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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop Additional Rulemaking 06-02-012
Methods to Implement the California Renewables (February 16, 2006)
Portfolio Standard Program.

POST-WORKSHOP REPLY COMMENTS OF THE
CENTER FOR ENERGY EFFICIENCY AND RENEWABLE TECHNOLOGIES
ON TRADABLE RENEWABLE ENERGY CREDITS
The Center for Energy Efficiency and Renewable Technologies (CEERT) respectfully
submits its Post-Workshop Reply Comments on Tradable Renewable Energy Credits (TRECs).
These comments are timely filed and served on the service lists in Order Instituting Rulemaking
(R.) 06-02-012, R.06-05-027, R.06-03-004, and R.06-04-009, with paper copy provided to ALJ
Simon, as required by the Administrative Law Judge’s Rulings issued in this proceeding on
October 16 and November 21, 2007.

THE COMMISSION CAN, AND SHOULD, MOVE FORWARD TO INCLUDE
TRADABLE RENEWABLE ENERGY CREDITS AMONG RPS-COMPLIANT
PROCUREMENT OPTIONS PROMPTLY WITHOUT EVIDENTIARY HEARINGS.

A diverse and broad group of parties, including CEERT, have urged the Commission to
move forward to include tradable renewable energy credits (TRECs) as one of the options that
can be used by obligated retail sellers in procuring eligible renewable resources in compliance
with California’s Renewable Portfolio Standard (RPS) Program.! As CEERT stated in its Post-

Workshop Opening Comments, the three-day workshop held on this topic in September 2007,

along with the presentations and pre- and post-workshop comments, “provide a robust record on

' See, e.g., Post-Workshop Comments of Southern California Edison Company (SCE), San Diego Gas and Electric
Company (SDG&E), Pacific Gas and Electric Company (PG&E), PacifiCorp, Green Power Institute (GPI), Union of
Concerned Scientists (UCS), Independent Energy Producers Association (IEP), Solar Alliance and the California
Solar Energy Industries Association (CalSEIA), Bear Valley Electric Service (BVES), Mountain Utilities (MU), and
Alliance for Retail Energy Markets (AReM) and Western Power Trading Forum (AReM/WPTF).



which the Commission can adopt and incorporate tradable RECs among the procurement options
available to RPS-obligated load serving entities (LSEs) for meeting their RPS targets” without
the need for evidentiary hearings.”> Further, the Energy Division’s “straw proposal” for using
tradable RECs, with modifications as proposed by CEERT in its Post-Workshop Opening
Comments, can be the basis for incorporating TRECs today “among the options available to
RPS-eligible generators and obligated LSEs to permit them to produce and procure the
renewable energy needed to meet RPS goals.””

CEERT, however, strongly opposes the Motion of The Utility Reform Network (TURN)
and Aglet Consumer Alliance (Aglet) Requesting Evidentiary Hearings (Motion) filed on
November 28, 2007. While the Motion claims that “factual issues” exist that require hearing,
the identified issues are either not issues of fact or are issues that cannot be “proved” as fact.
Specifically, the Motion lists as “areas of factual dispute” the following three issues: (1) will
there be an impact of integrating TRECs with RPS flexible compliance rules, (2) will revenues
for TRECs add to renewable project profit or lead to new project development, and (3) will a
non-compliance penalty act as a price cap for TRECs?*

None of these issues, however, can be resolved as “fact” today since TRECs have not yet
been authorized as a procurement option for use in California’s RPS Program, there is no
experience to date that is specifically relevant to this state’s RPS that can answer these questions
as a matter of fact, and there is no need to conduct such an exercise as a prerequisite to their use.
These issues are either policy in nature or relate to RPS administration that can be addressed
based on the current record in developing the initial rules for using TRECs, just as the Energy

Division’s “straw proposal” and responsive modifications to that proposal by multiple parties

2 CEERT Post-Workshop Comments, at pp. 1, 16.
3 Id., at p. 2; emphasis original.
* TURN/Aglet Motion, at p. 1.



have demonstrated. If evidentiary hearings proceed to address these issues, CEERT can only
imagine days of “expert” testimony providing surveys or literature based on RPS Programs in
other states that cannot account for California’s unique and complex RPS Program or the
applicable Western Renewable Energy Generation Information System (WREGIS).

In fact, CEERT challenges the notion that there is even a “dispute,” factual or policy, on
any of these issues. CEERT’s review of the record to date reveals that every party, including the
Commission’s Energy Division, has sought to offer rules for the addition of TRECs among RPS
compliant procurement options that, to the extent known and feasible today with reference to

California’s existing RPS program, have been designed with the intent of ensuring that this

option (1) will be appropriately integrated with existing flexible compliance rules, (2) will move
new renewable project development forward, and (3) will avoid price caps that would create
disincentives to procuring new renewable generation. At this point, the best use of the
Commission’s and parties’ time and resources is for the Commission to fully review all of the
input provided to date on this issue and promptly adopt rules to initiate use of TRECs for RPS
compliance.

