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Foreword

The Council of State Governments (CSG) is pleased to bring you this Supplement edition
to the 2008 Suggested State Legislation, a valued series of compilations of draft legislation from
the states about topics of current interest and importance to the states. The CSG Committee on
Suggested State Legislation compiled this supplement as part of Oklahoma Governor Brad
Henry’s initiative as the 2007 CSG President, which focused on alternative, sustainable energy.

That initiative addressed America’s need to diversify its energy sources and the role states
can plan to make that happen. This Suggested State Legislation “Supplement” contains articles,
Suggested State Legislation drafts, recent state legislation, and state legislation from previous
SSL dockets, which address a variety of state policies to help generate power from renewable
sources and steps the states and consumers alike can take to conserve energy.

The Council of State Governments Daniel M. Sprague
Lexington, Kentucky Executive Director
Staff Acknowledgments

William K. Voit, Senior Project Director
Nancy J. Vickers, National Program Associate
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ABOUT THIS SUPPLEMENT

“The reality of periodic oil shortages, erratic fluctuations in gas prices, threats to our
economy and security, and growing environmental concerns illustrate the need for immediate
action.”

-- Gov. Brad Henry, CSG President, 2007

As our nation’s energy needs expand, and competition for resources from foreign
governments continues to grow, low-cost oil reserves will diminish and become more difficult to
discover and bring to market. In addition, policymakers have highlighted the economic,
environmental and national security consequences of relying on oil, natural gas and coal for the
majority of our electricity generation and liquid fuel needs. National attention therefore has
focused on achieving sustainable energy.

However, achieving sustainable energy is not without its challenges. Renewable energy
sources currently supply only 6 percent of our energy needs, and the United States imports 60
percent of its oil from foreign sources, many of which are hostile to our nation. There are,
however, steps state and local leaders can take to reduce our dependence on traditional sources of
energy and promote clean, secure, and economically viable energy.

But to achieve these goals policymakers must take a multifaceted approach that stresses
the importance of sustainable energy to their constituents and promotes renewable energy, energy
efficiency, the clean use of traditional sources and conservationism.

The CSG Committee on Suggested State Legislation produced this Supplement to the
2008 Volume of Suggested State Legislation as part of Gov. Henry’s initiative as President of the
The Council of State Governments in 2007. Generally, the legislation in this supplement:

. addresses the need for a balanced energy portfolio,

. explores the best practices in achieving abundant, economic, clean, and secure
energy in the 21st century, and

. highlights how state policymakers promote sustainable energy within their
communities.

Legislative summaries, “Statements,” and “Notes” in this Supplement are generally
excerpted from state legislative bill digests, legislative staff reports, and related public material.
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ENERGY TRENDS - OVERVIEW, STATE SOLUTIONS

The prevalent view among experts is that the world could reach peak oil production
capacity in the next 10 to 40 years. Likewise, natural gas supplies are projected to last about 50
years. Given these predictions and the push to reduce dependence on foreign energy sources,
alternative fuels such as ethanol, biodiesel and hydrogen are gaining prominence.

Compared with the rest of the world, people in the United States use large amounts of
energy, electronic devices, food, paper and natural resources. However, especially as gas prices
increase in this country, Americans are starting to pay more attention to energy conservation.

States play a central role in managing natural resources and protecting the environment,
including promoting energy conservation and renewable energy. Indeed, many states are taking
action to promote alternatives to oil and other fossil fuels. Several states offer incentive programs
to encourage the purchase of alternative fuel vehicles, the conversion of vehicles to run on
biofuels, and the installation and operation of fueling facilities to serve these vehicles. States are
looking at alternative energy not only as a power source, but also to fuel economic development.
However, as this industry grows, so does the need for best practices, model solutions and
incentives.

STATE SOLUTIONS

States’ Options to Encourage Energy Conservation — (Excerpted from Resource Management:
Sustaining Our Future - Trends in America: Navigating Turbulence to Success: 2005)

States are promoting energy conservation in a number of ways, including developing
standards to increase the energy efficiency of appliances and lighting. In addition, some states are
concentrating on increasing the efficiency of whole buildings through their green building
initiatives.

Promoting Energy Efficiency

New York enacted the Appliance and Equipment Energy Efficiency Standards Act of
2005. The measure establishes energy efficiency standards for appliances not included in the
National Appliance Energy Conservation Act of 1987. New York’s law sets energy efficiency
standards for ceiling fans and light kits, furnace air handlers, commercial washing machines,
commercial refrigerators, freezers and icemakers, floor lamps, unit heaters, reflector lamps, large
packaged air conditioning equipment and other commercial and household items. The Act also
calls on the state to develop energy efficiency standards for consumer products while they are in
standby mode.*?’

California’s law focuses on lighting. Beginning in October 2005, all new homes built in
the state must meet new rules that save at least 30 percent of an average home’s lighting costs.
This will be accomplished by requiring that fluorescent light fixtures provide at least half the light
in kitchens. Also, bathrooms, garages, laundry rooms and utility rooms must be lit by fluorescent
lights or incandescent lights with motion sensors.*?

Also, the California Public Utilities Commission recently agreed to spend $2 billion over
the next three years to provide consumer rebates of up to $600 for Energy Star appliances, Energy
audits, design assistance and equipment rebates designed to increase energy efficiency. State
officials hope for a $5 billion decrease in energy costs for homes and businesses and to eliminate
the need to construct three power plants.*?®

Some states are combining efficiency efforts with an emphasis on renewable energy. In
July 2005, Illinois adopted a Sustainable Energy Plan that calls for energy efficiency and
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renewable energy portfolio standards. The energy efficiency standard requires utilities to develop
and implement programs that reduce electricity consumption 10 percent by 2008 and 25 percent
by 2015. Utility companies must assist their customers in investing in energy-saving equipment
and other technologies.**

In April 2005, lowa Gov. Thomas Vilsack issued an executive order mandating state
agencies to increase their operational energy efficiency and renewable energy use. The executive
order requires state facilities to reduce their energy use 15 percent by 2010 through energy
efficiency measures. It also calls for the procurement of hybrid or alternative-fuel vehicles for
non-law enforcement state vehicles.**

Promoting Green Buildings

Some states are leading by example in terms of energy-efficient building. The
headquarters for New York’s Department of Environmental Conservation, for example, is
designed for optimal energy performance, and is expected to cost approximately 40 percent less
per year to operate than a typical building its size. More than half the cost of materials used in the
construction was spent on recycled supplies. And 20 percent of the materials were manufactured
within 500 miles of the site, which cut down on emissions released while transporting them.

