February 8, 2005 

UPS Next Day Air
Docket No. M-00051865

Mr. James J. McNulty, Secretary

Pennsylvania Public Utility Commission (PUC)

Commonwealth Keystone Building

400 North Street

Harrisburg, PA   17120

Re: Comments Regarding Implementation of Act 213, the Alternative Energy Portfolio Standards Act of 2004

Dear Secretary McNulty:

The Lancaster County Solid Waste Management Authority (LCSWMA) appreciates the opportunity to submit its reply to comments made before the PUC on January 19, 2005, when the Commission held a technical conference regarding the implementation of Act 213, the Alternative Energy Portfolio Standards Act of 2004.

In 1991, the LCSWMA put its new Resource Recovery Facility (RRF) into operation.  The plant is capable of processing 1,200 tons of solid waste per day, generating 36 megawatts of electricity, and reducing the volume of the waste it processes by 90%.  As such, the RRF fits the definition of a “Tier II alternative energy source” as defined by Act 213.  The Authority’s comments provided in the attachment are directed toward the issue of ownership of the alternative energy credits generated by this source.

Again, thank you for giving us the chance to submit these comments on what we feel is a very important environmental issue.

Sincerely,

James D. Warner

Executive Director

cc w/ Atts.:
C. Olson



G. Forster



G. Brubaker (HUB)



J. Klecko (Covanta)
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COMMENTS OF THE LANCASTER COUNTY SOLID WASTE MANAGEMENT AUTHORITY

The Lancaster County Solid Waste Management Authority (LCSWMA) is a municipal authority tasked with the management of solid waste and recyclable materials that are generated in Lancaster County.  The Authority’s mission is to manage these materials in an environmentally safe, reliable and efficient manner.  It does so through the use of an integrated waste management system.  One of the key components of this integrated system is the Authority’s Resource Recovery Facility (RRF), a waste-to-energy plant that processes 1,200 tons of solid waste per day, and generates 36 megawatts of electricity.  The processing of this waste reduces its volume by 90%, thereby saving a precious local commodity, agricultural farmland, and extending the life of the Authority’s Frey Farm Landfill.

The decision to build the RRF was based on the environmental benefits that the plant would contribute in the management of solid waste generated in Lancaster County.  The waste-to-energy plant represents a 100% investment of public funds, in excess of $125 million, for the primary purposes, as stated above, of reducing the volume of waste generated within the County to conserve farmland and extend the useful life of the Authority’s landfill.  With the passage of Act 213, however, the facility is now producing a tradeable commodity defined in the Act as “alternative energy credits”, or AECs; each megawatt hour of electricity produced at the RRF will equal one unit of AEC.  It seems obvious that these additional environmental credits associated with the energy generated from the combustion of waste at the RRF should belong to the community that took the risk and incurred the indebtedness to employ this technology in the first place, at a time when modern plants such as the Lancaster County RRF were in their infancy.  

Any future market value to the AECs should belong to the LCSWMA, who is a public agency directly serving the business needs and interests of the community.  These funds will be used by the Authority to improve operations at its waste management facilities that directly benefit the public they are designed to serve.

Finally, although several electric distribution companies have submitted comments to the PUC suggesting that they are entitled to ownership of the AECs, it should be mentioned that the Federal Energy Regulatory Commission (FERC) has a different opinion.  In a ruling issued on October 1, 2003, FERC stated that avoided cost contracts entered into pursuant to the Public Utility Regulatory Policies Act (PURPA) of 1978, “... do not convey renewable energy certificates (RECs) to the purchasing utility (absent an express provision in a contract to the contrary).  While a state my decide that a sale of power at wholesale automatically transfers ownership of the state-created RECs, that requirement must find its authority in state law, not PURPA.”