In this regard, input and comment by a diverse group of parties have already
demonstrated that the option to purchase and utilize TRECs for RPS compliance (1) adds
essential flexibility to ensure that near and long term renewable procurement goals are achieved
in the most cost-effective manner’ and (2) provides “a useful and much needed flexible

”6

compliance tool for energy service providers (‘ESPs’)”” and “small Load Serving Entities to

achieve RPS cornpliance”7 and, in turn, “reduce[e] costs to customers.”® Further, as SCE,

> PacifiCorp Post-Workshop Comments, at pp. 2-3.
® AReM/WPTF Post-Workshop Comments, at p. 1.
" BVES Post-Workshop Comments, at p. 1.



PG&E, GPI, and IEP have commented, adding this option will have the benefit of encouraging
renewable development without detriment to the current RPS Program. As these parties have
noted, adoption of a TREC option will not change the fact that the “vast bulk” of renewable
energy and the “dominant form of contracting for renewable energy supplies” will continue to

come from the use of long term contracts, ° will not require “sweeping changes to the existing
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RPS rules” or “detailed discussions regarding market design and trading rules for RECs,” ™ and

will always be subject to Commission jurisdiction to “revis/e]” or “revisit” them * as necessary

in the future to satisfy each of the Guiding Principles.”"!

In its comments, SDG&E provided an astute analysis of why evidentiary hearings are
simply not required to incorporate a TREC option in RPS compliance rules:

“Because a robust TREC market has yet to develop, it is difficult to provide
demonstrable proof of the benefits to be obtained by creation of such a market.
This should not, however, dissuade the Commission from authorizing use of
TRECs for RPS compliance; if RPS-obligated LSEs are permitted to particulate in
the TREC market, it is reasonable to expect a corollary increase in liquidity
(supply) to be created in the existing market, which will place downward pressure
on prices for renewable resources. The benefits of increased contracting
flexibility are also plain. As the 2010 deadline for RPS compliance approaches,
the Commission must facilitate access to every tool available to ensure LSEs’
ability to achieve RPS compliance. Instead, use of TRECs as a compliance
measure is analogous to short-term renewable trades, which the Commission has
recently identified as a potential tool for bridging short-term gaps in meeting the
20% RPS mandate.”"?

Further, SDG&E also correctly notes that, because a REC trading market already exists

in the Western region, the Commission is not creating the TREC market and “need not attempt to

¥ PG&E Post-Workshop Comments, at p. 2. Mountain Utilities (MU) notes that “the use of Tradable Renewable
Energy Credits (tRECs) appears to be one of the very few strategies MU might employ to satisfy any renewables
obligations.” (MU Post-Workshop Comments, at p. 1.)

? SCE Post-Workshop Comments, at pp. 3-4; Green Power Institute Post-Workshop Comments, at p. 31.

1 SCE Post-Workshop Comments, at p. 2; IEP Post-Workshop Comments, at pp. 2-3, Attachment A, at p. 17.

" PG&E Post-Workshop Comments, at p. 3; emphasis added; SCE Post-Workshop Comments, at p. 5; emphasis
added.

12 SDG&E Post-Workshop Comments, at pp. 2-3.



define new trading rules or to impose cost control measures.””®>  Instead, the “Commission’s
focus should be on how TRECs fit within existing or contemplated reporting and compliance
schemes.”" As SDG&E correctly concludes:

“Given the limited scope of the task before the Commission, SDG&E submits that

evidentiary hearings are not necessary and would not be a productive use of the

Commission’s and parties’ time and resources. The issues to be considered by the

Commission regarding g TRECs do not include material issues of disputed fact.

Rather, the considerations are of a policy nature and involve determinations

related to administration of the RPS program.”"’

At most, if there i1s more process required by the Commission, it should focus on refining
the Energy Division’s “straw proposal” consistent with the workshop presentations and party and
staff input. In this regard, CEERT notes, as an example, that a broad group of parties, including
CEERT, shared the conclusion that symmetry is required between the penalty for non-
compliance and any suggested cap on TREC pricing, both of which should be set at the
Commission’s adopted interim penalty payment of $50/MWh.'®

In this regard, CEERT also appreciates the efforts of the Union of Concerned Scientists
(UCS) in its post-workshop comments to take the first steps toward resolving positions based on
the current record and providing an integrated, compromise position on REC trading rules, using
the template offered by the Energy Division’s “straw proposal.” CEERT notes, as an example,
that UCS “supports a REC price cap equal to the $50/MWh penalty amount,” but only if the
Commission also “establishes sufficient strong limits on the use of tradable RECs for

9917

compliance. UCS further states that, while the rules should be “uniformly applicable to all

LSEs,” certain classes of LSEs (i.e., ESPs and small utilities) may require greater flexibility and

¥ SDG&E Post-Workshop Comments, at p. 3.

