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May 2, 2007

Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1331, An Act to Encourage Community Wind Power Projects
Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) takes a position neither for nor against LD 1331, An Act to Encourage Community Wind Power Projects.  LD 1331 would require the Commission to establish a wind energy advisor office to provide technical assistance to developers of community wind projects.  The bill would also establish a production incentive program through which qualifying projects would be paid 1.5 cents per kWh.  Finally, LD 1331 would require transmission and distribution (T&D) utilities to purchase the output of these projects.

LD 1331 is targeted to small community wind projects which the bill defines as having a capacity of between 600 kilowatts and 2 megawatts.  Larger wind projects are cost-effective under current market conditions, and sufficient financial incentives exist (e.g. federal production tax credits and New England renewable energy credits) for their development in Maine and the New England region.  Smaller wind projects, however, tend to be significantly more expensive on a kWh basis then larger projects and may require a subsidy to be cost-effective.

LD 1331 is intended to provide a subsidy for small wind projects.  Section 3 of the bill (page 2, lines 7 through 14) specifies that the Commission may seek and accept funding for the program from any source and identifies what the funding may be used for.  However, the bill does not identify a specific funding source.  The Commission is unaware of sources for such funding.  In the Commission’s view, a funding source should be identified before an incentive program is established.

LD 1331 would impose several new requirements on the Commission.   Sections 1 and 3 would require the Commission to create and administer the Community Wind Energy Production Incentive Program to provide production incentive payments to community wind energy projects.  Section 2 of the bill would require the Commission to establish a community wind energy advisory office “to provide technical assistance to potential developers of community wind energy projects” on such matters as “site identification, wind measurement and monitoring, facility design, technical feasibility analysis and public outreach.”  The bill would also require the Commission to conduct a rulemaking to implement these new requirements.  The Commission does not have the in-house expertise to staff the wind energy advisory office nor does it currently have the staff to create and administer the Community Wind Energy Production Incentive Program.  The Commission believes that it cannot perform the tasks required by LD 1331 within existing resources.  The Commission estimates that it would need one technical staff analyst with knowledge of the technology and its economics, and a second financial analyst with municipal finance expertise.
Finally, section 3 of the bill (page 2, lines 36 through 41) would require T&D utilities to purchase power from eligible wind projects.  This requirement is contrary to the Restructuring Act, which prohibits T&D utilities from buying and selling power.  T&D utilities no longer serve load and LD 1331 is silent on what the utilities should do with the purchased power.  If T&D utilities are required to sell the power into the market and do so at a loss, this would constitute an additional subsidy to small wind projects at the expense of ratepayers.  The Commission notes that it has a rule (Chapter 315) that requires standard offer providers to purchase the output of small generators (5 MW or less) at ISO-NE clearing prices.  A copy of Chapter 315 is attached to this testimony. 
I am happy to try answer to any questions the Committee may have about LD 1331.  The Commission will also be present at the work session to assist the Committee in its consideration of the bill.







Sincerely,







Chris Simpson







Legislative Liaison

Attachment
cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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