
April 27, 2020
Pennsylvania Public Utility Commission
Secretary
Keystone Building, 2nd Floor Room N201
Harrisburg, PA 17120

RE: Act 129 Energy Efficiency and Conservation Program Phase IV, Docket M-2020-3015228.  Joint
comments of Energy Efficiency Providers.

Dear Ms. Chiavetta,

Attached find comments of Energy Efficiency Providers on the Commission’s Tentative Implementation

Order for Phase IV of Act 129. Copies of these comments have been provided directly to Staff as

directed by the Commission’s March 12, 2020 issuance in this docket.

Please direct any questions that you may have to:

Bruce Campbell
Director of Regulatory Affairs
202-360-4371
Bruce.campbell@CPOwerenergyManagement.com
CPower
1001 Fleet St. Suite 400
Baltimore, MD 21202

Sincerely,

Bruce Campbell

cc: Joseph Sherrick josherrick@pa.gov
Adam Young at adyoung@pa.gov.



Before the Pennsylvania Public Utility Commission

Act 129 Energy Efficiency and Conservation Program Phase IV )  Docket M-2020-3015228

Joint Comments of the Pennsylvania Energy Efficiency Providers on the Act 129 Phase IV EE&C Program
Tentative Implementation Order.

Introduction

The Pennsylvania Energy Efficiency Providers (EE Providers) are pleased to offer comments on the
Commission’s Phase IV Tentative Implementation Order.  EE Providers are an ad hoc group of businesses
that provide energy efficiency services in Pennsylvania.  The signatories provide a range of services in
support of Pennsylvania’s Act 129 goals to reduce electricity use and peak demand.  EE Providers
employ more than 326 Pennsylvania residents and facilitate millions of dollars in energy efficiency
improvements.  Many EE providers are registered Conservation Service providers.

Comments

Pennsylvania EE Providers support the Act 129 program and are pleased with the robust provisions for
Phase IV.  There is one element of the Tentative Implementation Order that we believe can be modified
to generate and would support even more success for the program.  Part 5. of the Tentative Order
discusses “Bidding Peak Demand from Energy Efficiency Resources into the PJM Capacity Market”.  The
discussion includes a recommendation “that for Phase IV the EDCs be required to nominate at least a
portion of the expected peak demand reductions of their EE&C Plan into PJM’s Forward Capacity market
(FCM).” EE Providers believe that such a recommendation is misguided for the following reasons.

Competitive Challenges

A requirement for EDCs to nominate energy efficiency resources puts EDCs in the position of displacing
existing businesses that already offer this capacity into PJM’s FCM.  These businesses work with energy
efficiency developers and electricity customers to validate project eligibility for capacity status with PJM.
The revenues derived from the FCM are shared by participants and used to underwrite participant costs
and thereby enhance project value. If these revenues were returned to ratepayers, participant costs
would increase and degrade the effectiveness of the energy efficiency projects that they currently
support. In addition, a requirement for EDC’s to bid this capacity would require that the utilities develop
the capability to qualify the resources for PJM eligibility.

Value opportunity

Participation in PJM’s FCM is a complex endeavor. There are multiple auctions with widely varying
prices. In Phase II comments on this issue, various EDCs commented on the complexity and risk imposed
by such activity. The complexity has only increased since Phase II. The timing elements of offering
energy efficiency products create risks and complexity. Low risk bidding strategies are highly likely to
result in very low value. One reason for this is that energy efficiency projects are not eligible for FCM
participation until the delivery year after the year in which they are installed. Since many EE projects
are developed after the initial auction, there can be significant risk in offering prospective projects into
PJM’s 3-year forward auction.
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Another issue is that energy efficiency has only four years of capacity eligibility. For example, a project
installed in September of 2020 is first eligible for capacity payments in June of 2021. A low risk offering
of the project could take place in March of 2021. However, this auction is expected to clear at a fraction
of the initial, Base Residual Auction (BRA) price for 2021-22 of $51,100/MWyr.  The most recent auction
price for 2021 from September 2019 had a clearing price of just $8,395/MWyr. This pattern of
Incremental Auction prices being substantially lower than BRA prices is long standing and the March
2021 auction is not expected to differ. The project can be offered in next available auction for each of
the next 3 delivery years but would only gain maximum BRA value in the May 2021 BRA for the 2024-251

delivery year. This creates challenges and regulatory risks for EDCs that are compelled to offer into
FCM.

While there is nothing in PJM rules to prevent offering of prospective projects for inclusion the BRA for
which they may be first eligible, such offers pose the risk that the projects might not be built, or qualify
for the committed capability, exposing the EDC to non-performance penalties. If a utility chose to
participate in the PJM market prior to confirming energy efficiency MW reductions, the utility would
face a 100% revenue forfeiture for any MW deficiency plus an additional 20% out-of-pocket penalty.
Unregulated providers can take risks by offering into the BRA and using those cleared offers for the full 4
years of eligibility and return much greater value to the state.

