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In the matter on the Commission’s own
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COMMENTS OF ENERGY MICHIGAN, INC. ON CONSUMERS ENERGY PROPOSED
GENERATOR INTERCONNECTION STANDARDS AND
DETROIT EDISON COMPANY PROPOSAL FOR DISTRIBUTED
GENERATION INTERCONNECTION GUIDELINES
Pursuant to the Order of the Michigan Public Service Commission (Commission) Energy Michigan
hereby provides comments on the Detroit Edison Company’'s draft proposal for distributed
generation interconnection guidelines and the Consumers Energy Company proposed generator

interconnection standards.
|. DESIRABLE CRITERIA FOR INTERCONNECTION STANDARDS
A. Recommended Solutions
In previous submissions to Commission Staff, Energy Michigan has taken the position that
the following points (many of which are taken from recent ERCOT rules) should be incorporated
in new interconnect standards for both large and small projects:

1. Interconnect Studies

a There must be mandatory time frames for the completion of interconnect

studies and guidelines for the cost of such studies. These guidelines should



be extremely tight in the case of generation projects of less than 10 MW
which are located on distribution facilities. ERCOT rule 25.211(g)(2)

requires afour week turn around.

b. There should be a mechanism to purge inactive generation applications,

perhaps through the use of project milestones, etc.

C. If utility personnel are unable to compl ete studies within the required time
frames customers should be able to contract the work to private vendors. If
utilities insist on performing the work, damages should be specified for
failure to complete on time. Cost caps are particularly important for small

projects.

There Should Be a Standard Interconnect Format Agreement (Particularly for Small
Projects)

a The standard interconnect agreement should specify time requirements for
negotiation. ERCOT uses a six week time frame for small projects. There

should be aprescribed time framefor turn around of drafts. Rule 25.211(m).

b. There should be at least two formats: one for export projects and one for

inside the fence projects.

C. There needs to be a standard policy on the liability of projects to provide
system or other upgrades which bears a reasonable relationship to the

cost/size of the project.

d. If upgrades are required, there must be a standard policy requiring that costs
paid by the project are net of salvage value of replaced equipment and value



of thenew facilitieswhich will berealized by the utility in theform of service

to other customers or future customers, etc.

3. Time and Cost of Constructing Interconnect Facilities

a There should be astandard policy on the time frame allowed to construct the
interconnect facilitiesindicated by studiesand interconnect agreement. Such

time lines could differ regarding small and large projects.

b. Liquidated damages should be specified for failure to achieve construction
in required time frames and within budget. The ERCOT format of requiring
the utility to choose between accepting liquidated damages for failure to
construct on time and within budget or alow the developer to select itsown
contractor or have the work bid out to a contractor selected by the utility
should be adopted.

C. Note that ERCOT has also used standard turn around time frames for
interconnection study, contracting and construction, particularly in the case
of projects of lessthan 10 MW. ERCOT Rule 25.211.

4, Comparability

There should be requirements that non-utility generation be subject to the same
standardsof interruption, dispatch, etc. asutility native generation. Thereshould be
adistinction for inside the fence projects and relaxation or elimination of telemetry

or other requirements allowing dispatch which do not apply to such projects.

6. The Commission should initiate a program of equipment pre-certification to speed

the construction and interconnection agreement negotiating process.



7. An accelerated program of dispute resol ution would help resolve bottle-neck issues.

Recommended Process

1 Energy Michigan recommends that the Commission convene a group of interested
non-utility generators, non-utility marketers, utilities and large customer/hostsfor a
meeting to identify issues of concern regarding the filed interconnection proposals
submitted in this docket.

2. Phase Il of the process should require circulation or development of proposals to

resolve the issues identified.

3. Phase |11 should involve attempts to negotiate consensus agreements on the methods
to resolve issues identified with those issues not resolved by consensus being the

subject of hearings before the Commission.

Note that Ohio appears to be going through the same process of developing interconnect

standards and the IEEE isworking on thiswith agoal of producing national model in 2001.

[1. ASSESSMENT OF DETROIT EDISON DRAFT PROPOSAL FOR
DISTRIBUTED GENERATION INTERCONNECTION GUIDELINES
IN COMPARISON WITH ENERGY MICHIGAN CRITERIA

Detroit Edison

1 Single Phase Units 25 kVA or Less

The Edison interconnect standards for projects of 25 kVA or less contain many

promising features. The proposed time line for completion for Edison activities is four

weeks. Costsfor Edison reviewsand studiesare $700 or less. (It should be noted, however,



that this fee structure could prove burdensome for the very small projects designed to serve
one household for example. Seven hundred dollarsof Edison cost could represent 20%-30%

of the entire project cost).