The building that houses California’s Environmental Protection Agency is also a model of
green building principles. It maximizes natural light and uses special glass to conserve energy,
and employs super high efficiency/low-mercury lighting tubes and perimeter light sensors that
dim the lights in bright sunlight. The building uses solar panels, low-flow toilets, and special
paints and carpets that minimize or eliminate harmful emissions. Among other features, it has 25
electric vehicle charging stations and the capacity to add a natural gas powered fuel cell.

The California Public Utilities Commission approved in September 2005 funding of $230
million annually for the next three years for a Green Building Initiative to reduce energy
consumption in government buildings by 20 percent.**>

Washington passed a law in 2005 mandating that any new construction or remodeling of
state buildings of more than 5,000 square feet must achieve Silver LEED (Leadership in Energy
and Environmental Design) ratings.** Various types of laboratory facilities, hospitals, pumping
stations, and research facilities are the only exemptions. The Silver LEED rating is the third
highest rating for high-performance sustainable buildings, after Platinum and Gold.

New York’s Green Buildings Initiative encourages building owners and developers to
design, construct and operate buildings that are more in harmony with the environment. Executive
Order 111 further builds on this initiative by directing state agencies to be more energy efficient
and environmentally aware by setting new energy efficiency goals and practices, following
guidelines for the construction of green buildings, procuring energy efficient products, purchasing
power from renewable sources, procuring clean fuel vehicles and involving the participation of
other governmental entities. Additionally, New York is among the first states in the nation to
offer a tax incentive program for developers and builders of environmentally friendly
buildings.***

New York’s Green Building Tax Credit Program was signed into law in 2000. Since its
inception, the program has issued $25 million in tax credits for seven buildings. The law was
amended in 2005 to provide an additional $25 million in funding for up to $2 million in tax per
qualified building.*®
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CSG ACTION

CSG's 16-state Southern Legislative Conference adopted the following policy positions
about energy at its July 2007 meeting in Williamsburg, Virginia:

1. POLICY POSITION REGARDING FEDERAL RENEWABLE PORTFOLIO STANDARDS
Background

The production of electricity using renewable energy sources has become more
commonplace recently. In fact, over 20 states and the District of Columbia have adopted
renewable portfolio standards (RPS) programs based on their available resources. Nonetheless,
there is increasing pressure to adopt mandatory renewable portfolio standards at the federal and
state level. Despite current state RPS activity, Congress is considering adopting a federal RPS
mandate.

A federal mandate fails to recognize the significant differences among the states in terms
of available and cost-effective renewable energy resources, and the impact on consumers’ electric
bills.

Not all states have abundant traditional renewable energy resources or have them located
close enough to the load to render them cost effective. This is especially true in the South.
Moreover, some traditional resources such as wind face resistance because there is frequent
opposition to building huge wind turbines, concerns over cost impacts for additional transmission
needed and reliability concerns. As a result, wind energy projects are delayed and, in some cases,
cancelled. In other cases, the availability of other renewable resources, such as geothermal, are
even more limited.

The states that have adopted RPS programs not only have more resources available to
them, they have also included resources in their definitions of eligible renewable resources that
are not included in the mandate currently being discussed in Congress. Such resources include
power produced from solid waste, hydroelectric facilities, and coal waste. Some states even
include expenditures on demand-side management or alternative compliance payments.

Recommendation

Because availability and cost-effectiveness of renewable energy resources vary widely
among the states and regions, decisions regarding RPS programs should be left to the states, and
available and cost-effective renewable energy resource options should be considered.

The Southern Legislative Conference of The Council of State Governments urges
Congress to expressly allow each individual state to determine how renewable energy can be
reliably and cost effectively utilized within that state and forwards its position to the President of
the United States and the Secretary of Energy.

2. POLICY POSITION IN SUPPORT OF NUCLEAR POWER AND REFORM AND FULL
FUNDING OF THE YUCCA MOUNTAIN REPOSITORY PROGRAM

Background

Currently, the United States generates 20 percent of its electricity from nuclear power. In
the South, nuclear power makes up 19.3 percent of energy generation. New emission-free nuclear
power plants are essential to help meet growing demand for electricity and to preserve the fuel
and technology diversity that is the strength of the U.S. electric supply system. No other source of
electricity can provide the combined benefits of nuclear energy: large amounts of reliable and
low-cost electricity, long-term price stability, and clean air benefits.
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Nuclear power plants generate electricity to serve one in five homes and businesses in the
United States. The U.S. Department of Energy (DOE) forecasts that electricity demand in the
United States will increase by 50 percent by 2025. The South is the fastest growing region of the
country. According to the Nuclear Regulatory Commission, 24 of the 25 expected applications for
new reactor licenses will be in the 16 member states of the Southern Legislative Conference.

In 2002, the United States Congress approved, and the President signed into law,
legislation establishing Yucca Mountain in Nye County, Nevada, as the site for the development
of a repository for the disposal of spent nuclear fuel (SNF) and high-level waste (HLW).
Nationally, there are 121 sites in 39 states which are currently storing SNF and HLW destined for
geologic disposal at Yucca Mountain. Regionally, there are 45 reactors at 25 sites, in 13 of the 16
Southern Legislative Conference (SLC) states. According to 2002 population figures, in those
states, 24.4 million people live within 50 miles of a nuclear power plant.

