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Electric Industry Restructuring in the Mid-Atlantic Region

History:

The Energy Policy Act in 1992 established the national policy for restructuring the nations wholesale electricity markets, creating rules, through the Federal Energy Regulatory Commission (FERC) that require wholesale electric suppliers to have open access to transmission rights, usually owned and operated by the utilities.  In response to this change, utilities have increased their focus on energy efficiency and reducing costs.  As a result of this change, many Mid-Atlantic utilities are merging to become more responsive to the market dynamics of the restructured environment.  

Restructuring of the electric utility industry has created dynamic market conditions and uncertainty for both consumers and suppliers.  

Mid-Atlantic Region:

The Mid-Atlantic region has been on the leading edge of the national trend to introduce competition into the electric industry. The Mid-Atlantic States of New Jersey, Pennsylvania, Maryland, Delaware, West Virginia, Virginia, and the District of Columbia benefits from a robust wholesale market operated by the PJM Independent System Operator (ISO).  The PJM market is the largest wholesale electricity market in the world.

Based on recent experiences, with restructuring, the mid-Atlantic region has benefited from 3,150 megawatts of new generation, integration of the western ISO into the PJM region, and an increase of investment in demand side management programs.  This summers record peak demand reached 63,762 megawatts, for 3 days this past summer, exceeding last year’s record demand of 62,231.  Average 2002 locational marginal price (LMP) throughout the PJM region was $28.30 (MWh), a 12 percent decrease over 2001.  Part of the reason for the decrease was more efficient gas fired generation and the addition of Alleghany Power into the PJM market that added significant generation to the wholesale market.  

PJM’s total generation portfolio is 99,000 mega watts or 7% of the nations installed capacity.   

Generation

Since the beginning of 2002 the system has added 3,522 MW of new generation, a 6 percent increase over 2002. In 2003, another 2,500 megawatts of new power is expected within PJM. The additional load is mostly combined cycle capacity, built near the major load pockets. Natural gas is the preferred choice for investors due to quick development timetable, low fixed costs, and the flexibility to turn on and off to respond to market conditions.  

The increase in new plant development has been accomplished without rate increase. Natural gas plants have reduced emissions and increase fuel efficiencies.  The one area of concern is the volatility of the wholesale gas marketplace, as experienced in 1999.  The benefit of the new generation to consumers and outgrowth of restructuring, investors building plants assume the risk without benefit of taxpayer rate increases.  

Energy Resources used to produce Mid-Atlantic Generation within PJM

· Coal: 48.00%

· Natural Gas: 10.91% 

· Nuclear 35.96 % 

· Oil: 3.21 %

· Hydro/Biomass Renewables: 1.89%

Competition

Recent analysis estimates 500,000 customers have selected a competitive offer from a retail electric supplier, in the Mid-Atlantic region.

In general, pricing in the Mid-Atlantic region has fallen an average of 12.5% for residential, 10% for commercial and 8% for industrial users since the inception of restructuring in 1996. 

The chart below reflects regulated prices from 1996 through 2002.  

Consumer rates for Mid-Atlantic Region from 1996-2002
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	Residential
	
	
	
	Commercial
	
	
	Industrial 
	

	State
	1996
	2001
	%
	
	1996
	2001
	%
	
	1996
	2001
	%

	Delaware 
	9.0
	7.7
	-14.4
	
	7.0
	6.1
	-12.9
	
	4.7
	3.0
	-36.2

	District of Columbia
	7.8
	7.2
	-7.7
	
	7.4
	6.5
	-12.2
	
	4.4
	4.3
	-2.3

	Maryland
	8.3
	6.8
	-18.1
	
	6.8
	5.6
	-17.6
	
	4.2
	4.2
	0.0

	New Jersey
	12.0
	9.6
	-20.0
	
	10.3
	8.8
	-14.6
	
	8.2
	8.1
	-1.2

	Pennsylvania
	9.7
	8.7
	-10.3
	
	8.3
	7.8
	-6.0
	
	5.9
	5.5
	-6.8

	Virginia
	7.6
	6.9
	-9.2
	
	5.9
	5.6
	-5.1
	
	4.0
	4.1
	2.5

	West Virginia
	6.4
	5.9
	-7.8
	
	5.7
	5.3
	-7.0
	
	3.9
	3.5
	-10.3

	Ave for Region
	8.7
	7.5
	-12.5
	
	7.3
	6.5
	-10.8
	
	5.0
	4.7
	-7.8

	
	
	
	
	
	
	
	
	
	
	
	

	Source: Citizens for Pennsylvania's Future 
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Estimated benefits of Restructuring:

The Center for the Advancement of Energy Markets, a non-profit think tank focused on the energy sector, recently completed a study on the benefits of electric utility restructuring in the Mid-Atlantic (the PJM region).  

Highlights of the study include:

· More than $3 billion in total savings in 2002 in the Mid-Atlantic (PJM) region, with individual states and jurisdictions saving in 2002: New Jersey, $1.46 billion; Pennsylvania, $993 million; Maryland, $662 million; Delaware, $97 million; and the District of Columbia, $74 million. 

