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May 20, 2005

Re:  Docket No.  M-00051865

Comments on Implementation Order of March 23, 2005 for Act 213

Dear Mr. McNulty:

Thank you for the opportunity to comment on the Act 213 Implementation Order of March 23, 2005.  We continue to believe that the Commission is doing an exceptionally fine job of the rule making, as supported by the Department of Environmental Protection.

Our comments are directed to two particular areas.

1] Directing the Working Group to address issues associated with the AEPS Credits.

We believe that there are several areas that need the kind of clarification that the Working Group is proving capable of providing.  These include:

Maintaining the integrity of the voluntary purchase market.  The regulatory driven purchase of renewable energy should not be allowed to cannibalize the voluntary market that has accomplished so much to date.

At the conceptual level it is simple. Whoever owns the clean energy asset also owns the electrons generated and the “green attributes.” It gets to say who buys them, for a price determined by a competitive market.  

If an entity regulated by the AEPS, such as an electric utility distribution company or electricity supplier, buys the “green electrons and attributes” as qualifying Alternative Energy Credits (AEC), it can count them against its mandated purchases.  

If you or I buy clean electricity, as a Renewable Energy Credit, a carbon offset, a NewWindEnergy Certificate, or something else, we are voting with our wallets for more clean energy and an improved environment. This exemplifies the free market at work. We are willing to pay more to get a better value.

We just need to make sure that the AEPS and voluntary purchases work together. Two accounting ledgers are needed, one for compliance purchases toward the regulatory goal, and one to track free market purchases, providing clean energy beyond the statutory goal.

Understanding How PJM GATS is best used.  GATS was developed as principally a tracking system, to assure proper compliance accounting.  However, in Pennsylvania there are a number of issues that need clarification.  They include:

· Aggregation or dis-aggregation of the inherent clean generation attributes as the most beneficial approach to monetizing the Credits.

· Relationship of the existing NOX/SOX emission cap and trade, green REC, and emerging Carbon markets.  They are each different but relate and must be thought through in rule making so that each is preserved, possibly enhanced to the betterment of environment and economy.

· Impact of the proposed $.25 per KWhr administrative charge as proposed in GATS.  This would be an additional cost passed on to the voluntary buyer, with possible market dampening effect.
2] Act 213 directs that non-compliance fines be administered by the Pennsylvania Sustainable Energy Board (PASEB).  

The regional Sustainable Energy Funds, and only these organizations, would submit projects and receive funds.  The March 23, 2005 Implementation Order by the PUC directs the PASEB to develop new By-Laws and Best Management Practices for approval in one year.  The current PASEB is advisory only to the regional Funds, it does not have enforcement authority.  

At a minimum, the rule making process should insure:

· That By-Laws be developed not only for PASEB adoption, but that the regional funds need to adopt relevant provisions in their governance.

· That Best Management Practices be not only developed and adopted by the PASEB but that the regional Funds must also adopt them, or have approved by the PASEB the equivalent or better.  Non adoption would be cause for censure, including loss of right to administer funds.  Best Management Practices should include at least these topics:

· Annual Planning Process

· Governance, to include Director selection representative of all stakeholders.

· Performance Metrics to include:

· MW capacity and MW hours produced and/or saved; including Tier I and Tier II categories.

· Funds leveraged with other Funds

· Population educated

· Administrative costs

· Returns on investment for PRI portfolio and asset accounts.

· Other as directed by the PASEB.

· Benchmarked to other regional Pa Funds and other states peers.

· Appeal Process

· Reporting

· Audit

The Annual Planning Process should assure that individual regional Funds goals, objectives, and milestones support the AEPS and Commonwealth policy.  This is not to preclude regional objectives but to assure alignment with the AEPS and other Commonwealth programs.  
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