








Appendix 4


This appendix contains the views or recommendations of individual members of the Council.

AARP Maine

Take Long-Term Steps to Ensure More Stabilized Prices and Supply
 

· The retail competitive market for the sale of electricity has not developed in Maine for residential and most small commercial customers served by the Standard Offer.

· Standard Offer service prices have increased dramatically since the adoption of restructuring, in part due to the total reliance on short term wholesale market contracts that pass through electricity prices based on volatile natural gas prices.

· Maine should explore all reasonable and available means to reduce its reliance on short-term wholesale market contracts that rely on volatile natural gas prices to price electricity for residential customers who have no practical alternative to the Standard Offer electric service.  

· Standard Offer Service for residential and small commercial customers should be implemented based on a long term procurement plan that evaluates a wide range of options to assure the statutory obligation to provide “over a reasonable time period the lowest price for standard offer service to residential and small commercial customers.”  [35-A MRSA §3212, sub§4-C]  

· The long term procurement plan for standard offer service should systematically evaluate all available supply and conservation and demand options during a 10-15 year planning period and propose the resource mix to meet the standard offer needs of residential and small commercial customers in order to acquire sufficient, efficient and reliable resources over time to meet its customers’ needs at a minimal cost.  This plan should reflect the authority granted in last year’s statutory amendments to include voluntary demand response and energy efficiency services in the standard offer service portfolio, as well as long term contracts (capacity and associated energy, as authorized in 35-A MRSA §3210-C and §3210-D).  

· The long term procurement plan should rely on competitive acquisition methods to obtain the products and service identified as the most likely to meet the statutory goals for Standard Offer Service and, where determined to be necessary to reach the statutory goals and objectives, propose a utility self-build option for a portion of the recommended portfolio.

· Since the Maine PUC has refused to date to prepare such a long term procurement plan for Standard Offer Service, Maine should consider granting the authority to plan and implement Standard Offer Service to the States’ investor owned electric utilities, subject to the regulatory oversight of the Maine PUC.  

 
Industrial Energy Consumer Group

Regulatory and Market Barriers to CHP 

Although technologies used in CHP systems have improved in recent years and CHP has become cost-effective in many applications, significant hurdles exist that limit widespread uses of CHP. The effect of these hurdles is to constrain use of CHP systems, meaning that less-efficient SPH systems continue to predominate. The main hurdles to CHP are: 

· Current regulations do not recognize the overall energy efficiency of CHP or credit the emissions avoided from displaced grid electricity generation.
· Depreciation schedules for CHP investments vary from 5 to 39 years depending on system ownership, and frequently don't reflect the true economic lives of the equipment. 

· Many facility managers are unaware of technology developments that have expanded the potential for cost-effective CHP. 
Recommended Next Steps

· Maine should review utility and ISO-NE interconnection standards and make changes to ensure removal of any barriers to development of CHP.  Backup and supplemental power service for CHP facilities should be based on the actual cost of service.

· DEP should shift to output-based emissions standards, which regulate emissions based on the power and heat produced and thereby implicitly credit efficiency. 

· Maine Revenue Service should set a depreciation schedule for CHP assets at 7 years, which reflects the true technical and economic life of most systems.

· The Maine Legislature should enact tax credits to encourage efficient, low-emissions CHP systems. 

· Maine should develop rules and guidance to facilitate siting and permitting for CHP projects.

· Maine should utilize its bonding authority to develop a stable funding source for (a) cost-sharing of CHP feasibility studies; (b) low-interest loans for commercial and industrial CHP projects; and (c) grants for qualified CHP projects for low-income or assisted living facilities.

· Maine should review state facilities for CHP opportunities, and co-sponsor education opportunities for facility managers and others to learn about the benefits of CHP.

· Maine should amend the site location of development now to require CHP in any commercial or industrial building with its own boilers for heat above a threshold size.
Representative Adams
Energy and Environmental Policy Issues


Representative Adams supports a thoughtful integration between energy policy and environmental policy, which should not be seen as necessarily in conflict or mutually exclusive concepts.  Regarding siting, this issue will gain increasing importance in the near future.  Sweeping State or federal pre-emptive policies should be avoided here; although difficult, the best siting policy-and the only one with hope of public support and acceptance-must respect local and regional needs, opinions and rights.  

Central Maine Power Company
Utility Ownership of Generation Assets
Because of New England’s marginal clearing price design and its guaranteed capacity or reliability payments, deregulating generation has failed to reduce the price of electricity for Maine customers or shift the risk of generation investments from customers as originally envisioned.  The New England states that have allowed continued utility ownership of generation, such as Vermont and New Hampshire, have been largely insulated from these regional wholesale market impacts, and other states are considering allowing utilities to once again own rate base generation.  The benefits of utility-owned generation in the current deregulated environment have been abundantly apparent in light of the recent FERC decision to impose transitional capacity payments in New England.  Unlike Maine’s electric consumers, who will incrementally pay nearly $300 million over the next four years as a result of this decision, most customers in nearby Vermont and New Hampshire will be shielded from many of these additional charges due to the generation ownership of their distribution utilities.  The Legislature should allow transmission and distribution (“T&D”) utilities to once again participate in the energy business by owning and/or investing in generation, signing long-term contracts, and investing in demand response technologies.

Anthony W. Buxton
This, the first report of the Maine Energy Council, reflects both the hard work of the Council and its staff and the extraordinarily hard work which remains to be done if the State of Maine is ever to have an effective energy policy.  While the high quality of the Council’s recent discussions shows that the Council could do far more if asked, this report is not yet an energy policy, and it does not recommend one equal to Maine’s need. 