* SDG&E Post-Workshop Comments, at p. 3.

!> SDG&E Post-Workshop Comments, at p. 3.

' See, CEERT Post-Workshop Comments, at pp. 13-16; SCE Post-Workshop Comments, at pp. 13-16; IEP Post-
Workshop Comments, Attachment A, at p. 24; Union of Concerned Scientists (UCS) Post-Workshop Comments, at
pp- 14-15.

7 UCS Post-Workshop Comments, at p. 14-15.



a lower minimum quota of long term contracts in using TRECs. Finally, UCS recognizes that,
even as to its proposed minimum quota of long term contracts (“at least 0.75% of an LSE’s prior
year retail sales” are to be met through long-term bundled contracts with new facilities), that
quota “can be reduced over time as the state gains more familiarity and confidence in the REC
market, and can be removed altogether once an LSE has met its 20% compliance obligation (or
its 33% obligation, if a 33% RPS is passed).”'®

CEERT does not agree with the “minimum quota” proposed by UCS for the reasons
stated in its Opening Post-Workshop Comments, but understands the desire by some to control
the initial reliance on TRECs. CEERT, however, continues to oppose a “minimum quota” tied to
whether an LSE signs long-term bundled contracts or bundled contracts with new facilities as a
prerequisite to permitting tradable REC procurement. As noted in its opening Post-Workshop
Comments, CEERT can well imagine years in which the LSE does not sign any long-term or
new facility bundled contracts or can guarantee that those it does sign will eventually result in
energy deliveries totally at least 0.25% of its prior year’s sales. During such years, the
“minimum quota” described in the Energy Division’s “straw proposal” would preclude LSEs
from using tradable RECs, thus deterring LSEs from ever entering a long-term tradable REC
contract. In addition, LSEs would be precluded from signing contracts for short-term tradable
RECs, even if they were a more cost-effective means for an LSE to meet its RPS targets in any
given year. As CEERT has also observed, a tradable REC is only a procurement option, and it
makes little sense to restrict such an option, especially when it will never, on its own, diminish or

replace long-term contracts as the primary means of developing new renewable projects.

'8 UCS Post-Workshop Comments, at pp. 10-11.
! CEERT Post-Workshop Comments, at pp. 8-10.



Nevertheless, if the Commission determines that some form of restriction on the initial
use of TRECs is required to give all parties confidence in this option, CEERT asks that the
Commission use restraint in this regard, especially given that the Commission can always
“revisit” and “revise” its TREC rules based on experience. In this regard, CEERT asks that the
Commission adopt CEERT’s proposal for a minimum quota to be imposed on short-term REC
contracts only, with no quota applied to REC transactions of 10 years or more.”’  Further, for
any minimum quota adopted, CEERT asks that it be set to a percentage of overall energy
deliveries from renewables and not a percentage of contracts signed.

CEERT again appreciates the spirit of compromise in UCS’s proposals based on the
existing record, which recognize, as other parties have, that no evidentiary hearings are going to
advance this discussion further, that a decision can and should be made by the Commission on
the existing record to initiate the use of TRECs for RPS compliance, and that the Commission
retains jurisdiction to change and improve the adopted rules with experience. The bottom line is
that the Commission has sufficient information now to authorize the use of TRECs and to
modify those rules as needed in the future. The Energy Division’s “straw proposal” provides a
basic guidance for authorizing that use. CEERT continues, however, to ask that those guidelines
be modified consistent with CEERT’s recommendations in its opening Post-Workshop
Comments or, alternatively, to the extent restrictions on the use of TRECs are imposed, they be
minimal and avoid rules that discourage TRECs as a procurement option before they ever can or
are used for RPS compliance.

CONCLUSION
CEERT continues to appreciate the time and attention that have been devoted by this

Commission and the California Energy Commission and their respective staffs to timely review

2 CEERT Post-Workshop Comments, at p. 9.



and resolution of the issue of using tradable RECs for RPS compliance. CEERT believes that
the record to date on this issue is certainly sufficient to add and integrate the use of tradable
RECs among RPS-compliant procurement options without the need for further comment or
evidentiary hearings. CEERT asks that the Commission move to a decision on this issue
promptly and recommends reliance on the Energy Division’s Straw Proposal, modified as
recommended by CEERT in its Opening Post-Workshop Comments.

Respectfully submitted,

December 5, 2007 /s/ SARA STECK MYERS
Sara Steck Myers
Attorney for CEERT

122 — 28" Avenue

San Francisco, CA 94121
(415) 387-1904 (Telephone)
(415) 387-4708 (FAX)
ssmyers(@att.net (E-mail)
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