The Nuclear Waste Policy Act of 1982 requires the DOE to build and operate a specially
designed disposal facility for SNF and HLW from commercial and defense activities. The federal
Nuclear Waste Fund (NWF) was established by Congress in 1982 and is funded by electricity
customers to pay for the disposal of used nuclear fuel from commercial power plants. Since 1983,
electricity consumers have committed more than $26 billion in fees to the NWF. Congress’s
current budgetary process is taking consumer money from the NWF and using it for other,
unrelated programs. The federal government defaulted on its obligation to begin moving used fuel
from power plants in 1998. In addition, over the past 11 years, Congress has provided $1.23
billion less than the program has requested. Recently, the U.S. House of Representatives
approved full funding of $494.5 million for the Yucca Mountain in FFY 2008. The Senate
Appropriations Committee approved $446.1 million for FFY 2008, almost $50 million less than
what was requested by the DOE.

While the government remains in default, electricity consumers are paying millions of
dollars for additional on-site storage in addition to the $26 billion already committed to the
repository program.

Recommendation

The Southern Legislative Conference of The Council of State Governments (SLC) urges
federal and state policymakers to espouse regulatory, legislative, and fiscal policies that support:

. reaffirmation of support for the development and funding of Yucca Mountain, as
the repository for the disposal of high-level waste and spent nuclear fuel;

. the review of the 77,000 metric ton limit to allow use of the mountain’s full
capacity, as determined by technical experts;

. support management of land in and around the repository that is most
advantageous to the proper operation of the Yucca Mountain program;

. mitigation of regulatory risks associated with the deployment of new advanced
reactors;

. investment stimulus to support new nuclear plant construction;

. funding for nuclear energy research and development, including engineering and
design work for advanced reactor designs; and

. reform of the Nuclear Waste Fund by restoring the fund to its original budgetary

status; thus ensuring that fees paid by electricity customers are used solely to pay for the used fuel
management program.

The Southern Legislative Conference of The Council of State Governments forwards its
position to the President of the United States, members of Congress and the Secretary of Energy.
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Renewable Energy Standards

Alternative Energy Portfolio Standards (2006 SSL)

This Act provides for the sale of electric energy generated from renewable and
environmentally beneficial sources, for the acquisition of electric energy generated from
renewable and environmentally beneficial sources by electric distribution and supply companies
and for the powers and duties of the state public utility commission.

The Act establishes a two-tiered portfolio standard to ensure that in 15 years, a
percentage of all of the energy generated in the state comes from clean and efficient sources. Tier
I requires a percentage of electricity sold at retail in the state to come from traditional renewable
sources such as solar photovoltaic energy, wind power, low-impact hydropower, geothermal
energy, biologically derived methane gas, fuel cells, biomass energy or coal-mine methane. Part
of the Tier | electricity must come from solar photovoltaic cells. Tier Il requires some of the
electricity to be generated from waste coal, distributed generation systems, demand-side
management, large-scale hydropower, municipal solid waste, generation from pulping and wood
manufacturing byproducts, and integrated combined coal gasification technology.

Submitted as:

Pennsylvania

SB 1030

Status: Enacted into law in 2004.

Suggested State Legislation
(Title, enacting clause, etc.)

Section 1. [Short Title.] This Act may be cited as “The Alternative Energy Portfolio
Standards Act.”

Section 2. [Definitions.] As used in this Act:

A. “Alternative energy credit” means a tradable instrument that is used to establish, verify
and monitor compliance with this Act. A unit of credit shall equal one megawatt hour of
electricity from an alternative energy source.

B. “Alternative energy portfolio standards” means standards establishing that a certain
amount of energy sold from alternative energy sources is included as part of the sources of
electric generation by electric utilities within this state.

C. “Alternative energy sources” shall include the following existing and new sources for
the production of electricity:

(1) solar photovoltaic or other solar electric energy.

(2) solar thermal energy.

(3) wind power.

(4) large-scale hydropower, which shall mean the production of electric power by
harnessing the hydroelectric potential of moving water impoundments, including pumped storage
that does not meet the requirements of low-impact hydropower under paragraph (5).

(5) low-impact hydropower, consisting of any technology that produces electric
power and that harnesses the hydroelectric potential of moving water impoundments, provided
such incremental hydroelectric development:

(i) does not adversely change existing impacts to aquatic systems;

16 CSG 2008 SSL Energy Supplement


http://ssl.csg.org/dockets/26cycle/2006B/26bbills/0326b01pa.pdf

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71

(i) meets the certification standards established by the Low Impact
Hydropower Institute and American Rivers, Inc., or their successors;

(iii) provides an adequate water flow for protection of aquatic life and for
safe and effective fish passage;

(iv) protects against erosion; and

(v) protects cultural and historic resources.

(6) geothermal energy, which shall mean electricity produced by extracting hot

water or steam from geothermal reserves in the earth's crust and supplied to steam turbines that
drive generators to produce electricity.

(7) biomass energy, which shall mean the generation of electricity utilizing the

following:
(i) organic material from a plant that is grown for the 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 lands does not prevent achievement of the water
quality protection, soil erosion prevention or wildlife enhancement purposes for which the land
was primarily set aside; or

(if) any solid nonhazardous, cellulosic waste material that is segregated
from other waste materials, such as waste pallets, crates and landscape or right-of-way tree
trimmings or agricultural sources, including orchard tree crops, vineyards, grain, legumes, sugar
and other crop by-products or residues.

(8) biologically derived methane gas, which shall include methane from the
anaerobic digestion of organic materials from yard waste, such as grass clippings and leaves, food
waste, animal waste and sewage sludge. The term also includes landfill methane gas.

(9) fuel cells, which shall mean any electrochemical device that converts chemical
energy in a hydrogen-rich fuel directly into electricity, heat and water without combustion.

(10) waste coal, which shall include the combustion of waste coal in facilities in
which the waste coal was disposed or abandoned prior to [July 31, 1982], or disposed of
thereafter in a permitted coal refuse disposal site regardless of when disposed of, and used to
generate electricity; or such other waste coal combustion meeting alternate eligibility
requirements established by regulation. Facilities combusting waste coal shall use at a minimum a
combined fluidized bed boiler and be outfitted with a limestone injection system and a fabric
filter particulate removal system. Alternative energy credits shall be calculated based upon the
proportion of waste coal utilized to produce electricity at the facility.

