10

11

12

13

14

15

16

17

18

19

BILL AS PASSED THE HOUSE H.40
2015 Page 1 of 108
H.40

Introduced by Representatives Klein of East Montpelier and Ellis of
Waterbury

Referred to Committee on

Date:

Subject: Energy; public service; climate change; greenhouse gas emissions;

renewable generation

Statement of purpose of bill as introduced: This bill proposes to repeal the

Sustainably Priced Energy Enterprise Development Program, effective July 1,

2015. It also proposes, for effect in 2017, to create a Renewable Energy

Standard and Energy Transformation (RESET) Program for electric utilities

that contains three elements:

e The bill would convert Vermont’s existing total renewables targets for
those utilities into a requirement to own renewable energy or renewable
energy credits (RECs) from renewable energy plants. These targets
would become total renewable energy requirements.

e The bill would require ownership of specified amounts of renewable
energy or RECs from smaller scale distributed renewable generation,

which would count toward the total renewable energy requirement.

VT LEG #303053 v.7
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e The bill would establish an energy transformation requirement that
utilities would meet through distributed renewable generation or

projects that reduce Vermont’s fossil fuel consumption, or both.

An act relating to establishing a renewable energy standard and energy
transformation program

It is hereby enacted by the General Assembly of the State of Vermont:

* * * Renewable Energy Standard and Energy
Transformation Program * * *

Sec. 1. 30 WS.A. § 8002 is amended to read:

8 8002. DEFINI

As used in this chap

* * *

(3) “CPI” means the Consumr Price Index for all urban consumers,

designated as “CPI-U,” in the northeast ragion, as published by the U.S.

Department of Labor, Bureau of Labor Statisti

* * *

VT LEG #303053 v.7
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displacement of a nonrenewable energy source.
) “EXisting renewable energy” means renewable energy produced by a
plant that §ame into service prior to or on Becember-31-2004 June 30, 2015.
* * *
(13) “New ¥enewable energy” means renewable energy produced by a

specific and identifiaBbe plant coming into service after Becember31,-2004

June 30, 2015.

(A) Energy from wihin a system of generating plants that includes
renewable energy shall not constute new renewable energy, regardless of
whether the system includes specific\plants that came or come into service
after Becember-31-2004 June 30, 2015.

(B) “New renewable energy” also Nay include the additional energy
from an existing renewable energy plant retrofittied with advanced technologies
or otherwise operated, modified, or expanded to inchgase the kwWh output of the
plant in excess of an historical baseline established by calculating the average
output of that plant for the 10-year period that ended Becember-31,-2004

June 30, 2015. If the production of new renewable energy throdgh changes in

operations, modification, or expansion involves combustion of the Msource,
the system also must result in an incrementally higher level of energy

conversion efficiency or significantly reduced emissions.

VT LEG #303053 v.7



10

11

12

13

14

15

16

17

18

19

20

BILL AS PASSED THE HOUSE H.40
2015 Page 4 of 108

(17) “Renewable energy” means energy produced using a technology
that reles on a resource that is being consumed at a harvest rate at or below its
natural regeneration rate.

(A) Ror purposes of this subdivision (17), methane gas and other
flammable gases pyoduced by the decay of sewage treatment plant wastes or
landfill wastes and arfgerobic digestion of agricultural products, byproducts, or
wastes shall be considere¥ renewable energy resources, but no form of solid
waste, other than agriculturalNQr silvicultural waste, shall be considered
renewable.

(B) For purposes of this subdivision (17), no form of nuclear fuel
shall be considered renewable.

(C) The only portion of electricity yroduced by a system of
generating resources that shall be considered rengwable is that portion
generated by a technology that qualifies as renewablg under this
subdivision (17).

(D) The Board by rule may add technologies or te§hnology
categories to the definition of “renewable energy,” provided thaX technologies
using the following fuels shall not be considered renewable energyupplies:

coal, oil, propane, and natural gas.

VT LEG #303053 v.7
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refewable energy” or “new renewable energy.”
* * *
(19)\“Retail electricity provider” or “provider” means a company
engaged in th&\distribution or sale of electricity directly to the public.
(20) “SREBD Standard Offer Facilitator” means an entity appointed by

005(h subsection 8005a(a) of this title.

the Board pursuant to\subeivision

(21) -.“! eSOt Fee > Meai on - a asoy ac in tho D N

Nroo m-@ a aYa¥a nae Q on-200 a h ath maea aYaWala\dTa alalla
HOG1Hd o ° &\ tHHO SAvAY. O a S >

are-attached: [Repealed.]

(22) “Tradeable renewable energy\credits” means all of the
environmental attributes associated with a sixgle unit of energy generated by a
renewable energy source where:

(A) those attributes are transferred or recoNjed separately from that
unit of energy;

(B) the party claiming ownership of the tradeable ¥enewable energy
credits has acquired the exclusive legal ownership of all, and nog less than all,
the environmental attributes associated with that unit of energy; and

(C) exclusive legal ownership can be verified through an audNable

contract path or pursuant to the system established or authorized by the Boyd

VT LEG #303053 v.7
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(24\“Customer” means a retail electric consumer.

(25) “Exergy transformation project” means an undertaking that

provides enerqgy-rilated goods or services but does not include or consist of the

generation of eIect%&v and that results in a net reduction in fossil fuel

consumption by the cuémers of a retail electricity provider and in the

emission of greenhouse qag\attributable to that consumption. Examples of

enerqy transformation DFOiECtS>ﬁV include home weatherization or other

thermal enerqy efficiency measure&ir source or geothermal heat pumps;

electric vehicle charging stations; and inKastructure for the storage of

renewable energy on the electric grid.

(26) “RESET Program” means the Renewable Energy Standard and

Energy Transformation Program established undexections 8004 and 8005 of

this title.

VT LEG #303053 v.7
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§ £004. RENEWABLEPORTFOLIO-STANDARDSFOR SALES OF

ELECTRIC ENERGY; RENEWABLE ENERGY STANDARD AND

ERGY TRANSFORMATION (RESET) PROGRAM

(a) Excephas otherwise provided-in-section

8001 -of this-title-no Kstablishment; requirements. The RESET Program is

established. Under thi%@qram, a retail electricity provider shall not sell or

otherwise provide or offer to'sell or provide electricity in the State of Vermont

without ownership of sufficient eQergy produced by renewable reseurees-as

lams or sufficient tradeable renewable

ener

energy credits from plants whose energyNs capable of delivery in Vermont that

reflect the required amounts of renewable engrgy as previded-for-in-subsection

{b)-of-this set forth in section 8005 of this title oNwithout support of energy

transformation projects in accordance with that sectiQn. in-the-caseof

mamha 0 ne\/ermont2uUb i Powe HTaTal AVAFA harif No ran aman a
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neW-renewablereseurees—TFhe A retail electricity provider may meet this

eguirdprent the required amounts of renewable energy through eligible pew

tradeable lnewable energy credits, rew eligible renewable energy resources
with renewably energy credits still attached, or a combination of those credits

and resources. Nretatl-electricitv-providershal-be-reguired-to-provide—n

{d)(b) Rules and procedures. The Board shall prevideby-erde e,

adopt the regutations rules and procedures that are necedgary to allow the
Board and the Department to implement and supervise furthgr the
implementation and maintenance of a renewable portfolio standgrd. In its

rules, the Board may allow a provider that has met the required amdunt of

renewable energy in a given year to retain tradeable renewable enerqy\[edits

VT LEG #303053 v.7
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&uired amount of renewable energy in one of the following two years.

{e)(g) Alternative compliance payment. In lieu of-erin-additionto

purchasikrenewable energy or tradeable renewable energy credits or

supporting %[qv transformation projects to satisfy the pertfelie requirements

of this section Q\section 8005 of this title, a retail electricity provider in this

State may pay to the ¥ermont Clean Energy Development Fund established

under section 8015 of thij\title an-ameunt-perkWh-as-established-by-the Board

ent at the applicable rate set forth in section

an alternative compliance pa

8005. As-an-alte '.,‘ he Boadd-ma\.reauire-anv-nropotrtion-of-this-amoun

(d) VPPSA members. In the case of members of the Vermont Public

Power Supply Authority, the requirements oft}s chapter may be met in the

VT LEG #303053 v.7
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(a) Categories\ This section specifies three cateqgories of required resources

to meet the requirem\qts of the RESET Program established in section 8004 of

this title: total renewat%enerqy, distributed renewable generation, and energy

transformation.

“4)(1) Total

(A) Purpose; establishment\ To encourage the economic and

renewable energy. Fhis

environmental benefits of renewable eéxgv, this subdivision establishes, as

, fox the RESET program, minimum

total amounts of tetal renewable energy within tNe supply portfolio of each

retail electricity provider. To satisfy this requiremext, a provider may use

renewable energy with environmental attributes attac@or tradeable

renewable energy credits generated by any renewable ent%y plant whose

enerqy is capable of delivery in Vermont.

A)B) Required amounts. The target amounts of total reNewable

energy established required by this subsection shall be 55 percent of eagh retail

electricity provider’s annual electric sales during the year beginning January 1,

VT LEG #303053 v.7
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sulsequent January 1 thereafter; until reaching 75 percent on and after

January 1, 2032.

>
9
D
D
D
D
QO
-,
D
D
D
»
P,
D
QO
QO
O
DO
D
D

(C) Relationship to other categories. Distributed renewable

generation used to meet the requireme%\of subdivision (2) of this subsection

shall also count toward the requirements chqis subdivision. However, an

enerqy transformation project under subdivisio\n(B) of this subsection shall not

count toward the requirements of this subdivision.

(2) Distributed renewable generation.

(A) Purpose; establishment. This subsection estatlishes a distributed

renewable generation category for the RESET program. This cateqory

encourages the use of distributed generation to support the reliab%\( of the

State’s electric system; reduce line losses: contribute to avoiding or c&rring

improvements to that system necessitated by transmission or distribution

VT LEG #303053 v.7
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&(em. This category requires the use of renewable energy for these purposes

to rediice environmental and health impacts from air emissions that would

result froX\usinq other forms of generation.

(B) Nefinition. As used in this section, “distributed renewable

generation” me%one of the following:

(i) a reéwable energy plant that is new renewable energy; has a

plant capacity of five MVX or less; and

(D is directhonnected to the subtransmission or distribution

system of a Vermont retail eleék;ity provider: or

(1D is directly conr&ed to the transmission system of an

electric company required to submit a&nsmission System Plan under

subsection 218c(d) of this title, if the plank\part of a plan approved by the

Board to avoid or defer a transmission system irfprovement needed to address

a transmission system reliability deficiency identiéd and analyzed in that

Plan; or

(ii) a net metering system approved under the farmer section 219a

or under section 8010 of this title if the system is new renewabl® energy and

the interconnecting retail electricity provider owns and retires thekgstem’s

environmental attributes.

VT LEG #303053 v.7
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renewable generation shall be one percent of each retail electricity provider’s

ann&electric sales during the year beginning January 1, 2017, increasing by

an addi%\al three-fifths of a percent each subsequent January 1 until reaching

10 percent %nd after January 1, 2032.

(D) Distxibuted generation greater than five MW. On petition of a

retail electricity prchsier, the Board may for a given year allow the provider to

employ a renewable eneXw plant with a plant capacity greater than five MW to

satisfy the distributed rene@hle generation requirement if the plant would

qualify as distributed renewabmueneration but for its plant capacity and the

provider demonstrates that it is unablg during that year to meet the requirement

solely with qualifying renewable energy¥ylants of five MW or less.

(3) Enerqy transformation.

(A) Purpose; establishment. This subsgction establishes an energy

transformation cateqory for the RESET proqram.\xis category encourages

Vermont retail electricity providers to support additiona\distributed renewable

generation or, at less cost than such generation, to supportxmer projects to

reduce fossil fuel consumed by their customers and the emissioR of greenhouse

gases attributable to that consumption. A retail electricity provider\nay satisfy

the enerqy transformation requirement through distributed renewable

VT LEG #303053 v.7
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q\e\eration and projects.

(B) Required amounts. For the enerqy transformation category, the

required axaounts shall be two percent of each retail electricity provider’s

annual elecAsales during the year beginning January 1, 2017, increasing by

an additional twoXhirds of a percent each subsequent January 1 until reaching

12 percent on and a%( January 1, 2032.

