented within our Proposed Rulemaking Order at Section 75.12 be relegated to the body of the regulation.  In support of this recommendation, the IRRC stated that the regulatory language includes substantive provisions regarding credits and costs, which are not appropriate for definitional sections.   The IRRC recommended that the statutory definition of Net Metering at 73 P.S. § 1648.2 be used in Section 75.12.  PECO also suggested similar treatment.
Disposition
We agree with the IRRC and PECO and shall adopt the statutory definition found at Section 2 of the Act as the regulatory definition for Net Metering presented at § 75.12 of our regulations.  The substantive provisions contained in the proposed Section 75.12 are already found in §§ 75.13(c) – (f).  
Section 75.13. General Provisions.
First Come, First Served


Section 75.13(a) of the proposed regulations provides that EDCs shall offer net metering to customer-generators on a “first come, first served basis.”  Several Parties expressed concerns regarding a perceived cap on the number of customer-generators that would be permitted to net meter.

Positions of the Parties


The IRRC notes that the Act mandates certain minimum percentages of Tier I and Tier II alternative energy sources for EDCs and EGSs.  The IRRC expresses the concern that if net metering is restricted by a first come, first served process, the EDCs and EGSs may not be able to obtain the required percentages of Tier I energy.  The IRRC suggests that this section be amended to provide flexibility to the EDCs and EGSs in order to enable them to meet the required percentages.  


Both PennFuture and PV Now commented that a first come, first served limitation could result in larger Tier II resources taking up allotted net metering capacity at the expense of Tier I resources such as solar.  PennFuture and PV Now recommend that the Commission act to preserve some capacity for Tier I resources.  

Disposition


The use of a “first come, first served” process in the regulation establishes a queue for the processing of net metering requests.  A secondary reason for the first come, first served process is the recognition that the physical capacity of any given distribution system to manage net metering and the potential for surplus energy to flow onto a particular distribution circuit is finite.  At this point in time, it is simply impossible to project whether or when any given distribution circuit will reach its maximum limit for net metering.  Accordingly, we will not establish a reserve capacity for Tier I resources in this rulemaking.  In the event that a situation arises which suggests a need for such a reservation, the Commission can take appropriate action at that time.


We will also respectfully decline to adopt the IRRC’s suggestion.  The Act does place certain requirements on EDCs and EGSs regarding alternative energy sources.  However, the bulk of those requirements will be met in the market place outside of net metering activity by customer-generators.  The size and nature of the projects subject to the Act’s net metering requirements are such that they are not expected to provide sufficient amounts of generation to enable EDCs and EGSs to meet the Act’s requirements from those sources alone.  While it is hoped that net metering projects subject to these regulations will provide some surplus alternative energy, the principal objective of the Act’s net metering provision is to provide incentives to small customer-generators to use alternative energy sources.
EGS Net Metering - §§ 75.13(a) and (b)


The proposed regulations expressly permit, but do not require, EGS’s to offer net metering programs to their customers.  Section 75.13(b) directs EDCs to develop net metering protocols which will enable EGSs to offer net metering programs over the EDCs’ systems.

Positions of the Parties



DEP suggests that EDCs should be required to “encourage” EGSs to offer net metering.  DEP also recommends setting a specific filing deadline for EDC tariffs.  EAP comments that an EGS net metering program should not impact EDC distribution charges.  In addition, EAP suggests that it be made clear that stranded cost treatment applies to EGS customers as well as EDC customers.  Also, EAP requests that EGS programs must be consistent with the competitive metering rules of the applicable EDC territory.  Finally, EAP requests that EGS net metering programs may only be offered under the two-bill, rate ready protocol.  PECO suggests that Section 75.13(a) should clearly state that EGSs must coordinate their programs with EDCs.  PPL offers comments similar to those presented by the EAP.
Disposition


The proposed regulations purposely do not mandate specific provisions for EGS net metering programs.  As set forth in the Proposed Rulemaking Order, we hope that EGSs will offer competing net metering products, but we decline to direct them to do so, leaving that type of decision to the market.  Consistent with that position, we will not direct EDCs to encourage EGSs to offer net metering products.  Also, once the regulations actually become effective, the Commission can direct that conforming tariffs be filed on or before a date certain by Order.  We need not specify a time within the regulations.


The comments of the EAP, PECO and PPL are well founded.  First, Section 2808(a) of the Code does not relieve a customer of its stranded cost obligation when the customer is served by an EGS.  Nothing in this rulemaking conflicts with that provision or changes it in any way.  Accordingly, while the comments on this issue are correct, we do not find a need to address it in this rulemaking.  



