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Chairman Robert Q ~ I ~ h a l l  

Pennsyfvanla H o w  of RepnessntBWes 

Consumer ARaiS Committee 

Testimony of Andrew J. Klwman rshted to H o u r  Bill 1580 

Chahan Ciodshdl and members ofthe Committee, thank you for the opportunity to sham my insights 

with regard to House  BHI 1580. As mytestimony wil nluslrate, this is an went  matter forthe committee 

to mnslder. 

My name is Andrew Kleeman. I em here today as both a board member ofthe state's profesdonal 

organhetion tor solar power (PA SEIA) and as a Senior Vice Rerrldent et Mercury Solar Syutems, Inc. 

(Wercury'). Mercury is a leading east coast solar company that was, until very recently, a leading 

employer in Pennsylvania in the solar sector. 

Over the course of my 28 year camor, I heve launched and gmwn three small businesses in our 

Commonwealth. These bud- have mllecthrely employed over 200 Pennsylvanlena. They have 

enjoyed marlcet expansions and have endured market conlrachs. Thmugh aU ofthose cycles, I haw 

never before felt so mmpelkKI to publldy advocate for spedRc Bill, but this Issue is both uiticel and 

urgent 

In my tfdmony. i would like to address just t h w  issues. Fbt, i I ~IWIUGB the positive impact the 

Pennsylvania Solar lnduaby has had on employment, as well as the arrent, d h  and imminent threat to 

that employment Second I wM discuss the Cost to Rate Payers ofthe pending MU and ihrlltraes its 

negllglble Impact. Lastly. i would iUrs to bfMy mmment on the concept of hee markets, as It Metes to 

the Pennsylvania solar indusby. My mnchrding polnt will be that House Bill 1580 is a market-based. 



IImXpmiVe, Pnd hlghly cosidtlcient mectranbm to halt the In-pmgmss odlapse oi a viable and 
Important new industry. 

I would like to start this pdnt with a set oflrraUnbie and heretofore mniidentlal facts that I hope you 

will find a8 stunning as I do: 

in November 2007, my nascent solar company. Em Energy Solutbns, employed a total of two people - 
myadand a marketing intern. By November 2008, we had doubled that staff to four, and we were up 

to 16 by Nmmber of2009. By November of 2010, unr had merged with a regional solar leader, 

Mercury Solar System. Mercury then invested heavily in the PennsylwUa operetlons and our 

Pennsylvania head count ballooned to 42. That le 42 well compensated Pennsyhranlans - more than 

half oi whom had been unemployed or underemployed mnstruction woticm. 

This bsmendws employment growth was achieved during the worst economic tlmw slnm the Great 

Depregskn - a period In whlch Parmsyhreniar unemployment rate rose from 4.5% In November 2007 

to 8.6% in November 2010' 

At the end of201 1, wr Pennsylvania operation employed tm. Forty-two to two, In just the past two 
quarters. 

I concede that enacdolal evidence is not always indieetive of lmgertrends. Also, I must darlfy that the 

majority (but not all) of the 40 former Penmybanla employees of Ma~ury were transferred to stataa 

wlth expanding markets -most notably Maryland. Msseaohusemi and New Yark. Yel even as a single 

data point, the data stlg speaks lo the kes of 40 jobs and 40 tax payers in our bmmonwaalth. Those 

jobs are not coming back any tima In the fomsemble W m  without passage of Howe BUI 1580. 

Mom impcrtantly, the Mercury axperienw IS i n d i  of what is now happening in the Pennsylvanis 

solar indusby - it is not Just anecdotal. An industry that grew rapidly over the past lour years is now 

facing an exbaordlnarlly rapid contraction. 

