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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1030 *%5
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AN ACT
Providing for the sale of electric energy generated from
renewabl e and environnental ly beneficial sources, for the
acqui sition of electric energy generated from renewabl e and
environnmental |y beneficial sources by electric distribution
and supply conpanies and for the powers and duties of the

Pennsyl vania Public Utility Conmm ssion.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short title.

This act shall be known and may be cited as the Alternative
Energy Portfolio Standards Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Alternative energy credit.” A tradable instrunent that is
used to establish, verify and nonitor conpliance with this act.

A unit of credit shall equal one negawatt hour of electricity

froman alternative energy source.



1 "Alternative energy portfolio standards."” Standards

2 establishing that a certain anmount of energy sold from

3 alternative energy sources is included as part of the sources of

4 electric generation by electric utilities within this

5 Commonweal t h.

6 "Alternative energy sources.” The termshall include the

7 followi ng EXI STING AND NEW sources for the production of <—
8 electricity:

9 (1) Sol ar photovoltaic OR OTHER SOLAR ELECTRI C ener gy. <—
10 (2) Sol ar thermal energy.

11 (3) Wnd power.

12 (4) Large-scal e hydropower, WH CH SHALL MEAN THE <—
13 PRCDUCTI ON OF ELECTRI C PONER BY HARNESSI NG THE HYDROELECTRI C

14 POTENTI AL OF MOVI NG WATER | MPOUNDVENTS, | NCLUDI NG PUMPED

15 STORAGE THAT DOES NOT MEET THE REQUI REMENTS OF LOW | MPACT

16 HYDROPOAER UNDER PARAGRAPH (5) .

17 (5) Lowinpact hydropower, consisting of any technol ogy

18 t hat produces lessthan50-—rnegawatts—of el ectric power and <—
19 t hat harnesses the hydroel ectric potential of noving water
20 i mpoundnents, provided such increnental hydroelectric
21 devel opnent :
22 (i) does not adversely change existing inmpacts to
23 aquati c systens;
24 (i1i) meets the certification standards established
25 by the Low I npact Hydropower Institute and Anmerican
26 Rivers, Inc., or their successors;
27 (i) provides an adequate water flow for protection
28 of aquatic life and for safe and effective fish passage;
29 (iv) protects against erosion; and
30 (v) protects cultural and historic resources.
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(6) Geothermal energy, which shall nean electricity
produced by extracting hot water or steam from geot her nal
reserves in the earth's crust and supplied to steam turbines
that drive generators to produce electricity.

(7) Biomass energy, which shall nean the generation of
electricity utilizing the foll ow ng:

(i) organic material froma plant that is grown for

t he purpose of being used to produce electricity or is

protected by the Federal Conservation Reserve Program

(CRP) and provided further that crop production on CRP

| ands does not prevent achi evenent of the water quality

protection, soil erosion prevention or wildlife

enhancenent purposes for which the land was primarily set
asi de; or

(1i) any solid nonhazardous, cellulosic waste

material that is segregated from other waste materi al s+

spent—putping—tH-guers,- SUCH AS waste pallets, crates and

| andscape or right-of-way tree trimmngs or agricultural
sources, including orchard tree crops, vineyards, grain,
| egunmes, sugar and ot her crop by-products or residues.
(8) Biologically derived nmethane gas, which shal
i ncl ude nethane fromthe anaerobic digestion of organic
materials fromyard waste, such as grass clippings and
| eaves, food waste, animl waste and sewage sludge. The term
al so includes |andfill nethane gas.
(9) Fuel cells, which shall nean any el ectrochem cal
devi ce that converts chem cal energy in a hydrogen-rich fuel

directly into electricity, heat and water w thout conbustion.
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(10) Waste coal, which shall include the conbustion of
waste coal in facilities in which the waste coal was di sposed
or abandoned prior to July 31, 1982, or disposed of
thereafter in a permtted coal refuse disposal site
regardl ess of when di sposed of, and used to generate
el ectricity; or such other waste coal conbustion neeting
alternate eligibility requirenments established by regul ati on.
Facilities conbusting waste coal shall use at a mninmm a
conbi ned fluidized bed boiler and be outfitted with a
I imestone injection systemand a fabric filter particulate
removal system Alternative energy credits shall be
cal cul at ed based upon the proportion of waste coal utilized
to produce electricity at the facility.

