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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 962 %%

| NTRODUCED BY FERLO, KUKOVI CH, COSTA, TARTAGLI ONE AND MJSTOQ,
NOVEMBER 24, 2003

REFERRED TO CONSUMER PROTECTI ON AND PROFESSI ONAL LI CENSURE
NOVEMBER 24, 2003

AN ACT

1 Anending Title 66 (Public Utilities) of the Pennsyl vania

2 Consol idated Statutes, requiring the Pennsyl vania Public

3 Uility Comm ssion to establish a market-based cl ean energy
4 portfolio standard to apply to all retail electricity

5 products sold in this Commonweal th; requiring energy

6 suppliers to report to the conmm ssion on the conpliance of

7 certain products with the clean energy portfolio standard and
8 t he paynent of a certain conpliance fee under certain

9 ci rcunst ances; establishing a Cean Energy Fund for certain
10 pur poses; authorizing the paynent of certain grants fromthe
11 fund; providing for the creation and use of certain clean

12 energy credits; requiring the conmm ssion to establish a

13 certain clean energy trading systemand to devel op and

14 mai ntain a certain clearinghouse for certain purposes;

15 providing for the creation, uses, transfer and duration of
16 cl ean energy credits; requiring the conm ssion to adopt

17 certain regulations; and further providing for definitions
18 and for energy regul ation.

19 The General Assenbly of the Conmonweal th of Pennsyl vani a
20 hereby enacts as follows:

21 Section 1. Section 2802 of Title 66 of the Pennsylvani a
22 Consolidated Statutes is anmended by addi ng paragraphs to read:
23 § 2802. Declaration of policy.

24 The CGeneral Assenbly finds and declares as foll ows:

25 * x *
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(22) A diverse enerqgy supply will | ower energy costs and

make this Commonweal th | ess dependent on power generati on

sources that require nonrenewable fuels which are subject to

depl eti on, which increase in cost over tine and whi ch cause

this Commonwealth to be reliant on i nports.

(23) The Commpbnweal th becones nobre secure as we reduce

our reliance on centralized energy technol ogi es.

(24) A narket-based cl ean energy portfolio standard has

the potential to reduce natural gas costs by reduci ng denmand

f or peaki ng power from gas-fired generators.

(25) The cost of renewabl e energy technol ogi es decr eases

over tinme, as the cost of nonrenewable fuels |ike natural gas

is increasing and is subject to price fluctuation.

(26) Decreased reliance on conbustion of fossil fuels

will inmprove the health of residents of this Commbpnweal th as

well as the | ocal and gl obal environnent.

Section 2. Section 2803 of Title 66 is amended by addi ng
definitions to read:
§ 2803. Definitions.

The foll ow 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:

* * %

"Clean energy credit" or "CEC." A credit equal to 100

kil owatt hours of retail electricity in this Conmmonweal th that

is derived fromcl ean energy resources or through the use of a

generati on offset technol ogy.

"Clean energy portfolio standard." The percentage of the

electricity in each retail electricity product in this

Commpnweal th that nust be derived froma clean enerqy resource
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1 wunder section 2806.1 (relating to clean energy portfolio

2 standard).

3 "Clean enerqgy resource.” Electricity produced through one of
4 the follow ng sources:

5 (1) wnd;

6 (2) solar;

7 (3) geot hermal ;

8 (4) ocean, including energy fromwaves, tides, currents
9 and therrmal differences;

10 (5) conbustion of nethane fromthe anaerobic digestion
11 or organic materials fromyard waste (grass clippings and

12 | eaves) or food wastes;

13 (6) conbustion of nethane fromthe anaerobic digestion
14 of animal wastes, provided that the digester has a naneplate
15 capacity of no nore than 150 kilowatts and that the ani nal
16 wast e processed does not originate froma confined ani nal

17 feeding operation or an aninal feeding operation established
18 after January 1, 2003;

19 (7) conbustion of landfill gas which has been filtered
20 to renove hal ogenated contani nants and nercury and where
21 t hese contanm nants are filtered into a solid nmedium not
22 destined for thernmal treatnent or incineration; or
23 (8) eligible fuel cells.