In my rds with PASHA, I wnslstenffy hear the chagrin of my fellow Pennsylvania solar installers. Most 
of these compenles an, based exclusively, or predominantly in Pennsylvania, They have neither the 

resMlroee nor the will to matlocate their staffs to stronger solar marksts in the s u m d ~ n g  states. It is 

' USB~ofL.dmrSWirtics  



my testimony that every solar company I am aware of in our Commonweelth is either contemplating or 
hen eheady begun dnrconic etM redublons; not some, not mogf but every 6ingle one. 

The total number of jobs at stake b large. Exectly how many solar full time equlwlent CFTE') solar 

jobs them are in Pennsyhrania is debatable. I Mieve the most d d n M  anelysi of salarlobs fs the 

October 201 1 'National Sdar Jobs Censua 201 1" prepared JolnUy by Cornell Unhrershy and BW 

Research for the Solar Fwndatlm. That MI page, peer revlewd anelpis places the PA Solar Jobs 

flgum at 4.703. The MI 66 page enalyals Is available at h t t ~ . / / ~ ~ r m d a t i o n o I p l ~ h / n S t i m a l -  

~ o l a r - 1 & ~ ~ ~ - 2 0 1 1 ,  or fmm r n p d  upon requeat. 

We did our own analysis at Mercury Solar Systems and arrived ate moderately lower tigure for 

Pennsylvania solar employment. At our peak Pennsyhrsnla head count of 42, we built apprdmately 

2.6% of the new Pennsylvania solar capacity in the 12 months precading July 1,2011. Our head count 

in Pennsylvania of42 did not lndude engineering, pmarrement, and accountkg mourws In our 

corporate offices. Nor does It indude any menufaotudng, distribution, subconimcted spaclelty trades, 

legal, or utility labor devoted to solar. Following common sense, and the model defined In the Cornell 

study, we appW a 1:l ratlo of our interns1 Pannsyivanla headmunt to total solar assodated with 
w r  wok Themfore, we projeded a labor form of 84 to consbuct 2.6% of the market yielding a 

pmjeded total Pennsylvania solar mYMorar of 3,230. 

This sknple analysk does not factor the real@ that Mercury's scale and exparienca anow us to build 

systems more labar eflkIenUy then the Pennsylvania solar Indurn mean. If we assume that Mercury 

can build systems 20% mom effidentiy than the Industry mean, the total state wide hsad count number 

from our internal analysis approaches 4.000. 

The pmciae number is not gennane. The aitical point isthat Pennsylvania solarpbs number in the 

thousands - not the hundreds. Whether it Is 3,000jDbs or 5.000 jobs, the sams ImpwaUve exlets to 

pass House BAl1580 to prevent massive layoffs. 

Rate Payer impad is, appropriately, a anicel mnslderetion for House Bln 1580. We are llvlng in 
eustem tirnee. These days, hoth our state and federal governments have a heightened mponslbillty 

for fiscal prudence. And that is exady why House BiU 1580 is the right BoMion to a critloai problem. 



As I will document Wow, the cost of implementhg House BUI 1580 was always mcdest (cMlting the 

average rate payer lees then a penny per day), but the mmt anent Rose Amendments simply bomm 
SRECs fmm Mure yeam -It is a net neubal Impad on msta. 

As with the W w s  prq/edions of the eize of the Pennsylvania solar labor force, pmjectbns of tha 

original coal of implementing House Bill 1580 cover e wlde range. I haw included in my testimony 

t h m  s t r e l g h t ~ r d  and aedlble analyses eupportlng a mndudon of nominal cost to Individual rate 
payers. The substantial m#ority of Pennsylvania's four mlllkn rate payers are resldentlal cuetomen, 

and each of them wwld be expaed to less than a penny per day of additional cos$ when H o w  Bill 

1560 k, implemented. 