Second, it will be necessary for any EGS offering a net metering product to coordinate its program with the EDC providing distribution services.  To that end, we directed each EDC to establish protocols enabling EGSs to offer net metering.  Issues such as the two-bill, rate ready protocol and compliance with competitive metering programs can be readily addressed in the net metering protocols directed in Section 75.13(b).  Those types of issues will be better addressed by EGSs and EDCs as implementation occurs and the EDCs develop the necessary protocols in their tariffs.  They do not readily lend themselves to regulatory treatment.  Accordingly, we will not address them in these regulations.  We note that those protocols must be approved by the Commission through the tariff process.
Credit and Compensation -- §§ 75.13(c) and (d) (proposed §§ 75.13(c), (d) and (e))


Several Parties, including the IRRC, raised concerns regarding the credit methodology and cash-out provisions of the proposed regulations.  The concerns regarding credit issues are more fully discussed in relation to Sections 75.14(a) and (b) relating to metering.  Concerns regarding the cash-out provisions for excess electricity supplied to the grid have already been addressed in our discussion of the definition of Avoided Cost of Wholesale Energy, above.  As noted there, we have adopted the recommendation of the IRRC, the EAP and PPL and moved to a billing period payment rather than an annual reconciliation as originally proposed.  We have changed former Section 75.13(c) to recognize the revised treatment of meter aggregation programs.  We have revised Section 75.13(d) to provide for a monthly cash-out for excess generation supplied by customer-generators.
Insurance Requirements - § 75.13(j) (proposed § 75.13(k))
Positions of the Parties



Citizens and Wellsboro request that proposed Section 75.13(k) (now Section 75.13(j)) be amended to require insurance for certain projects above a stated generating capacity limit.  
Disposition


We will decline to adopt an insurance requirement at this time.  EDCs and EGSs offering net metering programs may encourage customer-generators who decide to net meter to obtain insurance, but we will not mandate an insurance requirement.  As the Commission developed the proposed regulations, an overwhelming majority of comments strongly recommended against such a requirement.  Citizens and Wellsboro have added nothing to the discussion which convinces us that such a requirement is necessary.
§75.14. Meters and Metering
Single Bi-Directional Meter & Dual Meter Arrangements -§ 75.14(a)(b)



Under Section 75.14(a), the proposed regulations require that a customer-generator facility used for net metering be equipped with a single bi-directional meter that can measure and record the flow of electricity in both directions at the same rate. A dual meter arrangement may be substituted for a single bi-directional meter if the customer-generator agrees. Subsection (b) provides that if the customer-generator’s existing metering equipment does not meet these requirements, the EDC must install new metering equipment at the EDC’s expense.

Positions of the Parties



The EAP, Citizen’s, Wellsboro, PPL, PECO and OSBA support a dual meter approach as opposed to the single bi-directional approach provided in Subsection (a) of the proposed regulations. Citizen’s and Wellsboro note that nothing in the Act mandates that the Commission adopt a single meter approach to net metering. PECO adds that the customer-generator should not have the ultimate authority as to whether or not the dual meter arrangement is utilized. 


As explained by PPL, under the dual meter approach, the customer is billed for delivery service in the same way that any other customer taking service on the same Rate Schedule is billed. The customer-generator is separately compensated for generation, Credits and any other attributes. The single-meter approach involves the netting of kilowatt-hours delivered to the customer and kilowatt-hours generated by the customer to produce a single bill calculated using delivery rates. EAP believes that the single meter approach results in all other ratepayers unreasonably subsidizing the distribution service for customer-generators. The OSBA adds that under the single meter approach, customer-generators would pay the CTC and ITC only on the difference between the kWh delivered to the customer-generator by the EDC and the kWh sent by the customer-generator over the EDC’s distribution system. Since the customer-generator would pay the CTC or ITC on too few kWhs, the EDC would experience a shortfall. OSBA recommends that Subsection (a) be modified to ensure that the metering equipment must make a separate recording of the flow of electricity in each direction. 

DEP recommends that the Commission establish a required meter accuracy standard in this rulemaking.  DEP also recommends removing the phrase “and record” from the metering requirements out of a concern that this could lead to a misinterpretation of the Section.

The IRRC suggests that the Commission should consider all of the possible metering alternatives in relation to the comments and explain why the metering approach selected is the best alternative.

Disposition



In response to the IRRC recommendation, the Commission reviewed the metering approach provided in the proposed regulations recommending a single bi-directional meter. The approach in the proposed regulations is a one-for-one kWh credit generated from the customer-generator.  This methodology lends itself to a single, bi-directional meter approach.  We also note that due to the treatment of stranded costs in Section 75.15, the loss of any stranded costs would be minimal.  In addition, certain minimum charges applicable to specific rate schedules will still be paid.  


In the event that the EDC’s meter would not be capable of operating in a bi-directional mode, then a dual meter application would be permitted at the EDC’s expense. Bi-directional meters provide an immediate impact on the customer’s bill while reducing administrative costs, an important factor in the successful implementation of net metering. The intent of the Act is to encourage the increased use of alternate energy and provide an immediate positive feedback to the customer-generator.  Also, the intent of this Section is to provide some flexibility for the meter arrangement.  However, the credit mechanism remains a kWh credit per kWh produced for the billing cycle.  We note that this is consistent with the New Jersey credit mechanism.


With regard to DEP’s comments regarding the phrase “and record,” we do not share the concern that the phrase will lead to a misinterpretation of the Section.  The Regulations specifically state that the credit mechanism is a kWh-for-kWh credit.  Thus, the ability to record energy produced and used will not affect the credit mechanism, but may become important in determining the production of renewable energy credits.  We also note that the Commission’s Regulations governing meter accuracy currently found at 52 Pa. Code §§ 57.20 and 57.21 remain in force.  Accordingly, there is no need for an additional meter accuracy standard in this chapter.
Alternative Energy Credit Ownership-§75.14(d)


Under Section 75.14(d), the proposed regulations provide that in cases where a customer-generator expressly rejects ownership of the alternative energy credits, the EDC may secure ownership by supplying additional metering equipment if necessary. 