24 The term does not include nucl ear enerqgy, enerqgy from conbusti on

25 of any solid fuel or energy produced fromcoal, natural gas,

26 coal -bed nethane, oil, propane or any other fossil fuel or

27 fossil fuel waste product.

28 * * %

29 "Eligible fuel cells." Electricity produced fromfuel cells

30 wusing hydrogen as a fuel. The hydrogen nust be obtai ned from
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water or froma mcrobial process which does not rel ease

gr eenhouse gases. Any electricity or other energy source used to

obtain the hydrogen nust be derived froma cl ean enerqy

resource. The term excl udes hydrogen produced from nucl ear

t echnol ogi es or obtained fromfossil fuels or any other carbon-

based f uel

* * %

"Fund." The O ean Energy Fund established in section

2806.1(i) (relating to clean energy portfolio standard).

"CGCeneration offset technology.”" Any clean energy resource

that reduces the denmand for electricity at a site where a

cust oner consunes electricity. Exanples include solar water

heati ng and geot hermal heat punps.

"Net energy netering custoner." A retail electric custoner

that owns and operates a solar or wind el ectrical generating

facility that is |ocated on the custoner's prem ses and i s

intended primarily to offset all or part of the customer's own

electricity requirenents.

"Net energy netering." The difference between the

electricity that is supplied to a net energy netering custoner

and the electricity that is generated by that custoner over an

annual i zed period as deternm ned by a neter which is allowed to

run backwar ds.

* * %

"Retail electricity product." Electricity sold to a retai

electric custonmer. The termincludes electricity generated by a

net enerqy netering custoner, whether the electricity is used

onsite or is sold on the grid.

* * %

Section 3. Title 66 is anended by adding a section to read:
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8§ 2806.1. dean enerqy portfolio standard.

(a) GCeneral rule.--The conm ssion shall establish a cl ean

enerqgy portfolio standard that applies to all retail electricity

products sold in this Conmmbnweal th by an energy supplier. The

cl ean energy portfolio standard applies to each indivi dual

product offered by each retail electricity seller. For the

pur poses of this section, the term"enerqy supplier"” shal

i nclude el ectric generation supplier and electric distribution

conpany.

(b)Y Schedul e.--The cl ean energy portfolio standard shall be:

(1) 0.5%in 2006;

(2) 1%in 2007;

(3) 2%in 2008;

(4) 3%in 2009;

(5) 4%in 2010;

(6) 5%in 2011

(7) 6%in 2012;

(8) 7%in 2013;

(9) 8%in 2014; and

(10) 9% in 2015.

The cl ean enerqy portfolio standard shall continue to i ncrease

by 1% every year after 2015 until a date determ ned by the

Departnment of Environmental Protection. At no tine shall the

m ni num st andard decrease bel ow the percentage in effect at the

tinme a suspension is inplenmented. Foll owi ng a suspensi on of the

annual increase, the Departnent of Environnental Protection, at

its discretion, may reinstate annual 1% i ncreases. Any

suspensi on or reinstatenent nmust be i ssued by January 1 of the

vear prior to the year of suspensi on or reinstatenent.

(c) Clean energy credits.--An energy supplier shall neet the
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cl ean energy portfolio standard for a retail electricity product

in a given year by accunul ati ng cl ean enerqy credits such that

the percentage that clean enerqy credits represent in relation

to the total sales of the retail electricity product for the

vear equals or exceeds the m ni num percent age required under

subsection (b) as foll ows:

(1) The conm ssion shall establish a narket-based cl ean

enerqy credits tradi ng program as descri bed in subsecti on

(e). Any energy supplier that does not satisfy the

requi renents of this section by directly produci ng cl ean

enerqgy credits shall purchase sufficient clean enerqy credits

to satisfy the requirenents by holding clean enerqy credits

in lieu of capacity from cl ean energy resources.

