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I. INTRODUCTION

The Energy Association of Pennsylvania  (“EAPA”) hereby submits its Comments in response to the Pennsylvania Public Utility Commission’s (“Commission”) above-captioned order, which was adopted March 23, 2005, and entered March 25, 2005, to carry out the provisions of the Alternative Energy Portfolio Standards Act 213 (Act).  This implementation order is intended to provide guidance on the schedule by which the Commission will meet its obligation to develop rules and regulations necessary to implement the Act.  The EAPA would like to offer its response in the above-referenced docket, regarding the issues brought up by the Implementation of the Act.

The EAPA is in agreement with most aspects of the Commission-proposed order governing the schedule by which the Commission will implement the Act.   The Energy Association member companies agree with the order in implementing both Tier I and Tier II compliance schedules together.  EAPA is also in agreement with the compliance start date of February 28, 2007, through May 31, 2007, for those companies whose restructuring transition period is designated by the Act as the “cost-recovery period.”   The EAPA also agrees with the expiration period stated in the order when compliance begins for the various electric distribution companies, with the exception of West Penn which was extended by a Commission order after the publication of the March 23, 2005, order.     

II.
BANKING OF ALTERNATIVE ENERGY CREDITS


In the Implementation Order, the Commission addresses the period of time over which credits banked during the cost-recovery period can be used for compliance purposes.  Specifically, Subsection 3(e)(7) of the Act states that such credits are available for compliance “for no more than two reporting years following the conclusion of the cost-recovery period.”  In the Implementation Order, the Commission uses an example of an EDC whose cost-recovery period ends on December 31, 2010, to illustrate the Commission’s interpretation that credits banked during the cost-recovery period can be used for compliance purposes during two reporting periods; the reporting period that runs from June 1, 2010, through May 31, 2011, and the reporting period that runs from June 1, 2011, through May 31, 2012.  This interpretation is consistent with the language of the Act, but has the effect of limiting the number of banked credits that can be used to the number necessary to achieve compliance for only 17 months of sales (January 1, 2011, through May 31, 2012) rather than the larger number of credits that would be necessary to achieve compliance for a full 24 months of sales.  The EAPA proposes that the Commission permit EDCs, at their discretion, to request the Commission approve the use of alternate reporting periods for the use of banked allowances.  Specifically, this would be limited to the selection of the first two full periods following the end of the EDC’s cost-recovery period.  In the case of the example, the reporting periods would be June 1, 2011, through May 31, 2012, and June 1, 2012, through May 31, 2013.  EAPA believes that such an interpretation is fully consistent with the language of the Act because the Act only specifies that the reporting periods during which banked credits are used must follow the conclusion of the cost-recovery period, but does not require that they be the reporting periods directly following the cost-recovery period.  EAPA believes that such an interpretation is consistent with the intent of the Act to encourage the development of alternative energy resources because the longer reporting period will increase the market for banked credits and, thereby, the opportunities for the early development of alternative energy resources. 

III.      INTERCONNECTION AND NET METERING


EAPA agrees with the Commission that separate rules should be issued for comment on Interconnection and Net Metering.  However, EAPA and its members are not convinced that Interconnection Standards and Net Metering are interrelated and offer the following explanations.  


 The Net Metering rules will address the installation and operation of meters and the registration of energy deliveries to and from the customer.  This is a major component in the EDC’s distribution system cost-recovery.  On the other hand, interconnection standards deal with the customer generator’s safe interconnection to the distribution system.  


The issues pertaining to Net Metering are as follows:  The proposed connection through a single meter, will result in a reduction of the customer-generator’s metered usage during the billing period, with a corresponding reduction in total charges paid to the EDC.  This reduction applies to all components of the EDC’s rates including energy, capacity, distribution, transmission, and for those EDCs collecting stranded costs, Competitive Transition Charges (“CTC”) and, if those costs have been securitized, Intangible Transition Charges (“ITC”).  An EDC provides a number of separate services to its retail customers and, because EDC rates were unbundled during the restructuring process, retail bills now reflect a separate charge for each service.  

Consistent with the unbundling of EDC bills, any reduction resulting from a single-meter arrangement should be limited to the energy component only.  However, this approach is impossible because a single meter can’t measure what must be measured to properly adjust customer bills in this way.

