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TENTATIVE ORDER
BY THE COMMISSION:

The Alternative Energy Portfolio Standards Act of 2004, 73 P.S. §§1648.1 – 8 (“Act 213” or the “Act”), requires the Commission or its designee to develop a registry of information regarding alternative energy credits.  Information in this registry is to be available to electric distribution companies (“EDCs”), electric generation suppliers (“EGSs”), state regulators and the general public.  In this Order the Commission tentatively designates PJM Environmental Information Services, Inc.’s (“PJM EIS”) Generation Attribute Tracking System (“GATS”) as the credits registry required by Act 213.
BACKGROUND
A.
Alternative Energy Credit Registry


Section 1648.3(e) of the Act identifies the role of alternative energy credits in Pennsylvania’s alternative energy portfolio standard.  Specifically, the alternative energy credit will serve as the unit by which compliance with the Act is measured.  73 P.S. §1648.3(e)(4)(i).  An alternative energy credit represents one megawatt hour of qualified alternative energy generation, whether self-generated, purchased along with the commodity, or separately through a tradable instrument.  73 P.S. §1648.3(e)(4)(ii).  The Commission has been instructed to establish an alternative energy credits program in order to implement Act 213.  73 P.S. §1648.3(e)(1).  An independent entity will serve as the program administrator, and shall have powers and duties as set forth in Commission regulations.  73 P.S. §1648.3(e)(2).  Additionally, the Commission is directed to develop an alternative energy credits registry in order that current information on the alternative energy market is readily available:
The commission or its designee shall develop a registry of pertinent information regarding all available alternative energy credits, credit transactions among electric distribution companies and electric generation suppliers, the number of alternative energy credits sold or transferred and the price paid for the sale or transfer of the credits. The registry shall provide current information to electric distribution companies, electric generation suppliers and the general public on the status of alternative energy credits created, sold or transferred within this Commonwealth.

73 P.S. §1648.3(e)(8).  All services provided pursuant to this portion of the Act are exempt from the Commonwealth’s competitive procurement procedures.  73 P.S. §1648.3(e)(1).
B.
PJM EIS’s Generation Attribute Tracking System

PJM EIS is a wholly owned subsidiary of PJM Technologies, Inc., which in turn is a wholly owned subsidiary of PJM Interconnection, LLC (“PJM”).  PJM has been granted regional transmission organization status by the Federal Energy Regulatory Commission, and is responsible for managing the transmission system in most of Pennsylvania.

PJM recognized that state regulators and energy market participants had a need for an information system to implement state-imposed fuel mix and emissions disclosure requirements and renewable portfolio standards.  Accordingly, PJM convened a GATS Working Group in 2001 to begin the process of developing a system design to meet these requirements.  Representatives from the Commission and the Pennsylvania Department of Environmental Protection have participated in meetings of the GATS Working Group for the past several years.  GATS commenced commercial operations on September 12, 2005.
  


In the context of renewable portfolio standards, GATS serves as a certificate based tracking and reporting system.  GATS will create one certificate for each megawatt hour of qualified generation.  The certificate represents the unbundled renewable or alternative energy attribute separated from the energy commodity.  GATS will track the ownership of these certificates and retire them when they are used to satisfy a state’s renewable portfolio standard.  GATS will accept certificates imported from other control areas and behind-the-meter resources.  GATS will also provide reports on alternative energy credits to subscribers, state regulators and the general public.
DISCUSSION


A.
GATS System Design

The Commission has been monitoring the development of GATS for the past several years and has provided input to PJM EIS on various design issues.  The examination of GATS gained additional focus following the passage of the Act.  The Commission or its designee needed to develop a system that would track the availability and ownership of alternative energy credits, as well the price paid for the sale and transfer of such credits.  

A review of the operating rules and system design of GATS demonstrates that it can meet these requirements.  GATS will create a certificate, which is the functional equivalent of an alternative energy credit, for each megawatt hour of qualified alternative energy generation.  Each certificate will have a unique number identifying the generator, fuel type, and month of creation.  GATS has the ability to create certificates for qualified generation dating back to January 1, 2005.  This is an important consideration for the Commission, as credits may be awarded for alternative energy generation from the time of the effective date of the Act, February 28, 2005.

GATS also enables the trading of these certificates between parties with GATS accounts.  For example, the owner of an alternative energy system that has registered with GATS will be able to transfer its certificates to those load serving entities (“LSEs”) that have accounts.  Standing orders for the regular transfer of certificates can be created to reflect the sale of attributes pursuant to long term contracts between generators and LSEs.  GATS also includes a bulletin board to facilitate transactions between its subscribers.  Sellers may post information regarding certificates available for purchase, including the attributes of the available certificates and the seller’s contact information.  The GATS account structure will document the retirement of certificates due to their use in meeting portfolio standards.  The account structure also permits LSEs and others to bank certificates for use in subsequent reporting periods, as permitted under Act 213.

GATS makes available three types of reports: account holders, state agencies, and general public.  Account holders may access ten different reports documenting their account status and transaction history.  State agencies may access seventeen different reports documenting account holder information.  The public may access eight different reports documenting general GATS information and statistics.


The Commission finds that GATS meets the necessary requirements of a credit registry as identified at 73 P.S. §1648.3(e)(8).  Specifically, GATS is able to document the creation, transfer, banking and retirement of alternative energy credits.  Information on credit transactions will be available to state agencies, account holders and the public through various GATS reports.  