· Approximately $ 28.5 billion in expected future savings, with individual states and jurisdictions expected to save: New Jersey, $6.4 billion; Pennsylvania, $10.4 billion; Maryland, $3.8 billion; Delaware, $665 million; and DC, $504 million. 

· Households in PA save $117, on average, on their electricity bill due to electric restructuring. Future lifetime savings in PA from current restructuring efforts (summed and discounted) are $1,263 per household. Households in other states annually save: NJ per household, $222; MD, $165; DE, $173, and DC, $15. Future lifetime savings for other states are: NJ, $1,512 per household; MD, $1,126; DE, $1,182; and DC, $105. 

· Using the standard income multiplier in economic analysis, additional macroeconomic benefits should double the direct customer benefits presented above. 

· Lower and middle income households are estimated to be the biggest winners. Lower and middle income households spend on average a much larger share of their income on electricity than high income households. Hence, low and middle income households received proportionately the largest benefit. 

· The Mid-Atlantic (PJM) region is gaining a competitive advantage in the form of lower electricity costs compared with other regions, and this advantage will become more significant over time. 

· Under PJM’s auction system, reliability has improved in the PJM region. Since 1997, the availability factor of generating capacity has increased continuously. 

· Finally, while difficult to measure, restructuring efforts in the PJM region and within the states themselves are expected to result in a range of non-price benefits. In fact, as with competition in telecommunications services, there is a reasonable expectation that the largest benefit to consumers from greater competition could be these set of non-price benefits over time rather than simply lower costs. 

“There are few economic policy actions that the government could undertake that provide such significant benefits to customers, relative to economic cost. Indeed, the main cost is one of political will.” added Dr. Sutherland, the study’s principal author and a CAEM Associate Scholar. 

Conclusion:

Restructuring in the Mid-Atlantic region has lead to reduction in electric prices, cleaner power plants, and choice for consumers that did not exist during the regulated era.  Consumers are benefiting from restructuring by not being held accountable for new plant construction, rate increases, and fuel price volatility.  In addition, restructuring has lead to the development of renewable energy technologies that provides a cleaner choice for consumers, who are paying a premium for renewable energy, and establishes the market for future wind generation.  

PJM Load Response Program 

The PJM Independent System Operator (ISO) is offering two load response programs. 

· The Emergency Load Response Program provides participants with a payment of at least $500/MWh for providing load reductions during system emergencies, when notified by PJM. Compliance with any load reduction request is voluntary; no penalties are assessed if a participant decides not to provide a load reduction. Retail electricity customers may participate through any PJM Member (for example, their electricity provider) or directly, by registering as a Special Member with PJM. 

· The Economic Load Response Program provides electricity users with the opportunity to provide load reductions in exchange for a payment based on hourly wholesale electricity prices. Retail electricity customers can participate in the program through any existing PJM Member. Program participants have the choice of two options: a Day Ahead Option or Real Time Option. In the Day Ahead Option, participants submit load reduction bids into the day-ahead energy market. Participants whose bids are accepted and provide load reductions are paid based upon the day-ahead, hourly electricity market prices. In the Real-Time Option, participants can decide at any time to provide load curtailments (with one hour notice to PJM), and receive payment based on the real time electricity price. In both of PJM's load response programs, participants may provide load reductions either through curtailing electricity use or through operating onsite generation. 

PECO is offering an experimental Interruptible Rider-2 that pays customers for reducing load during peak periods. The program has two options. The Active Load Management option requires that customers reduce load to a Firm Load Level when requested by the utility, during periods of system limitations. The Economic Curtailment option compensates customers for voluntarily reducing energy usage during periods of high energy prices. To be eligible for this rider, a customer must have interval metering and the ability to curtail, at a minimum, thegreater of 250 kW or five percent (5%) of its peak demand.

Pennsylvania Power and Light (PPL) offers real time pricing option, the Demand-Side Initiative Rider. PPL provides customers with day-ahead hourly market prices for energy. Customers are credited or charged at the market price for usage below or above, respectively, their predetermined customer reference load profile.

Duquesne Light Company offers Energy Exchange program, wherein participants can offer to provide load reductions on a day-to-day basis, in exchange for payments based on hourly electricity market prices. Duquesne also offers several rate options that provide payments to customers for committing provide to load reductions at the request of the utility.

Allegheny Power, offers the Generation Buy-Back Program, wherein the utility may declare curtailment events and offer to pay for load reductions at a fixed price per kWh. Interested participants respond with a commitment to curtail. Eligibility is limited to customers with a maximum demand of at least 300 kW.

Penn Power offers the Experimental Power Curtailment Program. Participation in the program provides customers with an opportunity to receive bill credits, based on the wholesale market price of electricity, for voluntarily reducing their load during high price periods. Participation is limited to those customers who can curtail at least 1 MW, have an interval meter installed, and have interval meter history available from which a historical load profile can be established. Penn Power also offers the Experimental Day Ahead Real Time Pricing Program in which participants are alternatively credited or charged, based on the current wholesale prices, for electricity below or above a pre-determined customer baseline load profile. 
Restructuring News:

The 2003 Mid-Course Review in Philadelphia, PA on September 4, 2003, brought together key energy policy experts, public utility commissioners, as well as other decision-makers to discuss the latest on restructuring activities within the region.  The Mid-Atlantic region is a national leader in bringing competition to the electric industry, and includes what many view as the most successful regional power pool in the country, the Pennsylvania-New Jersey-Maryland Independent System Operator, or PJM.  In addition, the region is also known for balancing public benefits and restructuring, and for stimulating one of the larger competitive green power markets in the country.  

