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The Center for Energy Efficiency and Renewable Technologies (CEERT) offers these comments today in regard to the Renewables Committee’s draft decision on Phase II of the California Energy Commission’s implementation of renewables portfolio standard (RPS) legislation.  

Accounting, Tracking and Verification System 
 


CEERT commends the CEC’s Renewables Committee for recommending a system based on tradable renewable energy credits (RECs) as the best means to account for, track and verify renewables purchase claims, as well as a flexible compliance mechanism, for the RPS.  We support the committee’s recommendation for development of an interim contract-path system for 2003 and 2004, with the concurrent development of a long-term system for years 2005 and beyond.  We also support the committee’s support for secondary uses of the long-term system as a universal tracking and verification mechanism for RECs, emissions reduction credits (ERCs) and non-renewable generation throughout the West.  We also support the movement of the committee in the direction of a RECs-based system.  As CEERT has commented previously, RECs should be treated in the first instance as a property right of the renewable generator whose output is counted towards RPS targets, and should be expressly identified and transferred via contract.  

CEERT would like to offer one additional comment to the committee with regard to REC trading, which is that the implementation of RECs should be prospective and not retrospective.  That is to say that RECs generated from facilities under existing contracts (meaning those contracts signed with utilities prior to RPS implementation), should not be eligible to sell or trade to achieve RPS compliance.  Given that these projects were constructed, and their generation purchased by utility and sold to ratepayers prior to the implementation of the RPS, and the existence of RECs in California, the assumption should be made that the renewable attributes of these projects were bundled in the cost of the contract, purchased and retired on behalf of the ratepayers, unless the original contract specifically stipulates otherwise.  The RECs that should be eligible to be counted towards the RPS should only be those generated from contracts signed under the new RPS requirement
, and all these contracts should specifically stipulate as to the ownership of the RECs.  

DG, ESPs and the RPS

The committee solicits input from parties as to the proper eligibility and participation of renewable distributed generation (DG) in the RPS and how to measure and verify the output from DG units.  CEERT understands that the meat of this issue will be taken up in the next phase of this proceeding, Phase 3, but would like to offer an additional concern now.  

The report notes that the decision of whether RECs will be allowed to be unbundled and sold separately from their corresponding energy is deferred to another phase of the proceeding, while recognizing the possibility that unbundled RECs may not be eligible to fulfill RPS obligations.  CEERT is concerned with this assertion, as it will present a particular problem for such entities as ESPs and customer generators wishing to participate in the RPS.  ESPs have thus far claimed to be unable to sign contracts of the length required by the RPS, making them dependent on RECs for RPS compliance.  

Supplemental Energy Payments

At the last CEC RPS workshop, held July 14th, several parties commented verbally that projects should be able to refurbish certain features on their facilities at a relatively small amount of additional capital investment, and count the entire output of the project, rather than the incremental increase in production, as “new” and, presumably, eligible for SEPs.  CEERT objects to this assertion as contrary to the intent of RPS legislation and encourages the CEC to implement the treatment of repowers currently outlined in the draft report.   The draft report currently recommends that, unless a project substantially repowers (meaning at least 80% of the original design), it will only be eligible for the incremental increase in production.   We support this recommendation.  Based on the discussion on the issue of utilizing tax records as the basis for determining the threshold criteria for SEPs at the CEC’s July 14th hearing, we also suggest a further examination into the complications that were discussed.

In-State Deliverability Requirement

The committee report simply recommends that the CEC work with the ISO to figure out whether an in-state deliverability requirement is necessary, and how it should be structured.  CEERT recommends to these agencies that contracts signed to meet California’s RPS with out-of-state projects should be required to be connected to wholesale market exchange hubs with direct access to California.  CEERT notes that this process may now or later consider constitutional requirements, and whether these requirements should be adjusted over time.

� This definition of new contracts includes new renewable projects, existing projects that come to the end of their contract terms and are awarded new contracts and eligible repowered existing projects.