(11) coal mine methane, which shall mean methane gas emitting from abandoned
or working coal mines.

(12) demand side management consisting of the management of customer
consumption of electricity or the demand for electricity through the implementation of:

(i) energy efficiency technologies, management practices or other
strategies in residential, commercial, institutional or government customers that reduce electricity
consumption by those customers;

(ii) load management or demand response technologies, management
practices or other strategies in residential, commercial, industrial, institutional and government
customers that shift electric load from periods of higher demand to periods of lower demand; or

(iii) industrial by-product technologies consisting of the use of a by-
product from an industrial process, including the reuse of energy from exhaust gases or other
manufacturing by-products that are used in the direct production of electricity at the facility of a
customer.

(13) distributed generation system, which shall mean the small-scale power
generation of electricity and useful thermal energy.
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D. “Alternative energy system” means a facility or energy system that uses a form of
alternative energy source to generate electricity and delivers the electricity it generates to the
distribution system of an electric distribution company or to the transmission system operated by
a regional transmission organization.

E. “Commission” means the state [public utility commission].

F. “Cost recovery period” means the longer of:

(1) the period during which competitive transition charges under [insert citation]
(relating to competitive transition charge) or intangible transition charges under [insert citation]
(relating to approval of transition bonds) are recovered or the period during which an electric
bonds) are recovered; or

(2) the period during which an electric distribution company operates under a state
Public Utility Commission-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 [December 31, 2010].

G. “Customer-generator” means a nonutility owner or operator of a net metered distributed
generation system with a nameplate capacity of not greater than [50 kilowatts] if installed at a
residential service or not larger than [1,000 kilowatts] at other customer service locations, except
for customers whose systems are above [one megawatt and up to two megawatts] who make their
systems available to operate in parallel with the electric utility during grid emergencies as defined
by the regional transmission organization, or where a microgrid is in place for the purpose of
maintaining critical infrastructure, such as homeland security assignments, emergency services
facilities, hospitals, traffic signals, wastewater treatment plants or telecommunications facilities,
provided that technical rules for operating generators interconnected with facilities of an electric
distribution company, electric cooperative or municipal electric system have been promulgated by
the Institute of Electrical and Electronic Engineers and the state [public utility commission].

H. “Department” means the [department of environmental protection] of the state.

I. “Electric distribution company” means the term shall have the same meaning given to it
in [insert citation] (relating to restructuring of electric utility industry).

J. “Electric generation supplier” has the same meaning given to it in [insert citation]
(relating to restructuring of electric utility industry).

K. “Force majeure” means that upon its own initiative or upon a request of an electric
distribution company or an electric generator supplier, the [state public utility commission],
within [60 days], shall determine if alternative energy resources are reasonably available in the
marketplace in sufficient quantities for the electric distribution companies and electric generation
suppliers to meet their obligations for that reporting period under this Act. If the [commission]
determines that alternative energy resources are not reasonably available in sufficient quantities in
the marketplace for the electric distribution companies and electric generation suppliers to meet
their obligations under this Act, then the [commission] shall modify the underlying obligation of
the electric distribution company or electric generation supplier or recommend to the [general
assembly] that the underlying obligation be eliminated.

L. “Municipal solid waste” includes energy from existing waste to energy facilities which
the [Department of Environmental Protection] has determined are in compliance with current
environmental standards, including, but not limited to, all applicable requirements of the Clean
Air Act (69 Stat. 322,42 U.S.C. § 7401 et seq.) and associated permit restrictions, and all
applicable requirements of the Act of July 7, 1980 (P.L.380, N0.97), known as the Solid Waste
Management Act.

M. “Net metering” means measuring the difference between the electricity supplied by an
electric utility and the electricity generated by a customer-generator, when the renewable energy
generating system is intended primarily to offset part or all of the customer-generator's
requirements for electricity.
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N. “Regional transmission organization” means an entity approved by the Federal Energy
Regulatory Commission (FERC) that is created to operate and manage the electrical transmission
grids of the member electric transmission utilities as required under FERC Order 2000, Docket
No. RM99-2-000, FERC Chapter 31.089 (1999) or any successor organization approved by the
FERC.

O. “Reporting period” means the [12-month period from June 1 through May 31]. A
reporting year shall be numbered according to the calendar year in which it begins and ends.

P. “Retail electric customer” has the same meaning given to it in [insert citation] (relating
to restructuring of electric utility industry).

Q. “Tier | alternative energy source” means energy derived from:

(2) solar photovoltaic energy;
(2) wind power;
(3) low-impact hydropower;
(4) geothermal energy;
(5) biologically derived methane gas;
(6) fuel cells;
(7) biomass energy; or
(8) coal mine methane.
R. “Tier Il alternative energy source” means energy derived from:
(1) waste coal,
(2) distributed generation systems;
(3) demand-side management;
(4) large-scale hydropower;
(5) municipal solid waste;
(6) generation of electricity utilizing by-products of the pulping process and wood
manufacturing process including bark, wood chips, sawdust and lignin in spent pulping liquors; or
(7) integrated combined coal gasification technology.

S. “True-up period” means the period each year from the end of the reporting year until

[September 1].

Section 3. [Alternative Energy Portfolio Standards.]
A. General compliance and cost recovery.

(1) From the effective date of this Act through and including the [15th year] after
enactment of this Act, and each year thereafter, the electric energy sold by an electric distribution
company or electric generation supplier to retail electric customers in this state shall be comprised
of electricity generated from alternative energy sources, and in the percentage amounts as
described under subsections (B) and (C).

(2) Electric distribution companies and electric generation suppliers shall satisfy
both requirements set forth in subsections (B) and (C); provided, however, that an electric
distribution company or an electric generation supplier shall be excused from its obligations
under this section to the extent that the [commission] determines that force majeure exists.

