


Sellate Bill No. 1078 

CHAPTER 5 16 

An act to add Sections 387, 390.1, and 399.25 to, and to add Article 
16 (coin~neiicing with Section 399.1 I )  to CIraj3tcr 2.3 of Part 1 of 
Divisio~~ 1 of, tlie Public 'titilities Code, relating to renewable energy. 

jAppr'o\ed by Goxeruor September 12,2002 Flied 
with Secretary of State Septeiiiber 12, 2002.1 

Lf GlSL/4TlVF COlJNSTL'S DIGEST 

SB 1078, Sher. Renewable energy: California Renewables Pol-tfolio 
Standard Program. 

( I )  Under the Public Utilities Act, the Public Utilities Cornmissiol? 
(PUC) has regulatory a~t l~or i ty  over ptrblic utilities, including electrical 
co~orat ions,  and authorizes the cornlnission to establish just and 
reasonable rates and charges. The act requires retail suppliers of electric 
services to disclose sources of eleclrical generation and requires that 
those retail suppliers report information to the State Energy Resources 
Conservation aiid Development Coi~imission (Energy Commission). 

This bill would establish the Califon~ia Renewables Postfolio 
Standard Program. The program would require that a retail seller of 
electricity, including electrical corporations, corninunity choice 
aggregators, and electric service providers, purchase a specified 
~niniin~lni perceiitage of electricity generated by eligible renewal3le 
energy resolutes, as defined, in any given year as a specified percentage 
of total ltjlowattliours sold to retail end-use customers each calelldar year 
(renewables portfolio sta~~dard). 

The bill would require the PLJC to implement the reaewables pol"io1io 
sta~idarct for electrical coqoratioiis, if funds are ixade available as 
described. Each electrical corporation would be required to illcrease its 
total procurement of cligible renewable energy resources by at least 1 (Yh 
per year so that 20% of its retail sales are procured froin eligible 
reilewable energy resources. If a11 electrical corporation fails to procure 
sufficient eligible renewable energy ~sour-ces iii a given yeas to meet an 
annual target, the electrical corporatior1 would be required to procure 
additional eligible renewable resources in s~tbsequeni years to 
compeilsate for the shortfall, if funds are nlade a\laila"ole as described. 
An electrical co~poration with at least 20% of retail sales procured fiorn 
eligible reilewable energy resotirces in any year would not he required 
to increase its procurement in the following year. 



This bill u7ould require the PUC to direct electrical coi-poralions to 
prepare within 90 days of being deemed creditwortl-ty, and to review aizd 
update as necessary, renewable energy procurement plans that are 
sufficietst to satis% its obligations under the reneivables portfolio 
standard. The PUC would be required to adopt rules, within 6 inonths 
of the effective date of these pmvisions, for electrical corporations 
establishing a process for detennirling marltet prices of electricity Erot11 
renewable generators pursua~st to specified criteria, a process for rank 
ordering alrd selection of Ieast-cost and best-fit renewable resottrees to 
fulfill program obligations, flexible rules for compliaisce tlzat perissit 
electrical corporations to apply excess procurement in one year to 
subsequent years, or inadequate procurelllent in one year to the 
following 3 years, and sta~sclard terms and collditions to be useci by 
electrical corporations in contracting with renewable electricity 
generators. The PUG' wortld be reqtrired lo review and accept, ~nodify, 
or reject each electrical co~orat ion 's  renewable procurement plan 90 
days prior to the colssmeiicement of renewable procurement by the 
electrical corporation. Tile PUG' uould be required to review and accept, 
modify, or reject renewal3le solicitatiolzs by electrical corporations and 
proposed colstracts by electrical co~-porations with renewable electricity 
generators. The PUG would be req~rired to allow an electrical 
col-poration to recover, in rates, electricity procuremei~t and 
administrative casts associated with long-term co~~tracts reasonably 
incurred consistent with a renewable energy proctirement plan approved 
by the PUC. 

Beca~rse a vioiation of the Piiblic Utilities Act or an order of the PUG' 
is a crime under existing law, t1ie bill wo~rld imnpose a state-mandated 
local prograin by creating a new crime. 

The bill would require the Ei~el-gy Co~n~nission to certify eligible 
renewable energy resources, to design and implement an accountirzg 
system to verify complialice with the renewables portfolio standard by 
retail sellers, and to allocate and award supplemental energy payments 
to cover above-marlcet costs of reilcwable energy. 

(2) Existing law, the Wa~~en-Alq~~ i s t  Stale Energy Resources 
Conservation a12d Development Act, requires the Energy Cornlnissioli 
to certify sufficient sites and related kcilities that are required to provide 
a supply of electricity suffjcient to accommodate projected demartld for 
power statewide. Under existing law, the PUC must grant a cerilficate 
ofprtblic corrvenie~lce and necessity, upon application by a public utility, 
for the construction of a new transrnissiois facility or electric 
trmsmission line witl~in the state. As a basis for granti~~g a certificate of 
prtbIic convenielzce and necessity, the PUC is required to give 
coi~sideratiols to cornizlunily values, recreatiolial and park areas, 
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l~istorical and aesthetic values, and influence 011 the environment. No 
certificate of public convenience and necessity may he granted for an 
electrical tuaiismission line without certificatio~i by the Ellergy 
Coixmission, and the decision by the Energy Coin~nissioii is conclusive 
as to all ~iiatters deterinincd thereby and take the place of consideration 
by the PUC. 

This bill would provide that an application of an eiech-ical coqoration 
for a certificate for the constntction of new transniission facilities, that 
are iiecessaiy to facilitate achievement of the renewable power goals, 
shall be deemed to be necessary by the PUC in detenninilig to issue a 
certificate of public necessity arxt convenience. The bill w o ~ ~ I d  require 
tile PUC to take all feasible actions to ensnrc that the transmission rates 
established by tlie Federal Energy Regulatory Cornlnission are hl ly 
reflected in any retail rates established by the commission. 

(3) Existing iaw requires each locai publicly owned utility to 
establish a nonbypassabie usage based charge to ftmd illvestlile~its in 
specifled public pLlllpose programs, including cost-effective 
demand-side ii~aiiagerl~errt sevvices to promote energy efiicielicy and 
eliergy conservation, illvestment in renewable energy resources and 
technologies, and services for 101% -income electricity consumers. The 
charge is required to be not less than the lowest expenditure of tlie 3 
Iargest electrical coqorations in Califo~~iia based on a percellrage of 
revenue. 

This bill would require the governii~g board of a local publicly owned 
electric utility to be rcspolisible for impleine~?ting and enforcirig a 
renewables portfolio staridard, as described, and to ail~iually report to its 
customers irpon expenditures of public goods funds on public pixpose 
progra~lls, thereby imposing a state-vnandated local program. Because a 
violation of this ~?rovision would be a crime, this bill would also ilnpose 
a state-mandated local program by creating a new crime. 

(4) Existing Law provides that subject to applicable co~ltractual terns. 
energy prices paid to nonutility power geiierators by a public utility 
electrical corporatioli based on the commission's "short RIII avoided 
cost energy methodology" are required to be deteriiiined by specified 
law. 

This bill would arttliorize any noilutility power generator using 
renewable fuels that entered illto a contract with an electrical coporation 
specifying Exed energy prices for output prior to Deceiiiber 3 1,200 1, to 
elect an additional 5 years of fixed energy payments at a level lo be 
detelmined by the PUC. 

(5) Tlie California Constit~~tion requires the state to reimburse local 
agencies and school districts for certain costs mandated by the state. 
Svatutory provisions establish procedures for malting that 
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fa) In order to attain a target of 20 percent renewable energy for the 
State of Califoriiia and for the ptrrpo="sf increasing the diversity, 
reliability, pilbIic healtl~ ar~d environmental benefits of the energy mix, 
it is the intent of the Legislature that the California Public Utilities 
Cornmissioil and the State Energy Resoitrces Conservation and 
Developme~lt Colmission irllplernent the California Renewables 
Podfolio Standard Progranl described in this article. 

(b) lncreasiiig Califoi-nia's reliance on renewable energy resources 
may proillote stable electricity prices, protect: public health, improve 
environmental quality, stimulate sustaiurable econoiliic development, 
create new employment opportunities, :t~id reduce reliance on impo~ted 
fitels. 

(c) The developlnent of re~.lewable energy resources may ailleliorate 
air quality probleins througizout the state and improve public health by 
reducing the burlling of fossil fueis and the associated environmental 
impacts. 

(d) The California Renewables Poi3folio Sta~ldard Program is 
intended to corlipleiiient the Renewable Energy Prograrll admirristered 
by the State Energy Resources Conserva"roin and Development 
Gomiliissioll and established pursuant to Sections 383.5 and 1.45. 

399.12. For pill-poses of this article, the following teniis have the 
following meanings: 

(a) ( I )  "Eligible renewable energy resomce" means an electric 
generating facility that is one of the following: 

( I )  The facility meets tlie definition of "in-state renewable eleclrtcity 
gei~eratioii technology" in Section 383.5. 

(2) A geothermal geileration facility originally commencitlg 
operation prior to September 26, 1996. sl~all be eligible for piirl~oses of 
adjusting a retail seller's baseline qiiantity of eligible renewable energy 
resources except for output certified as increinental geothermal 
production by the Energy Comnmiiission, provided that tile incremental 
output was not sold to m electrical corporatioli uilder contract entered 
into prior to September 26, 1996. For each facility seeking certification, 
the Energy Coinmission shall deteliniiie historical production "rends and 
establish criteria for ~neasurizig incremental geotllermal prodilctioli that 
recognizes the deciiliing output of existing stea~lifields and the 
contribution of capital investinents in tlie facility or wellfield. 

(3) The otrtpilt of a sinall hydroelectric generation facility of 30 
megawarts or Xess procured or owned by an electrical corporation as of 
the dale of eilactmnent of this article shall be eligible only for purposes 
of establishing the baseline of an electrical covoration pilrsuallt to 
paragraph (3) of subdivisioil (a) of Section 399.15. A new hydroelectric 
facility is not an eligible rene\+iable energy resource if it will sequire a 



Ch. 515 - 6 -  

new or increased appropriation or diversion of water ~ivider Part 2 
(commencing with Section 1200) of Division 2 of tile Water Code. 