This was a timely meeting as there is a body of experience with electric restructuring to draw from and review in the Mid-Atlantic region, and the region is pushing ahead with several new initiatives as a result of experience gained and “lessons learned” from electric restructuring.  The meeting focused on completed work and opportunities to make electric competition work even better through incorporation of demand response programs and distributed energy resources, among other issues.

The 2003 Mid-Course Review discussed panels on diverse topics including: 

· View from the States: What’s Working, What’s Not?

· View from the Market: What’s Working, What’s Not? 

· Reliability and the Role of DER/ Demand Response Programs

· Restructuring’s Opportunities for the Clean Energy and the Economy

· Identifying future research, development and deployment needs

Please access proceedings at www.eere.doe.gov\pro
PJM Interconnection at a Glance 

PJM Interconnection plays a vital role in the U.S. electric system. As a regional transmission organization (RTO), PJM:

· Coordinates the movement of electricity through all or parts of Delaware, Maryland, New Jersey, Ohio, Pennsylvania, Virginia, West Virginia and the District of Columbia 

· Ensures the reliability of North America's largest centrally dispatched control area 

· Operates the largest competitive wholesale electricity market in the world 

· Plans generation and transmission expansion to ensure reliability 

· Operates independently and neutrally 

· Provides real-time information to its members/customers to support their decision-making 

· PJM started in 1927

The scope of PJM's operations:

· Population - more than 25 million 

· Generating sources - more than 600, with diverse fuel types 

· Generating capacity - more than 76,000 megawatts 

· Peak demand - 63,762 megawatts 

· Annual energy delivery - 329 million megawatt-hours 

· Transmission lines - 20,000 miles 

· Members/customers - more than 245 

· Cumulative billing - more than $17 billion since 1997 

PJM includes utilities covering the majority of Pennsylvania, Maryland, New Jersey, Delaware, Virginia, and West Virginia. 

PJM West was established in April 2002 adding the Allegheny Power System as well as expanding into Ohio, West Virginia, and portions of Indiana, Michigan, Kentucky, and Tennessee.
(MAAC includes Pennsylvania, except the western most portion, New Jersey, Delaware, and Maryland, except for the western portion and is in the Pennsylvania, Jersey, Maryland Power Pool, or the PJM.)

The PJM is strategically located between low-cost coal resources in the west and high-cost power markets in the northeast. It continues to be a net exporter of power and enjoys a 17% capacity margin. There are transmission constraints that affect power exports, but these have little effect on internal power flows. Retail customers in most states in the PJM enjoy choice of retail power suppliers. Some of these suppliers have had difficulty providing sufficient power during peak demand periods. This summer the PJM called on customers to conserve to accommodate this shortfall, but this may be a problem in the future. Although is would not necessarily affect system reliability, it could result in price increases, especially for affected retail customers.

PJM Interconnection State of Market Report for 2002 by the PJM Market Monitoring Unit (MMU) evaluates the state of the PJM marketplace, identifies specific issues, and recommends potential enhancements to improve competitiveness and efficiency.  

The PJM energy market operates the day ahead and real time energy markets, the daily capacity market, the interval, monthly and multi-monthly capacity markets, the spinning market and the monthly FTR auction market. The markets cover transactions within, out of, and into the PJM region, a region encompassing New Jersey, Pennsylvania, Maryland, Delaware, District of Columbia, and portions of Virginia, West Virginia, and Ohio.  

Enclosed is a synopsis of the 2002 MMU report findings:

CONCLUSIONS

· The MMU concludes that in 2002:

· The energy market results were competitive; 

· The capacity market results in the PJM-East Region were competitive;

· The capacity market results in the PJM-West Region were consistent with a reasonably competitive outcome although there is not a functioning competitive market in the PJM-West Region;

· The regulation market results were competitive;

· The spinning market results were competitive; and

· The FTR auction market results were competitive.

The MMU also concludes:

· There are potential threats to competition in the energy, capacity, regulation and spinning reserves markets that require ongoing scrutiny;

· The rule changes implemented by PJM have addressed the immediate causes of market power in the PJM-East capacity market, but market power remains a serious concern given the extreme inelasticity of demand and high levels of concentration in capacity credit markets; 

· Market power is structurally endemic to PJM capacity markets and any redesign of capacity markets must address market power;

· The PJM-West capacity market is not competitive and should not be maintained as a separate market with separate rules; 
2002 State of the Market 

· Market participants have the ability to exercise market power at the interfaces between PJM and external regions under some conditions;
· Market participants possess some ability to exercise market power in PJM energy markets under certain conditions; and
· Market participants possess some ability to exercise market power in PJM ancillary services markets under some conditions;
· The MMU concludes that in 2002 energy markets were reasonably competitive, with competition in energy, regulation, spinning reserves and fixed transmission rights auctions;   

· MMU concludes that rule changes implemented by PJM addressed the immediate causes of market power in the capacity market, but that market power remains a concern due to inelasticity of demand and the high levels of concentration in the capacity credit markets;   

· MMU concludes that there are potential threats to competition in the energy, capacity, and regulation markets and that ongoing monitoring and action will be required to maintain competition.  Under certain conditions market participants may exercise market control in PJM markets. 

