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2013 -- S0641 SUBSTITUTE A

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO PUBLIC UTILITIES AND CARRIERS - DISTRIBTED GENERATION
STANDARD CONTRACTS

Introduced By:Senators Walaska, Miller, Paiva Weed, Ruggerid,RiPalma

Date IntroducedMarch 06, 2013

Referred ToSenate Environment & Agriculture

(Administration)

It is enacted by the General Assembly as follows:

SECTION 1. Sections 39-26.2-3, 39-26.2-4, 39-26.3%-26.2-7, 39-26.2-8 and 39-
26.2-12 of the General Laws in Chapter 39-26.2tledti"Distributed Generation Standard
Contracts" are hereby amended to read as follows:

39-26.2-3. Definitions. -- When used in this chapter, the following termslidiave the

following meanings:

(1) "Annual target" means the target for totalewable energy nameplate capacity of
new distributed generation standard contractsiganasection 39-26.2-3.

(2) "Commission" means the Rhode Island publilities commission.

(3) "Board" shall mean the distributed generatstendard contract board established
pursuant to the provisions of chapter 39-26.2-3heroffice of energy resources. Until such time
as the board is duly constituted, the office ofrgpeesources shall serve as the board with the
same powers and duties pursuant to this chapter.

(4) "Distributed generation contract capacity” meden percent (10%) of an electric
distribution company’'s minimum long-term contraepacity under the long-term contracting
standard for renewable energy in section 39-26ih&usive of solar capacity. The distributed
generation contract capacity shall be reserveddquisition by the electric distribution company
through standard contracts pursuant to the prowssid this chapter.

(5) "Distributed generation facility" means an attical generation facility that is a
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newly developed renewable energy resource as defimesection 39-26.1-2, located in the

electric distribution company's load zone with ameplate capacity no greater than five
megawatts (5 MW), using eligible renewable energgources as defined by section 39-26-5,
including biogas created as a result of anaeroigiestion, but, specifically excluding all other

listed eligible biomass fuels, and connected telactrical power system owned, controlled, or
operated by the electric distribution company.

(6) "Distributed generation project” means a dudtiinstallation of a distributed
generation facility. An installation will be consigd distinct if it is installed in a different
geographical location and at a different time fdatrinvolves a different type of renewable energy
class.

(7) "Electric distribution company" means a compdefined in subdivision 39-1-2(12),
supplying standard offer service, last resort servior any successor service to end-use
customers, but not including the Block Island Po@empany or the Pascoag Utility District.

(8) "Large distributed generation project” meartistributed generation project that has
a nameplate capacity that exceeds the size of d drstmibuted generation project in a given
year, but is no greater théme threemegawatt$5-MA5 (3 MW) nameplate capacity.

(9) "Office" means the Rhode Island office of eryamesources.

{9(10) "Program year" means a calendar year beginningialgnl and ending
December 31.

{10)(11) "Renewable energy classes" means categories fferafit renewable energy
technologies using eligible renewable energy ressuas defined by section 39-26-5. For each
program year, the board shall determine the renlewaiergy classes as are reasonably feasible
for use in meeting distributed generation objedifiom renewable energy resources and are
consistent with the goal of meeting the annualeafgr the program year. For the program year
ending December 31, 2012, there shall be at least(f}) technology classes and at least two (2)
shall be for solar generation technology, and astlene shall be for wind. The board may add,
eliminate, or adjust renewable energy classesdoh @rogram year with public notice given at
least sixty (60) days previous to any renewablegnelass change becoming effective. For each
program year, the board shall set renewable erdeagg targets for each class established. Class
targets are the total program-year target amouhtzameplate capacity reserved for standard
contracts for each renewable energy class. Theofuath the class targets shall equal the annual
target.

41)12) "Renewable energy credit" means a New England @&or Information

System renewable energy certificate as definedldisision 39-26-2(15);
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£4-2(13) "Small distributed generation project” means #ritisted generationenewable
energyproject that has a nameplate capaeib-arger—tharwithin the following: Solar:fifty

kilowatts (50 KW) tofive hundred kilowatts (500 KW); Windifty kilowatts (50 KW) toone and

one-half megawatts (1.5 MW). For technologies othan solar and wind, the board shall set the
nameplate capacity size limits, but such limits may exceed one megawatt. The board may
lower the nameplate capacity from year to yeamfoy of these categories, but may not increase
the capacity beyond what is specified in this d&fin. In no case may a project developer be
allowed to segment a distributed generation praject smaller sized projects in order to fall
under this definition.