Edison proposesto usetypetesting arrangementswhereby aspecific typeof generator
installation would be tested by national labs and Edison would not be required to repeat such
testing to approve installation of the equipment in connection with the Edison system. For
smaller projects, Edison proposesto waive the requirement for system impact studies. Also,

for single phase 25 kV A project, thereis no need for control drawings or schematics.

Collectively, the Edison procedures for projects of 25 kV A or less appear relatively

streamlined and do not seem to be a barrier to project devel opment.

2. Projects Greater Than 25 kVA

Edison’ sinterconnect guidelines for larger projects contain deficiencies.

a Dividing distributed generation into size levels of 25 kV A and below on the
one hand and above 25 kVA for everything else is likely to place an
unreasonabl e administrative and cost burden on projectsin the 26-300 kVA
range. These projectsaretoo small to carry asignificant administrative cost
burden yet are subjected to the same requirements as a project of 5,000 or
even 10,000 kVA. It would bedesirablefor Edison to implement one or two
intermediate levels of interconnect requirementsfor projectsin the 26-1,000

kVA range.

b. The time requirement for processing is either much longer or much less
defined than the requirements applicable to projects of 25 kVA or less. For

example, Edison is allowed up to 20 business days to determine if acertain



type of study isrequired. The customer must make advanced payment for
installation which must be constructed. There are no time deadlines on the
work of acting upon interconnection requests nor are there guarantees that

interconnection will be accomplished within certain cost limits.

C. Several important intermedi ate steps such asimplementing acustomer testing

plan are |eft to be developed on a case by case basis by the customer.

d. Where the utility cannot complete interconnection work on atimely or cost
effective basis, the customer does not have the option to retain a private

contractor or do the work itself to the utility’ s specifications.

In summary, al distributed generation or merchant plant projects on the Edison
system above 25 kVA are lumped into one category of merchant plants and this category
does not enjoy any substantial guarantees that interconnection will be accomplished on a

timely, fair or cost effective basis.

In addition to these comments, please see Attachment 1.

[11. CONSUMERS ENERGY PROPOSED GENERATOR
INTERCONNECTION STANDARDS

The Consumers Energy proposed interconnect standards have several positive features:

1 The standardsare differentiated according to three capacity sizes. lessthan 100 kW, 100-999
kW and greater than 1,000 kW.

Thisthreetiered approach avoidstheall or nothing approach of Detroit Edison which divides

projects into one very small class (25 kVA or less) and all other generator sizes.



2. Standards for “non-sell back” projects below 100 kW are ssmplified and engineering study

requirements are waived.

3. Small projects qualify for a relatively rapid 15 day process to execute the interconnect

agreement.

4, The application feesfor “non-sell back” projectsbelow 100 kW are limited to $400 but “ sell
back” projects may also have to pay a $2,000 engineering study fee.

It should be noted that the term “ sell back” appearsto apply to aproject selling electricity to
the utility but the status of projects which hope to sell output into the wholesale competitive non-
utility market is not defined. Consumers should clarify this question.

For projects larger than 100 kW Consumers proposed standards appear to leave many

guestions open.

There is no guarantee of deadlines for processing or interconnection work. Projects thus
have no means of assuring that Consumers will complete required work in a specified time or at a
competitive cost. Projectswhich cannot obtain required interconnection work from Consumerson
atimely or cost effective basis should have the right to contract with private engineering firmsor to
complete required work themselves or be ableto hold Consumersto clearly specified costsand time
deadlines.

Pre-certification of equipment should be assured where feasible.

Finally, there should be standards mandating that non-utility generation be subject to the
same standards of interruption, dispatch, etc. as utility native generation. There should aso be a
distinction for inside the fence projects and relaxation or elimination of telemetry or other

requirements alowing dispatch which do not apply to such projects.



It isemphasized that some generation projects|ocated on the distribution system will desire
to sell power into wholesale markets. Utilities are not allowed to prevent, preapprove or approve
such sales. Nor are utilities required to buy this output. Given this situation the potential for such
wholesale transactions should be recognized and standardized arrangements should be made to

accommodate this new phenomenon.

V. CONCLUSION AND REQUEST FOR ACTION

Theinterconnection filings submitted by Detroit Edison and Consumers Energy areastart along the
path of developing practical and expeditious interconnect standards for non-utility generation.
However, significant problems remain to be solved. For projects above 100 kW, the guidelines
proposed by Edison and Consumersdo not appear to assurerapid processing at reasonabl e costs, nor
do they assure that interconnection study costs will be reasonable and that interconnection study
costsor work will bereasonable or performed on atimely basis. Developersof such projectsare not
allowed to contract for required work with private contractorswhen the utility isunableor unwilling
to complete required work on atimely or cost effective basis. The status of projects selling into the

whol esale market remains ambiguous.