Q) Eliqibilitv\siteria. For an energy transformation project to be

eligible under this subdivisioN (a)(3):

0] implementatio%(the project shall have commenced on or

after January 1, 2015; and

(ii) the project shall:

(1) over its life, result in a ne\reduction in fossil fuel consumed

by the provider’s customers and in the emissi&f oreenhouse gases

attributable to that consumption, whether or not tt&uel is supplied by the

provider;

(1D _meet the need for its good or services atkhe lowest present

value life cycle cost, including environmental and economic cods; and

(11D cost less per MWH than the purchase of tradeakle

renewable energy credits for distributed renewable generation.

VT LEG #303053 v.7
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aphlication of the energy transformation project to a provider’s annual

req%ent, the provider shall convert the net reduction in fossil fuel

consump\qn resulting from the provider’s support of the energy

transformati}\proiect to a MWH equivalent of electric energy, in accordance

with rules adopted\by the Board. The conversion shall use the most recent

year’s approximateﬁet rate for electricity net generation from the total fossil

fuels category as reporé\by the U.S. Energy Information Administration in its

Monthly Energy Review.

(E) Other sources.

(i) An enerqy transformation project under this subdivision (3)

shall deliver services through persons otNer than a retail electricity provider

unless one of the following applies:

(1) Service delivery through the dDrovider is more cost-effective

than delivery by another person or there is no perQ\other than the provider

willing and able to deliver the services.

(1N Implementation of the energy transformytion project

commenced before July 1. 2015 and the project’s service delivexy was by a

provider.

(ii) An energy transformation project may provide incremextal

support to a program authorized under Vermont statute that meets the

VT LEG #303053 v.7



10

11

12

13

14

15

16

17

18

19

20

BILL AS PASSED THE HOUSE H.40
2015 Page 21 of 108

a\&itional amount of service supported and shall not take credit for that

pro%’s regularly budgeted or approved investments.

Rules. The Board shall adopt rules to carry out this

subsection AThese rules shall include each of the following:

(i) The conversion methodology in accordance with

subdivision (3)(D)o\\his subsection (a).

(ii) A procedwre for prior approval of energy transformation

projects by the Board or its ignee. This procedure shall ensure that each of

these projects meets the requireﬁﬁnts of this subsection (a) and need not

consist of individual review of eachuerqy transformation project prior to

implementation as long as the mechan%q ensures those requirements are met.

(iii) A mechanism to ensure pb’odic verification of an energy

transformation project’s claimed fossil fuel red\&tions, avoided greenhouse gas

emissions, conversion to MWH equivalent, cost-e}éctiveness and, if

applicable, energy savings.

(iv) Provisions to ensure the coordinated delivexy of enerqy

transformation projects with the delivery of similar services, indluding

low-income weatherization programs, entities that fund and supp}\affordable

housing, enerqy efficiency programs delivered under section 209 of mtitle,

VT LEG #303053 v.7
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(v) Provisions to ensure that, if an enerqy transformation project

will increage the use of electric enerqy, the project incorporates best practices

for demand mynagement and will use technologies appropriate for \Vermont.

(vi) Aprocedure under which a provider may withdraw from or

terminate, in an or@ manner, an ongoing energy transformation project that

no longer meets the equkility criteria because of changes in the price of

tradeable renewable energy ckedits or another factor beyond the control of the

project and the provider.

(4) Alternative compliance ratss.

(A) The alternative compliaréxpavment rates for the categories

established by this subsection (a) shall be:

(i) total renewable energy requiremant — $0.01 per kWh; and

(ii) distributed renewable qeneration% energy transformation

requirements — $0.07 per KWh.

(B) The Board shall adjust these rates for inflatior\annually

commencing January 1, 2018, using the CPI.

(b) Reduced amounts; providers; 100 percent renewable.

(1) The provisions of this subsection shall apply to a retail electricity

provider that:

VT LEG #303053 v.7
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of'knerqgy produced by its own generation facilities, or both, to an amount of

renewable energy equal to or more than 100 percent of its anticipated total

retail elé(ic sales in 2017, regardless of whether the provider owned the

environmer%attributes of that renewable energy; and

(B) comwnencing April 1, 2015, owns and has retired tradeable

renewable energy (%ﬁts monitored and traded on the New England

Generation Informatio&stem or otherwise approved by the Board equivalent

to 100 percent of the provié\’s total retail sales of electricity, calculated as an

average on an annual basis.

(2) A provider meeting the reduirements of subdivision (1) of this

subsection may:

(A) satisfy the distributed renewab¥e generation requirement of this

section through the amount of renewable enerk‘aenerated by net metering

systems within its service territory; and

(B) if the Board has appointed the provider as\n energy efficiency

entity under subsection 209(d) of this title, propose to theéhard to reduce the

enerqy transformation requirement that would otherwise appho the provider

under this section.

VT LEG #303053 v.7
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(D) _ThAo
L

pxoosal in connection with a periodic submission made by the provider

pursuagt to its appointment under subsection 209(d) of this title.

(ii) The Board may approve a proposal under this subdivision (B)

if it finds that?

(D\the energy transformation requirement that would otherwise

apply under this seé&n exceeds the technical potential for cost-effective

energy transformation prdiects in the provider’s service territory that meet the

eligibility criteria for thesc}qiects under this section; and

(1D _the reduced energy transformation requirement proposed

by the provider is not less than the&ount sufficient to ensure the provider’s

deployment or support of energy trans%\nation projects that will acquire that

technical potential.

(iii) The measure of cost-effectivenss under this subdivision (B)

shall be the alternative compliance payment rate stlished in this section for

the enerqy transformation requirement.

(c) Biomass.

(1) Distributed renewable generation that employs biomags to produce

electricity shall be eligible to count toward a provider’s distribut%@newable

generation or energy transformation requirement only if the plant prodices
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k{ority of the enerqy recovered from the plant is thermal energy.

) Distributed renewable generation and energy transformation projects

that empkv biomass to produce energy shall comply with harvesting and

procureme&%andards adopted by the Commissioner of Forests, Parks and

Recreation under Y0 V.S.A. § 2751.

(d) Low-impac%ﬁropower. A hydroelectric renewable energy plant shall

be eligible to satisfy th&(stributed renewable generation or energy

transformation requirement oxly if, in addition to meeting the definition of

distributed renewable qeneratiAlhe plant is and continues to be certified by

the Low-impact Hydropower Instimof Portland, Maine.

Na ran ala NA-Nrocan Q N aMlalaVaYald a O\A aTa¥ll B¥a a ala a¥al
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Sec. 4. 30 V.S.A. § 8005a is am&qded to read:
8 8005a. SPEED; STANDARD OFRER PROGRAM

(a) Establishment. A standard offer pyogram is established within-the
SPEEDprogram. To achieve the goals of segtion 8001 of this title, the Board
shall issue standard offers for renewable energy Rlants that meet the eligibility
requirements of this section. The Board shall impleRpent these standard offers

through-the SREED-facHitater by rule, order, or contrachand shall appoint a

Standard Offer Facilitator assist in this implementation. %\the purpose of

this section, the Board and the Standard Offer Facilitator constitte

instrumentalities of the State.
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sectiol\

(1) W contract shall be transferable. The contract transferee shall notify
the SPEED Styndard Offer Facilitator of the contract transfer within 30 days of
transfer.

(2) The Standard Offer Facilitator shall distribute the electricity

purchased to the VermonWretail electricity providers at the price paid to the
plant owners, allocated to the\providers based on their pro rata share of total
Vermont retail kWh sales for the\previous calendar year, and the Vermont
retail electricity providers shall accept and pay the SREED Standard Offer
Facilitator for the electricity. However, Nuring any given calendar year:

(A) Calculation of pro rata shares dder this subdivision (2) shall
include an adjustment in the allocation to a provider if one or more of the
provider’s customers created greenhouse gas reductiQn credits under section
8006a of this title that are used to reduce the size of the ynnual increase under
subdivision (c)(1)(C)(adjustment; greenhouse gas reduction\gredits) of this
section. The adjustment shall ensure that any and all benefits oxcosts from the
use of such credits flow to the provider whose customers created thy credits.

The savings that a provider realizes as a result of this application of gr
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{»)

créqted the credits.
(B) A retail electricity provider shall be exempt and wholly relieved

from the raguirements of this subdivision and-subdivision-8005(b}X5)

equirementiQ-purchase-standard-offerpower) of this title if, during the
immediately precdding 12-month period ending October 31, the amount of
renewable energy supRlied to the provider by generation owned by or under
contract to the provider, regardless of whether the provider owned the energy’s
environmental attributes, was\not less than the amount of energy sold by the
provider to its retail customers.

(3) The SPEED Standard Offex Facilitator shall transfer the

environmental attributes, including any tkadeable renewable energy credits, of
electricity purchased under standard offer cogtracts to the Vermont retail
electricity providers in accordance with their proyrata share of the costs for
such electricity as determined under subdivision (2)\Qf this subsection (k),
except that in the case of a plant using methane from agNcultural operations,
the plant owner shall retain such attributes and credits to be\gold separately at

the owner’s discretion. It shall be a condition of a standard offé issued under

this section that tradeable renewable energy credits associated wit\hﬁ plant that

accepts the standard offer are owned by the retail electric providers rbghasinq
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providers in accongance with their pro rata share of the costs for such
electricity as determined under subdivision (2) of this subsection (k).

(5) All reasonable ®psts of a Vermont retail electricity provider incurred
under this subsection shall bé\included in the provider’s revenue requirement
for purposes of ratemaking undeNsections 218, 218d, 225, and 227 of this title.
In including such costs, the Board shyll appropriately account for any credits
received under subdivisions (3) and (4) & this subsection (k). Costs included
in a retail electricity provider’s revenue requitement under this subdivision (5)
shall be allocated to the provider’s ratepayers as\Jirected by the beard Board.

(I) SREED Standard Offer Facilitator; expenses;\Rayments. With respect to
standard offers under this section, the Board shall

(1) Betermine determine a SREED Standard Offer F
reasonable expenses arising from its role and the allocation of the expenses

among plant owners and Vermont retail electricity providers:;
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an ex

SPEED Standyrd Offer Facilitator by the Vermont retail electricity providers

for energy distrib&ed to them under executed contracts for standard offers:;
(4) Establish eXablish reporting requirements of a SREED Standard

Offer Facilitator, a plant dyvner, and a VVermont retail electricity provider.

(n) Wood biomass. Weed In\gddition to the other requirements of this

section, wood biomass resources

SPEED-reseurees may receive a standard\offer under this section only if they
have a design system efficiency (the sum of Yull load design thermal output and

electric output divided by the heat input) of at Iegst 50 percent.

VT LEG #303053 v.7
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(r) \State: nonliability. The State and its instrumentalities shall not be liable

toa plakwner or retail electricity provider with respect to any matter related

to the standar®offer program, including costs associated with a standard offer

contract or any daxages arising from the breach of such a contract, the flow of

power between a p%(and the electric grid, or the interconnection of a plant to

that grid.

Sec. 5. INTENT; AMENDMENT OF 30 V.S.A. 8 8005a

The General Assembly’s interX in the amendments to 30 V.S.A. 8§ 8005a set

forth in Sec. 4 of this act is to clark(he text because of the repeal of the

Sustainably Priced Energy Enterprise &velopment Program in Sec. 3 of this

act and to move provisions relating to theé&dard offer program from

30 V.S.A. 8§ 8005 into section 8005a. The Ge%el Assembly does not intend

any provision of this act to be interpreted as a subéqtive change to the

standard offer program.

Sec. 6. 30 V.S.A. § 8005h is amended to read:

8 8005h. RENEWABLE ENERGY PROGRAMS; BIENNIALNREPORT
(@) On or before January 15, 2013, and no later than every seco
January 15 thereafter through January 15, 2033, the Board shall file a r

with the General Assembly in accordance with this section. The Board sh
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10

11

12

13

14

15

16

17

18

19

20

21

BILL AS PASSED THE HOUSE H.40
2015 Page 32 of 108

(b) Thareport under this section shall include at least each of the
following:
(1) The retayl sales, in kWh, of electricity in Vermont during the
preceding calendar yeqr. The report shall include the statewide total and the

total sold by each retail elgctricity provider.

es Each retail electricity provider’s

required amount of renewable engrgy during the preceding calendar year for

each cateqgory of the RESET Proq%\as set forth in section 8005 of this title.

