SENATE ANVENDED
PRI OR PRI NTER S NOS. 2842, 2956, 3076 PRINTER S NO. 3172

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2099 =%

| NTRODUCED BY SWEET, RYAN, J. L. WRI GHT, MANDERI NG
R C WRIGHI, FREIND, M CHLOVIC, D. R WRI GHT, ARTY,
L. EE SMTH, BURNS, BELFANTI, EVANS, DALEY, FLICK, KGOSI NSKI
GANNCN, DURHAM Pl EVSKY, WACHOB, SAURMAN, HOEFFEL, KLI NGAMAN
OLASZ, CARN, BURD, HALUSKA, WLLIAVS, RICHARDSON AND | RVI S,
APRI L 30, 1984

SENATOR BELL, CONSUMER PROTECTI ON AND PROFESSI ONAL LI CENSURE
I N SENATE, AS AMENDED, JUNE 13, 1984
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AN ACT
Amending Title 66 (Public Uilities) of the Pennsylvania

Consol idated Statutes, providing for industrial cogeneration
and snmal | power production.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Part Il of Title 66 of the Pennsyl vania
Consolidated Statutes is anmended by adding a chapter to read:
PART 11
OTHER PROVI SI ONS
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[ (Reserved)]
CHAPTER 51
PONER COGENERATI ON

Sec.
5101. Short title of chapter.
5102. Definitions.
5103. Interconnection contracts.
5104. Status of qualifying facility.
5105. Rate for purchase of energy.
5106. Rate for purchases of energy and capacity.
5107. Backup, mai ntenance and suppl ementary power.
5108. Dat a.
5109. Authority of comm ssion.
§ 5101. Short title of chapter.

This chapter shall be known and nay be cited as the
Cogeneration, Small Power Production and Jobs Devel opnent Act.

§ 5102. Definitions.

(a) In general.--The follow ng words and phrases when used
in this chapter shall have the neanings given to themin this
section unless the context clearly indicates otherw se:

"Conmi ssion.” The Pennsylvania Public Utility Conm ssion.

"Electric utility" or "utility.” A public utility, as
defined in section 102 (relating to definitions), which is
produci ng, generating, transmtting, distributing or furnishing
el ectricity for the production of |ight, heat or power to or for
the public for conpensation, other than electricity solely from
a qualifying facility, NOT FOUND BY THE COVM SSI ON TO BE ENGAGED
I N PUBLI C UTILITY SERVI CE UNDER SECTI ON 5104 ( RELATI NG TO STATUS
OF QUALI FYI NG FACI LI TY).

(b) In relation to Federal |aw --Unless the context clearly

19840H2099B3172 - 2 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

i ndi cates otherwi se, the definitions given in the Public UWility
Regul atory Policies Act of 1978 (PURPA) (16 U . S.C. 88 796 and
824a-3) and the definitions given in 18 CFR Part 292 shall apply
to this chapter

§ 5103. Interconnection contracts.

(a) Requirenment for interconnection.--At the request of the
owner or operator of any qualifying facility, the utility in
whose service territory the qualifying facility is located or to
whi ch delivery of the qualifying facility's energy is made,
shall interconnect its facilities with the qualifying facility
and enter into a contract requiring the utility to purchase and
pay for all of the electric energy, or electric energy and
capacity, which is produced and offered for sale by the
qualifying facility at a price which is equivalent to the
avoi ded costs of the utility as defined in sections 5105
(relating to rate for purchase of energy) and 5106 (relating to
rates for purchases of energy and capacity). Such a contract
may, at the option of the qualifying facility, be on a year-to-
year basis, or for a termof years up to ten years or a nmutually
agreed term whichever is longer. The qualifying facility may
el ect to purchase all or any portion of its requirenents of
el ectric service fromthe utility in whose service territory the
qualifying facility is located while sinmultaneously selling al
or sone portion of the electric power output of the qualifying
facility. Nothing in this chapter shall be construed to preclude
the qualifying facility AND THE UTILITY fromentering into a <—
contract wth—theutitity for the purchase of energy or energy <—
and capacity fromthe qualifying facility at a rate or under
terms which differ fromthe avoided costs of the utility.