(4) A facility engaged in the co~nbustion of ~nil~zicipal solid waste 
shall not be considered an eligible rcnewablc resource unless it is located 
in Stanisla~rs Co~rnty and was operatiorzal prior to September 26, 1996. 
Oittput fi.om such Gcilities shall be eligible only for the purpose of 
adjusting a retail seller's baseline quantity of eligible renewable energy 
resources. 

(b) "Retail seller" ineans zm entity engaged in the retail sale of 
electricity to end-use customers, including any of the following: 

( I )  An electrical co~yoration, as defined in Section 218. 
(2) A coni~nunity choice aggregatoe The co~nrnission shall institute 

a rulemalcing to determine the Inalzner in which a corniiiuniiy choice 
aggregator will participate in the renewabies portfolio standard subject 
to the same terms and coliditions applicable to an electrical cor~oration. 

(3) An electric service provider, as deGrred in Section 2 18.3 sub.ject 
lo the following conditions: 

(A) A11 electric service provider shall be considered a retail seller 
under this article for sales to any customer acquiring service after 
January 1, 2003. 

(El) An electric service provider shall be considered a retail seller 
under this article for sales to all its cilstorners begiiini~lg 011 the earlier 
of January 1, 2006, or the date on which a coiltract between an electric 
service provider and a retail customer expires. Nothing 013 this 
subdivision may require an electric service provider to disclose thc tenns 
of the contract to the com~lzission. 

(C)  The co~lxiiission shall illstitute a rillemaki~~g to dcter~nine the 
rllanner im which electric service providers will participate in the 
renewables portfolio starldard. The electric service provider shall be 
subject to the sariie terms and conditions al3plicable to an electrical 
corporation pursuant to tliis article. Nothing in this paragraph shall 
impair t-1 contract entered into between an electric service prokider and 
a retail customer prior to the suspension of direct access by the 
conmission pursuant to Section 80 11 0 of the W t e r  Code. 

(4) ""Retail seller" does not jnci~lde any of the following: 
(A) A corporation or persoil eii~ploying coge~~eration technology or 

producing power consistent with subdivision (b) of Sectioil 2 18. 
( B f  The Depal-txller~t of Water Resources acting in its capacity 

pursuant to Division 27 (commencing with Section 80000) of the Water 
Code. 

(C)  A local publicly owned electrical utility as defined in subdivis~on 
(d) of Section 9604. 



(c) ""Rene\vables portfolio startdard" means the specified percentage 
of electricity gei~erated by eligible renevliable energy resources that a 
retail seller is required to procure pursualit to Sections 399.13 and 
399.15. 

399.13. The Energy Comlnission shall do all ofthe following: 
fa) Certify eligible renewable energy resources tbat it detenl-rines 

~iieet the criteria described in subdivision (a) of Section 399.12. 
(b) Design axid iin~~lement an accou~lting system to verify co~npliance 

with the renewables portfolio stanciard by retail sellers, to ensure that 
renewable energy output is cou~~ted only once for the pilspose of meeting 
the renewab!es portfolio standard of this state or any other state, and for 
verifying retail product clairns in this state or my  other state. In 
establisl~ing the guidelines governing this system, the Energy 
Colix~~ission shall collect data from electricity market particii3ants that 
it deems necessary to verify co~npliance of retail sellers, in accordarice 
with the requirements of this article atld the Califor~~ia Public Records 
Act (Chapter 3.5 (co~mencing with Section 6250) of Division 7 of Title 
1 of the Govemrnent Code). In seeking data from electrical corporations, 
the Energy Comlnission shall request data from the commission. The 
coliimissio~~ shall collect data from electrical corl.torations and remit t l~e  
&ata to the Energy Colnlnission within 90 days of the request. 

(c) Allocate and award sripplemel~tal energy paytneats ptlrstiant to 
Section 383.5 to eligible rellewable energy resources to cover 
above-market costs of renewable energy. 

399.14. (a) The coiIlmlsslon shall direct each electrical co~yoration 
to prepare renewable energy procure~nent plans as described i1-i 

paragraph (3) to satisfy its obligations under the renewabies portfolio 
standard. To the extent feasible, this procureiner~t plan shall be proposed, 
reviewed, and adopted by the commission as part of, and pursual-it lo. a 
general procuremeiit plan process. The comnission shall require each 
electrical coiyoration to review and upddte its rerrewable energy 
procurement plan as it determines to be necessary. 

(1) The corn~rtission shall not require an electrical coqoration to 
conduct procurement to f~~lf i l l  the rerxwables portfolio standard until it 
is deemed creditkvorthy by the con~mission upon it having attained an 
investment grade rating as deter~xined by at least two major rating 
agencies. Mthin 90 days of being deeined creditworthy, an electrical 
coqorntion shall co13di1ct solicitations to ilnplernent a rei~ewable energy 
procurement plan. The creditw0~4iii~css determimation required by this 
paragraph shall apply only to the requirements esta"olis11ed pursuant to 
this article. The requirelliellrs established for an electrical corporation 
pmsuant to Section 454.5 shall be goverr~ed by that section. 
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( I ? )  Not Iater than six months after the effective date of this section, 
the cornrnissioll shall adopt, by rille, for all electrical covorations, all of 
the following: 

(A) h proscss for dete~mining marlcet prices pLxsua1lt to subdivision 
(c) of Section 399.15. The comlnission shall make specific 
determinations of iilarltet prices after the closing date of a competitive 
solicitation corrductcd by an electrical cor~3orzllion for eligible renewable 
energy resources. In order to ensure tl1at the market price established by 
the colnrnissio~z pursuairt to subdivision (c) of Sectio11399.15 does not 
influence the amount of a bid submitted tllrough the competitive 
solicitation in a nanner that wolild illcrease the amount ratepayers are 
obligated to pay for renewable energy, and in order to ensare that tlie bid 
price does not influence the establishment of the market price, the 
electrical corporation shall not transmit or sharc the results of any 
competitive solicitation for eligible relle\vabIe enerby resources until the 
commission lzas established maritel prices pursuaiit to subdivision (c) of 
Section 399.15. 

(B) A process that provides crjtesia ibr tile rank ordering and selectioi~ 
of least-cost and best-fit renewable resources to colilply with the annual 
California Re~lewables Portfolio Standard Progra111 obligatioiis on a 
total cost basis. This process shall coilsider estimates of indirect costs 
associated with needed tra~isinission investments and ongoing utility 
expenses resulting from integrating and operating eligible renewable 
energy resomces. 

(C) Flexible rules ibr co~npliance including, but not l~mited to, 
pel~iiitting electrical corporatioirs to apply excess procure~neilt in one 
year to subseqrtent years or inadequate procurement in one year to no 
more than the following three years. 

(D) Sta~~dard tenils and conditions to be wed by all electrical 
coi-porations in contracting for eligible rene~vable energy resources, 
i~lcluding perfoilnance requirerne~lts for renewable generators. 

(3) Consistent with the goal of procuring the least-cost avid best-fit 
eligible renewable energy resources, the renewable energy procurement 
plan submit.ted by an electrical coiyoration shall include, but is not 
ii~nited to. all of B e  following: 

(A) An assessilient of annual or lnultiyear portfolio supplies and 
demand to detenrii~~e the optillla1 mix of renemiable generation resources 
with deli\lerability characteristics that may ijiclude peaking, 
dispatchabie, baseload. firm. and as-availabte capacity. 
(B) Provisio~ls for enlployi~ig a\~ailable colllpliance flexibility 

mechanisms establisiled by the commission. 
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(C) A bid sc>licitaiion setting forth the need for renewable generatio11 
of each deliverability characteristic, required o~~ l ine  dates, and locatio~lal 
preferences. if any. 

(4) I11 soliciting and pro cur in_^ eligible renekvable energy resources, 
each electrical corporation sl~all offer contracts of no less than 10 years 
in duration, unless the co~i~~nission approves of a contract of silorrer 
dt~ration. 

( 5 )  In soliciting and procuring eligible renewable energy resources, 
each electrical corporatioil inay give preference to projects that provide 
tangible delnonstrable benefits to co~ilmunities with a plitrality of 
minority or low-imcorne populations. 

(b) The corni-Iiission shall review and accept, modify, or reject each 
electrical cojporation's renewalyie procurernei~t plan 90 days prior to the 
coimencement of renewable procurement pimuant to this article by the 
electrical corporation. 

(c) The commissior~ sl~all review the resirlts of a renewable energy 
resources solicitation submiEed for approval by an electrical co~orat ion 
and accept or reject proposed contracts with eligible renewable energy 
resources based on consistency with the approved renewable 
procuremelit plan. If the comixission deterlliines that the bid prices are 
elevated dite to a lack of effective co~qetilioli  a~noligst the bidders, the 
corn~nissioa shall direct tile electrical co~ora t ion  to renegotiate such 
contracts or conduct a new solicitation. 

(d) If an electrical corporation fails to comply with a cornmission 
order adopting a renewable procurerne~~t plan, the cornlxission shall 
exercise its authority pursuant to Section 21 13 to require comnpliance. 

(e) Upon applicatio~~ by an electrical corporation, the colnmission 
may ar~thorize another entity to enter jvlto contracts on bel~alf of 
customers of the electrical corporation for deliveries of eligible 
renewable energy resources to satisfy tile ailnuai portfolio standard 
obligations, subject to similar terms and conditioi~s applicable to an 
electrical corporation. The cornmissioiz shall allow the procuremellt 
entity to recover reasonable costs tl~rough retail rates subject to review 
and approv a1 . 

(f) Procurelnent aiid aciministrative costs associated wit11 long-term 
contracts entered into by an electrical col-poration h r  eligible renewable 
resources, at or below the market price detemined by the coinlnission 
pursuant to subdivisio~? (c) of Sectiol~ 399.15, shall be deemed 
reasonable per se, and shall be recoverable in rates. 