Positions of the Parties



The OCA and the IRRC recommend that it must be made clear in the regulation that any solicitation from the EDC requesting that a customer give up title to credits can only be made in the context of a full and accurate description of the options open to the customer. The OCA and the IRRC suggest that the proposed regulations should be revised to incorporate a requirement that the EDC fully inform the customer of the value of the credits and other options for the credits. 



PennFuture and PV Now comment that the regulations should clarify that the owner of the customer-generator facility, who invested in the technology, is the default owner of the alternative energy credits produced, unless the owner enters into a contract to do otherwise.


Citizens, Wellsboro, EAP, and PPL all suggest that any alternative energy credits produced by customer-generators should be owned by the customer-generator’s EDC.  The Parties state that once a kWh for kWh credit methodology is established, ownership of alternative energy credits should inure to the benefit of the EDC and its ratepayers.
Disposition



The OCA and the IRRC have raised legitimate concerns.  We will add a provision to the regulations requiring EDCs, prior to gaining title to alternative energy credits, to fully inform customer-generators of the potential value of those credits and other options for disposing of those credits. The Commission will modify the regulations accordingly.


PennFuture and PV Now are correct that the regulations as proposed assume that the customer-generator is the owner of any renewable energy credits produced by the onsite generation.  (Sections 75.13(h) and 75.14(c) and (d)).  While those two Parties recommend a change in the regulations to provide that the owner of the generation facility owns the credits, we will decline to do so.  The focus of these regulations is on customer-generators and how they may net meter pursuant to the Act.  Nothing in the regulations or the Act precludes a customer-generator from divesting any ownership interest in renewable energy credits produced.  In fact, Section 75.13(h) expressly provides for those situations.  We would expect that in the circumstances described by PennFuture and PV Now, the parties to the transaction would have some form of written agreement governing credit ownership.  Such an arrangement would be fully consistent with the Regulations as currently proposed.


We will also decline to provide that ownership of alternative energy credits will be vested in the customer-generator’s EDC.  Ownership of alternative energy credits produced by onsite generation properly rests with the customer-generator unless a different arrangement has been agreed to by the customer-generator.
Meter Aggregation- §75.14(e)


In the Proposed Rulemaking Order we proposed a restrictive definition of meter aggregation, limiting aggregation to a single rate class and to adjacent and contiguous properties owned and operated by a customer- generator. (See, Sections 75.12 and 75.14(e)).  The IRRC requested an explanation of the limits for meter aggregation regarding rate class and property locations as well as the necessity and appropriateness of the limitations.
Positions of Parties


This section of the regulations also sparked the interest of seventeen commenters. The comments were in disagreement with the restrictive definition of meter aggregation and the meter location issue. We heard from farmers which operate anaerobic digesters such as Red Knob Farms, Mowrey’s Sprucelawn Farms, Brubaker Farms, Laural Valley Farms, Keech Farm Services, LTD, Lowes Dairy, Pine Hurst Acres, Schrack Farm Partnership, and the American Mushroom Institute.   Additional support for modifications were advanced by RCM Biothane, PV Now, Native Energy, PennFuture, DEP, the Pennsylvania Grange, the Pennsylvania Farm Bureau, the Chesapeake Bay Commission through Senator Waugh, Representative Armstrong and the Department of Agriculture.   


Alternatively, EAP, Exelon, PPL and Citizens Electric, and Wellsboro recommended that the provision for virtual meter aggregation be deleted in its entirety and providing only for physical meter aggregation at the customer-generator’s expense.
Disposition



The fundamental intent of Act is the expansion and increased use of alternative energy systems and energy efficiency practices.  Regulatory and economical barriers have been in place that prevented systems such as anaerobic digesters from being more economical or further developed. This rulemaking provides an opportunity to advance the use of these alternative energy systems in a way that will benefit the customer-generator, ratepayers and the environment by allowing exceptions for this important class of customers.  Accordingly, we will permit virtual meter aggregation for customer-generators.


As pointed out by the Pennsylvania Farm Bureau, the proposed definition and application of virtual meter aggregation do not fit the reality of a typical Pennsylvania farm operation that has adequate animal units to produce required amounts of manure for anaerobic digesters to operate efficiently. The Pennsylvania Department of Agriculture recently surveyed 26 farms in the state that either have manure digesters operating, digesters under construction or in the planning stages. Out of the 21 farm operations that responded to the survey, there are 148 individual meters involved, which represents an average of seven meters per farm. 

Additionally, a study completed by Dr. James Cobb from the University of Pittsburgh, in 2005, titled Anaerobic Digesters on Dairy Farms, indicates a potential of 50-60 digesters being developed on Pennsylvania dairy farms in the foreseeable future.  

The digesters will not be developed to this extent if the proposed metering aggregation restrictions remain in place.  In addition, PennFuture directed our attention to other types of projects which could meet the requirements for customer-generator net metering, but would be unable to avail themselves of virtual meter aggregation under the regulations as proposed. 