Minimum Offer Price Rule

The Federal Energy Regulatory Commission (FERC) recently directed PJM to expand its Minimum Offer
Price Rule (MOPR) to include all subsidized resources. There is every reason to believe that energy
efficiency projects derived from Act 129 will be considered to be subsidized and subject to offer floors.
In a subsequent ruling on Rehearing issues, the FERC directed PJM to apply an offer floor to EE at Net
CONE, about $283/MWday. Because auction prices have seldom cleared at this level, and never this high
in Pennsylvania, this would require that all Act 129 derived EE projects develop alternate, resource
specific offer floors for PJM approval in order to have a chance to clear. There is thus significant
uncertainty regarding costs to participate in PJM markets.  Notably even a low risk EDC bid strategy
might not return any value for 3 of the 4 years of eligibility.

We urge the Commission to apply its Phase III disposition to Phase IV as well.  For Phase III the
Commission stated:

“The Commission will not require the EDCs to bid either EE or DR resources into the wholesale
markets.  However, we will allow the EDCs to voluntarily bid EE resources so into the wholesale
markets if they find it feasible and reasonable to do so.  As proposed, in such cases where an
EDC does bid resources into the PJM markets, that EDC must allocate the revenue received from
successful bidding to the customer class from which the savings were acquired.  We accept the
Industrials’ recommendation to require the EDCs to document in their EE&C Plans whether they
intend to bid resources into the market. “

We note that the Commission considered this issue in the Phase II Implementation Order and provided a
similar disposition.

1 The example explains a normal auction cycle.  The 2024-25 BRA date is uncertain.
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This formulation has served the needs of Pennsylvania for the entirety of Act 129 implementation and
should continue into the future.

We appreciate this opportunity to share our concerns with the Commission.

A1 Energy
2730 Shenck Rd
Manheim, PA 17545
Lori Porreca
President
(717) 898-8021

American Eagle Solutions
103 Rotary Drive
West Hazleton, PA 18202
Tony Acernese, LC
Head of Energy Services
(570) 407-9539

ANG Finance, LLC
230 N. Union Street
Smyrna, DE  19977
Richard Lafferty
Managing Partner
(302) 378-8100

Bloom LED Lighting LLC
1313 Clovery Rd
Warminster, PA 18974
Walter Bloom
Founder / Owner
(215) 206-0437

Brite Switch
195 Nassau St, Suite 13
Princeton, NJ 08542
Leendert Jan Enthoven
President
(609) 945-5330

Commonwealth Energy Group
1031 Reeves St,
Dunmore, PA 18512
Louis T Evans LEED GA
CEO
(570) 489-5700

CPower
1001 Fleet St. Suite 400
Baltimore, MD 21202
John Horton
CEO
(410) 346-5120

Electric Power Savers
454 Railroad Ave
Camp Hill, PA 17011
Dave Karppala
Owner
(717) 525-7546

Emergent Energy Solutions, LLC
Malvern, PA
Kai Wong, CEM, PMP, DGCP
Owner
(215) 645-7141

Green Source USA Inc.
Bloomsburg, PA
Robert B Rose III
President
(570) 245-0011

Hill Energy Services LLC
Needham, MA 02492
Nicholas Hill, CEM, LEED-AP BD+C
Owner
(617) 429-3862

Innovative Energy Services
110 Squibs Road
Blairsville, PA 15717
Dick Smith
President
(412) 558-6805
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MVE Group
2010 W. Main St.
Ephrata, PA 17522
Tim Bollinger
CEO
(717) 286-5997

National Energy Solutions, Inc.
245 Lower Morrisville Road
Fallsington, PA 19054
Ray Sizer
President

PHM Associates, Inc
811 Woods End Court
Collegeville, PA 19426
Phil Mowry
President
(610) 935-3968

Practical Energy Solutions
101 E. Evans Street - Suite 2
West Chester, PA 19380
Paul D. Spiegel, P.E., LEED AP
President
(610) 430-1382 x1001

SiteLogiQ / Reynolds Energy Services
3300 North 3rd Street
Harrisburg, PA 17110
David Angle
President, East Division
(717) 238.5737

SMS Lighting
321 Estaugh avenue
Haddonfield, NJ 08033-1522
Chuck Kanupke
Founder
(609) 636-4620

SWITCH Management Group, LLC
Phoenixville, PA
Timothy Panza
Business Development Manager
(215) 295-0800

Square K Energy Solutions
4 Terry Dr STE 5
Newtown, PA 18940
Chad Moore
President

Tri-State Energy and Lighting
855 Sussex Boulevard
Broomall, PA 19008
Alan Rhode
Vice President
(610) 789-1900

Vested Energy
1400 Liberty Ridge Drive, Suite 104
Wayne, PA 19087
Holt Gollatz
Executive Vice President
(610) 616-0276