{13)(14) "Standard contract" means a contract with a tdrfifteen (15) years at a fixed
rate for the purchase of all capacity, energy, attibutes generated by a distributed generation
facility. A contract may have a different term ifis mutually agreed to by the seller and the
electric distribution company and it is approvedtbg commission. The terms of the standard
contract for each program year and for each renlewaergy class shall be set pursuant to the
provisions of this chapter.

{44)(15) "Standard contract ceiling price" means the stahd@ntract price for the
output of a distributed generation facility whichice is approved annually for each renewable
energy class pursuant to the procedure establishéus chapter, for the purchase of energy,
capacity, renewable energy certificates, and dilelotenvironmental attributes and market
products that are available or may become avaifate the distributed generation facility.

39-26.2-4. Standard contracts -- Annual targets. -- (a) To the extent eligible projects

are available and submit conforming applications,ekectric distribution company shall enter
into standard contracts for an aggregate namepégtacity of at least forty megawatts (40 MW)
of distributed generation projects by the end af£Qunless such schedule is extended by the
board. The contracting shall be spread over fouydars, based on the annual targets, aggregated
to reflect annual targets from prior program yeaositained in the following four (4) year phased
schedule, unless such schedule is adjusted byotrel In any given year:

(1) By December 30, 2011: a minimum of five megtisvéb MW) nameplate;

(2) By December 30, 2012: a minimum aggregatewsnty megawatts (20 MW)
nameplate;

(3) By December 30, 2013: a minimum aggregate hityt megawatts (30 MW)
nameplate;

(4) By December 30, 2014: a minimum aggregate afyf megawatts (40 MW)

nameplate.
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(b) By October 15, 2011 and each calendar yedoviolg until October 15, 2013, the
board may recommend to the commission that theartatget for the following program year
be adjusted upward to reflect any shortfalls in tingethe previous program year's annual target
or to reflect any standard contracts entered inting prior program years that are voided. The
board may also recommend to the commission thaatimeial target for the following program
year be adjusted downward by any amounts thatréndgqus program year's annual targets were
exceeded by the standard contracts entered intogdiimat program year.

(c) The board may, based on market data and oitfegmation available to it including
pricing for standard contracts received during fmes program years, recommend a reduction of
the annual target for the upcoming program yearrg/tbe board determines that market
conditions would be likely to produce unfavorabligh target pricing for standard contracts
during that upcoming program year. In consideringhsissues, the board may take into account
the reasonableness of current pricing and its itnpaall electric distribution customers who will
be paying for the output for up to twenty (20) yeat such prices. The board maijso

recommendand the commission shall authoriz& extension of time to achieve the forty

megawatt (40 MWjargettargets to allow for contracting to occur after 2014nécessary.

(d) The electric distribution company must contréar at least forty megawatts (40
MW) of nameplate capacity distributed generationjguts by the end of 2014, unless such
schedule is extended by the board. The electriilolision company may not be required to
contract for more than forty megawatts (40 MW) lee tistributed generation contract capacity,
but may do so voluntarily, subject to commissioprapal.

(e) Each year, the board shall file its recommé&nda relating to the schedule, along
with its report and recommendations regarding rgifirices, for the commission's review and
approval as specified in subsection 39-26.2-5(b).

() Nothing in this chapter shall derogate frore gtatutory authority of the commission
or the division, including, but not limited to, thethority to protect ratepayers from unreasonable
rates.

