Delaware Sustainable Energy Utility Oversight Board
Executive Committee Meeting
Room 219, Trabant Center, University of Delaware, Newark
9:00 am, May 9, 2009

ATTENDANCE

Executive Committee Members

Sharron Cirillo, Public Accountant

Collin O’Mara, Secretary, Department of Natural Resources and Environmental Control
John Byrne, Center for Energy and Environmental Policy, Co-Chair

Senator Harris McDowell, Co-Chair

Board Staff
Frank Murphy, Attorney to the Board (called in)
Sean Finnigan, Delaware State Senate

Scribes
Anne Smart, Center for Energy and Environmental Policy
Cara Lampton, Center for Energy and Environmental Policy

Members of the Public

Casey Grabowski, TetraTech

Pat Todd, League of Women Voters

Brian Yerger, AERCA

Tom Noyes, Delaware Environmental Summit Organizing Committee
Mike Kretzger, Sol Sage Energy

Branch Heller

Brian Kramer, League of Women Voters

Scott Bradley, Bestfield Homes/Home Builders Association of Delaware
John Flaherty

Alan Muller, Green Delaware

Carol Overland, Legalectric.org

. Welcome and New Business

Dr. Byrne began the meeting with an explanation of its purpose: to discuss the role of the
SEU as an aggregator in the SREC market. A handout was distributed detailing a
preliminary analysis by the SEU Contract Administrator (CA) which indicates the SREC
market could be saturated quickly due to several upcoming large projects in the state.
This could hinder the ability of residents and businesses to become investors in
renewable energy if in-state SREC demand is materially reduced. The CA has
recommended that the SEU address the need to maintain a reasonable Delaware SREC
price. Dr. Byrne suggested that the SEU could employ its responsibility to aggregate
SRECs in order to ensure a stable SREC market in Delaware.



To elaborate, Dr. Byrne provided a handout with calculations of the impact of 15 MW of
PV projects on the near-term SREC market, which is a possible scenario based on current
demand and proposed projects in the state. This evaluation indicates that there could be
an oversupply of SRECs through 2015, which would limit the ability of residents and
businesses to sell SRECs in the state.

Dr. Byrne proposed that a portion of the SRECs for larger projects could be assigned to
the SEU and then banked and sold three-five years later when the RPS ramps up utility
demand. This would preserve the opportunity for residents and businesses to sell SRECs
over the next three-five years at a reasonable price. Another option would be for the SEU
to aggregate and sell SRECs into the Pennsylvania compliance market.

This issue must be addressed in a timely manner because the City of Dover is about to
announce a large solar project that could potentially flood the SREC market in the future.

Secretary O’Mara agreed that near-term action is likely to be needed, and he also
suggested that there may need to be a longer-term conversation.

Dr. Byrne asked for permission for the SEU co-chairs to communicate with the City of
Dover regarding the possibility for the SEU to aggregate a percentage of the project’s
SREC:s for sale at a later date to Delmarva Power or other buyers.

The Executive Committee agreed that the co-chairs can communicate with the City of
Dover on the subject.

Dr. Byrne said that the size and financing of the project needs the SEU to be involved.

Secretary O’Mara asked about SRECs on the market right now. Dr. Byrne noted that Mr.
Nigro in his letter indicated that 22 cents/kWh are the regional price for SRECs and those
from Delaware are currently sold mainly to Pennsylvania.

1. Additional New Business

Secretary O’Mara presented a recent version of the McKinsey curve and suggested that
the SEU package projects in a similar way so that it follows a “loading order” that gives
priority to the most cost effective energy efficiency projects. Dr. Byrne stated that such
an exercise was completed for the University of Delaware Carbon Footprint Study. He
also noted that Dr. Arthur Rosenfeld, not the McKinsey consulting firm, should be
credited with creation of the curve concept.

Senator McDowell stated that a mandatory audit for renewable energy projects might
help.



Dr. Byrne recommended that an SEU program is designed in which renewable energy
projects are bundled with an efficiency effort because this would lead to greater savings
for the home or business. The SEU Executive Committee agreed to explore this idea.

I11. Public Comment

Tom Noyes asked if Dover was interested in the SEU. Dr. Byrne reported that Dover is
interested in using the SEU model during the early stages of this project.

There was concern that given the array of state, federal, and international agreements to
bolster renewable energy investments, the SEU may face significant financial risk
attempting to sell SRECs in the future. Dr. Byrne stated that the SRECs held by the SEU
would depend upon there being a parallel contract with Delaware Power or another buyer
to buy the credits at a later date. The SEU would not participate in SREC speculation;
instead, the SEU would create a long-term contractual relationship to sell SRECs for
compliance.

Carol Overland stated that there appears to have been decreasing demand for energy in
the state. Some commenters posited that it was due to the state of the economy. Senator
McDowell and Secretary O’Mara suggested that in addition to the effects of the
economic downturn, this decrease also could be in part due to proactive efforts to
increase energy efficiency and energy conservation.

Alan Muller asked if the SEU Board was proposing to slow down the Dover project. Dr.
Byrne stated that the intent is to make the project serve the public purpose and saturating
the SREC market would not best serve the public. He noted that the Board has no
interest in slowing down the project. Rather, its mandate is to encourage projects, which
requires that a healthy SREC market is operating.

Motion to adjourn passed unanimously at 11:44 am.
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SREC “generators.” Using this approach, the SEU would not interfere with existing
buyer/seller contracts, but would afford new participants easier access to the market. To
encourage small system investments, the SEU could include a minimum floor price or
fixed, up-front payments to acquire SRECs.

One immediate concern is that a single large PV project would cause an oversupply of
SRECs, which would adversely impact the economics of PV systems by depressing
SREC prices for in-state compliance in the short run. Using the SEU as an aggregator
could help to mitigate this risk. The SEU could purchase “excess” SRECs and sell them
in the regional market in the near term, but maintain the ability to sell them into the
Delaware market when they are needed in later years. This could be accomplished
through contracts with the major purchasers for future SRECs.

We expect to address implementation details as we move forward with our analysis of the
SREC market, but we believe that the SEU can play an important role in the local and
regional SREC markets.

If you have any questions, please feel free to contact me.

Sincerely,

7%4.//@@
Ralph M. Nigro, PE

Vice President
Applied Energy Group, Inc.

cc: S. Finnegan
F. Murphy



