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Dear Chairman Woodsome, Chairman Berry and Members of the Energy, Utilities and 
Technology Committee, 
 
 
 

 

This memorandum presents the Office of the Public Advocate’s estimate of the cost 

impact of the Majority Report of LD 1504, An Act to Modernize Rates for Small-scale 

Distributed Generation, prepared at the request of the Chairs of the Energy, Utilities and 

Technology Committee.  It is based on the financial modeling and analysis previously 

presented to the Committee by the OPA. 

I. Cost to Implement the PUC’s Net Energy Billing Rule 

The table below shows the costs and savings associated with the Public Utilities 

Commission’s new net energy billing rule.  That rule reduces the compensations that new 

distributed generation customers receive over time, by reducing the portion of their T&D 

bill which can be offset.  It also requires that the utility install a second meter to measure the 

gross output of the customer’s distributed generation installation.  
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Cost to Ratepayers Relative to Net Billing of New PUC Net Energy Billing Rule1  
(Delivery Payments and Metering Costs) 

 

Case  2018 2019 2020 2021 Total 

Low  T&D Costs/(Savings) ($32,599)  ($94,911) ($184,220) ($297,972)  

4 MW/year Metering Costs $285,000 $285,000 $285,000 $285,000  

 Total $252,401  $190,089  $100,780  ($12,972) $530,298  

       

Base T&D Costs/(Savings) ($65,199) ($189,823) ($368,440) ($595,943)  

7 MW/year Metering Costs $500,000 $500,000 $500,000 $500,000  

 Total $434,801  $310,177  $131,560  ($95,943) $780,595  

       

High T&D Costs/(Savings) ($130,397) ($379,645) ($736,881) ($1,191,887)  

14 MW/year Metering Costs $1,000,000 $1,000,000 $1,000,000 $1,000,000  

 Total $869,603  $620,355  $263,119  ($191,887) $1,561,190  
 

As the table shows, in the near term the relatively modest savings associated with reducing 

the T&D compensation are more than outweighed by the costs of the additional meters 

under all scenarios. 

II. Majority Report Cost Savings 

The Majority Report makes two changes to the Commission’s rule.  First, it prohibits 

gross metering, which would eliminate the requirement of a second meter and the associated 

additional costs to ratepayers.  Second, it requires full crediting of the customer’s T&D rate 

for any production through the end of 2021, which eliminates any of the T&D savings 

associated with the Commission’s rule.  In effect, it restores net metering for the next four 

years, avoiding all of the costs described in the table above.  Thus the majority report would 

save Maine ratepayers between $530,299 and $1,561,190 between now and the end of 2021. 

 Because the Majority Report essentially leaves net metering intact, it may also allow 

                                                           
1 T&D cost savings are based on the financial model developed by Strategen Consulting for the OPA, 
available at 
http://www.maine.gov/meopa/reports/128th/OPA%20Ratepayer%20Savings_Maine_New%20Policy%20S
elf%20Consumption%20Model%20(3).xlsx.  Metering costs assume an average system size of 7 kW, and a 
all-in cost of $500 per meter, based on estimates from CMP and Emera Maine. 
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the utilities to avoid incremental expenditures to change their billing systems to implement 

the new rule, which could result in additional savings relative to the status quo.  

III. Long Term Savings 

Some parties, including the Commission, have suggested that the rule could yield 

substantial long term savings that would outweigh the upfront costs associated with the 

additional metering required by the new rule.2  Our own modeling suggests this could be 

true, particularly in later years, as the percentage reductions in T&D compensation reach 

50% and more.   

However, we have not included these projections here for three reasons.  

First, this near term analysis is consistent with the Commission’s own approach to 

analyzing solar legislation (in particular LD 1649) in the last legislative session, which looked 

at costs only in the first five years. As a general matter we share their preference for more 

certain near term cost projections over those based on estimates ten or more years into the 

future.   

Second, those projected savings assume that the existing transmission and 

distribution rate design, in which costs are primarily recovered through a uniform per kWh 

charge, will remain unchanged for the next ten years.  In its order adopting its new net billing 

rule, the Commission itself signaled they intend to consider significant revisions to T&D rate 

design at the earliest opportunity.  Nationally, T&D utilities and regulators are experimenting 

with time of use rates, higher fixed charges and/or demand charges for distributed 

generation customers. 

Third, the rapidly declining cost of storage technology makes it difficult to predict 

whether the Commission’s net energy billing approach will continue to offer customers the 

greatest value in future years.  As T&D compensation declines, it may become preferable for 

customers to store excess power using distributed storage, under the Commission’s Chapter 

315 rules. These rules, which require only a single meter and allow customers to fully offset 

their self-consumption at the retail rate, may offer the better value proposition.  In that case, 

the savings in the projected rule would not be realized. 

                                                           
22 The Commission has not shared their financial analysis with the Committee or our office. 
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Respectfully Submitted, 
 

 
 
Timothy R. Schneider 

       Office of the Public Advocate 
 
 
 
 