Penn Future’s comments are well directed and provide language that will help alternative generation expand as envisioned by the Act.  First, the definition of “meter aggregation” should be changed to allow aggregation regardless of rate class on properties owned and/or leased and operated by a customer-generator.  We have changed the regulations accordingly.  Second, the issue of multiple rate classes can be addressed by first applying onsite generation to the meter through which the system feeds. Any excess energy generated would be credited equally to the other service meters on the farm location, allowing each meter to maintain its current rate class. Additionally, we will modify the language in Section 75.14(e) from “contiguous and adjacent properties owned and operated by the customer-generator” to owned and /or leased parcels within two miles of the customer-generator’s property lines to allow customer-generators to participate in net metering on a better economic footing. The customer-generator must be served by one EDC.  
§ 75.15.  Treatment of Stranded Costs
Positions of the Parties

In our Proposed Rulemaking Order we stated that if a net metering small commercial, commercial or industrial customer’s annual self-generation resulted in a 10% or more reduction in distribution services and electricity purchases from the EDC when compared with the prior annual period, that net metering customer shall be responsible for its share of stranded costs, based upon the prior annual period, or base period if applicable.  In its comments the IRRC questioned how the threshold of 10% or more was determined to be appropriate and would not compromise the utility’s recovery of costs.  The OSBA commented that 10% was not a de minimus amount and would result in other customers subsidizing the customer-generators’ stranded cost obligation.  In addition, the OSBA commented that a customer-generator would only pay stranded costs on the difference between kWh delivered and kWh used.  According to the OSBA, this would result in a shortfall to the EDC which would have to be recovered from other ratepayers.
Several Parties commented that the stranded cost obligation should be waived altogether or receive some type of credit tied to the alternative generation.  These included the Department of Agriculture, Native Energy, the Pennsylvania Farm Bureau, Pine Hurst Acres, PV Now, RCM Biothane, and Schrack Farms.
Disposition
As we set forth in the Proposed Rulemaking Order, when onsite generation results in “significantly” reduced purchases, a proportionate share of stranded cost recovery is mandated by Section 2808(a) of the Public Utility Code (Code), 66 Pa. C.S. § 2808(a).  The OSBA’s comments regarding a shortfall in stranded cost recovery completely ignores the operation of Section 2808(a) of the Code.  Also, Section 2808(a) does not provide for a “de minimus” standard.  The standard is a significant reduction in usage as a result of onsite generation.  During the Commission’s restructuring implementation, most of the EDCs issued tariff provisions which stated that a significant reduction in use for purposes of Section 2808(a) meant a reduction in use of 10% or more.  Since the time those tariff provisions have been in effect, the Commission has received no complaints that such a threshold has operated to the detriment of any particular rate class or EDC.  That is the basis for our use of the 10% threshold here.  

Because of the requirements of Section 2808(a) of the Code we have no authority to adopt those comments which recommend a waiver or credit of stranded costs for customer-generators.  Similarly, given our experience with the use of the 10% threshold, we decline to alter that threshold in this rulemaking.
Cost Recovery
Positions of the Parties


Several Parties have requested that to the extent that costs are incurred by EDCs for the provision of net metering, a section should be added to this Chapter which expressly provides that such costs are recoverable under Section 3(a)(3) of the Act, 73 P.S. § 1648.3(a)(3).  These Parties include Citizens, Wellsboro, EAP and PPL.
Disposition


We will not address this issue in the context of this rulemaking.  Section 3(a)(3) of the Act provides a description of the categories of recoverable costs and the mechanism available to seek recovery.  This proceeding is not the appropriate vehicle to address issues arising under that Section of the Act.
CONCLUSION



The modifications discussed herein address the concerns of the Parties and are in the public interest.  We have reviewed all of the comments and, to the extent a Party’s position was not adopted, it was nonetheless carefully considered.  We wish to compliment all those who filed comments on the quality of the comments.  They were extraordinarily helpful in arriving at a final rulemaking that is consistent with the Act, the Code and fulfills the Act’s intent to remove barriers to net metering and provide appropriate treatment to customer-generators who wish to net meter.  


Accordingly, under section 501 of the Public Utility Code, 66 Pa. C.S. §§ 501; section 5 of the Alternative Energy Portfolio Supply Act of 2004, 73 P.S. § 1648.5; sections 201 and 202 of the Act of July 31, 1968, P.L. 769 No. 240, 45 P.S. §§ 1201-1202, and the regulations promulgated thereunder at 1 Pa. Code §§  7.1, 7.2, and 7.5; section 204(b) of the Commonwealth Attorneys Act, 71 P.S. 732.204(b); section 745.5 of the Regulatory Review Act, 71 P.S. § 745.5; and section 612 of the Administrative Code of 1929, 71 P.S. § 232, and the regulations promulgated thereunder at 4 Pa. Code §§ 7.231-7.234, the Commission adopts the regulations at 52 Pa. Code §§ 75.1-75.15, as noted above and as set forth in Annex A, attached hereto; THEREFORE, 
IT IS ORDERED:
1.  
That the regulations at 52 Pa. Code Chapter 75 are amended by adding Sections 75.1-75.15 as set forth in Annex A.  

2.
That the Secretary shall submit this order and Annex A for review by the designated standing committees of both houses of the General Assembly, and for review and approval by IRRC.

