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January 30, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333


Re:
LD 134, An Act to Encourage the Use of Solar Energy
Dear Senator Bartlett and Representative Bliss:

LD 134 was submitted by the Public Utilities Commission (Commission).  LD 134 would give the Commission discretion to set rebate levels for solar thermal systems.  For the reasons summarized below, the Commission supports the enactment of LD 134.

The solar energy rebate program and associated fund were created in 2005 by P.L. 2005, chapter 459 and are currently codified at 35-A M.R.S.A. § 3211-C.  Section 3211-C authorizes the Commission to use available funds to provide rebates to people who install qualifying photovoltaic (PV) systems, qualifying solar thermal systems that heat water (solar hot water) or qualifying solar thermal systems that heat air (solar hot air).  The law provides that 25% of the available funds must be allotted for PV system rebates and the remaining 75% of the available funds must go to rebates for solar hot water or solar hot air systems.  The current law also sets rebate levels for each type of system.  Finally, the law requires the Commission to provide annual reports to this Committee summarizing its actions relating to the solar rebate program for the prior 12 months.

On December 1, 2006, the Commission submitted its first annual report on the solar rebate program.  The 2006 annual report showed that, among other things, the available PV system rebates were fully subscribed, while only a small percentage of the solar thermal system rebates were committed.  Based on information gathered in the first year of the program’s operation, the Commission believes that the program could be implemented more efficiently if the Commission had discretion to set the rebate levels for solar thermal systems.


Current law sets the rebate level for a solar thermal system at “25% of the cost of the system, including installation, or $1,250, whichever is less.”  The Commission’s experience during the first year of the program indicates that the levels set in statute are not working.  These statutorily imposed limits do not provide the Commission with sufficient flexibility to adjust incentive levels to respond to market demand.  This is reflected in the fact that over 90% of the funds available for solar thermal systems remain uncommitted.  To give the Commission the flexibility it needs to operate the program effectively, LD 134 would remove specific rebate levels from statute and give the Commission discretion to exercise its expertise and set rebate levels in response to evolving market conditions.

After LD 134 was printed, the Commission discovered an accounting error in the 2006 annual report on the solar rebate program.  The 2006 annual report was written based on the understanding that the solar rebate program was authorized to spend up to $500,000 during FY 2005-06, FY 2006-07 and FY 2007-08 for a total of $1.5M.  However, the statute governing the solar rebate program has a sunset date of December 31, 2008.  This means the program has an additional half year of authorized funding ($250,000) for the first half of FY 2008-09, bringing the total amount of authorized program spending to $1.75M through the sunset date of December 31, 2008.  A copy of the corrected 2006 annual report on the solar rebate program is attached to this testimony.  The Commission apologizes for any confusion the accounting error in the original report may have caused.

The availability of an additional $250,000 for the solar rebate program means that there are now unobligated funds available for rebates on PV systems.
  LD 134 as written would give the Commission discretion to set rebate levels for solar thermal systems.  LD 134 did not include similar discretion for PV systems because, at the time LD 134 was written, the Commission thought that the entire amount of PV system allocation was committed.  As noted above, the Commission has determined that there are in fact funds available for PV system rebates.  Based on this fact, the Commission requests the Committee to consider the attached amendment to LD 134 that would give the Commission discretion to set rebate levels for PV systems as well as solar thermal systems.

The Commission appreciates the Committee’s consideration of LD 134 and the attached amendment and looks forward to working with the Committee on this bill.







Sincerely,








Chris Simpson








Legislative Liaison

Attachments
cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
� As described on page 4 of the amended report, of the $437.500 allocated for PV systems, $132,583 of available PV funds were paid out and $248,948 reserved, resulting in a remaining unencumbered balance of $57,955 for PV systems.
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