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June 15, 2006

The Honorable James J. McNulty

Secretary

Pennsylvania Public Utility Commission

Harrisburg, PA 17105-3265

Docket No. M-00061957

Dear Secretary McNulty:

We appreciate the opportunity to provide comments on the very important policy issue of investigating ways to curb the effects of potential electricity price increases when current rate caps expire.  We commend the Commission for taking some of the lessons learned from Delaware and Maryland and taking the initiative now to begin addressing this issue before sudden price increases potentially come upon us.

At the Pennsylvania Small Business Development Centers (PA SBDC) we are particularly concerned about the potential harms sudden and dramatic price increases could cause for the small business community.  Working closely with the Pennsylvania Department of Environmental Protection and US EPA Energy Star Small Business, we have been providing energy efficiency assistance to retail, service, and manufacturing businesses as part of our Environmental Management Assistance Program (EMAP) services since 1997.  In the last five years, of the more than 1,200 businesses assisted by the program, more than 25 percent have received energy efficiency assistance.  In just the last two years, however, 53 percent of our clients have sought energy efficiency help.  

Due to the recent increase in electricity prices in Pike County, for example, one of our food service clients, like many other businesses in her area, had no choice but to significantly raise prices of goods sold to avoid going out of business.  We have been providing technical assistance to this business owner, and others, to implement energy efficiency measures as a way to mitigate the impact of the Pike County electricity price increases.    

By improving efficiency, small businesses can keep their individual energy usage and related costs down.  In the aggregate, as consumer demand is reduced, small business energy efficiency can also be effective in lowering overall energy prices and it can partially address current concerns about transmission constraint issues.  

The need for targeted small business energy education and technical assistance, and the impact that can result from it, cannot be underestimated.  Our experience has been that both private, e.g. ESCOs, and public technical assistance providers have given little attention to the small business community.  This is because, individually, small businesses are typically not significant energy consumers.  In the aggregate, however, we estimate that Pennsylvania’s small businesses consumed the equivalent output from five large coal-fired power plants in 2002.  Because of limited human and capital resources, small businesses need access to additional no-cost and low-cost unbiased technical assistance like that provided by the PA SBDC Environmental Management Assistance Program to help them analyze energy consumption patterns and make good, sound energy efficiency investments.  

Education and technical assistance will have only a limited effect, however, if small businesses are not provided with assistance for overcoming the up-front cost barriers to implementing energy efficiency measures.  Without easy access to meaningful amounts of upfront capital, small businesses are too often unable to invest in energy efficiency projects
In 2004, the Pennsylvania Department of Environmental Protection established the Small Business Advantage Grant program.  This micro-grant program for environmental and energy improvements at small businesses offers a 50 percent cost share up to $7500.  In the first year, the program ran through its allotted funding of $1 million in just over six months.  This current fiscal year, program funding was exhausted in just over five months.  At the PA SBDC, we receive inquiries about the grant program almost daily.  We have had 39 clients obtain Small Business Advantage Grants totaling just over $229,000.  These grants have been leveraged to implement energy efficiency projects totaling over $536,000.  Most significantly, these 39 projects will save Pennsylvania small businesses in excess of $189,000 annually on their energy costs.  By having obtained grant financing, the aggregate payback period on the owner investment is just 1.6 years
We suggest the Commission explore the possibility of establishing a more robust grant program statewide to assist with the implementation of energy efficiency projects at small businesses.  If nothing else, this grant program demonstrates there is a demand for energy efficiency projects and these projects can have a significant impact on energy usage and related costs for small businesses.
In the absence of grants, or possibly in combination with grants, another creative way to help small businesses overcome the initial cost barriers of energy efficiency projects is for the Commission to establish “on bill financing” as a mechanism to help small businesses put energy efficiency into practice.  With on bill financing, the end user has no up-front out of pocket expenses for energy efficiency investments.  Instead, utilities provide zero interest funding to cover the initial costs of project implementation.  In return, rather than seeing its utility bills immediately decrease after the project has been implemented, the small business continues paying its bill at normal, or only slightly reduced, levels.  The loan repayment is based on the energy cost savings which are “shared” with the utility and applied to the project costs until the project is paid off.  A critical feature of on bill financing is that it keeps the process simple because the small business continues to pay just one bill.

On bill financing is a proven concept; utilities in Connecticut, Rhode Island, and Massachusetts have successfully offered varieties of on bill financing for over ten years.  In the last six months, California has also begun taking steps to offer small business on bill financing through its electric utilities.  The operational and administrative costs of such programs are typically covered by utilizing a public benefits fund similar to Pennsylvania’s sustainable development funds, but another potential method for helping utilities cover the costs of such a program is to allow participating utilities to take ownership of any demand side renewable energy credits (RECs) generated from the projects. 

Energy efficiency is the quickest and cleanest way for the Commonwealth to stretch the demand on our existing energy resources.  Energy efficiency needs to be looked upon as a valuable and reliable energy source in its own right.  

Again, we commend the Commission for taking early leadership on these issues and we urge you to consider a variety of creative financing means, including grant programs and on bill financing, to encourage and assist the adoption of energy efficiency by Pennsylvania’s small business community.  Please let us know if we can be of assistance or provide additional information as the Commission moves forward.



Very truly yours,
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Christopher J. Lynch



Director
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