(3) For the preceding calendar yea, the amounts of renewable energy

and tradeable renewable enerqy credits elhﬂe to satisfy the requirements of

sections 8004 and 8005 of this title actually owred by the Vermont retail

electricity providers, expressed as a percentage of reétail kwWh sales. The report
shall include the statewide total and the total owned by 8ach retail electricity

provider for each of these amounts and shall discuss the progress of each

provider toward achieving the-goeals-and-targets-of subsection-8805(d{(SP

each of the cateqories set forth in section 8005 of this title. Fherepgrtto-be

e,
B
O
O
U
I
L
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jiects undertaken pursuant to section 8005 of this title, their costs, their

claikd avoided fossil fuel consumption and greenhouse gas emissions, and, if

applica%xclaimed energy savings.

A Llaalaab-TdVAa aTals ---

annualenarav-aeneraNon—of each- SPEED resource within-the nroo

(4) A summary of We activities of the standard offer program under
section 8005a of this title, in®luding the number of plants participating in the
program, the prices paid by the pxpgram, and the plant capacity and average
annual energy generation of the parti§ipating plants. The report shall present
this information as totals for all particip2§jng plants and by category of
renewable energy technology. The report al8p shall identify the number of
applications received, the number of participating plants under contract, and
the number of participating plants actually in servics

(5) An assessment of the energy efficiency and regewable energy
markets and recommendations to the General Assembly reggrding strategies
that may be necessary to encourage the use of these resources t&help meet
upcoming supply requirements.

(6) An assessment of whether Vermont retail electric rates are riS{ng

faster than inflation as measured by the CPI, and a comparison of Vermont¥
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avrage rates have risen more than 0.2 percentage points per year faster than
inflatid over the preceding two or more years, the report shall include an
assessmerK,of the contributions to rate increases from various sources, such as
the costs of erngrgy and capacity, costs due to construction of transmission and
distribution infrasygucture, and costs due to compliance with the requirements
of section 8005a (SREEDpregram; standard offer) of this title. Specific
consideration shall be given to the price of renewable energy and the diversity,
reliability, availability, dispatgh flexibility, and full life cycle cost, including
environmental benefits and greerouse gas reductions, on a net present value
basis of renewable energy resources 8yvailable from suppliers. The report shall
include any recommendations for statutoxy change that arise from this
assessment. If electric rates have increased pimarily due to cost increases
attributable to nonrenewable sources of electriciby or to the electric
transmission or distribution systems, the report shalNnclude a recommendation
regarding whether to increase the size of the annual increase described in
subdivision 8005a(c)(1)(standard offer; cumulative capacity, pace) of this title.
(7)(A) An assessment of whether strict compliance with ¥e

requirements of section 8005a (SPEED-pregram; standard offer) of\his title:
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(i1) will cause retail rate increases particular to one or more

providers; or

(iii) Will impair the ability of one or more providers to meet the
public’s need for enefgy services in the manner set forth under subdivision
218c(a)(1) of this title (Ieyst-cost integrated planning).

(B) Based on this a¢essment, consideration of whether statutory
changes should be made to grant'\groviders additional flexibility in meeting
requirements of section 8005a of this\itle.

(8) Any recommendations for stathtory change related to sections 8004,
8005, and 8005a of this title.
Sec. 7. 30 V.S.A. § 8006 is amended to read:
8 8006. TRADEABLE CREDITS
(a) The Board shall establish or adopt a system of tradeable renewable
energy credits for renewable resources that may be earned Dy electric

generation qualifying for the renewables portfolio standard. T system shall

be designed to be consistent with regional practices; shall recognizétradeable

renewable energy credits monitored and traded on the New England

Generation Information System (GIS); and shall provide a process for the
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t>qeable renewable energy credits associated with renewable energy that are

eliquto satisfy the requirements of sections 8004 and 8005 of this title but

are not%oitored and traded on the GIS.

energy-is-Verment-based; ani\shall clearly distinguish between energy or
tradeable energy credits provided\from renewable and nonrenewable energy

sources and existing and new renewable energy.

Sec. 8. PUBLIC SERVICE BOARD RULEMAKING

(2) On or before August 1, 2015, the Publjc Service Board (the Board) shall

commence a rulemaking proceeding to adoptkhial rules to implement Secs. 2

(sales of electric energy; RESET Program), 3 (RESKT Program categories),

and 7 (tradeable renewable enerqgy credits) of this act.

(b) On or before April 1, 2016, the Board shall submit figal proposed rules

under this section to the Secretary of State and the Leqislative\&ommittee on

Administrative Rules pursuantto 3 V.S.A. § 841.

(c) On or before July 1, 2016, the Board shall finally adopt initial riNes to

implement Secs. 2, 3, and 7 of this act to take effect on January 1, 2017. IN\the
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é\e an order by that date stating the requirements of the initial rules for the

renewable portfolio standard to take effect on January 1, 2017, if that order is

followed\sy final adoption of those initial rules for this program prior to

January 1, A] Initial rules finally adopted under this subsection (c) shall not

be subject to the\&quirement of 3 V.S.A. 8§ 843(c) to finally adopt rules within

eight months of the}(tial filing.

(d) The Board and Mepartment of Public Service may retain experts and

other personnel to assist thé\with the rulemaking under this section and

allocate the costs of these persz\el to the electric distribution utilities in

accordance with the procedures urégiao V.S.A.§21.

* * * Harvesting and\Procurement * * *
Sec. 9. 10 V.S.A. § 2751 is added to read:

8§ 2751. HARVESTING AND PROCUREMENN STANDARDS;

RENEWABLE ENERGY

(a) Definitions. As used in the section:

(1) “Commissioner” means the Commissioner of Forgsts, Parks and

Recreation.

(2) “Distributed renewable generation” shall have the same Reaning as

in 30 V.S.A. 8 8005.
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) “RESET Program” shall have the same meaning as in 30 V.S.A.

§ 8002.

(b) Rules.\The Commissioner shall adopt rules that set standards for

harvesting and prédcurement of wood products used to generate energy by

distributed renewat%qeneration and energy transformation projects within the

RESET Program. The Cmmissioner shall design the standards to ensure

long-term forest health anckxstainability.

Sec. 10. FOREST, PARKS ANBRECREATION RULEMAKING

On or before July 1, 2016, the Coxamissioner of Forests, Parks and

Recreation shall adopt initial rules under\L0 V.S.A. § 2751.

* ** Environmental Attributes, Net Metering Systems * * *
Sec. 11. 30 V.S.A. § 219a(h) is amended to reaty

(h)(1) An electric company:

tradeable renewable energy credits, unless at the time of application foNthe

system the customer elects not to transfer ownership of those attributes to\he
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owgership of and shall retire the attributes and credits received from the

bstorer its net metering customers, which shall apply toward compliance

with apy-Statutes-enacted-orrules-adopted-by-the-Statereguiring-the-company

o-oWh-the-enNironmen al-attributes-of renewable-energy sections 8004 and

8005 of this title.

Sec. 12. 30 V.S.A. 8 801Y(c) is amended to read:
(c) In accordance with thi§ section, the Board shall adopt and implement
rules that govern the installation &nd operation of net metering systems.
(1) The rules shall establish ang maintain a net metering program that:
*
(F) balances, over time, the pace oRNdeployment and cost of the
program with the program'’s impact on rates; ané
(G) accounts for changes over time in the 8gst of technology; and

(H) allows a customer to retain ownership of the environmental

attributes of energy generated by the customer’s net metering system and of

any associated tradeable renewable energy credits or to transfer\those attributes

and credits to the interconnecting retail provider, and:
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L0 1
-

C\Fdit provided under this section for electricity generated by the customer’s

net metering system by the value of the attributes; and

(ii) if the customer transfers the attributes to the interconnecting

provider, requires the provider to retain them for application toward

compliance withections 8004 and 8005 of this title.

(2) The rules shall include provisions that govern:
* * *

(E) the formation oRgroup net metering systems, the resolution of
disputes between group net meteNng customers and the interconnecting
provider, and the billing, crediting, aRd disconnection of group net metering
customers by the interconnecting providdy; and

(F) the amount of the credit to be assigned to each kWh of electricity
generated by a net metering customer in excess 8f the electricity supplied by
the interconnecting provider to the customer, the magner in which the
customer's credit will be applied on the customer's bill, dnd the period during
which a net metering customer must use the credit, after which the credit shall

revert to the interconnecting provider;and

renewable-energy-eredits. When assigning an amount of credit under this
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kcredit available and the relationship of that amount and length of time to

the cudtomer’s ability to finance the net metering system, to the cost of that

financir&nd to the net present value to all ratepayers of the net metering

program.

* * * Other Provisions * * *
Sec. 13. 10 V.S.A. 8 21X6)(M) is amended to read:
(M)

resourees a renewable energy plagt, as defined in 30 V.S.A. § 8002, if the

construction of the plant requires Axtificate of public good under 30 V.S.A.

§ 248 and all or part of the electricity q\eserated by the plant will be under

contract to a Vermont electric distribution}ility;

Sec. 14. 30 V.S.A. § 218(f) is amended to read:
(F) Regulatory incentives for renewable generati
(1) Notwithstanding any other provision of law, aQ electric distribution
utility subject to rate regulation under this chapter shall be eqtitled to recover
in rates its prudently incurred costs in applying for and seekinggny certificate,
permit, or other regulatory approval issued or to be issued by federa|, State, or

local government for the construction of new renewable energy to be sied in
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) The Board is authorized to provide to an electric distribution utility

subject to ¥ate regulation under this chapter an incentive rate of return on
equity or othe\reasonable incentive on any capital investment made by such
utility in a renewaQle energy generation facility sited in Vermont.

(3) To encouraye joint efforts on the part of electric distribution utilities

to support renewable enelgy and to secure stable, long-term contracts

beneficial to Vermonters, the\Board may establish standards for preapproving

the recovery of costs incurred o\na renewable energy plant that is the subject of

that joint effort, if the constructiorh\the plant requires a certificate of public

good under section 248 of this title andX{l or part of the electricity generated

by the plant will be under contract to the lhi[ies involved in that joint effort.

(4) Forthepurpese-of In this subsection,

and “new renewable energy” shall be as defined in

lant,” “renewable energy,”
ction 8002 of this title.

Sec. 15. 30 V.S.A. § 218¢(b) is amended to read:

Service Board, each such company shall submit a proposed plan to the

Department of Public Service and the Public Service Board. The Board, a
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intggrated plan if it determines that the company’s plan complies with the

requirdents of subdivision (a)(1) of this section and is+easenably-consistent

otal renewabdestargets) of sections 8004 and 8005 of this title.

Sec. 16. 30 V.S.A § 248(r) is added to read:

(r) The Board mawprovide that in any proceeding under subdivision

(2)(2)(A) of this sectioh&r the construction of a renewable energy plant, a

demonstration of complianceN\with subdivision (b)(2) of this section, relating to

establishing need for the plant,\ssall not be required if all or part of the

electricity to be generated by the plaNt is under contract to one or more

Vermont electric distribution companies\and if no part of the plant is financed

directly or indirectly through investments}her than power contracts, backed

by Vermont electricity ratepayers. In this sub&tion, “plant” and “renewable

energy” shall be as defined in section 8002 of this tie.

Sec. 17. 30 V.S.A. 8§ 8001(b) is amended to read:

(b) The Board shall prevideby-orderoer+ule; adopt the

and procedures that are necessary to allow the Board and the D8&partment to

rules

implement and supervise programs pursuant to subchapter 1 of this\chapter.
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x & & Tochoicol Awoondmonte & %
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Sex, 18. 30 V.S.A. § 2(g) is amended to read:

(9)N\In all forums affecting policy and decision making for the New England
region’s ekgctric system, including matters before the Federal Energy
Regulatory Cdmmission and the Independent System Operator of New
England, the Department of Public Service shall advance positions that are
consistent with the sta{utory policies and goals set forth in 10 V.S.A. 88 578,
580, and 581 and section§202a, 8001, 8004, and 8005 of this title. In those
forums, the Department also Shall advance positions that avoid or minimize
adverse consequences to VermorK and its ratepayers from regional and
inter-regional cost allocation for tran§mission projects. This subsection shall
not compel the Department to initiate or'Rarticipate in litigation and shall not
preclude the Department from entering into agreements that represent a
reasonable advance to these statutory policies arJ goals.

