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Purpose and Benefits

The overarching purpose of this proposed cost sharing mechanism is to fairly allocate the cost of upgrades that increase the hosting capacity of the distribution system by building new or upgrading existing infrastructure.  This will lower the per kW interconnection cost to individual projects, facilitating the deployment of additional DERs. This approach will:

1. Remove the “first-mover” burden on an Interconnecting Customer, except as otherwise unavoidable
2. Provide cost certainty to both the first in queue and all subsequent queued interconnecting customers as to the cost upgrades for which they will be responsible
3. Acknowledge that a subset of upgrades implemented by the utility, under its capital plan, can be integrated to address system asset and reliability issues while enabling the delivery of renewable energy

The upgrades are divided into two categories: Utility Driven or Market Driven Upgrades. 


I. Utility-Initiated DER Upgrade Mechanism

Multi Value Distribution Planning Upgrades
	
When a substation transformer install/replacement is in a utility’s work plan, the Utility is to consider options to upgrade the asset for greater hosting capacity rather than replace in-kind.  If the asset can be upgraded, the Utility will cover the cost already in their capital plan for the in-kind replacement.  If there is market interest to indicate DG growth on that bank, the Utility can replace the existing unit with a larger bank.  Participants in cost sharing will include the Triggering project, defined as the first project or portion of the first project to exceed the capacity rating of the existing transformer, and Sharing projects, defined as projects with a queue position after the Triggering project that would require the upgrade.  Participating projects will pay a pro-rated share based on project size and the incremental cost difference between replacing the asset in kind and the costs associated with upgrading to a larger unit.  

Step 1: Identify market interest:
When the Capital Investment Plan is released, the Utility will share the list of substations planned for major upgrades. The plan will outline the projects based on their planned design/construction schedule, deadline for DG applications, and an estimate of additional funds required to upgrade that substation for creating additional hosting capacity. The plan will be published on the utility system data portals. At utility discretion, a window will open for the DER developers to submit their interconnection applications based on the deadline listed in the initial plan. Existing applications beyond the Triggering project are automatically opted in to this process. 

Step 2: DG commitments: 
After the deadline, the Utility will calculate a cost per kW for shared upgrades identified for each project. This estimated cost per kW multiplied by the project size will be used for the study estimate for each participating project.   
Based on the number of DG applicants that commit to pay, the Utility will have the discretion to move ahead with the upgrade.  No costs shall be refunded to Triggering or Sharing projects that cancel after making the full payment until/unless a subsequent project(s) take their place by making their full payment. 


For example, if a utility is replacing a 25MVA transformer in kind due to an asset condition issue, the Utility will review market interest and determine if they can upgrade to a 40MVA transformer.  If they can, then the Utility will pay for the cost of a 25MVA transformer replacement, and any cost difference between the 25MVA bank and a 40 MVA bank will be the responsibility of participating projects.  In this example, if the incremental difference between a 25MVA bank and 40MVA bank is $750,000, and creates 15MVA of additional capacity, then the Triggering and Sharing projects will contribute $50,000 per MW of project capacity.

Proactive 3V0 Upgrades 
 
The Proactive 3Vo Distributed Generation Interconnection Program provides customers the opportunity to connect their distributed generation projects (sized 50 kW or above) to a Utility’s electric system expediently at designated locations utilizing an alternative cost allocation methodology for 3Vo upgrades that is intended to facilitate timely and cost-effective interconnections.  

Utilities, at their discretion, may undertake 3Vo upgrades at designated substations, as determined by the Utility, for the purpose of adding capacity to these substations that will enable a certain level of distributed generation to connect to the system without adversely impacting reliability or safety.  The Utility will make these locations known to customers and developers through its system data portal.  Customers will apply for interconnection by following the application process in the Standard Interconnection Requirements (“SIR”).  In accordance with the NYS SIR process, the Utility will notify the customer if their project is eligible under this program.  The Utility will only accept projects at a 3Vo substation up to the maximum capacity available at the site for reliable and safe operation.







