[image: image1.png]iy,

a&a

N
e




Energy Coordinating Agency 1924 Arch Street, Philadelphia, Pa. 19103  215/988-0929  www.ecasavesenergy.org
Comments of the 

Energy Coordinating Agency

on the Tentative Order of the Pa. Public Utility Commission on the 

Implementation of the Alternative Energy Portfolio Standards Act of 2004

Standards for the participation of Demand Side Management Resources









Docket No. M-00051865


The Tentative Order of the Commission issued at the June 23, 2005 public meeting lays out a very useful framework for the evaluation and deployment of a wide range of energy conservation and demand side management resources as qualifying Tier II resources under Act 213.  The development of a Technical Reference Manual to be updated at least every two years, containing standard energy conservation measures available to residential and commercial customers is a very solid approach.  In addition, enabling applicants to submit energy conservation projects and demand side management applications for approval on a case by case basis, compliments the TRM and allows for customized installations which cannot be foreseen by the Commission.  

The Energy Coordinating Agency (ECA) has participated actively in many of the meetings of the working group, and offers these comments in order to assist the Commission in refining the implementation plan to encourage the deployment of energy conservation throughout the Commonwealth.  ECA believes that the potential energy conservation resource in Pennsylvania is very significant, and that by encouraging all sectors to become more efficient, the Commission will spur economic development, increase Pennsylvania’s energy security, lower the utilities’ delinquencies and uncollectibles,  provide considerable environmental benefits, and make individual customers and the Commonwealth more resilient and better able to withstand the continued increases in the cost of energy as we enter the period in which rate caps will be lifted.  ECA’s comments are thus intended to increase the use of the energy conservation resource and simultaneously reduce the cost and complexity of administering this aspect of the AEPS.

An overarching comment and observation is that the Commission should focus more carefully on the opportunities to reduce peak demand through the energy conservation and DSM measures.  Shaving peak has the greatest economic benefit to all customers and to the utilities themselves.  There are a number of additional opportunities which should be included in the final order.

Technical Reference Manual
The technologies included in the tentative order are all worthy of inclusion in the TRM.  In addition, it would be extremely useful to compare this list to that which is now covered by the residential and commercial federal tax credits in the national Energy Policy Act of 2005.  Because the federal tax credit will be a powerful stimulus to the use of certain technologies, and because it will require independent verification, either by a Home Energy Rating System (HERS) rater or equivalent, there will be a high level of confidence in the energy savings which will result from all energy conservation measures claimed for the federal tax credit.  The paper trail will already exist and the same documentation can be used for both Act 213 and the IRS.
ECA has not completed a comparison of the federal Energy Policy Act and the Tentative Order’s TRM, but does note that all of the following are included in the federal law but are not currently in the TRM, and should be:

· Cool roofing -  Energy Star rated reflective roofing materials including coating, metal roofing and white roof membranes provide between 20% and 25% reduction in cooling load.  They also mitigate the urban heat island impact, thus potentially saving lives in low income neighborhoods in which people cannot afford to air condition their homes.  By reducing air conditioning load, cool roofing shaves peak, thus increasing reliability of the system during summer heat waves.  This is a measure which definitely deserves to be included in the TRM.

· Energy Star Homes -  The federal law, the new LEED for Homes standard, and many other developments in housing are all encouraging the Energy Star Homes standard.  It seems that in its consideration of Energy Star Homes, the Commission staff decided against including it because it may require conversion from btus to kwhs when the home uses a heating fuel other than electricity.  However, it is in fact desirable to encourage conservation of natural gas, as natural gas is increasingly used to power the electricity generation plants which are built to supply the peak load.  ACEEE and others have shown that conserving natural gas is one of the best ways to reduce upward pressure on electricity prices.  
Energy Star Homes should definitely be on the TRM because there is such a high level of certainty in the energy savings which are produced.  The HERS inspection and Energy Star Homes certification process is sufficiently rigorous to produce a high level of confidence in the energy which is saved in every Energy Star Home.  In reality, many of these homes are all electric as well.  Credit for the energy savings above code is the appropriate amount for inclusion.  As this will vary depending on the size of the home, this could be a calculation provided by the HERS rater to the builder.
· Solar Water Heater –Solar water heaters which will be claimed for a federal tax credit will produce energy savings which will be particularly easy to track and estimate.  The tax credit of 30% will surely spur the installation of solar water heaters across the Commonwealth.  As with Energy Star Homes, the Commission should include them in the TRM whether they offset electricity or natural gas.  In reality the majority of them will offset electricity, as that is the more cost effective opportunity at the present time.
Verification