The Commission is particularly interested in comments on the scope and availability of credit pricing information captured by GATS and available for review.  GATS has the ability to record credit pricing information if required by a state regulator.  This is an important consideration in our selection of GATS, as the Commission is required to track “. . . the price paid for the sale or transfer of the credits.” 73 P.S. §1648.3(e)(8).  Information on credit transactions is to be current, but no time period is expressly identified.  Relevant issues include:  One, the frequency with which pricing information is updated (e.g. daily, monthly, quarterly, etc.). Two, the level of credit pricing detail (e.g. price paid for every credit, average prices, etc.).  Three, the availability of pricing information to non-transacting parties, including the general public.  Four, the merits of recording pricing information within the GATS system itself, as opposed to an alternative system (e.g. EDC and EGS accounts, program administrator’s system, etc.). 

Pursuant to its authority to carry out the provisions of the Act under 73 P.S. §1648.7(a), and its general powers under Section 501 of the Public Utility Code, 66 Pa. C. S. §501, the Commission therefore directs all jurisdictional electric distribution companies to enter into subscriber agreements with PJM EIS for GATS accounts prior to the expiration of their compliance exemption periods.  EGSs should enter into subscriber agreements prior to the expiration of the first compliance exemption period for an EDC territory in which they sell electricity to retail customers.  Proof of compliance with this directive, in the form of executed subscriber agreements, should be filed with the Commission.

Interested parties should be aware of the distinction between the credits registry and the alternative energy credits program administrator.  These are two different roles.  The role of the program administrator is detailed in the Act:

(2) The commission shall approve an independent entity to serve as the alternative energy credits program administrator. The administrator shall have those powers and duties assigned by commission regulations. Such powers and duties shall include, but not be limited to, the following:
(i) To create and administer an alternative energy credits certification, tracking and reporting program. This program should include, at a minimum, a process for qualifying alternative energy systems and determining the manner credits can be created, accounted for, transferred and retired.
(ii) To submit reports to the commission at such times and in such manner as the commission shall direct.

73 P.S. §1648.3(e)(2).   Today’s Tentative Order identifies GATS as the credits registry, not the alternative energy credit program administrator.  The Commission will commence a process in the near future for selecting a program administrator.  We anticipate that the program administrator will have a subscriber agreement with GATS, and will make regular use of the system in verifying compliance with Act 213 and providing reports to the Commission.

B.
GATS Subscription Fees, Volumetric Charges and Cost Recovery

Act 213 provides that EDCs shall recover the costs for the purchase of both electricity generated from alternative energy sources and alternative energy credits.  This includes “. . . any direct or indirect costs for the purchase by electric distribution of resources to comply with this section, including, but not limited to, the purchase of electricity generated from alternative energy sources, payments for alternative energy credits, costs of credits banked, payments to any third party administrators for performance under this act, and costs levied by a regional transmission organization to ensure that alternative energy resources are reliable.” 73 P.S. §1648.3(a)(3).  The Commission finds that the subscription fees and volumetric charges for EDCs that subscribe to GATS are “indirect” costs of compliance, within the meaning of 73 P.S. §1648.3(a)(3).  An EDC shall defer recovery of GATS costs incurred during its compliance exemption period to the first reporting year after this period’s expiration and pursuant to an automatic adjustment clause.  73 P.S. §1648.3(a)(3).  The Commission will specifically identify the process and standards for the recovery of these costs in future Act 213 related rulemakings.

Most GATS subscribers are required to pay an annual fee to use the system.  Each LSE must pay $2,000 per year.  Non-LSEs, including brokers and generators, must pay $1,000 per year fee.  The following parties do not have to pay an annual fee: renewable generators with aggregate generation under 10 megawatts, non-transacting state regulators, and subscriber affiliates.  LSEs must pay also pay a volumetric charge of $.008/MWh determined against net load served in the states in which the LSE uses GATS.  The Commission finds the level of these charges to be just and reasonable costs for complying with Act 213.
CONCLUSION

The Commission welcomes comments from all interested parties on the tentative designation of GATS as the alternative energy credits registry required by Act 213.  After the conclusion of the public comment period, the Commission will issue a final order on the merits of designating GATS as the credits registry; THEREFORE,
IT IS ORDERED:
1.  
That interested persons may submit an original and 15 copies of written comments to the Office of the Secretary, Pennsylvania Public Utility Commission, P.O. Box 3265, Harrisburg, PA 17105-3265, within 30 days of the entry date of this Tentative Order.  A copy of all comments should be forwarded through electronic mail to Carrie Beale at cbeale@state.pa.us.

2.
That a copy of this Tentative Order is served on all electric distribution companies, electric generation suppliers, the Office of Consumer Advocate, the Office of Small Business Advocate, the Office of Trial Staff, and the Pennsylvania Department of Environmental Protection.


BY THE COMMISSION,

                                                         James J. McNulty,

                                                         Secretary
(SEAL)
ORDER ADOPTED:  October 27, 2005
ORDER ENTERED:  October 28, 2005
� The operating rules, terms of use, subscriber agreements, and training materials for GATS are available at the PJM EIS website:  www.pjm-eis.com.
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