3.
That the Secretary shall submit this order and Annex A to the Office of Attorney General for approval as to legality.

4.
That the Secretary shall submit this order and Annex A to the Governor’s Budget Office for review of fiscal impact.

5.
That the Secretary shall duly certify this order and Annex A and deposit them with the Legislative Reference Bureau for publication in the Pennsylvania Bulletin.

6.
That a copy of this order and Annex A be served upon the Department of Environmental Protection, all jurisdictional electric utility companies, licensed electric generation suppliers, the Office of Consumer Advocate, the Office of Small Business Advocate and all Parties filing comments in this proceeding.

7.
That these regulations shall become effective upon publication in the Pennsylvania Bulletin.

8.
That the contact persons for this rulemaking are Calvin Birge, Bureau of Conservation, Economics and Energy Planning,  717-783-1555 (technical), and H. Kirk House, Office of Special Assistants, 717-772-8495 (legal).  

BY THE COMMISSION,

                                                         James J. McNulty,

                                                         Secretary
(SEAL)
ORDER ADOPTED:  June 22, 2006
ORDER ENTERED:  June 23, 2006
Annex A

TITLE 52. PUBLIC UTILITIES

PART I. PUBLIC UTILITY COMMISSION

Subpart C. FIXED SERVICE UTILITIES

CHAPTER 75. ALTERNATIVE ENERGY PORTFOLIO STANDARDS

Subchapter A. GENERAL PROVISIONS

§ 75.1. Definitions.

   The following words and terms, when used in this chapter, have the following meanings unless the context clearly indicates otherwise:

   Act— THE Alternative Energy Portfolio Standards Act (73 P. S. §§ 1648.1--1648.8).

   Alternative energy credit--The term has the same meaning as defined in section 2 of the act  A tradable instrument that is used to establish, verify and monitor compliance with the Act.  A unit of credit MUST equal 1 megawatt hour of electricity from an alternative energy source.  (73 P. S. § 1648.2).
   Alternative energy sources--The term has the same meaning as defined in section 2 of the act.  The term includeS the following existing and new sources for the production of electricity:

(I) Solar photovoltaic or other solar electric energy.


(II) Solar thermal energy.


(III) Wind power.


(IV) Large-scale hydropower, which meanS the production of electric power by harnessing the hydroelectric potential of moving water impoundments, including pumped storage that does not meet the requirements of low-impact hydropower.

(V) Low-impact hydropower consisting of any technology that produces electric power and that harnesses the hydroelectric potential of moving water impoundments, provided THE incremental hydroelectric development:



(A) does not adversely change existing impacts to aquatic systems.


(B) meets the certification standards established by the Low Impact Hydropower Institute and American Rivers, Inc., or their successors.


(C) provides an adequate water flow for protection of aquatic life and for safe and effective fish passage.


(D) protects against erosion.


(E) protects cultural and historic resources.


(VI) Geothermal energy, which meanS electricity produced by extracting hot water or steam from geothermal reserves in the earth’s crust and supplied to steam turbines that drive generators to produce electricity.


(VII) Biomass energy, which meanS the generation of electricity utilizing the following:



(A) organic material from a plant that is grown for the purpose of being used to produce electricity or is protected by the Federal Conservation Reserve Program (CRP) and provided further that crop production on CRP lands does not prevent the achievement of the water quality protection, soil erosion prevention or wildlife enhancement purposes for which the land was primarily set aside.


(B) any solid nonhazardous, cellulosic waste material that is segregated from other waste materials, such as waste pallets, crates and landscape or right-of-way tree trimmings or agricultural sources, including orchard tree crops, vineyards, grain, legumes, sugar and other byproducts or residues.

(VIII) Biologically derived methane gas, which includeS methane from the anaerobic digestion of organic materials from yard waste, such as grass clippings and leaves, food waste, animal waste and sewage sludge.  The term also includes landfill methane gas.


(IX) Fuel cells, which meanS any electrochemical device that converts chemical energy in a hydrogen-rich fuel directly into electricity, heat and water without combustion.


(X) Waste coal, which includeS the combustion of waste coal in facilities in which the waste coal was disposed or abandoned prior to July 31, 1982, or disposed of thereafter in a permitted coal refuse disposal site regardless of when disposed of, and used to generate electricity, or other waste coal combustion meeting alternate eligibility requirements established by regulation.  Facilities combusting waste coal shall use at a minimum a combined fluidized bed boiler and be outfitted with a limestone injection system and a fabric filter particulate removal system.  Alternative energy credits shall be calculated based upon the proportion of waste coal utilized to produce electricity at the facility.

(XI) Coal mine methane, which meanS methane gas emitting from abandoned or working coal mines.


(XII) Demand-side management consisting of the management of customer consumption of electricity or the demand for electricity through the implementation of:



(A) energy efficient technologies, management practices or other strategies in residential, commercial, industrial, institutional and government customers that shift electric load from periods of higher demand to periods of lower demand.


(B) load management or demand response technologies, management practices or other strategies in residential, commercial, industrial, institutional and government customers that shift electric load from periods of higher demand to periods of lower demand.


(C) industrial by-product technologies consisting of the use of a by-product from an industrial process, including reuse of energy from exhaust gases or other manufacturing by-products that are used in the direct production of electricity at the facility of a customer.