II. Market-Initiated DER Upgrade Mechanism


Types of Qualifying Upgrades:

1. Qualifying Upgrades will be limited to those which result in an increase to the hosting capacity of the distribution system beyond that required to interconnect the triggering project.  The mechanics of the Cost Sharing shall be somewhat different for each type of Qualifying Upgrade, as set forth in the “CESIR Process” section below.  These “Qualifying Upgrades” shall include, but are not limited to:
a. Substation Upgrades – Other than Substation Transformer Installation/Upgrade 
i. 3v0 substation upgrades.
ii. Substation LTC or Relay Modifications.
iii. Substation modifications allowing for the implementation of advance inverter or command/control schema.
b. Substation Transformer Installation/Upgrade (size increase) and associated equipment installation /upgrades. 
c. Distribution/ Sub Transmission Line Upgrade. 
i. Three phase extensions.
ii. Three phase line reconductoring.
iii. Three phase new feeders.

2. Upgrades excluded from participating in this cost sharing mechanism (”Non-Qualifying Upgrades”) include:
a. Assets dedicated solely to the interconnection of any one particular project that will not provide a benefit to hosting capacity for other DG projects.
b. Any upgrade whose gross cost is less than $250,000.00.
c. Interconnection upgrades on the secondary network system.

Project Profiles to Be Considered in Site Selection and Eligible for the Cost Sharing Reimbursement Mechanism

1. Projects must be greater than 50kW AC nameplate rating in size, or projects proposed by the same developer, within a six-month period that are greater than 50kW AC nameplate rating in aggregate.
2. Developer defined as the entity that submitted the interconnection application.  A single developer includes all legal entities associated or affiliated with a given company, including subsidiaries, LLCs, etc.






CESIR Process for Utility and Market Initiated DER Upgrade Mechanism: 

[bookmark: _Hlk37083775]When, throughout the course of normal study, the determination is made that a Qualifying Upgrade is required to interconnect the “Triggering Project”, the Utility will discuss the upgrade required with the triggering project and if agreed, proceed with a more detailed study to provide an estimated cost for required upgrade.  In the CESIR, the Utility will determine the gross cost of that modification (“Qualifying Upgrade Cost”) and the net increase in hosting capacity that would result from the construction of that modification. The Utility shall be granted an additional forty (40) Business Days for a total of one hundred (100) Business Days to complete the CESIR.  Once the Utility has identified the need for a Qualifying Upgrade, the Utility will present the use case and specifics in an Exhibit to the CESIR and publish a “Qualifying Upgrade Disclosure” that shall also include the following items:

1. The technology option(s) considered to address the system impacts.
2. Total estimated Qualifying Upgrade Cost and increase in hosting capacity – and the resulting “Capacity Increase Shared Cost”, per-AC-Watt.

The Qualifying Upgrade Disclosure will be published in the following manner:

1. To the Triggering Project and any Sharing Projects as an exhibit in their CESIRs.

2. To the general market via a notice posted on the utility’s system data portal, and/or other means.
3. To the Department of Public Service and NYSERDA via an email to the DG Ombudsperson(s).

Qualifying Upgrade Costs shall be assigned to both Triggering Projects and Sharing Projects via their respective CESIRs, in the following manner:

1. Substation Upgrades other than Transformer Installation/Upgrade
a. [bookmark: _Hlk37240509]The CESIR shall include a Qualifying Upgrade Charge equal to the Capacity Increase Shared Cost (per AC-Watt) times the capacity of the interconnecting project.
b. 25% and full payments shall be made as set forth in the SIR.
c. Construction of the upgrade shall begin once full payment of the estimate in the CESIR has been made by the Triggering Project, or a Sharing Project.
d. No costs shall be refunded to Triggering or Sharing projects that cancel after making the full payment until/unless a subsequent project(s) take their place by making their full payment.
2. Substation Transformer and associated equipment Installation/Upgrade 

