PRINTER S NO. 4587

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2843 %%

| NTRODUCED BY REI CHLEY, PETRI, BENNI NGHOFF, BEYER, CUTLER
EVERETT, GODSHALL, HARHART, SAYLOR AND WOJNARCSKI ,
NOVEMBER 17, 2008

REFERRED TO COW TTEE ON ENVI RONMENTAL RESOURCES AND ENERGY,
NOVEMBER 17, 2008
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AN ACT
Est abl i shing a carbon di oxi de cap-and-trade program providing
for the powers and duties of the Departnent of Environnental

Protection; and establishing the Energy and Carbon Savi ngs

Trust Fund.

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 Pennsyl vani a
Regi onal Greenhouse Gas Initiative 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:

"Al I owance." The nunber of carbon di oxi de em ssions
al l owances to be credited to a carbon di oxi de budget unit or to
t he general account of the sponsor of an approved carbon di oxi de

em ssions offset project.

"Car bon di oxi de budget unit." A fossil fuel-fired electrical



© 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

generating unit that serves a generator with a nanepl ate
capacity equal to or greater than 25 nmegawatts of electrica
out put .

"Car bon di oxi de budget unit conpliance obligation account."
An account established by rules and regul ations to be adopted by
t he Departnent of Environnmental Protection under section 4 in
whi ch carbon di oxi de budget units deposit carbon dioxide
em ssi ons al | owances.

" Car bon dioxide em ssions allowance.” A limted
aut hori zation by the Departnent of Environmental Protection for
the em ssion of up to one ton of carbon dioxide.

"Car bon di oxi de em ssions budget." The total anount of
carbon di oxi de em ssions all owances all ocated by the
Conmmonweal th on an annual basi s.

"Car bon di oxi de em ssions offset project.” A project that
reduces or avoi ds | oadi ng of carbon di oxi de and ot her greenhouse
gases in the atnosphere and is denonstrated to qualify as real,
additional, verifiable, enforceable and permanent as those terns
are defined in rules and regul ations to be adopted by the
Depart ment of Environnmental Protection.

"Car bon di oxi de of fset project allowance.” A carbon dioxide
em ssions all owance awarded to the sponsor of a carbon di oxi de
em ssions offset project.

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

"Fossil fuel fired." Conbustion of fossil fuel when the
fossil fuel conmbusted constitutes or is projected to constitute
nore than 50% of the annual heat input on a British Thermal Unit
basi s.

"Fund." The Energy and Carbon Savi ngs Trust Fund established
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1 under this act.

2 "Generator."” A device that produces electricity and is

3 required to be reported as a generating unit pursuant to the

4 United States Departnent of Energy Form 860.

5 "Greenhouse gas.” A gas in the Earth's atnosphere that

6 absorbs and reemts infrared radiation, including carbon

7 dioxide, nitrus oxide, methane, hydrofl uorocarbons,

8 perfluorocarbons and chl orofl uorocarbons.

9 "Gross electrical generation.™ The electrical output in

10 negawatts at the terminals of a generator

11 "Nanepl ate capacity.” The nmaxi mum el ectrical generating

12 output, expressed in nmegawatts, which a generator can sustain

13 over a specified period of tine when not restricted by seasonal
14 or other deratings.

15 "Regi onal Greenhouse Gas Initiative." The cooperative effort
16 to reduce carbon dioxide em ssions entered into by the governors
17 of nine states through a Menorandum of Understandi ng signed on
18 Decenber 20, 2005.

19 Section 3. Carbon dioxide cap-and-trade program
20 (a) Established.--There is established in the departnent a
21 carbon di oxi de cap-and-trade programfor the purpose of reducing
22 carbon dioxide em ssions in this Commonweal th. Any carbon
23 dioxide budget unit shall be subject to the cap-and-trade
24 program except that a carbon di oxi de budget unit shall be
25 exenpt fromthe programif any of the follow ng apply:
26 (1) It is incapable of produci ng enough energy to
27 generate 25 negawatts or nore of electrical output.
28 (2) |Its sale of electricity to any power distribution
29 systemis |less than 10% of its gross electrical generation on
30 an annual basis. In calculating this percentage al
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1 electricity transmtted to the regional grid over the

2 facilities of a transmi ssion and distribution utility as a

3 result of verifiable conservation and denmand-si de managemnent
4 initiatives or any energency nandate of the regional

5 transm ssi on organi zation or |awful order of a governnental

6 authority shall not be included in the cal culation of annual
7 sal es.