(XIII) Distributed generation system, which meanS the small-scale power generation of electricity and useful thermal energy.  
   Alternative energy system--The term has the same meaning as defined in section 2 of the act.  A facility or energy system that uses a form of alternative energy source to generate electricity and delivers the electricity it generates to the distribution system of an edc or to the transmission system operated by a regional transmission organization.  
   Competitive transition charge--The term has the same meaning as defined in 66 Pa.C.S. § 2803 (relating to definitions).  A nonbypassable charge applied to the bill of every customer accessing the transmission or distribution network which charge is designed to recover an electric utility’s transition or stranded costs.
   Cost recovery period--The term has the same meaning as defined in section 2 of the act.  The longer of:

(I) the period during which competitive transition charges under 66 Pa. C.S. § 2808 (relating to competitive transition charge) or intangible transition charges under 66 Pa. C.S. § 2812 (relating to approval of transition bonds) are recovered. 


(II) the period during which an edc operates under a Commission-approved generation rate plan that has been approved prior to or within 1 year of fEBRUARY 28, 2005, but the cost-recovery period under the Act MAY NOT extend beyond December 31, 2010. 
   Customer-generator--The term has the same meaning as defined in section 2 of the act.  A nonutility owner or operator of a net metered distributed generation system with a nameplate capacity of not greater than 50 kilowatts if installed at a residential service or not larger than 1,000 kilowatts at other customer service locations, except for customers whose systems are above 1 megawatt and up to 2 megawatts who make their systems available to operate in parallel with the electric utility during grid emergencies as defined by the regional transmission organization or where a microgrid is in place for the purpose of maintaining critical infrastructure, such as homeland security assignments, emergency services facilities, hospitals, traffic signals, wastewater treatment plants or telecommunications facilities, provided that technical rules for operating generators interconnected with facilities of an edc, electric cooperative or municipal electric system have been promulgated by the Institute of Electrical and Electronic Engineers and the Commission.  
   Department--The Department of Environmental Protection of the Commonwealth.

   EDC--Electric distribution company--This term has the same meaning as defined in 66 Pa.C.S. § 2803.  The public utility providing facilities for the jurisdictional transmission and distribution of electricity to retail customers, except building or facility owners/operators that manage the internal distribution system serving THE building or facility and that supply electric power and other related electric power services to occupants of the building or facility.  
   EGS--Electric generation supplier--This term has the same meaning as defined in 66 Pa.C.S. § 2803.  

(I)  A person or corporation, including municipal corporations which choose to provide service outside their municipal limits except to the extent provided prior to __________ (Editor’s Note:  The blank refers to the date of adoption of this chapter), brokers and marketers, aggregators or any other entities, that sells to end-use customers electricity or related services utilizing the jurisdictional transmission and distribution facilities of an edc or that purchases, brokers, arranges or markets electricity or related services for sale to end-use customers utilizing the jurisdictional transmission and distribution facilities of an edc. 

(ii)  The term excludes building or facility owner/operators that manage the internal distribution system serving THE building or facility and that supply electric power and other related power services to occupants of the building or facility.  

(III)  The term excludes electric cooperative corporations except as provided in 15 Pa. C.S. Chapter 74 (relating to generation choice for customers of electric cooperatives). 
   Force majeure--The term has the same meaning as defined in section 2 of the act.  Upon its own initiative or upon a request of an edc or an egs, the cOmmission, within 60 days, WILL determine if alternative energy resources are reasonably available in the marketplace in sufficient quantities for the edcS and the egss to meet their obligations for that reporting period under the Act.  If the Commission determines that alternative energy resources are not reasonably available in sufficient quantities in the marketplace for the edcS and egss to meet their obligations under the Act, the Commission WILL modify the underlying obligation of the edc or egs or recommend to the General Assembly that the underlying obligation be eliminated. 
   kW--Kilowatt--A unit of power representing 1,000 watts. A kW equals 1/1000 of a MW.

   MW--Megawatt--A unit of power representing 1,000,000 watts. A MW equals 1,000 kWs.

   Municipal solid waste--The term has the same meaning as defined in section 2 of the act.  ThE TERM includeS energy from existing waste to energy facilities which the Department has determined are in compliance with current environmental standards, including THE applicable requirements of the Clean Air Act (§§ 7401-7671Q) and associated permit restrictions and THE applicable requirements of the Solid Waste Management Act (35 p.s. §§ 6018.101-6018.1003).
   RTO--Regional transmission organization--The term has the same meaning as defined in section 2 of the act.  An entity approved by the Federal Energy Regulatory Commission (FERC) that is created to operate and manage the electrical transmission grids of the member electric transmission utilities as required under FERC Order 2000, Docket No. RM99-2-000, FERC Chapter 31.089 (1999) or any successor organization approved by the FERC. 
   Reporting period--The term has the same meaning as defined in section 2 of the act.  The 12-month period from June 1 through May 31.  A reporting year shall be numbered according to the calendar year in which it begins and ends. 
   Retail electric customer--The term has the same meaning as defined in section 2 of the act.  

(I)  A direct purchaser of electric power.  

(II)  The term excludes an occupant of a building or facility where THE FOLLOWING APPLY:



(a) the owners/operators manage the internal distribution system serving THE building or facility and supply electric power and other related power services to occupants of the building or facility.



(B)  THE owners/operators are direct purchasers of electric power.



