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Comments of the PJM Power Providers Group (P3) on Pennsylvania House 81111699 

Reprdlnc Pollution Control Response to Demand Response Generators 

Before the Pennsvlvania House Environmental Resources & Enem committee 

November 15. 2013 

The PJM Power Providers Group ("P3") respectfully submits these comments in support of 
Pennsyivania House Bill 1699 to the Pennsylvania Environmental Resources & Energy 
Committee for its consideration in advance of the hearing on the bill on Wednesday, November 
20,2013. 

P3 is a nonprofit corporation dedicated to promoting policies that will allow the PJM 
Interconnection L.L.C. ("PJM'') region to fulfill the promise of its competitive wholesale 
electricity markets. Combined, P3 members own over 87,000 megawatts of power generation, 
own over 51,000 miles of transmission lines, serve nearly 12.2 million customers and employ 
over 55,000 people in the PJM region. 1 

P3 has been an active participant in the Environmental Protection Agency ("EPA") rule 
proceeding regarding National Emission Standards for Hazardous Air Pollutants for 
Reciprocating Internal Combustion Engines; New Source Performance Standards for Stationary 
Internal Combustion_ Engines ("RICE NESHAP"). These units include certain types of electrical 
generation facilities, like diesel engines, typically used for backup, emergency or supplemental 
power. They are often located behind the meter ("BTM''). 

In 2010, EPA promulgated RICE NESHAP regulations which. among other things, limited the 
participation of uncontrolled diesel generators in Demand Response ("DR") programs to 15 hours per 
year. After several complaints from certain parties seeking additional exempted hours, EPA issued a 
Proposed Rule allowing greater exemptions for these units. P3 expressed several concerns 
regarding the increased exemptions by submitting written comments to EPA on February 2, 
2012, oral testimony before the EPA during the July 10, 2012 hearing in Washington, D.C., and 
additional written comments on August 9, 2012. 2 

1 The CODDDents contained herein represent the position of P3 as an organization, but not necessarily the views of 
any particular member with respect to any issue. For more information on P3, visit www.p3lJourgrouiz.com 

2 National Emission Standards for Hazardous Air Pollutants for Reciprocating Intcmal Combustion Engines; New 
Source Performance Standards for Stationary Internal Combustion Engines, Proposed Rule, EPA Docket No. EPA
HQ-OAR-2008-0708. 
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On January 1, 2013, EPA issued a Final NESHAP RICE Rule that allows these behind the 

meter diesel units to run for 100 hours if part of an emergency demand response program.3 Fifty 
(50) of these 100 hours can now be operated pursuant to a "For-Profit Exemption" that would 
exempt a BTM unit from emissions restrictions if it supplies power for up to 50 hours per 
calendar year in non-emergency situations as part of a for-profit fmancial arrangement with 
another entity if certain stated conditions are met. The rule change allows these diesel units to 
compete in PJM's limited demand response programs against other resources that do not enjoy a 
similar exemption. 4 

P3 acknowledges that DR has an important role in providing energy-related services in the 
electricity markets. However, P3 has been consistent in its position that DR, especially BTM 
units, as with any other energy-related service or source of generation. should not receive 
preferential treatment in the offering of its services into the wholesale energy or capacity 
markets. 

HB 1699 Helps to Correct a Discriminatory Preference 

EPA's 100-hour exemption for non-emergency generator units canies with it significant 
policy, environmental and practical concerns, including the fact that such an exemption amounts 
to an unjustified preference for BTM generators that is not equally available for generating units 
located "in front of the meter," which are obligated to meet all federal and state air regulations. 
Furthermore, the exemption results in both direct and indirect adverse environmental impacts. 

Notably, these BTM units, contrary to EPA's findings, are not needed for reliability 
purposes. As PJM President and CEO Terry Boston indicated in his November 11, 20131etter to 
Representative Ross, ''PJM does not anticipate the emergence of system reliability issues, should 
HB 1699 become law."5 Moreover, PJM's Independent Market Monitor ("IMM") objected to 
EPA's proposed increased exemption(s) of RICE units throughout the EPA's rule-making 
proceeding explaining "that it was not required for participation by demand side resources in the 
PJM markets nor for reliability.'.li 

3 The applicable RICE units must use ultta low sulfur diesel fuel (ULSD). Otherwise, a 15-hour exception applies. 
Emergency demand response programs include Demand Resources in RPM. 

4 National Emission Standards for Hazardous Air Pollutants for Reciprocating Internal Combustion Engines; New 
Source Performance Standards for Stationary Internal Combustion Engines, Final Rule, EPA Docket No. EPA-HQ
OAR-2008-0708, 78 Fed. Reg. 6674 (January 30, 2013) ("F'mal NESHAP RICE Rule"). 

~ Letter from Terry Boston, President and CEO, PJM Interconnection, L.L.C, to the Honorable Chris Ross, 
November 11, 2013, pg. 1. 

6 2013 Quarterly State of the Market Report forPJM (January through June), August IS, 2013, p. 170, citing See 
Comments of the Independent Market Monitor for PJM, Doc.ket No. BPA-HQ-OAR-2008-0708 (August 9, 2012); In 
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P3 is especially concerned with bow the increased exemption confers a discriminatory 

preference upon traditional generation and renewable sources. Waiving environmental 
regulations for certain generating resources within PJM is discriminatory and will result in 
further environmental harm. The fact that these DR units, but not other sources of generation, 
would receive such an extensive exemption from environmental regulations amounts to a 
discriminatory preference in favor of these resources. 

House Billl699 attempts to level the playing field with these resources that compete with 
traditional resources in PJM's capacity markets by imposing reasonable compliance and 
reporting requirements for non-emergency generator units that participate in PJM's DR markets. 
Therefore, HB 1699 attempts to correct this discriminatory preference problem created by the 
EPA regulation. 

A Large ~ority of Backup Generation in PJM is Diesel-Fired 

Reliance on BTM generators in the market is additionally concerning because the large 
majority of these units are diesel-fired generators. Recently, PJM reported that 21% of 
emergency DR is meeting its obligations with backup generation and 88% of the generators 
participating in PJM's emergency demand response programs are diesel frred.7 Because these 
resources are environmentally unfriendly, are poorly controlled and typically operate on days 
with poor meteorological atmospheric dispersion characteristics, such a preference can be 
expected to have adverse environmental impacts or exacerbate exiting air quality conditions. 
The proliferation of BTM diesel-fired generation could displace or retard new, environmentally 
friendly types of generation. Allowing a significant exemption for backup generation units, 
which allegedly operate as traditional DR resources, but in actuality, directly compete with other 
generation resources in the same capacity market, amounts to a preferential treatment not 
otherwise recognized by federal or state rules or law. The exemption these units receive displace 
both traditional and renewable supply resources, even though those same diesel units tend to 
exhibit far higher air emission rates. 

the Matter of EnerNOC, Inc., et al., Conunents of the Independent Market Monitor for PlM, Docket No. EPA-HQ
OGC-2011-1030 (February 16, 2012). 

7 PlM 2013 Demand Response Operations Markets Activity Report: October (October 15, 2013), available at 

http://www .pjm.com/-/medialmarkets~psldsrll013-dsr-activity-repon-20 13101 S.asmt. 
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In conclusion, P3 supports HB 1699 and urges the Committee to approve it without 

amendment. HB 1699 is an appropriate state response to an illogical federal regulation that 
places different environmental requirements on generators in front of the meter versus behind the 
meter- despite the fact that both types of resources are competing to serve consumers in the 
same regional electricity market. HB 1699levels the playing field and is good public policy. 
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