8 (3) Fifty percent or nore of its annual heat input cones
9 fromthe conbustion of fuels other than fossil fuels.

10 (b) Allocation of annual carbon di oxi de em ssions

11 allowances.--1n inplenmenting the program established pursuant to
12 this section, the departnent shall allocate 100% of the annual
13 carbon di oxi de em ssions allowances for public benefit to

14 produce funds for carbon reduction and energy conservation, as
15 well as other projects that benefit electric users.

16 Section 4. Base annual carbon di oxi de em ssions budget.

17 The departnent shall establish a base annual carbon di oxide
18 em ssions budget based upon Statew de em ssions data for the

19 vyear ending Decenber 31, 2009. Begi nning January 1, 2015, the
20 annual anount of carbon di oxi de em ssions goal shall be
21 decreased 4% each year so that the decrease in annual carbon
22 dioxide emssions is 12% bel ow t he base annual carbon di oxi de
23 emnm ssions amount by Decenber 31, 2018.
24 Section 5. Energy and Carbon Savings Trust Fund.
25 (a) Establishnent.--The Energy and Carbon Savi ngs Trust Fund
26 is hereby established in the State Treasury to support the goals
27 and inplenmentation of the carbon di oxi de cap-and-trade program
28 established under section 3.
29 (b) Paynents.--Any revenue resulting fromthe sale of carbon

30 dioxide allowances and any forward capacity market or other
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1 capacity paynents fromthe regional transm ssions organization
2 shall be deposited in the fund. The fund shall not be used for

3 any other purpose, and noneys in the trust fund shall be held

4 for the purposes of benefiting consuners.

5 (c) Allocations.--The noneys of the fund shall be used to

6 support the follow ng prograns:

7 (1) Energy efficiency and denmand-si de managenent

8 prograns. These prograns shall include, but nay not be

9 l[imted to, inproving the electrical and thermal efficiency
10 of this Commonweal th's building stock through weatherization,
11 energy auditing, energy efficiency work force training,

12 grants and | oan progranms for energy efficiency and denmand-

13 si de managenent response neasure installation and for the

14 i ntegration of passive or active solar energy and ot her

15 renewabl e energy systens into a building envel ope.

16 (2) At least 25% of the noneys shall be used to assi st
17 | ow-i nconme residential consunmers as defined by the Departnent
18 of Public Wl fare. These noneys shall be used to suppl enent
19 the Low I ncone Heating Assistance Program and the Low | ncone
20 Weat heri zati on Program
21 (3) Notw thstandi ng paragraphs (1) and (2), any funds in
22 excess of the threshold process established by the departnment
23 and the conmm ssion for any all owance sal e nmade upon adopti on
24 of the regulations by the departnent that are deposited in
25 the fund shall be rebated to all electric ratepayers in this
26 Commonweal th on a per-kilowatt hour basis in a tinely manner
27 to be determ ned by the comm ssion.

28 Section 6. Regul ations.
29 No |later than January 1, 2010, the department, in
30 consultation with the Pennsylvania Public Utility Conm ssion,
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1 shall adopt any rules and regul ati ons necessary to inplenent the
2 cap-and-trade program established pursuant to section 3. The
3 rules and regulations shall include, but not be Ilimted to:
4 (1) The establishnent of a system for the annual
5 assignment, sale and distribution of carbon di oxi de em ssions
6 al | omances consistent with the carbon di oxi de em ssi ons
7 budget .
8 (2) The establishnent of carbon di oxi de budget unit
9 conpl i ance obligation accounts.
10 (3) The establishnent of carbon di oxide offset project
11 al | owance categories and requirenents.
12 (4) The inplenentation of a |icensing process for carbon
13 di oxi de budget units.
14 (5) The establishnent of a carbon di oxi de em ssions
15 al | owance tracki ng program
16 (6) The nmanagenent of the carbon dioxi de all owance
17 auction devel oped in coordination with other states and
18 jurisdictions in the Regional G eenhouse Gas Initiative.
19 Section 7. Effective date.
20 This act shall take effect inmediately.
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