a. The CESIR shall include a Qualifying Upgrade Charge equal to the Capacity Increase Shared Cost (per AC-Watt) times the capacity of the interconnecting project.  This charge shall include the cost of the transformer work plus any additional work required in the substation to accommodate the upgrade (switchgears, station expansion, etc).  
b. 25% and final full payments shall be made as set forth in the SIR.
c. Construction of the upgrade shall begin once 100% payment has been made by the Triggering Project, and/or Sharing Project(s) equal to at least 75% of the total Capacity Increase Shared Cost.  
For example, consider a scenario where DG projects in queue trigger a transformer bank upgrade.  If the cost of the upgrade is $6M, then the utility will proceed with the upgrade once it collects at least $4.5M (75% of the $6M cost of the upgrade).  
d. No costs shall be refunded to Triggering or Sharing projects that cancel after making the full payment until/unless a subsequent project(s) take their place by making their full payment.  If the 75% of the total Capacity Increase Shared Cost is not collected within 12 months of a project paying their full construction contribution, meaning not enough funds were collected to begin the upgrade, then the project may request a refund.
3. Distribution/ Sub Transmission Line Upgrades
a. The Triggering Project shall be charged for the full cost of the Qualifying Upgrade in its CESIR.
b. 25% and full payments shall be made as set forth in the SIR.
c. Construction of the upgrade shall begin once full payment has been made by the Triggering Project.
d. The circuit shall, at the time the 25% payment is made by the Triggering Project, be designated as a “DG Encumbered Line”.
e. Any Sharing Project(s) above 50kW AC that later proceed to CESIR will be charged their pro-rata share of the Qualifying Upgrade Cost in the manner set forth in this Section.   Projects that would not otherwise trigger an upgrade would not be considered a Sharing Project.  Pro rata share for distribution upgrades will be based on the capacity and footage used of the DG project.
f. Upon making their full payment, pre-existing Triggering and/or Sharing Projects shall be reimbursed by the Utility*, with contribution to be calculated based on latter project size to total projects interconnected on that line.  After 5-years from first project interconnection, or first mover’s contribution becomes less than $100,000 after reimbursement, whichever comes first, the line will no longer be considered “DG-encumbered”.
g. No costs shall be refunded to Sharing projects that cancel after making the 100% payment until/unless a subsequent project(s) take their place by making their 100% payment.
*NOTE:  Currently there is no method of reimbursing a project prior to the reconciliation process on estimated upgrade cost, so additional analysis by the JU’s is required to determine a potential method of providing reimbursement prior to reconciliation.

Allocation / Recovery of Unrecovered Costs
The Utility will determine the Interconnection Fee ($/kW) by dividing the sum of the total costs of the qualifying upgrades at the designated locations by a factor representing the sum of the total hosting capacity in kW of that designated location.  The Utility will reconcile the outstanding upgrade costs, including carrying charges using the weighted pretax cost of capital, on an annual basis, or more frequently, if needed.
Under this mechanism, costs of Qualifying Upgrades that are not recovered by additional Sharing Projects being developed would, after utility rate period, be put into the utility’s rate base for recovery.  This will include the recovery of all unrecovered costs, including costs that exceed the annual cap as defined below. Unrecovered costs will be limited to no more than 2% of a utility’s distribution/sub transmission electric capital investment budget per fiscal year. The cap will be calculated as a rolling five-year average of each utility’s forecasted distribution/sub transmission electric capital investment for the impacted year and the next four years according to each utility’s current capital plan. The cap will be updated annually.



Capital Project Queue
If the utility upgrade is planned more than 24 months out in the capital review process, and the Utility does not have the resources to pull the upgrade forward, the Utility will create a Capital Project queue at the substation or feeder level for DG projects unable to interconnect due to the upgrade.  
1. The Utility will note on the Hosting Capacity map within the Notes section that the station/feeder is impacted by the Capital Project queue due to future work, and Hosting Capacity is currently “0”.  
1. If a DG project submits an application via the SIR process, the application will follow the normal SIR process, including the assignment of an Application Approved Date.  At the preliminary analysis stage, the DG project will be placed into a Capital Project queue.  Standard SIR timelines will be suspended for projects in the Capital Project queue.  
1. When the utility upgrade is within 18 months of expected completion date, the Capital Project queue will be dissolved for that station.  SIR timelines will be unsuspended.  Projects will be considered and studied based on their original Application Approved Date.  
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