The analyses are summarlzed in the fobwing table, and am included as attachments to thts teetlmony: 

All of thew analyses follow a rnethodobgy of estimating the Increased value of SAECs CSREW) 

mukiplied by the total number of SRECs to be 8dd in the pdad efleded by House Bill 1580. The 

variances among the analysis condusions are primadly a functlon of dMerent pmjectlons in future 

SREC values. Among the three presented analyses, the pf@eoted fulura peek value of SRECs ranges 

horn 61 XI (PASEIA 11M 1) ta 5275 (DayhRI, 511 I), as opposed to a eunent spot market badlng value of 

$30. 

hly.c 

Dayhill, Bn I 
PASEIA 11H I 
PennFutum I l l 1  I 

Other Cmt to Rate Payer analyses presented elaewhere have assumed Mure PA SREC values to be 

in exceas of the $325 Aitemativa Complianca Payment CACP'), as prnpoaed in the amsnded House Bill 

1580. Even mdimentary supplyldemand c u m  analyw of the PA SREC market mpudiate any 
prnjwktd Mure PA SREC value above (or near) $300. Moreover. the pmposed amendment mating a 

$325 ACP is, effectively, a cap on SREC values. Subsequently, I urge the Commitba to summarily 

reject any Cost to Rate Payer analysts which places the projected SREC value at or above $325. 
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Based on the preceding Table, and the attached full armlygea 1 see a total potential coot to Rate Payers 

of $165 milion. and a inom likely aetuel coot of $1 13 milion. While $113 mllkn Is a substantla1 sum. it 
spread over m ~ e  than four mUion Rate P a m .  lt may also be a smaller sum, spreed over a longer 

period of time and. than the altemetlve coot (In UC kneflla and lorrs of paymfi tax mnues) of not 
paclsing House Bli1580. 

There has been much dlsarssion - impottent dlscusaion - of free markets In the enecgy wcbr and the 
desire to allow the market to guide our energy choices. I support that fundamental concept but I 

temper the support with the reaUty of our slhratlon. 

With the expiration of the Pennsylvania Bolar rebeteg and grants. House Bill 1580 ie a necessary 

modulation to what is now, fhally, a market drtven Bdar sector. We am not seeking any tax payer 

dollars - we am simply seeking an adjustment to the rules under which the SREC merket will function. 

We aeabPd the hyper growth that now threat a market colapsa, Reawnable wciotles do not allow 

avoidable fetal market crasheswhem m many lhrtdlhoode am at rBk, and the pmmlse of cheap pauer 

issodoseathand. 

I remind the Committee that even the global ieon of free markets, the New York Stoclc Exchange, has 

built-in stops and market hazes to preclude catastrophlo wllapsee. 

Our state and federal pmgmnw that gmm solar a chena have been lnaedibly succeesM. The gmss 

cost of sdar power has plummeted 86 a Ulrect m L  of short tefm market acras8 all& by a niyliad 

of pmgrams. We are on the cusp ofthe hdy gmii of solar: grid parity. Todsy, solar power already 

costs less, over term, with no subsi i  whatsoever, than unsubsldlzed nudear power w unsubsidized 

Goel with mbon sequestration. Give us a reasonable set of canected market rules to play by end we 
will wntinue to drive down the cost of energy fw the Commonwealth. 



House Bill 1560 is an i m p e d w  action br this Assembly. Over 3,000 Pennsylvanians face the specter 
of unemployment and failed businesses if this Blil la not passed, and the great efforts thb stnt~ has 
made to bee nettdnel W r  in renewable enegy wil b negated. The amt of ihis Bill was alweys 
modest, but as recently amended, it la a net neutrei. 

Pennsylvanians, Uke the mslority of AmeriGans ovemhelmhgly support continued growth of the solar 
seobW as part of our long tsnn enefgysolution '. Please bring 1580 to an aflirmaUve Commltltle wta 

immediately. 

Thank you 

Andrew d m a n  
215 431 0585 (cell) 



RBI580 war htmdaced on OEdDbtv 3,2011 by Rep Chris Rag. WM now hdub 109 cmponmm aa of 
Novembal0,2011. T M a b m d o a n o t ~ ~ t k o v m r U B d o r ~ r a q v i m r d b m ~ s ~ ~ ~  
~dkccurcnfprdClcnrw38fhe.drrrrrcaiuccncgy~narLctfm~,mrsEurlly~fdtoassdm 

c d i h  CSRECs). 