Sec. 19. 30 V.S.A. § 219a(e)(3)(C) is amended to raad:
(C) Any accumulated credits shall be used witRin 12 months, or shall
revert to the electric company, without any compensation to\the customer.

BYalV.¥/a Q\/Q NA-Ifo-the Qala oMmpan alala N NO ala N aval
A \/ O—to . i Voo ot v v > v IJ

idered I . f this title.
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:O V.S.A. § 219b(a)(5) (net metering systems:; SPEED resources) is

NFORMING AMENDMENTS; RENEWABLE ENERGY

ITIONS

(2) In 2014 A&s and Resolves No. 99, Sec. 3,in 30 V.S.A. § 8002(8)

(existing renewabk%\erqy) and (17) (new renewable enerqy), each occurrence

of “December 31, 2004 ¥ amended to “June 30, 2015.” The Office of

Leqgislative Counsel shall i%lement these amendments during statutory

revision.

(b) 2014 Acts and Resolves No. 89, Sec. 3 is amended to read:

Sec. 3. 30 V.S.A. § 8002 is amended\p read:

8 8002. DEFINITIONS
As used in this chapter:
(24) “SRPEED Standard Offer Facilitator” means aQ entity appointed by

the Board pursuant to subdivision-8005(b}{1) subsection 8085a(a) of this title.

(25) “SPEED reseurces>means-contractsforresourcesitthe SP

Nroo m-Q a aYaYa Nnaa a) on-L00 a a a th maao Nna AARIN aVYalWa
H oG o > S, SAvAv. S, c S >

are-attached. [Repealed.]

VT LEG #303053 v.7



10

11

12

13

14

15

16

17

18

19

20

21

BILL AS PASSED THE HOUSE H.40
2015 Page 46 of 108

(28) “Energy transformation project” means an undertaking that

provides enerqy-related goods or services but does not include or consist of the

qeneratb\of electricity and that results in a net reduction in fossil fuel

consumption By the customers of a retail electricity provider and in the

emission of greenouse gases attributable to that consumption. Examples of

enerqy transformatb\proiects may include home weatherization or other

thermal enerqy efficier&measures; air source or geothermal heat pumps;

electric vehicle charging st%uns; and infrastructure for the storage of

renewable energy on the electric \rid.

(29) “RESET Program” m%the Renewable Energy Standard and

Energy Transformation Program establisked under sections 8004 and 8005 of

this title.

Sec. 22. 30 V.S.A. § 8009 is amended to read:
§ 8009. BASELOAD RENEWABLE POWER PORTFOLIO

REQUIREMENT

(F) With respect to a plant used to satisfy the baseload rene
portfolio requirement:
(1) The SPEED Standard Offer Facilitator shall purchase the ba

renewable power, and shall allocate the electricity purchased and any
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(i) The State ard its instrumentalities shall not be liable to a plant owner or

retail electricity proviger with respect to any matter related to the baseload
renewable power portfoli§ requirement or a plant used to satisfy such
requirement, including costs &ssociated with a contract related to such a plant
or any damages arising from the ®reach of such a contract, the flow of power
between a plant and the electric grid\Qr the interconnection of a plant to that
grid. For the purpose of this section, the\Board and the SREED Standard Offer
Facilitator constitute instrumentalities of the\Jtate.

* * * Severability and Effectivg Dates * * *
Sec. 23. SEVERABILITY

The provisions of this act are severable. If any provision of this act is

invalid, or if any application of this act to any person or ci\r,\mstance is

invalid, the invalidity shall not affect other provisions or appk(ions which

can be given effect without the invalid provision or application.
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(aiThis section and Secs. 8 (Public Service Board rulemaking), 10

(Forests, Palks and Recreation rulemaking), and 23 (severability) shall take

effect on passage.

(b) Secs. 1 through 7, %11, and 13 through 22 shall take effect on July 1,

2015. Sec. 11 (net metering systds; environmental attributes) shall not apply

to complete applications filed priormﬁective date.

(c) Sec. 12 (net metering systems; envmm attributes) shall amend

30 V.S.A. 8 8010 as added effective January 1, 2017 By 2014 Acts and

Resolves No. 99, Sec. 4. Sec. 12 shall take effect on Jam 2017, except

that, notwithstanding 1 V.S.A. § 214, the section shall apply tomnc

Service Board process under 2014 Acts and Resolves No. 99, Sec. 5.

* * * Renewable Energy Standard and Energy
Transformation Program * * *
Sec. 1. 30 V.S.A. 8 8002 is amended to read:
8 8002. DEFINITIONS
As used in this chapter:
* * *

(3) “CPI” means the Consumer Price Index for all urban consumers,

designated as “CPI-U,” in the northeast region, as published by the U.S.

Department of Labor, Bureau of Labor Statistics.
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* k *

(6) “Environmental attributes” means the characteristics of a plant that
enable the energy it produces to qualify as renewable energy and include any
and all benefits of the plant to the environment such as avoided emissions or
other impacts to air, water, or soil that may occur through the plant’s
displacement of a nonrenewable energy source.

(7) “Existing renewable energy’ means renewable energy produced by
a plant that came into service prior to or on Beeember—31—2004 June 30,

2015.

(13) “New renewable energy” means renewable energy produced by a
specific and identifiable plant coming into service after Becember—31,2004

June 30, 2015.

(A) Energy from within a system of generating plants that includes
renewable energy shall not constitute new renewable energy, regardless of
whether the system includes specific plants that came or come into service

after Becember-31.-2004 June 30, 2015.

(B) “New renewable energy” also may include the additional energy
from an existing renewable energy plant retrofitted with advanced
technologies or otherwise operated, modified, or expanded to increase the kWh

output of the plant in excess of an historical baseline established by
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calculating the average output of that plant for the 10-year period that ended
Deecember-31,-2004 June 30, 2015. If the production of new renewable energy
through changes in operations, modification, or expansion involves
combustion of the resource, the system also must result in an incrementally
higher level of energy conversion efficiency or significantly reduced emissions.
* * *

(17) “Renewable energy” means energy produced using a technology
that relies on a resource that is being consumed at a harvest rate at or below
its natural regeneration rate.

(A) For purposes of this subdivision (17), methane gas and other
flammable gases produced by the decay of sewage treatment plant wastes or
landfill wastes and anaerobic digestion of agricultural products, byproducts,

or wastes, or of food wastes, shall be considered renewable energy resources,

but no other form of solid waste, other than agricuttural-or silvicultural waste,
shall be considered renewable.

(B) For purposes of this subdivision (17), no form of nuclear fuel
shall be considered renewable.

(C) The only portion of electricity produced by a system of
generating resources that shall be considered renewable is that portion
generated by a technology that qualifies as renewable under this

subdivision (17).
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(D) The Board by rule may add technologies or technology
categories to the definition of “renewable energy,” provided that technologies
using the following fuels shall not be considered renewable energy supplies:
coal, oil, propane, and natural gas.
(E) In this chapter, renewable energy refers to either “existing
renewable energy” or “new renewable energy.”
* % K
(19) “Retail electricity provider” or “provider” means a company

engaged in the distribution or sale of electricity directly to the public.

(20) “SPEED Standard Offer Facilitator” means an entity appointed by

the Board pursuant to subdivision-8005(b}1) subsection 8005a(a) of this title.

are-attached: [Repealed.]

(22) “Tradeable renewable energy credits” means all of the
environmental attributes associated with a single unit of energy generated by a
renewable energy source where:

(A) those attributes are transferred or recorded separately from that

unit of energy;
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(B) the party claiming ownership of the tradeable renewable energy
credits has acquired the exclusive legal ownership of all, and not less than all,
the environmental attributes associated with that unit of energy; and

(C) exclusive legal ownership can be verified through an auditable
contract path or pursuant to the system established or authorized by the Board
or any program for tracking and verification of the ownership of
environmental attributes of energy legally recognized in any state and

approved by the Board.

(24) “Customer’” means a retail electric consumer.

(25)  “Energy transformation project”’ means an undertaking that

provides enerqgy-related goods or services but does not include or consist of

the generation of electricity and that results in a net reduction in fossil fuel

consumption by the customers of a retail electricity provider and in the

emission of greenhouse gases attributable to that consumption. Examples of

energy transformation projects may include home weatherization or other

thermal enerqgy efficiency measures; air source or geothermal heat pumps;

high efficiency heating systems; increased use of biofuels; biomass heating

systems; support for transportation demand management strategies; support

for electric vehicles or related infrastructure; and infrastructure for the

storage of renewable energy on the electric grid.
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(26) “RESET Program’ means the Renewable Energy Standard and

Energy Transformation Program established under sections 8004 and 8005 of

this title.
Sec. 2. 30 V.S.A. § 8004 is amended to read:
8 8004. RENEWABLEPORTEFOLIO—STANDARDS—FEOR SALES OF

ELECTRIC ENERGY; RENEWABLE ENERGY STANDARD AND

ENERGY TRANSFORMATION (RESET) PROGRAM

8001 of this-titleno Establishment; requirements. The RESET Program is

established. Under this program, a retail electricity provider shall not sell or

otherwise provide or offer to sell or provide electricity in the State of Vermont

without ownership of sufficient energy produced by renewable reseurees—as

deseribed—in—this—chapter; energy plants or sufficient tradeable renewable

energy credits from plants whose energy is capable of delivery in New England

that reflect the required amounts of renewable energy as provided—for—in

subsection{b)-of this set forth in section 8005 of this title or without support of

energy transformation projects in accordance with that section. inthe-case-of
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by-new-renewableresources—Fhe A retail electricity provider may meet this

reguirement the required amounts of renewable energy through eligible pew

tradeable renewable energy credits, new eligible renewable energy resources

with renewable—energy—eredits environmental attributes still attached, or a
combination of those credits and resources. Ne-retaH-electricityprovidershal

{e)}(b) Rules; procedures. The Board shall prevideby-erderor+ule; adopt

the regulations-and rules or procedures that are necessary to allow the Board
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and the Department to implement and supervise further the implementation

and maintenance of a-renewable-portfohio-standard the RESET program.

(c) RECS:; banking. The Board shall allow a provider that has met the

required amount of renewable enerqgy in a given year, commencing with 2017,

to retain tradeable renewable enerqgy credits created or purchased in excess of

that amount for application to the provider’s required amount of renewable

enerqy in one of the following three years.

fe)(d) Alternative compliance payment. In lieu of—er—ir—addition—to

purchasing renewable energy or tradeable renewable energy credits or

supporting energy transformation projects to satisfy the pertfotie requirements

of this section and section 8005 of this title, a retail electricity provider in this

State may pay to the Vermont Clean Energy Development Fund established

under section 8015 of this title arameunt-perkWh-as-established-by-the Beard

an alternative compliance payment at the applicable rate set forth in section

(e) VPPSA members. In the case of members of the Vermont Public Power

Supply Authority, the requirements of this chapter may be met in the

aggregate.
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() Joint efforts. Retail electricity providers may engage in joint efforts to

meet one or more categories within the RESET program.
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Sec. 3. 30 V.S.A. § 8005 is amended to read:

§  8005. SUSTAINABLY  PRICED  ENERGY  ENTERPRISE

DEVELOPMENT—(SPEED)—PROGRAM; RESET PROGRAM
CATEGORIES

ion. hi I ls_of . f this-titlet .

|y inabl icad . |
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o . cligible facitities. | ’ bhall
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(a) Categories. This section specifies three categories of required

resources to meet the requirements of the RESET Program established in

section 8004 of this title: total renewable enerqy, distributed renewable

generation, and energy transformation.