Put simply, Maine is desperate for a clear, affirmative energy policy and the serious, prolonged implementation of that policy.  The states and nations with energy policies achieve what they seek:  greater energy diversity, lower energy costs, less energy waste and the environment they desire.  Maine can and should do the same; in an economy driven by technology and in our carbon-challenged world, a sound energy policy is a sovereign duty, even in a democracy with a preference for free markets.  

The desperation I describe may be inferred from the electricity prices Maine consumers pay today.  In the Central Maine Power Company territory, residential consumers pay delivery costs of 6.46 cents per kWh and electricity costs of 8.8 cents per kWh, for a total of 15.26 cents per kWh.  In Bangor Hydro’s service territory, residential consumers pay 8.52 cents per kWh for delivery and 9.01 cents per kWh for energy, or approximately 17.53 cents per kWh total.  In Maine Public Service Company’s service territory, the last service territory in Maine to receive the full impact of record fossil-fuel prices, residential consumers pay 8.3 cents per kWh and 7.89 cents per kWh for electricity, for a total of 16.19 cents per kWh.  Commercial and industrial customers throughout Maine pay less for delivery because of their higher efficiency, but pay comparable electricity prices, creating combined electricity and delivery costs which are simply unacceptable.  Electricity prices in Maine, long among the highest in the nation, have contributed significantly to the loss of thirty-thousand manufacturing jobs in Maine in only ten years.  Thousands more jobs remain, but they remain at serious risk.  

The Council’s report thoroughly describes and decries the additional risks to Maine electricity consumers from the actions of FERC and ISO-NE over the next few years.  To put these in the all-important context of cost, I estimate the current electric bill for Maine consumers purchasing through T&D utilities to be approximately 1.65 billion dollars annually, assuming an average total delivery and supply cost of 15 cents per kWh.  The LICAP or FCM Decision by FERC, made to subsidize generation for Connecticut, will add an additional $200 million dollars per year to Maine consumers as of 2010.  Maine’s annual cost for its 8% share of the $4.5 billion dollars to be invested in transmission projects in New England, once again done largely to benefit consumers in states which have not acted to meet their own needs, will add approximately $60 million dollars annually to our costs.  Further, the construction of one or more high voltage lines to drain Maine of the generation surplus we have paid so dearly for over the past two decades, again to benefit states which have not built generation to meet their own needs, would raise Maine’s rates overnight by at least $70 million dollars annually.  Thus, quite conservatively, the pending threats to Maine, most of which are certain to occur, will raise Maine’s rates by approximately $330 million dollars annually.  This would be a 20% increase, on top of the highest electricity costs in the nation.  Looked at another way, locking  these “hard”(non-fossil fuel) costs into rates evaporates the benefit we naturally expect to occur when fossil fuel prices fall from present record levels. For example, if fossil fuel prices fall by 50% by 2010 (to the level of $1.30 to $1.40 per gallon of gas), we would expect electricity (the non-delivery part of your bill) prices to fall by a slightly smaller amount proportionately.  Yet, those decreases would be offset by the cost of the other events I have preciously described.  It is difficult to imagine Maine’s economy becoming competitive while burdened by these new and unnecessary costs.

Council members vigorously debated my proposal to establish the purpose of Maine’s energy policy as the reduction of the cost of energy, including electricity.  The result of the debate, as expressed at the start of our report, is as follows:
The primary objective of Maine’s energy policy is to reduce the total cost (prices and usage) of electricity to Maine’s residents and businesses in a way that produces price predictability and maintains system reliability consistent with State and federal environmental policy so that electricity is delivered to Maine citizens at the lowest possible costs to promote economic development and retain job.


The most important message this paragraph communicates is that Maine considers energy only as part of our environmental policy, and that our environmental policy is of overriding importance.  In turn, this implies that there is a necessary conflict between energy and environmental policy, one resolved always by favoring protection of the environment.  This is a false conflict, and thus a flawed policy.

The unfortunate accuracy of our “policy” paragraph may be seen in two recent decisions rejecting, respectively, a large and a small wind power project in Maine.  The Land Use Regulation Commission’s decision to reject the Reddington proposal for 90 MW of wind turbines despite the urgent pleas of citizens concerned about the need for wind power to combat global warming could be described as an implementation of our policy paragraph.  The second, a board of appeals rejection of a municipal planning board approval of a 3 turbine “community wind” project in Freedom, Maine is also illustrative.  The Freedom rejection relied primarily on an anecdotal finding that the wind project, when combined with rural background noise, would exceed by one-half of a decibel Freedom’s 45-decibel sound limit.  If you read this paragraph out loud, your voice will be from 55 to 65 decibels in volume.  If you read it in a whisper, you will not exceed 45 decibels.  

Unfortunately, the defeat of the Reddington and Freedom wind projects illustrates the victory of aesthetic environmental concerns over an energy policy which would help save the world from global warming, the ultimate environmental disaster.  These defeats prove the status quo policy is unacceptable, and the projects defeated show that an energy policy can and should be environmentally beneficial.  A sound energy policy seeks to lower the cost of energy, to enhance energy efficiency, and to ensure energy diversity.  A sound environmental policy seeks to ensure that these goals are met with only necessary environmental impact.  An environmental policy that consists of opposing necessary energy projects as a means of bargaining an unstated and non-democratic end result is not a policy, but a case of capture of regulatory power by special interests, however well-motivated.  

We can and must do better.  And very soon.
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