Testimony of South Carolina Public Service Commissioner David A. Wright before the Senate Energy and Natural Resources Committee 

on a national Renewable Portfolio Standard

Good Morning. I am honored to have the opportunity to appear before this distinguished Committee today to present testimony before you as you wrestle with this difficult issue.

My name is David Wright.  I am a legislatively elected Commissioner of the South Carolina Public Service Commission. I am here today as Chairman of the ten member states that comprise the Southeastern Association of Regulatory Utility Commissioners (SEARUC), a regional association of the National Association of Regulatory Utility Commissioners (NARUC). I am also representing my state commission and myself as a South Carolina Commissioner.

As regulators, my fellow commissioners and I in the SEARUC region are responsible for ensuring that retail electricity customers receive safe, reasonably priced, reliable electric service. We are concerned that a uniform, federal Renewable Portfolio Standard (RPS) mandate fails to recognize that there are significant differences among the states in terms of available and cost-effective renewable energy resources, and that having such a standard in energy legislation will ultimately increase consumers’ electricity bills.



Establishing a uniform national RPS, without regard to crucial regional differences, unnecessarily drives up electricity costs, jeopardizes reliability, and diverts capital needed to achieve aggressive carbon targets.  If we are going to have renewable portfolio standards, they should be politically sustainable, and take into account what best efforts can achieve in each state, given its potential for renewable energy. Federal policy should give states the flexibility to promote renewable energy in a way that doesn't undercut the higher priority of reducing carbon emissions cost-effectively.

Some regions of the country have unique renewable energy sources, like geothermal.  Not all states are fortunate enough to have abundant traditional renewable energy resources, such as wind, or have them located close enough to the load center to render them cost-effective. The Southeast and large parts of the Midwest certainly face this circumstance.

In particular, my state, South Carolina, does not possess a wealth of renewable energy sources, such as the abundant solar energy that is available to states in the Desert Southwest, the wind turbine generation available to states located in the Great Plains, or the hydro generation in the Pacific Northwest.  As a result, my state, and our region, must seek to encourage the growth of research and development in the use of renewable resources that are available and economically viable to provide for our future needs. During the earlier years covered in the discussion draft being considered we will also have to continue our reliance on conventional base load generation sources including new nuclear energy to ensure that reliable, reasonably priced, electricity is available to all of our citizens.   
Even in regions of the country that do have access to wind energy, there frequently is stiff local opposition to building huge wind turbines, significant costs for the additional transmission needed, and reliability concerns. As a result, some renewable wind energy projects do not get built, while others take years to build.  

As for solar power, with the current technology, it has a low capacity factor, takes significant space, and is not always available during times of greatest need.  In my state, we have had testimony that as much as 90% of any wind or solar power would have to be backed up with conventional generation sources.  Electricity consumers want power even when the sun is not shining and the wind is not blowing.

Because the availability and cost-effectiveness of traditional renewable energy resources varies so widely among states and regions, the SEARUC states believe that decisions regarding renewable energy portfolios should be left to the states.

Renewable energy is touted as a way to achieve energy independence, reduce green house gas emissions and reduce our carbon footprint. All of these are admirable goals.   

But what is it that the country really needs? Is it energy independence? Is it a reduced carbon footprint? Is it greenhouse gas-free energy? Like many, I believe it makes sense to do the best we can to achieve all of the above.  But at what price? Additionally, to remove political influences, or the artificial ‘feel-good’ nature a RPS might bring, you should consider relying on sound science as you craft a policy.   By this I mean, the claims of trade groups or others who are promoting specific renewable technologies should be proven by sound scientific principles, using independent scientific methodology in a transparent way. The claims should be able to proven and reproducible others.
After so many years of not having a real national energy policy, we're now in great danger of establishing a national policy that is doomed to failure – with a renewables policy and climate policy at cross-purposes. Consumers and our economy will pay a heavy price for the unintended consequences.
While we agree with the overall goals as stated above, and urge Congress to support renewables, we also ask that you carefully craft any RPS mandate to be practically achievable on a state-by-state basis. Because of the differences in availability of renewable resources, some states’ “best efforts” in developing renewables may produce results much lower than those that are practically achievable in other states. As the SEARUC region, we wish to emphasize that the aim of federal energy legislation should not be to transfer wealth from one region of our nation to another through the enforced purchase of Renewable Energy Credits, or RECs.
Quite honestly, the utilities in my region will not be able to meet the renewable portfolio standard as set forth in this legislation. Instead, in order to achieve compliance, they will be forced to write very large checks for the RECs, money that will come from our ratepayers, and the money will leave our region where it is needed most. This will be a very significant dollar amount, too. 

