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AN ACT

Amendi ng the act of Novenber 30, 2004 (P.L.1672, No.213),
entitled, "An act providing for the sale of electric energy
generated from renewabl e and environnental |y benefici al
sources, for the acquisition of electric energy generated
fromrenewabl e and environnental |y beneficial sources by
el ectric distribution and supply conpanies and for the powers
and duties of the Pennsylvania Public Uility Comm ssion,"
further providing for definitions, for alternative energy
portfolio standards, for portfolio requirenents in other
states and for interconnection standards for custoner-
generator facilities.

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

Section 1. The definitions of "alternative energy credit,"”
"custoner-generator,"” "force najeure” and "Tier | alternative
energy source" in section 2 of the act of Novenber 30, 2004
(P.L.1672, No.213), known as the Alternative Energy Portfolio

St andards Act, are anended to read:

Section 2. Definitions.
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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. The alternative energy credit

shall remain the property of the alternative enerqy systemuntil

the alternative energy credit is voluntarily transferred by the

alternative energy system

* * %

"Custoner-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] 3,000 kilowatts
at other custoner service |locations, except for custonmers whose

systens are above [one negawatt] three negawatts and up to [two]

five negawatts who nmake their systens available to operate in
parallel with the electric utility during grid emergencies as
defined by the regional transm ssion organization or where a

mcrogrid is in place for the primary or secondary purpose of

mai ntaining critical infrastructure, such as honel and security
assi gnments, energency services facilities, hospitals, traffic
signals, wastewater treatnment plants or telecomrunications
facilities, provided that technical rules for operating
generators interconnected with facilities of an electric

di stribution conpany, electric cooperative or rmunicipal electric
syst em have been pronulgated by the Institute of Electrical and
El ectroni ¢ Engi neers and the Pennsylvania Public Utility

Conmi ssi on.
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* * %

"Force mpjeure.” Upon its own initiative or upon a request
of an electric distribution conpany or an el ectric generator
supplier, the Pennsylvania Public Uility Comm ssion, within 60
days, shall determine if alternative energy resources are
reasonably available in the marketplace in sufficient quantities
for the electric distribution conpanies and el ectric generation
suppliers to neet their obligations for that reporting period

under this act. In nmaking this determnm nati on the comm ssi on

shal | consi der whether electric distribution conpani es or

el ectric generati on suppliers have nade a good faith effort to

acquire sufficient alternative enerqy to conply with their

obligations. Such good faith efforts shall include, but are not

limted to, banking alternative energy credits during their

transition periods, seeking alternative enerqgy credits through

conpetitive solicitati ons and seeking to procure alternative

enerqy credits or alternative enerqgy through | ong-term

contracts. In further making its deternination the conni ssi on

shall assess the availability of alternative enerqy credits in

the Generation Attri butes Tracki ng System (GATS) or its

successor, and the availability of alternative energy credits

generally in Pennsylvania and other jurisdictions in the PIM

I nterconnection, L.L.C. reqgional transm ssi on organi zati on (PJM

or its successor. The conmi ssion may al so require solicitations

for alternative energy credits as part of default service before

requests of force majeure can be made. |If the conm ssion further

determ nes that alternative energy resources are not reasonably
avai lable in sufficient quantities in the marketplace for the
el ectric distribution conpanies and el ectric generation

suppliers to neet their obligations under this act, then the
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commi ssion shall nodify the underlying obligation of the
el ectric distribution conmpany or electric generation supplier or
recommend to the General Assenbly that the underlying obligation

be elimnated. Comm ssion nodification of the electric

di stri bution conpany or electric generation supplier obligations

under this act shall be for that conpliance period only.

Conmmi ssi on nodi ficati on shall not autonmatically reduce the

obligation for subsequent conpliance years. |If the conni ssi on

nodi fies the electric distribution conpany or el ectric

generati on supplier obligations under this act, the conni ssi on

may require the electric distribution conpany or el ectric

generation supplier to acquire additional alternative energy

credits in subsequent years equi valent to the obligati on reduced

due to a force majeure declaration if the conm ssion deternines

that sufficient alternative enerqy credits exist in the

mar ket pl ace.

* * %

"Tier | alternative energy source." Energy derived from

(1) Sol ar photovoltaic and sol ar thernal energy.

