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AN ACT

Amrending Title 75 (Vehicles) of the Pennsylvani a Consoli dated

Statutes, further providing for alternative fuels
definitions, for the Alternative Fuels Incentive Gant Fund,
for reports and for appropriation to the Departnent of
Environnmental Protection; providing for allocation fromthe
O and Gas Lease Fund and for the Alternative Fue
Production Grant Program and providing for a noratorium on
alternative fuels tax

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. Sections 7201, 7202, 7203 and 7204 of Title 75 of

t he Pennsyl vani a Consol i dated Statutes are anmended to read:

§ 7201. 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:

"Al cohols.” Fuels conposed of 85% et hanol or methanol and

15% gasol i ne.

["Alternative fuels.” Mtor vehicle fuels and fuel systens
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whi ch when conpared to conventional gasoline or refornmnulated
gasoline, will result in |ower em ssions of oxides of nitrogen,
vol ati |l e organi ¢ conpounds, carbon nonoxide or particul ates or
any conbination thereof. These shall include conpressed natural
gas (CNG, liquified natural gas (LNG, liquid propane gas
(LPG, alcohols (ethanol - e85 and nethanol - nB5), hydrogen,
hyt hane (a conbi nati on of CNG and hydrogen) and electricity.]

"Alternative fuel." A notor vehicle fuel which, when

conpared to conventi onal gasoline or refornul ated gasoline, wll

result in | ower em ssions of oxides of nitrogen (NOx), volatile

organi ¢ conpounds (VOC), carbon nonoxide (CO), particul ates or

any conbi nati on thereof. These include conpressed natural gas

(CNG), liqguified natural gas (LNG, liquid petrol eum or propane

gas (LPG, al cohols, hydrogen, hythane (H2 and CNG,

electricity, coal-derived liquid fuels, fuels derived from

bi ol ogi cal materials and other fuels that the Secretary of

Energy deternines by rule as neeting the requirenents of section

301 of the Energy Policy Act of 1992 (Public Law 102-486, 42

U.S.C. 8§ 13211 (2)).

"Alternative fueled hybrid vehicle." A vehicle that uses an

alternative fuel to produce electricity, which in turn powers an

electric drive notor for vehicle propul sion.

"Bi-fuel” or "dual-fuel."” Vehicles that operate on an
alternative fuel and gasoline or an alternative fuel and diesel
fuel .

"Dedi cated alternative fuel vehicle." A vehicle which runs

exclusively on an alternative fuel. This termincludes original
equi pnment manuf acturer vehicl es.

"Departnent."” The Departnent of Environnental Protection of

t he Conmmopnweal t h.
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"Diesel fuel.”" D esel engine fuel and all other |iquids
suitable for the generation of power for the propul sion of notor
vehi cl es except gasoli ne.

"Fund."” The Alternative Fuels Incentive G ant Fund.

"Gallon." The quantity of fluid or liquid at a tenperature
of 60 degrees Fahrenheit necessary to conpletely fill a United
States standard gallon |iquid nmeasure.

"Gasoline."” The sane as a notor fuel and al so neans every
liquid petrol eum product, or conbination thereof, other than
sol vents having an Atnospheric Pressure Index gravity of 46
degrees or above at a tenperature of 60 degrees Fahrenheit and
at atnospheric pressure and includes drip, casinghead or natural
gasoline. The termincludes liquid of |ess than 46 degrees
At nospheric Pressure Index gravity at a tenperature of 60
degrees Fahrenheit conpounded, bl ended, manufactured or
ot herwi se produced by m xing or bl ending gasoline or solvents
with blending materials when the bl ended product can be used for
generating power in internal combustion engines.

"Gasoline fueled hybrid vehicle." A vehicle that uses

gasoline to produce electricity, which in turn powers an

electric drive notor for vehicle propul sion.

"Incremental cost." The difference between the purchase

price of [a dedicated] an alternative fuel vehicle and the

purchase price of a gasoline-only fuel ed vehicle.