(3) All costs for:

(i) the purchase of electricity generated from alternative energy sources,
including the costs of the regional transmission organization, in excess of the regional
transmission organization real-time locational marginal pricing, or its successor, at the delivery
point of the alternative energy source for the electrical production of the alternative energy
sources; and

(i) payments for alternative energy credits, in both cases that are
voluntarily acquired by an electric distribution company during the cost recovery period on behalf
of its customers shall be deferred as a regulatory asset by the electric distribution company and
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fully recovered, with a return on the unamortized balance, pursuant to an automatic energy
adjustment clause under [insert citation] (relating to sliding scale of rates; adjustments) as a cost
of generation supply [insert citation] (relating to duties of electric distribution companies), in the
[first year after the expiration of its cost recovery period]. After the cost recovery period, any
direct or indirect costs for the purchase by electric distribution of resources to comply with this
section, including, but not limited to, the purchase of electricity generated from alternative energy
sources, payments for alternative energy credits, cost of credits banked, payments to any third
party administrators for performance under this Act and costs levied by a regional transmission
organization to ensure that alternative energy sources are reliable, shall be recovered on a full and
current basis pursuant to an automatic energy adjustment clause under [insert citation] as a cost of
generation supply under [insert citation].
B. Tier | and solar photovoltaic shares.

(1) [Two years] after the effective date of this Act, at least [1.5%] of the electric
energy sold by an electric distribution company or electric generation supplier to retail electric
customers in this state shall be generated from Tier | alternative energy sources. Except as
provided in this section, the minimum percentage of electric energy required to be sold to retail
electric customers from alternative energy sources shall increase to [2%)] [three years] after the
effective date of this Act. The minimum percentage of electric energy required to be sold to retail
electric customers from alternative energy sources shall increase by at least [0.5%] each year so
that at least [8%] of the electric energy sold by an electric distribution company or electric
generation supplier to retail electric customers in that certificated territory in the [15th year] after
the effective date of this subsection is sold from Tier | alternative energy resources.

(2) Of the electric energy required to be sold from Tier | sources, the total
percentage that must be sold from solar photovoltaic technologies is for:

(i) years 1 through 4 - 0.0013%;

(ii) years 5 through 9 - 0.0203%;

(iii) years 10 through 14 - 0.2500%; and
(iv) years 15 and thereafter - 0.5000%.

(3) Upon commencement of the beginning of the [6th reporting year], the
[commission] shall undertake a review of the compliance by electric distribution companies and
electric generation suppliers with the requirements of this Act. The review shall also include the
status of alternative energy technologies within this state and the capacity to add additional
alternative energy resources. The [commission] shall use the results of this review to recommend
to the [legislature] additional compliance goals beyond year [15]. The [commission] shall work
with the [department] in evaluating the future alternative energy resource potential.

C. Tier Il share.
(1) Of the electrical energy required to be sold from alternative energy sources
identified in Tier 1, the percentage that must be from these technologies is for:
(i) years 1 Through 4 - 4.2%);
(it) years 5 Through 9 - 6.2%;
(iii) years 10 Through 14 - 8.2%; and
(iv) years 15 And Thereafter - 10.0%.
D. Exemption during cost-recovery period.

(1) Compliance with subsections (A), (B) and (C) shall not be required for any
electric distribution company 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 company that
has not reached the end of its cost-recovery period. At the conclusion of an electric distribution
company's cost-recovery period, this exception shall no longer apply, and compliance shall be
required at the percentages in effect at that time. Electric distribution companies and electric
generation suppliers whose sales are exempted under this subsection and who voluntarily sell
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electricity generated from Tier | and Tier Il sources during the cost-recovery period may bank
credits consistent with subsection (E)(7).
E. Alternative energy credits.

(1) The [commission] shall establish an alternative energy credits program as
needed to implement this Act. The provision of services pursuant to this section shall be exempt
from the competitive procurement procedures of [insert citation] (relating to procurement).

(2) The [commission] shall approve an independent entity to serve as the
[alternative energy credits program administrator]. The [administrator] shall have those powers
and duties assigned by [commission] regulations. Such powers and duties shall include, but not be
limited to, the following:

(i) create and administer an alternative energy credits certification,
tracking and reporting program. This program should include, at a minimum, a process for
qualifying alternative energy systems and determining the manner credits can be created,
accounted for, transferred and retired.

(i1) submit reports to the [commission] at such times and in such manner as
the [commission] shall direct.

(3) All qualifying alternative energy systems must include a qualifying meter to
record the cumulative electric production to verify the advanced energy credit value. Qualifying
meters will be approved by the [commission] as defined in paragraph (4).

4) (i) An electric distribution company or electric generation supplier shall
comply with the applicable requirements of this section by purchasing sufficient alternative
energy credits and submitting documentation of compliance to the [program administrator].

(i) For purposes of this subsection, one alternative energy credit shall
represent one megawatt hour of qualified alternative electric generation, whether self-generated,
purchased along with the electric commodity or separately through a tradable instrument and
otherwise meeting the requirements of [commission] regulations and the [program administrator].

(5) The alternative energy credits program shall include provisions requiring a
reporting period as defined in section 2 for all covered entities under this Act. The alternative
energy credits program shall 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 required number of
alternative energy credits or to make up any shortfall of the alternative energy credits they may be
required to obtain to comply with this Act. A force majeure provision shall also be provided for
under the true-up period provisions.

(6) An electric distribution company and electric generation supplier may bank or
place in reserve alternative energy credits produced in [one reporting year] for compliance in
either or both of the [two subsequent reporting years], subject to the limitations set forth in this
subsection and provided that the electric distribution company and electric generation supplier are
in compliance for all previous reporting years. In addition, the electric distribution company and
electric generation supplier shall demonstrate to the satisfaction of the [commission] that such
credits:

(i) were in excess of the alternative energy credits needed for compliance in
the year in which they were generated and that such excess credits have not previously been used
for compliance under this Act;

(if) were produced by the generation of electrical energy by alternative
energy sources and sold to retail customers during the year in which they were generated; and

(ili) have not otherwise been nor will be sold, retired, claimed or
represented as part of satisfying compliance with alternative or renewable energy portfolio
standards in other states.