(b) Costs of interconnection.--Any costs incurred by the
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utility to interconnect with the qualifying facility shall be
payabl e by the qualifying facility in a one-tinme paynent or, IF <—
MJUTUALLY AGREED UPON BY THE UTI LI TY AND THE QUALI FYI NG FACI LI TY,
over a period of years, as determ ned by the conm ssion by
regul ation, to the extent that such costs are in addition to the
costs of interconnection facilities required to serve the
qualifying facility as a custoner.
§ 5104. Status of qualifying facility.

A qualifying facility is a cogeneration facility or a snal
power producer which neets the criteria contained in 18 CFR Part
202. Such qualifying facility, I NSOFAR AS | T MAKES SALES TO AN <—
ELECTRI C UTI LI TY OR USES ENERGY | TSELF, shall not be subject to
control or regulation by the conmm ssion, except as provided in
this chapter, as provided in comm ssion regulations at 52 Pa.
Code 8§ 57.31 et seq., or as required by Federal |aw #nsefar—as <—
H—Aekes—salesto—aneleectrie—ut-H-ty oruses—energy—t+tsebt— | f
such qualifying facility makes sal es of energy, energy and
capacity or thermal energy to any nonutility custonmer, OTHER <—
THAN A RURAL ELECTRI C COOPERATI VE AS DESI GNATED | N SECTI ON 102
"PUBLI C UTILITY" (2)(I1) (RELATING TO DEFIN TIONS), the
commi ssion shall determne, by rule for class of cases or on a
case- by-case basis, whether such sales constitute public utility
service subjecting the qualifying facility to comm ssion
jurisdiction under this title.
8§ 5105. Rate for purchase of energy.

The rate paid by an electric utility for energy purchased
froma qualifying facility shall equal the avoided costs for
energy and may consi der the highest cost sources of energy
pur chased or produced by the utility for each hour of the year.

Cal cul ation of the highest cost sources of energy produced by
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the utility shalkh MAY include the cost of fuel, variable
operating and nai nt enance costs and any ot her variable costs
associated with that generation. The avoi ded energy costs may
al so take into account the avoidance of |line | osses as well as
differences in utility energy costs between peak and nonpeak
peri ods.

8§ 5106. Rate for purchases of energy and capacity.

(a) GCeneral rule.--The rate paid by an electric utility for
energy and capacity purchased froma qualifying facility shal
equal the avoided costs of the utility for energy and capacity.
The cal cul ati on of avoi ded energy and capacity costs shal
consider all of the follow ng factors:

(1) The anticipated reliability of the qualifying
facility in conparison to the reliability of other generating
units supplying electricity to the utility.

(2) The anticipated availability of the electricity
provi ded by the qualifying facility during on-peak as well as
of f - peak peri ods.

(3) The termof the contract.

(4) The amount of advance notice that the utility
receives that the qualifying facility will be com ng on line.

(5) The estimated future costs to the utility of
constructing or purchasing capacity.

(6) The ability of the qualifying facility to schedul e
mai nt enance during seasonal off-peak periods of the utility
system

(7) The ability of the utility to include the energy and
capacity fromthe qualifying facility in its system dispatch

(8) The degree to which the capacity nade avail abl e by

the qualifying facility enables the utility to nmeet power
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pool capacity requirenents.

(9) The degree to which the availability of energy and
capacity fromthe qualifying facility enables the utility to
sell or nake available for sale all or portions of its
pl anned capacity additions.

(10) The operating, maintenance, and ot her expenses, as
wel |l as capital additions, associated with the construction
or purchase of planned capacity additions.

(11) The factors included in section 5105 (relating to
rate for purchase of energy).

(12) The cost of energy and expected capacity factor
associated with any planned capacity addition.

(b) Capacity value.--1n addition to the factors cited in
subsection (a), the calculation of the avoi ded cost val ue of
energy and capacity for any qualifying facility which can be
reasonably expected to neet all reasonabl e standards of
avai lability and reliability established by the comm ssion and <—
shall be as prescribed by the conm ssion by regulation or on a
case- by-case basis: Provided, That the qualifying facility
enters into a contract in which it can be assessed penalties
established by the commssion if it falls bel ow standards as set
forth in regulations promnul gated by the conmm ssion.