"OCEM " The original equipnment manufacturer.

"OCEM vehicle.” A vehicle originally manufactured to run
exclusively on an alternative fuel.

"PEQ." The Pennsylvania Energy Ofice.

"Retrofit.” Installing an alternative fuel systeminto an

exi sting gasoline fuel ed vehicle.
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§ 7202. Alternative Fuels Incentive G ant Fund.

(a) Establishnent.--There is hereby established a separate
account in the State Treasury to be known as the Alternative
Fuel s Incentive G ant Fund. This fund shall be adm nistered by
the [ PEQQ departnment. The fund shall consist of that portion of
revenues collected under the utilities gross receipts tax as set
forth in section 7204 (relating to appropriation).

(b) Expenditures.--

(1) Mneys fromthe fund shall be expended by the [ PEQ
departnent as grants to school districts, nunicipal
authorities, political subdivisions, nonprofit entities and
corporations or partnerships incorporated or registered in
this Cormonweal th and to residents of this Conmmonwealth to
nmeet 60% of the expenses relative to retrofitting vehicles to
operate on alternative fuels as either a bi-fuel, dual-fuel
or dedicated vehicle, including the increnmental cost of
pur chase of dedicated vehicles and to neet 60% of the cost to
install the necessary fueling equipnment. Two years after the
effective date of this chapter and for every two-year period
thereafter, the grant funding anmount offered by the [ PEQ
departnment shall be reduced 10% until it reaches 20% of the
retrofit cost where it will remain until econom c or other

conditions warrant it be changed.

(1.1) W©Moneys shall be expended to neet:

(i) 90% of the increnental cost of purchase of a

dedi cated alternative fuel vehicle or an alternative

fuel ed hybrid vehicle.

(ii) 90% of the expenses relating to retrofitting a

vehicle to operate as a dedi cated alternative fuel
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(iii) 70%of the increnental cost of purchase of a

dual -fuel or gasoline fuel ed hybrid vehicle.

(iv) 70%of the expenses relating to retrofitting a

vehicle to operate as a dual -fuel vehicle.

(v) 70% of the cost to install the necessary

refueling equipnent at a facility owed and operated by a

school district, nunicipal authority or political

subdi vi si on.

(vi) 70%of the cost to install the necessary

refueling equipnent at a facility owed and operated by a

corporation, partnership or nonprofit entity that pernits

public access to the facility.

(vii) 50%of the cost to install the necessary

refueling equipnent at a facility owed and operated by a

corporation, partnership or nonprofit entity whi ch does

not permt public access to the facility.

(1.2) WMoneys shall be expended as grants to institutions

of postsecondary educati on approved by the departnent to neet

10% of the expenses relative to establishing alternative fuel

vehicle training centers with nenbership in the Nati onal

Al ternative Fuels Traini ng Consorti um

(1.3) Moneys shall be expended as grants to qualified

alternative fuel producers as provided for in section 7206

(relating to Alternati ve Fuel Producti on G ant Program

(2) No nore than 5% of the fund may be used to
adm ni ster the provisions of this chapter.

(3) No nore than 10% of the fund may go to any one
school district, nmunicipal authority, political subdivision,
nonprofit entity, corporation or partnership in any one year,

provi ded that the total anobunt of grants made to grant
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recipients within a political subdivision in a year shall not
exceed 15% of the fund.

(4) Moneys shall be expended only to the extent that

noneys are available in the fund.