(7) An electric distribution company or an electric generation supplier with sales
that are exempted under subsection D may bank credits for retail sales of electricity generated
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from Tier | and Tier 1l sources made prior to the end of the cost-recovery period and after the
effective date of this Act. Bankable credits shall be limited to credits associated with electricity
sold from Tier I and Tier Il sources during a reporting year which exceeds the volume of sales
from such sources by an electric distribution company or electric generation supplier during the
[12-month] period immediately preceding the effective date of this Act. All credits banked under
this subsection shall be available for compliance with subsections B and C for no more than [two
reporting years] following the conclusion of the cost-recovery period.

(8) The [commission] or its designee shall develop a registry of pertinent
information regarding all available alternative energy credits, credit transactions among electric
distribution companies and electric generation suppliers, the number 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 companies, electric generation suppliers and
the general public on the status of alternative energy credits created, sold or transferred within
this state.

(9) The [commission] may impose an administrative fee on an alternative energy
credit transaction. The amount of this fee may not exceed the actual direct cost of processing the
transaction by the alternative energy credits administrator. The [commission] is authorized to use
up to [5%] of the alternative compliance fees generated under subsection F for administrative
expenses directly associated with this Act.

(10) The [commission] shall establish regulations governing the verification and
tracking of energy efficiency and demand-side management measures pursuant to this Act, which
shall include benefits to all utility customer classes. When developing regulations, the
[commission] must give reasonable consideration to existing and proposed regulations and rules
in existence in the regional transmission organizations that manage the transmission system in
any part of this state. All verified reductions shall accrue credits starting with the passage of this
Act.

(11) The [commission] shall within [120 days] of the effective date of this Act
develop a depreciation schedule for alternative energy credits created through demand-side
management, energy efficiency and load management technologies and shall develop standards
for tracking and verifying savings from energy efficiency, load management and demand-side
management measures. The [commission] shall allow for a [60-day] public comment period and
shall issue final standards within [30 days] of the close of the public comment period.

F. Alternative compliance payment.

(1) At the end of each program year, the [program administrator] shall provide a
report to the [commission] and to each covered electric distribution company showing their status
level of alternative energy acquisition.

(2) The [commission] shall conduct a review of each determination made under
subsections B and C. If, after notice and hearing, the [commission] determines that an electric
distribution company or electric generation supplier has failed to comply with subsections B and
C, the [commission] shall impose an alternative compliance payment on that company or
supplier.

(3) The alternative compliance payment, with the exception of the solar
photovoltaic share compliance requirement set forth in subsection B2, shall be [$45] times the
number of additional alternative energy credits needed in order to comply with subsection B or C.

(4) The alternative compliance payment for the solar photovoltaic share shall be
[200%)] of the average market value of solar renewable energy credits sold during the reporting
period within the service region of the regional transmission organization.

(5) The [commission] shall establish a process to provide for, at least [annually], a
review of the alternative energy market within this state and the service territories of the regional
transmission organizations that manage the transmission system in any part of this state. The
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[commission] will use the results of this study to identify any needed changes to the cost
associated with the alternative compliance payment program. The [commission] may raise the
cost defined in this Act. If the [commission] finds that the costs associated with alternative
compliance payment program must be changed, the [commission] shall present these findings to
the [legislature] for legislative enactment.

G. Transfer to sustainable development funds.

(1) Notwithstanding the provisions of [insert citation] (relating to disposition,
appropriation and disbursement of assessments and fees) and [insert citation] (relating to
disposition of fines and penalties), alternative compliance payments imposed pursuant to this Act
shall be paid into the state’s [sustainable energy funds], created under the [commission’s]
restructuring orders under [insert citation] (relating to restructuring of electric utility industry).
Alternative compliance payments shall be paid into a [special fund] of the [state sustainable
energy board], established by the [commission] under [insert citation], and made available to the
[regional sustainable energy funds] under procedures and guidelines approved by the [state
energy board].

(2) The alternative compliance payments shall be utilized solely for projects that
will increase the amount of electric energy generated from alternative energy resources for
purposes of compliance with subsections B and C.

H. Nonseverability. The provisions of subsection (A) are declared to be nonseverable. If
any provision of subsection (A) is held invalid, the remaining provisions of this Act shall be void.

Section 4. [Portfolio Requirements in Other States.] If an electric distribution supplier or
electric generation company provider sells electricity in any other state and is subject to
renewable energy portfolio requirements in that state, they shall list any such requirement and
shall indicate how it satisfied those renewable energy portfolio requirements. To prevent double-
counting, the electric distribution supplier or electric generation company shall not satisfy this
state’s alternative energy portfolio requirements using alternative energy used to satisfy another
state's portfolio requirements. Energy derived only from alternative energy sources inside the
geographical boundaries of this state or within the service territory of any regional transmission
organization that manages the transmission system in any part of this state shall be eligible to
meet the compliance requirements under this Act. Electric distribution companies and electric
generation suppliers shall document that this energy was not used to satisfy another state's
renewable energy portfolio standards.

Section 5. [Interconnection Standards for Customer-Generator Facilities.] The
[commission] shall develop technical and net metering interconnection rules for customer-
generators intending to operate renewable onsite generators in parallel with the electric utility
grid, consistent with rules defined in other states within the service region of the regional
transmission organization that manages the transmission system in any part of this state. The
[commission] shall convene a stakeholder process to develop statewide technical and net
metering rules for customer-generators. The [commission] shall develop these rules within [nine
months] of the effective date of this Act.

Section 6. [Health and Safety Standards.] The [department] shall cooperate with the state
[department of labor and industry] as necessary in developing health and safety standards, as
needed, regarding facilities generating energy from alternative energy sources. The [department]
shall establish appropriate and reasonable health and safety standards to ensure uniform and
proper compliance with this act by owners and operators of facilities generating energy from
alternative energy sources as defined in this Act.
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Section 7. [Interagency Responsibilities.]
A. [Commission] responsibilities.