Recommendations

The MMU recommends the retention of key market rules and certain enhancements to those market rules that are required for continued, positive results in PJM markets and for continued improvements in the functioning of PJM markets. These include: 
· Evaluation of additional actions to increase demand-side responsiveness to price in both energy and capacity markets and actions to address institutional issues which may inhibit the evolution of demand-side price response; 
· Development of an approach to identify areas where transmission expansion investments would relieve congestion where that congestion may enhance generator market power and where such investments are needed to support competition

· Continued enhancements to the capacity market to stimulate competition, adoption of a single capacity market design and incorporation of explicit market power mitigation rules to limit the ability to exercise market power in the capacity market; 
· Continued development of more sophisticated methods for developing the appropriate prices for transactions between PJM and external control areas to provide incentives to competitive behavior; Continued development of appropriate credit protections for transactions in PJM markets that are consistent with those available to participants in bilateral transactions; 
· Retention of the $1,000 per MWh offer cap in the PJM energy market and other rules that limit the incentives to exercise market power; 
· Authority to require the provision of fuel-cost data in order to permit the enforcement of PJM’s local market power mitigation rules; and 
· Based on the experience of the MMU during its fourth year and its analysis of the PJM markets, the MMU does not recommend any additional changes to the Market Monitoring Unit or to the Market Monitoring Plan at this time. 
Actions to Recommendations:

· Has initiated several steps to encourage demand side price responsiveness in the wholesale markets.  Problems continue to be inelasticity of demand, high concentration of generation ownership.

· Evaluating FTR allocation via stakeholder processes.

· Has begun to study the issue of transmission expansion to relieve congestion to support competition.

· Has modified the capacity market rules to eliminate incentives to exercise market power.

· Supported the retention of bid caps in markets where necessary to limit the exercise of market power.

DOE/PRO Regional Mid-Atlantic Status Report on Restructuring:

District of Columbia:

· Current statistics indicate that over 22,000 total customers have selected an alternative supplier, 1.2 percent of customers and 8 MW of demand in the residential segment and 17.1percent of customers and 53 percent of MW demand in the commercial segment have switched to alternate suppliers.  

· April 1, 2003, DCMAPP RFP will try an “opt in” contract that aggregates various loads such as: DC government buildings, residents, some colleges and universities and local hospitals, and secure supply through 2006.  The objective of the RFP is to secure competitive supply and hedge against market based rates scheduled to go into effect 2005.

Pennsylvania: 

View from the PUC:

Commissioner Terrance Fitzpatrick, Pennsylvania PUC

Commissioner Fitzpatrick, the Chair of the Pennsylvania PUC, began his remarks by saying that the August 14th blackout prompted him to reassess the condition of the electric industry in his state, as well as the impact of electric restructuring.  He supports RTOs and appreciates the good work of PJM.  Vibrant electric competition is not present in Pennsylvania and may not be for a while, said Commissioner Fitzpatrick.  He reviewed what happened in Pennsylvania.  To spur customer shopping for competitive suppliers, the state increased shopping credits, but to pay for that, the state stretched out stranded cost recovery to 2010 for most utilities in the state.  As of January 2000, 1/3 of load was buying electricity from competitive suppliers.  Wholesale electricity prices rose in late 2000 and early 2001; this was not foreseen.  Electricity retailers were faced with high wholesale prices but were competing against fixed retail prices, creating a “squeeze play,” according to Commissioner Fitzpatrick.  By July 2001, customer shopping went from 1/3 to below 10%, and that is where it is now.  Commissioner Fitzpatrick does not expect additional customer shopping until the rate caps come off in 2010.

Despite these developments, Commissioner Fitzpatrick asserted that the lack of vibrant electric competition is a non-issue in Pennsylvania.  People are not complaining, and “they are fat, dumb and happy on rate caps,” the Commissioner remarked.  

Commissioner Fitzpatrick reviewed some other details of electric restructuring in Pennsylvania.  On electronic data interface, the Commissioner credited a multi-party collaborative for working through the details.  Green power has been a success in Pennsylvania, with over 100,000 customers.  Last but not least, consumers in Pennsylvania have saved about $4-5 billion.  Commissioner Fitzpatrick noted that Duquesne Light went off rate caps earlier this year, and customer bills dropped 15-20%.  He concluded by saying one must examine the balance between keeping electric rates low via rate caps and encouraging investment.

· Has reduced rates for all customers classes and has created a fund for clean energy during restructuring. 

· The Sustainable Development Fund (SDF) was created by the restructuring of   the utility industry in PA. The fund receives .00005 per kwh of the distribution charges on electricity consumption.  It is projected that this fund will receive $11.2 million over 7 years from this rate charge, in the PECO service territory.  Statewide funding is projected to reach $55.2 million over the next 7 years for all sustainable development money.  The money is to be used to provide financial assistance, energy efficiency, renewable energy or advanced clean energy technologies.  

