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TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

I.  Introduction


By Order entered March 25, 2005, the Public Utility Commission (“PUC” or the “Commission”) issued guidance on the schedule under which it proposes to develop rules and regulations necessary to implement the Alternative Energy Portfolio Standards Act of 2004 (the “Act”) and the schedule for compliance with the Act’s mandates for electric distribution companies (“EDCs”) and electric generation suppliers (“EGSs”).  


PPL Electric Utilities Corporation (“PPL Electric” or the “Company”) is an EDC serving 1.3 million customers in central eastern Pennsylvania.  PPL Electric has been an active participant in the stakeholder process that the Commission has established to address issues relevant to the implementation of the Act.  PPL Electric appreciates the opportunity to provide comments on the above-captioned Order and looks forward to continuing to work with the Commission and all other stakeholders to address issues associated with implementation of the Act.  

II.  Comments


For the sake of efficiency, PPL Electric’s comments follow the headings and numbering established by the Commission in its Order.

A.
Act 213 and the Public Utility Code


PPL Electric concurs with the Commission’s statement that the provi​sions of the Public Utility Code and associated regulations be applied to the imple​mentation and enforcement of the Act, except where prohibited by the express language of the Act.  The Company also notes that the implementation and enforce​ment of the Act should be consistent with the default service regulations which currently are being developed by the Commission.
B.
Act 213 Implementation Schedule
1.
Compliance Schedule for Act 213

PPL Electric concurs with the Commission’s conclusion that the initial reporting year will commence on June 1, 2006 and conclude on May 31, 2007, with compliance calculated on the basis of energy sales to retail customers for the period from February 28, 2007 through May 31, 2007.  The Company also concurs with the Commission’s conclusion that the separate obligations to provide generation from Tier I and Tier II resources both commence on February 28, 2007.  

2.
Compliance Exemption Periods

PPL Electric concurs with the Commission’s statement that the Company’s exemption is scheduled to end on December 31, 2009 and that its compliance obligation is scheduled to begin on January 1, 2010.  However, it should be noted, for the purpose of clarification, that the Cost Recovery Period (during which the exemption is available) is defined as “the period during which competitive transi​tion charges under 66 Pa. C. S. Section 2808 (relating to competitive transition charge) or intangible transition charges under 66 Pa. C. S. Section 2812 (relating to approval of transition bonds) are recovered.”  Because transition charges are recon​ciled separately for each customer class, there is a possibility that an undercollection of transition charges will remain in one or more classes as of December 31, 2009, which would require continuation of transition charge collections into 2010.  PPL Electric believes that, consistent with the definition of the Cost Recovery Period, sales to customers in any of those rate classes would continue to be exempted from compli​ance under the Act until such time as the collection of transition charges is complete, or until December 31, 2010, whichever is earlier. 

3.
Banking of Alternative Energy Credits

PPL Electric concurs with the Commission’s statement that credits derived from Demand Side Management and Energy Efficiency (“DSM/EE”) can be banked starting on November 30, 2004 and that credits from all other qualifying measures can be banked starting on February 28, 2005.  The Company agrees with the Commission’s example of the period over which banked credits are available for compliance, but also supports the proposal made by the Energy Association of Pennsylvania in its comments to permit EDCs to select an alternative schedule of reporting periods over which banked credits can be used for compliance.  

PPL Electric also concurs with the Commission’s statement that only incremental increases in sales from Tier I and Tier II resources are eligible for banking during the Cost Recovery Period and that the baseline period for determining the existence of incremental sales is the period from February 28, 2004 through February 28, 2005.  However, PPL Electric believes that the example used to illustrate the point is incorrect.  The example compares the percentage of sales during the baseline period to the percentage of sales in the subsequent period.  The Company believes that the correct comparison should be of the level of sales (in kwh) during the baseline period to the level of sales (in kwh) during the subsequent period.

