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Introduction

APX Inc. and CSG Services appreciate the opportunity to provide comments on the “Needs Assessment for a Western Renewable Energy Generation Information System Draft Report.”  We offer these comments based on our experience in the design, implementation, operation and participation in generation accounting and verification systems in various areas across the U.S. For ERCOT, APX developed the Texas Renewable Energy Credit Program (Texas REC), a certificates-based accounting and verification system that support the state’s renewable portfolio standard (RPS). APX also developed and administers the NEPOOL Generation Information System (NEPOOL GIS), a certificates-based accounting and verification system that supports the various RPS, environmental disclosure, and emission performance standards (EPS) in the six New England states.

Pat Stanton, of CSGServices and co-author of these comments, was formerly with the Massachusetts Division of Energy Resources and played a critical role in the design of the NEPOOL GIS to meet the regulatory and market needs in New England.  CSGServices is the sales representative for the renewable attributes of generation assets located in New England, Texas, New York and California. 

Both APX and CSG Services are active in the discussions surrounding the development of certificates system in other areas of North America including New York, PJM, and Ontario. 

Comments on Specific Recommendations

1. We request comments on whether the system should be designed to facilitate imports and exports.  Please be clear whether you mean imports and exports between states that are part of WREGIS, or between WREGIS and other tracking systems.  Proponents should indicate the type of information you believe is necessary to perform either function.

WREGIS should be designed such that it enables imports and exports among the states and provinces that make up the WECC.  In addition, we believe there are significant benefits to creating a system that is compatible and allows imports and exports of certificates with other regional tracking systems.  At a minimum, the WREGIS system must be able to accommodate imports and exports among the states and provinces that make up the WECC and must allow the attributes of imports to be traded in the same manner that all other MWhs are traded.  

The Draft Report reveals that many respondents feel it is important that the system be able to exchange information and effect imports and exports with other tracking systems in the U.S.  We agree that system compatibility can provide significant benefits to both generators and purchasers in the WECC.  If the WREGIS is designed to be compatible with other tracking systems, this will provide the opportunity to simplify cross-border trading of renewable energy attributes and potentially expand the market for WECC generators. A compatible WREGIS system will also facilitate the reduction of seams issues between control areas.

If the WREGIS desires compatibility with other tracking systems in the U.S., there are several key design issues that must be carefully addressed including certificate fields, data standards, and how to handle cross-border trading so that the attribute trading system retains credibility and supports state public policy objectives.
2. We request comments on what, if any, additional data are needed to support air quality and regional haze programs, and information disclosure and electricity labeling requirements.

WREGIS should be designed to accommodate environmental disclosure and state climate change and emissions-based environmental regulations.  One of the guiding principles for system design outlined in the Needs Assessment states:  “Careful planning is important to ensure that current needs are met while trying to anticipate future needs.  It is much more cost-effective to fully represent current needs and have a placeholder for possible future needs than to build a system and then re-build it or significantly expand it later.”  We agree that this is a very important guiding principle and that efficiencies are certainly gained through careful design of a system that can provide the flexibility to meet current and future needs.  In addition, serious inefficiencies would result from implementing a patchwork of different systems to meet varying regulatory needs where the systems overlap in the data that is being collected.  A comprehensive system that is designed to meet the array of environmental policies and regulations including RPS, EPS, disclosure, would eliminate any potential for double-counting and other credibility issues could result. 

In addition, there is support, particularly from the regulatory community, that the system be developed to support environmental disclosure programs.  The Needs Assessment cites that 15.8% of respondents want the WREGIS to support disclosure and other state regulatory programs and that state and provincial policymakers had verifying disclosure labels in their top six primary functions for the system.  

The implementation of an attributes tracking system involves choices about both the data to be recorded and the transactions (functions) that will be tracked.   In Exhibit I, we summarize the range of data fields included and transactions tracked in three existing systems - Green-e TRCs, Texas REC and NEPOOL GIS.   Although for WREGIS to accommodate electricity labeling requirements as well as other air quality and regional haze programs requires including both more data and more functions, in our experience with system development and implementation, the cost for this additional functionality is minimal.    On the other hand, the benefits in terms of overall system credibility are tremendous.   A comprehensive tracking system has a distinct advantage over a partial system.  Because a system that supports labeling and air emissions programs includes all generation and all load, practices such as double counting and other potentially fraudulent practices can be virtually eliminated.  While a comprehensive robust generation attribute accounting system requires all parties to agree to a set of trading rules, the resulting market transparency easily supports a robust, liquid market where contracting costs for individual transactions are greatly reduced.   
The additional data needed for such a system include all MWhs of generation and load in the WECC, and emission factors for a range of emissions that could include greenhouse gases, oxides of nitrogen, sulfur dioxide, and any other pollutants that are regulated in any of the states or provinces participating in the WREGIS.  There may be other data specific to the various state or provincial air quality programs that may need to be collected and tracked as well. 
3. We request comments on the issue of including small, customer-sited renewable generation and solar water heating.  Proponents should indicate whether they are willing to participate in the development of data measurement, collection and verification methodologies.