(1) Total renrewables-targets renewable energy. Fhis

(A)  Purpose; establishment. To encourage the economic and

environmental benefits of renewable energy, this subdivision establishes, as

percentages-of-annual-electric-sales—target for the RESET program, minimum

total amounts of tetal renewable energy within the supply portfolio of each
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retail electricity provider. To satisfy this requirement, a provider may use

renewable enerqgy with environmental attributes attached or any class of

tradeable renewable energy credits generated by any renewable energy plant

whose enerqy is capable of delivery in New England.

A)(B) Required amounts. The target amounts of total renewable

energy established required by this subsection shall be 55 percent of each
retail electricity provider’s annual retail electric sales during the year
beginning on January 1, 2017, increasing by an additional four percent each

third January 1 thereafter, until reaching 75 percent on and after January 1,

2032.

(C)  Relationship to other categories. Distributed renewable

generation used to meet the requirements of subdivision (2) of this subsection

shall also count toward the requirements of this subdivision. However, an
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enerqy transformation project under subdivision (3) of this subsection shall not

count toward the requirements of this subdivision.

(2) Distributed renewable generation.

(A) Purpose; establishment. This subsection establishes a distributed

renewable generation category for the RESET program. This category

encourages the use of distributed generation to support the reliability of the

State’s electric system; reduce line losses,; contribute t0 avoiding or deferring

improvements to that system necessitated by transmission or distribution

constraints; and diversify the size and type of resources connected to that

system. This category requires the use of renewable energy for these purposes

to reduce environmental and health impacts from air emissions that would

result from using other forms of generation.

(B) Definition. As used in this section, “distributed renewable

generation”’ means one of the following:

(i) a renewable energy plant that is new renewable energy; has a

plant capacity of five MW or less; and

(1) is directly connected to the subtransmission or distribution

system of a Vermont retail electricity provider; or

(1) is directly connected to the transmission system of an

electric company required to submit a Transmission System Plan under

subsection 218c(d) of this title, if the plant is part of a plan approved by the
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Board to avoid or defer a transmission system improvement needed to address

a transmission system reliability deficiency identified and analyzed in that

Plan; or

(ii) a net metering system approved under the former section 219a

or under section 8010 of this title if the system is new renewable energy and

the interconnecting retail electricity provider owns and retires the system’s

environmental attributes.

(C)  Required amounts. The required amounts of distributed

renewable generation shall be one percent of each retail electricity provider’s

annual retail electric sales during the year beginning January 1, 2017,

increasing by an additional three-fifths of a percent each subsequent January 1

until reaching 10 percent on and after January 1, 2032.

(D) Distributed generation greater than five MW. On petition of a

retail electricity provider, the Board may for a given year allow the provider to

employ energy with environmental attributes attached or tradeable renewable

enerqgy credits from a renewable energy plant with a plant capacity greater

than five MW to satisfy the distributed renewable generation requirement if the

plant would qualify as distributed renewable generation but for its plant

capacity and the provider demonstrates that it is unable during that year to

meet the requirement solely with qualifying renewable energy plants of five

MW or less. To demonstrate this inability, the provider shall issue one or
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more requests for proposals, and show that it is unable to obtain sufficient

ownership of environmental attributes to meet its required amount under this

subdivision (2) from:

(i) the construction and interconnection to its system of distributed
renewable generation that is consistent with its approved least-cost integrated
resource plan under section 218c of this title at a cost less than or equal to the
sum of the applicable alternative compliance payment rate and the applicable
rates published by the Department under the Board’s rules implementing
subdivision 209(a)(8) of this title; and

(if) purchase of tradeable renewable energy credits for distributed
renewable generation at a cost that is less than the applicable alternative
compliance rate.

(3) Energy transformation.

(A) Purpose; establishment. This subsection establishes an energy

transformation category for the RESET program. This category encourages

Vermont retail electricity providers to support additional distributed

renewable generation or to support other projects to reduce fossil fuel

consumed by their customers and the emission of greenhouse gases

attributable to that consumption. A retail electricity provider may satisfy the

enerqy transformation requirement through distributed renewable generation

in addition to the generation used to satisfy subdivision (a)(2) of this section or
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enerqgy transformation projects or a combination of such generation and

projects.

(B) Required amounts. For the enerqy transformation cateqgory, the

required _amounts shall be two percent of each retail electricity provider’s

annual retail electric sales during the year beginning January 1, 2017,

increasing by an additional two-thirds of a percent each subsequent January 1

until reaching 12 percent on and after January 1, 2032.

(C) Eligibility criteria. For an energy transformation project to be

eligible under this subdivision (a)(3):

(i) implementation of the project shall have commenced on or

after January 1, 2015; and

(i) the project shall:

(1) over its life, result in a net reduction in fossil fuel consumed

by the provider’s customers and in the emission of greenhouse gases

attributable to that consumption, whether or not the fuel is supplied by the

provider;

(1) _meet the need for its goods or services at the lowest present

value life cycle cost, including environmental and economic costs; and

(111 cost the utility less per MWH than the applicable

alternative compliance payment rate.
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(D) Conversion. For the purpose of determining eligibility and the

application of the energy transformation project to a provider’s annual

requirement, the provider shall convert the net reduction in fossil fuel

consumption resulting from the energy transformation project to a MWH

equivalent of electric enerqgy, in accordance with rules or procedures adopted

by the Board. The conversion shall use the most recent vear’s approximate

heat rate for electricity net generation from the total fossil fuels category as

reported by the U.S. Enerqgy Information Administration in its Monthly Enerqy

Review. If an enerqgy transformation project is funded by more than one

requlated entity, the Board shall prorate the reduction in fossil fuel

consumption among the regulated entities. In this subdivision (D), “regulated

entity” includes each provider and each efficiency entity appointed under

subsection 209(d) of this title.

(E) Other sources.

(i) A retail electricity provider or a provider’s partner may

oversee an energy transformation project under this subdivision (3). However,

the provider shall deliver the project’s goods or services in partnership with

persons other than the provider unless exclusive delivery through the provider

is more cost-effective than delivery by another person or there is no person

other than the provider with the expertise or capability to deliver the goods or

Services.
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(i) An enerqgy transformation project may provide incremental

support to a program authorized under Vermont statute that meets the

eligibility criteria of this subdivision (3) but may take credit only for the

additional amount of service supported and shall not take credit for that

program’s regularly budgeted or approved investments.

(F) Implementation. To carry out this subdivision (3), the Board

shall adopt rules or procedures:

0] For the conversion methodology in accordance with

subdivision (3)(D) of this subsection (a).

(i) To provide a process for prior approval of enerqgy

transformation projects by the Board or its designee. This process shall

ensure that each of these projects meets the requirements of this subdivision

(3) and need not consist of individual review of each energy transformation

project prior to implementation as long as the mechanism ensures those

requirements are met. An energy transformation project that commenced

prior to initial adoption of rules or procedures under this subdivision (F) may

seek approval after such adoption.

(iii) For cost-effectiveness screening of energy transformation

projects. This screening shall be consistent with the provisions of this

subdivision (3) and, as applicable, the screening tests developed under
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subsections 209(d) (enerqy efficiency) and 218c(a) (least-cost integrated

planning) of this title.

(iv) To allow a provider who has met its required amount under

this subdivision (3) in a given year to apply excess net reduction in fossil fuel

consumption, expressed as a MWH equivalent, from its energy transformation

project or projects during that year toward the provider’s required amount in

a future year.

(v) To ensure periodic evaluation of an energy transformation

project’s claimed fossil fuel reductions, avoided greenhouse gas emissions,

conversion to MWH equivalent, cost-effectiveness and, if applicable, energy

savings, and to ensure annual verification and auditing of a provider’s claims

reqgarding project completion and resulting MWH equivalent. Changes to

project claims resulting from periodic evaluations shall not reduce

retroactively claims made on behalf of a project approved under subdivision

(3)(F)(ii) of this subsection (a) or reduce verified claims carried forward under

subdivision (3)(F)(iv) of this subsection (a).

(vi) To ensure that all ratepayers have an equitable opportunity to

participate in, and benefit from, energy transformation projects regardless of

rate class, income level, or provider service territory.

(vii) To ensure the coordinated delivery of enerqy transformation

projects with the delivery of similar services, including low-income
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weatherization programs, entities that fund and support affordable housing,

enerqy efficiency programs delivered under section 209 of this title, and other

enerqy efficiency programs delivered locally or regionally within the State.

(viii) To ensure that, if an enerqy transformation project will

increase the use of electric enerqgy, the project incorporates best practices for

demand management and will use technologies appropriate for Vermont.

(ix) To provide a process under which a provider may withdraw

from or terminate, in an orderly manner, an ongoing enerqy transformation

project that no longer meets the eligibility criteria because of one or more

factors beyond the control of the project and the provider.

(G) Petitions. On petition of a retail electricity provider in any given

year, the Board may:

(i) reduce the provider’s required amount under this subdivision

(3) for that year, without penalty or alternative compliance payment, if the

Board finds that strict compliance with the required amount for that year will:

(1) cause the provider to increase significantly its retail rates;

(1l) materially impair the provider’s ability to meet the public’s

need for enerqy services after safety concerns are addressed, in the manner set

forth in subdivision 218c(a)(1) (least-cost integrated planning) of this title; or
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(ii) allow a provider who failed to achieve the required amount

under this subdivision (3) during the preceding year to avoid paying the

alternative compliance payment if the Board:

(1) finds that the provider made a good faith effort to achieve

the required amount and its failure to achieve that amount resulted from

market factors beyond its control; and

(1) directs that the provider add the difference between the

required amount and the provider’s actually achieved amount for that vear to

its required amount for one or more future years.

(4) Alternative compliance rates.

(A) The alternative compliance payment rates for the categories

established by this subsection (a) shall be:

(i) total renewable enerqy requirement — $0.01 per kWh; and

(ii) distributed renewable generation and enerqy transformation

requirements — $0.06 per kWh.

(B) The Board shall adjust these rates for inflation annually

commencing January 1, 2018, using the CPI.

(b) Reduced amounts; providers; 100 percent renewable.

(1) The provisions of this subsection shall apply to a retail electricity

provider that:

VT LEG #303053 v.7



BILL AS PASSED THE HOUSE H.40
2015 Page 72 of 108

(A) as of January 1, 2015, was entitled, through contract, ownership

of energy produced by its own generation plants, or both, to an amount of

renewable enerqgy equal to or more than 100 percent of its anticipated total

retail electric sales in 2017, regardless of whether the provider owned the

environmental attributes of that renewable enerqy; and

(B) commencing on January 1, 2017, owns and has retired tradeable

renewable energy credits monitored and traded on the New England

Generation Information System or otherwise approved by the Board equivalent

to 100 percent of the provider’s total retail sales of electricity, calculated as an

average on an annual basis.

(2) A provider meeting the requirements of subdivision (1) of this

subsection may:

(A) satisfy the distributed renewable generation requirement of this

section by accepting net metering systems within its service territory pursuant

to the provisions of this title that govern net metering; and

(B) if the Board has appointed the provider as an enerqy efficiency

entity under subsection 209(d) of this title, propose to the Board to reduce the

enerqgy transformation requirement that would otherwise apply to the provider

under this section.
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(i) The provider may make and the Board may review such a

proposal in connection with a periodic submission made by the provider

pursuant to its appointment under subsection 209(d) of this title.

(ii) The Board may approve a proposal under this subdivision (B)

if it finds that:

(1) the energy transformation requirement that would otherwise

apply under this section exceeds the achievable potential for cost-effective

energy transformation projects in the provider’s service territory that meet the

eligibility criteria for these projects under this section; and

(1) the reduced energy transformation requirement proposed

by the provider is not less than the amount sufficient to ensure the provider’s

deployment or support of energy transformation projects that will acquire that

achievable potential.

(iii) The measure of cost-effectiveness under this subdivision (B)

shall be the alternative compliance payment rate established in this section for

the energy transformation requirement.

(c) Biomass.

(1) Distributed renewable generation that employs biomass to produce

electricity shall be eligible to count toward a provider’s distributed renewable

generation or energy transformation requirement only if the plant produces
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both electricity and thermal energy from the same biomass fuel and the

majority of the energy recovered from the plant is thermal enerqgy.