· As of October 2003, over 303,716 are being served by an alternate supplier.  There are 226,096 residential, 76,928 commercial, and 892 industrial clients are being served by an alternate supplier. 

· Green Mountain is serving 10 percent of the customers, representing 74 MW who have selected an alternative supplier. 

· Over 16,700 households, or 50,000 Pennsylvania residential consumers, and 

· 1,233 commercial customers have switched to renewable electricity since 1999.
· Pennsylvania state government buildings are purchasing 5% of their energy from renewable sources.  

· A Philadelphia based healthcare company has secured a 4 year fixed price contract for over 300 MW of supply, with a national energy supplier. 

· Introduction of House Bill #121 designed to offer tax incentives for investment in renewable energy technologies. 

· Duquesne service territory has seen rates drop by 16 percent due to end of stranded cost recovery from ratepayers. 

Public Benefits Programs 

· Incentive Type:  Public Benefits Fund 

· Eligible Technologies: Passive Solar Space Heat, Solar Water Heat, Active Solar Space Heat, Solar Thermal Electric, Solar Thermal Process Heat, Photovoltaic, Landfill Gas, Wind, Biomass, Hydro, Renewable Transportation Fuels, Fuel Cells, Geothermal Heat Pumps, Waste 

· Applicable Sectors: Commercial, Industrial, Residential 

· Types:  Renewable and Efficiency 

· Total Fund:  Varies by fund 

· Charge:  Varies by utility territory 

· Date Enacted:  1999 



Summary:

Pennsylvania's December 1996 electricity restructuring law did not establish renewable energy funds and did not set a specific funding levels for low-income and energy efficiency programs. (However, it did require that low-income and energy efficiency programs are maintained at current levels or higher.) Renewable funding programs were subsequently created through individual settlements with the state’s four major distribution utilities: General Public Utilities (GPU), West Penn Power Company, PECO, and Pennsylvania Power & Light (PP&L). Each utility created its own "Sustainable Energy Fund" with the goals of promoting (1) the development and use of renewable energy and advanced clean energy technologies, (2) energy conservation and efficiency, and (3) sustainable energy businesses. Each utility has established an oversight board and designated a fund administrator.  
 
GPU’s Sustainable Energy Fund totals $12.1 million and is collected by its two Pennsylvania subsidiaries, Metropolitan Edison and Pennsylvania Electric (Penelec) through December 2004. Funding will continue at a rate of 0.01¢/kWh beginning in 2005. In 1999-2000, $1.1 million was spent on photovoltaic projects and $600,000 on solar water heating projects.  
 
West Penn Power’s Sustainable Energy Fund totals $11.4 million, covering the period of 1999-2005, that will be administered by a 7-member independent board. Funds after this date will be collected annually at a rate of 0.01¢/kWh. The funds are to be used to promote the development and use of renewable and clean energy technologies and energy efficiency. Specific funding of more than $390,000 was set aside for a PV program and $220,000 for a solar water heating program in 1999 and 2000.  
 
PECO’s Sustainable Development Fund totals $32 million to be collected from January 1999 through December 2006. Funding will continue at a rate of 0.02¢/kWh beginning in 2007. The PECO/Unicom 2000 merger settlement added $12 million for new wind development, $4 million for a photovoltaic program, and $2.5 million for public education about renewables. Visit http://www.trfund.com/sdf/.  
 
PP&L’s Sustainable Development Fund totals $20.5 million to be collected from January 1999 through December 2004.Funds after this date will be collected annually at a rate of 0.01¢/kWh. The first programs funded by PP&L’s fund were approved in November 2000.  


New Jersey: 

Comments form Commissioner Fox at the 2003 Mid Course Review

President Jeanne Fox, New Jersey Board of Public Utilities

President Fox was pleased to announce that New Jersey’s energy efficiency programs have successfully reduced the state’s energy consumption intensity, and New Jersey is no longer one of the 25 top energy-consuming states.  President Fox said New Jersey has built over 3,000 MW of new generation since 1999, with over 8,000 MW in permitting.  She contended that new transmission and demand response are lagging.  Even with the state’s vibrant energy efficiency programs, energy requirements are increasing 1.5% annually, and 300 MW of generation must be added every year, according to President Fox.  She closed by saying they are looking at a potential energy efficiency portfolio standard and tripling their existing renewables portfolio standard (RPS), with a goal of increasing the RPS further to 20% by 2020.

· 2002 New Jersey Energy Accomplishments included:

· $11.3 million in production credits to be paid to companies that for the generation of renewable energy projects. 

· $300,000 awarded to study the feasibility of developing offshore wind power.

· $13 million in financial incentives have been committed to user sited renewable projects under the Clean Energy Program..

· $330,000 awarded to three non-profit organizations to work with three major groups of buildings owners-universities, schools and churches to promote energy efficiency and conservation with their constituencies.

· 113 million kwh contract between the State of New Jersey and Green Mountain Energy to supply 196 State facilities. This agreement represents 12 percent of the electricity purchased by the State government. 