(11) Coal m ne nethane, which shall nmean net hane gas
emtting from abandoned or working coal m nes.

(12) Demand side nmanagenent consisting of the managenent
of custonmer consunption of electricity or the demand for
el ectricity through the inplenentation of:

(i) energy efficiency technol ogi es, managenent
practices or other strategies in residential, COMVERCI AL, <—
institutional or government custoners that reduce
el ectricity consunption by those custoners;

(1i) load nanagenent or demand response
t echnol ogi es, managenent practices or other strategies in
residential, commercial, industrial, institutional and
government custoners that shift electric |load from
peri ods of higher demand to periods of |ower demand;- <—
rhrelue-rg—puAp—Ssterage—technoelogtes; or

(ti1) industrial by-product technol ogi es consisting

of the use of a by-product froman industrial process,
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i ncludi ng the reuse of energy from exhaust gases or other
manuf act uri ng by-products that are used in the direct
production of electricity at the facility of a custoner.
(13) Distributed generation system which shall nean the
smal | -scal e power generation of electricity dusihrg—an
I . . I | I
f aeiliti : I . i bt . I

transm-ssion—organization—to—supply—an—enduser— AND USEFUL
THERVAL ENERGY

"Alternative energy system"” A facility or energy system
that uses a formof alternative energy source to generate
electricity and delivers the electricity it generates to the
di stribution systemof an electric distribution conpany or to
the transm ssion system operated by a regional transm ssion
or gani zati on.

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

"COST RECOVERY PERI OD." THE LONGER OF:

(1) THE PERI OD DURI NG WHI CH COMPETI TI VE transition
charges under 66 Pa.C. S 8§ 2808 (relating to conpetitive
transition charge) or intangible transition charges under 66
Pa.C.S. 8 2812 (relating to approval of transition bends)—are
recovered—or—the periodduring—which—an—eleetrie BONDS) ARE
RECOVERED; OR

(2) THE PERI OD DURI NG WHI CH AN ELECTRI C di stri bution
conmpany operates under a Pennsylvania Public Utility
Conmmi ssi on- approved generation rate plan that has been
approved PRIOR TO OR within one year of the effective date of
this act, but in no case shall the cost recovery period under

this act extend beyond Decenber 31, 2010.
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"Custonmer-generator.”™ A nonutility owner or operator of a
net metered distributed generation systemw th a nanepl ate
capacity of not greater than 50 kilowatts if installed at a
residential service or not |larger than 1,000 kilowatts at other
custoner service |ocations, except for customers whose systens
are above one negawatt and up to two negawatts who nmeke their
systens available to operate in parallel with the electric
utility during grid enmergencies as defined by the regional
transm ssi on organi zation, or where a mcrogrid is in place for
t he purpose of maintaining critical infrastructure, such as
honmel and security assignnments, enmergency services facilities,
hospitals, traffic signals, wastewater treatnent plants or
t el ecommuni cations facilities, provided that technical rules for
operating generators interconnected with facilities of an
el ectric distribution conmpany, electric cooperative or mnunici pal
el ectric system have been pronul gated by the Institute of
El ectrical and El ectroni c Engineers and the Pennsyl vani a Public
Utility Comm ssion.

"Departnment.” The Departnent of Environmental Protection of
t he Conmonweal t h.

"Electric distribution conpany.”™ The termshall have the
same meaning given to it in 66 Pa.C.S. Ch. 28 (relating to
restructuring of electric utility industry).

"Electric generation supplier.” The termshall have the sane
meaning given to it in 66 Pa.C.S. Ch. 28 (relating to

restructuring of electric utility industry).
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. " L
e ol . by | . he_hvdrocl .