(1) The [commission] will carry out the responsibilities delineated within this Act.
The [commission] also shall, in cooperation with the [department], conduct an ongoing
alternative energy resources planning assessment for this state. This assessment will, at a
minimum, identify current and operating alternative energy facilities, the potential to add future
alternative energy generating capacity, and the conditions of the alternative energy marketplace.
The assessment will identify needed methods to maintain or increase the relative competitiveness
of the alternative energy market within this state.

B. [Department] responsibilities.

(1) The [department] shall ensure that all qualified alternative energy sources
meet all applicable environmental standards and shall verify that an alternative energy source
meets the standards set forth in section 2.

C. Cooperation between [commission] and [department].

(1) The [commission] and the [department] shall work cooperatively to monitor
the performance of all aspects of this Act and will provide an annual report to the [legislature].
The report shall include at a minimum:

(i) the status of the compliance with the provisions of this Act by electric
distribution companies and electric generations suppliers;

(i) current costs of alternative energy on a per kilowatt hour basis for all
alternative energy technology types;

(iii) costs associated with the alternative energy credits program under this
Act, including the number of alternative compliance payments;

(iv) the status of the alternative energy marketplace within this state; and

(v) recommendations for program improvements.

Section 8. [Rural Electric Cooperatives.] Each rural electric cooperative operating within
this state shall offer to its retail customers a voluntary program of energy efficiency and demand-
side management programs, as a means to satisfy compliance with the requirements of this Act.

Section 9. [Severability.] [Insert severability clause.]

Section 10. [Repealer.] [Insert repealer clause.]

Section 11. [Effective Date.] [Insert effective date.]
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Incentives for Energy Independence Statement

Kentucky House Bill 1, which became law in 2007:
. provides a sales tax credit for energy-efficiency projects;

. expands a coal tax credit to alternative fuel facilities and gasification facilities;

. increases a cap for a biodiesel credit,

. establishes tax credits for ethanol and cellulosic ethanol;

o provides administrative direction for the ethanol credits;

o provides for a transfer of cap among the ethanol credits;

o encourages the state finance and administration cabinet to use the LEED or Green
Globe rating systems and to incorporate ENERGY STAR products into state procurements;

. encourages a review of utility usage in state-owned property;

. requires a strategy for a cleaner state vehicle fleet;

. establishes the Governor's Office of Energy Policy;

o allows the Governor's Office of Energy Policy to expend state funds for
preliminary work on sites;

. establishes the Kentucky Alternative Fuel and Renewable Energy Program and
Fund;

. directs the Kentucky Legislative Research Commission staff to conduct a study on
energy-efficient building and design practices and a study on carbon dioxide management;

. establishes an energy technology career track program in schools;

. makes recommendations about creating a Center for Renewable Energy Research
and Environmental Stewardship;

. appropriates money to the Kentucky Geological Survey for carbon sequestration
and enhanced oil recovery research;

o appropriates money to a state Center for Applied Energy Research to do
alternative fuel production technology research;

. appropriates money to the Kentucky Department of Education for an energy
technology career track program; and

o appropriates money to establish an economic development bond pool to fund

energy projects.

Submitted as:

Kentucky

HB 1

Status: Enacted into law in 2007.
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Renewable Energy Standards Note

Colorado

Colorado Chapter 60 of 2007 makes several statutory changes to a renewable energy
initiative (Amendment 37) passed by state voters in 2004. Specifically, Chapter 60 expands the
definitions of a “qualifying retail utility” to include all utilities, except municipally owned utilities
(MOUs) serving less than 40,000 customers, and “eligible energy sources” to include recycled
energy. The bill raises the standard for electricity generation from eligible energy sources for
investor-owned utilities (I0Us) from:

. 3 to 5 percent for 2008 through 2010;

. 6 to 10 percent for 2011 through 2014;

. 10 to 15 percent for 2015 though 2019; and

o 10 to 20 percent for 2020 and after.

The bill also establishes a new standard for electricity generation from eligible energy
sources for rural electric cooperatives (RECs), and (MOUSs) serving over 40,000 customers at:

o 1 percent for 2008 through 2010;

o 3 percent for 2011 through 2014;

. 6 percent for 2015 through 2019;

. 10 percent for 2020 and after.

With regard to standard compliance, the bill establishes bonuses for certain types of
generation facilities. For all qualifying utilities, each kilowatt-hour of eligible electricity
generated from a community-based project as defined in the bill will count as 1.5 kilowatt-hours.
For RECs and MOUs, each kilowatt-hour generated from solar generation technologies that
produce electricity before FY 2015-16 will count as 3 kilowatt-hours. However, utilities may take
advantage of only one bonus for each kilowatt-hour of generated electricity. For 10Us and
MOUs, the maximum allowable retail rate impact from meeting the standard is raised from 1 to 2
percent of the total electric bill annually for each customer.

The bill allows utilities to develop and own up to 25 percent of total new eligible energy
resources as utility rate-based property if such resources can be built at a reasonable cost
compared to similar eligible energy resources available on the market. If a utility demonstrates its
proposal provides significant economic development, employment or energy security benefits, a
utility can own between 25 and 50 percent of total new eligible energy resources.

New Mexico

New Mexico SB 43, which became law in 2004, establishes a requirement that investor-
owned electric utilities meet a “renewable portfolio standard requirement” by having renewable
energy comprise no less than 5 percent of retail sales by 2006, increasing 1 percent per year and
leveling off at 10 percent by 2011. “Renewable energy” is defined as electric energy generated
from resources such as solar, wind, hydropower, geothermal or biomass, but does not include
fossil fuel or nuclear energy. For the most part, the bill places the existing Public Regulation
Commission (PRC) Rule #573 into statute. PRC Rule #573 requires the above renewable
portfolio standards, which do not apply to rural electric cooperatives or municipal electric
utilities.

Furthermore, the purpose of the bill is to ensure the achievement of the “renewable
portfolio standard requirement” is at a reasonable cost to the utility and subsequently the
ratepayer. The bill sets the amounts of renewable energy the public utilities shall sell to retail
customers by certain dates, allows public utilities to recover costs of complying with the bill
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through the ratemaking process, and protects public utilities and their ratepayers from renewable
energy costs above a “reasonable cost threshold.”

