May 24, 2005

HAND DELIVERED

Commonwealth of Pennsylvania

Secretary’s Bureau

Pennsylvania Public Utility Commission

P.O. Box 3265

Harrisburg, PA 17105-3265

Re:  Docket No. M-00051865
Implementation of the Alternative Energy Portfolio Standards Act of 2004, Act 213

Dear Secretary McNulty:

Enclosed please find our comments on the draft implementation order.


Respectfully Submitted


Eric Thumma

Director, Bureau of Energy, Innovations and Technology Development


Office of Energy and Technology Development


Pennsylvania Department of Environmental Protection

Before the Public Utility Commission

Implementation of the Alternative Energy


Docket No.  M-00051865

Portfolio Standards Act of 2004

Background and History of the Proceeding

· In the opening paragraph you may want to note that Act 213 charges the Department of Environmental Protection not only with ensuring compliance with all “…environmental, health, and safety laws relevant to the Act’s implementation,” but also “… shall verify that an alternative energy source meets the standards set forth in section 2”(according to section 7(b)).

Banking of Alternative Energy Credits

· We recommend that the Commission clarify the language in paragraph four of the section entitled “Banking of Alternative Energy Credits.”  We believe that Act 213 intends that EDCs or EGSs may bank all credits from alternative sources earned during their exemption period.  The example in the Commission’s draft implementation order suggests that EDCs may only bank credits in excess of their would-be requirement were they not in an exemption period.  We believe the legislature only intended this provision Subsection(e)(7)(i) to apply to the banking of credits during compliance periods, not exemption periods.

If the language in the draft implementation order stands it will severely discourage credit banking by EDCs or EGSs during the exemption period.  The result will be to discourage the early deployment and contracting of alternative energy sources, which was certainly not the intention of Act 213.  We ask the Commission to reconsider this section and to clarify that all alternative energy credits earned by EDCs or EGSs during the exemption period may be banked and used pursuant to the rest of the provisions in Act 213 and the draft implementation order.

· The Commission should also clarify the time period for which banked credits can be used in relation to exemption periods.  As the Commission notes, banked credits are available “for no more than two reporting years following the conclusion of the cost recovery period.”  However, the example the Commission posits really only covers a year and a half, although over two compliance years.  In our view, the EDC in the example should have been allowed to use banked credits into compliance year seven (up until December 31, 2012) since their compliance period did not actually begin until January 1, 2010.

· Revising the implementation order’s banking provisions per the comments above is critical to ensuring low-cost compliance with AEPS.  Otherwise, alternative energy resources could be brought online for which meaningful amounts of credits would be not be counted towards AEPS compliance.  In our view, this is not the intention of Act 213’s banking provisions.

Energy Efficiency, Demand-Side Management and Load Management
· The Department will reserve specific technical comments on this matter for the Working Group and comments filed specifically pursuant to the draft rules on Demand-Side Management, however, we feel that a general comment is in order.  To date, the DSM Working Group has focused largely on developing the energy efficiency rules pursuant to this part of the statute, we encourage the Commission staff to engage the working group on how the load management and industrial reuse provisions of DSM will be enacted.

The Pennsylvania Sustainable Energy Board

· We agree that in light of the passage of Act 213 the Sustainable Energy Board should be convened to consider changes to its draft bylaws and best practices for the regional funds.  Specifically, the PASEB needs to consider how alternative compliance payments (should there be any) collected for the Funds as a result of Act 213 will be disbursed to areas of the state not currently covered by any of the four Funds.
Act 213 also presents an opportunity for the PASEB to evaluate the overall mission of the Funds.  The PASEB may want to consider making assistance to Act 213 compliant alternative energy sources a primary mission of the Funds.  The Funds should be employed to aid in cost-effective and efficient deployment of Act 213 resources.  Further, the PASEB should play an integral role in helping to coordinate all of the Commonwealth’s resources dedicated to supporting alternative energy resources.  The General Assembly has shown a clear intention through the passage of Act 213 to make the deployment of alternative energy resources an important priority for Pennsylvania.  It is now time for the PASEB to take a more active role in coordinating the work of the Funds towards that end.