(g) For purposes of this article, ""pocure" mealls that a utility may 
acqtrire the reneurable output of electric gener~rtion facilities that it omrns 
or for which ~t has contracted. Nothing ill this ai-ticie is intended to imply 
that the purchase of electricity from third parties in a wholesale 



trtra~lsaction is the prefenred  neth hod of fulfilling a retail selier's obligation 
to cor~~ply with this article. 

(h) Construction, alteration. demolitio12, installation, and repair work 
on an eligible renewable energy resource that receives production 
ii~centives or suppleimcntal energy payi7nel1ts pursuant to Sectioll383.5, 
including, birt not limited to, work perfomed to q~talify, receive, or 
maiiltain production incentives or supplemental energy paylnents is 
"p~tblic works" for the purposes of Chapter I (comencing with 
Section 1720) of Part 7 of Division 2 of the Labor Code. 

399.15. (a) In order to fulfill u l ~ ~ n e t  long-term resource needs, the 
com~lission shall establish a renewables portfolio standard requiring all 
electrical coiporations to procure a minimum quantity of output from 
eligible renewable energy resources as a specified percentage of total 
Itilowat~hours sold to their retail end-use custoillers each calendar year, 
if sufficient funds are made available pursuant to paragraph ( 2 ) ,  and 
Sections 399.6 and 383.5 to cover the above-market costs of eligible 
renewables, and subject to all of the following: 

(1) An electric corporation shall not be required lo enter into 
long-ter111 contracts wit11 eligible renewable energy resources that 
exceed the ~narket prices established pursuant to subdivisioil (c) of this 
section. 

(2) The Eilergy Com~~iss ion  shall provide supplemental energy 
payments from fi~nds in the New Renewable Resources Account in the 
Renewable Resource Trust Fund to eligible renewable energy resources 
pursuant to Section 383.5,, consistent with this article, for above-masl.;ct 
costs. Illdirect costs associated with the purchase of eligible renewable 
energy resources. such as irnbala~lce energy charges, sale of excess 
energy, decreased generation from existing resocrrces, or transniission 
upgrades shall not be eligible for supplemental energy payments, b ~ t t  
shall be recoverable by an electrical corporation in rates, as authorized 
by the commission. 

(3) For puvoses of setting annual procurelneilt targets, the 
co~n~nission shall establisfi ari initial baseline for each electrical 
corporation based on the actual percentage of retail sales procured froill 
eligible rel~ewable energy resoLwces in 2001, and, to the extent 
applicable, adjirsted going forward pursuant to subdivisioll (a) of 
Section 399.12. 

(b) The comlission shall implelnent ailn~ral procurement targets for 
each electrical corporation as follows: 

( I )  Begiillling on Ja~i~lary 1, 2003, each electrical co~~ora t ion  shall, 
pmsuant to subdivisio~l (a), increase its total procurel~nent of eligible 
renewable energy resources by at Ieast an additional I percent of retail 
sales per year so that 20 percer-lt of its retail sales are procured from 
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eligible relle\vable energy resources no later than Decelnber 3 1,  201 7. 
An electrical corporation with 20 percent of retail sales procured froi-ii 
eligible renewable energy resources in any year shall not be required to 
increase its procuremelit of such resoarces in the following year. 

(2) Only for purposes of establishing these targets, the co~~imissioii 
silall inclitde all power sold to retail customers by the Departnleut of 
Water Resources pursuant to Section 80100 of the Water Code in the 
calcitlation of retail sales by an electrical corporation. 

(3) In the event that an electrical corporation fails to procuve sufiicient 
eligible re~iewahle energy resources in a given year to meet any ai~nunl 
target estabtished purstlant to this subdivision, the electrical co~~ora t ion  
shall procure additional eligible re~iem~able energy resources in 
subsequent years to compensate for the shortfall if sufficient funds are 
made available ptu-sua~it to paragraph (21, and Sections 399.6 and 383.5 
to cover the above-mal%tet costs of eligible renewables. 

(4) If sitpplemental energy payments fi-om the Energy Corniiiission, 
in coinbi~iation with the marliet prices approved by the comimissioii, are 
insuf'ficient to cover tile above-market costs of eligible renewable energy 
resources, tlle commission shall allow an electrical colporation to limit 
its a~lnital procurelllent obligation to the quantity of eligible rene\qable 
energy resources that can be procured wit11 available suppleiiie~ital 
energy paymeiils. 

(c) The colnlnissiol~ shall establisl~ a methodology to deielmine the 
marliet price of electricity for terms couesponding to the length of 
contracts with renewable generators, in consicteration of the following: 

(1) T1ie long-term market price of electricity f6r fixed price coneacts, 
detenizined pursuant to the electrical co~oration's general procurei7ient 
activities as authorized by tile comi~iission. 

(2) The long-tenn ownership, operating, and fixed-price he1 costs 
associated with fixed-price electricity from new generating facilities. 

(3) The value of different producrs including baseload, peaking, and 
as-available output. 

(d) The estabIishment of a rei?iewables portfolio standard shall not 
constitute imple~nentation by the coln~nission of the federal Public 
Utility Regulatory Policies Act of 1978 (Public Law 95-61 7). 

(e) The com~nissio~i shall consult with tlre Energy Corn~nission in 
caIculating market prices under subdivision (c) and establisi~ing other 
re~iewables portfolio standard policies. 

SEC'. 4. Section 399.25 is added lo the Public Utilities Code, 
im~xediately following Section 399.2, to read: 

399.25. (a) Notwitl~stnnding any other provisiosi in Sections 1001 
to 1013, inclusive, an application of as1 electrical coqoration for a 
certificate a~ithorizing the constructio~i of new transrnissio~i facilities 
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shall be deemed to be necessary to the provision of electric service for 
purposes of any deterinination made under Section 1003 if the 
commission finds that the new facility is necessary to hcilitate 
aclzieven?e-rlt of the renewable power goals established in Article 16 
(commencing with Sectiotl 399. I t ) .  

(b) With respect to a trans~nission facility described in subdivision 
(a). the corlinlission shalt take all feasible actio~ls to ensure that the 
transmission rates established by the Federal Energy Regulatory 
Commission are f ~ ~ l l y  reflected in ally retail rates established by the 
cornmission. These actions shall include, but are not limited to: 

f 1) Malting fimdings, where suppolted by an evidentiary record, that 
tliose transmissioil facilities provide bellefit to the transmission network 
and are necessary to facilitate the achievement of the renewables 
portf'olio standard estabiished in Article 16 (coinmer~cing ihlith Section 
399. i I ) .  

(2) Directing the utility to which tile generator xvill be interconnected, 
where the direction is not pree~npted by federal law, to seek the recovely 
through general transmission rates of the costs associated with the 
transmissio~i facilities. 

(3) Asserting the positjoi?~ described in paragraphs ( I )  and (2) to the 
Federal Energy Regulatoiy Commissioa in appropriate proceedings. 

(4) Allowing recovery in retail rates of any increase in transmission 
costs illcurred by an electrical corporation resulting froin the 
construction of the tra~~smission facilities that are not approved for 
recovery in tra~lsvnissior~ rates by the Federal Energy Reguiatoiy 
Cominission after the coillmissioll determines that the costs were 
prudently incurred in accordaz.~ce with ssubdivision (a) of Section 454. 

SEG. 5. No reimbursement is required by this act pursuant to 
Section 6 of Article XI11 R of the California Constitutio~~ for certain 
costs that may be incurred by a local agency or school district because 
in that regard this act creates a new criine or infractio~l, eliminates a 
crime or infraction, or changes the peilalty for a crime or infraction, 
within the meaning of Section 17556 of the Goverilme~it Code, or 
changes the definition of a crime within the meaning of Section 6 of 
Article XXIJ B of the Califori~ia Constitution. 

However, notxvithstanding Section 176 10 of the Goverament Code, 
if the Colmlission on State Mai2dates determines that this act contains 
otl~er costs ~nandated by the state, reimbursement to local agencies and 
school districts for those costs shall be made pursuallt to Part 7 
(commencing with Section 17500) of Division 4 of Title 2 of the 
Governme~~t Code. If the statewide cost of the claim for rehnbursement 



does not exceed one rnillioll dollars ($1.000,000), reimburserne~~t shall 
be made from the State Malldates Claims Fund. 





Senate Bill No. 107 

CHAPTER 464 

An act to amend Sections 25620.1,25740,25741,25742,25743,25746, 
and 25751 of, to add Sections 25470.5 and 25744.5 to, and to repeal 
Sections 25745 and 25749 of, the Public Resources Code, and to amend 
Sections 387, 399.11, 399.12, 399.13, 399.14, and 399.15 of, to add 
Article 9 (commencing with Section 635) to Chapter 3 of Part 1 of 
Division 1 of, to add and repeal Section 2854 of, and to repeal and add 
Section 399.16 of, the Public Utilities Code, relating to energy. 

[Approved by Governor September 26,2006. Filed with 
Secretary of Stale September 26,2006.1 

LEGISLATIVE COUNSEL'S DIGEST 

SB 107, Simitian. Renewable energy: Public Interest Energy Research, 
Demonstration, and Development Program. 

(1) Existing law expresses the intent of the Legislature, in establishing 
the Renewable Energy Resources Program, to increase the amount of 
renewable electricity generated per year, so that it equals at least 17% of 
the total electricity generated for consumption in California per year by 
2006. 

This bill would revise and recast that intent language so that the amount 
of electricity generated per year from eligible renewable energy resources 
is increased to an amount that equals at least 20% of the total electricity 
sold to retail customers in California per year by December 31, 2010. The 
bill would make conforming changes related to this provision. 