(2) Not later than January 1, 2005, the conm ssion shal

adopt rul es necessary to adm ni ster and enforce this section.

At a mninum the rules shall establish the m ni num annual

cl ean energy requi renent for each enerqy supplier operating

in this Commonwealth in a manner reasonably cal cul ated by the

conmmi ssion to produce conpliance with the requirenent

prescri bed by subsection (b), on a retail electricity product

basi s, energy supplier basis and a Statew de basis.

(3) An energy supplier may begi n accunul ati ng cl ean

enerqy credits under this section on or after January 1,

(4) On or before Decenber 31, 2013, an energy supplier

shall receive triple credit toward neeting the cl ean energy

portfolio standard for energy derived from sol ar photovoltaic

or eligible fuel cells.

(5) Electricity may be used to produce cl ean energy

credits if it is generated froma clean energy resource at a
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facility that did not produce electricity froma cl ean energy

resource before January 1, 2003. An increase in generating

capacity after January 1, 2003, froman existing facility

utilizing a clean enerqy resource shall be eligible for the

producti on of clean enerqy credits. Existing facilities

produci ng el ectricity fromlandfill gas may qualify to

produce cl ean energy credits if they install the necessary

filtering equi pnent to neet the definition of a clean energy

resource.

(6) No npre than 25% of the clean enerqy credits used to

nmeet a product's clean energy portfolio standard nmay cone

fromthe use of landfill gas.

(7)) Electricity produced fromcl ean enerqy resources nay

not be used to produce clean energy credits if their

environnental attri butes:

(i) have been used to satisfy another state's

renewabl e energy portfoli o requirenent;

(ii) have been used to satisfy a Federal renewabl e

enerqgy portfolio requirenent;

(iii) have been marketed at a prem um as an

environnentally preferabl e energy product; or

(iv) have been or are in the process of being

recovered in the rate-base of a requlated utility in

anot her state.

(8) Retail customers which sel f-generate nore than one

megawatt of their own electricity shall be consi dered an

enerqy supplier for the purposes of this section and

therefore shall conply with the cl ean energy portfolio

standard by purchasi ng the appropri ate anount of cl ean energy

credits, if they are not already in conpli ance.
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(9) Cean energy credits shall continue in exi stence and

may not be di m ni shed or extingui shed except by the owner of

the facility fromwhich the clean energy credit is derived.

(10) After a clean enerqy credit is created, the first

sale or transfer of the clean enerqgy credit may be nade only

by the owner of the facility fromwhich the cl ean enerqy

credit is derived.

(11) A clean energy credit may not be created from a

source located in a state that restricts the sale or transfer

of clean energy credits into this Conmbnweal t h.

(d) On-site generation.--An energy supplier may receive

cl ean energy credits by subsidizing all or part of the

acqui sition or installation of one or nobre generati on offset

t echnol ogi es or other clean enerqy resource used by a net enerqy

metering custoner in any residence of the custoner that is

located in this Commonweal th, provided that this results in a

reduction in the retail electric custoner's consunpti on of

electricity at that resi dence. For the purposes of this

subsection, an on-site clean enerqy resource used by a net

enerqy netering custoner may i nclude wi nd turbines snmaller than

one negawatt or sol ar photovoltai c systens.

(1) |In any such instance, the energy supplier may count

toward its conpliance in each perti nent cal endar year

specified in subsection (b) any reduction in the nunber of

kil owatt hours of electricity that it sells the retai

electric custoner in that cal endar year, conpared to the

nunber of kilowatt hours it sold the custoner in the cal endar

vear prior to install ation.

(2) No npre than 10% of the clean enerqy credits used to

nmeet a product's clean energy portfolio standard nmay cone
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1 fromthe use of generation offset technol ogies.

2 (e) Cdean energy credits trading program--The conmi SSion

3 shall establish a nmarket-based clean energy credits trading

4 program which facilitates the creation and transfer of clean

5 energy credits anong energy suppliers.

6 (1) As part of the market-based clean electricity

7 trading system the conmi ssion shall develop and naintain a

8 cl eari nghouse for clean energy credits transacti ons _anong

9 enerqgy suppliers.