(c) Levelized rate.--At the option of the qualifying
facility, the rate set under this section for energy and
capacity may be set at a |evelized value such that the rate paid
in the early years of a contract is higher than the avoi ded cost
during those years so long as the present value of all rates
paid over the termof the contract is no greater than the
present value of the total avoided costs of the utility.

8§ 5107. Backup, mmintenance and suppl enentary power.
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Each electric utility shall make available to each qualifying
facility backup power, nmintenance power and suppl enmentary power
on a firm(noninterruptible) basis, as well as on an
interruptible basis, at rates and under ternms and conditions
whi ch hel p achi eve the purpose of this chapter, are just and
reasonabl e and whi ch do not discrimnate against qualifying
facilities and which are based upon the cost of providing
service to the qualifying facility. The comm ssion shall, upon
the filing of a petition by a qualifying facility or utility so
requesting, establish reasonable rates for backup power and
mai nt enance power, and in such case the conmi ssion will take
into account the qualifying facility's anticipated availability
and reliability and shall not assune that forced outages wl|
occur simultaneously anong qualifying facilities or during
syst em peaks.

§ 5108. Dat a.

The electric utility and the qualifying facility shall make
avai | abl e upon request by the other whatever data may be
reasonably necessary in order to inplenent this chapter. THE
COW SSI ON MAY ALSO REQUI RE UTI LI TIES TO DEVELOP AND FI LE POLI CY
STATEMENTS FOR THE WHEELI NG OF PONER FROM A QUALI FYI NG FACI LI TY
TO ANY OTHER UTILITY I N THE COUWONVEALTH TO WHI CH WHEELI NG | S
PHYSI CALLY POSSI BLE. SUCH POLI CY STATEMENTS SHALL APPLY WHEN THE
VWHEELI NG UTI LI TI ES AND QUALI FYI NG FACI LI TY AGREE TO WHEELI NG OR
VWHEN THE UTILITY IS REQUI RED TO WVHEEL PONER UNDER FEDERAL LAW
§ 5109. Authority of conmi ssion.

The comm ssion shall, after notice and opportunity for
heari ng, take whatever steps nay be necessary to inplenment this
chapter, including, but not limted to, the pronul gati on of

rul es and regul ations. Wthin nine nonths fromthe date of
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enactnent of this chapter, the comm ssion shall promul gate
anmended regul ati ons which inplenment the provisions of this
chapter. Prior to issuance of such anended regul ati ons, the

exi sting conm ssion regulations at 52 Pa. Code 8§ 57.31-57.39

shal |l be in effect—Fhe—econmssionray—alserequireutititiestoeo <—
develop—and Hle—standards—and—+ratestor—the—wheeltng—ot—power <—

reguired—to—wheel—power—under—Federal—taw— UNLESS HERETOFORE <—
OTHERW SE ORDERED BY THE COWM SSION. Any qualifying facility or

electric utility may petition the conm ssion to resol ve
controversies and for other appropriate relief under this
chapter and the conmm ssion shall resolve any such petition
within 120 days. Any qualifying facility or electric utility may
petition the comm ssion for approval of a contract between them
Wthin a period of 60 days of receipt of the petition, which
period nmay be extended an additional 60 days as the com ssion
deens necessary, such approval shall be granted if the contract
is found to be in the public interest and the rates set forth in
the contract are found to be just and reasonable. |F SUCH <—
APPROVAL |'S GRANTED, PAYMENT BY AN ELECTRIC UTILITY TO A
QUALI FYI NG FACI LI TY SHALL BE AFFORDED APPRCPRI ATE TREATMENT BY
THE COW SSI ON TO ASSURE FULL AND EXPEDI ENT RECOVERY | N RATES
CHARGED BY THE UTI LI TY WH CH ARE SUBJECT TO THE COWM SSI ON' S
JURI SDI CTI ON.

Section 2. The provisions of this act are severable. If any
provision of this act or its application to any person or

circunstance is held invalid, the invalidity shall not affect
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1 other provisions or applications of this act which can be given
2 effect without the invalid provision or application.

3 Section 3. This act shall take effect imediately.
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