(c) Regulatory powers.--The [ PEQ departnent shal
pronul gate regul ati ons necessary to carry out the provisions of
this chapter which shall include a nmethod by which grant
applications will be prioritized according but not limted to
the follow ng goals and/or criteria:
(1) The inprovenent of this Conmonwealth's air quality.
(2) The fulfillnment of the State's requirenments under
the Clean Air Act (Public Law 95-95, 42 U S.C. § 7401 et
seq. ).
(3) The protection of this Comopnweal th's natural
environnment, including |and, water and wildlife.
(4) The advancenent of econonic devel opnent in this
Commonweal th and the pronotion of this Commonweal th's
i ndi genous resources.
(5) The reduction of this Commonweal th's dependence on
i mported crude oil and ot her petrol eum products.
(6) The nost cost-effective use of private and public
f undi ng.
(7) The transfer and commercialization of innovative
ener gy technol ogi es.
§ 7203. Reports.
[(a) Annual report.--]1The [ PEQQ departnent shall annually
make a report to the CGeneral Assenbly on the activities
undertaken pursuant to this chapter, including the nunber of

grants awarded and ot her expenditures fromthe fund.

[(b) Special report.--The Departnent of Revenue, in
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consultation with the PEO and the Departnent of Transportation,
shall submt a report to the General Assenbly within two years
after the effective date of this chapter which anal yzes the

i npact of alternatively fueled vehicles on revenue from State
taxes on notor fuels at the tine and projected five years into
the future and make recomrendati ons on nechani sns to replace any
revenue | osses. |

§ 7204. Appropriation.

There is hereby allocated fromthe General Fund, on an annual
basi s, an anount equal to 0.25 mlls of the utilities' gross
recei pts tax collected during each fiscal year under Article Xl
of the act of March 4, 1971 (P.L.6, No.2), known as the Tax
Ref orm Code of 1971. Al noneys in this fund are hereby

appropriated to the [Pennsylvania Energy O fice] Departnent of

Environnental Protection on a continuing basis to carry out this

chapter.
Section 2. Title 75 is anmended by addi ng sections to read:

8 7204.1. Special allocation.

Not wi t hst andi ng any other provision of law to the contrary,

there is hereby allocated fromthe G| and Gas Lease Fund to the

Al ternative Fuels Incentive Gant Fund an anount equal to 5% of

the rents and royalties fromnatural gas drilling on State-owned

| ands occurring on or after July 1, 2002.

8§ 7206. Alternative Fuel Production G ant Program

(a) Establishnent.--There is hereby established the

Al ternati ve Fuel Producti on Grant Program

(b)Y Application.--Any qualified alternative fuel producer

wi shing to obtain a grant shall submt a witten application to

the departnment not |ater than 15 days prior to the first day of

the nonth for which the grant i s sought. The applicati on shal
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i ncl ude:

(1) The | ocation of the Pennsyl vania qualified

alternative fuel producer

(2) The average nunber of citizens of Pennsyl vani a

enpl oyed by the qualified alternati ve fuel producer in the

precedi ng quarter, if applicabl e.

(3) The nunber of gallons of qualified alternative fuel

t he producer expects to manufacture during the nonth for

which the grant is appli ed.

(4) The nane and address of the surety conpany and

anount of bond to be posted pursuant to subsection (d).

(5) Any other informati on deened necessary by the

departnent to adequately ensure that alternative fuel

producti on grants shall be nade only to Pennsyl vani a

qualified alternati ve fuel producers.

(c) Gants.--A qualified alternative fuel producer shall be

eligible for a nonthly grant fromthe fund for a period of tine

not exceedi ng 60 nont hs. Each qualified alternative fuel

producer shall be eligible for a total grant in any cal endar

vear equal to 20¢ per gallon for 12,500,000 gallons of qualified

alternative fuel in the cal endar year plus 5¢ per gallon for the

next 12,500,000 gallons of qualified alternative fuel in the

cal endar year. All such qualified alternative fuel produced by a

Pennsyl vania qualified alternati ve fuel producer in excess of

25, 000, 000 gall ons shall not be applied to the conputati on of a

grant pursuant to this section. The departnent shall pay al

grants for a particular nonth by the 15th day after recei pt and

approval of the application. |If actual production of qualified

alternative fuel during a particular nonth either exceeds or is

| ess than that estimated by a Pennsyl vania qualified alternative
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fuel producer, the departnent shall adjust the subseguent

nmont hly grant by payi ng an addi ti onal anobunt or subtracti ng the

anmount in deficiency by using the cal cul ati on described in this

secti on.