potenttal—ot—rpvirg—water +Apoundieats—

"FORCE MAJEURE. " UPON | TS OMWN | NI TI ATI VE OR UPON A REQUEST
OF AN ELECTRI C DI STRI BUTI ON COMPANY COR AN ELECTRI C GENERATOR
SUPPLI ER, THE PENNSYLVANI A PUBLI C UTILITY COW SSI ON, WTH N 60
DAYS, SHALL DETERM NE | F ALTERNATI VE ENERGY RESOURCES ARE
REASONABLY AVAI LABLE I N THE MARKETPLACE | N SUFFI Cl ENT QUANTI Tl ES
FOR THE ELECTRI C DI STRI BUTI ON COMPANI ES AND ELECTRI C GENERATI ON
SUPPLI ERS TO MEET THEI R OBLI GATI ONS FOR THAT REPORTI NG PERI OD
UNDER THI S ACT. | F THE COW SSI ON DETERM NES THAT ALTERNATI VE
ENERGY RESOURCES ARE NOT REASONABLY AVAI LABLE | N SUFFI Cl ENT
QUANTI TIES I N THE MARKETPLACE FOR THE ELECTRI C DI STRI BUTI ON
COVPANI ES AND ELECTRI C GENERATI ON SUPPLI ERS TO MEET THEI R
OBLI GATI ONS UNDER THI' S ACT, THEN THE COWM SSI ON SHALL MODI FY THE
UNDERLYI NG OBLI GATI ON OF THE ELECTRI C DI STRI BUTI ON COMPANY COR
ELECTRI C GENERATI ON SUPPLI ER OR RECOMMVEND TO THE GENERAL
ASSEMBLY THAT THE UNDERLYI NG OBLI GATI ON BE ELI M NATED.

“Muni cipal solid waste.” This will include energy from
exi sting waste to energy facilities which the Departnent of
Envi ronnmental Protection has determned are in conpliance with
current environnmental standards, including, but not limted to,
all applicable requirements of the Clean Air Act (69 Stat. 322,
42 U.S.C. 8 7401 et seq.) and associated permt restrictions,
and all applicable requirenents of the act of July 7, 1980
(P.L.380, No.97), known as the Solid Waste Managenent Act.

"Net netering.” The neans of neasuring the difference
between the electricity supplied by an electric utility and the

el ectricity generated by a custoner-generator, when the
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renewabl e energy generating systemis intended primarily to
of fset part or all of the customer-generator's requirenents for
electricity.

"Regi onal transm ssion organization.” An entity approved by
t he Federal Energy Regul atory Conm ssion (FERC) that is created
to operate and manage the electrical transm ssion grids of the
menber electric transmssion utilities as required under FERC
Order 2000, Docket No. RWB9-2-000, FERC Chapter 31.089 (1999) or
any successor organi zation approved by the FERC

"Reporting period." The 12-nmonth period fromJune 1 through
May 31. A reporting year shall be nunbered according to the
cal endar year in which it begins and ends.

"Retail electric custonmer.” The termshall have the sane
meaning given to it in 66 Pa.C.S Ch. 28 (relating to
restructuring of electric utility industry).

"Tier | alternative energy source." Energy derived from

(1) Sol ar photovol tai c energy.

(2) Wnd power.

(3) Lowinpact hydropower.

(4) Geothermal energy.

(5) Biologically derived nmethane gas.

(6) Fuel cells.

(7) Biomass energy.

(8) COAL M NE METHANE. <

"Tier Il alternative energy source.” Energy derived from

(1) Waste coal

(2) Distributed generation systens.

(3) Denmand-side managenent.

4—Coal—mne—rethane— <
{5y—Large—seale—hydropower—

200405S1030B1973 - 8 -



1 £6—Munterpal—soebi-d—waste—

2 (4) LARCE- SCALE HYDROPOWER. <—
3 (5) MJNICl PAL SOLI D WASTE

4 (6) GENERATION OF ELECTRICITY UTI LI ZI NG BY- PRODUCTS OF

5 THE PULPI NG PROCESS AND WOOD MANUFACTURI NG PROCESS | NCLUDI NG

6 BARK, WOCD CHI PS, SAVWDUST AND LI GNI N I N SPENT PULPI NG

7 L1 QUORS.

8 (7) | NTEGRATED COVBI NED COAL GASI FI CATI ON TECHNCLOGY.