· The New Jersey Clean Energy Program is a statewide program that targets approximately $125 million each year toward technologies that save electricity and natural gas and increase the amount of electricity generated from clean, renewable resources. 

· In New Jersey, over 115,620 residential customers and 3,816 non-residential have selected an alternative supplier, representing 2,424 MW of supply or 12.7% of the total load. 

· In March 2001, the NJBPU approved unprecedented funding levels for energy-efficiency: $86 million for 2001, $89 million for 2002 and $93 million for 2003. 

· A single, consistent set of energy efficiency programs is administered by each utility throughout the state.
Societal Benefits Charge 
· Incentive Type:  Public Benefits Fund 

· Eligible Technologies: Solar Water Heat , Active Solar Space Heat , Solar Thermal Electric , Photovoltaics , Wind , Biomass , Hydro , Renewable Transportation Fuels , Geothermal Electric , Fuel Cells , Waste 

· Applicable Sectors: Commercial, Industrial, Residential, Schools, Utilities 

· Types:  energy efficiency, renewables, low-income 

· Total Fund:  $358 million for 1st three years 

· Date Enacted:  1999 

· Effective Date:  2001 

· Expiration Date:  2008 

· Website:   http://www.bpu.state.nj.us 
· Authority 1: NJSA 48: 3-49 et.seq. "Electric Discount and Energy Competition Act" 



Summary:

New Jersey’s 1999 electricity restructuring legislation, the Electric Discount and Energy Competition Act (EDECA), provides for investments in energy efficiency and renewable energy over an eight-year period through the "Societal Benefits Charge" (SBC) collected from all electric public utility customers.  
 
On March 1, 2001, The New Jersey Board of Public Utilities (Board) approved a proposal to fund new energy efficiency and renewable energy programs with $358 million over the next three years. Funding for the programs will be $115 million for 2001, $119 million for 2002, and approximately $124 million for 2003. Of this funding, 75% will go to the efficiency programs such as: 
 
- Incentives for residents to purchase new energy efficient central air conditioners and electric heat pumps;  
- Services and incentives for commercial, educational, governmental/institutional, industrial, and agricultural utility customers to utilize high efficiency equipment in new construction, renovations, additions, remodeling, equipment replacement and manufacturing process improvements.  
 
The remaining 25% of the SBC funding supports Class I renewables. Class I renewables include solar, wind, fuel cells, geothermal technologies, wave or tidal action, methane gas from landfills, and sustainable biomass facilities. The Board will determine the fourth year’s funding level and the funding for the four years thereafter at the end of the utilities’ rate cap period in August 2003.  
 
The State’s utilities are jointly administering the customer-sited energy efficiency and renewable energy programs for a one-year period, after which, a consultant will assist the Board in identifying an independent statewide administrator (ISA). The ISA will administer these programs for the remainder of the eight-year period. The renewable energy programs that the Board approved provide rebates to customers who install clean technologies such as wind generators, fuel cells, and photovoltaic systems in their homes and businesses (see DSIRE summary of the New Jersey Clean Energy Program rebate).  
 
Through October 31, 2002, projects supported (or incentives reserved) by the NJ Clean Energy Program are as follows:  
 
PV (<10 kW): 55 projects ( 226 kW total)  
PV (>10 kW) 16 projects (2,813 kW total)  
Wind (<10 kW): 3 projects (13 kW total)  
Wind (>10 kW): 1 project (2,625 kW)  
Natural Gas Fuel Cell: 12 projects (2,850 kW total)  
Sustainable Biomass: 3 projects (344 kW total)  

In the first year (2001), the renewable energy portion of the $115 million was split 60/40 between customer-sited and grid-supply renewable energy projects to allow more grid-supply projects to become market-ready. In 2002 and forward, these funds will be split on a 50/50 basis between customer sited and grid supply projects. 

Delaware: 

Senator Harris McDowell, Delaware State Senate

Senator McDowell noted electricity rates in Delaware have dropped 7.5%, resulting in $18 million in savings.  Electricity rates are frozen until 2006, and he hoped that a competitive electric market would materialize in Delaware by that time.  In retrospect, he thought the legislature could have done better on the systems benefit charge; technologies like hydrogen will not get there without help.  Senator McDowell concluded by saying the Governor commissioned an energy task force, chaired by former EPA employee Michael McCabe, and their report will be issued in October.

· In Delaware, there are currently five Industrial and Commercial customers representing 11MW that have selected an alternative supplier.  There are 17 suppliers offering service to all customers. 

· The rate freeze from Conectiv is until 2006 has stopped customers from shopping.  

· Competitors cannot beat the price cap or price to compare offered by the incumbent utilities. 

· Large customers that switch to alternative supplier may not default back to the supplier of last resort at the regulated rate.  If a customer defaults back to the LDC they must be served at “market rates”.  

· Delaware has set aside approximately $1.5 million to fund environmental incentive programs for conservation and energy efficiency.