(d) Requl ations.--The departnent shall pronul gate rul es and

requl ati ons necessary for the adm nistration of this section.

The department shall al so establish procedures for bondi ng

Pennsyl vania qualified alternati ve fuel producers. Each

Pennsyl vani a al ternati ve fuel producer who attenpts to obtain

noneys pursuant to this section shall be bonded in an anpbunt not

to exceed the estimated nonthly grant to be i ssued to such

Pennsyl vania qualified alternati ve fuel producer.

(e) Decision in witing.--The decision of the departnment to

approve or di sapprove an applicati on pursuant to subsecti on (c)

shall be in witing, and, if it approves the application, it

shall state the naxi rum anmount of the grant. A copy of the

deci sion of the departnent shall be transnmtted to the Governor.

(f) Definition.--As used in this section, the term

"qualified alternative fuel producer" neans any producer of an

alternative fuel whose principal place of business and facility

for the production of an alternative fuel is |located within this

Commpnweal th and whi ch has nade fornmal application, posted a

bond and conforned to the requirenents of this section.

Section 3. The definition of "alternative fuels" in section
9002 of Title 75 is anended to read:
§ 9002. 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:

"Alternative [fuels.”™ Natural gas, conpressed natural gas

20030H0120B0168 - 9 -



© 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

(CNG, liquified natural gas (LNG, liquid propane gas and
liquified petroleumgas (LPG, alcohols, gasoline-al cohol

m xtures containing at |east 85% al cohol by vol unme, hydrogen,
hyt hane, electricity and any other fuel used to propel notor

vehi cl es on the public highways which is not taxable as fuels or

liquid fuels under this chapter.] fuel." A notor vehicle fuel,

whi ch, when conpared to conventi onal gasoline or refornul ated

gasoline, will result in | ower em ssions of oxides of nitrogen

(NOx), volatile organi c conpounds (VOC), carbon nonoxi de (CO,

particul ates or any conbi nati on thereof. These i ncl ude

conpressed natural gas (CNG, liquified natural gas (LNG

l'i quid petrol eum or propane gas (LPG, al cohols, hydrogen,

hyt hane (H2 and CNG, electricity, coal -derived |liquid fuels,

fuels derived frombiological materials and other fuels that the

Secretary of Enerqy determnes by rule as neeting the

requi renents of section 301 of the Enerqy Policy Act of 1992

(Public Law 102-486, 42 U.S. C. 8§ 13211(2)).

* * %

Section 4. Section 9004(d) of Title 75 is amended to read:
8§ 9004. Inposition of tax, exenptions and deducti ons.

* x *
(d) Alternative fuels tax.--

(1) A tax is hereby inposed upon alternative fuels used
to propel vehicles of any kind or character on the public
hi ghways. The rate of tax applicable to each alternative fuel
shall be conputed by the departnment on a gall on equival ent
basi s and shall be published as necessary by notice in the
Pennsyl vani a Bul | eti n.

(2) The tax inposed in this section upon alternative

fuels shall be reported and paid to the departnent by each
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1 alternative fuel deal er-user rather than by distributors

2 under this chapter simlar to the manner in which

3 distributors are required to report and pay the tax on liquid
4 fuels and fuels, and the licensing and bondi ng provisions of
5 this chapter shall be applicable to alternative fuel deal er-
6 users. The departnment nmay permt alternative fuel dealer-

7 users to report the tax due for reporting periods greater

8 than one nonth up to an annual basis provided the tax is

9 prepaid on the estimated anmount of alternative fuel to be

10 used in such extended period. The bondi ng requirenents may be
11 wai ved by the departnment where the tax has been prepaid.

12 (3) The tax_ inposed under this subsection shall not

13 apply to and is hereby waived for the period beginning

14 January 1, 2003, and ending Decenber 31, 2012.

15 * x *

16 Section 5. This act shall take effect imediately.
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