(2) Wnd power.
(3) Lowinpact hydropower.
(4) Geothermal energy.
(5) Biologically derived nethane gas.
(6) Fuel cells.
(7) Biomass energy.
(8) Coal mne nethane.
Section 2. Sections 3(b), (e) and (f), 4 and 5 of the act
are anmended to read:

Section 3. Alternative energy portfolio standards.
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* * %

(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 custoners in this Commonweal th shall be
generated fromTier | alternative energy sources. Except as
provided in this section, the mnimum 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 8% of the electric
energy sold by an electric distribution conpany or electric
generation supplier to retail electric custonmers in that
certificated territory in the 15th year after the effective
date of this subsection is sold fromTier | alternative
energy resources.

(2) [OF the electric energy required to be sold from
Tier | sources, the total percentage that nust be sold from

sol ar photovoltaic technologies is for:] The total percentage

of the electric enerqy sold by an electric distribution

conpany or an electric generation supplier to retail electric

custoners in this Commbpnweal th that nust be sold from sol ar

phot ovol tai ¢ technol ogi es i s:

[(i) Years 1 through 4 - 0.0013%

(ii) Years 5 through 9 - 0.0203%

(ii1) Years 10 through 14 - 0.2500%
(iv) Years 15 and thereafter - 0.5000% ]
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(i) 0.0013% for June 1, 2006, through May 31, 2007.

(ii) 0.0030%for June 1, 2007, through May 31, 2008.

(iii) 0.0063%for June 1, 2008, through May 31,

(iv) 0.0120% for June 1, 2009, through May 31, 2010.

(v) 0.0203% for June 1, 2010, through May 31, 2011

(vi) 0.0325% for June 1, 2011, through May 31, 2012.

(vii) 0.0510% for June 1, 2012, through May 31,

(viii) 0.0840% for June 1, 2013, through May 31,

(i x) 0.1440% for June 1, 2014, through May 31, 2015.

(x) 0.2500% for June 1, 2015, through May 31, 2016.

(xi) 0.2933% for June 1, 2016, through May 31, 2017.

(xii) 0.3400% for June 1, 2017, through May 31,

(xiii) 0.3900%for June 1, 2018, through May 31,

(XIV) 0.4433% FOR JUNE 1, 2019, THROUGH MAY 31, <—

(XV) 0.5000% FOR JUNE 1, 2020, AND THEREAFTER

THE PERCENTAGES IN TH' S PARAGRAPH SHALL APPLY TO ALL

RETAIL ELECTRICITY SALES IN TH S COMVONVEAL TH

(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
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1 to add additional alternative energy resources. The

2 conmi ssion shall use the results of this review to recomend
3 to the General Assenbly additional conpliance goals beyond

4 year 15. The conmi ssion shall work with the departnment in

5 eval uating the future alternative energy resource potential .
6 * %

7 (e) Alternative energy credits.--

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

10 provi sion of services pursuant to this section shall be

11 exenpt fromthe conpetitive procurenent procedures of 62

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

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

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

17 duties shall include, but not be limted to, the foll ow ng:
18 (i) To create and adm nister an alternative energy
19 credits certification, tracking and reporting program
20 Thi s program shoul d include, at a mninmum a process for
21 qual ifying alternative energy systens and determ ning the
22 manner credits can be created, accounted for, transferred
23 and retired.
24 (ii) To submt reports to the comm ssion at such
25 times and in such manner as the conm ssion shall direct.
26 (3) Al qualifying alternative energy systens nust
27 include a qualifying nmeter to record the cunul ative electric
28 production to verify the advanced energy credit val ue.
29 Qualifying meters will be approved by the comm ssion as
30 defined in paragraph (4).
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(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

generation supplier are in conpliance for all previous

20070H1203B2057 - 8 -



reporting years. In addition, the electric distribution
conpany and el ectric generation supplier shall denobnstrate 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;

(i1i) were produced by the generation of electrical
energy by alternative energy sources and sold to retai
custoners during the year in which they were generat ed;
and

(iti1) bhave not otherw 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.
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.
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(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 nay 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 commi 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 regulations
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
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
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effective date of this act devel op a depreciation schedul e
for alternative energy credits created through demand-si de
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.