(C)  The occupants are not direct purchasers. 
   Stranded costs--This term has the same meaning as defined in 66 Pa.C.S. § 2803.  An electric utility’s known and measurable net electric generation-related costs, determined on a net present value basis over the life of the asset or liability as part of its restructuring plan, which traditionally would be recoverable under a regulated environment but which may not be recoverable in a competitive electric generation market and which the Commission determines will remain following mitigation by the electric utility.  
   Tier I alternative energy source--The term has the same meaning as defined in section 2 of the act.  Energy derived from:

(I) Solar photovoltaic energy.


(II) Wind power.


(III) Low-impact hydropower.


(IV) Geothermal energy.


(V) Biologically derived methane gas.


(VI) Fuel cells.


(VII) Biomass energy.


(VIII) Coal mine methane.

   Tier II alternative energy source--The term has the same meaning as defined in section 2 of the act.  Energy derived from:

(I) Waste coal.


(II) Distributed generation systems.


(III) Demand-side management.


(IV) Large-scale hydropower.


(V) Municipal solid waste.


(VI) Generation of electricity utilizing by-products of the pulping process and wood manufacturing process, including bark, wood chips, sawdust and lignin in spent pulping liquors.


(VII) Integrated combined coal gasification technology.

   True-up period--The term has the same meaning as defined in section 2 of the act.  The period each year from the end of the reporting year until September 1. 
Subchapter B. NET METERING
§ 75.11. Scope.

   This subchapter sets forth net metering requirements that apply to EGSs and EDCs which have customer-generators intending to pursue net metering opportunities in accordance with the act.

§ 75.12. Definitions.

   The following words and terms, when used in this subchapter, have the following meanings unless the context clearly indicates otherwise:

   Avoided cost of wholesale power--The average locational marginal price of energy, or its successor, over the annualized period in the applicable EDC's transmission zone.  The actual cost of wholesale power avoided by the edc, DUE TO THE OPERATION OF THE CUSTOMER-GENERATOR’S FACILITY, pursuant to binding, full-requirements, fixed rate contracts, or, at the EDC’s option, the average LOCATIONAL MARGINAL PRICE (lMP) of energy, or its successor, over the billing period in the applicable EDC’s transmission zone.
   Annualized period--The term has the same meaning as ''reporting period'' as that term is defined in section 2 of the act.

   Base year--For customer-generators who initiated self generation on or after January 1, 1999, the base year will be the immediate prior calendar year; for all other customer generators, the base year will be 1996.

   Billing month--The term has the same meaning as set forth in § 56.2 (relating to definitions).

   Customer-generator facility--The equipment used by a customer-generator to generate, manage, monitor and deliver electricity to the EDC.

   Electric distribution system--That portion of an electric system which delivers electricity from transformation points on the transmission system to points of connection at a customer's premises.

   Equipment package--A group of components connecting an electric generator with an electric delivery system, and includes all interface equipment including switchgear, inverters, or other interface devices. An equipment package may include an integrated generator or electric source.

   Meter aggregation--The combination of readings from and billing for all meters within a particular  regardless of rate class on contiguous and adjacent properties owned or leased and operated by a customer-generator for properties located within the service territory of a single EDC. Meter aggregation may be completed through physical or virtual meter aggregation.

   Net metering--A system of metering electricity in which:

   (i)  The EDC credits a customer-generator at the full retail rate for each kilowatt-hour produced by a Tier I or Tier II 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 an annualized period.

   (ii)  The EDC compensates the customer-generator at the end of the annualized period for any remaining kilowatt-hour credits, at a rate equal to the supplier/provider's avoided cost of wholesale power.

   (iii)  The credit or compensation mechanism between an EGS and a net metered customer-generator of an EGS shall be determined by the particular service agreement between the EGS and the customer-generator.  The means of measuring the difference between the electricity supplied by an electric utility or egs and the electricity generated by a customer-generator when the alternative energy generating system is intended primarily to offset part or all of the customer-generator’s requirements for electricity.
   Physical meter aggregation--The physical rewiring of all meters within a particular regardless of rate class on contiguous and adjacent properties owned or leased and operated by a customer-generator to provide a single point of contact for a single meter to measure electric service for that customer-generator.

   Virtual meter aggregation--The combination of readings and billing for all meters in a particular regardless of rate class on contiguous and adjacent properties owned or leased and operated by a customer-generator by means of the EDC's billing process, rather than through physical rewiring of the customer-generator's property for a physical, single point of contact.

§ 75.13. General provisions.

   (a)  EDCs shall offer net metering to customer-generators that generate electricity on the customer-generator's side of the meter using Tier I or Tier II alternative energy sources, on a first come, first served basis. EGSs may offer net metering to customer-generators, on a first come, first served basis, under the terms and conditions as are set forth in agreements between EGSs and customer-generators taking service from EGSs.

   (b)  An EDC shall file a tariff with the Commission that provides for net metering consistent with this chapter. An EDC shall file a tariff providing net metering protocols that enable EGSs to offer net metering to customer-generators taking service from EGSs. To the extent that an EGS offers net metering service, the EGS shall prepare information about net metering consistent with this chapter and provide that information with the disclosure information required in § 54.5 (relating to disclosure statement for residential and small business customers).

