ANNEX A

TITLE 52. PUBLIC UTILITIES

PART 1.  PUBLIC UTILITY COMMISSION

SUBPART C.  FIXED SERVICE UTILTIES

CHAPTER 69.  GENERAL ORDERS, POLICY STATEMENTS AND

GUIDELINES ON FIXED UTILITIES

POLICY STATEMENT IN SUPPORT OF PENNSYLVANIA SOLAR PROJECTS

§69.1901.  Purpose.
(a)  Beginning in 2004, the Pennsylvania General Assembly enacted, and the Governor signed, a series of legislation promoting the development of renewable energy in Pennsylvania generally, and solar alternative energy specifically.  In 2004, the Alternative Energy Portfolio Standards Act (AEPS Act) established a requirement that the power purchased for Pennsylvania customers by electric distribution companies (EDCs) and electric generation suppliers (EGSs) must include a component of solar photovoltaic electricity from solar alternative energy sources or solar alternative energy credits, known in the industry as "SRECs" (solar renewable energy credits).  Under the AEPS Act, an SREC is referred to as a solar alternative energy credit, or solar AEC.  An AEC is earned when one megawatt hour of electricity is generated from an approved alternative energy source.  In 2007, the AEPS Act was amended and, among other provisions, solar thermal energy was added to the definition of Tier I alternative energy sources.  This Commission is responsible for ensuring compliance with the AEPS Act.  

(b) In 2008, the Alternative Energy Investment Act (AEI Act) was signed into law, providing, among other things, funding through the Department of Environmental Protection for small-scale solar projects in owner-occupied dwellings and small businesses.  Additional funds for large-scale solar projects were made available by the AEI Act through the Pennsylvania Department of Community and Economic Development (DCED).  



(c) These Acts establish a clear policy to promote the construction of small- and large-scale solar projects in Pennsylvania.  But, even though that policy has been clearly articulated, the Commission is concerned that barriers still exist that prevent new solar projects from becoming a reality in Pennsylvania.  Pennsylvania EDCs, their customers and those interested in developing solar projects of any size are impeded in their economic analysis of such projects by the uncertainty of a price to assign the SRECs that would be generated by small or large-scale solar projects.  This policy statement outlines a process by which that barrier can be overcome.

§69.1902.  Definitions. 


The following words and terms, when used in §§69.1901 – 69.1904, have the following meanings, unless the context clearly indicates otherwise: 


EDC-- Electric distribution company--   The term has the same meaning as defined in 66 Pa.C.S. §2803 (relating to definitions).



Large-scale solar project-- An alternative energy generation system employing solar photovoltaic technology with a nameplate capacity of 200 kW or more.


Small-scale solar project-- An alternative energy generation system employing solar photovoltaic with a nameplate capacity of less than 200kW.

Solar Aggregator-- A person or entity that purchases for resale, or otherwise consolidates for sale, solar alternative energy credits for resale to electric distribution companies and electric generation suppliers.


SREC market price-- The weighted average of all accepted winning bids in response to an EDC request for proposal (RFP) for large-scale solar project solar alternative energy credits, as those credits are defined in the Alternative Energy Portfolio Standards Act, as amended.


Stakeholder working group-- A group composed of electric distribution companies, electric generation suppliers, Commission staff, public advocates, solar aggregators and other interested parties that meets at least semi-annually and proposes to the Commission updates to standardized solar alternative energy credit RFPs and related contracts that are posted on the Commission's website.        

§69.1903.   RFPs to establish SREC values recoverable as a reasonable expense.  

(a)  SREC procurement from large-scale solar projects.  The Commission encourages EDCs to issue requests for proposals (RFPs) for large-scale solar projects whose SREC output will be used to meet EDC obligations under the AEPS Act.  RFPs should provide for a fair, transparent, and open competitive bidding process. Standardized RFP documents developed by the stakeholder working group should be utilized.  The Commission will review and either approve or reject bids submitted in response to such RFPs within a reasonable period of time.  

(b)  SREC procurement from small-scale solar projects.  EDCs are encouraged to procure SRECs from small-scale solar projects through competitively bid RFP processes and bilateral contracts. 

(1) If an RFP process is used, EDCs should adhere to the same standards in use for large-scale solar project RFPs. The Commission will review and evaluate bids for small-scale solar RFPs within a reasonable period of time.