(12) (i) Unless a contractual provision explicitly

assigns alternative energy credits in a different manner,

the owner of the alternative energy systemor a custoner-

generator owns any and all alternative energy credits

associated with or created by the production of electric

energy by such facility or custoner, and the owner or

custoner shall be entitled to sell, transfer or take any

other action to which a | egal owner of property is

entitled to take with respect to the credits.

(ii) This paragraph shall apply to all alternative

enerqgy credits which were created pursuant to this act

prior to the effective date of this paragraph and whi ch

will be created after the effective date of this

par agr aph, regardl ess of when any underlying contract for

t he purchase of electric energy or other products from

the generator that qualifies as an alternative energy

syst em was_execut ed.

(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
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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).

(4) The alternative conpliance paynent for the solar
phot ovol tai ¢ share shall be 200% of the average market val ue
of solar renewabl e energy credits sold during the reporting
period within the service region of the regional transm ssion

organi zation, including, where applicable, the |evelized up-

front rebates received by sellers of sol ar renewabl e ener gy

credits in other jurisdictions in the PIJM I nterconnection

L.L.C. transni ssion organi zation (PIJM or its successor.

(5) The conmm ssion shall establish a process to provide
for, at least annually, a review of the alternative energy
market within this Conmonweal th and the service territories
of the regional transm ssion organi zations that manage the
transm ssion systemin any part of this Comonweal th. The
comm ssion will use the results of this study to identify any
needed changes to the cost associated with the alternative
conpl i ance paynent program |f the comm ssion finds that the

costs associated with the alternative conpliance paynent
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program nust be changed, the conm ssion shall present these

findings to the General Assenbly for |egislative enactnent.

* %

Section 4. Portfolio requirements in other states.

If an electric distribution supplier or electric generation
conpany provider sells electricity in any other state and is
subject to renewabl e energy portfolio requirenents in that
state, they shall list any such requirenent and shall indicate
how it satisfied those renewabl e energy portfolio requirenents.
To prevent doubl e-counting, the electric distribution supplier
or electric generation conpany shall not satisfy Pennsylvania's
alternative energy portfolio requirenents using alternative
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.] or alternative enerqy credits already purchased by

i ndi vi dual s, busi nesses, or governnent bodi es that do not have a

conpli ance obligati on under this act unl ess the individual,

busi ness or governnment body sells those credits to the electric

di stri bution conpany or electric generati on supplier. Energy

derived fromalternati ve energy sources inside the geoqgraphical

boundaries of this Commpbnweal th shall be eligible to neet the

conpli ance requi renents under this act. Energy derived from

alternative enerqgy sources | ocated outside the geographi cal

boundaries of this Commonweal th but within the service territory

of a regional transn ssion organi zati on that manages the

transm ssion systemin any part of this Commonweal th shall only
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be eligible to neet the conpliance requirenents of electric

di stri bution conpanies or electric generation suppliers | ocated

within the service territory of the sane regi onal transn SSion

organi zati on. For purposes of conpliance with this act,

alternative enerqy sources located in the PIM I nterconnection

L.L.C. reqgional transm ssi on organi zation (PJM or its successor

service territory shall be eligible to fulfill conpliance

obligations of all Pennsylvania electric distribution conpanies

and el ectric generation suppliers. Enerqy derived from

alternative energy sources | ocated outside the service territory

of a regional transnm ssion organi zati on that manages the

transm ssion systemin any part of this Commonweal th shall not

be eligible to neet the conpliance requirenents of this act.

El ectric distribution conpanies and el ectric generation

suppliers shall docunent that this energy was not used to

satisfy another state's renewabl e energy portfolio standards.

Section 5. Interconnection standards for custoner-generator
facilities.

Excess generation from net-netered custoner-generators shal

receive full retail value for all enerqy produced on an annual

basis. The conmi 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 nmonths of the effective date of this act.
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Section 3. The addition of section 3(e)(12) of the act shal
apply to all alternative energy credits created under the act

before, on or after the effective date of this section,

el ectric energy or other products fromthe generator that

1
2
3
4 regardl ess of when any underlying contract for the purchase of
5
6 qualifies as an alternative energy system was executed.

7

Section 4. This act shall take effect imediately.
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