(2) Distributed renewable generation and enerqy transformation

projects that employ forest biomass to produce energy shall comply with

renewability standards adopted by the Commissioner of Forests, Parks and

Recreation under 10 V.S.A. § 2751.

(d) Hydropower. A hydroelectric renewable enerqgy plant shall be eligible

to satisfy the distributed renewable generation or energy transformation

requirement only if, in addition to meeting the definition of distributed

renewable generation, the plant:

(1) is and continues to be certified by the Low-impact Hydropower

Institute of Portland, Maine; or

(2) after January 1, 1987, received a water quality certification

pursuant to 33 U.S.C. § 1341 from the Agency of Natural Resources.
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Sec. 4. 30 V.S.A. § 8005a is amended to read:

8 8005a. SPEEDB; STANDARD OFFER PROGRAM

(a) Establishment. A standard offer program is established within—the
SPEEDprogram. To achieve the goals of section 8001 of this title, the Board
shall issue standard offers for renewable energy plants that meet the eligibility
requirements of this section. The Board shall implement these standard offers

through-the- SPEED-facHitater by rule, order, or contract and shall appoint a

Standard Offer Facilitator to assist in this implementation. For the purpose of
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this section, the Board and the Standard Offer Facilitator constitute

instrumentalities of the State.

* kx *

(k) Executed standard offer contracts; transferability; allocation of benefits
and costs. With respect to executed contracts for standard offers under this
section:

(1) A contract shall be transferable. The contract transferee shall notify

the SREED Standard Offer Facilitator of the contract transfer within 30 days

of transfer.

(2) The SPEED Standard Offer Facilitator shall distribute the electricity
purchased to the Vermont retail electricity providers at the price paid to the
plant owners, allocated to the providers based on their pro rata share of total
Vermont retail kWh sales for the previous calendar year, and the Vermont

retail electricity providers shall accept and pay the SREED Standard Offer

Facilitator for the electricity. However, during any given calendar year:

(A) Calculation of pro rata shares under this subdivision (2) shall
include an adjustment in the allocation to a provider if one or more of the
provider’s customers created greenhouse gas reduction credits under section
8006a of this title that are used to reduce the size of the annual increase under
subdivision (c)(1)(C)(adjustment; greenhouse gas reduction credits) of this

section. The adjustment shall ensure that any and all benefits or costs from the
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use of such credits flow to the provider whose customers created the credits.
The savings that a provider realizes as a result of this application of
greenhouse gas reduction credits shall be passed on proportionally to the
customers that created the credits.

(B) A retail electricity provider shall be exempt and wholly relieved

from the requirements of this subdivision and—subdivision—8005(b}5)
{reguirement—to—purchase—standard—offer—power) of this title if, during the

immediately preceding 12-month period ending October 31, the amount of
renewable energy supplied to the provider by generation owned by or under
contract to the provider, regardless of whether the provider owned the
energy’s environmental attributes, was not less than the amount of energy sold
by the provider to its retail customers.

(3) The SPEED Standard Offer Facilitator shall transfer the

environmental attributes, including any tradeable renewable energy credits, of
electricity purchased under standard offer contracts to the Vermont retail
electricity providers in accordance with their pro rata share of the costs for
such electricity as determined under subdivision (2) of this subsection (k),
except that in the case of a plant using methane from agricultural operations,
the plant owner shall retain such attributes and credits to be sold separately at

the owner’s discretion. |t shall be a condition of a standard offer issued under

this section that tradeable renewable enerqy credits associated with a plant
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that accepts the standard offer are owned by the retail electricity providers

purchasing power from the plant, except in the case of a plant using methane

from agricultural operations.

(4) The SPEED Standard Offer Facilitator shall transfer all capacity

rights attributable to the plant capacity associated with the electricity
purchased under standard offer contracts to the Vermont retail electricity
providers in accordance with their pro rata share of the costs for such
electricity as determined under subdivision (2) of this subsection (k).

(5) All reasonable costs of a Vermont retail electricity provider incurred
under this subsection shall be included in the provider’s revenue requirement
for purposes of ratemaking under sections 218, 218d, 225, and 227 of this title.
In including such costs, the Board shall appropriately account for any credits
received under subdivisions (3) and (4) of this subsection (k). Costs included
in a retail electricity provider’s revenue requirement under this subdivision (5)
shall be allocated to the provider’s ratepayers as directed by the beard Board.

() SREEDB Standard Offer Facilitator; expenses; payments. With respect

to standard offers under this section, the Board shall by+ule-er-erder:

(1) Determine determine a SPEED Standard Offer Facilitator’s

reasonable expenses arising from its role and the allocation of the expenses

among plant owners and Vermont retail electricity providers:;
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(2) Determine determine the manner and timing of payments by a

SREED Standard Offer Facilitator to plant owners for energy purchased under

an executed contract for a standard offer-;
(3) Determine determine the manner and timing of payments to the

SPEED Standard Offer Facilitator by the Vermont retail electricity providers

for energy distributed to them under executed contracts for standard offers:;
(4) Establish establish reporting requirements of a SPEED Standard

Offer Facilitator, a plant owner, and a Vermont retail electricity provider.

* * *

(n) Wood biomass. Weed In addition to the other requirements of this

section, wood biomass resources that-weuld-etherwise—constitute—gqualifying
SPEED-reseurees may receive a standard offer under this section only if they

have a design system efficiency (the sum of full load design thermal output and
electric output divided by the heat input) of at least 50 percent.
* * *

(@) Allocation of regulatory costs. The Board and Department may
authorize or retain legal counsel, official stenographers, expert witnesses,
advisors, temporary employees, and research services in conjunction with
implementing their responsibilities under this section. In lieu of allocating

such costs pursuant to subsection 21(a) of this title, the Board or Department
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may allocate the expense in the same manner as the SPREED Standard Offer

Facilitator’s costs under subdivision (1)(1) of this section.

(r) State: nonliability. The State and its instrumentalities shall not be

liable to a plant owner or retail electricity provider with respect to any matter

related to the standard offer program, including costs associated with a

standard offer contract or any damages arising from the breach of such a

contract, the flow of power between a plant and the electric grid, or the

interconnection of a plant to that grid.

Sec. 5. INTENT; AMENDMENT OF 30 V.S.A. 8 8005a

The General Assembly’s intent in the amendments to 30 V.S.A. § 8005a set

forth in Sec. 4 of this act is to clarify the text because of the repeal of the

Sustainably Priced Enerqgy Enterprise Development Program in Sec. 3 of this

act and to move provisions relating to the standard offer program from

30 V.S.A. 8 8005 into section 8005a. The General Assembly does not intend

any provision of this act to be interpreted as a substantive change to the

standard offer program. The Standard Offer Facilitator described in Sec. 4 of

this act shall be the successor to the SPEED Facilitator under 30 V.S.A.

88§ 8005 and 8005a as they existed prior to this act.
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Sec. 6. 30 V.S.A. § 8005b is amended to read:
8 8005b. RENEWABLE ENERGY PROGRAMS; BIENNIALRERPORT
REPORTS

(@) On—er—heforeJanuary—15—2013—and—holater—than—every—second
Janbarydbtheeatie—throngh—Jonuory—52033theBoard The Department
shall file & repert reports with the General Assembly in accordance with this
section.  The-Board—shall—prepare—the report—in—consultation—with—the
Department:

(1) The House Committee on Commerce and Economic Development,

the Senate Committee on Finance, and the House and Senate Committees on
Natural Resources and Energy each shall receive a copy of these reports.

(2) The Department shall file the report under subsection (b) of this
section annually each January 15 commencing in 2018 through 2033.

(3) The Department shall file the report under subsection (c) of this
section biennially each March 1 commencing in 2017 through 2033.

(4) The provisions of 2 V.S.A. § 20(d) (expiration of required reports)
shall not apply to the reports to be made under this section.

(b) The annual report under this section shall include at least each of the

following:

(1) An assessment of the costs and benefits of the RESET Program

based on the most current available data, including rate and economic
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impacts, customer savings, technology deployment, greenhouse gas emission
reductions actually achieved, fuel price stability, and effect on transmission
and distribution upgrade costs, and any recommended changes based on this
assessment.

(2) An assessment of whether the requirements of the RESET
Program have been met to date, and any recommended changes needed to
achieve those requirements.

(c) The biennial report under this section shall include at least each of the
following:
(1) The retail sales, in kWh, of electricity in Vermont during the two
preceding calendar year years. The report shall include the statewide total
and the total sold by each retail electricity provider.

(2) Fhe-amount-of SREED-reseurees Commencing with the report to be

filed in 2019, each retail electricity provider’s required amount of renewable

energy during the two preceding calendar years for each category of the

RESET Program as set forth in section 8005 of this title.

(3) For the two preceding calendar years, the amounts of renewable

energy and tradeable renewable energy credits eligible to satisfy the

requirements of sections 8004 and 8005 of this title actually owned by the

Vermont retail electricity providers, expressed as a percentage of retail kWh

sales. The report shall include the statewide total and the total owned by each
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retail electricity provider for each of these amounts and shall discuss the

progress of each provider toward achieving the-geals-and-targets-of subsection
8005{(e{SPEED) each of the categories set forth in section 8005 of this title.

8005() 22017+ SPEED-goal)yof-this-title: The report shall summarize the

energy transformation projects undertaken pursuant to section 8005 of this

title, their costs and benefits, their claimed avoided fossil fuel consumption and

greenhouse gas emissions, and, if applicable, claimed energy savings.

(4) A summary of the activities of the standard offer program under

section 8005a of this title, including the number of plants participating in the
program, the prices paid by the program, and the plant capacity and average
annual energy generation of the participating plants. The report shall present
this information as totals for all participating plants and by category of
renewable energy technology. The report also shall identify the number of
applications received, the number of participating plants under contract, and

the number of participating plants actually in service.

VT LEG #303053 v.7



BILL AS PASSED THE HOUSE H.40
2015 Page 84 of 108

(5) An assessment of the energy efficiency and renewable energy
markets and recommendations to the General Assembly regarding strategies
that may be necessary to encourage the use of these resources to help meet
upcoming supply requirements.

(6) An assessment of whether Vermont retail electric rates are rising
faster than inflation as measured by the CPI, and a comparison of Vermont’s
electric rates with electric rates in other New England states and in New York.

If statewide average rates have risen mere-than-0-2-percentagepotntsper-year

faster than inflation over the preceding two or more years, the report shall

include an assessment of the contributions to rate increases from various
sources, such as the costs of energy and capacity, costs due to construction of
transmission and distribution infrastructure, and costs due to compliance with

the requirements of sections 8004 and 8005 (RESET program) and section

8005a (SPEED-program; standard offer) of this title. Specific consideration
shall be given to the price of renewable energy and the diversity, reliability,
availability, dispatch flexibility, and full life cycle cost, including
environmental benefits and greenhouse gas reductions, on a net present value
basis of renewable energy resources available from suppliers. The report
shall include any recommendations for statutory change that arise from this
assessment. If electric rates have increased primarily due to cost increases

attributable to nonrenewable sources of electricity or to the electric
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transmission or distribution systems, the report shall include a
recommendation regarding whether to increase the size of the annual increase
described in subdivision 8005a(c)(1)(standard offer; cumulative capacity;
pace) of this title.

(7)(A) An Commencing with the report to be filed in 2019, an

assessment of whether strict compliance with the requirements of sections

8004 and 8005 (RESET program) and section 8005a (SPEED—pregram;

standard offer) of this title:

(1) has caused one or more providers to raise its retail rates faster
over the preceding two or more years than statewide average retail rates have
risen over the same time period;

(i) will cause retail rate increases particular to one or more
providers; or

(iii) will impair the ability of one or more providers to meet the
public’s need for energy services in the manner set forth under subdivision
218c(a)(1) of this title (least-cost integrated planning).

(B) Based on this assessment, consideration of whether statutory
changes should be made to grant providers additional flexibility in meeting

requirements of sections 8004 and 8005 or section 8005a of this title.