(2) The Public Utilities Act imposes various duties and responsibilities 
on the California Public Utilities Commission (CPUC) with respect to the 
purchase of electricity and requires the CPUC to review and adopt a 
procurement plan and a renewable energy procurement plan for each 
electrical corporation pursuant to the California Renewables Portfolio 
Standard Program. The program requires that a retail seller of electricity, 
including electrical corporations, community choice aggregators, and 
electric service providers, but not including local publicly owned electric 
utilities, purchase a specified ~ninilnum percentage of electricity generated 
by eligible renewable energy resources, as defined, in any given year as a 
specified percentage of total kilowatthours sold to retail end-use customers 
each calendar year (renewables portfolio standard). The renewables 
portfolio standard requires each electrical corporation to increase its total 
procurement of eligible renewable energy resources by at least an 
additional 1% of retail sales per year so that 20% of its retail sales are 
procured froin eligible renewable energy resources no later than December 
31,2017. 
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This bill would instead reauire that each retail seller. as defined. 
increase its total procurement of eligible renewable energy resources by at 
least an additional 1% of retail sales per year so that 20% of its retail sales 
are procured from eligible renewable energy resources no later than 
December 3 1.2010. 

(3) Existing law requires the State Energy Resources Conservation and 
Development Comlnission (Energy Con~mission) to certify eligible 
renewable energy resources, to design and implement an accounting 
systenl to verify conlpliance with the renewables portfolio standard by 
retail sellers, and to allocate and award supplemental energy payments to 
cover above-market costs of renewable energy. 

This bill would require the Energy Commission, if it provides funding 
for a regional accounting system to verify compliance with the renewables 
portfolio standard by retail sellers, to recover all costs from user fees. The 
bill would require the Energy Coinmission to develop tracking, 
accounting, verification, and enforcement mechanisms for renewable 
energy credits, as defined. The bill would specify that facilities located out 
of state shall not be eligible for supplemental energy payments unless 
certain requirements are met, and would limit awards to those facilities to 
10% of funds available. The bill would reauire that deliveries of electricitv 
holn an eligible renewable energy resource under any electricity purchase 
agreement with a retail seller executed before January 1, 2002, be tracked 
and included in the baseline quantity of eligible renewable energy 
resources of the purchasing retail seller. The bill would require that 
electricity generated pursuant to a prescribed federal act and pursuant to a 
purchase contract executed on or after January 1, 2002, count towards the 
renewables portfolio standard requirements of the retail seller. The bill 
would provide for the tracking of deliveries under these purchase contracts 
through a prescribed accounting system. The bill would make other 
technical and conforn~ing changes. 

Existing law provides that if supplemental energy payments from the 
Energy Commission, in combination with the market prices approved by 
the CPUC, are insufficient to cover any above-market costs of eligible 
renewable energy resources, the CPUC is required to allow a retail seller 
to limit its annual procurement obligation to the quantity of eligible 
renewable energy resources that can be procured with available 
supplelnental energy payments. 

This bill would require the CPUC to adopt flexible rules allowing a 
retail seller to limit its annual procurement obligation to the quantity of 
eligible renewable energy resources that can be delivered by existing 
transn~ission if the CPUC finds that the retail seller has undertaken all 
reasonable efforts to utilize flexible delivery points, ensure the availability 
of any needed transmission capacity, and, if an electric corporation, to 
construct needed transmission facilities. 

(4) The Public Ut~lilies Act permits the Energy Co~ninission to consider 
an electric generating facility that is located outside the state to be an 
eligible renewable energy resource if it meets specific criteria. 
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This bill would delete that provision within the act and would amend the 
definition of an "in-state renewable electricity generation facility" within 
related provisions prescribing duties of the Energy Conimission to 
encomuass certain facilities located outside the state. 

(5) bnder existing law, the governing board of a local publicly owned 
electric utility is responsible for implementing and enforcing a renewables 
portfolio standard that recognizes the intent of the Legislature to 
encourage renewable energy resources, while taking into consideration the 
effect of the standard on rates, reliability, and financial resources and the 
goal of environmental improvement. Existing law requires the governing 
board of a local publicly owned electric utility to annually report certain 
informati~n relative to renewable energy resources to its customers. 

This bill would additionally require that the governing board of a local 
publicly owned electric utility annually report the utility's status in 
implementing a renev~ables porlfolio standard and progress toward 
attaining the standard to its custoiners and to report to the Energy 
Conlmission the infonnation that the governing board is required to 
annually report to their customers. These additional reporting requirements 
would thereby impose a state-mandated local program. 

(6) Under the Public Utilities Act, the CPUC requires electrical 
corporations to identify a separate rate component to fund programs that 
enhance system reliability and provide in-state benefits. This rate 
component is a nonbypassable element of local distribution and collected 
on the basis of usage. The funds are collected to support cost-effective 
energy efficiency and conservation activities, public interest research and 
development not adequately provided by competitive and regulated 
markets, and renewable energy resources (renewable energy public goods 
charge). Existing law requires the Energy Commission to transfer funds 
collected froin the renewable energy public goods charge into the 
Renewable Resource Trust Fund and establishes certain accounts in the 
fund to carry out certain renewable energy purposes. 

This bill would require the Energy Commission, in carrying out the 
renewable energy resources program, to optimize public investment and 
ensure that the most cost-effective and efficient investnients in renewable 
energy resources are vigorously pursued with a long-term goal of 
achieving a fully competitive and self-sustaining supply of electricity 
generated from renewable sources. The bill would state that a near term 
objective of the program is to increase the quantity of electricity generated 
by in-state renewable electricity generation facilities, while protecting 
system reliability, fostering resource diversity, and obtaining the greatest 
environmental benefits for California residents with an additional 
objective to identify and support emerging renewable energy technologies 
that have the greatest near-term colnmercial promise and that merit 
targeted assistance. The bill would make legislative recommendations for 
allocations among specified renewable energy resources. 

(7) Under existing law, 51.5% of the money collected as part of the 
renewable energy public goods charge is required to be used for prograins 
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designed to foster the development of new in-state renewable electricity 
generation facilities, and to secure for the state the environmental, 
economic, and reliability benefits that operation of those facilities will 
provide. Existing law also provides that any of those funds used for new 
in-state renewable electricity generation facilities are required to be 
expended in accordance with a specified report of the Energy Commission 
to the Legislature, subject to certain requirements, including the awarding 
of supplemental energy payments. 

This bill would require that these funds be awarded only to a project that 
is selected by an electrical corporation pursuant to a coinpetitive 
solicitation procedure found by the CPUC to comply with the California 
Renewables Portfolio Standard Prograin and that the project participant 
has entered into an electricity purchase agreement resulting from that 
solicitation that is approved by the CPUC. The bill would authorize certain 
projects supplying electricity to retail sellers, as defined, to !he extent the 
retail seller is servicing load that is within the distribuiion area of an 
electrical corporation and subject to the renewable energy public goods 
charge, to receive supplemental energy payments under certain 
circumstances. The bill would prohibit the Energy Commission from 
awarding supplemental energy payments for the sale or purchase of 
renewable energy credits or to service load that is not subject to the 
renewable energy public goods charge. The bill would incorporate the 
modified definition of an "in-state renewable electricity generation 
facility." 

(8) Existing law requires that 20% of the funds collected as part of the 
renewable energy public goods charge be used for a program designed to 
improve the competitiveness of existing in-state renewable electricity 
generation facilities and to secure for the state specified benefits. 

This bill would reduce that amount to 10% of the funds collected and 
specify conditions under which certain facilities would be eligible for 
funding. 

(9) Existing law requires that 17 %% of the funds collected as part of 
the renewable energy public goods charge be deposited into the Emerging 
Renewables Resources Account, and be used for a multiyear, 
consumer-based program to foster the development of emerging renewable 
technologies in distributed generation applications. 

Existing law requires the Energy Commission, by January 1, 2008, and 
in consultation with the CPUC, local publicly owned electric utilities, and 
interested members of the public, to establish and thereafter revise 
eligibility criteria for solar energy systems, as defined, and to establish 
conditions for ratepayer funded incentives that are applicable to the 
California Solar Initiative, as defined. 

This bill would require that the Energy Commission, in allocating and 
using moneys in the Emerging Renewables Resources Account and the 
Renewable Resource Trust Fund to fund photovoltaic and solar thermal 
electric technologies, to utilize the eligibility criteria and conditions for 
solar energy systems that are applicable to the California Solar Initiative. 



(10) Existing law establishes the Customer-Credit Renewable Resource 
Purchases Account in the Renewable Resource Trust Fund, requires that 
10% of the money collected under the renewable energy public goods 
charge be deposited into the account and be used for credits to custon~ers 
that entered into a direct transaction on or before September 20, 2001, for 
purchases of electricity produced by registered in-state renewable 
electricity generating facilities. 

This bill would delete these provisions. 
(1 1) Existing law requires the use of standard terms and conditions by 

all electrical corporations in contracting for eligible renewable energy 
resources. 

This bill would require that tbcse !ems and conditions include the 
requirement that, no later than 6 months after the CPUC7s approval of an 
electricity purchase agreement, the following infonnation about the 
agreement be disclosed by the CPUC: party names, resource type, project 
location, and project capacity. 

(12) This bill would require an electrical corporation or local publicly 
owned electric utility to adopt certain strategies in a long-term plan or a 
procurement plan, as applicable, to achieve efficiency in the use of fossil 
fuels and to address carbon emissions, as specified. 

(1 3) This bill would delete certain obsolete and duplicative provisions 
and make technical and conforming changes. 

(14) This bill would require the CPUC, in consultation with the Energy 
Commission, to review the impact of allowing supplemental energy 
payments to be applied toward contracts for the procurement of eligible 
renewable energy resources that are of a duration of less than 10 years, 
and, by June 30, 2007, to report to the Legislature with the results of the 
review, including certain matters. The bill would require the PUC to report 
to the Legislature, on or before January 1, 2008, on the feasibility, 
desirability, and design of performance-based incentives for solar energy 
systems of less than 30 kilowatts. 

