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THE SPEAKER  Representative
Schwar t zkopf .

REPRESENTATI VE SCHWARTZKOPF:
Thank you, M. Speaker, staying on the agenda,
item No. 5, Senate Substitute 1 for Senate Bill
119. Defer to Representative D.E. WIIians
agai n.

THE SPEAKER  Representative
Dennis Edward WI I i ans.

REPRESENTATI VE D. E. W LLI AVE:
Thank you, M. Speaker. Could |I have Senate
Substitute 1 for Senate Bill 119 read in for
the third and final tine and brought before the
House for consideration?

THE SPEAKER. M. VanSant, pl ease
read in Senate Substitute 1 for Senate Bill 119
by title.

MR. VANSANT: M. Speaker, Senate
Substitute No. 1 for Senate Bill No. 119,
sponsored by Senator MDowel |l and
Representative D.E. WIIlians and Representative
Kowal ko and ot her senators and representatives,
An Act to Anend Title 26 of the Del aware Code

Relating to the Renewabl e Energy Portfolio
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St andar ds.

M. Speaker, this constitutes the
third and final reading of Senate Substitute
No. 1 for Senate Bill No. 119 by title.

THE SPEAKER: Thank vyou,

M. VanSant.

Representati ve Dennis Edward
Wl lianms, Senate Substitute 1 for Senate Bill
119 is before us, sir.

REPRESENTATI VE D. E. W LLI AVE:
Thank you, M. Speaker. This bill strengthens
Del aware's renewabl e portfolio standards first
passed in 2004 and revised in 2007 by extending
the required m ni num percent age of renewabl e
sol ar and sol ar energy supply up to 25 percent
renewabl e energy by 2025, including 3.5 percent
of that from sol ar power by 2025.

What this bill also does is place
a new enphasis on | ocal |abor and manufacturing
by i ncentivizing renewabl e energy projects that
enpl oy these resources and, and | think, very
inportantly, what it adds that the prior
versions of this did not have is ratepayer

protection by introducing Iimts of cost
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I npacts on this.

If there are no questions, rol
call.

THE SPEAKER  Seei ng none - -
excuse ne, Representative.

REPRESENTATI VE KOVACH: Thank
you, M. Speaker. Open dialogue wth the
sponsor.

THE SPEAKER  Open di al ogue with
t he sponsor, Representative Kovach.

REPRESENTATI VE KOVACH: Thank
you, M. Speaker.

This bill noves us in a direction
as a state that (lnaudible) for noving into
renewabl e energy, which is commendabl e. But |
guess fol ks have expressed concerns about the
cost. And before we vote on this |egislation,
I'd like to get sone of that information on
potential societal costs and benefits on the
floor. So | could ask a few questions or do we
want to call Secretary O Mara?

REPRESENTATI VE D. E. W LLI AVE:
Personal privilege to the floor for the

Secretary of DNREC.
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THE SPEAKER: Wuld the Secretary
of DNREC pl ease cone forward, take the podi um
Pl ease identify yourself. You're going to have
to hold the mc. W're having trouble with the
mc. Thank you, sir.

SECRETARY O MARA: Collin O Mara,
Secretary of Natural Resources and
Envi ronmental Control.

THE SPEAKER: Open di al ogue,
Represent ati ve.

REPRESENTATI VE KOVACH: Thank
you, M. Speaker. Open dialogue wth the
Secretary.

Thank you, M. O Mara, for com ng
down. | appreciate the tine you've put into
t hese energy bills. Mst of them have
encour aged i ndustry and renewabl e ener gy
devel opnent in Delaware. This bill, while it
has -- certainly has | audabl e goals, has fol ks
concerned, and their concern is mainly over how
the increase in requirenents for energy
conpani es, the ranping up fromthe current
requi renents to increase requirenents to buy

our energy fromrenewabl e sources, which are
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typically and currently much nore expensive,
what's that going to do to their bottomli ne,
what's that going to do to their wallet, what's
that going to do to their energy bill?

SECRETARY O MARA: Thank you,
Representati ve Kovach, for the question.

The current RPS that we have has
very simlar goals, 20 percent by 2020 and a 2
percent sol ar carve-out by 2020. Those nunbers
are still preserved in this bill

What we're trying to do is nake
sure there's price protections in place where
there currently are none. And we believe,
based on our estimation, that the -- on the
hi gh-end estimate that the ratepayer i npact
wll be no nore than about 50 cents a nonth
per, per residence. And that's the high-end
estinate, assum ng costs don't continue to cone
down as we've seen themnove in the | ast two
years. And so we believe there will be very
m ni mal i npact.