9 "True-up period."” The period each year fromthe end of the

10 reporting year until Septenber 1

11 Section 3. Alternative energy portfolio standards.

12 2—Ceneral—rule——Fromthe etteettvedateot—this—aet <—
13 (A) GENERAL COWPLI ANCE AND COST RECOVER. - - <—
14 (1) FROM THE EFFECTI VE DATE OF THI S ACT t hrough and

15 including the 15th year after enactnment of this act, and each

16 year thereafter, the electric energy sold by an electric

17 di stribution conpany or electric generation supplier to

18 retail electric custonmers in this Commonweal th shall be

19 conprised of electricity generated fromalternative energy
20 sources, and in the percentage anobunts as descri bed under
21 subseettons—{b}—and{er—FElectriedistrtbuton—conpantes—anrd  <—
22 SUBSECTI ONS (B) AND (C). <
23 (2) ELECTRIC DI STRI BUTI ON COVPANI ES AND el ectric
24 generation suppliers shall satisfy both requirenents set
25 forth in subsections (b) and (c) —Anry——ecost—forthepurchase <—

30 I . r byt es) I i ssion.: -
200405S1030B1973 - 9 -



1 PROVI DED, HOWEVER, THAT AN ELECTRI C DI STRI BUTI ON COMPANY OR
2 AN ELECTRI C GENERATI ON SUPPLI ER SHALL BE EXCUSED FROM | TS

3 OBLI GATI ONS UNDER THI S SECTI ON TO THE EXTENT THAT THE

4 COWM SSI ON DETERM NES THAT FORCE MAJEURE EXI STS.

5 (3) ALL COSTS FOR

6 (1) THE PURCHASE OF ELECTRI Cl TY GENERATED FROM

7 ALTERNATI VE ENERGY SOURCES, | NCLUDI NG THE COSTS OF THE

8 REG ONAL TRANSM SSI ON ORGANI ZATI ON, | N EXCESS OF THE

9 REG ONAL TRANSM SSI ON ORGANI ZATI ON REAL- TI ME LOCATI ONAL
10 MARGI NAL PRI CI NG, OR | TS SUCCESSOR, AT THE DELI VERY POl NT
11 OF THE ALTERNATI VE ENERGY SOURCE FOR THE ELECTRI CAL

12 PRODUCTI ON OF THE ALTERNATI VE ENERGY SOURCES; AND

13 (11) PAYMENTS FOR ALTERNATI VE ENERGY CREDI TS, IN

14 BOTH CASES THAT ARE VOLUNTARI LY ACQUI RED BY AN ELECTRI C
15 DI STRI BUTI ON COVPANY DURI NG THE COST RECOVERY PERI OD ON
16 BEHALF OF | TS CUSTOVERS

17 SHALL BE DEFERRED AS A REGULATORY ASSET BY THE ELECTRI C

18 DI STRI BUTI ON COVPANY AND FULLY RECOVERED, W TH A RETURN ON

19 THE UNANMORTI ZED BALANCE, PURSUANT TO AN AUTOMATI C ENERGY

20 ADJUSTMENT CLAUSE UNDER 66 PA.C.S. § 1307 (RELATING TO

21 SLI DI NG SCALE OF RATES; ADJUSTMENTS) AS A COST OF GENERATI ON
22 SUPPLY UNDER 66 PA.C.S. § 2807 ( RELATI NG TO DUTI ES OF

23 ELECTRI C DI STRI BUTI ON COMPANI ES), | N THE FI RST YEAR AFTER THE
24 EXPI RATI ON OF | TS COST RECOVERY PERI OD. AFTER THE COST

25 RECOVERY PERI OD, ANY DI RECT OR | NDI RECT COSTS FOR THE

26 PURCHASE BY ELECTRI C DI STRI BUTI ON OF RESOURCES TO COMPLY W TH
27 THI'S SECTION, | NCLUDI NG BUT NOT LIM TED TO, THE PURCHASE OF
28 ELECTRI Cl TY GENERATED FROM ALTERNATI VE ENERGY SOURCES,

29 PAYMENTS FOR ALTERNATI VE ENERGY CREDI TS, COST OF CREDI TS

30 BANKED, PAYMENTS TO ANY THI RD PARTY ADM NI STRATORS FOR

20040S1030B1973 - 10 -
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PERFORVMANCE UNDER THI S ACT AND COSTS LEVI ED BY A REG ONAL
TRANSM SS|I ON ORGANI ZATI ON TO ENSURE THAT ALTERNATI VE ENERGY
SOURCES ARE RELI ABLE, SHALL BE RECOVERED ON A FULL AND
CURRENT BASI S PURSUANT TO AN AUTOVATI C ENERGY ADJUSTMENT
CLAUSE UNDER 66 PA.C.S. 8 1307 AS A COST OF GENERATI ON SUPPLY
UNDER 66 PA.C. S. § 2807.