(8) Projections, looking at least 10 years ahead, of the impacts of the

RESET Program. The Department shall employ an economic model to make
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these projections and shall consider at least three scenarios based on high,

mid-range, and low enerqy price forecasts. The Department shall project, for

the State, the RESET Program’s impact in each of the following areas:

electric utility rates; total energy consumption; electric energy consumption;

fossil fuel consumption; and greenhouse gas emissions. The report shall

compare the amount or level in each of these areas with and without the

Program.

&) (9) Any recommendations for statutory change related to sections
8004, 8005, and 8005a of this title.

(d) During the preparation of reports under this section, the Department

shall provide an opportunity for the public to submit relevant information and

recommendations.

Sec. 7. 30 V.S.A. § 8006 is amended to read:

8§ 8006. TRADEABLE CREDITS; ENVIRONMENTAL ATTRIBUTES;

RECOGNITION, MONITORING, AND DISCLOSURE

(@) The Board shall establish or adopt a system of tradeable renewable
energy credits for renewable resources that may be earned by electric

generation qualifying for the renrewablesportfolio-standard RESET Program.

The system shall be-designred-te recognize tradeable renewable energy credits

monitored and traded on the New England Generation Information System

(GI1S); shall provide a process for the recognition, approval, and monitoring of
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environmental attributes attached to renewable enerqgy that are eligible to

satisfy the requirements of sections 8004 and 8005 of this title but are not

monitored and traded on the GIS; and shall otherwise be consistent with

regional practices.

(b) The Board shall ensure that all electricity provider and provider-
affiliate disclosures and representations made with regard to a provider’s
portfolio are accurate and reasonably supported by objective data. Further,
the Board shall ensure that providers disclose the types of generation used and
whether—the-energy—is—\erment-based; and shall clearly distinguish between
energy or tradeable energy credits provided from renewable and

nonrenewable energy sources and existing and new seurees renewable energy.

Sec. 8. PUBLIC SERVICE BOARD RULEMAKING

(a) On or before August 1, 2015, the Public Service Board (the Board)

shall commence a rulemaking proceeding to adopt initial rules to implement

Secs. 2 (sales of electric energy; RESET Program), 3 (RESET Program

categories), and 7 (tradeable renewable energy credits) of this act.

(b) On or before April 1, 2016, the Board shall submit final proposed rules

under this section to the Secretary of State and the Legislative Committee on

Administrative Rules pursuant to 3 V.S.A. § 841.

(c) On or before July 1, 2016, the Board shall finally adopt initial rules to

implement Secs. 2, 3, and 7 of this act to take effect on January 1, 2017. If the
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Board is unable to finally adopt these rules by July 1, 2016, the Board may

issue an order by that date stating the requirements of the initial rules for the

RESET program to take effect on January 1, 2017, if that order is followed by

final adoption of those initial rules for this program prior to January 1, 2017.

Initial rules finally adopted under this subsection (c) shall not be subject to the

requirement of 3 V.S.A. § 843(c) to finally adopt rules within eight months of

the initial filing.

(d) The Board and the Department of Public Service may retain experts

and other personnel to assist them with the rulemaking under this section and

allocate the costs of these personnel to the electric distribution utilities in

accordance with the process under 30 V.S.A. § 21.

* * * Harvesting and Procurement * * *
Sec. 9. 10 V.S.A. § 2751 is added to read:

8 2751. BIOMASS RENEWABILITY STANDARDS; RESET

PROGRAM

(a) Definitions. As used in this section:

(1)  “Commissioner” means the Commissioner of Forests, Parks and

Recreation.

(2) “Distributed renewable generation” shall have the same meaning as

in 30 V.S.A. § 8005.
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(3) “Energy transformation project”’ shall have the same meaning as in

30 V.S.A. 8§ 8002.

(4)  “Renewability” means capable of being replaced by natural

ecological processes or sound management practices.

(5) “RESET Program” shall have the same meaning as in 30 V.S.A.

§ 8002.

(b) Rules. The Commissioner shall adopt rules that set renewability

standards for forest products used to generate energy by distributed renewable

generation and energy transformation projects within the RESET Program.

The Commissioner shall design the standards to ensure long-term forest health

and sustainability.  These standards may include minimum efficiency

requirements for wood boilers and requirements for harvesting and

procurement. In developing these rules, the Commissioner shall consider

differentiating the standards by type of forest product and scale of forest

product consumption.

Sec. 10. FOREST, PARKS AND RECREATION RULEMAKING

On or before July 1, 2016, the Commissioner of Forests, Parks and

Recreation shall adopt initial rules under 10 V.S.A. § 2751.

* ** Environmental Attributes, Net Metering Systems * * *
Sec. 11. 30 V.S.A. § 219a(h) is amended to read:

(h)(1) An electric company:
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* * *
(1) Aheeosdon—slopemelerng—usomae —ohe—compam—aay
Shall receive ownership of the environmental attributes of electricity generated

by the customer’s net metering system, including ownership of any associated

tradeable renewable energy credits, unless at the time of application for the

system the customer elects not to transfer ownership of those attributes to the

company. H-a—eustomer—elects—this—option,—the The company shall retain

ownership of and shall retire the attributes and credits received from the

eustorer its net metering customers, which shall apply toward compliance

with
to-own-the-environmental-attributes-of renewable-epergy sections 8004 and
8005 of this title.

Sec. 12. 30 V.S.A. 8 8010(c) is amended to read:
(c) In accordance with this section, the Board shall adopt and implement
rules that govern the installation and operation of net metering systems.
(1) The rules shall establish and maintain a net metering program that:
* % %
(F) balances, over time, the pace of deployment and cost of the
program with the program’s impact on rates,; ane

(G) accounts for changes over time in the cost of technology; and
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(H) allows a customer to retain ownership of the environmental

attributes of energy generated by the customer’s net metering system and of

any associated tradeable renewable enerqy credits or to transfer those

attributes and credits to the interconnecting retail provider, and:

(i) _if the customer retains the attributes, reduces the value of the

credit provided under this section for electricity generated by the customer’s

net metering system by an appropriate amount; and

(ii) _if the customer transfers the attributes to the interconnecting

provider, requires the provider to retain them for application toward

compliance with sections 8004 and 8005 of this title.

(2) The rules shall include provisions that govern:
* * *

(E) the formation of group net metering systems, the resolution of
disputes between group net metering customers and the interconnecting
provider, and the billing, crediting, and disconnection of group net metering
customers by the interconnecting provider; and

(F) the amount of the credit to be assigned to each kWh of electricity
generated by a net metering customer in excess of the electricity supplied by
the interconnecting provider to the customer, the manner in which the

customer’s credit will be applied on the customer’s bill, and the period during

VT LEG #303053 v.7



BILL AS PASSED THE HOUSE H.40
2015 Page 92 of 108

which a net metering customer must use the credit, after which the credit shall

revert to the interconnecting provider;-ané

renewable—energy—credits. When assigning an amount of credit under this

subdivision (F), the Board shall consider making multiple lengths of time

available over which a customer may take a credit and differentiating the

amount according to the length of time chosen. For example, a credit amount

may be higher if taken over 10 years and lower if taken over 20 years. Factors

relevant to this consideration shall include the customer’s ability to finance the

net metering system, the cost of that financing, and the net present value to all

ratepayers of the net metering program.

* * *

* * * Clean Energy Development Fund * * *
Sec. 13. 30 V.S.A. 8 8015 is amended to read:
§ 8015. VERMONT CLEAN ENERGY DEVELOPMENT FUND

* k% *

(d) Expenditures authorized.

@) o liow of I it i | "

VT LEG #303053 v.7



BILL AS PASSED THE HOUSE H.40
2015 Page 93 of 108

- 2 rmillion_chall_fund 3 ceal bl :
lescribed-in subdivision (LY(E)ii) of this subsection.

Development—Fund—to—the—GeneralFund-  Notwithstanding any contrary

provision of this section, the Clean Energy Development Fund shall use all of

the monies from alternative compliance payments under sections 8004 and

8005 of this title for projects that meet the definition of “‘energy transformation

project” under section 8002 of this title and the eligibility criteria for those

projects under section 8005 of this title. The Fund shall implement projects in

the service territory of the retail electricity provider or providers making the

alternative compliance payments used to support the projects and, in the case

of a project delivered in more than one territory, shall prorate service delivery

according to each provider’s contribution. A provider shall not count, toward

its required amount under the energy transformation category of section 8005

of this title, support provided by the Fund for an enerqgy transformation

project.
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* * * Other Provisions * * *
Sec. 14. 10 V.S.A. 8 212(6)(M) is amended to read:

(M) SesteinabbPriced—Erers—Enierprie—EBevelopmen—{EREE>S

resourees a renewable energy plant, as defined in 30 V.S.A. § 8002, if the

construction of the plant requires a certificate of public good under 30 V.S.A.

8§ 248 and all or part of the electricity generated by the plant will be under

contract to a Vermont electric distribution utility;

Sec. 14a. 30 V.S.A. 8 209(d) is amended to read:

(d) Energy efficiency.

(3) Energy efficiency charge; regulated fuels. In addition to its existing
authority, the Board may establish by order or rule a volumetric charge to
customers for the support of energy efficiency programs that meet the
requirements of section 218c of this title. The charge shall be known as the
energy efficiency charge, shall be shown separately on each customer’s bill,
and shall be paid to a fund administrator appointed by the Board and
deposited into an Electric Efficiency Fund. When such a charge is shown,
notice as to how to obtain information about energy efficiency programs
approved under this section shall be provided in a manner directed by the

Board. This notice shall include, at a minimum, a toll-free telephone number,
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and to the extent feasible shall be on the customer’s bill and near the energy
efficiency charge.

(A) Balances in the Electric Efficiency Fund shall be ratepayer funds,
shall be used to support the activities authorized in this subdivision, and shall
be carried forward and remain in the Fund at the end of each fiscal year.
These monies shall not be available to meet the general obligations of the
State. Interest earned shall remain in the Fund. The Board will annually
provide the General Assembly with a report detailing the revenues collected
and the expenditures made for energy efficiency programs under this section.
The provisions of 2 V.S.A. 8 20(d) (expiration of required reports) shall not
apply to the report to be made under this subsection.

(B) The charge established by the Board pursuant to this subdivision
(3) shall be in an amount determined by the Board by rule or order that is
consistent with the principles of least cost integrated planning as defined in
section 218c of this title.

(i) As circumstances and programs evolve, the amount of the
charge shall be reviewed for unrealized energy efficiency potential and shall
be adjusted as necessary in order to realize all reasonably available, cost-
effective energy efficiency savings. In setting the amount of the charge and its
allocation, the Board shall determine an appropriate balance among the

following objectives; provided, however, that particular emphasis shall be
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accorded to the first four of these objectives: reducing the size of future power
purchases; reducing the generation of greenhouse gases; limiting the need to
upgrade the State’s transmission and distribution infrastructure;, minimizing
the costs of electricity, reducing Vermont’s total energy demand, consumption,
and expenditures; providing efficiency and conservation as a part of a
comprehensive resource supply strategy; providing the opportunity for all
Vermonters to participate in efficiency and conservation programs; and
targeting efficiency and conservation efforts to locations, markets, or

customers where they may provide the greatest value. However, in no event

shall an enerqy efficiency charge imposed prior to February 1, 2018 exceed

the following rates:

(1) residential customer — $0.01173 per kilowatt hour (kWh);

(1) commercial customer, no demand charge — $0.0108 per

(11D commercial customer, demand charge — $0.00648 per

kWh plus $1.0543 per kilowatt (kW);

(1V) industrial customer, no demand charge — $0.00719 per

kWh; and

(V) industrial customers, demand charge — $0.00484 per kWh

plus $1.1344 per kW.
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(ii) The Board, by rule or order, shall establish a process by
which a customer who pays an average annual energy efficiency charge under
this subdivision (3) of at least $5,000.00 may apply to the Board to self-
administer energy efficiency through the use of an energy savings account
which shall contain a percentage of the customer’s energy efficiency charge
payments as determined by the Board. The remaining portion of the charge
shall be used for systemwide energy benefits. The Board in its rules or order
shall establish criteria for approval of these applications.
Sec. 14b. JOINT ENERGY COMMITTEE; RECOMMENDATION

(2) On or before February 15, 2016, the Joint Energy Committee under

2 V.S.A. chapter 17 shall submit a recommendation to the House Committee on

Commerce and Economic Development, Senate Committee on Finance, House

Committee on Ways and Means, and House and Senate Committees on Natural

Resources and Energy on:

(1) whether the General Assembly should make permanent or revise the

cap on enerqy efficiency charge rates adopted under Sec. 14a of this act,

30 V.S.A. § 209(d), or allow that cap to expire in 2018; and

(2) what legislation, if any, the Committee recommends that the General

Assembly enact to clarify or alter the relationship of energy efficiency entities

and charges under 30 V.S.A. 8§ 209(d) with the enerqy transformation category

adopted under Sec. 3 of this act, 30 V.S.A. § 8005(a).
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(b) Prior to submitting its recommendation under this section, the Joint

Energy Committee shall offer an opportunity for comment by affected State

agencies; utilities; appointed enerqy efficiency entities; advocates for business,

consumer, and environmental interests; and members of the public.