Finally, the Company is concerned that a narrow reading of Subsection 3(e)(7) would be inconsistent with the underlying purposes of the Act.  The language, paraphrased in the Order as “credits may be accrued for retail sales of Tier I and Tier II resources”, could be interpreted to mean that no credit is created unless the underlying generation can be tied to a retail sale.  Such an interpretation would create a significant administrative burden in tracking the “pedigree” of credits during the Cost Recovery Period that is not required after the Cost Recovery Period.  Furthermore, such a narrow reading would create a barrier to the entry of new Tier I and Tier II resources which might have difficulty serving retail load that already is under contract to existing generators.  Under such an interpretation, simply selling into the PJM market might not be deemed sufficient to qualify as a retail sale.  The Company believes that a more appropriate reading would be to follow the definition in Subsection 3(e)(4)(ii) of the Act which states “one alternative energy credit shall represent one megawatt hour of qualified electric generation, whether self-generated, purchased along with the electric commodity or separately through a tradable instru​ment.”  

C.
Alternative Energy Portfolio Standards Working Group
1.
Interconnection and Net Metering

PPL Electric concurs with the Commission’s approach of estab​lishing separate rulemaking dockets for interconnection standards and for net metering.  The Company also concurs with the Commission’s recognition of IEEE Standard 1547 as the “common touchstone” for rules developed and under development throughout the mid-Atlantic region.  On May 12, 2005, the Federal Energy Regulatory Commission (“FERC”) issued its final rule establishing standard proce​dures for small generator interconnection.  Although the FERC states that the rule does not apply to local distribution facilities, its requirements will be very relevant to the Commission’s deliberations in this area.  The Company has submitted testimony and comments regarding both net metering and small generator interconnection standards (comments filed at Docket M-00051865) and incorporates them herein by reference.

1.
Energy Efficiency, Demand Side Management and Load Management

PPL Electric concurs with the schedule proposed by the Commis​sion in regard to the development of rules for energy efficiency, demand side management, and load management, and with the Commission’s establishment of the DSM/EE Working Group as a forum for developing those rules.  The Company has submitted comments at Docket  M-00051865 regarding these subjects and incorporates them herein by reference.  
2.
Other Issues for the Working Group

PPL Electric concurs with the Commission’s suggestion that the Working Group can be a valuable forum for addressing additional issues, including rules for an alternative energy credits program.  In this regard, a critical issue that must be addressed to implement the Act is the development of an appropriate cost recovery mechanism.  Section 3(a)(3) of the Act explicitly requires that all costs incurred by an EDC to comply with the Act “shall be recovered on a full and current basis pursuant to an automatic energy adjustment clause.”  To ensure compliance with this requirement, the Commission should direct the Working Group to develop a proposed automatic adjustment clause, including appropriate provisions for reconciliation and Commission review.

C.
Request for Comments
As noted in the Introduction, PPL Electric appreciates the opportunity to comment on this important effort and looks forward to addressing any additional issues that may be raised during this process. 

D.
The Pennsylvania Sustainable Energy Board
PPL Electric concurs that the Pennsylvania Sustainable Energy Board (“PASEB”) is the appropriate body to address issues related to the receipt of alterna​tive compliance payments and the distribution of those funds to the four (4) sustain​able energy funds in Pennsylvania.  However, PPL Electric suggests that the revised bylaws and best practices developed by the PASEB should be reviewed by the Working Group before submission to the Commission. 

III.  Conclusion

For all of the reasons stated above, PPL Electric Utilities Corporation recommends that the Public Utility Commission proceed with implementation of the Alternative Energy Portfolio Standards Act consistent with its March 25, 2005 order and PPL Electric Utilities Corporation’s comments.

Respectfully submitted,

______________________________

Paul E. Russell

Associate General Counsel

PPL Electric Utilities Corporation

Two North Ninth Street

Allentown, PA 18101

(610) 774-4254

Dated:  May 24, 2005

at Allentown, Pennsylvania
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