39-26.2-6. Standard contract enrollment program. -- (a) Each electric distribution

company shall conduct at least three (3) standamtract enrollments during each program year;
however, during 2011 the electric distribution camp need only conduct one enroliment. Each
enrollment shall be open for a two (2) week pertuting which the electric distribution

company is required to receive standard short-f@pplications requesting standard contracts for
distributed generation energy projects. The shartifapplications shall require the applicant to

provide the project owner's identity and the prigeproposed location, nameplate capacity, and
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renewable energy class and allow for additionadrimfation relative to the permitting, financial
feasibility, ability to build, and timing for deptment of the proposed projects. For small
distributed generation projects, the applicant nsusimit an affidavit confirming that the project
is not a segment of a larger project being plarfoednlargement over time. For large distributed
generation projects, the short-form applicationlishigo require the applicant to bid a bundled
price for the sale of the energy, capacity, rendsvaénergy certificates, and all other
environmental attributes and market products theasailable or may become available from the
distributed generation facility, on a per kilowhtiur basis for the output of the project. Subject
to the provisions of subsections (b) and (c) belin, electric distribution company shall not be
required to enter into standard contracts in exoédise annual target for the applicable program
year and shall not be required to enter into sta@hdantracts in excess of any limit set by the
board and approved by the commission for a giveollement. However, the electric distribution
company may voluntarily exceed an enrollment peliodt as long as it does not exceed an

annual target for the applicable program year.

(b) For small distributed generation projects, eétextric distribution companyn-a-first

celling—price shall select projects for standard contracts basedhe lowest proposal prices

receivedwith any distributed generation project which rsetite requirements of all applicable
tariffs and regulations, and meets the criteria eénewable energy class in effect, until the class
target is met. Enrollment periods will be goverigda solicitation and enrollment process rules
that shall be filed with the commission each Octdtieby the electric distribution company, and
approved by the commission within sixty (60) dafswch filing.

(c) For large distributed generation projects, #ghectric distribution company shall
select projects for standard contracts based orotliest proposed prices received, but not to
exceed the applicable standard contract ceilingepprovided, that the selected projects meet the
requirements of all applicable tariffs and regulas and meet the criteria of a renewable energy
class in effect until the class target is met. pxder 2011, no enrollment period shall seek to
enroll more than one-third (1/3) of the annual géal the distribution company for large
distributed generation projects.

(d) If there are more projects than what is spatifor a class target at the same price,
the electric distribution company shall review t#ygplications submitted and select first those

projects that appear to be the furthest along imeldpment and likely to be deployed

consultation with the officeThose projects that are likely to be deployedhanearliest timelines

shall be selected. To the extent the electric itidion company is unable to make a clear
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distinction on this basis, the electric companylistegort the results to the board and not enter
into contracts with those projects that are tiedooaing. In such case, the board may take such
action as it deems appropriate for the selectioprofects, including seeking more information
from the projects. Alternatively, the board may sider adjustments to the ceiling price and a
rebid, or simply wait until the next enrollment.

(e) Should an electric distribution company detaamihat it has entered into sufficient
standard contracts to achieve a program-year tdagst, it shall immediately report this to the
board, the office of energy resources, and the desiom, and cease entering into standard
contracts for that renewable energy class for #mainder of the program year. An electric
distribution company may exceed the renewable gneleass target if the last standard contract

entered into may cause the total purchased to dxttee targetThe office and the electric

distribution company shall enter into a memorandifranderstanding reqgarding the sharing of

the information and data related to the distributederation program.

(f) The electric distribution company is authodz® enter into standard contracts up to
the applicable ceiling price. As long as the teohthe standard contract are materially the same
as the standard contract terms approved by the &siom and the pricing is no higher than the
applicable ceiling price, such contracts shall éerded prudent and approved by the commission
for purposes of recovering the costs in rates.

(g9) A distributed generation project that alsd&ng employed by a customer for net
metering purposes may submit an application to @&l excess output from its distributed
generation project. In such case, however, atldaien of the self-generator all of the renewable
energy certificates and environmental attributetapeng to the energy consumed on site may be
sold to the electric distribution company on a rhatm-month basis outside of the terms of the
standard contract. In such case, the portion ofeghewable energy certificates that pertain to the
energy consumed on site during the net meteridndpiperiod shall be priced at the average
market price of renewable energy certificates, Whitay be determined by using the price of
renewable energy certificates purchased or solthdglectric distribution company.