But nost inportantly, by having a
circuit breaker, if you wll, an actual price

control, whereby if the, if the ratepayer
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I npacts exceed a certain anount, that the
entire programfreezes in place, we can ensure
rat epayers that there won't be any adverse
inmpacts fromthis |egislation.

REPRESENTATI VE KOVACH: Thank
you, M. Secretary.

Follow ng up with that questi on,
| guess the concern is that currently, energy
fromrenewabl e sources, solar, photovoltaic, is
nor e expensive on the average and concei vably
significantly nore expensive currently than
ot her, you know, coal -based, petrol eum based,
fossil fuel -based sources. Wat -- through
this legislation, how are you going to, you
know, protect the consuner when you i ncrease
the requirenent to buy from nore expensive
sources? \What consuner protections are in
pl ace to nmake sure that we're not going to be
faci ng these increased costs?

SECRETARY O NARA: Ri ght . The - -
so right now there are no price protections in
pl ace under current law in the State of
Del aware. So this does add, as | nenti oned,

the circuit breaker that does freeze the
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programif there are adverse rate inpacts.

Secondly, that we are not talking
about a massive injection of renewabl e energy
beginning in year one. It really is phased in
over tine, so -- and the goal is that if we are
going to have slightly nore expensive power,
that it's limted in the quantity so it doesn't
have rate inpacts. Point 2 percent of the
entire, entire mx, even if those few kilowatts
are actually -- kilowatt hours are a little
nor e expensi ve, bl ended across the entire
average has very little inpact, and at the sane
time, there are nassive job benefits fromthe
| egi sl ati on.

The other, the other piece, this
is part of a broader energy strategy for the
state, which also includes a very aggressive
energy efficiency canpaign, which we'll be
rolling out in the comng nonths, and we
bel i eve that we can hel p peopl e save nore noney
and save nore energy than any additional rate
inmpacts. And so it's really part of a pairing
bet ween addi ti onal energy conservation, help

peopl e reduce bills, and then al so renewabl e
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energy which stabilizes costs in the |long run,
provi des environnental benefits and much
greater job benefits than the fossil fuels that
we currently have in our mdst.

REPRESENTATI VE KOVACH: So
coupled with the -- sone of the pieces of
| egislation that are floating around the House,
one of which being net netering which allows an

i ncrease over 100 percent of antici pated

current usage, how does that -- how does a net
nmetering bill fit in wth this |egislation
to -- you know, what does that do to our

busi nesses, to our alternative energy sources?
SECRETARY O MARA: Right, so in
that neeting legislation that we just approved.
That you all just approved, really provides
opportunities for the -- for individual
busi nesses, particularly farns, in sone cases
busi nesses that have nultiple neters to produce
all of their power fromrenewabl e, renewabl e
sour ces.
And so what -- when you put the
two bills together, where if you have

i ndi vidual s that want to stabilize their cost
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by having a very fixed anount, a fixed cost for
their solar energy, for exanple, conpared to
the variability of fossil fuel prices, what
we're doing with this legislation in 119 is
creating a steady denand for the utilities and
others that actually buy the attributes, the
renewabl e energy credits that are necessary to
ful fill their standards under this, so we're
creating a market in which there is a denand
that the utility is going to neet, and then

al so putting easy financing nechanisns in

pl ace, such as a net netering bill, to all ow
custoners, businesses, farns, to easily take
advant age of those opportunities. So really
they are a marrying of the, of the two

pr ogr ans.

REPRESENTATI VE KOVACH: W' r e,
we're settings -- and this legislation sets
sone lofty goals for renewabl e percent ages.
VWhat, what's our, | guess, current percentage
of renewabl es t hroughout the state?

SECRETARY O MARA: We're hoveri ng
right around a little less than 5 percent right

now, which is in line wth the current goals.
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The schedul e that you see in the docunent on
the first page of the bill in the m ninmum --
the first to the second colum, if you wll, is
exactly the sane as it currently is under | aw
We're not proposing to change that at all, and
so the goal is really to focus on sone of the
other distributed solutions like, |ike solar.

But between systens that are in
state as well as contracts that are signed for
W nd projects in adjacent states, Del narva's
mx is right around 4 or 5 percent. The co-op
has actually done a great job with recent
acquisitions of landfill gas contracts as well
as wnd contracts in other states at prices
that are equally conpetitive to any fossil
fuel, and they're hovering sonewhere between 10
and 12 percent and they're planning on
expandi ng as wel | .

And so we've seen both Del marva,
the co-op and the nunis diversify their fuel
mx significantly in the |last few years, and
this mrrors sone of that, sone of that work.