Public Benefit Fund 

· Incentive Type:  Public Benefits Fund 

· Eligible Technologies: Solar Water Heat , Photovoltaics , Wind , Geothermal Heat Pumps 

· Applicable Sectors: Commercial , Industrial , Residential 

· Types:  Renewables, energy efficiency, low income assistance 

· Total Fund:  $1.5 million annually 

· Charge:  $0.000178 per kWh 

· Date Enacted:  1999 

Authority 1:   Delaware Code, Title 26, Ch. 10, Sec. 1014 



Summary:

The Delaware public benefits program, enacted through the state’s electric utility restructuring law in March 1999, provides $1.5 million annually for efficiency and renewable programs and $0.8 million annually for low-income programs. Funds for the public benefit programs are collected from Conectiv’s customers (also known as Delmarva Power & Light Co.); no environmental or low-income public purpose funds are being collected from Delaware Electric Cooperative (DEC). Initiated on October 1, 1999, 0.178 mills/kWh (approx. $1.5 million annually) is collected to fund environmental incentive programs for conservation and energy efficiency. The environmental funds are administered by the Delaware Economic Development Office in consultation with the Delaware Energy Office and the Division of Public Advocate.  
 
In August 2000, the Delaware Senate passed a resolution directing $1 million to rebates for solar energy. Energy Alternatives Rebates of 35% of eligible costs are available for photovoltaic, solar water heating, geothermal heat pump, and wind turbine systems.  
 
An average of 0.095 mills/kWh (approx. $800,000 annually) is collected to fund low-income fuel assistance and weatherization programs. These funds are administered by the Department of Health & Social Services’ Division of State Service Centers, which currently administers similar federally-funded programs. 

Virginia: 

· Approximately 2,500 residents have switched to a competitive offering “green” power at a premium price above the incumbent utilities “price to compare”.  

· There are no competitive offers below the utilities “price to compare” at this time.  Competitive suppliers have stated that there is little economic incentive to engage the marketplace.  

· Virginia Energy Choice consumer education program has been successful in increasing awareness of energy restructuring, but due to little retail competition, consumers have not acted upon choice and the budget for advertising choice will be cut by 50% for fiscal year 2003.  

Net Metering

· Incentive Type:  Net Metering Rules 

· Eligible Technologies:  Solar Thermal Electric, Photovoltaics, Wind, Hydro 

· Applicable Sectors: Commercial, Residential 

· Limit on System Size:  10 kW residential, 25 kW commercial 

· Limit on Overall Enrollment:  0.1% of annual peak demand 

· Treatment of Net Excess:  Credited to the following month, then either granted to utility annually or credited to following month (see summary for details). 

· Utilities Involved:  All utilities 

· Interconnection Stds. for Net Metering?  Yes 

· Date Enacted:  1999 

· Effective Date:  7/1/2000 

Summary:

Virginia's 1999 net metering law covers residential up to 10 kW and commercial systems up to 25 kW. Eligible technologies include solar, wind, or hydropower systems that are intended primarily to offset part or all of the customer's requirements for electricity. Enrollment is open on a first come, first served basis until the rated generating capacity owned and operated by customer-generators in the state reaches 0.1 percent of each electric distribution company's peak-load for the previous year.  
 
Monthly net excess generation is carried forward month to month. In the original rules, any excess at the end of a twelve-month period was granted to the utility. However, it was later decided that, while the month-to-month system should remain intact, excess generated in the twelfth month of the annual period could be credited to the following month. This credit cannot exceed the amount of energy purchased during the previous annual period. For example, if a customer-generator bought 1500 kWh from a utility during the first eleven months of the annual period, and then generated 2000 kWh of excess electricity in the twelfth month, the customer could carry forward 1500 kWh to the following month, and the remaining 500 kWh would be granted to the utility. If a customer generator wishes to receive monetary compensation for excess electricity, that customer may attempt to enter into a purchase-power agreement with a utility.  
 
The interconnection rules were completed and utility tariffs finalized in the summer of 2000. Each utility uses a simplified one-page interconnection agreement. Customers can use a standard kilowatt-hour meter that can measure electrical flow in two directions. Systems must comply with the National Electrical Code Article 690, Institute of Electrical and Electronic Engineers Standard, and Underwriters Laboratories. For systems that meet these technical requirements, no additional protective equipment can be required by the utility.
West Virginia: 

· Had planned a long transition to retail markets but plans are on hold until further study of   restructuring issues.  

Citation: West Virginia Code 31-18A-1 et seq.

Summary:

 Establishes the Energy Conservation Revolving Loan Fund for residents of low and moderate income, who own and occupy single-family residential homes. To be eligible, applicants must prove their title to the house and must meet criteria of credit- worthiness. Energy-efficiency measures covered by the fund will include insulation, storm or thermal windows and doors, caulking, weather-stripping, heat pumps, and other materials. Loans may not exceed $2,000 per dwelling, and may not exceed the actual cost of materials and labor. Recipients must repay the loan within 3 years, at a rate of interest not exceeding 3%  (Please note:  This program has not yet been implemented in West Virginia because funding has not been provided by the State legislature).