As attachments to my testimony, I have included sources, links, memos, articles and letters from states in the SEARUC region to support my testimony. Public Utility Commissions and Commissioners throughout the SEARUC region all tell me the same thing.  While all of our states strongly support renewable and alternative energy generation, we do not support a federally mandated one-size-fits-all Renewable Portfolio Standard.  As regulators and public officials, our statutory charge is to ensure safe, reasonably priced, and reliable electric service.  We are concerned that a federally mandated RPS that fails to account for differences in regional and local characteristics could increase the cost of service for all consumers and businesses who use and pay for electricity and could reduce reliability, while providing no incentive for investment in our states or benefit to the customers in return for those higher bills.   
Although the states in the SEARUC region do not support a ‘one-size-fits-all’ national renewable portfolio standard, we do support the growth of renewables. It is my hope that the Congress will recognize that there are truly significant differences in the availability of renewable resources from state to state. Some states are truly blessed. Others are not.

I was brought up to believe that you should not criticize or complain about something unless you were prepared to offer an alternative or a solution.

With that in mind, I would ask you that you and the Congress strongly consider doing exactly what was done in the Energy Policy Act of 2005, when you charged public utility commissions across this nation with setting standards for net metering and smart metering within a set period of time. 

I would ask that, before you move forward with a national Renewable Portfolio Standard, you first give the states a chance by charging those state public utility commissions across this nation that do not already have a Renewable Portfolio Standard in place with creating such a standard.  And, like in the EPACT 2005 legislation, give our state commissions a certain period of time to get it done and in place. Each state’s RPS should recognize its renewable resource potential and should push for a best-achievable RPS within a given period of time. If a utility fails to meet the state standard, a penalty or compliance payment would have to be made to the state. That money would stay in the state where it would be invested in renewable technology or to developing and implementing energy efficiency programs for low-income households living in mobile homes or other energy-inefficient housing. Any utility that meets a state standard would be deemed to be in compliance with any federal requirement. 

North Carolina is the only state in the SEARUC region that has adopted, and is operating under, a renewable portfolio standard. After many studies and hearings on the subject, North Carolina adopted a 12.5% RPS by 2021 with 40 percent of that total being allowed to come from energy efficiency. But, North Carolina also adopted a cost cap. Regulators there have told me that if the national RPS were adopted as it is proposed in the discussion draft being considered today, the $0.03 cents/kwh alternate compliance payment alone would more than double the current cost to their customers.  Florida is another state that is working through and toward a renewable energy policy. The Florida Public Utilities Commission is currently studying the issues and is consulting with the state legislature.

A very large concern for my state and the SEARUC region is that the money used to purchase the REC’s and alternate compliance payments will leave our states and our region, the very areas that need the money the most.

Let me explain why I say that.

A ‘one-size-fits-all’ federal RPS would hit consumers hard in the Southeast, the region with the least renewable resources and the greatest poverty. Electricity customers would have to pay an expensive premium on top of the higher costs that will come with meeting carbon targets.
South Carolina has one of the lowest income levels in the United States and one of the highest unemployment levels. Our workers’ average annual salary is $27,560, compared to a national average of $33,000. There are a significant number of households living at the poverty level and below in South Carolina, as in much of the Southeast, and many of them live in mobile homes or other energy-inefficient housing. These people are proud, but they are poor. 

Literacy levels are low in South Carolina, and pose a significant obstacle to our meeting the energy efficiency component of an RPS. Statistics indicate that South Carolina has high student dropout rates and the majority of residents have some degree of illiteracy.  South Carolina has the 4th highest percentage of adults at Level I or 2 in the country.  More than half (56%) of our state’s residents fall within severe (Level 1) to moderate (Level 2) ranges of illiteracy (level 1 is the lowest literacy level. Adults in this category can perform simple tasks with text and documents, but display difficulty using certain reading, writing, and computational skills considered necessary for functioning in everyday life.   Adults at literacy level 2 can begin to compare and contrast but are unable to perform higher level reading and problem solving skills.) If people cannot read or write, they will have a difficult time comprehending information about energy efficiency and conservation.  
These low-income households are truly unable to participate in any energy efficiency and conservation efforts, which greatly limits our ability to achieve the proposed RPS or conservation goals. But these people still must heat their homes. Because they live in energy-inefficient housing, their consumption rate of electricity is higher and, naturally, so is their bill for electricity, compared to the figures for occupants of more well insulated energy efficient homes. A sad fact is, the only time they ‘conserve’ is when they are forced to: when their power is shut off for inability to pay their bill.