We believe that it is appropriate and beneficial to allow for the participation of small and behind the meter generation in the WREGIS.  The inclusion of these resources was easily accommodated in the NEPOOL GIS, where because they only make up a very small portion of the market, they are allowed to manually enter generation data that is based on monthly meter readings.  There are special provisions for these small generators to facilitate their participation.  For instance, small and behind the meter generators can carry over generation from one month to the next in order to reach the one MWh threshold for certificate creation.  In addition, these generators can use an aggregator to manage their generating units and certificates.  The GIS Operating Rules contain meter accuracy requirements that specify that small and behind the meter generators must use a meter that meets the applicable ANSI C12 standard for the type of meter used.   For example, if the generator uses an electromechanical meter, that meter must meet the ANSI C-12 standard applicable to electromechanical meters.  Similarly, if the generator uses a solid-state meter, the meter must meet the ANSI C-12 standard applicable to solid state meters.  Non-NEPOOL generators are not at this time required to install telemetry or any other metering equipment except the meter that meets the applicable ANSI C-12 standard.  While there are no metering validation requirements specified in the GIS operating rules, the Massachusetts Division of Energy Resources does require and annual audit of meter information to qualify for the Massachusetts RPS.  

4. We request comments on whether information that is voluntarily provided should undergo the same level of verification as other information in the database, or whether they system could track such information that useful, but make no claims as to the accuracy of the information if it is self-reported.

AND

We request comments about the importance, and the feasibility, of tracking the unbundled sale of electricity within WREGIS. 

We believe that the credibility of the WREGIS system relies on the use of financial settlements data and that rigorous data quality assurance and verification standards must be applied to all data tracked within the system.  The reliability and credibility of data within the WREGIS is paramount to system success – success being defined as public, regulatory and market confidence that what the system says happened, actually did happen.  We believe that there are several thresholds that must be met in terms of data quality to ensure the reliability and credibility of the system.  First, we believe that data standards should not simply specify a minimum level of precision and accuracy such that each state or province could end up with different levels.  The data standards must result in uniform accuracy and precision of data throughout the system.  This principle applies to data on generation and load that comes from the ISO or control area operator, any data entered on particular generating units, and any emissions data that is supplied.

With respect to generation and load amounts, financial settlement data must be the backbone of the system.  Financial settlements data provides the necessary accuracy and precision to adequately back up the financial transactions that will be taking place in the RPS and voluntary markets in the Western Interconnect.  If there are states or control areas that can provide financial settlements data as the basis for certificate creation and other states or control areas that are allowed to rely only on self-reported generation data, an apples-to-apples comparison will not be able to be made between certificates and the market value of certificates will suffer as a result.  

In the NEPOOL GIS, small and behind the meter generators with a capacity of 5 MW and less are allowed to provide self-reported data in New England.  However, self-reporting for these generators is allowed only because this encompasses a very small percentage (<1%) of the total generation with the six New England states.  Financial settlements data must be provided for all other generators within New England.  

In addition to recommending the use of financial settlements data, we also recommend that rigorous quality control, quality assurance and verification steps be adopted uniformly adopted across the states and provinces participating in the WREGIS for other generation data tracked including RPS eligibility and any emissions data that is included.  For example, RPS-eligibility would presumably be entered on a voluntary basis but verification of this information is critical to system credibility.  In the NEPOOL GIS, the state regulatory agencies that administer the portfolio standards are responsible for verification of RPS-eligibility claims and they have access to the appropriate modules within the system to help them accomplish this.  In addition, the NEPOOL GIS employs several steps to verify emissions data that has been entered including a comparison of emissions data against data submitted to the U.S. EPA under its Acid Rain Program.