(b) Tier I and sol ar photovoltaic shares. --

(1) Two years after the effective date of this act, at
| east 1.5% of the electric energy sold by an electric
di stribution conpany or electric generation supplier to
retail electric custonmers in this Commonweal th shall be
generated fromTier | alternative energy sources. Except as
provided in this section, the mni mum percentage of electric
energy required to be sold to retail electric custoners from
alternative energy sources shall increase to 2% three years
after the effective date of this act. The m ni mrum percent age
of electric energy required to be sold to retail electric
custoners fromalternative energy sources shall increase by
at | east 0.5% each year so that at |east 10% 8% of the <—
el ectric energy sold by an electric distribution conpany or
el ectric generation supplier to retail electric custoners in
that certificated territory in the 15th year after the
effective date of this subsection is sold fromTier
alternative energy resources.

(2) O the electric energy required to be sold from Tier
| sources, the TOTAL percentage that nust be sold from sol ar <—
phot ovol tai c technologies is for:

(1) Years 1 through 4 - 0.0013%
(ii) Years 5 through 9 - 0.0203%
(ii1) Years 10 through 14 - 0.2500%

20040S1030B1973 - 11 -
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(iv) Years 15 and thereafter - 0.5000%

(3) Upon comrencenent of the beginning of the 6th
reporting year, the conm ssion shall undertake a review of
the conpliance by electric distribution conpani es and
el ectric generation suppliers with the requirenents of this
act. The review shall also include the status of alternative
energy technol ogies within this Comonweal th and the capacity
to add additional alternative energy resources. The
conmi ssion shall use the results of this reviewto recomend
to the General Assenbly additional conpliance goals beyond
year 15. The conmi ssion shall work with the departnment in
eval uating the future alternative energy resource potential .
(c) Tier Il share.--O the electrical energy required to be

sold fromalternative energy sources identified in Tier Il, the

percentage that nust be fromthese technologies is for:

Hy—Years—through—4—2-206 <—
£2y—Years—5-through—9—3-206
3r—Years—16—through—4+4——4- 20
H4y—Years—15—andthereatter—5-0%

(1) YEARS 1 THROUGH 4 - 4.2% <

(2) YEARS 5 THROUGH 9 - 6.2%

(3) YEARS 10 THROUGH 14 - 8.2%

(4) YEARS 15 AND THEREAFTER - 10. 0%

(d) Exenption during cost-recovery period.--Conpliance with

subsections (a), (b) and (c) shall not be required for any
el ectric distribution conpany that has not reached the end of
its cost-recovery period or for electric generation supplier
sales in the service territory of an electric distribution
conpany that has not reached the end of its cost-recovery

period. At the conclusion of an electric distribution conpany's

200405S1030B1973 - 12 -



1 cost-recovery period, this exception shall no | onger apply, and
2 conpliance shall be required at the percentages in effect at

3 that tinme. Electric distribution conpanies and el ectric

4 generation suppliers whose sales are exenpted under this

5 subsection and who voluntarily sell electricity generated from
6 Tier | and Tier Il sources during the cost-recovery period nay

7 bank credits consistent with subsection (e)(7).

8 (e) Alternative energy credits.--

9 (1) The conmi ssion shall establish an alternative energy
10 credits program as needed to inplenent this act. The

11 provi sion of services pursuant to this section shall be

12 exenpt fromthe conpetitive procurenent procedures of 62

13 Pa.C.S. (relating to procurenent).

14 (2) The conm ssion shall approve an independent entity
15 to serve as the alternative energy credits program

16 adm ni strator. The adm ni strator shall have those powers and
17 duti es assigned by comm ssion regul ati ons. Such powers and

18 duties shall include, but not be limted to, the foll ow ng:
19 (i) To create and adm nister an alternative energy
20 credits certification, tracking and reporting program
21 Thi s program shoul d include, at a mninmum a process for
22 qual ifying alternative energy systens and determ ning the
23 manner credits can be created, accounted for, transferred
24 and retired.
25 (ii) To submt reports to the comm ssion at such
26 times and in such manner as the conm ssion shall direct.
27 (3) Al qualifying alternative energy systens nust
28 include a qualifying nmeter to record the cunul ative electric
29 production to verify the advanced energy credit val ue.
30 Qualifying meters will be approved by the comm ssion as

20040S1030B1973 - 13 -



defined in paragraph (4).