The Commission should address these questions by moving to an informal process where the
specific interconnection standards may serve asastarting point in aprocesswhich alowsinterested

parties to obtain needed modifications.



June 6, 2001

Respectfully submitted,

VARNUM, RIDDERING, SCHMIDT & HOWLETTLLP
Attorneys for Energy Michigan

ay L. ). Selocidewics

Eric J. Schneidewind (P20037)
The Victor Center, Suite 810
201 N. Washington Square
Lansing, Michigan 48933
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ATTACHMENT 1

Additional Comments on Detroit Edison Guidelines

1 In Section 2 (General Information), page 10, under "Supply from the
Secondary Network", we agree that a full engineering study isrequired for this type of installation
but that mention of IEEE - SCC #21-P1247, a study group in the IEEE that is working on this
problem, should be noted and as a minimum, the guidelines from this group should be
followed.

2. In Section 2 (General Information), page 10, under "Momentary Paralleling
with Detroit Edison”, it should be noted that this operation is already a permissible configuration,
does not apply to a distributed generation system and should be noted as such or eliminated from
the document to avoid confusion.

3. In Section 2 (Genera Information), page 11, under, "Applicable Fees and
Charges', the Commission may wish to adopt aflat $5.00 per nameplate kW charge by the Company
for the purposes of the Application Fee Charge and the System Impact Study Charge. This concept
levelsthe cost to all and avoidsthe "first request” from paying the full amount for a systems study.
This approach has been used successfully in the First Energy service area.

4, In Section 3 (Design Requirements), page 14, adiscrete synchronization check
relay (ANSI [25]) should berequired inthelist of protection. Many control unitsare using software
type logic for this protection and it cannot be trusted in all cases.

5. In Appendix | - Application Process (25kV A Units or Less), page 29, under
each step, the length of time to complete each step should be noted. For example, Step 2, should be
"upon receipt of the application and fee". Thisreview should takeno morethan 2 weeks, whereupon
itisback to the Applicant to begin Step 3. Upon signing the Agreement, the Utility should be ready
for installation for this size unit within two weeks.

6. In Appendix Il - Application Process (Units greater than 25kV A), page 36,
under each step and similar to that noted in [5] above, the length of time to complete each step
should be noted. Theimpact review should take no more than 4 weeksfor thisprocess. Again, the
$5.00/kW charge would apply for this part of the work.

7. Thereislittle in the way of time lines for larger projects. Edison could, by
applying these proposed interconnect standards, literally stop any DG program merely by changing
the terms as allowed by their proposal. Time can kill any competitor and DE has put time
completely on its side.

Asan option, |EEE has devel oped (and continuesto devel op) interconnect standards
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that get us much closer to a workable system that could succeed in a competitive environment.
Perhaps Michigan 10Us should be required to adhere to the IEEE format and take exception only
if the Michigan environment can be proven (definitively by the utility) to be different than other
areas of the U.S.

8. DE’sproposed guidelines at p 4 - statesthat interconnecting customers must
have al agreements executed w/DE before parallel operation is permitted, including “rates, terms
and conditions for energy flow into and out for the facility.” Itisnot clear what that means.

9. Also, onthepage4, it saysthat customerstaking bundled service havearight
to standby service but open access customersdo not. Why can’t standby be unbundled and provided
toall customers? Finally, onthe same page, it saysthat acustomer can sell output fromtheDG only
w/DE'’s permission. This is unreasonable - besides, if a customer wants to sell at wholesale it’s
entirely FERC-jurisdictional.

10. On p. 8 it says that DE has “the responsibility to monitor all wholesae
transactions between aDG and third-parties.” Itisnot clear what Edison thinksis monitoring - this
language should be removed.
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PROOF OF SERICE

Monica Robinson, duly sworn, deposes that on this 6th day of June, 2001 she served a copy of
Comments of Energy Michigan, Inc. on Consumers Energy Proposed Generator Interconnection
Standardsand Detroit Edison Proposal for Distributed Generation Interconnection Guidelines upon
David Gadaleto of the MPSC Staff, Jon Robinson of Consumers Epergy, and Jon Christinidisby e-
mail and regular mail, at their last known addresses.

obinson, Deponent

Subscribed and sworn to before me
this 6th day of June, 2001.

Q,dhi UUG QVLQAQM@‘JL

Rebecca Grenawalt, Notary Public
Ingham County, Michigan
My Commission Expires: July 12, 2001