  (c)  The EDC shall credit a customer-generator at the full retail rate for each kilowatt-hour produced by a Tier I or Tier II 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 the billing period.  For customer-generators involved in virtual meter aggregation programs, a credit shall be applied first to the meter through which the generating facility supplies electricity to the distribution system, then through the remaining meters for the customer-generator’s account equally at each meter’s designated rate.   
   (c)  If a customer-generator is a generation 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. The EDC shall reduce the customer-generator's bill for the next billing month to compensate for the excess electricity produced by the customer-generator in the previous billing period.

   (d)  An EDC shall carry over credits earned by a customer-generator from a billing month to successive billing months. Any unused credits shall accumulate until the end of the annualized period.

   (e) (D)  At the end of each annualized billing period, the EDC shall compensate the customer-generator for excess kilowatt-hours generated by the customer-generator over the amount of kilowatt hours delivered by the EDC during the billing period at the EDC's avoided cost of wholesale power.

   (f) (E) The credit or compensation terms for excess electricity produced by customer-generators who are customers of EGSs shall be stated in the service agreement between the customer-generator and the EGS.

   (g) (F) If a customer-generator switches electricity suppliers, the EDC shall treat the end of the service period as if it were the end of the annualized billing period.

   (h) (G)  An EDC and EGS which offer net metering shall submit an annual net metering report to the Commission. The report shall be submitted by July 30 of each year, and shall include the following information for the annualized Reporting period ending May 31 of that year:

   (1)  The total number of customer-generator facilities.

   (2)  The total estimated rated generating capacity of its net metering customer-generators.

   (i) (H)  A customer-generator that is eligible for net metering owns the alternative energy credits of the electricity it generates, unless there is a contract with an express provision that assigns ownership of the alternative energy credits to another entity or the customer-generator expressly rejects any ownership interest in alternative energy credits under § 75.14(d) (relating to meters and metering).

   (j) (I)  An EDC shall provide net metering at nondiscriminatory rates identical with respect to rate structure, retail rate components and any monthly charges to the rates charged to other customers that are not customer-generators. An EDC may use a special load profile for the customer-generator which incorporates the customer-generator's real time generation if the special load profile is approved by the Commission.

   (k) (J)  An EDC may not charge a customer-generator a fee or other type of charge unless the fee or charge would apply to other customers that are not customer-generators. The EDC may not require additional equipment or insurance or impose any other requirement unless the additional equipment, insurance or other requirement is specifically authorized under this chapter or by order of the Commission.

   (l) (K)  Nothing in this subchapter abrogates a person's obligation to comply with other applicable law.

§ 75.14. Meters and metering.

   (a)  A customer-generator facility used for net metering shall be equipped with a single bi-directional meter that can measure and record the flow of electricity in both directions at the same rate. If the customer-generator agrees, a dual meter arrangement may be substituted for a single bi-directional meter.

   (b)  If the customer-generator's existing electric metering equipment does not meet the requirements in subsection (a), the EDC shall install new metering equipment for the customer-generator at the EDC's expense. Any subsequent metering equipment change necessitated by the customer-generator shall be paid for by the customer-generator.

   (c)  When the customer-generator intends to take title or transfer title to any alternative energy credits which may be produced by the customer-generator's facility, the customer-generator shall bear the cost of additional net metering equipment required to qualify the alternative energy credits in accordance with the act.

   (d)  When the customer-generator expressly rejects ownership of alternative energy credits produced by the customer-generator's facility, the EDC may supply additional metering equipment required to qualify the alternative energy credit at the EDC's expense. In those circumstances, the EDC shall take title to any alternative energy credit produced.  An EDC shall, prior to taking title to any alternative energy credits produced by a customer-generator, fully inform the customer-generator of the potential value of the alternative energy credits and other options available to the customer-generator for the disposition of those credits.  A customer-generator is not prohibited from having a qualified meter service provider install metering equipment for the measurement of generation, or from selling alternative energy credits to a third party other than an EDC.

   (e)  Meter aggregation within a particular rate class on contiguous and adjacent properties  owned or leased and operated by a customer-generator shall be allowed for purposes of net metering.  Meter aggregation shall be limited to meters located on properties within 2 miles of the boundaries of the customer-generator’s property.  Meter aggregation shall only be available for properties located within a single EDC’s service territory.  Physical meter aggregation shall be at the customer-generator's expense. The EDC shall provide the necessary equipment to complete physical aggregation. If the customer-generator requests virtual meter aggregation, 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.

§ 75.15. Treatment of stranded costs.

   If a net metering small commercial, commercial or industrial customer's self-generation results in a 10% or more reduction in the customer's purchase of electricity through the EDC's transmission and distribution network for an annualized period when compared to the prior annualized period, the net metering small commercial, commercial or industrial customer shall be responsible for its share of stranded costs to prevent interclass or intraclass cost shifting under 66 Pa.C.S. § 2808(a) (relating to competitive transition charge). The net metering small commercial, commercial or industrial customer's stranded cost obligation shall be calculated based upon the applicable ''base year'' as defined in this chapter.

� 	LMP was instituted in PJM in April 1998.  Before then, there had been a single system price, the market-clearing price (MCP).


� 	See, National Regulatory Research Institute, publication 04-16, Commissioner Primer, LMP, at p. 9.
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