The bill requires the PRC to establish the “reasonable cost threshold,” through hearings
and research, by December 31, 2004. If the cost of renewable energy generation is above this
PRC threshold, the public utility will not be required to add renewable energy to its supply
portfolio. The PRC is required to consider specific factors to set the threshold, including the
impact on overall rates, portfolio diversity, reliability, and availability of resources.

If good cause is shown, industrial and commercial customers can also be subject to a
reduced “renewable portfolio standard requirement.” By September 1 of each year until 2012, a
public utility would be required to file a report with the PRC on its purchases of renewable energy
in the previous year, and show that its plans for future purchases are the least cost renewable
resource. The PRC would then approve or modify procurement plans via hearings and the
ratemaking process.

Lastly, language is included to reduce the Renewable Portfolio Standard (RPS) for
nongovernmental customers at a single location or facility with consumption exceeding ten
million kilowatt-hours per year (10,000,000 kwh/yr). This provision essentially covers the large
consumers of electricity (i.e. manufacturers and other large businesses).

The number of kilowatt-hours of electricity from renewable sources procured for these
customers is to be limited so that the additional cost of the RPS to each customer does not exceed
the lower of 1 percent of that customer’s annual electric charges or forty-nine thousand dollars
($49,000).

This procurement limit criterion is then increased by 1/5 percent or ten thousand dollars
($10,000) per year until a certain date, then remains fixed at the lower of 2 percent of the
customer’s annual electric charges or ninety thousand dollars ($90,000). Clarification is then
provided that the preceding language in no way affects a public utility’s right to recover all
reasonable costs of complying with the RPS. The Substitute also provides the PRC the authority
to defer recovery of the costs of complying with the PRS, including carrying charges.

New Mexico SB 418, which became law in 2007 mandates Rural Electric Cooperatives
(RECs) to include 10% renewable energy into their supply. Existing Renewable Portfolio
Standards (RPS) for independently owned electric utilities are increased to 25% by 2021. The Act
adds energy efficiency programs into the RPS. RECs may increase fees to meet the requirements
of the bill. The bill adds definitions for a municipality, renewable energy certificate, and
renewable purchased power agreement in the Renewable Energy Act.

The Act includes a new requirement for the distribution cooperative to report to its
membership a summary of its purchases and generation of renewable energy. This ensures the
distribution of renewable energy education and membership awareness of the RPS.

This Act further requires that starting on January 1, 2009 all renewable energy certificates
used to meet the renewable portfolio standard be registered with a renewable information system
to create and track ownership of the certificates for verification and protection from multiple
counting of the same renewable energy certificates.

The legislation allows the PRC to open a docket for public utility applications for the
purpose of identifying disincentives that discourage utility investment in energy efficiency and
authorizes appropriate rule-making mechanisms to eliminate disincentives. RECs may also collect
a renewable energy and conservation fee up to one percent of the customer’s bill, not to exceed
$75,000 annually for any customer. These funds may only be spent on projects to promote
renewable energy, load management or energy efficiency. The PRC would establish a financial
incentive program to encourage public utilities to implement cost-effective energy efficiency
programs. The bill defines an “energy efficiency certificate.” Energy efficiency certificates may
be used in the same manner as renewable energy certificates by a public utility for not more than
5% of the RPS.
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Minnesota

Minnesota Chapter 3/ S.F. No. 4, Laws of Minnesota, enacted in 2007, amends the state’s
Renewable Energy Objectives (REO) that sets a target for 16 electric utilities in the state
regarding the proportion of electric generation based on renewable resources, including wind,
hydroelectric, biomass, and others. The current target is 10 percent of these utilities' retail electric
sales generated from renewable sources by 2015. Utilities subject to the statute serve the vast
majority of the state's retail electric customers. They include all investor-owned utilities,
generation and transmission cooperatives and municipal power agencies; municipal utilities and
cooperative electric associations are not covered by the law.

The Act requires utilities to make a “good faith effort” to meet an REO of 7 percent by
2010. It sets mandatory standards for percentage of electricity that must be generated from
eligible technologies, for all other utilities subject to the statute.

The Act requires the state Public Utilities Commission (PUC) to modify or delay the
implementation of a standard if it determines such action is in the public interest. In evaluating
that threshold, the commission is to consider:

. impacts on utility costs, including competitive pressures on customers;
effects on system reliability;
technical concerns;
delays in acquiring sites/routes due to rejection or permitting approval;
non-delivery of needed equipment;
transmission constraints; and
other statutory obligations of the commission or a utility.

With respect to the first three factors, implementation may be modified or delayed only if
the commission finds these impacts are significant. For the other factors, circumstances must be
beyond the utility's control. A utility seeking a delay or modification must submit a plan for
compliance with the standard in the same proceeding.

The Act requires the commission to establish a renewable energy credit trading system by
January 1, 2008, and sets conditions regarding the credits. All utilities are required to participate
in a credit-tracking system approved by the commission.

The bill requires the commission to regularly investigate compliance with the objectives
and standards. It gives the commission discretionary authority to order a noncompliant utility to
construct facilities or purchase energy or renewable energy credits to achieve compliance. If a
utility does not comply with such an order, the commission may impose a financial penalty, not to
exceed the cost of compliance.

The Act requires utilities to develop plans to enhance the transmission network to meet
the standards. Utilities must meet regularly with stakeholders experienced in transmission
engineering and renewable energy generation, and must submit a report to the commission by
that:

. identifies critical issues to be addressed,

) includes a comprehensive conceptual planning guide and specific transmission line
proposals necessary to support the standards; and

o contains a 5-year action plan that identifies specific actions that must be taken to

implement proposals and further develop transmission plans.

The Act repeals a requirement that public and municipal utilities and cooperative electric
associations offer customers “green pricing” programs that allow them to choose to purchase
renewable and high-efficiency, low-emissions, distributed energy for some or all of their energy
demand, so long as these customers pay the full cost of obtaining energy from these sources.
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