(15) Existing law establishes the Public Interest Research, 
Development, and Demonstration Fund in the State Treasury, and provides 
that the money collected by the public goods charge to support public 
interest research and development not adequately provided by competitive 
and regulated markets, be deposited in the fund for use by the Energy 
Commission to develop, implement, and adlninister the Public Interest 
Research, Development, and Demonstration Program to develop 
technologies which will improve environmental quality, enhance electrical 
system reliability, increase efficiency of energy-using technologies, lower 
electrical system costs, or provide other tangible benefits. The Energy 
Cornniission is required to adopt a portfolio approach for the program that 
accomplishes specified objectives. 

This bill would state that the general goal of the program is to develop, 
and help bring to market, energy technologies that provide increased 
environlnental benefits, greater system reliability, and lower system costs, 
and that provide tangible benefits to electrical utility custoiners through 



specified investments. The bill would require that the portfolio approach 
used by the Energy Commission additionally ensure an open project 
selection process, encourage the awarding of research funding for a 
diverse type of research as well as a diverse award recipient base, equally 
considers research proposals from the public and private sectors, and be 
coordinated with other related research programs. 

(16) Existing law inakes a violation of the Public Utilities Act or a 
violation of an order of the CPUC a crime. 

Certain of the provisions of this bill are a part of the act and an order of 
the CPUC would be required to iinplement these provisions. Because a 
violation of the provisions of the bill that are part of the act or of any 
CPUC order implementing these provisions would be a crime, this bill 
would impose a state-mandated local program by creating new crimes. 

(17) The California Constitution requires the state to reimburse local 
agencies and school districts for certain costs ~nmdated by the state. 
Statutory provisions establish procedures for making that reimbursement. 

This bill would provide that with regard to certain mandates no 
reimbursement is required by this act for a specified reason. 

With regard to any other mandates, this bill would provide that, if the 
Commission on State Mandates determines that the bill contains costs so 
mandated by the state, reimburseinent for those costs shall be made 
pursuant to the statutory provisions noted above. 

The people of the State of Calgornia do enact as follows: 

SECTION 1. Section 25620.1 of the Public Resources Code is 
amended to read: 

25620.1. (a) The commission shall develop, implement, and 
administer the Public Interest Research, Development, and Demonstration 
Program that is hereby created. The program shall include a full range of 
research, development, and demonstration activities that, as determined by 
the commission, are not adequately provided for by competitive and 
regulated markets. The commission shall administer the program 
consistent with the policies of this chapter. 

(b) The general goal of the program is to develop, and help bring to 
market, energy technologies that provide increased environmental benefits, 
greater system reliability, and lower system costs, and that provide 
tangible benefits to electrical utility customers througll investments in the 
following: 

( I )  Advanced electricity and natural gas transportation technologies 
that reduce air pollution and emissions of greenhouse gases beyond 
applicable standards, and that benefit electricity and natural gas ratepayers. 

(2) Increased energy efficiency in buildings, appliances, lighting, and 
other applications beyond applicable standards, and that benefit electrical 
utility customers. 



(3) Advanced electricity generation technologies that exceed applicable 
standards to increase reductions in emissions of greenhouse gases from 
electricity generation, and that benefit electric utility customers. 

(4) Advanced electricity technologies that reduce or eliminate 
consulnption of water or other finite resources, increase use of renewable 
energy resources, or improve transinission or distribution of electricity 
generated froin renewable energy resources. 

(c) To achieve the goals established in subdivision (b), the commission 
shall adopt a portfolio approach for the program that does all of the 
following: 

(1) Effectively balances the risks, benefits, and time horizons for 
various activities and investments that will provide tangible energy or 
environinental benefits for California electricity customers. 

(2) Emphasizes innovative energy supply and end-use technologies, 
focusing on their reliability, affordability, and environmental attributes. 

(3) Includes projects that have the potential to enhance transiiiission 
and distribution capabilities. 

(4) Includes projects that have the potential to enhance the reliability, 
peaking power, and storage capabilities of renewable energy. 

(5) Demonstrates a balance of benefits to all sectors that contribute to 
the funding under Section 399.8 of the Public Utilities Code. 

(6) Addresses key technical and scientific barriers. 
(7) Demonstrates a balance between short-term, mid-term, and 

long-term potential. 
(8) Ensures that prior, current, and future research not be unnecessarily 

duplicated. 
(9) Provides for the future market utilization of projects funded through 

the program. 
(10) Ensures an open project selection process and encourages the 

awarding of research funding for a diverse type of research as well as a 
diverse award recipient base and equally considers research proposals 
from the public and private sectors. 

(1 1) Coordinates with other related research programs. 
(d) The term "award," as used in this chapter, may include, but is not 

limited to, contracts, grants, interagency agreements, loans, and other 
financial agreements designed to fund public interest research, 
demonstration, and development projects or programs. 

SEC. 2. Section 25740 of the Public Resources Code is amended to 
read: 

25740. It is the intent of the Legislature in establishing this program, to 
increase the amount of electricity generated from eligible renewable 
energy resources per year, so that it equals at least 20 percent of total retail 
sales of electricity in California per year by December 3 1, 2010. 

SEC. 3. Section 25741 of the Public Resources Code is amended to 
read: 

25741. As used in this chapter, the followiiig terms have the following 
meaning: 



(a) "Delivered" and "delivery" mean the electricity output of an in-state 
renewable electricity generation facility that is used to serve end-use retail 
customers located within the state. Subject to verification by the 
accounting system established by the comnlission pursuant to subdivision 
(b) of Section 399.13 of the Public Utilities Code, electricity shall be 
deemed delivered if it is either generated at a location within the state, or 
is scheduled for consu~nption by California end-use retail customers. 
Subject to criteria adopted by the commission, electricity generated by an 
eligible renewable energy resource may be considered "delivered" 
regardless of whether the electricity is generated at a different time from 
consuinption by a California end-use customer. 

(b) "In-state renewable electricity generation facility" means a facility 
that meets all of the following criteria: 

( I )  The facility uses biomass, solar thermal, photovoltaic, wind, 
geothermal, fuel cells using renewable fuels. small hydroelectric 
generation of 30 megawatts or less, digester gas, municipal solid waste 
conversion, landfill gas, ocean wave, ocean them~al, or tidal current, and 
any additions or enhancements to the facility using that technology. 

(2) The facility satisfies one of the following requirements: 
(A) The facility is located in the state or near the border of the state 

with the first point of connection to the transmission network within this 
state and electricity produced by the facility is delivered to an in-state 
location. 

(B) The facility has its first point of interconnection to the transmission 
network outside the state and satisfies all of the following requirements: 

(i) It is connected to the transn~ission network within the Western 
Electricity Coordinating Council (WECC) service territory. 

(ii) It commences initial colnmercial operation after January 1, 2005. 
(iii) Electricity produced by the facility is delivered to an in-state 

location. 
(iv) It will not cause or contribute to any violation of a California 

environmental quality standard or requirement. 
(v) If the facility is outside of the United States, it is developed and 

operated in a manner that is as protective of the enviro~lment as a similar 
facility located in the state. 

(vi) It participates in the accounting system to verify coinpliance with 
the renewables portfolio standard by retail sellers, once established by the 
Energy Con~mission pursuant to subdivision (b) of Section 399.13 of the 
Public Utilities Code. 

(C) The facility meets the requirements of clauses (i), (iii), (iv), (v), and 
(vi) in subparagraph (B), but does not meet the require~nents of clause (ii) 
because it commences initial operation prior to January 1, 2005, if the 
facility satisfies either of the following requirements: 

(i) The electricity is from incremental generation resulting from 
expansion or repowering of the facility. 

(ii) The facility has been part of the existing baseline of eligible 
renewable energy resources of a retail seller established pursuant to 
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paragraph (2) of subdivision (b) of Section 399.15 of the Public Utilities 
Code. 

(3) For the purposes of this subdivision, "solid waste conversion" 
means a technology that uses a noncolnbustion thermal process to convert 
solid waste to a clean-burning fuel for tile purpose of generating 
electricity, and that meets all of the following criteria: 

(A) The technology does not use air or oxygen in the conversion 
process, except ambient air to maintain temperature control. 

(B) The technology produces no discharges of air contaminants or 
emissions, including greenhouse gases as defined in Section 4280 1.1 of 
the Health and Safety Code. 

( C )  The technology produces no discharges to surface or groundwaters 
of the state. 

(D) The technology produces no hazardous wastes. 
(E) To the ~naximuln extent feasible, the technology removes all 

recyclable materials and marketable green waste colnpostable materials 
froin the solid waste stream prior to the conversion process and the owner 
or operator of the facility certifies that those materials will be recycled or 
composted. 

(F) The facility at which the technology is used is in compliance with 
all applicable laws, regulations, and ordinances. 

(G) The technology meets any other conditions established by the 
commission. 

(H) The facility certifies that any local agency sending solid waste to 
the facility diverted at least 30 percent of all solid waste it collects through 
solid waste reduction, recycling, and composting. For purposes of this 
paragraph, "local agency" ineans any city, county, or special district, or 
subdivision thereof, which is authorized to provide solid waste handling 
services. 

(c) "Procurement entity" means any person or corporation that enters 
into an agreement with a retail seller to procure eligible renewable energy 
resources pursuant to subdivision (0 of Section 399.14 of the Public 
Utilities Code. 

(d) "Renewable energy public goods charge" means that portion of the 
nonbypassable system benefits charge authorized to be collected and to be 
transferred to the Renewable Resource Trust Fund pursuant to the Reliable 
Electric Service Investments Act (Article 15 (commencing with Section 
399) of Chapter 2.3 of Part 1 of Division 1 of the Public Utilities Code). 

(e) "Report" means the report entitled "Investing in Renewable 
Electricity Generation in California7' (June 2001, Publication Number 
P500-00-022) submitted to the Governor and the Legislature by the 
commission. 

(f) "Retail seller" means a "retail seller" as defined in Section 399.12 of 
the Public Utilities Code. 

SEC. 4. Section 25740.5 is added to the Public Resources Code, to 
read: 
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25740.5. (a) The comlnission shall optimize public investment and 
ensure that the most cost-effective and efficient investments in renewable 
energy resources are vigorously pursued. 