(4) (i) An electric distribution conmpany or electric

generation supplier shall conply with the applicable

requi renents of this section by purchasing sufficient
alternative energy credits and subm tting docunentation
of conpliance to the program adm ni strat or

(1i) For purposes of this subsection, one
alternative energy credit shall represent one negawatt
hour of qualified alternative electric generation,

whet her sel f-generated, purchased along with the electric

commodity or separately through a tradable instrunent and

ot herwi se neeting the requirenments of comm ssion
regul ati ons and the program adm ni strator.

(5) The alternative energy credits program shall i nclude
provisions requiring a reporting period as defined in section
2 for all covered entities under this act. The alternative
energy credits programshall also include a true-up period as
defined in section 2. The true-up period shall provide
entities covered under this act the ability to obtain the
requi red nunber of alternative energy credits or to make up
any shortfall of the alternative energy credits they may be
required to obtain to conmply with this act. A force mjeure
provi sion shall also be provided for under the true-up period
provi si ons.

(6) An electric distribution conpany and el ectric
generation supplier may bank or place in reserve alternative
energy credits produced in one reporting year for conpliance
in either or both of the two subsequent reporting years,
subject to the limtations set forth in this subsection and

provi ded that the electric distribution conpany and el ectric

200405S1030B1973 - 14 -
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generation supplier are in conpliance for all previous
reporting years. In addition, the electric distribution
conpany and el ectric generation supplier shall denonstrate to
t he satisfaction of the comm ssion that such credits:
(i) were in excess of the alternative energy credits
needed for conpliance in the year in which they were
generated and that such excess credits have not
previ ously been used for conpliance under this act;
e | | Y i lod | I -
I . i bt L ol . .
L : L . I I :
¢+ (11) were produced by the generation of <—
el ectrical energy by alternative energy sources and sold
to retail custoners during the year in which they were
gener ated; and
&~ (I'1'l1) have not otherwi se been nor will be sold, <—
retired, clainmed or represented as part of satisfying
conpliance with alternative or renewabl e energy portfolio
standards in other states.
(7) An electric distribution conpany or an electric
generation supplier with sales that are exenpted under
subsection (d) may bank credits for retail sales of
electricity generated fromTier | and Tier Il sources nade
prior to the end of the cost-recovery period and after the
effective date of this act. Bankable credits shall be limted
to credits associated with electricity sold fromTier | and
Tier Il sources during a reporting year which exceeds the
vol une of sales from such sources by an electric distribution
conpany or electric generation supplier during the 12-nonth

period i medi ately preceding the effective date of this act.
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Al'l credits banked under this subsection shall be avail abl e
for conpliance with subsections (b) and (c) for no nore than
two reporting years follow ng the conclusion of the cost-
recovery period.

(8) The conmission or its designee shall develop a
registry of pertinent information regarding all avail able
alternative energy credits, credit transacti ons anong
el ectric distribution conpanies and el ectric generation
suppliers, the nunber of alternative energy credits sold or
transferred and the price paid for the sale or transfer of
the credits. The registry shall provide current information
to electric distribution conpanies, electric generation
suppliers and the general public on the status of alternative
energy credits created, sold or transferred within this
Conmonweal t h.

(9) The conm ssion nmay inpose an adm nistrative fee on
an alternative energy credit transaction. The anpunt of this
fee may not exceed the actual direct cost of processing the
transaction by the alternative energy credits adm nistrator.
The comm ssion is authorized to utilize up to 5% of the
alternative conpliance fees generated under subsection (f)
for adm nistrative expenses directly associated with this
act .

(10) The comm ssion shall establish regul ations
governing the verification and tracking of energy efficiency
and demand- si de nanagenent neasures pursuant to this act,
whi ch shall include benefits to all utility customer cl asses.
When devel opi ng regul ati ons, the conm ssion nust give
reasonabl e consi deration to existing and proposed regul ati ons

and rules in existence in the regional transm ssion

200405S1030B1973 - 16 -
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organi zati ons that manage the transm ssion systemin any part
of this Commonweal th. All verified reductions shall accrue
credits starting with the passage of this act.

