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January 22, 2008
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1942, An Act to Provide a Rebate for Clean Energy Geothermal Heating Units
Dear Senator Bartlett and Representative Bliss:

The Commission takes a position neither for nor against LD 1942, An Act to Provide a Rebate for Clean Energy Geothermal Heating Units.  LD 1942 would create the geothermal energy rebate program that would provide rebates to promote the installation of geothermal heating systems.  The bill appears to be modeled after the solar energy rebate program which currently exists pursuant to 35-A MRSA § 3211-C (attached).  

The geothermal energy rebate program would be funded through an assessment on the ratepayers of the state's transmission and distribution (T&D) utilities.  The bill provides that “the amount of all assessments by the commission for the new program must result in total program expenditures by each T&D utility that do not exceed 0.005 cent per kilowatt hour.”  This is identical to the funding requirement for the solar energy rebate program.  

LD 1942 would require the Commission to adopt rules necessary to implement the geothermal energy rebate program and submit annual reports to the Committee regarding the program.  The Commission believes it could absorb the costs associated with the enactment of LD 1942 within existing resources.

Geothermal heating is one of many alternative heating technologies that are available to Mainers.  LD 1942 would use ratepayer dollars to promote the installation of geothermal systems.  As the Committee considers the merits of LD 1942, we recommend you compare the efficiency characteristics of geothermal systems with other competing heating technologies to determine if the kind of rebate program proposed in LD 1942 is justified.  
In general, geothermal heating systems couple a heat pump, which is an established and reliable technology, with a source of low grade heat such as a well or coils buried below the ground.  Geothermal coupled heat pumps tend to have low operating costs, but high initial costs.  In deciding whether to implement such a program, the Committee may want to consider the full life cycle costs of the technology and its application as is done with all ratepayer funded energy efficiency programs.  The Commission understands that the cost effectiveness of geothermal installations is application specific and varies from site to site.  As a result of the geothermal technology’s site specific nature, the Commission does not have data that confirms its cost effectiveness.  The Commission would be happy to assist the Committee in its review of any information that the proponents of LD 1942 may have about the cost effectiveness of geothermal technology.
As noted above, LD 1942 appears to be modeled after the solar energy rebate program which is governed by § 3211-C.   Last session, this Committee considered LD 134 which was designed to give the Commission discretion to set rebate levels for solar thermal systems within the solar energy rebate program.  The resulting law, PL 2007, ch. 29, removed specific rebate levels from § 3211-C and authorized the Commission to exercise its expertise and set rebate levels in response to evolving market conditions.  Lines 8 through 20 of LD 1942 include the same type of statutorily mandated rebate levels that appeared in § 3211-C prior to the enactment of PL 2007, ch. 29.  If the Committee decides to proceed with LD 1942, we recommend you consider adopting an amendment to lines 8 through 20 that would make them consistent with the changes approved last year for the solar energy rebate program in PL 2007, ch. 29.

The Commission looks forward to working with the Committee on LD 1942.  I would be happy to respond to any questions the Committee may have about LD 1942 at this time and Commission representatives will be present at the work session to assist the Committee with 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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