39-26.2-7. Standard contract -- Form and provisions. -- The following process shall be

implemented to establish the non-price terms amditons of the standard contract:

(1) A working group ("contract working group") shle established and supervised by
the board, consisting of the following membersT(ie director of the office of energy resources;
(i) A designee from the division of public utiks and carriers; (iii) Two (2) designees of the
electric distribution company; (iv) Two (2) indiwdls designated by the office of energy

resources who are experienced developers of retewaberation projects; (v) One individual
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designated by the office of energy resources whresents a customer of the electric distribution
company; and (vi) A lawyer designated by the offideenergy resources who has at least three
(3) years of experience in negotiating and/or depiely power purchase agreements. With
respect to the lawyer designated in (vi) above glketric distribution company shall enter into a
cost reimbursement agreement with such lawyerotopensate the lawyer for the time spent
serving in the contract working group at the reabdm hourly rate negotiated by the office of
energy resources. The costs incurred by the daeddistribution company under the
reimbursement agreement shall be recovered in bgtélse electric distribution company in the
year incurred or the year following incurrence thgb an appropriate filing with the commission.
The contract working group shall be an advisoryugrthat is not to be considered to be an
agency for purposes of the administrative proceslat or any other laws pertaining to public
bodies.

(2) The contract working group shall work in go@ith to develop standard contracts
that would be applicable for various technolog@sidoth small and large distributed generation
projects. The standard contracts should balancendsel for the project to obtain financing
against the need for the distribution company totgmt itself and its distribution customers
against unreasonable risks. The standard conthaxtics be developed from contracting terms
typically utilized in the wholesale power industtgking into account the size of each project and
the technology. The standard contracts shall peovor the purchase of energy, capacity,
renewable energy certificates, and all other emvivental attributes and market products that are
available or may become available from the distadugeneration facility. However, the electric
distribution company shall retain the right to sepa out pricing for each market product under
the contracts for administrative and accountingppses to avoid any detrimental accounting
effects or for administrative convenience, providldt such accounting as specified in the
contract does not affect the price and financialefies to the seller as a seller of a bundled
product. The standard contract also shall:

(i) Hold the distributed generation facility ownkgible for the cost of interconnection
from the distributed generation facility to thedrdonnect point with the distribution system, and
for any upgrades to the existing distributed getn@rasystem that may be required by the electric
distribution company. However, a distributed getierafacility owner may appeal to the
commission to reduce any required system upgrades ¢o the extent such upgrades can be
shown to benefit other customers of the electrgtrithiution company and the balance of such
costs shall be included in rates by the electrgtrifhution company for recovery in the year

incurred or the year following incurrence;
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(i) Require the distributed generation facilitwier to make a performance guarantee
deposit to the electric distribution company oftefén dollars ($15.00) for small distributed
generation projects or twenty-five dollars ($25.0@) large distributed generation projects for
every renewable energy certificate estimated tgdeerated per year under the contract, but at
least five hundred dollars ($500) and not more terenty-five thousand dollars ($75,000), paid
at the time of contract execution;

(i) Require the electric distribution company tefund the performance guarantee
deposit on a pro-rated basis of renewable energglitsr actually delivered by the distributed
generation facility over the course of the firsayef the project's operation, paid quarterly;

(iv) Provide that if the distributed generatiorifily has not generatedinety percent
(90%) of the output proposed in its enrollment applicatioithin eighteen (18) months after

execution of the contract, the contrastaubmatically—veidedshall be terminatecand the

performance guaranteie shall be forfeited. An_eligible small-scale hydropower distributed

generation facility that has not generated ninegycent (90%) of the output proposed in its

enrollment application within thirty-six (36) momsthafter execution of the contract shall result in

the contract being terminated and the performanaeamtee being forfeitedAny forfeited

performance guarantee deposits shall be creditedl tistribution customers in rates and not
retained by the electric distribution company;

(v) Provide for flexible payment schedules that rhbaynegotiated between the buyer and
seller, but shall be no longer than quarterly ibaneement cannot be reached;

(vi) Require that an electric meter which conformish standard industry norms be
installed to measure the electrical energy outptit® distributed generation facility, and require
a system or procedure by which the distributed gaimn facility owner shall demonstrate
creation of renewable energy credits, in a maneevgnized and accounted for by the GIS; such
demonstration of renewable energy credit creatmmd at the distributed generation facility
owner's expense. The electric distribution compaay, at its discretion, offer to provide such a
renewable energy credit measurement and accoustisggm or procedure to the distributed
generation facility owner, and the distributed gatien facility owner may, at its discretion, use
the electric distribution company's program, or tis# of an independent third party, approved
by the commission, and the costs of such measutearah accounting are paid for by the
distributed generation facility owner.