(11) The comm ssion shall within 120 days of the
effective date of this act devel op a depreciation schedul e
for alternative energy credits created through demand side
managenent, energy efficiency and | oad managenent
t echnol ogi es and shal |l devel op standards for tracking and
verifying savings fromenergy efficiency, |oad managenent and
demand- si de managenent neasures. The commi ssion shall allow
for a 60-day public coment period and shall issue final
standards within 30 days of the close of the public conment
peri od.

(f) Alternative conpliance paynent. --

(1) At the end of each programyear, the program
adm ni strator shall provide a report to the comm ssion and to
each covered electric distribution conpany showi ng their
status level of alternative energy acquisition.

(2) The conm ssion shall conduct a review of each
determ nati on nade under subsections (b) and (c). If, after
notice and hearing, the comm ssion determ nes that an
el ectric distribution conpany or electric generation supplier
has failed to conply with subsections (b) and (c), the
commi ssion shall inpose an alternative conpliance paynent on
t hat conpany or supplier.

(3) The alternative conpliance paynent, with the
exception of the solar photovoltaic share conpliance
requi renent set forth in subsection (b)(2), shall be $45
times the nunber of additional alternative energy credits

needed in order to conply with subsection (b) or (c).
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1 (4) The alternative conpliance paynent for the solar

2 phot ovol tai ¢ share shall be 200% of the average nmarket share
3 Y I I Lt ai i Lo duri I .

4 pertoed— VALUE OF SOLAR RENEWABLE ENERGY CREDI TS SCOLD DURI NG
5 THE REPORTI NG PERI OD W THI N THE SERVI CE REA ON OF THE

6 REG ONAL TRANSM SSI ON ORGANI ZATI ON.

7 (5) The conmm ssion shall establish a process to provide
8 for, at least annually, a review of the alternative energy

9 market within this Commonweal th and the service territories
10 of the regional transm ssion organizations that manage the
11 transm ssion systemin any part of this Comonweal th. The

12 comm ssion will use the results of this study to identify any
13 needed changes to the cost associated with the alternative

14 conpl i ance paynent program Fhe—conm-ssion—mayralsethecost
15 Y I . ¥ . . I

16 . . Y | I o

17 | ¥ b thi TN :

18 o : L al .

19 def+ned—inthis—aet— If the conm ssion finds that the costs
20 associated with alternative conpliance paynent program nust
21 be lewered CHANGED, the comm ssion shall present these

22 findings to the General assenbly for |egislative enactnent.
23 (g) Transfer to sustainabl e devel opnent funds.--

24 (1) Notwi thstanding the provisions of 66 Pa.C. S. 8§ 511
25 (relating to disposition, appropriation and di sbursenent of
26 assessnments and fees) and 3315 (relating to disposition of

27 fines and penalties), alternative conpliance paynents inposed
28 pursuant to this act shall be paid into thesustainable

29 developrent—tunds—ereated—under—the—comm-ss+oens
30 restrueturng—orders—under—66PaC-S—Ch— 28 (relattnrgte
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payrent— PENNSYLVANI A' S SUSTAI NABLE ENERGY FUNDS, CREATED

UNDER THE COWM SSI ON' S RESTRUCTURI NG ORDERS UNDER 66 PA. C. S.
CH. 28 (RELATING TO RESTRUCTURI NG OF ELECTRIC UTI LI TY
| NDUSTRY) . ALTERNATI VE COVPLI ANCE PAYMENTS SHALL BE PAI D I NTO

© o0 N oo o A~ wWw N P

A SPECI AL FUND OF THE PENNSYLVANI A SUSTAI NABLE ENERGY BOARD,

10 ESTABLI SHED BY THE COWM SSI ON UNDER DOCKET M 00031715, AND

11 MADE AVAI LABLE TO THE REG ONAL SUSTAI NABLE ENERGY FUNDS UNDER
12 PROCEDURES AND GUI DELI NES APPROVED BY THE PENNSYLVANI A ENERGY
13 BOARD.

14 (2) The alternative conpliance paynents shall be

15 utilized solely for projects that will increase the anount of
16 el ectric energy generated fromalternative energy resources
17 for purposes of conpliance with subsections (b) and (c).