In order to insure that the energy savings are real, the Commission should consider requiring some proof of installation in Pennsylvania, and not just purchase.  Such proof could include an affidavit from contractor, builder, HERS rater or the customer.  The proof should also include the address at which the measure was installed.
Metered and Custom Measures



This area of the order needs a great deal more thought and planning if it is to be administratively feasible for the Commission.

1.  Savings from measures which have been installed prior to Act 213.  The intent of the Act is to meet Pennsylvania’s energy needs through cleaner and more secure energy resources.  To include energy savings which occurred prior to the passage of Act 213 is clearly counter to the intention of the Act.  

The reference to “existing and new” qualifying resources in Section 2  

is clarified further by the Act’s provisions regarding “banking of credits” in 
Section 2 e (7)

“An electric distribution company or an electric generation supplier with

sales that are exempted under subsection (d) may bank credits for retail 

sales of electricity generated from Tier I and Tier II sources made prior 

to the end of the cost-recovery period and after the effective date of this

act.  Bankable credits shall be limited to credits associated with electricity 

sold from Tier I and Tier II sources during a reporting year which exceeds

the volume of sales from such sources by an electric distribution company

or electric generation supplier during the 12 month period immediately 

preceding the effective date of this act.”


The only mention of banking credits, i.e. carrying Advanced Energy Credits 
(AECs) from previous years forward to meet the requirements of a compliance 
period stipulates that those credits must “exceed the volume of sales from such 
sources …during the 12 month period” from November  2003 to November 2004.


Thus the year before the passage of the Act serves as the baseline, and resources 
must be incremental above this baseline.  


The implication of this for the treatment of “existing sources for the production of 
electricity”  is that the generating plant, or the energy saving equipment may be 
existing, but only the incremental production of kilowatt hours or negawatt hours 
may count toward compliance with the Act.

2.  Evaluation (Comment on Paragraph 5 of the Tentative Order)  In order to prevent gaming in the evaluation and to keep the administration of the Custom Measures efficient,  within budget and consistent from one entity to the next, the Administrator should establish and publish, with Commission approval, a set of minimum evaluation standards and methodologies which all submissions will follow.  Otherwise it may prove too costly for the PUC to assess savings and the public may lose confidence in the energy savings produced.

3.  Denial of applications -  Clear guidelines should be established and issued,

with Commission approval, for the denial of any application.  Failure to do so will leave the PUC open to political interference.

4.  Review by Commission -   The Final Order needs to provide much greater definition and clarity of policies by which the Administrator will operate in order to provide enough guidance for the Administrator to actually perform its duties.  Failure to do so will set the Administrator up for failure, as political influence will inevitably surface and interfere.

Depreciation Schedule for Alternative Energy Credits


There are situations in which it will not be economically or practically feasible for meters to be left in place for the useful life of the measure.  If this is the case, the evaluation plan must detail a depreciation schedule, which would of course, be subject to approval by the Administrator.

Geographic eligibility 


Only energy efficiency which is produced within the distribution system of the regulated utilities should be counted as an AEPS resource.  Given that some of the most significant benefits of demand side management and energy efficiency are to reduce peak demand, and increase reliability in the distribution system, these are benefits that can only accrue if the energy savings occur within the distribution systems of the affected utilities.


Another obvious benefit of harvesting negawatts within the distribution system is that Pennsylvania ratepayers’ resources will create jobs and economic development within Pennsylvania, rather than subsidizing rate reductions in other states.