(vii) All distributed generation projects that haerecuted contracts will be required to

submit quarterly reports on the progress of thgeptdo the distribution company and the office

of energy resources. Failure to submit these alwrigrogress reports may result in the

LC01653/SUB A - Page 8



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

termination of the contract.

(3) If the contract working group reaches agrednoenthe terms of standard contracts,
the board shall file the contracts with the comioissfor approval. If there are any
disagreements, they shall be identified to the ct@sion. The commission shall review the
standard contracts for conformance with the statedset forth in subsection (2). Should there be
any disputes, the commission shall issue an oeflving them. To the extent the commission
needs expert assistance to resolve any disagreemeted in the filing, the commission is
authorized to hire a consultant to assist it ingiraeceedings, the costs of which shall be recovered
from electric distribution customers pursuant torgorm factor established by the commission
in rates for recovery by the electric distributicompany in the year incurred or the year
following incurrence, as requested through a filimg the electric distribution company. The
commission shall issue an order approving stanftards of contract within sixty (60) days of
the filing.

39-26.2-8. Standard contract -- Reporting. -- (a) After each enrollment during a

program year the electric distribution companieallsprovide a report to the board, office of
energy resources, and the commission of the aggregaount of project nameplate capacity that
was the subject of standard contracts enteredduating that enrollment and the prices under
each of the standard contracts that were executed.

(b) Each quarter of a program year, the electistridution company shall provide an
accounting to office of energy resource, the boand, the commission of the total amount paid to
distributed generation facilities under standarahtigts during that quarter, until the forty
megawatt (40 MW) target is met;

(c) Until the forty megawatt (40 MW) target is méte electric distribution company
shall submit preliminary reports to office of engngsources, the board, and the commission
indicating the number of standard contracts andl tstimated annual generation, price, class,
and any other relevant information for the purposédetter specifying classes, targets, or
standard contract prices so as to achieve the pespset forth in this chapter. Such reports shall
be submitted no later than sixty (60) days priaghevend of the calendar year.

(d) The electric distribution company shall in caltastion with the office utilize uniform

standard forms for evaluating project proposals simall rank projects according to uniform

criteria.

(e) At the end of each enrollment, the electri¢rifigtion company shall, upon request by

an applicant, provide said applicant with writteedback on the evaluation of said applicant's

project proposal.
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39-26.2-12. Power s and duties. -- The board shall have the power to:

(1) Develop and recommend to the public utilib@snmission for review and approval
ceiling prices for standard contracts under theritliged generation standard contracts;

(2) Develop and recommend to the commission adjeists up or down to the annual
target for standard contracts for the followinggyeom year;

(3) Monitor and evaluate performance under thetridiged generation standard

contracts act, including an assessment of ratepaygactand the project selection procegsbe

submitted annually in a report to the governor thredgeneral assembly.

(4) Participate in proceedings of the public ti&é8 commission that pertain to the
purposes of the board.

(5) In order to provide funding for the purposé&ingaging consultants and professional
services as necessary and appropriate for the boudfill its duties and purposes, an allocation
of no less than fifty thousand dollars ($50,00@nfrunused portions of Regional Greenhouse
Gas Initiative ("RGGI") auction proceeds not detkdato efficiency measures but to overhead
expenses shall be transmitted from the office efgnresources to the board.

SECTION 2. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO PUBLIC UTILITIES AND CARRIERS - DISTRIBTED GENERATION
STANDARD CONTRACTS

*%k%k

This act would amend the definition of a small iigtted generation project, and would
allow hydroelectric projects to participate in $tandard contract enforcement program.

This act would take effect upon passage.
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