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I.  INTRODUCTION

On November 30, 2004, Governor Edward Rendell signed the Alternative Energy Portfolio Standards Act of 2004 ("AEPS" or "Act 213" or "Act").  Act 213 requires Electric Distribution Companies ("EDCs") and Electric Generation Suppliers ("EGSs") to include a specific percentage of electricity from alternative resources in the generation that they sell to Pennsylvania customers, the percentage of which is increased according to a fifteen-year schedule.  The Act's definition of alternative resources includes demand side management, energy efficiency, and load management programs and technologies ("DSM/EE").


Act 213 went into effect on February 28, 2005, and the Pennsylvania Public Utility Commission ("PUC" or "Commission") was obligated to establish standards for the verification and tracking of DSM/EE measures by June 28, 2005.  To that end, the Commission convened an AEPS Working Group ("WG"), which consisted of interested parties to this proceeding, to provide a forum for considering the technical standards, business rules, and regulatory framework necessary for successful implementation.  After reviewing the WG's various comments, the Commission issued a Tentative Order on June 23, 2005, setting forth the initial standards for providing Alternative Energy Credits ("AECs") for DSM/EE technologies.


The Industrial Energy Consumers of Pennsylvania ("IECPA"), the Met-Ed Industrial Users Group ("MEIUG"), the Penelec Industrial Customer Alliance ("PICA"), the Philadelphia Area Industrial Energy Users Group ("PAIEUG"), the PP&L Industrial Customer Alliance ("PPLICA"), and the West Penn Power Industrial Intervenors ("WPPII") (hereinafter, "IECPA, et al.") participated in the AEPS WG, provided informal comments during the course of the WG, and reviewed the PUC's Tentative Order.


IECPA, et al. submits these Comments to respond to specific issues in the PUC's Tentative Order.  As discussed more fully herein, IECPA, et al.: (1) applauds the Commission's

decision to provide a process for custom measures to obtain AECs; (2) agrees with the PUC's recognition of the substantial investments made by customers prior to the passage of the Act; (3) submits that in order to give full recognition to these investments, the PUC must not utilize a baseline calculation that would only recognize subsequent incremental benefits; and (4) supports the PUC implementation of a calculation that would ensure credit for all of the benefits currently being produced by previously installed DSM/EE measures.

II.  ARGUMENT


Throughout the course of this proceeding, parties have discussed whether implementation of AEPS should result in allowances for the ongoing effectiveness of existing DSM/EE projects.  In its Tentative Order, the Commission correctly determined that the Act defines alternative energy sources to include existing and new sources for the production of electricity by DSM/EE.  Specifically, many large commercial and industrial customers are on the cutting edge of efficiency in light of the fact that energy costs are a substantial portion of these customers' overall budgets.  As a result, many of these customers have made substantial investments in DSM/EE projects prior to the passage of the Act, and these projects continue to deliver significant energy efficiency benefits.  By recognizing these benefits, the Commission correctly rewards these customers for leading the way towards alternative energy prior to the implementation of mandated requirements.


Moreover, the Commission is correct in finding that entities eligible for AECs should include retail customers who have undertaken such measures, assuming the customer has not directly and voluntarily assigned the rights to these credits to the EDC, EGS, or equipment/service provider.  By setting forth this standard, the Commission correctly ensures that the benefits of DSM/EE measures and the resulting AECs generated should be applied to and owned by the customers, as the customers will be the entities modifying their processes and making investments in DSM/EE to warrant receipt of the AECs.  In this recognition, however, the Commission must ensure a careful balance so that customers are accurately credited for their efficiencies without placing rigorous and inappropriate burdens on the customer.


In addition, the PUC's proposal to utilize a Technical Reference Manual ("TRM") for standard energy savings measures with an application process for custom measures ensures that complex and unique measures are provided adequate consideration under AEPS.  As technology continues to progress, the custom measures process provides customers adequate incentive to utilize new technologies that may be eligible for AECs, even though these technologies do not fall under the "standard" approach.


While all of these processes provide customers with opportunities to obtain AECs, one of the most important standards that must be considered when implementing the Act is to ensure that customers receive full credit for the benefits being produced by the DSM/EE measures.  If customers are not credited fully for these measures, the intent of the Act will be diminished.


Specifically, the PUC's Order notes that for previously installed measures, the savings should extend for the remaining life of the measure; however, the question remains as to how to account for these savings.  Throughout these proceedings, some parties have argued for the use of a baseline calculation that only recognizes subsequent incremental electricity production or conservation.  Unfortunately, by recognizing only the incremental production or reduction, the credited benefits would be inconsistent with the Act's intent.  Moreover, such a process would be inherently unfair to customers who have acted early and responsibly to implement energy conservation prior to implementation of the Act.


Rather, the PUC should recognize all of the electricity currently produced and/or reduced by DSM/EE facilities.  In other words, customers should be credited for the full amount of any benefit that a DSM/EE measure is providing.  For example, a customer may have implemented an energy efficiency technology on January 1, 2000, which produced 100 kW of load reduction at that time.  If that technology is still producing 100 kW of load reduction today, the customer should receive credit for the full 100 kW.  Similarly, if the technology produced 100 kW of load reduction on January 1, 2000, but is producing only 80 kW of load reduction on January 1, 2006, then the customer should receive credit for the 80 kW.  This methodology ensures that all benefits currently stemming from a DSM/EE measure, regardless of when the measure was implemented, are fully accounted and credited to the customer.  To utilize an artificial, incremental calculation would deprive the customer of the benefit to which they are otherwise entitled pursuant to the Act.


Similarly, the PUC suggests calculating any AECs for existing DSM/EE technologies using the Customer Baseline Load ("CBL") methodology, which is utilized by PJM Interconnection, LLC's ("PJM") Economic Load Response Program.  While the Commission believes that utilizing this methodology may provide some administrative ease, any such administrative efficiency attained would not offset the deprivation of benefits that would result for customers.  Specifically, the CBL calculation constantly modifies a customer's baseline each time a curtailment occurs.  Moreover, the benefit received from the curtailment is not known until after the fact.  Because the Commission does not have the ability to modify a customer's AEC each time the DSM measure is used throughout the course of the year, PJM's baseline calculation would not be appropriate for purposes of AECs.


For these reasons, the Commission should not attempt to utilize a baseline calculation for existing DSM/EE measures.  Rather, the PUC should merely determine as part of the application process the benefit currently being provided by the measure and provide the customer with an AEC equivalent to that benefit.  In turn, the customer will be adequately rewarded for these measures pursuant to the terms of the Act.

III.  CONCLUSION


WHEREFORE, the Industrial Energy Consumers of Pennsylvania, the Met-Ed Industrial Users Group, the Penelec Industrial Customer Alliance, the Philadelphia Area Industrial Energy Users Group, the PP&L Industrial Customer Alliance, and the West Penn Power Industrial Intervenors respectfully request that the Pennsylvania Public Utility Commission implement a methodology for calculating alternative energy credits for existing measures that accounts for the full benefits currently being provided by these measures.
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