Accordingly, under a single-meter arrangement, the customer-generator receives excessive payments for its output, because those payments include revenue from charges other than energy.  At the same time, the EDC is not able to fully recover its distribution costs or its stranded costs.   The customer-generator served under a single-metering arrangement can, in essence, avoid paying the CTC and ITC during the cost-recovery period. 


Alternative Energy Credits only exist to the extent that qualified generators generate electricity from alternative energy sources.  Therefore, in order to determine the number of credits created, the generation must be measured.  This cannot be accomplished using a single meter that nets usage against generation.  Such a meter would understate the number of credits created. While the estimates might be employed, for example, to capture energy efficiency, in place of actual measurement; such a practice, employed broadly, introduces additional uncertainty that could make contracting for Alternative Energy Credits more difficult.  This difficulty could, in turn, tend to make investment in alternative energy projects less attractive and, thereby, frustrate the fundamental objective of Act 213 to give incentive to the development of renewable resources. 

Further, the Act specifically requires that “All qualifying alternative energy systems must include a qualifying meter to record the cumulative electric production to verify the advanced energy credit value.”  In order to qualify for marketable credits under the Act, the output of the generator must be metered.

As a practical matter, many of the EDC’s billing systems are not capable of recognizing reverse registration on a single meter. Indeed, this could be an expensive for some companies, and would need to be reimbursed in the AEPS recovery mechanism.  In the event a customer’s alternative energy system produces more energy over the course of a month than the customer consumed, a single meter allowed to run backwards would produce a register reading at the end of the month that was less than the reading at the beginning of the month.   Rather than interpret the readings as an indication of excess energy delivery into the EDC’s system, many billing systems will interpret the readings as energy consumption approaching 100,000 kWh, causing customer confusion and significant billing issues.  

To address these concerns, the Energy Association recommends that the Commission not mandate single metering. Rather, the Commission should implement a metering protocol under which the customer-generator utilizes two meters – the first to record the customer’s usage and the second to record the output of the generation delivered directly to the EDC.

In the development of statewide interconnection standards, the integrity of the EDC’s electrical distribution system and safety must be of paramount consideration. The Commission appears to be endorsing the IEEE 1547 standard as the basis for the technical interconnection requirements in Pennsylvania.  IEEE 1547 by its own declaration is a functional specification – “The requirements in this clause are functional and do not specify any particular equipment or equipment type.”  More specifically, IEEE 1547 provides the “what” rather than the “how”.  It is left to the installer and the EDC to determine the appropriate interconnection equipment that best coordinates with the parameters of the EDC’s system.  The PJM Small Generation Interconnection technical standards, which are based on IEEE 1547 is the appropriate option to adopt for implementation by the Commission.  The PJM standard includes clarifications, which address the specifics of the EDC’s distribution systems.  The PJM standard was developed by representatives from manufacturing, from the National Renewable Energy Laboratory, from the Department of Energy, and from the EDCs, as well as individuals who participated in the development of the IEEE standard.

Another important issue in the development of statewide interconnection standards is the appropriate allocation of costs associated with the proposed interconnection of the customer generator.  These costs include processing the application, reviewing the proposed interconnection equipment, and any upgrades to the EDC’s distribution system.  The EDCs believe these costs should be allocated to the customer generator responsible for said costs.  However, if the Commission chooses to reduce the cost burden to individual customer generators, particularly in the case of the smaller facilities, as suggested by some, these costs must be fully recoverable on a current basis through the same mechanism as provided for in Act 213.

IV.   ALERNATIVE ENERGY PORTIFOLIO STANDARDS WORKING GROUP 

EAPA endorses the stakeholder Working Group process being used with the DSM and Energy Efficiency standards.  This is particularly important given the short time period to develop a recommendation for these standards.  Also EAPA is in agreement with the tentative order process outlined in the order for implementing the Energy Efficiency and Demand Side Management to be followed by adoption of regulations.  The referral to the Working Group to develop rules for the alternate energy-trading program is endorsed, as well, by EAPA and its member companies.   


    The EAPA suggests another issue for the Working Group is the development of rules for establishing a condition of “Force Majeure”.  Several issues need to be addressed, including, but not limited to:

1) How the Commission determines whether sufficient quantities of alternative energy resources exist to enable EDCs and EGSs to comply with Act 213.