(b) The coinmission's long-tenn goal shall be a fully competitive and 
self-sustaining supply of eiectricity generated froin renewable sources. 

(c) The prograin objective shall be to increase, in the near tenn, the 
quantity of California's electricity generated by in-state renewable 
electricity generation facilities, while protecting system reliability, 
fostering resource diversity, and obtaining the greatest environmental 
benefits for California residents. 

(d) An additional objective of the prograin shall be to identify and 
support emerging renewable technologies in distributed generation 
applications that have the greatest near-term coinmercial promise and that 
merit targeted assistance. 

(e) The Legislature recoinmends allocations among all of the following: 
(1) (A) Except as provided in subparagraph (B), production incentives 

for new in-state renewable electricity generation facilities, including 
repowered or refurbished facilities. 

(B) Allocations shall not be made for electricity that is generated by an 
in-state renewable electricity generation facility that remains under an 
electricity purchase contract with an electrical corporation originally 
entered into prior to September 24, 1996, whether amended or restated 
thereafter. 

(C) Notwithstanding subparagraph (B), production incentives inay be 
allowed in any month for incremental new electricity generated by an 
in-state renewable electricity generation facility that is repowered or 
refurbished, where the electricity is delivered under an electricity purchase 
contract with an electrical cosporation originally entered into prior to 
September 24, 1996, whether amended or restated thereafter, if all of the 
following occur: 

(i) The facility's electricity purchase contract provides that all 
electricity delivered and sold under the contract is paid at a price that does 
not exceed the Public Utilities Cominission approved short-run avoided 
cost of energy. 

(ii) Either of the following is true: 
(1) The electricity purchase contract is amended to provide that the 

kilowatthours used to determine the capacity payment in any 
time-of-delivery period in any month under the contract shall be equal to 
the actual kilowatthour production, but no greater than the five-year 
average of the kilowatthours delivered for the corresponding 
time-of-delivery period and month, in the years 1994 lo 1998, inclusive. 

(TI) The facility's installed capacity as of December 31, 1998, is less 
than 75 percent of the nanleplate capacity as stated in the electricity 
purchase contract, the electricity purchase contract is amended to provide 
that the kilowatthours used to determine the capacity payment in any 
time-of-delivery period in any inonth under the contract shall be equal to 
the actual kilowattho~~r production, but no greater than the product of the 



five-year average of the kilowatthours delivered for the corresponding 
time-of-delivery period and month, in the years 1994 to 1998, inclusive, 
and the ratio of installed capacity as of December 3 1 of the previous year, 
but not to exceed contract nameplate capacity, to the installed capacity as 
of December 3 1, 1998. 

(iii) The production incentive is payable only with respect to the 
kilowatthours delivered in a oarticular month that exceeds the 
corresponding five-year average calculated pursuant to clause (ii). 

(2) Rebates, buydowns, or equivalent incentives for emerging 
renewable technologies. 

(3) Customer education. 
\ ,  

(4) Incen!ives for reducing iitel costs, that are confirmed to the 
satisfaction of the commission, at solid fuel biomass energy facilities in 
order to provide demonstrable environmental and public benefits, 
including improved air quality. 

( 5 )  Solar thennal generating resources that enhance the environmental 
value or reliability of the electrical system and that require financial 
assistance to remain econoinically viable, as determined by the 
commission. The coinmission may require financial disclosure from 
applicants for purposes of this paragraph. 

(6) Specified fuel cell technologies, if the coinrnission makes all of the 
following findings: 

(A) The specified technologies have si~nilar or better air pollutant 
characteristics than renewable technologies in the report made pursuant to 
Section 25748. 

(B) The specified technologies require financial assistance to become 
coinmercially viable by reference to wholesale generation prices. 

(C) The specified technologies could contribute significantly to the 
infrastructure development or other innovation required to meet the 
long-tern objective of a self-sustaining, competitive supply of electricity 
generated from renewable sources. 

(7) Existing wind-generating resources, if the commission finds that the 
existing wind-generating resources are a cost-effective source of reliable 
enernv and environmental benefits comoared with other in-state renewable 

" J  

electricity generation facilities, and that the existing wind-generating 
resources require financial assistance to remain economically viable. The 
commission may require financial disclosure from applicants for the 
purposes of this paragraph. 

(f) Notwithstanding any other provision of law, moneys collected for 
renewable energy pursuant to Article 15 (commencing with Section 399) 
of Chapter 2.3 of Part 1 of Division 1 of the Public Utilities Code shall be 
transferred to the Renewable Resource Trust Fund. Moneys collected 
between January 1, 2007, and January 1, 2012, shall be used for the 
purposes specified in this chapter. 

SEC. 5 .  Section 25742 of the Public Resources Code is amended to 
read: 



25742. (a) Teii percent of the funds collected pursuant to the 
renewable energy public goods charge shall be used for prograilis that are 
designed to achieve fully competitive and self-sustaining existing in-state 
renewable electricity generation facilities, and to secure for the state the 
environmental, economic, and reliability benefits that continued operation 
of those facilities will provide during the 2007-201 1 investment cycle. 
Eligibility for incentives under this section shall be liinited to those 
technologies found eligible for funds by the commission pursuant to 
paragraphs (4), (5), and (7) of subdivision (e) of Section 25740.5. 

(b) Any funds used to support in-state renewable electricity generation 
facilities pursuant to this section shall be expended in accordance with the 
provisions of this chapter, including the following conditions: 

(1) The coinmission shall establish a production incentive, which shall 
not exceed payment caps established by the commission, representing the 
difference between target prices and the price paid for electricity, if 
sufficient funds are available. If there are insufficient funds in any 
payment period to pay either the difference between the target and price 
paid for electricity or the payment caps, production incentives shall be 
based on the amount detennined by dividing available funds by eligible 
generation. 

(2) The coininission may establish a time-differentiated incentive 
structure that encourages plants to run the maximum feasible amount of 
tiiile and that provides a higher incentive when the plants are receiving the 
lowest price. 

(3) The cominission may consider inflation and production costs. 
(c) Facilities that are eligible to receive funding pursuant to this section 

shall be registered in accordance with criteria developed by the 
commission and those facilities shall not receive payments for any 
electricity produced that is used on site. 

(d) (1) The coinmission shall award funding to eligible facilities based 
on a facility's individual need. In assessing a facility's individual need, the 
commission shall, to the extent feasible, consider all of the following: 

(A) The amount of the funds being considered for an award to the 
facility. 

(B) The cuinulative amount of funds the facility has received 
previously from the comlnission and other state sources. 

(C) The value of any current federal or state tax credits. 
(D) The facility's contract price for energy and capacity. 
(E) The likelihood that the award will make the facility conipetitive and 

self-sustaining within the 2007-201 1 investment cycle. 
(F) Any other criteria as determined by the commission. 
(2) The assessment shall also consider the public benefits provided by 

the operation of the facility. 
(3) The commission shall use its assessment of the facility's individual 

need to determine the value of an award to the public relative to other 
renewable energy investment alternatives. 
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(4) The coininission shall compile its findings and report them to the 
Legislature in the reports prepared pursuant to Section 25748. 

SEC. 6. Section 25743 of the Public Resources Code is amended to 
read: 

25743. (a) Fifty-one and one-half percent of the money collected 
pursuant to the renewable energy public goods charge shall be used for 
programs designed to foster the development of new in-state renewable 
electricity generation facilities. and to secure for the state the 
environmental, economic, and reliability benefits that operation of those 
facilities will provide. 

(b) Any funds used for new in-state renewable electricity generation 
facilities pursuant to this section shall be expended in accordance with the 
report, subject to all of the following requirements: 

(1) In order to cover the above market costs of eligible renewable 
energy resources as approved by the Public Utilities Coinmission and 
selected by retail sellers to fulfill their obligations under Article 16 
(commencing with Section 399.1 1) of Chapter 2.3 of Part 1 of Division 1 
of the Public Utilities Code. the coininissioii shall award funds in the form 
of supplemental energy payments, subject to the following criteria: 

(A) The commission may establish caps on suppleinental energy 
payments. The caps shall be designed to provide for a viable energy 
market capable of achieving the goals of Article 16 (commencing with 
Section 399.1 1) of Chapter 2.3 of Part 1 of Division 1 of the Public 
Utilities Code. The commission may waive application of the caps to 
accominodate a facility if it is demonstrated to the satisfaction of the 
comrnission that operation of the facility would provide substantial 
economic and environ~nental benefits to end-use customers subject to the 
renewable energy public goods charge. 

(B) Supplemental energy payments shall be awarded only to facilities 
that are eligible for funding under this section. 

(C) Supplemental energy payments awarded to facilities selected by a 
retail seller or procureinent entity pursuant to Article 16 (commencing 
with Section 399.11) of Chapter 2.3 of Part 1 of Division 1 of the Public 
Utilities Code shall be paid for no longer than 10 years, but shall, subject 
to the payment caps in subparagraph (A), be equal to the cuinulative 
above-market costs relative to the applicable market price referent at the 
time of initial contracting, over the duration of the contract with the retail 
seller or procurement entity. 

(D) The commission shall reduce or terminate suppleinental energy 
payments for projects that fail either to commence and maintain operations 
consistent with the contractual obligations to an electrical cornoration. or 
that fail to meet eligibility requiremints. 

(E) Funds shall be inanaged in an equitable manner in order for retail 
sellers to meet their obligation under Article 16 (commencing with Section 
399.1 1) of Chapter 2.3 of Part 1 of Division 1 of the Public Utilities Code. 

(F) A project selected by an electrical corporation may receive 
suppleinental energy payments only if it results from a competitive 



solicitation that is found by the Public Utilities Commission to conlply 
with the California Renewables Portfolio Standard Program under Article 
16 (commencing with Section 399.1 1) of Chapter 2.3 of Part 1 of Division 
1 of the Public Utilities Code, and the project has entered into an 
electricity purchase agreement resulting from that solicitation, that is 
approved by the Public Utilities Commission. A project selected for an 
electricity purchase agreement by another retail seller or procurelllent 
entity inay receive supplemental energy payments only if the Public 
Utilities Commission determines that the selection of the project is 
consistent with the results of a least-cost and best-fit process, and the 
supplemental energy payinents are reasonable in comparison to those paid 
under silnilzr contracts with other retail sellers. The commission may not 
award supplemental energy payments to service load that is not subject to 
the renewable energy public goods charge. 