REPRESENTATI VE KOVACH: As far --

previ ous, the previous |legislation that you

'

s lt&i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




© 00 N o o b~ w DD

N NN NN R R R R R R R R R R
A W N P O © 00 ~N O U M W N B O

12

mentioned, it did -- it included our power-
gener ati ng conpani es but excl uded

muni ci palities and the co-op. This |egislation
seeks to include those sources of electricity.
What's -- | guess what's the effect of that and
how is that going to affect these non-

tradi tional sources of power? Wat's it going
to do to those folks' rates?

SECRETARY O MARA: The price
protections that we di scussed earlier are
enbedded also in the, in the special |anguage
that is carved out for the nmunis and the, and
the co-op. Unlike the previous |egislation
that allowed basically a full exenption, what
this |l egislation proposes is that the nmunis and
the co-op have a, basically a conparable
programthat will begin in a few years, because
giving themtine to get up to, up to speed
wth, you know, conpared to Del marva that has
had a requirenent for several years, as well as
giving themthe flexibility for how to achi eve
those targets, and we believe that the nunis
and the co-ops have their own uni que governi ng

structure, they do have kind of different,
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different structures in terns of their business
nodel s. And so giving themthe flexibility,
they still need to achieve a simlar, simlar
performance | evel, but giving themthe
flexibility to do so, and as | nentioned, they
do the ratepayer protections that we negoti at ed
both with the co-op and DEMEC to make sure that
everyone was confortable wth the | anguage t hat
you have before you.

REPRESENTATI VE KOVACH: Ckay.
You nentioned a nunber of 1 percent. Are you
telling me that if rates go up nore than 1
percent as a result of this | egislation, can
you -- is that correct, am|l understandi ng
correct that the rates go up nore than 1
percent, what happens?

SECRETARY O MARA: So under the
| egislation, if the -- as soon as there's a 1
percent inpact fromthe solar portion of the
bill, the, the target | evel freezes in place
for that entire cal endar year and then starts
up again after it. You'll never have nore than
a 1 percent inpact in any given year for the

solar, for the solar portion of the, of -- the
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solar requirenents as witten in the
| egi sl ati on.

And that is actually much nore
stringent and nuch nore -- has nuch greater
rat epayer protection than New Jersey and
Maryl and, both of which have a 2 percent
carve-out, because we believe that we need to
protect ratepayers during this tough economc
time.

REPRESENTATI VE KOVACH: ' ve
heard di scussi on of conparing the costs of
alternate energy wiwth the cost of the fossil
fuel -based sources. A lot of tines you can get
t hose fossil fuel -based sources cheaper, but
t hen other tinmes denmand peaks and the prices
peak. What, what would this legislation do in
ternms of providing price stability in those
mar ket s?

SECRETARY O NARA: Ri ght . Do
have to say, | feel a little bit like this is
nmy first bill as well, the nunber of questions.
But the one thing -- alittle funny, isn't it?
| need, | need ny jersey on.

THE SPEAKER: M. Secretary, you
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want sone water? Are you all right? You need
a chair? You okay? Thank you, sir.

SECRETARY O MARA: Thank you,
sir.

One thing, one thing that --
bring on the gloves. One thing that it does do
is that fossil fuel, fossil fuel prices,
because of gl obal markets and kind of the
differences in demand, tend to be nuch -- have
much nore variability than renewabl e resources.
So where Bluewater Wnd in the negotiation that
all of you approved a few years ago wll have a
fairly stable rate for the entire 25 years,
solar simlar, landfill gas the sane.

And so what this does is that it
provides a stable price point for 25 percent of
our energy supply within 15 years. And so you
have that stability, while you still have
fluctuations in the natural gas and coal
markets, | nmean we'l |l provide sone additional,
sone additional stability. And when you
conbine that wwth the ratepayer protections, we
believe that's a good fit to make sure there

are not adverse inpacts but we still grow these

'

s lt&i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




© 00 N o o b~ w DD

N NN NN R R R R R R R R R R
A W N P O © 00 ~N O U M W N B O

16

new i ndustries and jobs i n Del awar e.

REPRESENTATI VE KOVACH: Thank
you, M. Speaker. Thank you, M. Secretary.

THE SPEAKER  Representative
Kowal ko.

REPRESENTATI VE KOMALKO: Yes.
Open di al ogue with the w tness?

THE SPEAKER  Open di al ogue.

REPRESENTATI VE KOWALKO: Yeabh,
and | know there is always a concern about cost
conparisons. But wouldn't you agree,

M. Secretary, that the cost stability can only
be guaranteed when there is no, no fuel to be
burnt and no comobdity to be consuned, and
that's the only way you can guarantee a stable
price?

SECRETARY O NARA: That is
correct.