2) When the timing of such a determination is appropriate.  “Force Majeure” rules should provide some certainty to EDCs and EGSs in their planning for purchases of additional alternative energy resources or, if the Commission determines that a “Force Majeure” condition exists, it must provide the EDC with timely notice in order for the EDC to make “traditional” power purchases to comply with the totality of its POLR obligations.

3) Whether an EDC or EGS can petition the Commission to make a “Force Majeure” determination prior to the Commission’s annual review if the EDC or EGS has reason to believe a “Force Majeure” condition exists.

II. PENNSYLVANIA SUSTAINABLE ENERGY BOARD 

 
   Under the Act, Alternative Compliance Payments (ACPs) shall be paid into a special fund of the Pennsylvania Sustainable Energy Board (PASEB) and made available to Regional Sustainable Energy Funds.  The EAPA would like to note a clarification to the Implementation Order that inadvertently stated four Sustainable Energy Funds, when in fact, there are five regional Sustainable Energy Funds currently existing.  


As this is a new role for the PASEB, the Commission has already recognized that new by-laws must be established for the PASEB.  The EAPA is also urging that rules be established for the transfer of these ACPs to both the PASEB and to the regional funds, as well as that appropriate audit procedures be instituted.  The EAPA offers its support and seeks the opportunity to participate in the development of these by-laws and best practices.   The EAPA further recommends that the Working Group should be provided with the opportunity to review and comment on the recommended changes prior to Commission approval and adoption.

VI.      COST RECOVERY
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.

The EDC’s must also be assured full and current cost recovery of any Alternative Compliance Payments (“ACPs”).  Not allowing for such cost recovery would leave the EDCs, and consequently the EGSs, held hostage by any AEPS certificate holders.  By not allowing the full and current recovery costs of the ACPs, the EDCs will be forced to pay whatever is necessary for actual credits rather than having to absorb these costs.  Failure to allow for full cost recovery would likely exert extreme upward pressure on rates.

VII.
CONCLUSION AND SUMMARY OF RECOMMENDATIONS

The EAPA and its members support the Commission’s efforts to identify issues relating to implementation of the Alternative Energy Portfolio Act.  

The EAPA commends the Commission for pursuing answers to these difficult implementation issues and is in agreement with most parts of the order but has identified some modest modifications.  The EAPA urges the Commission to adopt the modifications and suggestions for future implementation of the Act.  The following is a summary of the comments of EAPA and its members. 

· EAPA agrees with some fundamental issues such as combining of the Tier I and Tier II start date, and the years listed in which each EDC comes out from under the cost-recovery period.

· The Commission should permit EDCs, at their discretion, to request that the Commission approve the use of alternate reporting periods for the use of banked allowances for compliance purposes.  Specifically, this would be limited to the selection of the first two full periods following the end of the EDC’s cost-recovery period instead of the one partial period and one full period that could result if the end of the EDC’s cost-recovery period is other than May 31.

· The EAPA concurs, for the reasons stated above, with the Commission’s proposal that Net Metering rules and Interconnection rules are best developed in separate proceedings.  The EAPA has previously submitted detailed and specific comments on both Net Metering and Interconnection and looks forward to continued participation in both those efforts.

· A mechanism must be developed to appropriately allocate interconnection costs on a current basis. 

· The AEPS Working Group should continue to develop rules for DSM/EE standards and are best suited to develop Alternative Energy Credit Trading Rules.

· The Commission should address rules surrounding the issues of “Force Majeure” through the AEPS Working Group.  

· EAPA recommends that rules be developed for transferring funds to Regional Sustainable Energy Funds and that an audit process be established for the special fund through which AEPS compliance payments would be collected by the Pennsylvania Sustainable Energy Board and distributed to Regional Sustainable Funds.  

· The EAPA believes that the Implementation Order must address the establishment of a cost-recovery mechanism for EDCs.  The EAPA further believes that the Commission should direct the Working Group to develop an automatic adjustment clause including appropriate provisions for reconciliation and Commission review.

The EAPA thanks the Commission for the opportunity to submit these comments and stands ready to work with the Commission on further implementation of Act 213.   

Respectfully submitted,

Dated:  May 24, 2005
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