(c) For the purpose of this section, the Joint Energy Committee may meet

no more than four times during adjournment without prior approval of the

Speaker of the House and the President Pro Tempore of the Senate.

Sec. 15. 30 V.S.A. § 209(j) is amended to read:
() Self-managed energy efficiency programs.
(4) All of the following shall apply to a class of programs under this
subsection:
(A) A member of the transmission or industrial electric rate classes
shall be eligible to apply to participate in the self-managed energy efficiency

program class if the charges to the applicant, or to its predecessor in interest

at the served property, under subdivision (d)(3) of this section were a minimum

of $1.5 million during calendar year 2008.

* k% %

Sec. 16. 30 V.S.A. § 218(f) is amended to read:

(f) Regulatory incentives for renewable generation.
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(1) Notwithstanding any other provision of law, an electric distribution
utility subject to rate regulation under this chapter shall be entitled to recover
in rates its prudently incurred costs in applying for and seeking any certificate,
permit, or other regulatory approval issued or to be issued by federal, State, or
local government for the construction of new renewable energy to be sited in
Vermont, regardless of whether the certificate, permit, or other regulatory
approval ultimately is granted.

(2) The Board is authorized to provide to an electric distribution utility
subject to rate regulation under this chapter an incentive rate of return on
equity or other reasonable incentive on any capital investment made by such
utility in a renewable energy generation facility sited in Vermont.

(3) To encourage joint efforts on the part of electric distribution utilities

to support renewable energy and to secure stable, long-term contracts

beneficial to Vermonters, the Board may establish standards for preapproving

the recovery of costs incurred on a renewable energy plant that is the subject

of that joint effort, if the construction of the plant requires a certificate of

public good under section 248 of this title and all or part of the electricity

generated by the plant will be under contract to the utilities involved in that

joint effort.

(4) Forthe-purpese-of In this subsection, “plant,” “renewable energy,”

and “‘new renewable energy” shall be as defined in section 8002 of this title.
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Sec. 17. 30 V.S.A. § 218c(b) is amended to read:

(b) Each regulated electric or gas company shall prepare and implement a
least cost integrated plan for the provision of energy services to its Vermont
customers. At least every third year on a schedule directed by the Public
Service Board, each such company shall submit a proposed plan to the
Department of Public Service and the Public Service Board. The Board, after
notice and opportunity for hearing, may approve a company’s least cost

integrated plan if it determines that the company’s plan complies with the

requirements of subdivision (a)(1) of this section and is—reasenably-consistent

total-renewables-targets) of sections 8004 and 8005 of this title.

Sec. 18. 30 V.S.A. 8 219a(m) and (n) are amended to read:

(m)(1) A facility for the generation of electricity to be consumed primarily
by the Military Department established under 3 V.S.A. § 212 and 20 V.S.A.
8 361(a) or the National Guard as defined in 32 U.S.C. 8 101(3), and installed
on property of the Military Department or National Guard located in Vermont,
shall be considered a net metering system for purposes of this section if it
has a capacity of 2.2 MW or less and meets the provisions of subdivisions
(a)(6)(B)-(D) of this section.

(2) If the interconnecting electric company agrees, a solar facility or

group of solar facilities for the generation of electricity, to be installed by or
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on behalf of one or more municipalities on a closed landfill, shall be
considered a net metering system for purposes of this section if the facility or
group of facilities has a total capacity of 5 MW or less and meets the
provisions of subdivisions (a)(6)(B)-(D) of this section. The facilities or group
of facilities may serve as a group net metering system that includes and is
limited to each participating municipality. In this subdivision (2),

“municipality” shall have the same meaning as under 24 V.S.A. § 4551.

* * *

(n) AsapHeotprejeet—an An electric cooperative under chapter 81 of this

title may eenstruet engage in a pilot project involving a solar generation

facility or group of solar generation facilities to produce power to be

consumed by the company or its customers and-to-be-instatled-ontand-ewned

or-leasedby the-company.

@) tor._this il ioct._the_olectr : siti

approvalfor—the A facility or group of facilities participating in this pilot

project may seek siting approval pursuant to the Board’s order issued under

subsection 8007(b) of this title, notwithstanding that subsection’s limitation to

plants with a plant capacity greater than 150 kW and 2.2 MW or less.

* k% *

Sec. 19. 30 V.S.A. § 248(b) is amended to read:
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(b) Before the Public Service Board issues a certificate of public good as
required under subsection (a) of this section, it shall find that the purchase,
investment or construction:
* % *
(9) with respect to a waste to energy facility;:
(A) is included in a solid waste management plan adopted pursuant
to 24 V.S.A. § 2202a, which is consistent with the State Solid Waste
Management Plan; and

(B) is included in a solid waste management plan adopted pursuant

to 24 V.S.A. § 2202a for the municipality and solid waste district from which a

substantial portion of the waste is to originate, if that municipality or district

already beneficially uses a portion of the waste;

Sec. 20. 30 V.S.A. 8 248(r) is added to read:

(r) The Board may provide that in any proceeding under subdivision

(a)(2)(A) of this section for the construction of a renewable enerqgy plant, a

demonstration of compliance with subdivision (b)(2) of this section, relating to

establishing need for the plant, shall not be required if all or part of the

electricity to be generated by the plant is under contract to one or more

Vermont electric distribution companies and if no part of the plant is financed

directly or indirectly through investments, other than power contracts, backed
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by Vermont electricity ratepavers. In this subsection, “plant” and ‘“‘renewable

energy” shall be as defined in section 8002 of this title.

Sec. 21. 30 V.S.A. 8 8001(b) is amended to read:

(b) The Board shall prevideby-orderor+ule; adopt the regulations rules

and procedures that are necessary to allow the Board and the Department to

implement and supervise programs pursuant to subchapter 1 of this chapter.

* ** Technical Amendments * * *
Sec. 22. 30 V.S.A. 8 2(g) is amended to read:

(9) In all forums affecting policy and decision making for the New England
region’s electric system, including matters before the Federal FEnergy
Regulatory Commission and the Independent System Operator of New
England, the Department of Public Service shall advance positions that are
consistent with the statutory policies and goals set forth in 10 V.S.A. 8§ 578,
580, and 581 and sections 202a, 8001, 8004, and 8005 of this title. In those
forums, the Department also shall advance positions that avoid or minimize
adverse consequences to Vermont and its ratepayers from regional and
inter-regional cost allocation for transmission projects. This subsection shall
not compel the Department to initiate or participate in litigation and shall not
preclude the Department from entering into agreements that represent a
reasonable advance to these statutory policies and goals.

Sec. 23. 30 V.S.A. 8 219a(e)(3)(C) is amended to read:
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(C) Any accumulated credits shall be used within 12 months, or shall

revert to the electric company, without any compensation to the customer.

Sec. 24. REPEAL

30 V.S.A. § 219bh(a)(5) (net metering systems; SPEED resources) is

repealed.
Sec. 25. CONFORMING AMENDMENTS; RENEWABLE ENERGY

DEFINITIONS

(&) In 2014 Acts and Resolves No. 99, Sec. 3, in 30 V.S.A. § 8002(8)

(existing renewable energy) and (17) (new renewable energy), each

occurrence of “December 31, 2004” is amended to “June 30, 2015.” The

Office of Legislative Council shall implement these amendments during

statutory revision.

(b) 2014 Acts and Resolves No. 99, Sec. 3 is amended to read:

Sec. 3. 30 V.S.A. § 8002 is amended to read:
§ 8002. DEFINITIONS

As used in this chapter:
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(21) “Renewable energy” means energy produced using a technology
that relies on a resource that is being consumed at a harvest rate at or below
its natural regeneration rate.
(A) For purposes of this subdivision (21), methane gas and other
flammable gases produced by the decay of sewage treatment plant wastes or
landfill wastes and anaerobic digestion of agricultural products, byproducts,

or wastes, or of food wastes shall be considered renewable energy resources,

but no other form of solid waste, other than agricuttural-or silvicultural waste,

shall be considered renewable.

(24) “SPEED Standard Offer Facilitator” means an entity appointed by

the Board pursuant to subdivision-8005(b}1) subsection 8005a(a) of this title.

are-attached: [Repealed.]

(28)  “Energy transformation project” means an undertaking that

provides enerqgy-related goods or services but does not include or consist of

the generation of electricity and that results in a net reduction in fossil fuel

consumption by the customers of a retail electricity provider and in the
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emission of greenhouse gases attributable to that consumption. Examples of

energy transformation projects may include home weatherization or other

thermal enerqgy efficiency measures; air source or geothermal heat pumps;

high efficiency heating systems; increased use of biofuels; biomass heating

systems; support for transportation demand management strategies; support

for electric vehicles or related infrastructure; and infrastructure for the

storage of renewable energy on the electric grid.

(29) “RESET Program” means the Renewable Energy Standard and

Energy Transformation Program established under sections 8004 and 8005 of

this title.
Sec. 26. 30 V.S.A. § 8009 is amended to read:
8 80009. BASELOAD RENEWABLE POWER PORTFOLIO

REQUIREMENT

() With respect to a plant used to satisfy the baseload renewable power
portfolio requirement:

(1) The SPEED Standard Offer Facilitator shall purchase the baseload

renewable power, and shall allocate the electricity purchased and any

associated costs shat-be-allocated-by-the- SPEED-Faciitator to the Vermont

retail electricity providers based on their pro rata share of total Vermont retail
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kWh sales for the previous calendar year, and the Vermont retail electricity
providers shall accept and pay those costs.

* * *

(i) The State and its instrumentalities shall not be liable to a plant owner or
retail electricity provider with respect to any matter related to the baseload
renewable power portfolio requirement or a plant used to satisfy such
requirement, including costs associated with a contract related to such a plant
or any damages arising from the breach of such a contract, the flow of power
between a plant and the electric grid, or the interconnection of a plant to that
grid. For the purpose of this section, the Board and the SPEED Standard
Offer Facilitator constitute instrumentalities of the State.

* * * Severability and Effective Dates * * *
Sec. 27. SEVERABILITY

The provisions of this act are severable. If any provision of this act is

invalid, or if any application of this act to any person or circumstance is

invalid, the invalidity shall not affect other provisions or applications which

can be qgiven effect without the invalid provision or application.

Sec. 28. EFFECTIVE DATES

(@) This section and Secs. 8 (Public Service Board rulemaking),

10 (Forests, Parks and Recreation rulemaking), 14a (energy efficiency

charge), 14b (joint energy committee; recommendation), 18 (net metering pilot
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project), and 27 (severability) shall take effect on passage. Notwithstanding 1

V.S.A. §214, Sec. 18 shall apply to facilities for which an application for a

certificate of public good is pending as of its effective date.

(b) Secs. 1 through 7,9, 11, 13, 14, 15 through 17, and 19 through 26 shall

take effect on July 1, 2015. Sec. 11 (net metering systems:; environmental

attributes) shall not apply to complete applications filed prior to its effective

date.

(c) Sec. 12 (net metering systems; environmental attributes) shall amend

30 V.S.A. § 8010 as added effective January 1, 2017 by 2014 Acts and

Resolves No. 99, Sec. 4. Sec. 12 shall take effect on January 2, 2017, except

that, notwithstanding 1 V.S.A. § 214, the section shall apply to the Public

Service Board process under 2014 Acts and Resolves No. 99, Sec. 5.
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