18 (H  NONSEVERABI LI TY. -- THE PROVI SI ONS OF SUBSECTI ON (A) ARE
19 DECLARED TO BE NONSEVERABLE. | F ANY PROVI SI ON OF SUBSECTI ON (A)
20 1S HELD I NVALI D, THE REMAI NI NG PROVI SIONS OF THI'S ACT SHALL BE
21 VA D

22 Section 4. Portfolio requirenments in other states.

23 If an electric distribution supplier or electric generation
24 conpany provider sells electricity in any other state and is

25 subject to renewabl e energy portfolio requirenents in that

26 state, they shall list any such requirenent and shall indicate
27 how it satisfied those renewabl e energy portfolio requirenents.
28 To prevent doubl e-counting, the electric distribution supplier

29 or electric generation conpany shall not satisfy Pennsylvania's
30 alternative energy portfolio requirenments using alternative
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energy used to satisfy another state's portfolio requirenents.
Energy derived only fromalternative energy sources inside the
geogr aphi cal boundaries of this Conmonwealth or within the
service territory of any regional transm ssion organi zation that
manages the transm ssion systemin any part of this Comobnweal th
shall be eligible to neet the conpliance requirenents under this
act. Electric distribution conpanies and el ectric generation
suppliers shall docunment that this energy was not used to
satisfy another state's renewabl e energy portfolio standards.
Section 5. Interconnection standards for custoner-generator
facilities.

The conmm ssion shall devel op technical and net netering
i nterconnection rules for custoner-generators intending to
operate renewabl e onsite generators in parallel with the
electric utility grid, consistent with rules defined in other
states within the service region of the regional transm ssion
organi zati on that nmanages the transm ssion systemin any part of
t his Commonweal th. The commi ssion shall convene a stakehol der
process to devel op Statew de technical and net netering rul es
for customer-generators. The commi ssion shall devel op these
rules within nine nonths of the effective date of this act.
Section 6. Health and safety standards.

The departnent shall cooperate with the Departnment of Labor
and I ndustry as necessary in devel oping health and safety
standards, as needed, regarding facilities generating energy
fromalternative energy sources. The departnent shall establish
appropriate and reasonabl e health and safety standards to ensure
uni form and proper conpliance with this act by owners and
operators of facilities generating energy fromalternative

energy sources as defined in this act.
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Section 7. Interagency responsibilities.

(a) Conm ssion responsibilities.--The comm ssion will carry
out the responsibilities delineated within this act. The
commi ssion al so shall, in cooperation with the departnent,
conduct an ongoing alternative energy resources planning
assessnent for this Comonwealth. This assessnment will, at a
m nimum identify current and operating alternative energy
facilities, the potential to add future alternative energy
generating capacity, and the conditions of the alternative
energy marketpl ace. The assessnment will identify needed nethods
to maintain or increase the relative conpetitiveness of the
alternative energy market within this Commonweal t h.

(b) Departnent responsibilities.--The departnment shal
ensure that all qualified alternative energy sources neet al
appl i cabl e environnmental standards and shall verify that an
alternative energy source neets the standards set forth in
section 2.

(c) Cooperation between conm ssion and departnent.--The
commi ssion and the departnent shall work cooperatively to
nmonitor the performance of all aspects of this act and wll
provi de an annual report to the chairman and m nority chairman
of the Environnental Resources and Energy Committee of the
Senate and the chairman and mnority chairman of the
Envi ronment al Resources and Energy Conmittee of the House of
Representatives. The report shall include at a m ni num

(1) The status of the conpliance with the provisions of
this act by electric distribution conpanies and electric
generations suppliers.

(2) Current costs of alternative energy on a per

kil owatt hour basis for all alternative energy technol ogy
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(3) Costs associated with the alternative energy credits
program under this act, including the nunber of alternative
conpl i ance paynents.

(4) The status of the alternative energy narketpl ace
within this Comobnweal t h.

(5) Reconmendations for program i nprovenents.

Section 8  Rural electric cooperatives.

Each rural electric cooperative operating within this
Commonweal th shall offer to its retail customers a voluntary
program of energy efficiency and denmand-si de managenent
prograns, as a means to satisfy conpliance with the requirenents
of this act.

Section 9. Effective date.

This act shall take effect in 90 days.
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