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	COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265
	IN REPLY PLEASE REFER TO OUR FILE 

M-2009-2142851


December 23, 2009
TO: 
Citizens Electric Company; Pike County Light & Power Company; UGI Utilities, Inc. – Electric Division; and Wellsboro Electric Company



 


Re:
Voluntary Energy Efficiency and Conservation Program
The implementation of electric energy efficiency and conservation (EE&C) measures can assist all electric customers in mitigating retail electric rate increases and ensure affordable and available electric service.  Act 129 of 2008, P.L. 1592 (Act 129), established a robust and comprehensive energy efficiency and conservation program for the large electric distribution companies (EDCs) within this Commonwealth.  The Commission believes that customers served by small EDCs can also benefit from EE&C measures designed to help ensure affordable and available electric service.  EDCs with fewer than 100,000 customers were exempted from the requirement to file an Act 129 EE&C plan.  As the initial Act 129 EE&C plan approval process has nearly run its course, the Commission is now open to the filing of voluntary EE&C plans.  The Commission wishes to provide guidance to small EDCs that conclude that such measures are in the interest of their customers and wish to submit an EE&C plan for our review.
If an EDC is interested in developing and voluntarily filing an EE&C plan, we recommend that the plan be filed within this period of exceptionally low wholesale energy prices.  Petitions for approval of voluntary EE&C plans are to be filed with the Commission in accordance with 52 Pa. Code § 5.41.  Each petition must contain at least the following:  (1) a detailed plan with a description of EE&C measures to be offered; (2) sufficient supporting documentation and verified statements or testimony or both; (3) proposed energy consumption or peak demand reduction objectives or both, with proposed dates the objectives are to be met; (4) a budget showing total planned expenditures by program and customer class; (5) tariffs and a section 1307 cost recovery mechanism; and (6) a description of the method for monitoring and verifying plan results.  Each plan will be referred to an Administrative Law Judge for evidentiary hearings and a recommended decision.  The Commission anticipates that such proceedings should conclude with a recommended decision within 12 months of the petition filing date.  To facilitate an orderly and timely decision, EDCs are encouraged to use a stakeholder process in developing its voluntary EE&C plan.
While the provisions of Act 129 are not directly applicable to voluntary EE&C plans, certain elements of the Act 129 EE&C Program are instructional and applicable to any prudent and cost-effective EE&C program.  To begin with, the Commission will adopt the Act 129 definition of an energy efficiency and conservation measure
 and apply it to all voluntary EE&C plan filings.  Furthermore, as the cost‑effectiveness and verification of energy savings is prudent and essential for any such program, the evaluation, verification and measurement (EM&V) of energy savings are to be evaluated using the Technical Reference Manual established under Docket No. M-00051865.  In addition, the Total Resource Cost test as defined in Act 129
 and applied by this Commission pursuant to any order at Docket No. M‑2009‑2108601 will also apply to all voluntary EE&C plans to determine whether each proposed EE&C plan is cost‑effective.  
Additionally, while the Commission will not at this time establish mandatory energy reduction targets for voluntary EE&C plans, the Commission still has the responsibility to track the cost‑effectiveness and success of any such plan.  As such, the Commission encourages those filing voluntary EE&C plans to use the Act 129 targets as guiding principles in establishing energy consumption and peak demand objectives.  A voluntary EE&C plan’s energy consumption reduction objective ought to be measured against the filing EDC’s annual historical load for June 1, 2007 through May 31, 2008.  In addition, a voluntary EE&C plan’s peak demand reduction objective ought to be measured against the filing EDC’s historical peak load for June 1, 2007 through May 31, 2008.  In order to track the progress and success of voluntary EE&C plans, the Commission will require all EDCs filing a voluntary EE&C plan to submit an annual report to the Commission detailing the results of its EE&C plan, its cost‑effectiveness and any additional information required by this Commission.
The Commission will permit the recovery of all reasonable and prudent costs incurred in implementing and managing a voluntary EE&C plan through a reconcilable adjustment clause under section 1307 of the Public Utility Code, 66 Pa. C.S. § 1307.  Again, while the cost limits contained in Act 129 are not applicable to a voluntary EE&C plan, an EDC submitting such a plan must justify the level of expenditures it proposes whether they meet the Act 129 cost limits or not.  In addition, the costs must be allocated to the customer rate class that receives the benefit of any particular EE&C plan measure to avoid inter‑class cost subsidies.  As indicated above, any voluntary EE&C plan filing must contain a section 1307 cost recovery mechanism that will be subject to an annual review and reconciliation at the time of the EE&C plan annual report and may be subject to a Commission audit.
The above delineated guidelines are meant to provide guidance, not only to small EDCs, but also to the statutory advocates, interested parties and Commission staff in reviewing any such plans.  While these guidelines were drawn from those established under Act 129 and this Commission’s implementation of Act 129, we recognize that the Act 129 program contains a complexity and comprehensiveness that may not be appropriate for small EDCs, due to the costs of such programs that must be supported by a smaller customer base.  Nevertheless, in evaluating each voluntary EE&C plan, the Commission will be looking to the Act 129 program and applying elements of that program where it is prudent and cost‑effective.  The Commission, however, will not apply the penalty provisions contained in Act 129, nor will the Commission take over the management and implementation of any voluntary EE&C plan that fails to meet its energy reduction objectives.
If there are any technical questions regarding the above, please contact Gregory Shawley of the Bureau of Conservation, Economics and Energy Planning at, gshawley@state.pa.us, or 717‑787-5369.  Any legal or procedural questions should be directed to Kriss Brown in the Commission’s Law Bureau at, kribrown@state.pa.us, or 717-787-4518.
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Very truly yours,

James J. McNulty

Secretary

Attachment:  Statement of Commissioner Robert F. Powelson
cc: 
Chairman’s Office

Vice Chairman’s Office

Commissioners’ Offices

Bohdan R. Pankiw, Chief Counsel
Kriss Brown, Assistant Counsel

Gregory Shawley, Bureau of Conservation, Economics, and Energy Planning
Veronica Smith, Chief Administrative Law Judge
All jurisdictional electric distribution companies

All licensed electric generation suppliers
Office of Trial Staff
Office of Consumer Advocate

Office of Small Business Advocate

� See 66 Pa. C.S. § 2806.1(m).


� See 66 Pa. C.S. § 2806.1(m).
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