10 (2) The systemmay rely, in part, on the Generation

11 Attributes Tracking Systemor any sinilar tradable

12 certificates system devel oped by the Pennsyl vani a-Jersey-

13 Maryland (PJM system for reporting, conpliance and

14 verification of environnmental attributes of electric

15 generation. Only certificates with environnental attributes
16 neeting the definition of a clean energy resource nay be used
17 in the clean energy credits trading program

18 (3) The systemshall protect agai nst doubl e-counting of
19 attribute sales such as those described in subsection (c)(7).
20 (4) Energy sources outside of PIM nmay be used only if an
21 equi val ent _systemexists to track and verify the sale of
22 environnental attributes of clean energy resources. Such
23 systenms nust protect agai nst doubl e-counting and nust have
24 reciprocity with the PJM system
25 (5) The clearinghouse shall register clean energy
26 credits transactions anpbng energy suppliers, including
27 i nformati on about the source of the clean energy credits sold
28 or transferred, and the price paid for clean energy credits.
29 (6) The clearinghouse shall provide current information
30 on the status of clean energy credits generated or applied in
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this Commonweal th to owners and the public by conputer

net wor k access through the I nternet and by any ot her

appropri ate neans.

(7)) The conmm ssion shall use the cleari nghouse to

mai ntain records of transactions involving the creati on and

application of clean energy credits in this Conmonweal t h.

(f) Rate recovery.--The conm ssion shall npnitor the cost of

provi di ng peaki ng power fromoil and natural gas, conparing the

cost of this power to the first year prior to the i ntroduction

of the clean enerqy portfolio standard. If the costs of

conpliance for an energy supplier in any given year exceed any

savi ngs from reduced peak power prices, the enerqy supplier nmay

recover these additional costs in the rate base, if deened just

and reasonabl e by the conm ssion. Penalty fees may not be

recovered through the rate base or any other cost-recovery

mechani sm

(g) Reporting requirenents.--Each enerqy supplier shal

submt to the conmi ssion an annual report after the end of each

cal endar year and within the tine prescri bed by the conm ssi on.

The report nust be submtted in a fornmat approved by the

conmi ssi on.

(1) The conm ssion nmay adopt regul ati ons that require

providers to submt to the conm ssion additi onal reports

duri ng each cal endar year.

(2) The annual report nust denpbnstrate that each of the

retail electricity products of the enerqy supplier conplied

with the clean energy portfolio standard duri ng the precedi ng

vear by submitting the required anount of clean energy

credits or:

(i) identifying each retail electricity product that
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1 did not conply with the clean enerqgy portfolio standard
2 during the preceding year;

3 (ii) denonstrating the anpbunt by which each

4 nonconpl ying product failed to neet the standard; and

5 (iii) denonstrating the conpliance of the other

6 retail electricity products of the energy supplier.

7 (3) Each annual report and each additional report nust
8 include clear and concise information that sets forth:

9 (i) the nunber of clean energy credits generated or
10 acquired during the reporting period;

11 (ii) an overview of where the credits were obtai ned,
12 including facility nane, fuel type, location and the

13 amount of credits used fromeach source; and

14 (iii) any other information that the conm ssion by
15 requl ati on may deemrel evant.

16 (h) Conpliance fee.--1f a retail electricity product

17 contains fewer kilowatt hours from clean energy resources than
18 are required to conply with the clean energy portfolio standard
19 for that year, the energy supplier shall pay into the d ean
20 Energy Fund a conpliance fee of 5¢ for each kilowatt hour of
21 shortfall.
22 (i) dean Energy Fund.--The C ean Energy Fund is established
23 as a separate fund in the State Treasury. The conm ssion_shal
24 use the fund for the foll ow ng purposes:
25 (1) To neke grants to nunicipal and county governnents
26 and public school districts in this Commonwealth for the
27 installation of solar photovoltaic systens.
28 (2) To administer this section.
29 Section 4. This act shall take effect in 60 days.
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