REPRESENTATI VE KOMALKO: And t hat
renewabl es offer that, and quite frankly, the
cost conpari son may becone soon out dated when
you have a -- instead of such as carbon
taxation put on the normal fossil fuel

generati on capacities, that's going to drive
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that price up, it's only an economc reality,
and that this can stay stable because it does
not have that kind of penalty enforced upon it?

SECRETARY O NARA: Yes.

REPRESENTATI VE KOWMALKO: Thank
you.

THE SPEAKER  Any ot her questions
of the Secretary? Representative Briggs-King.

REPRESENTATI VE BRI GGS- KI NG Yes,
t hank you, M. Speaker.

| have a question for you, and
that's regarding, | think this very simlar
| egi sl ati on was passed in California a few
years ago. Are you famliar with that? GCkay.
Can you give us a status report on what's
actual ly happened in California since 2007, as
far as that goes?

SECRETARY O NARA: Yes. So
California does have a simlar approach. The
goals are slightly nore anbitious, and they
have, they have actually struggled in sonme ways
to neet sone of their targets. The one area
that they failed in -- actually two areas, and

| was actually involved in, in the |egislation

'

l‘ld[i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




© 00 N o o b~ w DD

N NN NN R R R R R R R R R R
A W N P O © 00 ~N O U M W N B O

18

alittle bit when | was there.

They did not put the consuner
protections in place that we're tal ki ng about,
so there have been adverse inpacts there
because they did not take that step. And the
second thing is they did not put enough
incentives in for |ocal jobs and | ocal
manuf acturi ng, and many of the panels that are
being put up in California are actually com ng
in fromoverseas. And so we're trying to
correct those two m stakes and | earn from
their, learn fromtheir -- the problens that
t hey' ve had there so we don't replicate their
m st akes.

REPRESENTATI VE BRI GGS- KI NG
Okay, thank you. Because there was just a
concern, | know the report was rel eased
sonetine in May that was alluding to that, and
ny thing was if we know that California was a
| eader in this and they've had probl ens, then
we shoul dn't conpound here in Del aware by doi ng
t hose things that have been done in California,
because there was a hope that it was going to

create jobs, and instead of creating jobs, it's

'

s lt&i
WILCOX & FETZER LTD
Registered Professional Reporters

(302) 655-0477
www.wilfet.com




© 00 N o o b~ w DD

N NN NN R R R R R R R R R R
A W N P O © 00 ~N O U M W N B O

19

actually had a little bit of a negative effect
there. So, but thank you.

THE SPEAKER  Any ot her questions
for the Secretary? Representative Dennis E.,
sir, you've got a question for the secretary?

REPRESENTATI VE D. E. W LLI AVE:
Just a comment that, would you al so agree that
solar i ndustry, since we're tal king about cost
contai nnent, is probably a cl assic exanpl e of
econom es of scale as they grow that the cost
w |l beconme | evel ?

SECRETARY O NARA: Yes. And |
t hi nk one of the great opportunities on the
econom ¢ devel opnent side for the State of
Del aware is that there are several conpani es,
many of them are here and have spoken to nmany
of you, both in the, the manufacturing of
panel s thensel ves and the technol ogi es that go
into them as well as the apparatus that are
used to install themas well as the installers
t hensel ves.

We have over 200 individuals
involved in the solar industry right now W

beli eve we could easily double that nunber with
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this legislation, and then hopeful ly quadrupl e
it in the comng years as a result of this.

THE SPEAKER  Any ot her questions
for the Secretary?

Thank you, M. Secretary.

Representati ve Dennis E.
WIlians.

REPRESENTATI VE D. E. W LLI AVE:
Thank you. Roll call, please.

THE SPEAKER: M. Chief derk,
pl ease call the roll on Senate Substitute 1 for
Senate Bill 119.

(Roll call.)

THE SPEAKER Pl ease announce
roll call.

THE CLERK: M. Speaker, the roll
call reveals 28 yes, seven no, six absent.

THE SPEAKER: Havi ng received a
constitution nmajority, Senate Substitute No. 1
for Senate Bill 119 is decl ared passed the
House.

(Concl usi on.)
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CERTI FI CATE

STATE OF DELAWARE)
)
NEW CASTLE COUNTY)

I, Julie H Parrack, Registered
Pr of essi onal Reporter and Notary Public, do
hereby certify that the foregoing record, pages
2 to 20 inclusive, is a true and accurate
transcript, to the best of ny ability, of an
el ectronic recording in the above-capti oned
matt er.

I N WTNESS WHERECF, | have
hereunto set ny hand and seal this 30th day of
Decenber, 2013.

Julie H Parrack, RVMR-CRR
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