Credit for Wind Facilities

 Incentive Type:  Corporate Tax Credit 

Eligible Technologies: Wind 

Applicable Sectors: Utilities 

Amount:  5% of capacity 

Date Enacted:  May 2001 

Effective Date:  July 2001 

Summary:

West Virginia passed legislation in May 2001 that lowers the Business and Operation Tax (B&O) affecting utilities using wind-power generation. Under the new legislation, the B&O Tax has been reduced from 40% of a turbine's capacity to 5% of that turbine's capacity. This change took effect in July 2001.

Maryland:

Comments from the PUC at the 2003 Mid Course Review

Commissioner Ken Schisler, Maryland PSC

Commissioner Schisler, the Chair of the Maryland PSC and former state legislator, began his remarks by saying that as a newly appointed Commissioner, he has the opportunity to see what went right and what went wrong with electric restructuring legislation that he helped shape and enact into law.  Commissioner Schisler prefers to think about what is working and what needs work.  Like Pennsylvania, Maryland does not have a competitive market, and the PSC recently extended standard offer service for retail and small commercial customers.  Commissioner Schisler did not believe rate caps were below market, but they were low enough that it took away the opportunity for a competitive retail market to emerge.  More progress was made in the large commercial and industrial market segment, said the Commissioner.  

He remarked that there have not been innovative products or marketing as was expected.  Commissioner Schisler also thought that it is ironic that the competitive metering provision in Maryland’s restructuring law may be stifling innovation by creating market uncertainty for electric utilities.  

Commissioner Schisler also hoped to see competitive green power choices or union choices, but these have not materialized.  According to the Commissioner, Maryland did not enact a RPS per se, but a “do no harm” provision for renewables that required utilities to report the level of renewables they have in their mix.  He expressed disappointment in how difficult it has been to create an energy verification system, noting that utilities with baseload coal are saying they have nuclear and vice versa, simply by citing PJM-wide system mix numbers.

Customer aggregation was also thought to have more of an impact, according to Commissioner Schisler.  He thought the rate caps may have reduced the chances of success for aggregation.  He noted that Maryland has opt-in, rather than opt-out, aggregation.

Commissioner Schisler noted that he had concerns about the financial state of energy firms.  He thought state credit requirements may be a barrier, and he suggested the National Council look into this.  Each state has its own credit standard, and it becomes a “race to the bottom,” according to Commissioner Schisler.  He asked if it made sense for states to have their own individual credit requirements.

Commissioner Schisler also asked if each state had the right price signal to encourage investment, or if even price signals alone were sufficient.  Certainty of investment recovery is important.  He also cited NIMBY as an issue, saying legislators cannot see direct benefits of locating new generators in their backyard.

· In Potomac Electric Power’s service territory nearly 16 percent of the residential customers and 21 percent of the nonresidential customers have switched to an alternate supplier.

· Statewide, approximately 4% of all customers have switched, less then 4% of all residential customers and 5% of the nonresidential customers.  

· Electricity rates will switch from fixed rates to market based rates beginning in July 2003 for some commercial and industrial clients and for the remaining commercial and industrial clients rate the transition to market based rates will commence in July 2004.   

· Maryland’s electricity restructuring law, signed in April 1999, mandated the creation of a Universal Service Fund, which provides bill assistance and weatherization for low-income customers. Currently, no public purpose funded energy efficiency programs are available to federal customers.
Citation:  (House Bill 20, State Bill 670)

Maryland Clean Energy Incentive Act 

Summary:

The Maryland Clean Energy Incentive Act, which went into effect on July 1, 2000, provides Maryland sales tax exemptions or income tax credits when purchasing certain qualifying high efficiency Energy Star appliances, electric and hybrid-electric vehicles, and certain renewable resource energy systems.  
 
Regarding renewable energy incentives, an individual or a corporation may claim a state income tax credit of 15% of the total installed cost of a solar water heating or photovoltaic system. The maximum credit is $2,000 for a PV system and $1,000 for a for solar water heating system. The unused amount of the credit for any taxable year may not be carried over to any other taxable year. Eligible systems must meet performance, quality standards, and certification requirements specified by the Maryland Energy Administration. Swimming pool and hot tub systems are excluded.  
 
The Act also provides for a personal or corporate income tax credit for the production of electricity from commercial and industrial waste, forestry (excluding old growth residue) and agricultural by-products, and landfill and anaerobic digestion biogas. The credit is 0.85¢/kWh (or 0.5¢/kWh for electricity generated in a co-fired plant). The electricity must be sold to an unrelated party to take advantage of the credit. The unused amount of the credit may be carried forward and applied for succeeding taxable years for up to ten years. 

Use the links below to access electric restructuring information for your state:

Pennsylvania: http://puc.paonline.com/
New Jersey: http://www.bpu.state.nj.us/
Maryland:  http://www.psc.state.md.us/psc/
Delaware: http://www.state.de.us/delpsc/
Virginia: http://www.state.va.us/scc/
West Virginia: http://www.psc.state.wv.us/
District of Columbia: http://www.dcpsc.org/
Additional Resources:

PJM: http://www.pjm.com/Provides information on the wholesale power market in the mid-Atlantic region.

Energy Information Administration http://www.eia.doe.gov/Includes state-by-state information on energy restructuring.  

National Association of Regulatory Utility Commissioners. http://www.naruc.org/ Up to date information on the latest issues effecting state utility commissions.

