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Introduction

The Pennsylvania Department of Environmental Protection (DEP), which is home to the Office of Energy and Technology Development, has a direct interest in the final form of the POLR regulations for several reasons and is pleased to offer these comments in reply to the responses of other commentators.

Act 213 of 2004, the Alternative Energy Portfolio Standards Act, charges the Pennsylvania Department to work with the Commission to implement the act.  The final form of the POLR regulations will impact the implementation of Act 213 and, therefore, the design of the final POLR regulations should consider Act 213 implementation.

Additionally, DEP’s Office of Community Revitalization and Local Government Services, works closely with the Pennsylvania Department of Community and Economic Development to support sound local economic development projects.  Therefore, the maintenance of competitive, reliable and consistent electricity pricing is of great concern to DEP and the Commonwealth generally.

Our reply comments will focus on the following issues: (1) POLR generation portfolios should be required to include AEPS resources which should be part of a “blended price,” (2) The importance of staggering contracts and allowing for longer-term contracting as part of the POLR competitive procurement process, and (3) POLR should provide both fixed and hourly price options for large industrial and commercial customers.

DEP concurs with the comments of a number of commentators, including OSBA and IECPA that the purpose of electricity restructuring in Pennsylvania was primarily to provide lower-cost electricity service for customers.  We reiterate that competition is a potential means to that end and not an end in itself and that the final form of the POLR regulation should account for the objective of low-cost, reliable, and consistent electricity service for all customers classes.

POLR and the Alternative Energy Portfolio Standards Act


We agree with the comments of the Office of Consumer Advocate and the Office of Small Business Advocate that Act 213 compliant resources should be required to be obtained through the POLR competitive procurement process.  This will ensure that EDCs are on track to meet their Act 213 commitments and preclude the necessity for unwarranted invocation of the Act’s Force Majuere provisions, as EDCs will be planning to meet their Act 213 compliance requirements through POLR rather than potentially waiting to meet them through other means such as the spot market.


The cost of acquiring Act 213 resources should be included in a “blended price” for generation.  In other words, DEP does not support a separate customer charge for Act 213 compliance.  As pointed out by the Office of Small Business Advocate, “Electric energy generated from alternative energy sources has the potential to offset volatility in the market price for electricity.”  As a result, we believe that a “blended price” which combines the acquisition costs of all generation acquired through the competitive procurement process properly addresses both the costs and benefits of non-Act 213 and Act 213 eligible electric resources.

Competitive Procurement Process – Length of Contracts


DEP agrees with the comments of the Office of Consumer Advocate addressing the length of procurement contracts associated with the competitive procurement process.  DEP does not believe that serving 100% of load through annual contracts is the best way to serve the public interest.  Rather the combination of staggered contracts which allow for longer terms of up to five years will allow default service providers to hedge risk over longer terms, providing customers with price certainty and stability.


Additionally, longer term contracting will be necessary in order to ensure the development of alternative energy generating resources.  Therefore, for alternative energy sources, the Commission should consider special provisions that allow for even longer-term contracts for default service providers seeking to meet their Act 213 compliance requirements.  This approach complements the comments above relating to the inclusion of Act 213 resources in the competitive procurement process.  The extent to which default service providers can contract for their Act 213 electricity over longer terms means that the market for deployment of those resources will develop and the cost of capital for developing those resources will be lower, thereby reducing electricity costs. 

Pricing Options for Larger Commercial and Industrial Customers


DEP concurs with the comments of the Industrial Energy Consumers of Pennsylvania that default service providers should be able to offer both fixed and hourly pricing options for large commercial and industrial customers.  As we noted above, the goal of electricity restructuring in Pennsylvania was to reduce electricity prices.  Competition is a means to achieve this end.  As IECPA noted in their comments, eliminating the option for default service providers to offer fixed-price products reduces competition, therefore, reducing the number of products in the market and decreasing the benefits of competition leading to potentially higher prices for customers.  IECPA notes and we concur that, “EGSs will have the opportunity to significantly raise their fixed prices above what the market would otherwise bear merely because the competitive market would be the only option for customers seeking fixed price options.”


Ensuring that large commercial and industrial customers have the maximum opportunity to choose a variety of low-cost, reliable electricity service options is critical to Pennsylvania’s economic development.  We strongly urge the commission to consider the benefits of maximizing the number of pricing options available to large commercial and industrial customers through the POLR regulation.
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