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Microsoft and Facebook applaud the Board’s interest in exploring the complicated but

important issues involved in distributed generation. The Board is wise to try and stay ahead of

the fast-moving curve, and to reach out to the many and diverse constituencies who will be

affected by policy decisions made by the Board and other state and private participants in the

energy market.

For Microsoft and Facebook, this inquiry docket represents an intersection between our

commitment to greener cloud computing and the growing presence we each have in Iowa.

Locally, nationally and globally, consumers continue to demand more cloud services and the

redundancy, convenience of mobility, connectivity and community that the cloud makes

possible. Powering the growing number and growing size of data centers is a continuing

management challenge and a sizeable investment for Microsoft and Facebook. The issue of

distributed generation, then, is for us one of controlling energy costs, ensuring energy reliability,

and supporting energy sustainability and environmental responsibility. Ultimately, Microsoft and

Facebook are interested in promoting a cleaner and more efficient grid, which will include the

integration of all sources of cost-effective generation, distributed or otherwise.

1
Siculus, Inc. is a wholly-owned subsidiary of Facebook and is referred to herein as “Facebook.”
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Microsoft and Facebook appreciate that balancing any of these factors – much less all of

them – is not an easy task for energy consumers, for utilities, or for policy makers. Investments

in distributed generation may allow Microsoft or Facebook to mitigate the impact of

transmission or distribution system outages, and to minimize the carbon footprint of their

operations – which are highly desirable outcomes that encourage our investment in a given

jurisdiction. The economics of distributed generation, however, depend on a wide variety of

market and regulatory policy factors including: the robustness of the market (and therefore the

availability and cost) for distributed generation technology, the policies and costs regarding

stand-by service from the utility, and the net metering and feed-in policies

Microsoft and Facebook have a balanced view of the issues surrounding distributed

generation and we advocate a balanced approach to addressing these issues. As leading

technology companies, Microsoft and Facebook are acutely aware of both the opportunities and

the challenges posed by technological change. As innovation makes distributed generation more

efficient and effective, both supply and demand will grow. Consumers will demand the ability to

have more control over the energy they use and how they pay for that energy. Entrepreneurs will

see and want access to new markets created by new distributed generation tools. And from the

most local grassroots to the highest offices, concerns about the environment will further the push

for distributed generation. The issue cannot be “should Iowa allow or adopt distributed

generation” or even “should Iowa encourage distributed generation.” It is not “if,” or even

“when,” but rather the issue before the Board is how to avoid being overtaken by outside events

– how to best transition Iowa’s utilities, Iowa’s grid, Iowa’s consumers (including large energy

customers such as Microsoft and Facebook) and Iowa’s regulatory framework in a timely way to
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reflect the reality that distributed generation is no longer a de minimis part of the energy

landscape.

Microsoft and Facebook both take an optimistic view. We believe that there are win-win

policies to be reached, win-win rates to be set where distributed generation technologies have a

fair opportunity in the market, where consumers can in fact save money on electric bills and yet

where the utilities still make a fair return. This must be the focus of the Board’s inquiry.

Microsoft and Facebook share the belief that one step toward making everyone better off in the

transition to a distributed generation environment is to maximize efficiencies for everyone

involved. Some approaches we believe would assist in bringing about those efficiencies include:

 Rules (either Board rules or tariff provisions) for key distributed generation features like

net metering (whether assets are onsite or offsite), stand-by service, and selling excess

power production should be as consistent, broadly applicable, transparent, and simplified

as possible.

 The traditional approaches to terms, conditions, and rates for elements like avoided costs

or net metering need to be updated. Cost calculations must be sufficient to support

reliability of the existing power supply, but also need to reflect the less quantifiable

benefits of things like having generation closer to load to minimize distribution losses,

and the environmental benefits of using renewable generation resources.

 Smarter solutions are facilitated by a smarter grid. In addition to providing important

information to educate customers about their own demand, a smarter grid that allows

accurate forecasting, coordination, and control will enable higher reliability and more
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efficient use of capital assets. Technology will play a key role in integrating new

distributed resources into a pre-existing generation and distribution framework.

 Distributed generation will often be customer owned, but utilities themselves can also

own distributed generation assets. Indeed, utilities should be well situated to provide the

assets and the expertise to fully participate in the new markets created by a move to

distributed generation both as owners and potentially as suppliers.

 The idea of distributed generation must be viewed broadly – perhaps more so than has

traditionally been the case. Distributed generation will often be small in scale – a single

home, farm, or company – but it need not be and in the future likely will increasingly be

at larger scale. Similarly, it will often involve renewable sources, but again, that is not an

inherent limitation and policy making should not assume it will always be the case.

Policies should anticipate and make room in the market for all of these permutations of

distributed generation.

Utilities may require assistance as we transition from a largely centralized grid to one that

incorporates more distributed generation. Incentives likely need to shift from construction and

ownership of more and more physical plant to utilities being compensated on other bases to

obtain a reasonable return. Explicit subsidies (like those already in the utilities’ energy

efficiency plans) may make sense to ensure all customers have similar abilities to adopt new

distributed generation technologies. Those should, however, be truly transitional – a short-term

bridge while expectations, policies, and technologies are reconfigured to meet the needs and

challenges of the future.
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Microsoft and Facebook present these initial comments as a starting point for discussion.

Ultimately, we look forward to participating in an interactive process with other stakeholders

who share our interest in Iowa and its economy, in reliable and sustainable energy, and in

working together to facilitate the smoothest possible transition to a future we know will include

distributed generation. The good faith work of a large number of participants will produce the

best inputs and the best ideas for the Board to consider. We welcome the opportunity to have a

seat at the table for the discussion, and again Microsoft and Facebook thank the Board for

engaging in the important task of leading that discussion among the interested parties.

Respectfully submitted this 26th day of February, 2014.
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