(2) EDCs may enter into bilateral contracts for SRECs from small solar projects subject to the following conditions:

a. The price negotiated for SRECs may not exceed the Commission-approved average winning bid price in the EDC’s most recent RFP for large-scale solar projects.  

b. If the EDC has not utilized an RFP for a large-scale project, the price negotiated for SRECs may not exceed the Commission-approved average winning bid price from the most recent large-scale solar RFP by another Pennsylvania EDC, as reported on the Commission’s AEPS Credit Administrator’s website pursuant to Section 69.1902(b)(2)c.
c. The amount of small-scale solar project SRECs yet to be procured by the EDC, and the EDC's historic and current average SREC market prices from each of the EDC’s large solar project procurements should be listed on the Commission's AEPS Credit Administrator's website, as well as the EDC's website, and updated at least monthly.

d. The amount of small-scale solar project SRECs procured through bilateral contracts during a single AEPS compliance year should not exceed the number of SRECs  procured by the EDC in its last large-scale solar project procurement.  

e. The bilateral contract approach should be used to support the development of small-scale solar projects located in Pennsylvania.

(c)  EDC cost recovery.  The cost of SRECs acquired through the above procurement approaches may be recovered consistent with the provisions of the AEPS Act and other applicable law.

§69.1904.  Contracts for the purchase of SRECs by EDCs.  

(a)  Standardized contracts.  EDCs should employ standardized contracts for their purchase of SRECs from large-scale solar projects and small-scale solar projects.  The standardized contract for small-scale solar projects should be simple, understandable and provide for the option to purchase SRECs from solar aggregators.   Standardized contracts for the long-term procurement of SRECs should be from five to twenty years in length.
(b)  Contracts with solar aggregators.  The Commission finds it reasonable and efficient, and therefore encourages, EDCs to execute a master agreement with a solar aggregator for the purchase of SRECs from various sources that establishes a prevailing SREC market price at a particular point in time through letter agreements that incorporate the terms of the master agreement.  

(c)  Performance guarantees, security and other contract terms.  While  EDCs may require the posting of bid security in an RFP for large-scale solar projects, bid security for small-scale solar projects is not necessary due to the manner in which the SREC market price for such projects is established.  In addition, small-scale solar projects under 15 kW in nameplate capacity may use estimates to report SREC generation to the PJM-GATS system, as authorized under the AEPS Act, and should not be required to provide security relating to project completion or performance.  Small-scale solar project contracts for projects at or above 15 kW in nameplate capacity, or from a solar aggregator selling the EDC SRECs from projects 15 kW or more in nameplate capacity, may contain a security deposit, refundable upon completion of project construction and certification of initial performance, as well as a performance guarantee refundable over the performance period or at the end of the contract. These provisions may be included to ensure that the aggregated solar projects supporting the SRECs are actually constructed and perform as designed.  Security deposits for projects 15 kW or more in nameplate capacity, or aggregated projects 15 kW or more in nameplate capacity, may be converted, upon reasonable advance notice by the EDC to the impacted parties, from a refund to a performance guarantee upon project completion and certification.   In addition, small-scale solar project SREC contracts may provide for EDC remote monitoring of solar installations.  Contracts between EDCs and others for the purchase of SRECs from small-scale solar projects may also provide for a reasonable allocation of the risk of a project failing due to force majeure-type events.  EDCs may establish reasonable financial qualifications for solar aggregators from whom they purchase SRECs,  
(d)  Contracts on behalf of residential customers.  EDCs are encouraged to contract for SRECs with solar aggregators that obtain SRECs from creditworthy residential owners of small-scale solar projects.  These projects can provide a beneficial way for those customers to cope with the volatility of electricity prices.  

(e)  Stakeholder working group.  An EDC standardized contract and other related documents, for the purchase of SRECs from large-scale solar projects and small-scale solar projects should be posted on the Commission's website and periodically updated via input from a stakeholder working group to ensure that such contracts reflect the most recent developments in Pennsylvania law and energy policy.

(f) Customer Education.  An EDC is encouraged to educate its retail customers of the opportunity to sell SRECs under the large-scale solar project RFP solicitation and the small-scale solar program in support of local development of solar resources.
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