(G)  (i) Supplemental energy payments shall not be awarded for any 
purchases of renewable energy credits. 

(ii) Supplemental energy payinents shall not be awarded for electricity 
purchase agreements that have a duration of less than 10 years. The 
ineligibility of agreements of less than 10 years duration for supplemental 
energy payments does not constitute an insufficiency in supplemental 
energy payments pursuant to paragraph (4) or (5) of subdivision (b) of 
Section 399.15. 

(2) (A) A facility that is located outside of California shall not be 
eligible for funding under this section unless it satisfies the requirements 
of this subdivision and the criteria of subparagraph (B) of paragraph (2) of 
subdivision (b) of Section 25741. 

(B) No more than 10 perceilt of the funds available under this section 
shall be awarded to facilities located outside of California. 

(3) Facilities that are eligible to receive funding pursuant to this section 
shall be registered in accordance with criteria developed by the 
coinmission and those facilities inay not receive payments for any 
electricity produced that has any of the following characteristics: 

(A) Is sold under an existing long-term contract with an existing 
in-state electrical corporation if the contract includes fixed energy or 
capacity payments, except for that electricity that satisfies subparagraph 
(C) of paragraph (1) of subdivision (c) of Section 399.6 of the Public 
Utilities Code. 

(B) Is used onsite or is sold to customers in a manner that excludes 
competition transition charge payments, or is otherwise excluded from 
coinpetition transition charge payments. 

(C) Is a hydxoelectric generation project that will require a new or 
increased appropriation of water under Part 2 (commencing with Section 
1200) of Division 2 of the Water Code, or any other provision authorizing 
an appropriation of waler. 

(D) Is a solid waste conversion facility, unless the facility meets the 
criteria established in paragraph (3) of s~~bdivision (b) of Section 25741 
and the facility certifies that any local agency sending solid waste to the 
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facility is in compliance with Division 30 (commencing with Section 
40000), has reduced, recycled, or coinposted solid waste to the maximum 
extent feasible, and shall have been found by the California Integrated 
Waste Management Board to have diverted at least 30 percent of all solid 
waste through source reduction, recycling, and composting. 

(4) Eligibility to compete for funds or to receive funds shall be 
contingent upon having to sell the electricity generated by the renewable 
electricity generation facility to customers subject to the renewable energy 
public goods charge. 

(5) The con~mission may require applicants competing for funding to 
post a forfeitable bid bond or other financial guaranty as an assurance of 
the applicant's intent to move forward expeditiously with the project 
proposed. The amount of any bid bond or financial guaranty may not 
exceed 10 percent of the total amount of the funding requested by the 
au~licant. 
L A  

(6) In awarding funding, the comlnission may provide preference to 
projects that provide tangible demonstrable benefits to communities with a 
plurality of minority or low-income populations. 

(c) Repowered existing facilities shall be eligible for funding under this 
subdivision if the capital investment to repower the existing facility equals 
at least 80 percent of the value of the repowered facility. 

(d) Facilities engaging in the direct combustion of municipal solid 
waste or tires are not eligible for funding under this subdivision. 

(e) Production incentives awarded under this subdivision prior to 
January 1, 2002, shall commence on the date that a project begins 
electricity production, provided that the project was operational prior to 
January 1, 2002, unless the comvnission finds that the project will not be 
operational prior to January 1, 2002, due to circumstances beyond the 
control of the developer. Upon making a finding that the project will not 
be operational due to circumstances beyond the control of the developer, 
the comlnission shall pay production incentives over a five-year period, 
commencing on the date of operation, provided that the date that a project 
begins electricity production may not extend beyond January 1, 2007. 

(f) Facilities generating electricity from biomass energy shall be 
considered an in-state renewable electricity generation facility to the extent 
that they report to the colnmission the types and quantities of biomass 
fuels used and certify to the satisfaction of the coinmission that fuel 
utilization is limited to the following: 

(1) Agricultural crops and agricultural wastes and residues. 
(2) Solid waste materials such as waste pallets, crates, dunnage, 

manufacturing, and construction wood wastes, landscape or right-of-way 
tree trimmings, mill residues that are directly the result of the milling of 
lumber, and rangeland maintenance residues. 

(3) Wood and wood wastes that meet all of the following requirements: 
(A) Have been harvested pursuant to an approved timber harvest plan 

prepared in accordance with the Z'berg-Nejedly Forest Practice Act of 
1973 (Chapter 8 (commencing with Section 45 11) of Part 2 of Division 4). 



(B) Have been harvested for the purpose of forest fire fuel reduction or 
forest stand improvement. 

(C) Do not transport or cause the transportation of species known to 
harbor insect or disease nests outside zones of infestation or current 
quarantine zones, as identified by the Department of Food and Agriculture 
or the Department of Forestry and Fire Protection, unless approved by the 
Department of Food and Agriculture and the Department of Forestry and 
Fire Protection. 

SEC. 7. Section 25744.5 is added to the Public Resources Code, to 
read: 

25744.5. The coinlnission shall allocate and use funding available for 
emerging renewable technologies pursuant to Section 25744 and Section 
25751 to fimd photovoltaic and solar thermal electric technologies in 
accordance with eligibility criteria and conditions established pursuant to 
Chapter 8.8 (commencing with Section 25780). 

SEC. 8. Section 25745 of the Public Resources Code is repealed. 
SEC. 9. Section 25746 of the Public Resources Code is ainended to 

read: 
25746. (a) One percent of the money collected pursuant to the 

renewable energy public goods charge shall be used in accordance with 
this chapter to proinote renewable energy and disseminate information on 
renewable energy technologies, including emerging renewable 
technologies, and to help develop a consumer market for renewable energy 
and for small-scale emerging renewable energy technologies. 

(b) If the commission provides funding for a regional accounting 
system to verify compliance with the renewable portfolio standard by 
retail sellers, pursuant to subdivision (b) of Section 399.13 of the Public 
Utilities Code, the com~nission shall recover all costs from user fees. 

SEC. 10. Section 25749 of the Public Resources Code is repealed. 
SEC. 11. Section 2575 1 of the Public Resources Code is amended to 

read: 
2575 1. (a) The Renewable Resource Trust Fund is hereby created in 

the State Treasury. 
(b) The following accounts are hereby established within the 

Renewable Resource Trust Fund: 
(1) The Existing Renewable Resources Account. 
(2) New Renewable Resources Account. 
(3) Emerging Renewable Resources Account. 
(4) Renewable Resources Consulner Education Account. 
(c) The money in the fund may be expended, only upon appropriation 

by the Legislature in the annual Budget Act, for the followiiig purposes: 
( I  ) The administration of this article by the state. 
(2) The state's expenditures associated with the accounting syste~n 

established by the commission pursuant to subdivision (b) of Section 
399.13 of the Public Utilities Code. 

(d) That portion of revenues collected by electrical corporations for the 
benefit of in-state operation and development of existing and new and 



emerging renewable resource technologies, pursuant to Section 25740.5, 
shall be transmitted to the cornmission at least quarterly for deposit in the 
Renewable Resource Trust Fund pursuant to Section 399.6 of the Public 
Utilities Code. After setting aside in the fund money that inay be needed 
for expenditures authorized by the annual Budget Act in accordance with 
subdivision (c), the Treasurer shall immediately deposit money received 
pursuant to this section into the accounts created pursuant to subdivision 
(b) in proportions designated by the commission for the c~lrrent calendar 
year. Notwithstanding Section 13340 of the Government Code, the money 
in the fund and the accounts within the fund are hereby continuously 
appropriated to the coinlnission without regard to fiscal year for the 
purposes enumerated in this chapter. 

(e) Upon notification by the commission, the Controller shall pay all 
awards of the money in the accounts created pursuant to subdivision (b) 
for purposes enumerated in this chapter. The eligibility of each award shall 
be determined solely by the cominission based on the procedures it adopts 
under this chapter. Based on the eligibility of each award, the comn~ission 
shall also establish the need for a multiyear commitment to any particular 
award and so advise the De~artnlent of Finance. Eligible awards submitted 
by the co~nmission to the dontroller shall be accogpanied by information 
specifying the account from which payment should be made and the 
amount of each payment; a summary description of how payment of the 
award furthers the purposes enumerated in this chapter; and an accounting 
of future costs associated with any award or group of awards known to the 
cominission to represent a portion of a multiyear funding commitment. 

(f) The colnmission rnay transfer funds between acco~~nts for cashflow 
purposes, provided that the balance due each account is restored and the 
transfer does not adversely affect any of the accounts. 

(g) The Department of Finance shall conduct an independent audit of 
the Renewable Resource Trust Fund and its related accounts annually, and 
provide an audit report to the Legislature not later than March 1 of each 
year for which this article is operative. The Department of Finance's report 
shall include infonnation regarding revenues, payment of awards, reserves 
held for future commitments, unencumbered cash balances, and other 
matters that the Director of Finance detennines rnay be of importance to 
the Legislature. 

SEC. 12. Section 387 of the Public Utilities Code is amended to read: 
387. (a) Each governing body of a local publicly owned electric 

utility, as defined in Section 9604, shall be responsible for implementing 
and enforcing a renewables portfolio standard that recognizes the intent of 
the Legislature to encourage renewable resources, while taking into 
consideration the effect of the standard on rates. reliability. and financial 
resources and the goal of environmental improvement. 

(b) Each local publicly owned electric utility shall report, on an annual 
basis, to its customers and to the State Energy Resources Conservatioll and 
Development Commission, the following: 



(1) Expenditures of public goods funds collected pursuant to Section 
385 for eligible renewable energy resource development. Reports shall 
contain a description of programs, expenditures, and expected or actual 
results. 

