


June 15, 2006

The Honorable James J. McNulty
Secretary

Pennsylvania Public Utility Commission

Harrisburg, PA 17105-3265

RE:
Docket No. M-00061957

Dear Secretary McNulty:
Thank you for the opportunity to provide comments on the very important issue of policy development to mitigate potential electricity price increases.  Observing the recent experiences in Pike County, Maryland, and Delaware, where, almost overnight, prices increased between 59 and 72 percent, the Pennsylvania Food Merchants Association, the Pennsylvania Convenience Store Council, and the Pennsylvania and Delaware Cleaners Association are among many of the representatives of Pennsylvania’s vital small business community who are very concerned about the prospect of similar “price shocks” occurring across Pennsylvania as price caps expire in 2009 and 2010.  Dramatic price increases of this nature will be extremely difficult for small businesses, in particular, to overcome.  
We commend the commission for taking this initiative to develop policies to help mitigate the potential harms of sudden, dramatic price increases.  As noted in your investigation order, it can be difficult for customers to adjust their budgets to large price increases.  What is controllable, however, is energy usage.  As the Commonwealth prepares for the expiration of price caps, the small business community wants and needs mechanisms to help maximize the adoption of aggressive energy efficiency measures.
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.  

When it comes to encouraging the implementation of energy efficiency measures at small businesses, there are three primary issues to consider:  education, technical assistance, and financial assistance.  For small business education and technical assistance efforts, we encourage the Commission to investigate the potential for expanding the model already developed by the Pennsylvania Small Business Development Centers.  But education and technical assistance will have only a limited effect 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.

For small business energy efficiency to reach its greatest potential and highest levels of market penetration, we suggest the Commission take the lead 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. 
Just as Commonwealth has been a leader in utility deregulation and alternative energy development, we urge the Commission to continue its leadership role and establish on bill financing as a creative means of helping the small business community continue to grow and prosper in Pennsylvania.  


Sincerely,
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David L. McCorkle


President & CEO



Pennsylvania Food Merchants Association


Pennsylvania Convenience Store Council


PO Box 870, Camp Hill, PA 17001-0870


/s/ Dale I. Kaplan



Dale I. Kaplan


Vice President for Government Relations



Pennsylvania and Delaware Cleaners Association



P.O. Box 340, Willow Grove, PA 19090