We believe that the credibility of the system relies on the use of financial settlements data for the vast majority of generation and we also believe that the rigorous data standards adopted have precipitated the significant value of certificates in the New England market.  Connecticut Class I and Massachusetts RPS certificates are currently trading for between $30 and $45 per MWh through 2006.
  

5. We request comments, especially from proponents of tracking generation more frequently than daily and of ‘peak/off-peak’ designation, to provide additional explanation of their rationale.
Tracking generation on a monthly basis provides both regulators and market participants with the necessary precision and functionality and is preferable to more frequent or less frequent tracking. First, the collection of generation data more frequently does not provide additional market value for certificates.  Secondly, most emissions data reported to the U.S. EPA are collected on a monthly basis and therefore tracking generation of a monthly basis corresponds with the frequency of emissions data collection in large part.  Thirdly, collecting data more frequently than monthly unnecessarily increases the complexity of the database and creates additional work for end-users as they would have to manage a much larger number of batches of certificates within their accounts.  From a database perspective, it is beneficial to have data compiled into monthly batches as well since each additional data point that must be collected adds a line of code to the database.  Finally, regulators generally look at data on a quarterly or annual basis and therefore do not require data to be collected more frequently than monthly.

6. We request comments on the recommendations provided for the lifespan of certificates, and the policy on weighted RPS credits.

If the WREGIS system is designed to support disclosure regulations immediately or in the long-term, a certificate lifespan that allows for the proper calculation and creation of disclosure labels is necessary.  All certificates must be settled out at a specified, regular timeframe.  Annual settlement of all certificates provides generations and suppliers the flexibility they need in order to complete purchase and sale and provides regulators with reliable data for use in disclosure labels.  
We believe that it is critical for an accounting system serving multiple political jurisdictions be reconciled annually.  Then each jurisdiction can design public policies, including RPS, electricity product labeling, Emissions Portfolio Standards, Verification of “Green” product claims etc, to achieve their unique needs.  Banking provisions could be developed within the system such that flexibility for renewable generators is maximized.  

7. Do you have any comments on the WREGIS design and development process laid out in Section 9?

Development of the WREGIS Operating Rules without input from the system developer can lead to inefficiencies and increased costs.   The key function of the Operational Requirements Committee should be to create a functional specification for what the system should look like from a fairly high level, rather than to develop the detailed system operating rules.  The detailed operating rules should be developed once a system developer has been selected and the developer can be an integral part of the operating rules development process.  It is critical for the developer to be involved in this process because the developer has to think about the whole system architecture and how each rule will impact the rest of the system. In absence from input of the developer, we believe that the proposed Operational Requirements Committee could come up with a very reasonable set of operating rules that could be very inefficient, difficult, and costly to implement from a software perspective.  WREGIS should develop design principals and then develop system rules in collaboration with the system developer/administrator. 
Data collection, reporting and verification requirements and procedures must be standardized and be developed through a single stakeholder group.  We do not believe that it is efficient or beneficial to have each state develop its own plan for collecting, reporting and verifying data through individual State Software Interface Plans and Individual State Stakeholder Committees.  We realize the difficulty in coordinating the 30+ control areas in the WECC, but consistency among data quality is paramount to system success.  For system integrity and credibility, the market has to know that the data on a certificate from one state or province is equal in accuracy and precision as the data from another state or province.

Where data comes from and how it is reported and verified must be standardized.  We feel this would be best achieved through deliberation in a single committee comprised of the key representatives in each state or province.  We also believe that the participation of the developer in these discussions leads to a more efficient and productive process since the developer can provide critical input on the feasibility of different approaches.

The process to develop operating rules and specify data requirements that was employed during the development of the New England Generation Information System consisted of:

· A committee of interested stakeholders - the GIS Working Group - including generators, load serving entities, regulators, environmental groups, and other interested parties from all six New England states was formed.  This committee developed a functional specification for the system, developed and issued an RFP, and selected the contractor.

· The Operating Rules were then developed over a two-month period by the GIS Working Group.  APX facilitated these discussions are provided feedback on proposals as to their feasibility, impact on the rest of the system etc.  This group negotiated what data needed to be collected and from where, how the data would be verified, what quality assurance processes would be put in place, how to handle small and behind the meter generation, and all other operating rule issues.
We believe that this process resulted in a system design and set of operating rules that met stakeholder needs in the most efficient manner.  
Very Truly Yours,
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� For information on compliance and voluntary renewable energy certificate market prices, see http://www.evomarkets.com.