(2) The resource mix used to serve its customers by fuel type. Reports 
shall contain the contribution of each type of renewable energy resource 
with separate categories for those fuels that are eligible renewable energy 
resources as defined in Section 399.12, except that the electricity is 
delivered to the local publicly owned electric utility and not a retail seller. 
Electricity shall be reported as having been delivered to the local publicly 
owned electric utility from an eligible renewable energy resource when the 
electricity would qualify for compliance with the renewables portfolio 
standard if it were delivered to a retail seller. 

(3) The utility's status in implementing a renewables portfolio standard 
pursuant to subdivision (a) and the utility's progress toward attaining the 
standard following implementation. 

SEC. 13. Section 399.1 1 of the Public Utilities Code is amended to 
read: 

399.1 1. The Legislature finds and declares all of the following: 
(a) In order to attain a target of generating 20 percent of total retail 

sales of electricity in California from eligible renewable energy resources 
by December 31, 2010, and for the purposes of increasing the diversity, 
reliability, public health and environmental benefits of the energy mix, it is 
the intent of the Legislature that the co~nmission and the State Energy 
Resources Conservation and Developunent Commission implement the 
California Renewables Portfolio Standard Program described in this 
article. 

(b) Increasing California's reliance on eligible renewable energy 
resources may promote stable electricity prices, protect public health, 
improve environmental quality, stimulate sustainable econornic 
development, create new employment opportunities, and reduce reliance 
on imported fuels. 

(c) The development of eligible renewable energy resources and the 
delivery of the electricity generated by those resources to custoiners in 
California inay ameliorate air quality probleins throughout the state and 
improve public health by reducing the burning of fossil fuels and the 
associated environmental impacts and by reducing in-state fossil fuel 
consumption. 

(d) The California Renewables Postfolio Standard Program is intended 
to complelnent the Renewable Energy Resources Program administered by 
the State Energy Resources Conservation and Developinent Cominission 
and established pwsuant to Chapter 8.6 (commencing with Section 25740) 
of Division 15 of the Public Resources Code. 

(e) New and modified electric transmission facilities may be necessary 
to facilitate the state achieving its renewables portfolio standard targets. 

SEC. 14. Section 399.12 of the Public Utilities Code is amended to 
read: 
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399.12. For purposes of this article, the following tenns have the 
following meanings: 

(a) "Delivered" and "delivery" have the same meaning as provided in 
subdivision (a) of Section 25741 of the Public Resources Code. 

(b) "Eligible renewable energy resource" means an electric generating 
facility that meets the definition of "in-state renewable electricity 
generation facility" in Section 25741 of the Public Resources Code, 
subject to the following limitations: 

(1) (A) An existing small hydroelectric generation facility of 30 
megawatts or less shall be eligible only if a retail seller owned or procured 
the electricity froin the facility as of December 31, 2005. A new 
hydroelectric facility is not an eligible renewable energy resource if it will 
require a new or increased appropriation or diversion of water f io~n  a 
watercourse. 

(B) Notwithstanding subparagraph (A), an existing conduit 
hydroelectric facility, as defined by Section 823a of Title 16 of the United 
States Code, of 30 megawatts or less, shall be an eligible renewable energy 
resource. A new conduit hydroelectric facility, as defined by Section 823a 
of Title 16 of the United States Code, of 30 megawatts or less, shall be an 
eligible renewable energy resource so long as it does not require a new or 
increased appropriation or diversion of water fiom a watercourse. 

(3) A facility engaged in the colnbustion of municipal solid waste shall 
not be considered an eligible renewable resource unless it is located in 
Stanislaus County and was operational prior to September 26, 1996. 

(c) "Energy Commission" means the State Energy Resources 
Conservation and Development Comn~ission. 

(d) "Local publicly owned electric utility" has the same meaning as 
provided in subdivision (d) of Section 9604. 

(e) "Procure" means that a retail seller receives delivered electricity 
generated by an eligible renewable energy resource that it owns or for 
which it has entered into an electricity purchase agreement. Nothing in this 
article is intended to imply that the purchase of electricity from third 
parties in a wholesale transaction is the preferred method of hlfilling a 
retail seller's obligation to comply with this article. 

( f )  "Renewables portfolio standard" means the specified percentage of 
electricity generated by eligible renewable energy resources that a retail 
seller is required to procure pursuant to this article. 

(g) (1) "Renewable energy credit" means a certificate of proof, issued 
through the accounting system established by the Energy Cominission 
pursuant to Section 399.13, that one unit of electricity was generated and 
delivered by an eligible renewable energy resource. 

(2) "Renewable energy credit" includes all renewable and 
environmental attributes associated with the production of electricity from 
the eligible renewable energy resource, except for an emissions reduction 
credit issued pursuant to Section 40709 of the I-Iealth and Safety Code and 
any credits or payments associated with the reduction of solid waste and 
treatment benefits created by the utilization of bionlass or biogas fuels. 
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(3) No electricity generated by an eligible renewable energy resource 
attributable to the use of nonrenewable fuels, beyond a de ininilnus 
quantity, as determined by the Energy Commission, shall result in the 
creation of a renewable energy credit. 

(h) "Retail seller" means an entity engaged in the retail sale of 
electricity to end-use customers located within the state, including any of 
the following: 

(1) An electrical corporation, as defined in Section 2 18. 
(2) A coinmunity choice aggregator. The cominission shall institute a 

rulemaking to determine the manner in which a corninunity choice 
aggregator will participate in the renewables portfolio standard program 
subject to the same terms and conditions applicable to an electrical 
corporation. 

(3) An electric service provider, as defined in Section 218.3, for all 
sales of electricity to customers beginning January 1. 2006. The 
commission shall institute a ruleinaking to determine the manner in which 
electric service providers will participate in the renewables portfolio 
standard program. The electric service provider shall be subject to the 
same terms and conditions applicable to an electrical corporation pursuant 
to this article. Nothing in this paragraph shall impair a contract entered 
into between an electric service provider and a retail customer prior to the 
suspension of direct access by the cominission pursuant to Section 801 10 
of the WBter Code. 

(4) "Retail seller" does not include any of the following: 
(A) A corporation or person employing cogeneration technology or 

producing electricity consistent with subdivision (b) of Section 21 8. 
(B) The Department of Water Resources acting in its capacity pursuant 

to Division 27 (commencing with Section 80000) of the Water Code. 
(C) A local publicly owned electric utility. 
SEC. 15. Section 399.13 of the Public Utilities Code is amended to 

read: 
399.13. The Energy Comnlission shall do all of the following: 
(a) Certify eligible renewable energy resources that it deteimines meet 

the criteria described in subdivision (b) of Section 399.12. 
(b) Design and i~npleinent an accounting system to verify colnpliance 

with the renewables portfolio standard by retail sellers, to ensure that 
electricity generated by an eligible renewable energy resource is counted 
only once for the purpose of meeting the renewables portfolio standard of 
this state or any other state, to certify renewable energy credits produced 
by eligible renewable energy resources, and to verify retail product claims 
in this state or any other state. In establishing the guidelines governing this 
accounting system, the Energy Coinmission shall collect data froin 
electricity market participants that it deems necessary lo verify compliance 
of retail sellers, in accordance with the requirements of this article and the 
California Public Records Act (Chapter 3.5 (commencing with Section 
6250) of Division 7 of Title 1 of the Government Code). In seeking data 
from electrical corporations, the Energy Coinmission shall request data 
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from the commission. The commission shall collect data from electrical 
corporations and remit the data to the Energy Commission within 90 days 
of the request. 

(c) Establish a system for tracking and verifying renewable energy 
credits that, through the use of independently audited data, verifies the 
generation and delivery of electricity associated with each renewable 
energy credit and protects against multiple counting of the same renewable 
energy credit. The Energy Comiiiission shall consult with other western 
states and with the Western Electricity Coordinating Council in the 
development of this system. 

(d) Certify, for purposes of coinpliance with the renewable portfolio 
standard requirements by a retail seller, the eligibility of renewable energy 
credits associated with deliveries of electricity by an eligible renewable 
energy resource to a local publicly owned electric utility, if the Energy 
Com~nission determines that the following conditions have been satisfied: 

(1) The local publicly owned electric utility that is procuring the 
electricity is in compliance with the requirements of Section 387. 

(2) The local publicly owned electric utility has established an annual 
renewables portfolio standard target comparable to those applicable to an 
electrical corporation, is procuring sufficient eligible renewable energy 
resources to satisfy the targets, and will not fail to satisfy the targets in the 
event that the renewable energy credit is sold to another retail seller. 

(e) Allocate and award supplemental energy payments pursuant to 
Chapter 8.6 (commencing with Section 25740) of Division 15 of the 
Public Resources Code, to eligible renewable energy resources to cover 
above-market costs of renewable energy. A project selected by an 
electrical corporation may receive supplemental energy payments only if it 
results from a competitive solicitation that is found by the commission to 
comply \with the California Renewables Portfolio Standard Program under 
this article and the project has entered into an electricity purchase 
agreement resulting from that solicitation that is approved by the 
commission. A project selected for an electricity purchase agreement by 
another retail seller may receive supplemental energy payments only if the 
retail seller demonstrates to the co~nlnission that the selection of the 
project is consistent with the results of a least-cost and best-fit process, and 
tbat the supplemental energy payments are reasonable in comparison to 
those paid under similar contracts with other retail sellers. 

SEC. 16. Section 399.14 of the P~iblic Utilities Code is amended to 
read: 

399.14. (a) (1) The cominission shall direct each electrical 
corporation to prepare a renewable energy procurement plan that includes 
the matter in paragraph (31, to satisfy its obligations under the renewables 
portfolio standard. To the extent feasible, this procurement plan shall be 
proposed, reviewed, and adopted by the com~nission as part of, and 
pursuant to, a general procurement plan process. The cominission shall 
require each electrical corporation to review and update its renewable 
energy procurement plan as it determines to be necessary. 
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