South Carolina ranks 40th among in the country in median income, and 44th in disposable income.  Many of our citizens simply can’t afford weather stripping for the front door, much less energy-efficient windows or an energy-efficient heating unit. They may want to conserve, to make their homes energy efficient, to buy that Energy Star refrigerator, but they can’t. They have to settle for that $100 used refrigerator, if they can afford it, or have to decide how to pay their power bill and buy groceries for the family. This is not an exaggeration.

A better way would be to provide incentives for the use of, or integration of, renewable technologies into a company’s existing portfolio, instead of penalizing them, and ratepayers, for a failure to meet an arbitrary standard.

The money a utility (i.e. the ratepayer) pays for REC’s and alternate compliance payments should not leave the state. The money should be re-invested in the state where it was paid to develop and implement energy efficiency programs to help low-income households, and to help make these renewable technologies more affordable. 

In the proposed national RPS, development of sources of renewable energy would have to cost less than $0.03 cents/kWh to avoid paying the alternate compliance payment or it would be wasted money, meaning it would be cheaper to make the alternate compliance payment than to develop renewables and energy efficiency technologies. In a recent hearing before the South Carolina Public Service Commission, an witness testified that “…PV solar’s cost of energy ranges from 31 cents per kWh to over 44 cents per kWh.”  Wind resources in the South Carolina and the Southeast that may be suitable for wind generation are primarily located along the coast which is subject to hurricanes. No offshore wind turbines currently exist in the United States. A proposed offshore wind farm in Delaware recently bid to supply generation to Delmarva Power & Light for about 13 -14 cent per kWh. I do not know whether this is a busbar cost or a delivered cost. However, I do know that it is above the current average residential retail rate for electricity in South Carolina which is about 10 cents per kWh. 

The Energy Policy Report recently prepared and released by the Public Utilities Review Committee concluded that renewable resources would provide about 4% of South Carolina’s generation by 2027.  Assuming that South Carolina could achieve the 5% conservation and efficiency limit and 4% of electric generation from renewable by 2020, the utilities in South Carolina would fall 11% short of the proposed 20% RPS in 2020. Based on the 2007 total South Carolina generation reported by the Energy Information Agency and the proposed 3 cents per kWh Alternative Compliance Payment, South Carolina ratepayers would be subject to an annual Alternative Compliance Payment of more than $270 million. This amount is in addition to the added cost of generation from renewable resources compared to the cost of generation from conventional resources. It is also possible that a civil penalty of 6 cents per kWh could be assessed on all or part of the 11% shortfall in meeting the proposed RPS.   From my view as a state regulatory commissioner, there are other issues or possible unintended consequences to consider as well. If I am to balance the needs of the utility against the needs of the ratepayer, where is the regulatory tipping point? 

As a regulator, how am I to treat a utility, and protect the ratepayer, in a rate proceeding when they have had to spend money to try and meet an RPS, and had to spend additional money to pay a penalty for not being able to meet the RPS, when what they really need is serious baseload generation to meet customer demand for electricity and a nuclear reactor is the least-cost generation source for them to meet the demand? An arbitrary national Renewable Portfolio Standard will hamper me as a regulator in being able to do the job I am charged to do. And I say that even before mentioning anything about the economic impact possible climate legislation or carbon legislation will have on ratepayers. 

As elected representatives of your states’ citizens, you carry a heavy burden.  But, your constituents trust you to do the right thing. I have followed some of your careers very closely and I have the honor of knowing some of you personally. I know your goal is not to penalize anyone. Please move slowly on this issue. In the meantime, also consider my suggestion to require the state utility commissions to address and adopt a renewable portfolio standard before you do something that may have serious unintended consequences. 

Senators, thank you for your time today. It is truly an honor to be here. I look forward to answering any questions that you may have, either today or, should you prefer, in writing to the Committee in the coming weeks.
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