SUMMARY OF TEE PROBLEM 

The solar indushy and its a w t o m e ~ ~  are ammtly experiencing a dramatic drop in the price of solar credits due 
to the lack of market d d  fir the the. Because of thc nmasive oversupply of solar credits compared to 
the vay d qukment, the ondit value bs hopped over 90% m about nine months 6um over 9300lSREC 
to unrler $3OISREC. This situation is getting wont- and it is not ping to impnnre fbr the next fkw yearn 
baoausethcmunbcrofsolardits~marsrecluindtornachaaebvlaw iscvrrentl~scttmlowfbrthe 
mmba of pjscta in opemtion and those being planned h a comeqkrn, then is &u@ no market t51 
Penwwlvania's solar altsrnative en- credits which means the solar projects, as well ae tha ovcwll s o k  
wo&rce bas come to a &&ill, either causing muwive ish& closing down of businesees, or 
rebcatingbusiisses sad jobs out of Pamylvmia 

As of Novemba 7.201 1. Pennsylvania has 120 MW of solar PV capdy, with an additional38 MW of PV 
capacity imtded out of state w&&ml in the PA Ahnative E I I ~ I ~  ~ortfolio S M  (AEPS) program 
Below shows a graph of the current solar share req- between nporthg yeam (RY) 2009 and 2012, 
compared to thts&&2s that have been generated and rspo~d into GATS h m  t h e  solar PV sykms so 6u. 

Figure 1. Reported SRECs VE Solar Share Raquh;emmt 



As csn be wen in F i  1, the recent expbsion of imtded solar W system have been genaating and 
reportiq a substantid ovasupply of SRECa into GATS, consequently nsulting in the phunmting of SREC 
p&a. The figure ale0 clearly ilhhatcs that this oversupply will remain for well into the &ture, ifthis problem 
i s m t d  Evolifnomom~solarsystems~~~~rwahtheAEPS~~itcanbeea?imatedbythe 
end of RY2012 (May 31,2012) there will be at least three timea more SRECs reporting into OATS than w W  is 
= W M  

Bep-h ClIriB ROM's En1580 dOQ two thinpl: 

1. Provides fix a mud djwmnt to the solar rsquirnacat in the years 2012-2013 through2014-2015 so the 
mirement more closely mstcheg the mwth in solar demmnd with the msrlet The Ross leeislationwill 

2. pmmylvania %borders" are currently opm to out-~Estate projects. Thie is contnWi  to the ia5ux of 
projects h m  other states. Pennsylvania is the only state that .accepts solar lraafits h m  any of the other 13 
P J I ~  states. Ohio also has open borders, but it is v&y limited ~eksylvania mepayera a i  oumntly 
supporting these out-of-state projects. The Ross legislation closes this loophole. 

A s h ' b e d a k , v q ~ b i U i s i a t s n d e d t o h o P , ~ t h e s o l a r s h a r c ~ n t r e ~ ~ t o t h e e a i s t i a g  
market of solar W installatiws in Pennsylvania This conactiDn will allow for new solar micas. d those 

I n t h i s b ~ ~ h s l a r ~ h a s ~ t o i n m e a s c t h s 9 o l a r a h a r e n q u i r e ~ n t o n l y  forlhemmthrec 
years, but h continue with the existing solar ahare xmphmt  theafbx. The following table 
shorn the existing and proposed solar share requirement pemntagcs atartiag at 2010: 

Table 1. Cmmt and R q m d  Sd- Rmpimnmt Psanb&m 



Although HB1580 ploposar a sok B h s n r a p k ~ ~ U  incrraee for only three years, thie adydi extends out 
&n ~ndtaroyearsbccsusetisassPmed~SRBC~mgwiUtalre~longtonschsrtady~ 
maningthattheavusgeSRECprioewiUbstheeameby2018ngardlessw~HB1580paes~or~t. 

Table 2 bebw show ek yeare ofthe esthnahd amat solar shere recruirement in SRECs fbr RY2013 thmunh 
RY2018, so well as tbr th;: proposed HB1580 mxmrio. The mlar &ment pacrmtages are multipliG Gthe 
fi~totalrctaileWcBalssinPenneyIv~w~arebasedonbPAWC~EI.mfcP~ 

Table 2. Current and Proposed Sobu Share Raquirement Percatage8 and SRKa 

Table 3 rqeats the SREC requirement in both Scenarios, which are d i p l i e d  by the assumsd SREC prims to 
come up with the total coats, thus yielding tbe estimated total iaereaecd cost to ratepayas for IIB1580. 

Table 3. Total Inueman$ll Costs of HB1580 

The assumed SREC prices fbr the the currentsolar &ace scenario (without the passage of HB1580) are based what 
the ovasupplied umrkct is reflecting today. Based on fkdbeok h m  several SREC agpegatorn d other solar 
p & ~ m n a l s ,  M well a8 h m  SREC Trade Ovww.srectrade.com), F W  E x c h g c  (www.flettmche.com), 
and very recent average weighted PA SREC prices in OATS, it is asgamed 63r this anal* the average SREC 
price is $50 for the hrst thme years, thm slowly pea up to $85 by 2018. Most of thasc soun?es iudica& the 
cumnt SRBC paicG is down mud $10 to $40, where GATS show an average weighted price of over $95. 



Howsvu, SRECs are not selling dght now, aa SREC sellers ere holding out towards tk end of the reporting 
year waitiag fir her ~~; so it is assumed tk priw will pubably spike a bi AE the current mlm share - - . - 
r # l u ~ - i n i c r c a s a r ~ t h e a ~ d f e w ~ a n d r h e o ~ ~ ~ s . ~ i s e s c l u m e d t h e a v ~ e ~ ~ ~ ~  
price win climb a bit mre, assumin& to $85 by 2018. 

' thcsvaageSRECpricebessumsdtobe$190inRYZ013,dbnrpectadto In the pmposed HI31580 scenario, 
contimtoas~mOptoS85byRY2O18,totheeamspriwasmthc~tsolarshanscsnsriO. AlthoughSREC 
prices in PA have been mwh higher in the pest, there ie strong sgretment amongst many solar profissionale 
that the day of the higha priced SREC is over. Tbe passsge of HB1580 will m eExt bring tha sohr Bhare 
mqu&mmt much closer to the SREC supply, w m l y  t l y i n g  the SREC price at Lmy. kI aa solar 
inetallation coats m n t d  to drop, m wiU the average SREK! prices, tkdore they decline thereafter for tbis 
analysis. 

Table 4 the cast impacts &om HB1580 to the mtepayer in the fimn of an electric bill h w s e .  AE esn be 
sea, the rmLlcntisl bill onhr increases less than 14 cmta rrcr month on a m e  over the five vcsn, audwcd or 
~sar & h d f a j m q  &, a d  d e r  $2 a month fir &nnnercial custom& with an & d - e k m i c  
usage of 150,000 k w .  

Table 4. Iaenased Coeta in Ratepayer Elect& Bilh 

The unitary cost ($/kwh) is calculated by dividing the total i n c r e m  cost by the t d  elect& saks h PA; 
this is then multiplied by tha average midentid household electric usage in Pennsylvania, that being 10,716 
k W p  (basal on PA PUC report Ebdrio Powa Outlook fbr P q l v a n i a  2010 - 2015 (Jdy2011)). The. 
commercial customer exsmple represmts an asgumcd d to medium sized c u ~ i a l  cwbma. It is worth 
noting that thcse are pratar coats, so fi~profit wmmemiaI and industrialaurt~mgs wil l  pay much l a  than 
these estimates basad on their effedive tax we (ETR). 


